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Inpiay O Company Lovaren (I0CL):
PLaME To ENERGIZE WITH SUSTAIMABILITY

[ndiar Ol is India’s largest commercial organisation.
It is top ranked Indian compamy in the Fortune
“Global 5007 lisings (2017). Indian Oil%s vision is
driven by a group of dynamic leaders who have
made it a name o reckon with. With ower 34,000
strong work Force, o Maharatna Company, Indian
il has been helping to meet India's energy demands
and reaching petroleum produces o every pare of
India for over Ave decades. It plans to increase ks
business operations all around the waorld. In 20017-
18, the comparmy planned o invest T20,000 crore
in acguisicions and planned to expand overseas.
The company always believed to be ahead of the
demand. Last year too, [OMCL had invested close
to T20,000 crore, including arcwnd T16,000 crore
in various Indian projects and on acquisiticn for
upstream in Pussia. It is noteworthy, between 2002-
17, L ended up imvesting around T 75,000
crore against the trpeted planned investment of
pround T56,200 crore. All investments have been
in refinery expansion, upgndation of quality of
refineries, building new pipeines, getting more
aggressive in petrochemical projects, stting up new
natural gas facilities etc. [(CL is also looking at the
overseas market. Becently it was decided to open
an office in Bangladesh apart from talking o the
Government of Bangladesh on many accounts,
especially regarding LPG and natuml gas where it is
trying to take a linkage from IOCL pipeine going
up from Damn poject and West Bengal border
before finally connecting to the Bangladesh netwancke.
Far Mepal, FOCL plans to build a pipeline beteeen
Motibari terminal of [CL, which s camenty
coming up, and their vem facilities inside Mepal.
The compary has already signed a Memomndum
of Undemstanding {Moll} with Bhutan and looking
at newly opening mardkets such as Mynmar. The
company abways feels that they have to keep their
eyes open for new aogquisitions. The compamy has
got good eserves and were able to menente funds
through imtermal accruals But on o project basis
FOCL will certainly go into the madet — both

India and Owverseas, depending on which is cheaper
— to bormow money i needed.
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Introduction

You have just read about the plans of Indian Oil Company Limived
(IOCL). Of course, these are broad statements given by the company
and they have t be broken down into steps for implementation. This
iz an example of a company with a nation-wide reach striving to be
one of the top companies in India. Further more, every orpanisation
whether it is government-owned, a privately owned busines= or a
company in the private sector requires planning. The povernment
makes economic planning for the a small business has it own
plans, while other companies have big plans, sales plans, production
plans. All of them have some plans. All business firms would like
be successful, increase their sales and eam profits. All managers dream
of these and strive to achieve their goals. But w turn these dreams
into reality managers need to work hard in thinking about the foture,
in making business predictions and achieving targets. Dreams can be
turnad into reality only if business managers think in advance on what
to do and how to do it. This is the essence of planning,

You must have seen in films and advertissments how executives draw
up plans and malke powedful presentations in boardrooms. Do those
plans actually work? Does it improve efficiency? After all why should
we plan? Thesa are numerous questions to which we would like o find
solutions. Planning is certainly important as it tells us where to o,

it provides direction and reduces the dsk of uncerminty by preparing
forecasts.

Planning involves setting of poals. The entire managerial process is
concerned with accomplishing predetermined goals through planning,
organising, staffing, directing and controlling.

Planning is essential for busines organisations. It is difficult to manage
operations without formal planning. It is important for an orpanisation
to move towards achieving poals. But we have often seen in our daily
lives also, that things do not always po according to plan. Unforeseen
events and changes, rise in costs and prices, environmental changes,
government interventions, legal repulations, all affect our business
plans. Plans then need to be modified. If we cannot adhere to our
plans, then why do we plan at all? This is what we need to analyse.

However, despite its limitations, planning is not a useless exerdse. It is
a tool to be used with cantion. It provides a base for analysing futore
courses of action. But, it is not a solution o all problems.
An orpanimtion has w prepare a plan before making any decision
related to busines or undertaking any project. Plans can
be dasified into several types depending on the use and the length
of the planning period. Certain plans have a short-term horizon and
operational goals. These plans can be dassified into
single-use plans and standing plans.



Chapter 4: Planning

Planning: Concept and Process

Concept of Planning

Planning is deciding in advance what to do and how to do. It is one of [0 —
the basic managerial functions. Before doing something, the manager must
formulate an idea of how to work on a pa.rr_iv:ula.r task., Thes, Pﬁw&mhg s
closely conmected with creativity and innovaiion.

But the manager would first have to set objectives, only then will 2 manager
know where he has to go. Flanning seeks to bridpe the gap beveen where we
are and where we want ta go.

Planning is what managers at all levels do. It requires taking decisions since
it imvolves making a choice from alternative conmes of acrion.

Planning involves sctting objectives and developing appropriate courses
of action to achicve these objectives.

Objectives provide direction for all manaperial decisions and actions.
Planning provides a rational approach for achieving predetermined
objectives. All members, therefore, need o work towards achieving
organisational goals. These goals set the targets which need o be achieved
and against which acrual performance is measured. :

Planning means setting objectives and targets and formulating an Planning: Keeping the objective
action plan to achieve them. It is concerned with both ends and means  in view and being in action

i.e., what is to be done and how it is to be done.

The plan that is developed has to have a given time frame but time is a limited resource. It needs to be urilised
judiciously. If rime factor is not taken into consideration, conditions in the environment may change and all
business plans may go waste. Planning will be a futile exercise if it is not acted upon or implemented.

COMPREHENSIVE DEFINITION OF PLANNING

setting objectives for a given time period,
formulating various courses of action to achieve them, and then
selecting the best possible alternative from among the various courses of action available.

Planning Process
Pia.nniug is d:cidiug in advance what to do and how to do. It is a process The Flanning Process
of d:-:‘isil::nu making. Hc'w‘d-:: we go about making a plan? Since planning is Sefiing objectives
an activity there are certain logical steps for every manager to follow.
Developing Pramises
1. Setting Objectives s
The first and foremaost step in the planning process is setting objectives. Identifying atemative courses of aclion
Every organisation must have certain c-bj:ctiws.
7 Objectives may be set for the entire organisation and each
department or unit within the organisation. Selecling an altemative
7 Obijectives or goals specify what the organisation wants to achieve,
ie end point of planning or the end result of activities. For ﬂmﬂe‘, Impiemartng ihe plar
an organisation may have an nhj:v:ti?: :-fincrcasing sales |:r:|.r 10%% or
carning 20% Remurn on Investment (Rol) from business.

Evaluating alizmative courses of action

Faliow up action
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#  Objectives serve as a guide for overall business planning.

# They are usually set by top management of the organisation.
#  Different departments or divisions in the organisation may have their own abjectives.

2. Developing premises
Planning is concerned with the future, which is uncertain., Therefors, the manager is rcquircd to make certain
assumptions abour the future, which are considered to be the base material upon which plans are to be drawn.
These assumptions are called “planning premises’.
# Assumptions are made in the form of forecasts. Forecasting is important in developing premises as it is
tcd‘quu: n:-fg:aﬂ':crlng informarion.

# Forecasts can be made about the demand for a pamicular product, government policy change, interest
rates, tax rates, ctc. Accurnate forecasts, therefore, become essential for successful plans.

3. Identifying alternative courses of action
Ohnce ohjectives are set and assumptions are made, then the next step is to identify all possible alternative courses

of action to achieve the objectives.

If the project is important, then more alternatives should be generated and thoroughly discussed amongse the
members of the organisation.

4. Evaluating alternative courses

The next step is to weigh the pros and cons of cach alternative. The positive and negative aspects (ie., feasibiliy
and consequences) of each proposal are evaluated in the light of the objective to be achieved.

For r.r:-amg:!r, in financial plans the risk-return wade-off is very common. The more risky the investment, the
higher the renarns it is likely to give. To evaluate such proposals detailed calculations of earnings, sarnings per

share, interest, taxes, dividends are made and decisions are taken.

5. Selecting an alternative

This is the :'m.!r':mjr.rr af decision-making. The best plan has to be adopred and implemented. The ideal plan would
be the most feasible, profitable and with least negative consequences.

~ Sometimes, a combination of plans may be selected instead of one best course.
#  The manager will have © apply permutations and combinations and sclect the best possible course of action.

6. llnplvnwnting the pl:m

This step is concernad with purting the plan into action, i.e.. doing what is required.
# This is the step where other managerial functions also come into the picture. For example, if there is a
plan to increase production then more labour, more machinery will be required.
# This step would also invalve crganising for labour and purchase of machinery.

7. Follow-up action

Follow-up action means to see whether plans are being implemented and acrivities are performed according to
plans. Maonitoring the plan is equally important to ensure thar objectives are achieved.
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RECAP

Concept of Planning

PFlanning iz definad as the process of sethng objectives for a given time pariod, formulating varicus courses of action to achieve

themn and then selecting the best possible alternative from among the various courses of achon available.

Steps in Planning Process 5D IES IF

1. setting objectives: Objectives may be s2t for the entire organization and 2ach department or unit within the crganization.
They specify what the organization wants to achieve,

2. Developing Premises: Planning premises are the assurmptions made about the future. Assumptions are made in the form of
forecasts about the demand for the product etc. Planning premises are base material upon which plans are to be dravwn.

3. Identifying alternative courses of action: &3 there may be many ways to achieve the objectives, all the alternative courses
of action should be identified and thoroughly discussed.

4, Evaluating alternative courses of action: The positive and negative aspects [i.e., feasibility and consequences) of each
alternative are evaluated.

5. Selecting an alternative which involves scrutimizing the feasibility and consequences of each alternative before a choice is
made. This is the real point of decision-making. The best plan would be the most feasible, profitable and with least negative
CONSeqUENCES.

&, Implementing the plan: & means putting the plan inte acton. This is the step where other managerial funchions also come
inta the picture. This step would also involve organizing for lebour and purchase of machinery.

7. Follow up action which imachves seeing that activities are performed according to plans. Monitoring the plans is equally
important to ensure that chjectves are achieved.

Flanning has no meaning unless . {Complete the sentence)
is & process of decision-making. (Chouse the correct alternafive]
[a] Planning (b} Organising
[c] Directing idj controlling
3. is the step in the planning process where othar manzagerial functions also curve into the picture.
{Choose the correct alterngtive)
{a] Ewaluating alternaftive courses (k] selacting an alternative
{c) Implementing the plan (d] Following action
4, iz the step in the planning process which invelees organising for labour and purchase of machinery.

(Fill wp the biank with correct onswer)

5. Tosee whether plans are being implementad and activities are parformed according to schedule is a part of the planning

proCess. {True/Falss)

6. While formulating a plan, the manager is required to make certain assumptons about the future. What are these
assumphions called?

7. Following are the steps of Planning Process. Arrange them in correct sequance:
[a] Developing premises
[b) Identifiying the course of action
[c] Setting objective
[dj Ewvaluating alternative courses
E. “Management translates work into goals and also finds ways and means to achieve those goals.” Name the term highlighting
the above statement.

o, What is important in develoging planning premisas and why?

