
 

Chapter -5   Planning and Decision Making 
 

CONCEPT OF PLANNING 

Planning is outlining a future course of action and deciding in advance on the most 

appropriate course for the achievement of organizational goals. 

 

CHARACTERISTICS/FEATURES OF PLANNING 
 

1. Future Oriented: Planning is a forward-looking activity that is focused on creating a roadmap 

for the future. It involves setting goals, identifying the steps required to achieve these goals, and 

making decisions that will help to guide the organization towards its desired future state. 

 

2. Pervasive Activity: Planning is a pervasive activity that takes place throughout an 

organization, at all levels, and in all areas of its operations. It is an essential aspect of 

organizational life and is critical to the success of any enterprise. 

 

3. Intellectual Activity: Planning is an intellectual activity that requires the involvement of the 

top management. It requires the use of critical thinking, creativity, and problem-solving skills to 

identify the best path forward for an organization. 



 

 

4. Primary Function and Focus on Goals: The primary function of planning is to set and 

achieve goals. It involves establishing a clear set of objectives and then developing strategies to 

meet those objectives. Planning helps to ensure that an organization stays focused on its goals 

and is able to prioritize its activities accordingly. 

 

5. Time Frame: Planning has a time frame that is bound by the organization's goals and 

objectives. It involves the creation of a timeline for achieving specific outcomes, which helps to 

ensure that progress is made in a timely manner. 

 

6. Continuous and Flexible Body: Planning is a continuous and flexible body of work that is 

constantly evolving and adapting to changing circumstances. It requires organizations to 

regularly assess their progress and make adjustments to their plans as necessary. 

 

7. Efficiency and Economy: Planning is focused on achieving efficiency and economy in the use 

of resources. This means that it seeks to optimize the use of time, money, and other resources in 

order to achieve desired outcomes. 

 

8. Actionable and Attainable: Planning should result in actionable and attainable goals and 

objectives. This means that the plans created should be specific, measurable, and realistic, and 

should provide clear guidance on how to proceed. 

 

9. Set of Priorities and a Means Only: Planning is a means to an end, not an end in itself. It 

involves establishing a set of priorities and developing strategies to achieve those priorities. The 

ultimate goal of planning is to help organizations achieve their objectives in an efficient and 

effective manner. 

 

10. Based on Environmental Analysis: Planning is based on a thorough analysis of the 

organization's internal and external environment. This analysis is used to identify opportunities 

and challenges and to inform the development of plans and strategies that are best suited to 

the organization's unique circumstances. 

 

TYPES OF PLAN 
A. On the basis of Managerial levels 

1. Strategic/Corporate plans: These plans are developed by top management and outline the 

overall mission, goals and objectives of an organization, typically for a 3-5 year time horizon. 

They are broad in scope and outline the direction of the organization 

2. Tactical plans: These plans are developed to support the achievement of the 

strategic goals. They are developed by middle management and outline the specific 

actions required to achieve the goals set in the strategic plan. They have a shorter time 

horizon (1-2 years) and are more focused on specific departments or functions 

3. Operational plans: These plans are developed by front-line managers and detail the 

day-to-day tasks and resources required to implement the tactical plans. They have the 



 

shortest time horizon (weeks to months) and focus on the efficient and effective delivery 

of products or services. 

 

B. On the basis of the uses of the plans 

1. Single-use plans: These are plans that are developed for a specific, one-time purpose 

and are not intended to be repeated. For example, a plan for organizing a one-time 

event, such as a company picnic, is a single-use plan. Once the event is over, the plan is 

no longer needed. 

 

2. Standing plans: These are plans that are developed to be used repeatedly and serve 

as a guide for recurring activities or decisions. For example, a company's standard 

operating procedures or a sales department's monthly reporting process are examples 

of standing plans. They provide a consistent approach to repetitive tasks and help to 

ensure that similar activities are performed in a consistent manner. 

