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Chapter at a Glance
Planning is the first managerial function. It means thinking before acting:
deciding future objectives, selecting the best course of action, and
preparing in advance for changing conditions.

This chapter explains the meaning and characteristics of planning, its
importance and limitations, the planning process, different types of plans,
and the major components of planning.

Stage Topic What You Learn

1 Concept of Planning Meaning, definition and core logic

2 Characteristics Nature of planning

3 Importance Why planning is essential

4 Limitations Why planning cannot remove all uncertainty

5 Planning Process 8-step planning process

6 Types of Plans Standing, strategic, tactical, operational, single-use and
contingency plans

7 Components of Planning Objectives, strategy, policy, method/procedure, rules,
budget and programme

EXAM IMPORTANT

Very high-value areas: characteristics, importance, limitations, process of
planning, types of plans, and components/elements of planning.
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Learning Objectives
After studying this chapter, you will be able to:

• define planning in simple and academic language.
• explain all major characteristics of planning.
• explain the importance of planning for business decisions.
• describe the limitations of planning without confusing them with

disadvantages of management.
• write the planning process in the correct sequence.
• explain different types of plans with examples.
• distinguish standing, strategic, tactical, operational, single-use and

contingency plans.
• explain the main components of planning such as objectives, strategy,

policy, procedure, rules, budget and programme.
• write board-style answers with strong presentation and examples.

SMIT SIR'S NOTE

The easiest logic of the chapter is: Decide the future -> collect
information -> compare alternatives -> choose -> support the choice
with plans -> implement -> evaluate.
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3.1 Planning - Meaning and Concept
Meaning: Planning means deciding in advance what is to be done, how it is
to be done, when it is to be done and who will do it.

In Simple Words: Planning is thinking before doing.

KEY TERM - PLANNING

A managerial process of selecting future objectives and deciding the best
course of action in advance.

Example: A school decides in advance the syllabus schedule, test dates,
revision weeks, responsible teachers and available resources before the
term begins.

REMEMBER THIS

Planning deals with the future. It reduces confusion by deciding the
course of action before work begins.



SMIT SIR COMMERCE GSEB Std. 12 | OCM | Chapter 3

Smit Sir Commerce | www.smitsircommerce.in Page 5

3.1.2 Definition of Planning
The chapter explains planning as a function in which assumptions, results,
policy, course of action, stages and methods are selected in advance.

Student-Friendly Meaning: Planning is a conscious effort to decide where
the organisation wants to go and how it will reach there.

EXAM IMPORTANT

For a definition answer, include these three ideas: future + selection of
alternatives + predetermined objectives.
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3.1.3 Characteristics of Planning
No. Characteristic Core Idea

1 Universal Process Planning is required in all fields and organisations.

2 Primary Function Management begins with planning.

3 Conscious and Mental Process Planning requires thinking, judgement and
decision-making.

4 Flexibility Plans may change when circumstances change.

5 Precise Planning should be based on accurate and clear
information.

6 Forecasting is Essential Future conditions and uncertainties must be considered.

7 List of Alternatives Planning requires different possible courses of action.

8 Concerned with Future Planning deals with future actions and uncertainties.

9 Continuous Process Planning continues as circumstances and objectives
change.

10 Objective-Oriented Activity Planning is designed to achieve predetermined objectives.

11 Requires Decision Process Alternatives must be evaluated and one selected.
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1. Universal Process
Meaning: Planning is required in business, education, government, social
institutions and other organised activities.

Example: A hospital plans staff shifts, medicine supply and patient services.

2. Primary Function
Meaning: Planning comes before organising, staffing, directing and
controlling.

Example: A manager first decides the sales target before arranging sales
staff and budgets.

3. Conscious and Mental Process
Meaning: Planning requires deliberate thinking, analysis, imagination and
judgement.

Example: A manager compares several market-entry choices before
selecting one.

4. Flexibility
Meaning: Plans are not permanently fixed. They may be changed when
circumstances change.

Example: A company changes its promotion plan after a competitor
launches a new product.
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5. Precise
Meaning: Planning should use accurate, clear and relevant information so
decisions are meaningful.

Example: A budget based on wrong sales data can lead to a wrong
production plan.