10. ‘To see whether plans are being implemented and activities are being performed according to schadule' is a step of
planning process.” ldentify the step. [CBSE 2013)
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‘Case SHJdIES-‘ Analysing, Evaluating & Creating Type Questions

1. A company is manufactaring garments. The manager wants to increase profits by purchasing new high
speed machines or increasing the sale price or using waste material in manufacturing stuffed toys.
He decided that ‘using waste material’ to increase the profit is the best solution for him.
{a) ldenatify the concept of management involved.
ib) Mention the steps involved in the above process by quoting the lines from the guestion.
i) To complete the process of the concept identified in (a), what two next steps does the manager have
to take? Explain. (6 marks)
Amns. (@) The concept of management involved is PLAMNMING.
iby Steps involved are:
(i) Setring objectives: increasing profits
(ii} Developing premises: making cerrain asumptions abourt furure.
(iif) ldentifying alternarive courses of acrion:
— purchasing new hizh speed machines, ar
— ingeasing the sale price, or
— using waste material in manufacturing stuffed toys
iivl Evaluating alternatives: positive and negative aspects of these alternatives are evaluared.
ivl Selecting an altemative: using waste marerial in manufacturing stuffed toys.
ic)  Furher steps o complete the process of planning:
ivi) Implementing the plan: This step is concernad with putting the plan into action. It invalves arganising
for labour and purchase of machinery.
iviijFollow-up action: The managers also take follow up action to ensure that objectives are achieved.

2. Having transformed 2,500 Kirana stores across eight cities inte virtual super markets, the starc up Cuick
Bizz further decided in advance, to collaborate with 15,000-20,000 store owners in top 30 cities of the
counitry by the end of this year. The company has set its eye on digitizing over 1,00,000 kirana stores over
mext 18-24 months.

{a) ldentify and explain the step in the process of one of the functions of management discussed above.

ib) Also explain the last step to be performed by Quick Bizz as part of the process.
(CBSE S0P 2018) (4 marks)

Ans. (a) Following is the step in process of Planning; Setting objectives {Explain)
ik} Following is the last step o be performed by Quick Bizz as part of the proces of Planning: Follow up
action iExplain)

3. On the introduction of Goods and Services Tax Act, experts in the field of business starved analysing and
forecasting its impact on various sectors and industries. Vivel, an established businessman, attended a
few seminars and conferences organised by such experts to familiarise himself with this information. He
wanted to use these forecasts to reduce the uncertainty in making decisions for the future in his business.
Mame the step in the planning process that is being discussed in the above paragraph.  (CBSE 20177 (1 mark)

Ans. Developing premises

4. Sawrabh decided to start a chocolates manufacturing business. He set the target of carning 10% profic
on sales in the first year As a good businessman, he was concerned about the future of the business,
which was uncertain. He gathered information that the demand for chocolates is increasing day-by-day.
He used this information as the base for future planning and shared it with his team. On the basis of the
gathered information, he scheduled a meeting in the following week to find innovative ways to achieve

the abjectives.
List the first two steps, which have been followed by Sanrabh thar are related to the process of one of the
functions of management. (CBSE 2018) (1 mark)

Ans. Two steps of Planning which have been followed by Saurabh are: (i) Secting Objectives (ii) Developing Premises




5.

Amns.

Amns.
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Saurabh Jain set up a telecom business in Nasik ° Ketone® with an ambitious targer of reaching out to
90%% of the Indian population within one year. He chose this business on the belief that the demand for
data services will increase 4 times within the next 2-3 years. To fulfill such an ambitious target, he had o
either acquire an existing telecom business or collaborate or go independent aggressively in the light of
tough competition. He assessed the proposals of different companies vis-a-vis eamings per share, taxes,
dividends paid etc. and their future projections knowing fully well that the projections may change if the
country’s economic policies get modified.
The above paragraph discusses some of the steps of one of the functions of management. By quoting the
lines from the above paragraph, explain these steps in chromelogical order. (6 marks)
Steps discused in the above case are: (Explain these steps)
i) Setting objectives

Saurmbh fain sev up a welecown businers in Nasik " Kevone' with an amiivious ravger of veaching our w 950% of

the Indian popularion within one year’
(i) Developing premises

He chose whis business on the belief vhar vhe demand for dava services will increase 4 wmes wichin the wexe 2-3 yoaars'
(i} Identitying altemative courses of action

To fulfill sch an ambivews varger, be bad ro efvher acguive an eximing raecom business or wllaborare or po

indeperdens aggressively in vhe Ughe of wugh compenivion’
iivl Evaluating alrernative courses

He asessed vhe proposals af differonr companies wi-i-ws aarvings per shave, wees, aividends paid erc anwd their

Jurre projecrions Enmeing fully well shar che projeceions may change if vhe cowrerys economic policies per modiffed’
Rahul decided to start a desert cooler manufacturing business. He sets the target of earning 20% profit on
sales in the first year. He was very much concerned about the future prospects of the business, which were

uncertain. For this, he gathered information from the potential marker and analyzed that the demand for

wall-mounted coolers is increasing day by day. He used this information as the base for future planning.

On the basis of the gathered information, he called a meeting in the following week to find new methods

te achieve the objective.

{a) Identify the function of management involved in the above case.

b} Enumerate the next two steps, which have been followed by Rahual that are related to the process of
one of the functions of management. (CBSE ST 2018-19) (3 marks)

ia) Tlanning

ibi {i)ldentifying alternative courses of action (i) Evaluating alternative courses of action

Features, Importance and Limitations of Planning

Features of Planning

The planning function of the MANAZeMent has certain sp-:cj:al features, These features throw Jjghr On its nature

and scope.

1. Planning focuses on achieving objectives.

Specific goals are set out in the plans along with the acrivities to be undertaken to achieve the goals. Thus

l::'éz RRENE 15 Fu:lj:l.m:ﬁi

Planning has no meaning unless it contributes to the achievement of predetermined organisational goals.

2. Planning is a primary function of management.
Planning lays down the base for other functions of management. All other managedal functions are performed

within the framework of the plans drawn. Thus, planning precedes other funcrions. This is also referred 1o as bhe
primacy of planning'.
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The varicus functions of management are interrelated and equally
important. However, planning provides the basis of all other
functicns.

3. Planning is pervasive.

Planning is required at all levels of management as well as in all
departments of the crganisation.

Planning is not an excusive function of top management nor of any
particular department. But the scope of planning differs at different

Manning: the first step to management

levels and among different departments.
* The top management undertakes planning for the organisation as a whole.
* Middle management does the departmental planning.
* At the lowest level, day-to-day operational planning is done by supervisors.

4. Planning is continuous.

Plans are prepared for a specific period of time, may be for a month, a quarter, or a year. At the end of that
period there is nesd for a new plan to be drawn on the basis of new requirements and future conditions.

Hence, planning is a continuous process because a plan is framed, it is implemented, and is followed by ancther
plan. and so on.

5. Planning is futuristic.

Planning essentially involves looking ahead and preparing for the funare.

The purpose ﬂfpafazr:r:r'ug it mretﬁ;.m:l? SLERES eﬁrn'w{r to the best adva neage .:-'_,Foar: PRI ON. It imp]j::-'. peeping
into the furture, analysing it and predicting it. Planning is, therefore, regarded as a forward locking function
based an forecasting.

Through forecasting, funire events and conditions are anticipated and plans are drawn accordingly. For eva ?:a:p.',rc',
sales farecasting is the basis on which a business firm prepares its annual plan for production and sales.

6. Planning involves decision making.
PMlanning essentially invalves choice from among varicus alternatives and activities. It imvalves thorough
examination and evaluation of cach alternative and choosing the most appropriate one.

o Top Tip

If thera is only one possible course of action, there is no need for planning because thers is no choice. The need for
| planning arizes only when alternatives are available. |

7. Planning is a mental exercise.

Planning requires application of mind involving foresight, intelligent imagination and sound judgement.

It is basically an intellectual activity of thinking rather than doing, because planning determines the action to be
taken.

0 Top Tip A

Planining requires logical and systematic thinking rather than guess work or wishful thinking. Thinking for planning must
| be orderly and based on the analysis of facts and forecasts.
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Importance of Planning

Mo enterprise can achieve its objectives without systemaric p]a.nnjng. It is :jghrljr remadosd —"F.pu'.lr.l'r.rg m_p.lr.rm 4
planning to fail.” The major benefits of planning are given below:

1. Planning provides directions.

By stating in advance how work is to be done planning provides direction for action.
- Planning ensures that the gn::ﬂs ar n:-bjccth'cs are dtﬂ.r]}l' stated so thar ﬂ'Lq,' act as a gujdc for dcciding
what action should be taken and in which direction.
- IanaJs are well defined, cmp]n}'cci are aware of what the organisation has to do and what rhr.}r must do
to achicve those goals.

#  Departments and individuals in the crganisation are able ta work in coordination.

omp Tip 3

If there was no planning, employees would be working in different directions and the organisation would not be able to
achieve its desired goals.

2, Planning reduces the risks of uncertainty.
PMlanning is an activity which enables a manager to look ahead and anticipate changes. By deciding in advance
the tasks to be performed, planning shows the way to deal with changes and uncertain events.

QTDP Tip

Planning cannct eliminate changes or events; but they can be anticipated and managerial responses 1o them can be
| developed through planning. |

e -

3. Planning reduces overlapping and wasteful activities.
7 Tlanning serves as the basis of coordinating the acrivities and efforts of different divisions, deparrments
and individuals. It helps in avoiding confusion and misunderstanding.

# Since planning ensures clarity in thought and action, work is carried on smeothly without interruptions.
lseless and redundant activities are minimised or eliminated.
# It is easier to detect inetficiencies and takee corrective measures to deal with them.

4. Planning promotes innovative ideas.

PManning is deciding in advance what o do and how %‘zq
. : A
to do. Before doing something, the manager must .
tormulate an idea of how to work on a partcular task. -
Thus, planning pramotes innovative ideas. Plasning is the mest challegiog actanty for the masagement

Since planning is the first funcrion of management, | 25 st gaedes all fubure action : leading to growth and prospesity
new ideas can take the Ehap: af concrete pJ:lns. of the busuess.

5. Plnnning facilitates decision umking.

# TPlanning helps the manager to look into the furure and make a choice from amongst various alternative
courses of action.
# The manager has to evaluate each alternative and select the best passible alternative course of action.

oTDp Tip

Flanning involves setting targets and predicting future conditions, thus helping in taking rational decisions.
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6. Planning establishes standards for controlling.
# Planning provides the goals or standards against which acual performance is measured. By comparing
acmal performance with some standards, managers can know whether they have actually been able to
attain the gc-a]s. If there is any deviation it can be corrected. mn-ﬁ?rr, W Cdm STy ihf?.i.rpﬂmm:ing i a
pre-requisite for conrralling.
# Iftherswere no g-::al5 and standards, then End.l'.ug deviations which are a part of n:::-ntrc-lling would not be
possible. Thus, planning provides vhe basis af conevol.

Limitations of Planning

Planning is essential for all business organisations. It is difficult to manage opertions without formal planning.
But ﬂji::gs do not always go acc:::.rding o Pla.u Unforesecen events and d‘.l.ﬂ.'l:l.gﬁ, rise in costs and prices,
environmental changes, government interventions, legal regulations, all affect our business plans. Plans then
nesd to be modified. Thus, pimuumg might fail in spite af the best efforts of management due to the following major
limirations af planning:

1. Planning leads to rigidity.

In an organisation, a well-defined plan is drawn up with specific goals to be achieved within a specific time
frame. These plans then decide the furure course of action and managers may not be in a pesition to change it.
This kind of rigidity in plans may create difficuloy:

Managers need to be given some flexibility to be able to cope with the changed circumstances.

o Top Tip

| Following a pre-decided plan, when circumstances have changed, may not turn out to be in the organisations interest.

hS

2. Planning may not work in a dynamic environment.
The business environment is dynamic, nothing is constant. The environment consists of a number of dimensions,
economic, political, physical, legal and social dimensions. The organisation has to constantly adapt itself to
changes.
# It becomes difficult to accurately assess funire trends in the environment if economic policies are modified
or political conditions in the counitry are not stable or there is a narural calamiry:
# Competition in the market can also upset financial plans, sales targets may have to be revised and,
accordingly, cash budgets also need to be modified since they are based on sales figures.
Planning cannot foresee everything and thus, there may be obstacles ro effective planning.

