DR. PANKAJ KUMAR SHARMA, FACULTY OF COMMERCE, DSPMU

MANAGEMENT

PRINCIPLES AND APPLICATIONS

UNIT-2

PART-VII

Importance/Significance of Planning:

1. Planning provides Direction:

Planning is concerned with predetermined.course of action. It
provides the directions to the efforts of employees. Planning
makes clear what employees have to'de, how to do, etc. By stating
in advance how work has to be donejplanning provides direction
for action. Employees know in.advance in which direction they
have to work. This leads to Unity of Direction also. If there were
no planning, employeesswould be working in different directions
and organisation would.not be able to achieve its desired goal.

2. Planning Reduees the risk of uncertainties:

Organisations have to face many uncertainties and unexpected
situations every day. Planning helps the manager to face the
uncertainty because planners try to foresee the future by making
some, assumptions regarding future keeping in mind their past
experiences and scanning of business environments. The plans
are made to overcome such uncertainties. The plans also include
unexpected risks such as fire or some other calamities in the
organisation. The resources are kept aside in the plan to meet
such uncertainties.
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3. Planning reduces over lapping and wasteful activities:

The organisational plans are made keeping in mind the
requirements of all the departments. The departmental plans are
derived from main organisational plan. As a result, there will be
co-ordination in different departments. On the other hand, if the
managers, non-managers and all the employees are following
course of action according to plan then there will be integration
in the activities. Plans ensure clarity of thoughts and action.and
work can be carried out smoothly.

4. Planning Promotes innovative ideas:

Planning requires high thinking and it is anintellectual process.
So, there is a great scope of finding betterideas, better methods
and procedures to perform a particular.job. Planning process
forces managers to think differently;.and assume the future
conditions. So, it makes the managersinnovative and creative.

5. Planning Facilitates Deeision.Making:

Planning helps thé managers to take various decisions. As in
planning goals are'set.in advance and predictions are made for
future. These.predictions and goals help the manager to take fast
decisions:

6. Planning establishes standard for controlling:

Controlling means comparison between planned and actual
output and if there is variation between both then find out the
reasons for such deviations and taking measures to match the
actual output with the planned. But in case there is no planned
output then controlling manager will have no base to compare
whether the actual output is adequate or not.
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For example, if the planned output for a week is 100 units and
actual output produced by employee is 80 units then the
controlling manager must take measures to bring the 80 unit
production upto 100 units but if the planned output, i.e., 100
units is not given by the planners then finding out whether 80
unit production is sufficient or not will be difficult to know. So,
the base for comparison in controlling is given by planning
function only.

7. Focuses attention on objectives of the company:

Planning function begins with the setting up of‘the objectives,
policies, procedures, methods and rules, ete. which are made in
planning to achieve these objectives only:, When employees
follow the plan they are leading towards the achievement of
objectives. Through planning, effortsyof.all the employees are
directed towards the achievement, of\organisational goals and
objectives.

Limitations of Planning:

1. Planning leads t6 rigidity:

Once plans are made.to decide the future course of action the
manager may_not-be in a position to change them. Following
predefined plan when circumstances are changed may not bring
positive results for organisation. This kind of rigidity in plan may
create difficulty.

2. Planning may not work in dynamic environment:

Business environment is very dynamic as there are continuously
changes taking place in economic, political and legal
environment. It becomes very difficult to forecast these future
changes. Plans may fail if the changes are very frequent.
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The environment consists of number of segments and it becomes
very difficult for a manager to assess future changes in the
environment. For example there may be change in economic
policy, change in fashion and trend or change in competitor’s
policy. A manager cannot foresee these changes accurately and
plan may fail if many such changes take place in environment.

3. It reduces creativity:

With the planning the managers of the organisation ‘start
working rigidly and they become the blind followers of the plan
only. The managers do not take any initiative.to make changes in
the plan according to the changes prevailing.in the business
environment. They stop giving suggestions,and new ideas to
bring improvement in working because the guidelines for
working are given in planning only.

4. Planning involves huge Ceost:

Planning process involves.lot of.cost because it is an intellectual
process and companies need.to hire the professional experts to
carry on this process.\Aleng with the salary of these experts the
company has to spend.lot of time and money to collect accurate
facts and figures.~So, it is a cost-consuming process. If the
benefits of planning are not more than its cost then it should not
be carried on.

5. It is\a'time consuming process:

Planning process is a time-consuming process because it takes
long time to evaluate the alternatives and select the best one. Lot
of time is needed in developing planning premises. So, because
of this, the action gets delayed. And whenever there is a need for
prompt and immediate decision then we have to avoid planning.

6. Planning does not guarantee success:
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Sometimes managers have false sense of security that plans have
worked successfully in past so these will be working in future
also. There is a tendency in managers to rely on pretested plans.

It is not true that if a plan has worked successfully in past, it will
bring success in future also as there are so many unknown
factors which may lead to failure of plan in future. Planning.only
provides a base for analysing future. It is not a solution for future
course of action.

7. Lack of accuracy:

In planning we are always thinking in advance and planning is
concerned with future only and future'is always uncertain. In
planning many assumptions are.xmade to decide about future
course of action. But these assumptions are not 100% accurate
and if these assumptions downot.held true in present situation or
in future condition then whole'planning will fail.

For example, if in‘the plan it is assumed that there will be 5%
inflation rate and, infuture condition the inflation rate becomes
10% then the.wholeplan will fail and many adjustments will be
required t0'be.made.

External Limitations of Planning:
Sometimes planning fails due to following limitations on which
managers have no control.

(i) Natural calamity:
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Natural calamities such as flood, earthquake, famine etc. may
result in failure of plan.

(ii) Change in competitors’ policies:
Sometimes plan may fail due to better policies, product and
strategy of competitor which was not expected by manager.

(iii) Change in taste/fashion and trend in the market:
Sometimes plans may fail when the taste/fashionior\trend in
market goes against the expectation of planners.

(iv) Change in technologies:
The introduction of new technologies may-also.Jead to failure of
plans for products using old technology.

(v) Change in government/ecohemie,policy:

Managers have no contrel ever " government decisions. If
government economic orvindustrial policies are not framed as
expected by manager then also plans may fail.