6. Forecasting is Essential
Meaning: Since planning deals with the future, managers must estimate
future conditions and uncertainties.

Example: A business forecasts demand before deciding production quantity.

7. List of Alternatives
Meaning: Planning requires identifying different possible ways of achieving
the objective.

Example: A company may sell through its own store, distributors or online
platforms.

8. Concerned with Future
Meaning: Planning is future-oriented and tries to prepare the organisation
for coming conditions.

Example: A company plans expansion for the next financial year.
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9. Continuous Process
Meaning: Planning does not stop permanently. New goals, information and
circumstances require new plans.

Example: After one annual plan ends, the business prepares the next year's
plan.

10. Objective-Oriented Activity
Meaning: Planning exists to achieve specific predetermined objectives.

Example: If the target is to reduce delivery time by 20%, all plans are
designed around that goal.

11. Requires Decision Process
Meaning: Planning requires evaluation of alternatives and selection of the
best alternative.

Example: A company compares three suppliers and chooses the most
suitable one.

EXAM IMPORTANT

Planning characteristics are frequently asked. Write them in the textbook
sequence and explain each in 1-2 clear lines.
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3.1.4 Importance of Planning
No. Importance Simple Meaning

1 Activities are Done Systematically Work follows a planned order.

2 Wastage of Resources Can Be
Avoided

Resources are used more carefully.

3 Reduces Future Uncertainties The business prepares for likely future situations.

4 Leads to Precision Clear information and targets improve accuracy.

5 Useful for Achievement of Objectives Efforts stay focused on goals.

6 Smoothness in Other Managerial
Functions

Other functions become easier.

7 Increase Employees' Co-operation People understand roles and expectations.

8 Effective Control Becomes Possible Actual results can be compared with plans.

9 Helps Co-ordinate Various Activities Departments can work in harmony.
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1. Activities are Done Systematically
Explanation: Planning arranges work in a logical sequence instead of
allowing random action.

Example: A school follows an academic calendar rather than deciding every
test at the last moment.

2. Wastage of Resources Can Be Avoided
Explanation: Proper planning reduces unnecessary use of money, material,
time and labour.

Example: A production plan avoids over-ordering raw material.

3. Reduces Future Uncertainties
Explanation: Planning cannot remove uncertainty, but it prepares the
business for likely future events.

Example: A retailer keeps alternative suppliers in case one supplier fails.

4. Leads to Precision
Explanation: Planning requires careful data and clear decisions, making
action more accurate.

Example: A company sets exact monthly sales targets instead of saying
only 'increase sales'.

5. Useful for Achievement of Objectives
Explanation: Planning directs all activities toward the final objective.

Example: A target to increase market share shapes the product, pricing and
promotion plan.
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6. Smoothness in Other Managerial Functions
Explanation: Organising, staffing, directing and controlling become easier
when plans are clear.

Example: A staffing plan tells HR how many employees are needed.

7. Increases Employees' Co-operation
Explanation: When employees understand objectives and planned activities,
co-operation improves.

Example: Departments know their deadlines and interdependence in a
project.

8. Effective Control Becomes Possible
Explanation: Control requires standards. Planning provides those standards
and targets.

Example: Actual production can be compared with planned production.

9. Helps Co-ordinate Various Activities
Explanation: Planning creates common direction among departments and
reduces conflict.

Example: Marketing, production and finance follow one common launch
schedule.

EXAM IMPORTANT

Planning does not guarantee success. Its importance lies in reducing
confusion, preparing for uncertainty and creating a basis for action and
control.
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3.1.5 Limitations of Planning
Planning is essential, but it has limitations. It cannot make the future fully
certain.

No. Limitation Core Idea

1 Uncertain Future Planning is based on assumptions and forecasts.

2 Expensive Process Planning requires experts, information and analysis.

3 Time Consuming Collecting and analysing information takes time.

4 Planning Becomes Irrelevant Rapid changes can make an old plan unsuitable.

5 Tends towards Rigidity Employees may become too attached to an existing plan.

6 Uncertainty of External Factors Government, economy, society and nature can change
unexpectedly.

7 Incomplete Information Wrong or incomplete information can produce weak
plans.

8 Restriction on Employees' Creativity Rigid plans can reduce employee initiative.

9 Use of Faulty Methods Wrong assumptions or methods can produce poor
decisions.

10 Other Factors Technology, leadership, personality and other factors
affect planning.
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1. Uncertain Future
Explanation: Planning is based on assumptions and forecasts. Future events
may be different from what was expected.