3. Planning reduces creativity.

The top management undertakes planning for the organisation as a whole. Usually, the rest of the members just
implr_n:u:nt these pla.us. As a consequence, middle management and other decision makers are neither allowed to
deviate from plans nor are they permitted to act on their own. Thus, much of the initiative or creativity inbereni in
thewe alio pers lost or reduced,

Most of the time, employees do not even attempt to formulate plans. They only carry out orders. Thus, planning
in a way reduces creativity since poople tend to think along the same lines as others. There is nothing new or

innovative.
4. Planning involves huge costs.
When plans are drawn up huge costs are involved in their formulation. These may be in terms of fime and
maoney:
# Chedidng accuracy of facts may involve lot of time. Detailed plans require scientific calculations to
ascertain facts and figures.
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# There are 2 number of incidental costs like expenses on boardroom meetings, discussions with profesional
experts and preliminary investigarions to find out the viability of the plan.
Sometimes, the costs incurred may not justify the benefits derived from the plans.
3. Pl:mning is a time-consuming process.
Sometimes PlﬂIIE to be drawn up take so much of time that there is not much time left for their implr_mr_ntaﬁ:nn.

6. Planning does not guarantee success.
# The success of an enterprise is possible only when plans are properly drawn up and implemented. Any
plan needs to be translated into action or it becomes meaningless.
# Managers have a tendency to rely on previously tried and tested successful plans. It is not always true

that just because a plan has worked before it will work again. Besides, there are so many other unknown
factors to be considered.

This kind of mmplacr_uv:jr and false sense -::-fa:cu.ﬁr:,r may a-:l:ually lead to failure instead of snccess.

?Thinl-: about it

| "Planning always reduces creativity.” Comment. |

Features of Planning Ch EP‘;l

1. Planning focuses on achieving ohjectives as specific goals are set out in the plans along with activities to be undertaken to
achieve the goals. (Thus, planning is purpeseful )

2. Planning is futuwristic as it involves looking ahead and preparing for the future to meet future events effectively to the best
advantage of the organisation.

3. Planning involves decision making as it involves evaluation of each alternative course of action and choosing the most
appropriate one.

4. Planning is a mental exercise. Planning is an intellectual activity of thinking rather than doing. 1t requires application of
mind involving foresight, intelligent imagination and sound judgement.

5. Planning is the primary function of management as it lays down the basis for all other functions of management. All other
managerial functions are performed within the framework of the plans drawn. Thus, planning precedes other functions.
This is also referred to as the ‘primacy of planning”.

6. Planning is pervasive as it is required in all types of organizations, at all levels of management and in all departments
of an organization. Top management undertakes planning for the whole organisation. Middle management does the
departmental planning. At the lowest level, day-to-day operational planning is done by supervisors.

7. Planning is continuows because a plan is framed and implemented for a specific peried of time and is followed by another
plan and so on.

Importance of Planning DR S0DI

1. Provides direction: Planning provides directions by deciding in advance what action should be taken. If there was no planning,
employees would be working in different directions and the organisation would not be able to achieve its desired goals.

2. Reduces the risks of uncertainty: Planning reduces the risks of uncertainty by anticipating changes and developing managerial
responsas to them. Planning cannot eliminate changes/uncertainties but can predict them and prepare contingency plans
to deal with them.

3. Reduces cverlapping and wasteful activities: Planning reduces overlapping and wasteful activities by coordinating the
activities of different divisions, departments and individuals.

4. Promotes innovative ideas: Planning promotes innovative ideas requiring application of mind and foresight. 1t is the most
challenging activity for the management as it guides all future actions leading to growth and prosperity of the business.

5. Facilitates decision making: Planming facilitates decision making by making a choice from among the alternative courses of
action.

6. Establishes standards for controlling: Planning establishes standards against which actual performance is measured. (A&
comiparison of actual performance with the standards helps to identify the deviations and to take oorrective action. Thus,

planining is a prereqguisite for controlling. ) |




E Business Studies XH Part-A — by Subhash Dey
| Limitations of Planning RS DOTCY I

1. Planning leads to rigidity. Plan is drawn with specific targets within a specific ime frame. Once the plans are drawn, the
managers may not be able to change them. it may not be in the bast interest of the organisation when croumstances
change.

2. Planning may not work in & dynamic environment as the organisation has to constantly adapt itself to changes.

3. Planning reduces creativity as it is mostly done by the top management; rest of the members just carry cut orders and think
on the same lines as others. They are neither allowed to deviate from plans nor are they permitted to act on their own.
Thus, their iniative or creativity gets lost or reduced.

4, Planning invalves huge costs in terms of ime and money. Sometimes costs incurred may not justfy the benefit derived
from the plan.

5. Planning is time censuming and sometimes not much time is left for its implemeantaton.

6. Planning does not guarantee success unless it is translated into acton. Managers have a tendency to rely on previcusly

I_l:ried and tested successful plans which may create a false sense of security and le2ad to failurs.

” Objective Type Questions 4.2 ~

1. The purpose of planning is . (Complete the sentence)
2. Planning is basically an intellectual activity of thinking rather than doing because . {Compiete the sentence)
3. “Planning requires logical and systematic thinking rather than guess work or wishful thinking.” (True/False)
4. ‘Planning requires logical and systernatic thinking rather than guess work or wishful thinking. What characteristic of

planning does this staterment highlight?

5. Which of the following statements is false?
(@) Planning reduces creativity. {b] Planning iz economical.
ic] Planning focuses on achieving ohjectives. {d] Planning iz @ mental exercise.

6. Follewing a pre-decided plan, when circumnstances have changed, may not twrn cut @ be in the organisation’s interast.
Which limitation of planning is indicated here?

k Case Studies =, Analysing, Evaluating & Creating Type Questions

1. Super Fine Rice Ltd. has the largest share of 55% in the market. The company’s policy is to sell only
for cash. In 2020, for the first time company’s namber one position in the industry has been threatened
becanse other companies started selling rice on credit also. But the managers of Super Fine Rice Ltd.
continned to rely on its previously tried and tested swccessful plans which dide’t work because the
environment is not static. This led to decline in sales of Super Fine Rice Ltd. The above situation is
indicating two limitations of planning which led to decline in it sales. Identify these limitations.

(1 mark)
Ans. (i} Planning does not guarantes success. iy Planning may not work in dynamic environment.

2. ARC Ltd. has a plan of increasing profits by 20%. It has devoted a lot of time and money to this plan.
But the competition starts increasing, so it conld not change its plan to beat its competitors because huge
amount of money had already been devoted to the pre-decided plan. It caused losses to the company.
Explain any two limitations of planning highlighted in the above case. Also, quote the lines from it

(4 marks)
Ans. (i) Planning is a time consuming process.
ABC Led, bar devored a lov of wime and money w i plan.”
i} Planning leads to rgidicy
The comperivion stams increasing, 5o it wuld nor change ia plan o bear fs wmpeion becawe huge amouns of
money bad already been devored ro the pre-decided plan.” (e explanaion of vhese rww limitanion)
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3. In 2015, Naveen left his luxurious life in Muombai, where he worked as 2 manager for Blue Birds Ltd. He
shifted to Begampur, Chhattisgarh to fulfil his grandmothers dream of converting their 25-acre ancestral
land into a fertile farm. For this he set out specific goals along with the activities to be performed to
achieve the goals.

Every activity was a challenge since he was clueless about farming. He learnt every activity from filling the
land to sowing the seeds. To aid farmers he lannched his own company Innovative Agriculture Solutions
Pve. Lad'.
It was difficult initally as no one trusted an wrban youth telling farmers about farming, But when
everything was discussed in detail the farmers started taking interest. He wanted to ensure that the future
events meet effectively the best interests of the company Through sales forecasting, he prepared an annual
plan for production and sales,
He also found that the farmers grew only paddy, which was an activity of 3-4 months and the land
remained idle for the rest 8-% months of the year. He not only identified but evaluated various alternatives
through which the farms could be utilised for the remaining months of the year. Through correct foresight
and logical and systematic thinking based on analysis of all facts, all alternatives were examined and
evaluated. He presented a plan to the farmers, where after harvesting paddy, vegerables could be grown.
The above case highlights the features of one of the functions of management. By quoting lines from the
above identify and explain these features. (CBSE 2018) (4 marls)
Amns. PFearures of planning are: (Explain there foanures)

ii) Planning focuses on adhieving objectives.

He sev our spevific poals alomy with vhe acivicies w be performed 1o aclvere the goals’
iili Planning is fururistic.

He wanrad re enswure shar vhe furure eveno meer effecaively vhe bere inverens of the mmpany’

“Through sales forecascing, be prepaved an awnual plan for producrion and sals’
iiii} Planning involves decision making.

He mor only idewsified bur evaliaved vaviows alrernavives vhrough which rhe farmer could be wrilised for vhe

remsaining months o rhe year’

Voo all alernatives were acamived and evaluared”
iiv) Planning is a mental exercise.

"Through correcy foresighe and logical and syseemaric thinking bared on analynis of all face..

4. Ravi was working in a2 mobile company. It had an assembling unit in Noida. In this assembling unit,
statidard sutput of producing 12 units per day per worker had been set. While assembling mobile phones,
he realised that by simply reorganising the sequence of tasks more units can be assembled at a lower cost.
He went to his supervisor and informed him about his new discovery. The supervisor, on the contrary,
instructed him to carry out work as per the method and techniques decided earlier
ldentify this limitation of one of the fanctions of management. (1 marlk)

Ans. Planning reduces creativiry.

Types of Plans

Single-use plans and Standing plans

An organisation has to prepare a plan before making any decision related to business operation, or undertaking
any project.

A plan is a specific action proeposed to help the organization achieve its abjectives. It is a decument that
outlines how goals are going to be met.

The importance of developing Plans is evident from the face that there may be more than one means of reaching
a parrjqua.r g-:m]. %o with the hclp n:-l:Jn:-g'u:aJ plans, objectives of an organization could be achisved :ﬂsjl_-_-'.
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Plans can be classified into several types depending on the use and the length of the planning period. Cerrain
plans have a short-term horizon and help to achieve operational goals. These plans can be classified into single-

L5 plans E.Hd Stﬂ.l'.ld Lng PJELHS

Single-use Plan Standing plans (also known as “Repeat nse plans’)

A single-use plan is developed for a one-time event | A standing plan is uwsed for activites that occur regularly over

Of project. a period of time.
* Such a course of action is not likely © be repeared | » Standing plans are used over and over again because they focus
in future, i.e., they are for non-recurring situations. | on organizational situations thar eocur repeatedly.

* The duration of this plan may depend upon the type | = It is usually developed once but is modified from time o time
of the projec. It may span a week or a month. A to meet business needs as required.
project may sometimes be of only one day, such as, | It is designed t ensure that internal operations of an

L]

organising an event or a seminar or conference. organisation run smoothly Such a plan pready enhances
+ Single-use plans indude: efficiency in routine decision-making.
(i) Budgets * Standing plans include:
(i) Programmes ii) Polides
(iii) Projects i) Procedures
Were: Projects are similar to programmes but differ (i Methods
in scope and complexity. (ivi Fules

OT&p Tip

single-use and standing plans are part of the operational planning process. Thers are other types of plans which usualby
| are niot dassified as single-use or standing plans, e g. Objectives and Strategies.

