
 

 

UNIT-II- PLANNING 

PLANNING – MEANING:  

Planning is a blueprint of the course of action to be followed in the future. It is 

also a mental exercise that requires imagination, foresight, and sound judgment. It is 

thinking before doing. It is a preparatory step and refers to detailed programs regarding 

the future course of action.  

Planning is the basic management function that involves forecasting, laying 

down objectives, analysing the different courses of action, and deciding the best 

alternative to perform different managerial functions to achieve pre-determined goals. 

Thus, it is a continuous process that involves decision-making; i.e., deciding the course 

of action for framing and achieving objectives.  

DEFINITION:  

“Planning is deciding in advance what to do, how to do it, when to do it, and 

who is to do it. Planning bridges the gap from where we are to where we want to go. 

It makes it possible for things to occur which would not otherwise happen.” 

 -Koontz and O’Donnell  

NATURE / CHARACTERISTICS / FEATURES OF PLANNING:  

 The following are the characteristics of Planning:  

1. Goal-Oriented: Planning is inherently goal-oriented. It starts with the 

identification of specific objectives that an organization or individual seeks to 

achieve. These goals provide direction and purpose to the planning process. 

2. Future-Oriented: Planning involves looking ahead and anticipating future 

events, conditions, and trends. It is concerned with forecasting and preparing for 

the future to minimize uncertainties and risks. 

3. Continuous Process: Planning is an ongoing activity. It is not a one-time effort 

but requires continuous monitoring, evaluation, and adjustment as circumstances 

change and new information becomes available. 



 

 

4. Decision-Making: At its core, planning is about making decisions. It involves 

choosing the best course of action from various alternatives to achieve the 

desired goals. This decision-making process is based on analysis, evaluation, and 

judgment. 

5. Pervasive Function: Planning is a fundamental function of management that 

pervades all levels and functions of an organization. It is not confined to top 

management but involves all managers and employees in different departments 

and at various levels. 

6. Rational Process: Planning is a rational and logical process that involves 

systematic analysis, evaluation, and synthesis of information. It requires a 

structured approach to problem-solving and decision-making. 

7. Integrative Function: Planning integrates various activities and resources 

within an organization. It ensures coordination and alignment of efforts across 

different departments and functions, promoting synergy and efficiency. 

8. Flexibility: While planning provides a framework for action, it also allows for 

flexibility and adaptability. Plans must be flexible enough to accommodate 

changes in the external environment and internal conditions. 

9. Resource Utilization: Effective planning ensures optimal utilization of 

resources, including time, money, manpower, and materials. It helps in 

allocating resources efficiently to achieve the desired outcomes. 

10. Control Mechanism: Planning serves as a control mechanism by setting 

benchmarks and standards against which actual performance can be measured. 

It provides a basis for monitoring progress and taking corrective actions when 

necessary. 

In summary, planning is a systematic, goal-oriented, and future-focused 

process that involves decision-making, resource allocation, and coordination to 

achieve desired objectives. It is an essential and continuous function that integrates 

various activities within an organization and provides a framework for effective 

management and control. 

 



 

 

OBJECTIVES OF PLANNING:  

The objectives of planning are essential to ensure that the process is effective and 

leads to successful outcomes. Here are the key objectives of planning: 

1. Achieve Organizational Goals: The primary objective of planning is to define 

and achieve organizational goals. By setting clear objectives and determining the 

best course of action, planning helps ensure that the organization moves towards 

its goals efficiently. 

2. Reduce Uncertainty: Planning helps in forecasting future conditions and 

preparing for potential challenges. By anticipating changes and uncertainties, 

planning reduces risks and helps organizations adapt to unforeseen 

circumstances. 

3. Ensure Effective Resource Utilization: Planning ensures that resources—such 

as time, money, and personnel—are used effectively and efficiently. It helps in 

allocating resources where they are most needed and minimizes waste and 

duplication. 

4. Facilitate Decision-Making: Planning provides a structured framework for 

decision-making. It involves analysing alternatives and choosing the best course 

of action, which helps in making informed and rational decisions. 

5. Improve Coordination and Integration: Planning promotes coordination 

among different departments and functions within an organization. It integrates 

various activities and ensures that all parts of the organization work towards 

common objectives. 

6. Enhance Organizational Performance: By setting clear goals and outlining 

specific actions to achieve them, planning improves overall organizational 

performance. It provides a roadmap for success and helps in tracking progress 

towards objectives. 

7. Support Strategic Thinking: Planning encourages strategic thinking by 

requiring organizations to consider long-term goals and future trends. It helps in 

aligning daily operations with the organization's strategic vision. 



 

 

8. Provide Direction and Focus: Planning provides direction and focus by 

defining what needs to be done and how it should be done. It helps in setting 

priorities and guiding efforts towards achieving the desired outcomes. 

9. Facilitate Control and Monitoring: Planning establishes benchmarks and 

standards against which actual performance can be measured. It helps in 

monitoring progress, identifying deviations from the plan, and taking corrective 

actions as needed. 

10. Enhance Organizational Flexibility: Although planning provides a structured 

approach, it also allows for flexibility. It helps organizations adapt to changes 

and adjust plans as needed to respond to new opportunities or challenges. 

11. Improve Communication: Planning helps in communicating goals, strategies, 

and expectations throughout the organization. It ensures that everyone is aware 

of their roles and responsibilities and understands how their work contributes to 

the overall objectives. 

12. Foster Innovation and Improvement: Through the planning process, 

organizations can explore new ideas and approaches. It encourages innovation 

and continuous improvement by evaluating different strategies and solutions. 

These objectives help organizations navigate complexities and achieve 

success in a structured and efficient manner. 