Example: Demand may suddenly fall because of a new competitor.

2. Expensive Process
Explanation: Planning may require specialists, surveys, research and
information systems.

Example: A market research project can cost significant money.

3. Time Consuming
Explanation: Managers need time to collect, classify and analyse
information and evaluate alternatives.

Example: A long investment decision may take weeks or months.

4. Planning May Become Irrelevant
Explanation: A plan prepared under old circumstances may become
unsuitable after major changes.

Example: A travel business plan may become useless if government
restrictions suddenly change.
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5. Tends towards Rigidity
Explanation: Employees may follow a plan too strictly even when
circumstances require adjustment.

Example: A sales team refuses a useful new idea because it is not in the
original plan.

6. Uncertainty of External Factors
Explanation: Economic, political, social, legal or natural changes are outside
the firm's control.

Example: Unexpected tax changes affect the budget.

7. Incomplete Information
Explanation: Plans based on incomplete or wrong information may produce
the wrong result.

Example: A company enters a market without accurate demand data.

8. Restriction on Employees' Creativity
Explanation: If plans are extremely rigid, employees may avoid new
suggestions.

Example: Employees stop proposing process improvements because every
step is fixed.

9. Use of Faulty Methods
Explanation: Wrong assumptions, models or statistical methods can lead to
poor decisions.

Example: A wrong demand forecast leads to excess stock.

10. Other Factors
Explanation: Technology, leadership, personality and many other conditions
influence the effectiveness of planning.

Example: A technically good plan may fail because of weak leadership.

SMIT SIR'S NOTE

A limitation does not mean planning is useless. It means managers must
use planning carefully and flexibly.
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3.2 Process of Planning
Planning is an intellectual process. The chapter explains the following
sequence:

Step Stage What Happens

1 Determination of Objectives Fix what the organisation wants to achieve.

2 Clarifying Planning Premises Identify assumptions and future conditions.

3 Collection and Analysis of
Information

Gather and analyse relevant information.

4 Preparation of Alternative Plan Identify different possible courses of action.

5 Evaluation of Alternatives Compare alternatives on relevant factors.

6 Selection of Best Alternative Choose the most suitable alternative.

7 Formulation and Evaluation of
Subsidiary Plan

Prepare supporting plans for implementation.

8 Evaluation of Plan Review the complete plan and its likely effectiveness.
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1. Determination of Objectives
Meaning: Planning starts by deciding the objectives. Objectives should be
clear and realistic.

Example: Increase annual sales by 15%.

2. Clarifying Planning Premises
Meaning: Managers identify assumptions about future conditions such as
demand, competition, cost and policies.

Example: Planning assumes demand will grow by 10% next year.

3. Collection and Analysis of Information
Meaning: Relevant internal and external information is collected and
analysed before deciding.

Example: The firm studies customer demand, cost, competitor prices and
sales records.

4. Preparation of Alternative Plan
Meaning: Different possible courses of action are identified.

Example: Sell through own store, distributors or an online channel.
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5. Evaluation of Alternatives
Meaning: Each alternative is examined for cost, risk, benefit and suitability.

Example: The business compares delivery speed, cost and reach of each
channel.

6. Selection of Best Alternative
Meaning: The most suitable alternative is selected after evaluation.

Example: The company selects a combination of online sales and
distributors.

7. Formulation and Evaluation of Subsidiary Plan
Meaning: Supporting or subsidiary plans are created so the main plan can
be implemented.

Example: A marketing plan is supported by a budget, staffing plan and
advertising schedule.

8. Evaluation of Plan
Meaning: The complete plan is reviewed to ensure it can achieve the
objective effectively.

Example: Before implementation, management rechecks cost, timing and
expected results.