1. Objectives
Objectives are the end points which are numerically expressed, that the management sceks to achieve
within a given time period, c.g. increasing sales by 10% in the next quarter.
F Dbjecrives 51:-:cjf}' what the organisation wants to achieve, i.e. end point n:-fplanning or the end resule of
activities. They focus on broad general issues.
= Objectives need to be expressed in specitic terms, i.e., they should be measurable in - quantitative terms,
in the form of a written starement of desired results o be achieved within a given time period.
7 Obijectives are usually set by the top management and serve as a guide for overall planning, Each unit

then formulates their own objectives kccpjng in view the owverall -:urganisatjn:-n::d gn:-a]g.

2. Strategy
A strategy is a comprchensive plan for accomplishing an organisation's objectives taking business
environment into consideration.
# This comprehensive plan will include three dimensions:
(i) determining long term objectives,
(i) adopting a particular course of action, and
iiii) allocating resources necessary to achieve the objective.
= A strategy is part of strategic planning or management. It is a general plan prepared by top management
outlining rescurce allocation, prioritiss and takes into consideration the business environment and
Competition.
= It pn:-'.ridi:ﬁ broad contours of an Drgansjari-:n's business and refers to future decisions dcl:jning the
organisation's direction and scope in the long nuin.

= Whenever a strategy is formulated, the business environment nesds to be taken inte consideration.
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The rhang:s in the sconomic, pn:-].irjcal, social, lr.gal and rcchnc-lugjcal environment will affect an
organisations strategy. Strategies usually take the course of forming the organisaton’s identty in the
business environment.

# Major strategic decisions will include decisions like whether the organisation will contdnue to be in the
same line of business, or combine new lines of activity with the existing business or seck to acquire
a dominant position in the same marker. For rx.:amp.ﬂ-', a cc-mpa.nfs m::i.rls:r:rjng strategy has to address
certain questions Le., What is the demand for the produce Which channel of discribution to use? What
is the pricing policy? and How do we advertise the product?

3. Policy

Policy is a general guideline that guides thinking or channelises energies towards a particular direction. It
brings uniformity in decision making and action for interpretation of strategy.

For example, the admission palicy of an educational insdnution, recruitment policy, pricing policy or purchase
policy of a company within which objectives are set and decisions are made.

# Tolicies are general forms of standing plans that specifies the organisations response to a certain situation
like the admission policy of an educational institution. If there is an established policy, it becomes casier
to resclve problems or issues. As such, a policy is the general response to a particular problem or situation.

= There are policies for all levels and departments in the organisation ranging from major company policies
to i nor J:-::-J.icits. L‘Iajnr company pu]jcjcs are for all to know i.e., customers, clients, compet fors etc.,
whereas minor polices are applicable to insiders and contain minute details of information vital to the
employees of an organisation.

# Tolicies define the broad parameters within which a manager may functon. The manager may use his/
her discretion to interpret and apply a policy. For example, the decisions taken under a Purchase Policy
may be: should the company make or buy its requirements of packages! how should vendors be selected

tor procuring supplies? How many suppliers should a company make purchases from? All these queries
would be addressed by the Purchase Policy.

Top Tip
Relationship betweaen Policy and Strategy

policies provide a basis for interpreting strategy which is usually stated in general terms. Policies are guides to managerial
action and decizions in the implementation of strategy.

%,

4. Procedure

Procedure consists of sequence of routine steps perfonmed in a chronelogical order to carry out activities.
It details the exact manner in which any work is to be performed. For example, a procedure for reporting
progress in production, a procedure for requisitioning supplies before production.
# The sequence of steps or actions to be taken are generally o enforce a policy and to artain pre-determined
objectives.

# IProcedures are generally meant for insiders o follow.

Top Tip
Policies and precedures are interlinked with each other,
Procedures are steps to be carried out within a broad policy framework. For example, 2 publisher of educational books
may have the policy of sales through its authorised distributors only. Mow, within this policy framework, procedure of

sales may involve steps such as receiving payments through cheque or NEFT/RTES/IMPS from the distributors and then
delivery of books to them.
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3. Method
Method is the prescribed way or manner in which a task has to be performed taking into consideration the
objective of the organisation.
= It deals with a #esk comprising of one step of a procedure and specifies how this step is to be performed.
The method may vary from task o task.
# Belection of :ighr method saves time, money and effort and increasss :Eicj:nc]:.

Example:

Far imparting training to employees at various levels from top management to supervisory management,
different methods can be adopted. For higher level management orientation programmes, lecrures and seminars
can be organised whereas at the supervisory level, on the job training methods and wark ariented methods are

appropriate.

0 Top Tip
Difference between Procedure and Method

any work is divided into specialised tasks. Procedures detail the exact mannerin which any worg is to be performed
whereas, a meathod provides the prescribed ways or manner in which a particular tosk involsad in that work. it deals
with a task comprizsing of one step of a procedure and specifies how this stap iz to be performed.

6. Rule
Arule is a spu:ciﬁc statement that sptciﬁu clmrly what is to be done or not to be done. It is a guida: to
behaviour.
For example, 'no smoking’ in office premises, reporting for work ar a particular time, etc.
~ A rule does not allow for any Hexibility or discretion and prescribes a penalty for viclatieon.
= A rule reflects a managerial decision that a certain action must or must not be taken.
~ Rules are usually the simplest type of plans because there Is no compromise or change unless a policy

decision is ralen.

7. Budget
A budget is 2 statement of expected results for a
given future period expressed in numerical terms,

e.g- Sales budger, Cash budget, ctc.

For example, a sales budget may forecast the sales of

different products in each area for a particular menth.
= A budget is a plan which quantifies furure faces

The cash budget ix 2 basic tool in the management of cash.
It is a devics to help the managesmant to plas and contral

:EIJ'LIII EgLLD:S. the use of cash. It is 2 statement :]:mw..ug the sstmated cash
= A budget is a statement of expenses, revenue | iaflows and cash cutflows over 2 givea padicd Cash isflows
and income for a SFlt'Ei.ﬁL‘El ptrind. would geoerally come from cash sales and the cash ousflows

would geascally be the costs and sxpeansss associated wnth

b , nal i ih the operations of the buswess. The oet cash position &

Qmes Sasler W compare ac JELLD.'.S “Tlt determined by the cash budget 1.0, inflows minus owflows =
:xF':c“d' ﬁgurts and take corrective action surphas or deficiency. The masagement has to hold adeguats
subsequendy. Thus, a budget is also a control | cash balasces for various pusposes. But at the same tme, it

device from which deviations can be taken care  should avo:id excess balance of cash since st gives little or o
roturn. The business has to assess and plan s nesd for cash

with 2 dagres of cautios.

= Since budget represents all items in numbers, it

of. But making a budget involves forccasting,
theretore, it clearly comes under planning. It is

a fundamental planning instrument.
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5. I'rc-gmmnw

Programmes are detailed statements about a project which outlines the objectives, policies, procedures,
rules, tasks, human and physical resources required and the budget to implement any course of action.
Exa ::au_!!:'aﬁ.-'s: Construction of a shnpping mall, opening a new d.tpﬂ.l.’tmtl‘]h =
# A programme may consist of identifying steps, procedures required for opening a new department o deal
with other minor work.
# Programmes will include the entire gamut of activities as well as the organisation’s policy and how it

will contribute to the overall business pla.n. The minutest details are worked out ie., pmc:du.n:s. rules,

budgets, within the broad policy framework.

RECAP -

I Types of Plans

& single-use plan is developed for a one-time event or project. Such a course of action is not likely to be repeated in the future.
Exomples: Budget, Programme.

Standing plans are used for activities that accur regularly ovar 2 pariod of imea. 1t is designad to ensura that internal cparations
of am crganisation run smoothly.

Exgmples: Policy, Procedure, Method and Rule.

riote; Ohjective and Strategy are not classified under single use plans or standing plans.

1. Objactives: Ohjectives are the and points which are numerically axpressed, that the management saeks to achieve within a
given time period, 2.g_ increasing sales by 10% in the next quarter. Objectives are usually set by tap management and focus
on broad general issues. Objectives serve as a guide for overall planning.

2. Strategy: & strategy provides broad contours of an organsiafion’s business and refers to future decisions defining the
arganization’s direction and scope in the long run.

Example: Marketing strategy of an organisation — which channel of distribution to use? what is the pricing policy? and
how to advertize the product? & strategy = & comprehensive plan for accomplishing an erganisation’s objectives taking
competiion and business environment into consideration. It includes three dimensions: (i} determining long-term
ahjectives, i) adopting a particular course of action, and [iii}] allocating rescurces necessary to achieve the objectives.

3. Policy: Policy is a general statement that guides thinking or channelizes energies towards a particular direction. It defines
the broad parametars within which 2 manager may functicn. it brings uniformity in decision making and action.
Example: Racruitrnent Policy, Purchase Palicy, etc.

4. Procedure; It consists of sequence of routing steps performed in a chronclogical order to carry out achvities within a broad

policy framework. It details the exact manner inwhich any work is to be performed.

Example: Procedure for reporing prograss in preduction.

5. Bethod: rethod is the prescribed way or manner in which a task has to be performead considering the objective. 1t deals
with a tazsk comprising of one step of 3 procadure and specifies how this step is to be performed. Selection of right methad
saves ime, money and effort and increases efficiency.

Exgmple: For imparting training to higher level managers origntation programmes, lecturas and seminars can be organised
wherzas on the job methods are appropriate at the lower leval,

6. Rule: Rule is a specific statement that informs what is to be done or not to be dene. It iz & guide to behaviour. & rule does
not allow for any flexbility or discretion.

Example: Mo smoking in office. Rules are wsually the simplast type of plans because there is ne compromise or change
unless a policy decision is taken.

7. Budget: & budzet is & statement of expected results for a given future pericd expressad in numerical terms.

Examples: Sales budget, Cash budzet, etc. & budzet iz & statermeant of expenses, revenue and income for & specified period.
A budzet iz alse a contral device from which deviations can be taken care of. But making a budzet involves forecasting,
therefore, it is a fundamental planning instrument.

B, Programme is a detailad statement about a project which cutlines the objectives, policies, procedures, rules, resources
required and the budzet to implemeant any course of action.

Exgmples; Construction of a shopping mall, opening a new departmant, stc.
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Kinds of plans: Objective, Strategy and Policy of Mitticool

During the devastating carthquake of Janoary 2001, Mansukhbhai incurred heavy loss and most of his goods were damaged. He

distributed the leftover stock that was undamaged, to the quake affected masses of Kutch. This led to 2 photograph that was taken just

after the earthquake and featured om the Sandesh Gujarati Daily in February 2001. It showed a broken water filter that was made by

Mansukhbhai with a caption that said “The poor man's broken fridge™.

At that time, he met the Gojarst Grass-roots [nnovation Augmentation Network (GIAN)L Ahmedabad, which supported Mansulchbhai

further in his endeavoors. Finally after an arduous quest and several tests of soil and fridge designs, he emerged with the innovative

Mitticool fridge in 2005. After that he has innovated various products using clay.