 

C. On the basis of Flexibility of plans 

 

1. Specific plans: These are plans that are highly structured and detail the exact steps to 

be taken in order to achieve a specific goal. They provide little room for deviation or 

change and are designed to be followed closely. For example, a specific plan for a 

product launch may detail the exact timeline, budget, and resources required to bring 

the product to market. 

 

2. Flexible plans: These are plans that are more adaptable and allow for changes or 

adjustments in response to new information or unexpected events. They provide a 

general framework or guide rather than a set of specific steps, and allow for more 

flexibility in decision-making and problem-solving. For example, a flexible plan for a 

marketing campaign may outline the general goals and objectives, but allow for 

changes in tactics or strategies based on market conditions or consumer behavior. 

 

On the basis of Time Frame  

1. Long-term plans 

2. Intermediate plans 

3. Short-term plans 

 

PROCESS OF PLANNING 



 

  

 

Analysis of Environment

Establishing goals/Objectives

Determining planning premises

Identification of alternatives

Evaluation of alternatives

Selecting the best alternative



 

 
 

REASONS /NEED FOR PLANNING 
1. Reduces uncertainties and difficulties 

2. Promotes efficiency 

3. Provides direction 

4. Facilitates coordination 

5. Focus on objectives 

6. Organizational effectiveness 

7. Facilitates adapting change 

8. Effective control 

 

HIERARCHY OF PLANNING 
1. Vision 

2. Mission 

3. Goals/Objectives 

4. Strategies 

5. Policies 

6. Procedures 

7. Rules 

8. Programs 

9. Budgets 

 

METHODS OF PLANNING 

Review of the plans

Budgeting the plans

Selecting the best alternative



 

1. Top-down method: This method of planning starts with top-level management and 

works its way down through the organization. The top management defines the goals 

and objectives and communicates them to lower-level managers, who then develop 

plans to support the attainment of these goals. This method is characterized by clear 

lines of authority and decision-making, and is often used in large organizations with 

well-defined hierarchies. 
 

2. Bottom-up method: This method of planning starts with front-line workers and 

works its way up the organizational hierarchy. Front-line workers are involved in the 

planning process and provide input and feedback on how to achieve the goals and 

objectives. This method is often used in smaller organizations and is characterized by a 

more participatory and democratic approach to decision-making. 
 

3. Mixed method: This method of planning combines elements of both the top-down 

and bottom-up methods. Top management defines the goals and objectives, but lower-

level managers and front-line workers also have a say in the planning process and 

provide input and feedback. This method seeks to balance the benefits of clear lines of 

authority and decision-making with the benefits of increased participation and input 

from all levels of the organization. 
 

4. Team method: This method of planning involves the formation of cross-functional 

teams to develop and implement plans. Teams are comprised of individuals from 

different departments or areas of the organization and work together to achieve a 

common goal. This method is often used in complex or fast-paced environments where 

a collaborative approach is necessary to ensure the success of the plan. 
 

CONCEPT OF STRATEGIC PLANNING 
A strategic plan is a comprehensive and detailed roadmap that outlines an 

organization's long-term objectives, the actions required to achieve them, and the 

means of measuring success once they are reached.  

 

CHARACTERISTICS OF STRATEGIC PLAN 

1. Long-term goals 

2. Based on environmental analysis 

3. Involvement of top management 

4. A mean only 

 

ESSENTIALS OF STRATEGIC PLANNING 
1. Vision 

2. Mission 



 

3. Objectives 

4. Strategies 

 

FORMULATION OF STRATEGIC PLAN 
1. Define vision and mission. 

 Vision 

 Mission 

       

2. Environmental analysis (External and internal) 

 Analysis of the external environment 

 Analysis of the internal environment 

 Development of strategic goals 

 Formulation of Strategic plans 

 

Implementation of Strategic plans 
1. Organizational structure 

2. Leadership 

3. Employee Motivation 

4. Communication 

5. Technology 

6. Provision of resources 

7. Group/teamwork 

8. Employee motivation 

9. Monitoring and evaluation 

 

CONCEPT OF TACTICAL PLANS 
A tactical plan is a blueprint that lays out the specific steps an organization needs to 

take to achieve its strategic goals and objectives in the short-term. 