REMEMBER THIS

Planning Process: Objectives -> Premises -> Information -> Alternatives
-> Evaluate -> Select -> Subsidiary Plans -> Final Evaluation.
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3.3 Types of Plans
Type Main Purpose Typical Time / Nature

Standing Plan Guide repeated and recurring situations Continuous / repeated

Strategic Plan Long-term direction linked with major
objectives

Long-term

Tactical Plan Shorter-term plan for implementing strategy Usually medium /
short-term

Operational Plan Routine departmental or operating work Short-term / day-to-day

Single Use Plan For a specific non-recurring objective One-time

Contingency Plan Alternative plan for unexpected change Used when required
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1. Standing Plan
Meaning: A standing plan is designed for repeated or recurring situations.

Example: Standard procedure for handling customer complaints.

2. Strategic Plan
Meaning: A strategic plan provides long-term direction and is closely
connected with major organisational objectives.

Example: A company decides to become a national brand within five years.

3. Tactical Plan
Meaning: Tactical plans are prepared mainly by middle management to
translate strategy into shorter-term action.

Example: A regional marketing plan for the next year to support the
national growth strategy.

4. Operational Plan
Meaning: Operational plans guide routine daily or short-term departmental
activities.

Example: Weekly production schedule or monthly sales route plan.
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5. Single Use Plan
Meaning: A single-use plan is prepared for a special, non-recurring activity
or objective.

Example: Plan for organising one annual exhibition.

6. Contingency Plan
Meaning: A contingency plan is an alternative plan prepared to deal with
unexpected situations.

Example: A company prepares an alternate supplier plan in case the main
supplier cannot deliver.

EXAM IMPORTANT

Easy memory: Standing = repeated; Strategic = long-term direction;
Tactical = strategy support; Operational = routine; Single-use =
one-time; Contingency = backup.
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3.4 Elements / Components of
Planning
The textbook explains the main components of planning as:

Component Core Meaning

Objectives What the organisation wants to achieve.

Strategy Broad approach for achieving objectives and facing competition.

Policy General guideline for recurring decisions.

Method / Procedure Specified way or sequence for performing work.

Rules Specific instruction regarding what must or must not be done.

Budget Quantitative statement of expected activities, income or
expenditure.

Programme Sequence of activities for completing a particular objective.
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3.4.1 Objectives
Meaning: Objectives are the results that the organisation wants to achieve.

Simple Explanation: Objectives give direction to planning. Without clear
objectives, there is no basis for selecting a plan.

Example: Reduce production cost by 8% this year.

KEY TERM - OBJECTIVE

A predetermined result toward which organisational efforts are directed.

EXAM IMPORTANT

Objectives should be clear, practical and not over-ambitious.
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3.4.2 Strategy
Meaning: Strategy is a broad course of action used to achieve important
objectives, especially in relation to competition and changing conditions.

Example: A company may adopt a low-price strategy to compete in a
price-sensitive market.

REMEMBER THIS

Strategy answers: How will we compete and achieve the objective?
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3.4.3 Policy
Meaning: Policy is a general guideline that helps managers make recurring
decisions consistently.

Example: A company may have a policy that customer complaints must be
resolved within 48 hours.

SMIT SIR'S NOTE

Policy does not prescribe every tiny step. It provides a general decision
guideline.
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3.4.4 Method / Procedure
Method: A specific way of performing a particular task.

Procedure: A sequence of steps to be followed for completing a recurring
activity.

Example: Method = one approved way of checking inventory. Procedure =
full sequence from receiving stock to recording and storing it.

EXAM IMPORTANT

Method = how one task is done. Procedure = sequence of several steps.
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3.4.5 Rules
Meaning: Rules specify what must or must not be done in a particular
situation.

Example: 'No smoking in the factory area.'

Logic: Rules are more specific and less flexible than policies.

REMEMBER THIS

Policy guides judgement. Rule gives a specific instruction.
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3.4.6 Budget
Meaning: A budget is a quantitative statement of expected activities,
income, expenditure or resource requirements for a specific period.

Examples: sales budget, production budget, cash budget and capital
expenditure budget.

Why useful: Budget helps control expenditure and evaluate actual
performance against planned figures.

EXAM IMPORTANT

Budget = plan expressed mainly in numerical / quantitative form.
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3.4.7 Programme
Meaning: A programme is a sequence of activities arranged to achieve a
specific objective.