= In 2011-12, his company posted a tumover of 25 lakhs and the company is growing at 15% annoally. He was eyeing to achicve a
target of 35 lakhs by the end of the next fiscal year. — Objective

®  The company has stuck to its policy of keeping all its products st a lower mite which will be affordable for the poor people— Policy

= Their fotare plans include starting & factory with the aid of the Mational Innovation Foandation at [IM Ahmedabad and making a
MittiCool house. It will be a green (eco-friendly) house with clay that will have no electricity but only renewable energy to maintsin
a comfortable temperature inside.” - Strategy

_

Planning — Planning can be defined as setting objectives for a given ime pericd, formulating various courses of action
to achieve them, and then selecting the best possible alternative from among the variows courses of action available.
Objectives or goals — Objectives or goals specify what the organisation wants to achiewe, Le. end point of planning or
the end result of actvities.

Planning Premises — Planning is concerned with the futwre, which is uncertain. Therefore, the manager is required to
make certain assumptions about the future, which are considered to be the base material upon which plans are to be
drawn. These assumptions are called "planning premises’.

Implementing the plan — It means putting the plan into action, i.2., doing what is reguired.

Follow-up action — It means to see whether plans are being implemented and activities are performed according to plans.
Primacy of planning — Planning precedes other functions of management. This is also referred to as "the primacy of
planning’.

Planning is pervasive — It means that planning is required at all levels of management as well as in all departments of
the organisation.

Single-use Plan — & single-use plan is developed for a one-time event or project. Single-use plans include Budgets,
Programmes and Projects.

Standing plans — & standing plan is used for activities that occur regularty ower a period of time. Standing plans include
Policies, Procedures, Methods and Rules.

Objectives — Objectives are the end points which are numerically expressed, that the management seeks to achieve
within a given time period, e_g. increasing sales by 10% in the next guarter.

Strategy — A strategyis a comprehensive plan for accomplishing an organisation’s chjectives taking business environment
into consideration.

Puolicy — Policy is a general guideline that guides thinking or channelises energies towards a particular direction.
Procedure — Procedure consists of sequence of routine steps performed in a chronolegical order to carmy out activities.
It details the exact manner inwhich any work is to be performed.

Method — Method is the presoribed way or manner in which a task has to be performed taking into consideration the
objective of the organisation.

Rule — A rule is a spedfic state ment that specifies clearly what is to be done or not to be done.

Budget — A budget is a statement of expected results for a given future period expressed in numerical terms, e.g. Sales
budget, cash budget, etc.

Programme — Programmes are detailed statements about 3 project which cutlines the objectives, palicies, procedures,
rules, tasks, human and physical resources required and the budget to implement any course of action.
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1. Organising an event or 3 seminar or conference s a |5ingle use plan/standing plan)
{Fill up the biank with correct option)
2. Dbjectives and strategies are classified as standing plans. True/False?
3. Miatch the following :
(i) Rule (a) Single use plan
(i) Budget (b} Standing plan
{il] Method
{iw) Programme
4. Opening a new department is an example of - [Project/Programme) (Fill up the biank with correct option)
5. is a statement of expenses, revenue and income for a specified period.  (Choose the correct olternative)
(a) Programme (b) Budget
ic) oObjective (d] Rule
6. A i designed to ensure that internal operation of an organisation run smoothly. [Single use plan/ Standing plan)
(Fill up the biank with correct option)
7. A enhances efficiency in noutine decision making. (Single use plan/ Standing plan)
(Fill up the biank with correct option)
B A is developed once but is modified from time to time to meet business needs as required.
|5ingle use plane/Standing Plan) {Fill up the biank with correct option)
9. Match the following :
(i} Generalforms of standing plans that specifies the organisation response to a certain sivation | (a] Method
(ii] Stepstobe followed in particular droumstances. (b} Rule
{ili) The manner in which a task has to be performed {c} Policy
(] Clear statement as to exactly what has to be done. (d} Procedure

10 pdatch the following :

11.

12,
13.
14,

15.
16.

17,

Objective Type Questions 4.3 >

(il Reporting progress in production [a] DObjective
(ii) Reporting for work at a particular ime (b] Strategy
{ili] Guide for overall planning (c] Rule

{iw] General plan prepared by top management outliving resource allocation, priorites and | (d] Procedure
takes into consideration the business environment and corporation

. may be prepared to show the number of workers required in the factory at peak production times.
(Fill i the blonk with the correct type of plan]
Budget is only a planning instrument. True/False?
Budget is a fundamental planning instrume nt. True/False?
will include the entire gamut of activibies as well as the organisation's policy and how it will contribate to
the overall business plan_ (Choose the correct alternative)
(a) Policy () Programme
fcl Budget [d} Dbjectives
Rules are usually the simplest type of plans becausa - (Complete the sentence)
reflects a managerial decision that a certain action must or must not be taken.
{Choose the correct olternotive)
(a) Policy (b) Rule
ic) method {d) Dbjective

deals with a task comprising one step of a procedure and specifies how this is to be performed.
(Fill up the blonk with EﬂrrE-El‘ﬂ'ﬂ.'iW‘EFjJ
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| 18. provide the prescribed ways or manner in which a task has to be performed considering the
chjective.
la] Proceduras (b} Methods
ic) Rules id} Policies
19, detail the exact manner in which amy work is to be performed.
la] Proceduras (b} Methods
ic) Rulas (d} Policies
20, Policies and procedures are interlinked with each other bacauss .
21, provide & basis for imterpreting strategy which is usually stated in general terms.
22. Policies are guide to managerial action and dacision in the implementation of
23. is the general response to a particular problem or situation.
la] Cbjective ik} Strategy
ich Policy id] Rulz
24. defines the broad parameters within which a manager may functon.
la] Objective b} Policy
ic) Rule id] Budget
25 mtatch the following -
{1} The end result of activities | {3}
(i) The broad contours of an organisation's business (b}
{il) The general response to & particular problem or situation icl
{iw) Itdetails the exact manner in which any work is to be performed id]
26.Match the following:
{1} The end point of planning ial
(i) & comprehensive plan for accomplishing an organisation's objectives ik}
[ill]] General statements that guide thinking or channelize energies towards a particular direction | (c)
{iw) It provides the prescribed ways or manner in which a task has to be performed considering | (d]
the objective
27. A provides the broad contours of an crganisation’s business.
la] Cbjective ik} Strategy
ich Palicy id}] Programme
2B. A rafers to future decisions defining the crganisation’s direction and scope in the long run.
la] Cbjective ik} Strategy
ich Policy id] Budget
2o take the course of forming the organisation’s identity in the business environment.
la] Objectives b} Strategies
ich Policies id}] Programmes
30 mtatch the following:

31.
32
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(Choose the correct alternative)

{Choose the correct alternotive)

[Complete the sentence)

(Fill up the blonk with correct answer]

{Fill up the biank with corect answer]

{Choose the correct alternative)

(Choose the correct alternative)

Palicy
Procedurs

Chjective
Strategy

rethod
Chjective
Strategy
Palicy

{Choose the correct alternotive)

{Choose the correct alternative)

(Choose the correct alternative)

[1] Deciding as to what will be the pricing policy? which channel of distribution to use? and how

to advertise the product?

(i) ibj

| Ic]
(d)

The future state of affairs which the organisation strives to realise
[il]] The guide to managerial action and decisions
{iv) Detziled statements about a project which outlines the objectives, policies, procedures rules,
tasks, human and physical resources required and the budzet to implement any course of action

Mame the type of plan which provides the bread contours of an organisation's business.

Mame the type of plan which is ime bound and linked with measurable cutcome.

COhjectives

Strategies
Frogramme

Policies

{CBSE 2012)
{CBSE 2012)

Fl



35.

36

7.

38

349,

40.

41.

4z,
435,

44,

I.
P

k Case Studies

- & company needs a detailed plan for its new project, "Construchion of a Shopping Mall™. What type of plan iz it?

Chapter 4: Planning

- Increasing sales by 10% in the next quarter is an important type of plan. Identfy the type of plan.

{Choose the correct olternative)

la] Ohjective (2] Paolicy
o) Strategy (d) Programme
are routing steps on how to carmy out activities., {Choose the correct ofternative)
ta] Pelicies (k) Strategies
ic) Procedures {d) Bules
. Mame the type of plan which represents the end point of planning. (Chogse the correct alternotive)
la] Cbjectives i) Strategies
ic) Procedures (d) Rules

Mame the type of plan which refers to future decisions defining the crganisation’s direction and scope in the long run.
{Choose the correct alternative)
la] Cbjectives i) Strategies
ic) Procedures (d) Rules
Mame the type of plan which defines the formal parameters within which the managers may function.
(Chogse the correct alternotive)
fa} Policies (2] strategies
ic) Procedures (d) Rules
Mame the type of plan which reflects the managerial decision that 2 certain action must ar must not be taken.
(Choase the carrect olternotive)
la} Policies (2] Procedures
lc) Strategies id) Rules
Chaitanya Limited follows a standard procedure for selection of a Produchion Manager for its company. 15 it 3 single-use
plan or a standing plan? Give the reason.
Szhil Limited prepares budget for its Annual General Meeting for Financial Year 2020-2 1. 1s it a single-use plan or & standing
plan? Give the reason.

Shagun Ltd. decides to advertise its products on radic and newspapers. What type of plan it is?

Tanya Ltd. decides that at the supervisory level, on-the-jab training can be used while far higher level manzgemeant,
lzctures and orientation programmes shiould be organised. What type of plan it is? known as?

Which one of the following is a standing plan? {Choose the correct ofternative)
ta] Poelicy i) Budgst
ic) Project {d) Programmea

- Analysing, Evaluating & Creating Type Questions

1. An Auto Company, Win Led. is facing a problem of declining market share due to increased competition
from other new and existing players in the market. Its competitors are intreducing lower priced models
for mass consumers who are price sensitive. The Board of Directors of the Company announced a meeting
to discuss the decisions regarding pricing and launching a new range of models, in order to increase the
market share of the company. Attending the meeting was not a discretion for the directors and a penalty
was announced for not attending the meeting. The following decisions were talen in the meeting:
ia} to define the desired future position of the company, as acquiring a dominant position in the market

by increasing the market share to 10% in 1 year
ibj to change the criteria for choosing vendors for procuring supplies;
ic) to invest in development of the human resources of the erganisation by providing training to higher
levels by holding seminars and providing on the job training for the supervisory management.
What are standing plans and single use plans? Briefly explain the plans discussed above, which can be
classified as standing plans, by quoting the lines. (5 marls)
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Ans. Sranding plans are used for activities that ocour regularly over a period of time. It is designed to ensure thar

internal operations of an organization run smoothly.
A single use plan is developed for a one-time event or project. Such a course of action is not likely to be
repeated in the future.
The following type of plans discussed above are clasified as standing plans:
(i) ohanging the vendors ... "

Policy is a general statement that puides thinking or channelizes energies towards a particular direction.
(i) “Seweinar for bipher levels. .. supervisory management”

Method provides the prescribed ways or manner in which a tak has to be performed considering the objecrive.
(iii) HMuending the meeting nor disoretion .......... penalty”

Bules are specific starements thar inform what is to be done.
Two years ago, Madhu completed her degree in food technology. She worked for some time in a company
manufacturing chutneys, picldes and murabbas. She was not happy in the company and decided to have
her own arganic food processing unit for the same. She set the objectives and the targets and formulated
action plan to achieve the same.
One of her ahjective was to earn 10%% profit on the amount invested in the first year. It was decided that
raw materials lile fruits, vegetables, spices etc. will be purchased on three months credit from farmers
cultivating organic crops only. She also decided to follow the steps required for marketing of the products
thmugh her own outlets. She appointed Mohan as Production Manager who decides the exact manner
in which the production activities are to be carnied out. Mohan also prepared a statement showing the
number of workers that will be required in the factory throughout the year. Madhu informed Mohan
about her sales target for different products, areawise for the forthcoming quarter. While working on the
production table a penalty of Y100 per day for not wearing the cap, gloves and apron was announced.
Cuoting lines from the above para identify and explain the different types of plans discussed.