 

COMPARISON BETWEEN STRATEGIC AND TACTICAL PLANNING 
1. Strategic plans are typically prepared for a period of more than five years, 

whereas tactical plans are typically prepared for a period of less than one year. 

2. Strategic plans are typically less detailed, whereas tactical plans are typically more 

detailed. 

 

COORDINATING STRATEGIC AND TACTICAL PLANNING 
Strategic planning is supported by tactical planning. Therefore, strategic planning 

should go together in a coordinated way. 

 



 

CONCEPT OF DECISION MAKING 
Decision making is the process of choosing among two or more alternatives based on 

the evaluation of the available information, options, and criteria. 

 

ELEMENTS OF DECISION SITUATION 

 Urgency 

 Scope 

 The decision makers 

 Organizational goals 

 The environment 

 

TYPES OF DECISION SITUATIONS 

Decision Types by Structure: 

1. Programmed decisions 

Programmed decisions refer to routine and repetitive decisions that follow a set of 

established rules or procedures. These decisions are typically made in response to well-

known situations and can be automated or simplified through the use of algorithms or 

decision-making tools. 

2. Non-programmed decisions 

Non-programmed decisions refer to unique and complex decisions that require more 

thought and analysis. These decisions are typically made in response to new or unusual 

situations and often involve a higher level of uncertainty. They require a greater degree 

of creativity, problem-solving skills, and decision-making ability. 

 

2.  Decision Types by Importance 

a. Major decisions 

Major decisions refer to significant choices that have a substantial impact on an 

individual, organization, or society. These decisions often require a significant 

investment of time, resources, and effort and have long-term consequences. Examples 

of major decisions include choosing a career, investing in a business, or making a major 

purchase. 

 

b. Minor decisions 

Minor decisions refer to small choices that have little or no significant impact. These 

decisions are often routine and do not require much thought or consideration. Examples 

of minor decisions include choosing what to wear, deciding on a restaurant for lunch, or 

selecting a movie to watch. 

 

3.  Decision Types by Nature 

Decision Types by Nature: 



 

a. Routine decisions 

Routine decisions refer to repetitive and predictable choices that are made regularly and 

follow established rules or procedures. These decisions are typically low-risk and do not 

require much creativity or problem-solving skills. Examples of routine decisions include 

scheduling daily tasks, ordering supplies, or following a set budget. 

 

b. Strategic decisions 

Strategic decisions refer to critical choices that have a significant impact on an 

individual, organization, or society. These decisions often involve long-term planning 

and are made with the goal of achieving specific objectives or goals. Examples of 

strategic decisions include expanding a business, entering new markets, or changing the 

organizational structure. 

 

 4.  Decision Types by Complexity 
1. Simple decisions  

Simple decisions refer to choices that can be made quickly and easily without much 

thought or consideration. These decisions typically have a low level of risk and a small 

impact on the individual, organization, or society. Examples of simple decisions include 

choosing what to eat for breakfast, deciding what to wear for a casual outing, or 

purchasing a small item. 

 

2. Complex decisions  

Complex decisions refer to choices that require a significant investment of time, 

resources, and effort. These decisions often involve multiple variables and a high degree 

of uncertainty. Examples of complex decisions include choosing a career, investing in a 

business, or making a major purchase. These decisions often require extensive research, 

analysis, and problem-solving skills. 