Example: A new product launch programme may include product testing,
packaging, advertising, dealer meetings and launch day activities.

Control link: Actual progress can be compared with the programme
schedule and corrective action can be taken if necessary.
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Important Comparison - Policy,
Procedure, Rule, Budget and
Programme

Element Main Purpose Example

Policy Guide recurring decisions Complaint-resolution policy

Procedure Sequence of steps Recruitment procedure

Rule Specific do / don't instruction No entry without ID card

Budget Quantitative plan Annual advertising budget

Programme Sequence of activities for a project Annual function programme

SMIT SIR'S NOTE

These terms are frequently confused. Learn them by asking: guideline,
sequence, instruction, number or activity schedule?
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Chapter Glossary
Term Simple Meaning

Planning Deciding future actions in advance to achieve objectives.

Objective Predetermined result that the organisation wants to achieve.

Forecasting Estimating future conditions relevant to planning.

Alternative One possible course of action among several choices.

Planning Premise Assumption about future conditions used as the basis of planning.

Standing Plan Plan used repeatedly for recurring situations.

Strategic Plan Long-term plan linked with major organisational objectives.

Tactical Plan Plan that translates strategy into shorter-term action.

Operational Plan Plan for routine and day-to-day work.

Single-Use Plan Plan prepared for a special non-recurring purpose.

Contingency Plan Backup plan for unexpected situations.

Policy General guideline for recurring decisions.

Procedure Sequence of steps for completing an activity.

Rule Specific instruction about what must or must not be done.

Budget Quantitative plan for a period.

Programme Sequence of activities for achieving a specific objective.



SMIT SIR COMMERCE GSEB Std. 12 | OCM | Chapter 3

Smit Sir Commerce | www.smitsircommerce.in Page 32

Common Mistakes Students Make
COMMON MISTAKE

Wrong idea: Planning removes all uncertainty.
Correct idea: Planning reduces uncertainty; it cannot eliminate the
future's unpredictability.

COMMON MISTAKE

Wrong idea: Planning and forecasting are the same.
Correct idea: Forecasting estimates the future; planning decides future
action using such estimates.

COMMON MISTAKE

Wrong idea: Planning is a one-time function.
Correct idea: Planning is continuous because objectives and conditions
keep changing.

COMMON MISTAKE

Wrong idea: Strategic and tactical plans are the same.
Correct idea: Strategic plans give long-term direction; tactical plans
convert strategy into shorter-term departmental action.

COMMON MISTAKE

Wrong idea: Standing and single-use plans are the same.
Correct idea: Standing plans recur; single-use plans are for one special
purpose.

COMMON MISTAKE

Wrong idea: Policy and rule are the same.
Correct idea: Policy guides decisions; rule gives a specific instruction.
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COMMON MISTAKE

Wrong idea: Procedure and method are the same.
Correct idea: Procedure is a sequence of steps; method is the specific
way of performing one task.

COMMON MISTAKE

Wrong idea: Budget is only about expenses.
Correct idea: A budget may cover sales, production, cash, capital
expenditure and other quantitative plans.
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How to Write Major Answers in the
Exam
### Q1. Explain the Characteristics of Planning
Best structure: One-line meaning -> write all 11 characteristics in textbook
order -> 1-2 lines explanation each.

### Q2. Explain the Importance of Planning
Best structure: Short introduction -> 9 importance points -> practical
explanation.

### Q3. Explain the Limitations of Planning
Best structure: Mention that planning is necessary but not perfect ->
explain all major limitations clearly.

### Q4. Explain the Process of Planning
Best structure: Write the 8 stages in exact sequence and explain each.

### Q5. Explain Types of Plans
Best structure: Meaning of each plan + one simple example.

### Q6. Explain Components of Planning
Best structure: Objectives -> Strategy -> Policy -> Method/Procedure ->
Rules -> Budget -> Programme.