(CBSE 20160 (5% marks)

(i) Ohjective

ot earn 10% profit on the amount invested in the first year”
(i) Policy

Tt was decided thay vaw wmaterialr ... cultinating organic crops only”
(iii) Procedure

She alo decided o follow the stepr vequired for marketing of the products through ber oum outlen.”
(iv) Method

“odecider the exact manmer in wibich the production activities are fo be carvied our.”
iv) Budget

Moban ale prepared a statement showing the mumber af workers ... the forthroming quarter”
(vii Bule

While working on the production table a penalty of TIOD per day for wot wearing the cap, gloves and apron

LS ammennced’ {explain any fve)
Laxmi Chemicals Ltd., a soap manufacturing company wanted to increase its market share from 30%
to 55% in the long run. A recent report submitted by the Research & Development Department of the
company had predicted a growing trend of herbal and organic products. On the basis of this report the
company decided to diversify inte new variety of soaps with natural ingredients having benefits and
fragrances of Jasmine, Rose, Lavendear, Mogra, Lemon Grass, Green Apple, Strawberry etc. The Unique
Selling Proposition (USF) was to promote eco-friendly living in the contemporary life style. The company
decided to allocate T30 crores to achieve the objective.
Identify the type of one of the functions of management mentioned above which will help the company
to acquire dominant position in the marlet. (CBSE S0P 2016) (1 mark)

Ans. Srraregy




Ans.

Ans,

Ans,

Ans.

Ans,

Ans.
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Chapter 4: Planming

Diefine ‘Policy'as a type of plan. Why is policy called a basis for interpreting strategy? Explain with
example. (3 marks)
Policy is a general statement that guides thinking or channelises energies towards a particular direction.
Policy provides a basis for interpreting strategy as it guides o managerial action and decisions in the
implementation of strategy. For example, a company may have a recruitment polic pricing policy. purchase
policn etc. within which objectives are ser and decisions are made. If ther is an established policy, it becomes
easier to resolve problems or issues. As such, a policy is the general response to a particular problem or situation.
Vardan Patel started the business of preparation and supplying sweets through home delivery at a
production cum show-room “Express Sweets’ at Ahmedabad. He made a plan forecasting the sales of
different types of sweets in various localities of Ahmedabad for each month of the year to earn a profit of
20M on Capital employed.
He sets a sales target of T20,00,000 in the current year with a 10% increase every year.
He then set the criteria for selecting suppliers from whom he would male purchases of raw material. The
planning paid off and the business was able to achieve its targets.
{a) Identnfy any two types of plans by quoting the lines from the above.
ib} Also give the meaning of the types of plans identified in part (a) above. (CBSE 2018) (4 marks)
i@l The two oypes of plans are:
il Objscrive
"He set a sales targee af T20,00,000 in the current year with a 10% increase every year”
‘He made a plan forecasting the sakes of differens types of sweets in warions localities of Abmedabad for each
month aof the year to earn a prafit af 20% on Capital employed.”
(1 Policy
‘He then set the oriterda for selacting suppliers from whom be would make purchases af raw material.’
ibi Give the meaning of objective and policy
Gunjan is the director of Lyesha Led., a ladies garments manufacturing company In a Board's meeting,
she addresses certain questions such as
— What is the demand for the produce
— Which channel of distribution to used
— What is the pricing policy?
— How do we advertise the produoce
Identify and explain the type of plan highlighted above. (3 marks)
Strategy (explain)
Panorama Led. is a company selling LED television sets. Shivek, a manager of the company, makes
certain decisions in the nature of manufacouring or buying decisions, should the company make or buy
its requirements of packages, printing of labels, selection of vendors for procuring supplies?
ldentify and explain the type of plan highlighted above. (3 marks)
Policy: The manager of Panorama Led. is making the companys Purchase Policy: (Explain)
Mr Mohan, Financial manager of ABC Ltd., has prepared the annual S5tatement of proposed expenditure
to be presented in the Annual General Meeting.
ldentify the type of plan formulated by the financial manager. (CBSE S0P 2018-19) (1 mark)
Budget is the orpe of plan formulated by the financial manager.
Mame the type of plan which is prepared to show the number of workers required in the factory at pealk
preduction times. (1 mark)
Budget
An auto company C Ltd. is facing a problem of declining market share due to increased com petition from
other new and existing players in the market. Its competitors are introducing lower priced models for mass
consumers who are price sensitive. C Led. sets its long-term objective to increase profits by 20% features
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and new technological advancements. For this, the company raises T104) crore by issuing equity shares.
ia) Identify the type of plan the company is preparing,
ib) State its three dimensions by quoting the line from the above paragraph. (4 miarks)
Ans. (a) Strategy
ihi  Strategy is a comprehensive plan foraccomplishing an arganization objectives. It includes three dimensions:
(i)  Determining long term objectives
C Lad seer ity lomg-term obfective fo increase prafits by 20% in the next year™
(i) Adopting a particular course of action
" the company is introducing new wmodelr with added features and wew fechnologioal advaneements. ™
(i1} Allocaring resoumes necessary o achieve the ohjecrive
... the company rakes T 100 crore by ivuing equity shares.”

11. Marud started offering a discount of ¥ 20{H) on purchase of Wagon R. In response to this, Hyundai
started with a scheme of free MI*3 player with every Sanwo. Identify the type of plan indicated in the
given statement. (1 mark)

Ans. Strategy

12. In *Chak De India’ movie, Shahrukh Khan becomes the coach of the girls’ hockey team. He knows that
he has to prepare the girls for the international hoclkey matches and bring the world cup after winning,.
For this he prepares a long-term plan and thinks the ways how to beat the competitors. He coaches the
girls to play in different ways like defensive, offensive, etc. At the outset of a match he explains who will
open the match, and how the ball will be passed by one player to another step by step.

Identify any three types of plans that are highlighted in the above case, quoting the lines from it. (3 marks)
Amns. (i} Ohjective
bring the world cup affer winning.’
(i) Straregy
“For this be prepaves @ long-rerm plan and thinks the way bow to beaar the competitors.”
(iii) Method
He coacher the ginli to play in different ways like defensive, offensive, etc”
(iv) Procedure
At the outser of @ match he explains wbo will open the march and bow the ball will be pasied by one playr to
anather step by seep.” {aney three)

13 A reputed car manufacturing company in NCE is facing the problem of decline in its market share due to
its internal mismanagement. Therefore it has planned to increase its production capacity at its Gurgaon
plant by manufacturing low priced eco-friendly cars for price sensitive consumers and introducing new
models with added features for quality conscious consumers. For this the company issues shares to the
public and raises ¥ 150 crore. The company purchases more machinery required to increase production.

ia) ldentify the type of plan the company is preparing.
ib) State the steps involved in this plan quoting the lines from the above case. (4 marks)
Ans. (a) Strategy
ihi Steps involved in preparing a strategy are:
i1 Determining long-term objectives
w8 Bas planmed to fnoraase its production capacity ar it Gurpaon plant..’
(i) Adopting a particular course of action
“manufaciuring low prived eco-friendly cars for price sensitive consumers and introducing new models
wxth added fearures for qualivy conscions conrumers.”
(i) Allocaring resources necessary to achieve the objecrives
“.bbe company issuer shaves fo the public and raier 2150 crove, The company purchases move machinery
required fo incraase production.’
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Self Assessment Test 1

Q.1
Q.2

PMlanning

Time allowed : 1 hour Maximum Marks : 25
Planning can eliminate changes or events. {True'Falie) (1 marl:)
katch the columns: (1 marl:)
: i} A rype of plan which serves as a controlling device as well. . Al Policr .

Q.3
Q.4

Q.5
Q.6
Q.7

Q.8

0.9

iii} A plan based on research and analysis and s concerned with physical an-:l. (B1  Method
technical tasks.

(iii} A plan which includes the entire gamur of activities as well as the n:-rgan'lmti-:-n's. (C) Budget
policy and how it will contribute to the overall business plan.

iivi A type of plan that specifies the organisarion’s response to a certain situation. il Programme

Mame the step in the process of planning which is considersd the “real point of decision making”™. (1 mark)

Varzha Jain afrer completing her fashion designing course from Indian Institure of Fashion Technology planned
to enter into designer clothing venture. She had to address issues lile her target customers, channel of distribution
to be used. pricing policy etc. The type of plan thar Varsha Jain needs to develop to provide direction and scope

to her organisation in the long run is . (Fill up the blank wvth comece annver) (| marl)
State the main aspects in the concept of planning. (3 marks)
“Failing to plan is planning to fail.” Comment. (3 marks)

Mega Led. holds an Annual Management Programme every year in the month of March in which the twp
managerial personnel formulate plans for the next year by analysing and predicting the future to meet future
events effectively. As they are responsible for providing direction to the organisarion, facts are thoroughly checked
through scientific calcularions. Dietailed plans are prepared after discusion with professional experts. Preliminary
investigations are also undemaken to find out the viabilicy of the plan. Since it is an intellecrual acrivicy requiring
intelligent imaginarion and sound judgement. it is mainly done by the top management. Usually rest of the
mermbers just implement the plans. Middle level managers are neither allowed to deviate from the plans nor are
they permirted to act on their own. The top management ensures that the expenses incurred in formulating the
plans justify the benefits derived from them.

Stare two limitations and two features of planning discussed abowve, (4 marks)

Matta Auto Led. is manufacturing different types of commercial vehicles, Their sales were mpees two hundred
crores in the previous year The company decided to increase sales by 20% during the current year. It conducted
internal as well as external audits for the same. Through internal andit, they analysed the strengrhs and weaknesses
of the business acros all departments. External andit focused on the opporunities and the threats in the
constantly changing business environment. Thus, a comprehensive plan was prepared taking into considerarion
the business environment and the necessary resources were allocared to achieve the target. The company directed
its offices throughout the country to follow the plan. The companys commitment to develop effective plans to
achieve a consistent increase in sales has ensured its continual growth over the past one decade.

Identify and explain the two types of plans discussed above. (% marks)

Explain the following statements related to the planning function of management: (5 marks)
i1 Planning is closely connected with crearivity and innovation

i1} Planning will be a furile exercise if it is not acted upon or implemented.

in1) Planning is the most challenging activiry for the management

i) Planning is a pre-requisite for controlling,

v} Planning is purposeful.

ivi) Planning is not an exclusive function of top management.



H
Self Assessment Test 2
Planning

Time allowed ¢ 1 hour Masimzrne Marks + 25

€}.1 Planning is the most challenging activity for the management as . (Complese the sentence) (1 marl:)

(}.2 A company wants to increase its market share from the present 10% to 25% to have a dominant position in the
market by the end of the next financial year. Ms Rajni, the sales manager has been asked to prepare a proposal
that will cutline the options available for achieving this objective. Her report included the following options -
entering new markets, expanding the product range offered to customers, using sales promotion techniques such
as giving rebates, discounts or increasing the budget for advermising activiries.

The step of the planning process which has been performed by Ms. Rajni is .
(Fill wp ehe blamk with correct anstver) (1 mark)

(.3 As a par of its comprehensive plan Teerja Lid. decided to combine a new line of activity with its existing
footwear business.

