Prepared by Dr K Lakshmana Rao
Lecturer in Commerce 

UNIT – II
1. Define Planning and explain its nature and significance.
What is Planning
Planning is the process of thinking in advance about what to do, how to do it, when to do it, and who will do it. It involves setting goals and deciding the best actions to achieve them. In simple words, planning means deciding the future course of action before doing the actual work. It is the first and most important function of management.
Nature of Planning
Planning has several important characteristics:
1. Goal-Oriented: Planning always starts with clear objectives. All activities are planned to achieve these goals.
2. Future-Oriented: Planning looks ahead. It involves forecasting future events and preparing for them.
3. Continuous Process: Planning is not a one-time activity. It has to be revised and updated regularly based on changes in the environment.
4. Primary Function of Management: Planning is the first step in the management process. Other functions like organizing, staffing, directing, and controlling depend on planning.
5. Decision-Making Activity: Planning involves choosing the best option among many alternatives.
6. Flexible: If situations change, plans should also change. Thus, planning must be adaptable.
Significance of Planning
Planning plays a vital role in the success of any organization. Its importance includes:
1. Provides Direction: It gives a clear path to managers and employees about what needs to be done.
2. Reduces Uncertainty: Planning helps managers face future risks by predicting problems and preparing solutions.
3. Promotes Coordination: It brings all departments and employees together and aligns their efforts towards common goals.
4. Improves Efficiency: Proper planning avoids wastage of time, money, and resources.
5. Facilitates Decision-Making: It helps managers choose the best course of action from different alternatives.
6. Encourages Innovation: While preparing plans, managers think creatively and come up with new ideas.
7. Helps in Control: Planning sets standards for performance. This makes it easier to compare actual work with planned work and take corrective actions.

Discuss the types of planning – strategic, tactical, and operational.
1. Strategic Planning
Strategic planning is the long-term planning done by top management. It focuses on the overall direction of the organisation. This type of planning decides major goals, such as expansion, new products, entering new markets, or improving brand image. The time period is usually 3 to 5 years or more. Strategic plans provide a broad framework that guides all departments and helps the organisation achieve its long-term vision.
2. Tactical Planning
Tactical planning is the medium-term planning carried out by middle-level managers. It helps in converting strategic plans into specific actions for different departments. For example, if the strategic plan is to increase sales, the tactical plan may include steps like setting sales targets, promoting products, or training the sales team. The time period is usually 1 to 2 years. Tactical planning makes the strategic plan clearer and more workable.
3. Operational Planning
Operational planning is the short-term, day-to-day planning done by lower-level managers or supervisors. It focuses on routine activities such as scheduling work, assigning tasks, managing daily operations, or maintaining quality. The time period may be daily, weekly, or monthly. Operational planning ensures that everyday work runs smoothly and supports both tactical and strategic plans.




What is Management by Objectives (MBO)? Explain its Process and Advantages.
Meaning of Management by Objectives (MBO)
Management by Objectives (MBO) is a management approach where managers and employees work together to set clear, measurable goals for a specific period. Everyone understands what they must achieve and how their performance will be evaluated. It helps in improving responsibility, coordination, and performance in an organisation.
Process of MBO
1. Setting Organisational Goals : The top management first sets broad goals for the entire organisation. These goals act as a direction for all departments and employees.
2. Setting Individual Goals : Managers discuss with employees to fix specific, measurable, achievable, realistic, and time-bound (SMART) goals for each person. This creates clarity in work.
3. Developing Action Plans: After goals are set, action plans are created. These include steps, responsibilities, and resources needed to reach the goals.
4. Regular Monitoring and Review: Progress is reviewed regularly. Managers guide employees, provide support, and solve problems that arise during the work.
5. Performance Evaluation: At the end of the period, actual performance is compared with the set goals. Rewards, promotions, or training needs are decided based on performance.
6. Feedback and Improvement: Constructive feedback is given to employees, and new goals are set for the next cycle. This creates continuous improvement.
Advantages of MBO
1. Clear Goals and Direction : MBO provides clarity because goals are mutually set. Employees know exactly what they have to do.
2. Better Motivation: When employees are involved in setting goals, they feel responsible and motivated to achieve them.
3. Improved Communication: Regular discussions between managers and employees improve understanding, trust, and teamwork.
4. Better Performance Measurement: MBO uses measurable goals, so performance can be evaluated more accurately and fairly.
5. Encourages Planning and Control: It promotes systematic planning and continuous control of work, reducing confusion and delays.
6. Develops Managerial Skills: Managers learn to set goals, plan, communicate, and evaluate performance more effectively.
Describe the advantages and limitations of planning.
1. Advantages of Planning
a) Provides Direction
Planning gives a clear path for the organisation. 
It guides employees on what to do, how to do it, and when to do it.
Because of this, everyone works towards the same goal.
b) Reduces Uncertainty
Planning helps managers think about future problems and opportunities.
By preparing in advance, the organisation can face unexpected changes more confidently.
c) Improves Coordination
When all departments follow a common plan, their activities become better coordinated.
It reduces confusion and helps different units work smoothly together.
d) Encourages Innovation and Creativity
During planning, managers think of new ideas, new methods, and better ways to achieve goals.
This improves efficiency and introduces new practices.
e) Helps in Decision-Making
Planning provides detailed information and alternatives.
Managers can compare these options and choose the best one.
f) Better Control
Planning sets standards for performance.
Managers can compare actual work with the plan and take corrective action whenever required.
2. Limitations of Planning
a) Time-Consuming
Planning takes a lot of time to collect information, analyse it, and prepare strategies.
Sometimes urgent situations cannot wait for lengthy planning.
b) Costly Process
Planning requires money, skilled people, research, and data collection.
Small organisations may not afford detailed planning.
c) Rigid in Nature
Once a plan is made, people may follow it strictly even if situations change.
This reduces flexibility and may affect performance.
d) Not Always Accurate
Plans are based on forecasts of the future.
If the predictions are wrong, the entire plan may fail.
e) Does Not Guarantee Success
Even a perfect plan cannot ensure success because external factors like government policies, technology, and market changes may affect the results.



1. State any two features of planning.
(a) Planning is Goal-Oriented
Planning always starts with deciding clear goals. Every plan is prepared to achieve specific objectives such as increasing sales, reducing costs, or improving efficiency. Without a goal, planning has no direction or purpose.
(b) Planning is a Future-Oriented Process
Planning involves looking ahead and predicting future conditions. Managers analyse possible opportunities and problems before taking actions. This helps the organisation prepare for future challenges and make better decisions.
2. What are objectives and policies?
Objectives
Objectives are the specific results or outcomes that an organisation aims to achieve. They act as targets for employees and guide all organisational activities. For example, increasing profits by 10% or expanding into a new market are objectives.
Policies
Policies are general guidelines that help employees make decisions in a consistent manner. They guide day-to-day actions and ensure that everyone follows the same rules. For example, “Return goods within 7 days” or “Recruit only qualified candidates” are organisational policies.
3. Define strategy.
Definition of Strategy
A strategy is a long-term plan designed by the management to achieve major goals and deal with competition. It involves deciding how resources should be used, which markets to enter, and how the organisation will succeed in the future. Strategy helps the organisation gain an advantage and achieve its objectives effectively.