EXAM IMPORTANT

Planning questions are sequence-heavy. Correct order + proper headings
+ short examples can make your answer much stronger.
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Practice Set A - MCQs
1. Planning is mainly concerned with:

• A. future
• B. past only
• C. ownership
• D. audit

2. Which is the first function of management?
• A. Planning
• B. Controlling
• C. Directing
• D. Staffing

3. Planning is called a mental process because it requires:
• A. thinking and judgement
• B. only physical work
• C. no decisions
• D. no information

4. Which characteristic means planning may change when circumstances change?
• A. Flexibility
• B. Rigidity
• C. Finality
• D. Permanence

5. Forecasting is essential because planning deals with:
• A. future uncertainties
• B. past accounts only
• C. only employees
• D. ownership

6. Which of the following is a limitation of planning?
• A. Uncertain future
• B. Objective achievement
• C. Co-ordination
• D. Control

7. The first step in planning process is:
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• A. Determination of objectives
• B. Selection of best alternative
• C. Budgeting
• D. Evaluation of plan

8. After identifying alternatives, the next important step is:
• A. evaluation of alternatives
• B. staffing
• C. controlling
• D. recruiting

9. A plan for repeated situations is called:
• A. Standing plan
• B. Single-use plan
• C. Contingency plan
• D. Tactical plan

10. A long-term plan linked with major objectives is:
• A. Strategic plan
• B. Operational plan
• C. Single-use plan
• D. Rule

11. A plan for routine daily work is:
• A. Operational plan
• B. Strategic plan
• C. Single-use plan
• D. Policy

12. A backup plan for unexpected conditions is:
• A. Contingency plan
• B. Standing plan
• C. Rule
• D. Policy

13. Which element gives a general decision guideline?
• A. Policy
• B. Rule
• C. Budget
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• D. Objective

14. Which element gives a specific instruction?
• A. Rule
• B. Policy
• C. Strategy
• D. Objective

15. A plan expressed mainly in numerical form is:
• A. Budget
• B. Rule
• C. Policy
• D. Procedure
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Practice Set B - Conceptual MCQs
16. A company prepares three possible marketing approaches before choosing one.
Which characteristic?

• A. List of alternatives
• B. Rigidity
• C. Past orientation
• D. No decision

17. A manager changes the plan after a tax-policy change. Which characteristic?
• A. Flexibility
• B. Permanence
• C. Finality
• D. No planning

18. A plan becomes unsuitable after a sudden market change. Which limitation?
• A. Planning becomes irrelevant
• B. Precision
• C. Objective orientation
• D. Co-ordination

19. Employees stop suggesting improvements because every action is fixed. Which
limitation?

• A. Restriction on creativity
• B. Precision
• C. Control
• D. Objective orientation

20. A one-time exhibition plan is:
• A. Single-use plan
• B. Standing plan
• C. Strategic plan
• D. Policy

21. A regional annual plan supporting a five-year strategy is:
• A. Tactical plan
• B. Strategic plan
• C. Rule
• D. Budget
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22. A statement 'No entry without ID card' is a:
• A. Rule
• B. Policy
• C. Strategy
• D. Objective

23. A recruitment sequence from application to interview to appointment is a:
• A. Procedure
• B. Rule
• C. Budget
• D. Objective

24. A target to reduce cost by 10% is a:
• A. Objective
• B. Rule
• C. Procedure
• D. Contingency plan

25. A sales budget is primarily a:
• A. quantitative plan
• B. rule
• C. policy
• D. staffing method
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MCQ Answer Key
Q Ans

1 A

2 A

3 A

4 A

5 A

6 A

7 A

8 A

9 A

10 A

11 A

12 A

13 A

14 A

15 A

16 A

17 A

18 A

19 A

20 A

21 A

22 A

23 A

24 A

25 A
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SMIT SIR'S NOTE

If you get an MCQ wrong, revise the exact concept: characteristic,
limitation, planning step, type of plan or planning component.
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Exam Question Bank - One Sentence
• In which fields is planning found?
• Give the full form of O.R.
• What is meant by forecasting?
• What is the principle of 'Look and Leap' related to?
• State any two types of budget.
• What is meant by contingency plan?
• What is policy?
• What is method / procedure?
• What is a rule?
• What is a programme?
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Exam Question Bank - Short Answers
• Why is planning a primary function of management?
• What do you mean by determination of objectives?
• Explain why planning is a mental process.
• What is meant by subsidiary plan?
• Why is forecasting essential for planning?
• Why does planning require alternatives?
• Why can planning become irrelevant?
• Why does planning sometimes restrict creativity?
• Explain standing plan and contingency plan.
• State the elements/components of planning.
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Exam Question Bank - Brief / Detailed
Answers
Brief-answer questions:

• Explain how planning brings smoothness in managerial functions.
• Explain any four elements/components of planning.
• Explain any four limitations of planning.
• Explain the importance of planning.
• Explain operational and contingency plans.
• Discuss single-use plan and contingency plan.
• Explain why planning is a conscious and mental process.
• Explain why planning is concerned with future.