The type of plan is . (Fill wp ehe blamk with correct anstver) (1 mark)
()4 How does planning help in taking rarional decisions? i1 mark)
(3.5 Define "‘Budger’ as a type of plan. Why is budger also a control device? Why is it regarded as a fundamental
planning instrument? (3 marks)
(}.6 State any three limitations of planning. i3 marls)

(}.7 TPan Masala and Sons is a manufacturer of tobacco products. It decided to increase profits by at least 20% in the
next quarter. It has many options.
(il Toincrease the working hours of labourers without additional payment.
(ii) To employ children from the local communicy.
(i) To =ell its products ourside the schools and colleges.
It opted the (ii} and (iii} options to achieve the targer.
{a) ldentify the function of management described in the above para.
(h} State the steps of the process involved in the function of management identified in {a) quoting the lines
from the above para. i4 marls)

(3.8 Answer the following questions: (5 marls)
(al What would be the consequences if there was no planning?
(b} How does planning provide the basis of control?
() What does ‘primacy of planning” refer to?
(d} Why is planning an intellectual activity of thinking rather than doing?
(e} Can planning eliminate changes/uncerain events? Give reason.

(.9 Anauro company C Lrd. is facing a problem of declining market share due to increased competition from other
new and existing players in the market. Its competitors are introducing lower priced models for mass consumers
wha are price sensitive. C Lrd. realized that it needs w rake steps immediately to improve its market standing
in the furure. For quality conscious consumers, © Limited plans to intreduce new models with added features
and new technological advancements. The company has formed a ream with representarives from all the levels of
management. This team will brainstorm and will determine the steps that will be adopted by the organisation for
imple menting the above strategy.

Explain the features of Planning highlighted in the situation given above, {6 marls)
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Self Assessment Test 3

Planning

Time allowed 1 1 hour Maximesrn Marks : 25

0.1
0.2

Q.3

0.4
0.5
0.6

Q.7

0.8

Q.9

Planning is purposeful since . (Complete the sentence) (1 mark)

A plan is framed, it is implemented, and is followed by another plan on the basis of new requirements and
future conditions. Which of the following best describes the above statement?

(Choose the correcy affernasive) (1 mar:)
fa) Planning focuses a achieving ohjectives.
(b} Planning is continuous.
(c) Planning is fururisric.
id} Planning is a mental exercise.

Raj Auto Ltd. was engaged in manufacturing motor oycles. Its long term objective was oo caprure the market by
increasing sales every year. For this it analysed the pricing policy of the competitors. To achieve this abjective it
decided to offer a discount of 3,000 and free insurance on purchase of every motor cycle. This artracted the

customers and the sales increased. The type of plan being followed by Raj Auro Led. is .
(Fll up the blank with corvece answer) (1 marl)

Planning is an exclusive function of top management. {TrueFade) (1 mads)
Give the meaning of Procedurs’ and ‘rule’ as types of plans. (% marks)
Explain the following as features of planning: (% marks)

fa) Planning is continuous; and
(b} Planning is fururisric.

Identify and explain the type of plan and stare whether they are Single use or Standing plan: (4 marks)
fal A type of plan which serves as a controlling device as well.
bl A plan based on research and analysis and is concerned with physical and technical rasks.

Suhasini a home science graduare from a reputed college has recently done a cookery course. She wished to start
her own venture with a goal to provide *health food” at reasonable price. She discussed her idea with her teacher
{mentor) who encouraged her. After analyzing various options for starting her business venture, they shortlisted
the option o sell ready made and “ready to make’ vegerable shalkes and sartu milk shakes. Then, they both
weighed the pros and cons of both the shortlisted options.

{a) Identify the function of management being discussed above and give any one of its characteristics.

(bl Also briefly discuss any three limitations of the funcrion discussed in the case. (% marks)

Explain the importance of planning in an organisation by giving any four points. (5 marks)
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Self Assessment Test 4

Time
Q.1

Q.2

Q.3

.4

.5
.6

Q7.
0.8

Q.9

Q.10

Q.11

Planning, Nature and Significance of Management,
Principles of Management and Business Environment

alfowed + 1 hour 30 minutes Masimrerne Marks 1 40

In an attempt to cope with Reliance Jios onslaught in 2018, market leader Bhari Airtel has refreshed is $149
prepaid plan to offer 2 GB of 3G/40G dara per day, owice the amount it offered earlier.

The type of plan highlighted in the given example is . (Fill up the blank with cornect answwer) (1 mark)
March the following: (1 marlk)
| (i} Planning for the organisation as a whole. | {al Supervisors
(i) Operational planning (k) Middle management

(i} Deparrmental planning _ icl Top management

The process by which a manager synchronises the activities of different departments is known as .
{(Choowe the correct alfternative) (1 mark)

(a) Coordination (b} Cooperation
(e} Organising (d} Supervision
Mame the levels of management: (1 rmark)

(i) oversecing the efforns of the workforce

(ii} formulating organisational goals

Management principles are not the principles of pure science. "Write any one difference. (1 mark)
(i) are procedures or methods, which involve a series of steps to be taken to accomplish desired goals,

whermras (i) are guidelines ta take decisions or actions. (Principles of management/ Techniques of
management) (Fill up the Blank with comect aptions) (1 mark)

What is included in “Political Environment’ of business? Stare. (1 marlk)
The main objectives of Indias development plans have been to initiate rapid economic growth to raise the
standard of living and reduce unemployment, poverty and inequalities of income and wealth.
Which of the following dimensions of business environment is highlighted above?

(Choose the cornect alternative) (1 mark)
(a) Economic environment (b Social envimnment
(c) Legal environment id} Both (a) and (b}
Prem India Limited is a well-established Intemartional Camera Company. It was pioneer in introducing products
like non-digital “aim and shoot’ cameras. After tasting succes in the previous project. they introduced wide
array of products in DSLE cameras. Their products range from 20 to 250 mega pixels digital cameras. With
the advancement of technology, they planned to make huge investment in developing and selling even higher
resolution digital cameras. The made a budger allocation of ¥ 1,000 crore in developing it. The company has

started working on this improved product. It is a lengthy proces of research and development. It may take

2 o 3 years to actually starr production. In the mean time one of its competitors moved a step forward and
developed and marketed mirror-less cameras in the market. It resulved in heavy losses to Prem India Limited.

Identify any three limitations of planning by quoting the lines from the above para (3 marks)
Give the meanings of:

(a) Liberalisation (b} Privatization (c) Globalisation (3 marks)
Alshar and Kshiriz are managers at the same level of management in a company Akshar says that  managemene

is an ‘art’ whereas Kshitiz says that management is a “science’. As the director of the company, explain the true
nature of management to Akshat and Kshiriz. (4 marks) /
"
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(.12 XY Power Lied. set up a factory for manufacruring solar lanterns in a emote village as there was no reliable
supply of electricity in mral areas. The revenue eamed by the company was sufficient to cover the costs and
the risks. The demand of lantems was increasing day by day, so the company decided to increase production
to generate higher sales. For this they decided to employ people from the nearby villages as very few job
oppomunities were available in that area. The company also decided to open schools and creches for the children
of its emplovees.

Identify by quoting lines and explain the objectives of management discussed above. (4 marks)
().13 Principls of Taylor and Fayol are mutually complementary. One believed thar the management should

scientifically select the person and the work amigned should suit hisfher physical and intellsctual capabilities,
while the other suggested that the work can be performed more efficiently if divided into specialised tasks.

ldentify and explain the principles of Fayol and Taylor referred to in the above para. (4 marks)
().14 Explain any four points highlighting the significance of management principles. (4 marks)
(.15 Why it is important for husiness enterprises to understand their environment? Explain briefly. (5 marks)
().16 Identify and explain the types of plan: (5 marks)

i) It may consist of identifying steps, procedures required for opening a new department o deal with other
rminor work,

iii) It is a statement of expenses, revenue and income for a specified period.
iiii} It specifies the organisation’s response to a certain situation.
iiv) It describes the specified steps to be followed in particular circumstances.

iv) It provides the manner in which a task has 1o be performed.
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Self Assessment Test 5

RH.I &
Q.1

Q.2

Q.3
4
0.5

.6

Q7

.8
Q.9

Q.10
Q.11

Planning, Nature and Significance of Management,
Principles of Management and Business Environment

allowed : 1 hour 30 minutes Maximen Marks : 40
Rama Stationery Marr has made a decision to make all the payments by e-transfers anly. The type of plan
adopted by Rama Starionery Mart: {(Choowe the correct alfternative) (1 mark)
ia) Strategy (ki Palicy
ic) Rule (d) Procedure

are the base marterial upon which plans are to be drawn. (Cheose the correct altermative) (1 mark)
fal Objectives (bl Premises
ic) Alternatives (d} Implementation
“Effectivencss means doing the task comectly and with minimum cost.” { TruedBalee) (1 marl)
Fayol was the first to identify four functions of management. Mame those four functions. (1 mark)

Dristinguish between Unity of command’ and "Unity of direction’ principles of management on the basis of

‘Implications’. (1 mark)
March the following function of management: (1 mark)

(i} Serting poals in advance and developing a way of achieving them effectively aru:l. ial Planning

effectively:

. (i Establishing an atmosphere that encourages employess to do their best. ikl Organising
. (11} Determining what activities and resources and resources are required. - () Sraffing
. () Recruitment selection, placement and training of personnel - idi Diirecting

v} Determining whar activities and outputs are critical to success (el Controlling
‘Industrial palicy, monetary policy and fiscal policy. are a part of ENVIFomene.

{(Choes the corvect alternative) (1 mark)

(a) Economic (ki Legal
(c) Social (d) Political
Why is business environment called dynamic? Srate. (1 mark)

The Government of India announced ‘demonetisation’ of T 500 and ¥ 1,000 currency notes with effect from
the midnight of November 8, 2016, As a result. the existing 500 and ¥ 1,000 currency notes ceased to be legal
tender from that date. Mew cumrency notes of the denomination of ¥ 500 and ¥ 2,000 issued by Reserve Bank of
India after the announcement.

Discuss ‘demonetisation’ in the light of the changes in busines environment under various heads. i3 marls)
“Planning may not work in a dynamic environment.” Explain. (3 marks)

A B Behman is the first Indian o win Oscar award for his composition Jai He'. His composition of music is
unique as he has used the singing notes in a manner thar is entirely his own interpretation. Like A. B, Behman,
Mr. Sugan, General Manager in Star Led.. uses his knowledge of management in a unique manner. All the
employees working under his guidance are happy and satisfied becanse of his good behaviour He everyday
rewards/appreciates the employees for coming office on time, performing their amigned tasks with best of their
capahilities. Moreover, Mr Sugan teats all his employess as fairly as possible. He does not discriminate his
employees on the basis of sex, religion, caste, belief, etc.

Identify and explain the narure of the management highlighted in the above case. (3 marks)
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Q.12

Q.13

Q.14

Q.15

Q.16

Principles of Taylor and Fayol are mutually complementary: One believed that the management should share the
gains with the workers, while the other suggested that employees compensation should depend on the earning
capacity of the company and should give them a reasonable standard of living.

Identify and explain the principles of Fayol and Taylor referred to in the above para. (3 marks)
Diefine principles of management. An organisation follows the principles of management. YWhat are the positive
effects of each of the following principles of management on the organisarion? (4 marks)
(i) Oder

(i} Unity of direction

(it} Division of work

Ulera Paine Co. which s manufacturing paints had been enjoying a prominent market position as it
manufactured best quality paints, made timely payment of taxes to government. It assembled various inputs like
finance, machines, raw marerials, etc. from its environment. Bur since last year it has been dumping its unrreated
poisonous waste on the river bank which has created many health problems for the people. As a result, the court
passed an order to seal the manufacturing unit of the company. (5 marks)
{al Stare the importance of business environment highlighted quoting the line from the above case.

ib} Identify and explain any two dimensions of business envimnment mentioned in the above case by quoting

lines from ir.