 

5.  Types of Decisions Based on the Number of People Involved 

 Individual decisions 

 Group decisions 

 

PROCESS OF DECISION MAKING 



 

 

 
1. Identification of possible alternatives 

2. Evaluation of alternatives 

3. Selection of the best alternative 

4. Implementation of the chosen alternative 

5. Follow up and evaluation of results. 

 

APPROACHES OF DECISIONS MAKING 

Identification of 
problem

Identification of problem

Evaluation of alternatives

Selection of the best alternative

Implementation of the 
chosen alternative

Follow up and 
evaluation of 

results



 

1. Intuitive Approach: This approach involves making decisions based on instinct, 

experience, and gut feeling. This approach is often used in situations where time is 

limited, or the decision is based on personal preferences or values. 

 

2. Classical or Rational Approach: This approach to decision making involves a 

systematic and logical evaluation of all available options to determine the best choice. 

This approach assumes that individuals are rational and will make decisions that 

maximize their satisfaction or utility. 

 

3. Behavioral or Bounded Rationality Approach: This approach to decision making 

recognizes that individuals may not always make fully rational decisions due to cognitive 

limitations, emotions, and biases. This approach suggests that individuals make 

decisions that are good enough, or that meet their goals to a satisfactory extent, within 

the constraints of their available resources and information. 

 

DECISION MAKING CONDITION 
1. Decision making under uncertainty 

2. Decision making under risk 

3. Decision making under certainty 

 

GROUP DECISION MAKING 

Group decision making, also known as collaborative decision making, is a collaborative 

process in which multiple individuals work together to analyze a problem and find the 

best solution from among the available alternatives. 

 

Advantages 

1. Generates more alternatives 

2. Provides complete information and knowledge. 

3. Increases acceptance of a solution. 

4. Increases legitimacy 

 

Disadvantages 

1. Time Consuming 

2. Costly 

3. Pressure to conform 

4. Uncertain responsibility 

5. Groupthink 

 

PROCESS OF GROUP DECISION MAKING 
1. Determining the participation level 



 

2. Selecting the techniques and process 

3. Facilitating Activities and Discussions 

4. Choosing the method 

 

METHODS OF GROUP DECISION MAKING 
1. Brainstorming: This method involves bringing a group of people together to 

generate a large number of ideas and solutions to a problem in a short period. 

Brainstorming encourages creativity, out-of-the-box thinking, and encourages group 

members to build on each other's ideas. 
 

2. Nominal Group Technique: This method involves structured group decision-making, 

where each group member independently generates and writes down ideas, followed by 

a round-robin discussion of each idea. This method is useful for generating a large 

number of ideas and ensuring that each member's input is considered. 
 

3. Delphi Technique: This method involves gathering input from a group of experts 

through a series of rounds, without direct interaction between participants. Participants 

anonymously provide their opinions and predictions, and the responses are compiled 

and summarized for the next round. This method is useful for getting a consensus from 

a group of experts or for making decisions in situations where face-to-face meetings are 

not feasible. 
 

4. Electronic Meeting: This method involves using technology, such as video 

conferencing, instant messaging, or email, to conduct group decision-making. This 

method allows group members to collaborate and make decisions in real-time or near 

real-time, even if they are located in different places. Electronic meetings are useful for 

organizations with remote employees or for groups that need to make decisions quickly 

and efficiently. 
 

CONCEPT OF MANAGEMENT BY OBJECTIVES (MBO) 

MBO emphasizes the creation of common goals by managers and their subordinates 

working together, and the use of these goals as the primary focus of motivation, 

evaluation, and control efforts. 

 

IMPORTANCE OF MBO 
1. Proper reward 

2. Effective goal formulation 

3. Improved communication 

4. Participation in the planning process 



 

5. Performance review 

 

PROCESS OF MBO 
1. Goals setting 

2. Action planning 

3. Self-control 

4. Periodic review 

 

FACTORS NECESSARY FOR A SUCCESSFUL MBO PROGRAM 

1. Identification of clear goals. 

2. Allocation of adequate information. 

3. Training and development 

4. Top management commitment and support 

5. Long-term goals 

6. Proper reward 

7. Monitoring and review 

8. Decentralization of authority 

 

 

 

 

 