Detailed-answer questions:
• What is planning? Explain its characteristics.
• Describe the planning process in detail.
• Explain the elements/components of planning.
• Explain the limitations of planning.
• Discuss different types of plans.
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Application / Case-Based Practice
Case 1
A company studies demand, competitor prices and customer trends before
selecting among three sales channels. Which planning steps are involved?

Answer: Collection and analysis of information, preparation of alternatives
and evaluation of alternatives.

Case 2
A business decides it wants to increase sales by 20% next year. Which
planning step?

Answer: Determination of objectives.

Case 3
A company creates a backup supplier arrangement in case the main
supplier fails. Which type of plan?

Answer: Contingency plan.

Case 4
A weekly production schedule guides routine departmental work. Which
plan?

Answer: Operational plan.

Case 5
The firm has a general guideline that all credit sales require manager
approval. Which component?

Answer: Policy.

Case 6
The statement 'No smoking in the factory' is what?

Answer: Rule.

Case 7
A company prepares a new product launch only once. Which type of plan?

Answer: Single-use plan.

Case 8
The firm prepares a numerical estimate of expected advertising
expenditure. Which component?
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Answer: Budget.
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5-Minute Chapter Revision
Planning: Deciding future actions in advance.

Characteristics: Universal, primary, mental, flexible, precise, forecasting,
alternatives, future-oriented, continuous, objective-oriented, decision
process.

Importance: Systematic work, less waste, reduced uncertainty, precision,
objectives, smooth management, co-operation, control, co-ordination.

Limitations: Uncertain future, expensive, time-consuming, may become
irrelevant, rigidity, external uncertainty, incomplete information, less
creativity, faulty methods, other factors.

Process: Objectives -> Premises -> Information -> Alternatives -> Evaluate
-> Select -> Subsidiary Plans -> Evaluate Plan.

Types: Standing, Strategic, Tactical, Operational, Single-use, Contingency.

Components: Objectives, Strategy, Policy, Method/Procedure, Rules,
Budget, Programme.

EXAM IMPORTANT

Ultra-short memory line: Think Future -> Compare Choices -> Choose ->
Support -> Review.
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One-Page Master Revision Sheet
Topic Must Remember

Meaning Decide future action in advance

Characteristics 11 features - especially primary, mental, flexible, future, alternatives,
decision process

Importance Systematic work, resource saving, uncertainty reduction, objectives,
control, co-ordination

Limitations Future uncertain, costly, time consuming, rigidity, external factors,
faulty data/methods

Process 8 steps from objectives to final evaluation

Standing Repeated situations

Strategic Long-term direction

Tactical Supports strategy at middle level

Operational Routine short-term activities

Single Use One-time objective

Contingency Backup for unexpected change

Objective Result to be achieved

Strategy Broad approach

Policy General guideline

Procedure Sequence of steps

Rule Specific instruction

Budget Quantitative plan

Programme Sequence of activities

### Have You Mastered This Chapter?
• ☐ I can define planning clearly.
• ☐ I can explain all major characteristics.
• ☐ I can explain importance and limitations separately.
• ☐ I can write all 8 planning steps in correct order.
• ☐ I can identify all 6 types of plans from examples.
• ☐ I can explain all planning components.
• ☐ I can distinguish policy, procedure, rule, budget and programme.
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• ☐ I can solve MCQs and case-based questions without guessing.
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CHAPTER 3 COMPLETE
Planning

SMIT SIR'S FINAL MESSAGE

Planning does not predict the future perfectly. Its real purpose is to
prepare the organisation: set clear objectives, understand assumptions,
compare alternatives, choose intelligently and stay flexible when
circumstances change.
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