Mr Shiv Sharma and Ms. Suhasini are both managers of HTL Led. Mr. Shiv is the CEC of the company and
Ms. Suhasini is a branch manager ar HTL Ltd. They manage the enterprise at different levels. At which levels of
management are they working in HTL Led.? Srate any two functions which they must be performing ar HTL
Lid. (% marks)
After completing her studies in product design, Sarita wishes to start her own business to design products to
cater to the mobility and communicarion requirements of persons with special needs. She told her friend that she
wanted to focus on supplying high quality products ar affordable prices. The Unique Selling Proposition (L1L5.T)
af the products would be sensitivicy of the challenges and needs of the differently abled people.

She wants to employ only differently abled persons in her factory and sales offices acros the country. This decision
of Sarita provides the base for interpreting her strategy. This also defines the broad parameters within which the
company may recruit the persons. Sarita has also to decide about the exact manner and the chronological arder
of how the selection of the differently abled applicants will be done.

In the above lines, Sarita is discussing about one of the functions of management. This function has several
types. Identify and explain the types Sarita is discussing in the above lines. i5 marks)
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Objective Type Questions 4.1

1. it contributes to the achievement of pre-determined

organisaticnal goals,

(a) Planning

() Implementing the plan

Implementing the plan

True This step of the planning process iz “Follow-up

action’.

Flanning premises

(e} Setting objective (a) Developing premises (b} Identifying

the course af action (d) Evaluating alvernarive courses.

&. Planning

9. PForecasting is important in developing premises as it is a
technique of garhering informadon abour demand for a
particular product, interest rates, tax rates, et

10, Follow up action

W b

e I

Objective Type Questions 4.2
1. to meet future events effectively to the best advantages of
an organisation.
2. it is mental exercise of determining the action © be raken.
3. True Flanning is intellecoual chinking based on the
analysis of facts and forecasts.
4. Planning is mental exercise.
5. th) Planning iz economical.
&. Planning leads o rigidiny

Think abowt it False: Because planning promotes innovative
ideas. Since planning is the first funcrion of management, new
ideas can take the shape of concrete plans. However, planning
in a way reduces creativiey since people tend o think along the
same lines a5 others

U'bjcctivr. T}-’pr Qutst'u:-ui 4.3
1. Single use plan.
2 Palse: Objectives and strategy are not classified as single
use or standing plans.
(i-(bY, d)-(ah i) b liv)-{a)
Programme.
(b1 Budger
Standing plan
Standing plan
Standing Plan

e

9.
LS
11.
12

1.
17.
15,
19,
20.

21.
22
23.
24.
25.
26,
27.
23,
29.
30
il

32
33.
34.
35.
6.
37
38,
39.

41.

42,
43.

(e (i, (i) — (a), (vi-(h)

Gal-(iv), (bb-ii feh-(i, (di-(i)

Budget

False: A budget is also a control device from which deviarions
can be raken care of.

. True: Because a budger is a statement of expected resules

expressed in numerical terms. It invobves forecasting,
therefore, it clearly comes under planning.
ib} Programme

. There is no compromise or change unless a policy decision

is take.

Rule

Methad

ib) Methods

ia) Procedures

procedures are steps to be carried our withing a broad

policy framewiork.
Policies

Straregy

i) Policy

ib) Palicy

(b, (- iiig-(a). v )b

i} - (B -(e) (-(d i) -(a)

ib) Strategy

ib) Stratepy

ib) Strategies

TR R AN R AR FRiT

Straregy

OrhjectivelBudget

The company will prepare “Programme’.

ia) Objective

i) Procedures

ia) Objectives

ib} Strategies

ia) Policies

idi Rules

Sanding Flan: because the selection procedure will be
used over and over apain with necessary modifications only
Single use plan: becanse it will be discarded when the
annual general meeting is over.

Straregy
Methad

ia) Palicy
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Answers to Self Assessment Tests Questions

Self Assessment Test 1

1.

W b b

False: Planning can only anticipate changes or events and

develop managerial response to them. However, changes

or events cannot be eliminaced.

(L — () (1= (B, (i) - (D). i) — (A)

Selecting an alternative

Strategy

i} Serting objectives for a given time period.

iii) Formulating various courses of action o achieve them.

iiil) Selecting the best possible alternative from among the
warious courses of action available.

Two limitations of planning discussed abeve are:

ii) Planning reduces creativicy

it} Mlanning involves huge costs (Expilaing)
Two features of planning discussed abowe are:

it} Planning is fururistic

iii} Planning is 2 mental exercise (Explain)
The owo types of plans discussed above are

ia) Objectives (b} Stratepy (Expilaivg)

i} Planning is deciding in advance what to do and how
to do. Betore doing something, the manager must
formulate an idea of how oo work on a particular task
Thus, planning is closey connected with creativicy
and innovation.

iii} The plan that is developed has to have a given time
frame but time is a limited resource. It needs o be
utilised judiciously. If time factor &5 not raken into
consideration, conditions in the environment may
change and all business plans may go waste. Flanning
will be a futile exercise if it iz not acted upon or
implemented.

iiil) Mlanning is the most challenging activity for the
management as it guides all future actions leading w
growth and prosperity of the business.

iiv) Mlanning provides the goals or standards against which
acmal performance is measured. By comparing actual
performance with standards, if there is any deviarion it
can be corrected. Therefore, planning is a prerequisite
for conerolling,

ivi Planning iz purpossful as it fomuses on achieving
abjectivis. Specific goals are set out in the plans along
with the activities to be undertaken to achieve the goals.

ivi) Planning is pervasive. It is required ar all levels of
management as well as in all departments of the
organisation. Thus, planning is not an  ewlusive
function of top management.

Self Assessment Test 2

1.

2.
3.

it puides all furure actions leading to growth and prospericy
of the business.

Identifying alternative courses of action

Strategy

4. Planning involves setting targets and  predicring future

conditions, thus helping in taking rational decisions.

5. A budget is 2 starement of expected results expressed in

numerical terms. For example, a sales budper may forecase
the sales of different products in each area for a particular
month.

Since budget represents all items in numbers, it becomes
easier to compare actual fipures with expected fizures and
take corrective action subsequently: Thus, a budget s alio a
control device from which deviations can be raken care of.
Since a budget which quantifies furure facts and figures,
and involves forecasting, therefore, it clearly comes under
planning. It is a fundamental planning instrument in
MANY organisations.

7. {a) Planning

(b} Steps involved in planning process:

{i} Serting organisational  objectives: " _increase
profics by ar least 2094 in the nexe quarter”

iil) Identifving and evaluating alternative courses
of action: "It has many options: to increase the
working hours of labourers withour addirional
payment, of © employ children from the local
community, or to sell it produces ouside the
schools and colleges."

iili) Selecting the best possible alernariveds): "It opred
to employ children from the local community,
and to adl it produces outside the schools and

collepes.”

. {a} If there was no planning, employes would be working

in different directions and the organisation would not
be able to achieve its desired poals.

{b} Planning establishes standard for controlling, If there
were no goals and standards, then finding deviarions
which are a part of controlling would not be possible.
Therefore, planning provides the basis of control.

{c) Planning s a primary funcrion of management.
Planning lays down the base for other functions of
managernent. All ather managerial funcrions  are
performed within the framework of the plans drawn.
Thus, planning precedes other functons. This s
referred to a8 the primacy of planning.

{d} Plnning requires application of the mind involving
foresight, intellipent imagination and sound judmement.
It is basically an intellectual activiey of thinking rather
than doing, because planning determines the action to
b taken.

(g} Planning involves locking ahead and anticipating
changes. Planning only shows the way o deal with
chanpes and uncertain events. Changes or events
cannot be eliminated.

i1} Planning is pervasive.
(i} Planning is fururistic.
{iil) Planning is a mental exercise.

(Explain)




Self Assessment Test 3

L.

L

specific poals are set our in the plans along with the
activities 1o be undertaken to achieve the goals.

ik Planning is continuous.

Strategy

False: planning is pervasive, Le. it is required ar all
levd of management as well @& in all department of the

DF@HJSEILDI'.I.

() Budger: A single use plan {explain)
ik Method: A Standing plan {explain)
{a) Planning

Characteristic of planning — Plamwing focases ow aolieng
obfrcrive (Explain)
ibi Limitations of planning (Explain)

ii) Tlanning leads to rgidiry
i) Tlanning reduces creativicy
iiil} Planning is a time-consuming process

Self Assessment Test 4

1.

S bR

-

13

Lo

Strategy

(it fii-{a). i)

(2] Coordination

(i} Supervisory management (i} Top level management

iy Techniques of management

(i} Principles of management

id} Both (a) and (b)

i1y Planning involves huge cost

“With rhe adeancemens of rechnology, rhe planwed ro
meabe buge iepenmens in developing and selling even
bigher resolurion digital camenas. The made a budper
allpcarion of T1,000 crove in developing ie."

(i} Planning is time-consuming,

"It és @ lengrhy provess of reseavch and nﬂ'mﬁ:pmwr Ir
miay rake 2 o 3 years ro acruadly ssare production.”

(i) Planning may not work in a dynamic envirnment.
"In the mean time one of its competitors moved a
step forward and developed and marketed mirror-less
cameras in the marker It resulted in heavy losses
Prem India Limited."

(0 Pdanagemens should sclentlfically selece the person and the
work assigned showld suir bistber physical awd insellecraal
capabliizia™— Devdopment of each and every person
to histher greatest efficiency and prosperity (Explain)

(i) The swonk can be performed move efficlencly If diedded
inarg specialised rasts— Division of work (BExplain}

(1t Programme (i} Budget (i} Policy (iv) Procedure

ivi Method (explain)
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Self Assessment Test 5

11.
12

13.

14.

15.

1.

el BN i s

ib) Palicy

ib) Premises

Falsa

Planning, Organising, Directing and Controlling,

(L} = fa), (i) = fd (uiy = (bk (i) = ek (v) —ie)

(a) Economic

{a) Legal environrment {(Explain)
“Gosermmens of India .-ri.lmufm' demonesisarion’ of
T 500 and T1,000 currency nores.

(b E::-:-m:-ml-: enviren ment {Explain)

“the existing T500 awd T 1000 curvency wores cavsed ro

&r.l'@r.l' render froms that dase. New currency voves of rbe

denominarion of 500 and 2,000 ksuad by Reserve Bank

af Indla afrer cbe amouncemens.”

Management is an art (Explain)

Harmony, not Discord and Remuneration of employees

(Explain)

i) Orderliness will lead o increased productiviey and
efficiency.

iil) Uity of direction ensures unity of action and
coordination.

it} Division of work leads o specialisation and resules in
efficient and effective outpur.

ia) Business environment helps in  tapping  useful

(T

T assembled carious inpurs lke fwance, machine, muw

marerial, exc. frome fes enedrovment.”

by (0 Social environment {gloe explowarion)
Lt By been dumping its swereated polonous waste
on the wver bamk which ba craared mawy bealvh
problems for the people.”

{ii} Legal environment (gloe explowarion)
“ohe ot pesed an ovder fo seal rhe manaficouning
st of che comppany.”

ia) dr. Shiv Sharma, the CED of the company is working
at the wop level management.

{(Give two staements highlighting funcrions of wp

level management.)

ib) Ms. Suhasini, a branch manager ar HTL Led. is
working at the middle levd management.

{Give two statements highlishting functions of middle

leviel management. )

Trpes of plans Sarita is discussing in the above lines are:
{explain)

ia) Policy ib} Procedure