IMPORTANCE / ADVANTAGES OF PLANNING:  

The importance of planning cannot be overstated, as it is a critical function in 

both personal and organizational contexts. Here are some key reasons why planning is 

important: 

1. Provides Direction and Purpose 

 Clarity of Goals: Planning helps in setting clear, specific objectives, providing 

a roadmap for achieving them. 

 Guidance: It offers a sense of direction and purpose, ensuring that efforts are 

aligned with organizational goals. 



 

 

2. Reduces Uncertainty 

 Forecasting: Planning involves anticipating future conditions and trends, which 

helps in preparing for uncertainties. 

 Risk Management: By identifying potential risks and developing strategies to 

mitigate them, planning reduces the likelihood of unexpected challenges. 

3. Efficient Resource Utilization 

 Optimal Allocation: Planning ensures that resources such as time, money, and 

manpower are allocated efficiently to various tasks and projects. 

 Minimizes Waste: It helps in reducing waste and duplication of efforts, leading 

to cost savings. 

4. Facilitates Decision-Making 

 Informed Choices: Planning involves analyzing various alternatives and 

selecting the best course of action, leading to more informed and rational 

decisions. 

 Consistency: It provides a framework for making decisions that are consistent 

with organizational objectives. 

5. Enhances Coordination and Cooperation 

 Alignment: Planning ensures that different departments and functions within an 

organization are aligned towards common goals. 

 Teamwork: It fosters teamwork and collaboration by clarifying roles and 

responsibilities. 

6. Improves Organizational Performance 

 Benchmarking: Planning sets performance standards and benchmarks, helping 

in measuring progress and performance. 



 

 

 Focus: It keeps the organization focused on its goals, leading to better overall 

performance. 

7. Facilitates Control and Monitoring 

 Performance Measurement: Planning provides a basis for monitoring progress 

and evaluating performance against set objectives. 

 Corrective Actions: It helps in identifying deviations from the plan and taking 

corrective actions promptly. 

8. Supports Strategic Thinking 

 Long-Term Vision: Planning encourages a long-term perspective, helping 

organizations to think strategically about their future. 

 Adaptability: It enables organizations to adapt to changes in the external 

environment and seize new opportunities. 

9. Enhances Flexibility and Adaptability 

 Contingency Planning: Planning includes the development of contingency 

plans to handle unexpected situations. 

 Agility: It allows organizations to be more agile and responsive to changes. 

10. Encourages Innovation and Creativity 

 Exploration: Planning involves exploring new ideas and approaches to achieve 

objectives. 

 Continuous Improvement: It fosters a culture of innovation and continuous 

improvement by evaluating different strategies and solutions. 

11. Improves Communication 

 Clarity: Planning helps in clearly communicating goals, strategies, and 

expectations across the organization. 



 

 

 Engagement: It ensures that all stakeholders are informed and engaged in the 

planning process. 

12. Builds a Competitive Advantage 

 Proactive Approach: Planning enables organizations to be proactive rather than 

reactive, giving them a competitive edge. 

 Strategic Positioning: It helps in positioning the organization strategically in 

the market. 

13. Boosts Employee Morale and Motivation 

 Clear Goals: Employees are more motivated when they understand the 

organization's goals and their role in achieving them. 

 Job Satisfaction: Effective planning leads to better job satisfaction as 

employees see the results of their efforts. 

By ensuring that all efforts are aligned towards common goals, planning 

significantly contributes to the success and sustainability of an organization.  

LIMITATIONS / DISADVANTAGES OF PLANNING:  

While planning is essential for achieving organizational goals and ensuring 

efficient operations, it also has its limitations. Here are some of the key limitations of 

planning: 

1. Inflexibility 

 Rigidity: Plans can sometimes become too rigid, making it difficult for 

organizations to adapt to changes in the environment. 

 Resistance to Change: Strict adherence to plans can lead to resistance to change, 

even when the change is necessary. 

 



 

 

2. Time-Consuming 

 Lengthy Process: The process of planning can be very time-consuming, 

requiring significant effort and resources. 

 Delays in Decision-Making: Extensive planning can delay decision-making, 

especially in situations that require quick action. 

3. Uncertainty and Inaccuracy 

 Unpredictable Future: Despite best efforts, it is impossible to predict the future 

with complete accuracy. Plans are based on forecasts that may not materialize. 

 Data Limitations: Inaccurate or incomplete data can lead to flawed plans. 

4. Costs 

 Resource Intensive: Planning requires the use of resources, including time, 

money, and personnel, which can be costly. 

 Opportunity Cost: The resources spent on planning could potentially be used 

for other productive activities. 

5. Over-Dependence on Planning 

 Paralysis by Analysis: Excessive focus on planning can lead to over-analysis, 

causing delays and hindering action. 

 Lack of Initiative: Over-reliance on plans can stifle creativity and initiative, as 

employees might hesitate to act outside the established plan. 

6. False Sense of Security 

 Complacency: Having a plan in place might create a false sense of security, 

leading to complacency among managers and employees. 

 Ignoring Changes: Organizations might ignore changes in the external 

environment, assuming that the plan will work as intended. 

 



 

 

7. Difficulty in Implementation 

 Execution Challenges: Developing a plan is one thing; implementing it 

effectively is another. Plans often fail due to poor execution. 

 Lack of Commitment: Successful implementation requires commitment from 

all levels of the organization, which is not always guaranteed. 

8. Complexity 

 Overly Complex Plans: Plans can become overly complex and difficult to 

understand, making them hard to implement. 

 Communication Issues: Complexity in planning can lead to miscommunication 

and misunderstandings. 

9. Static Nature 

 Lack of Dynamism: Plans are often static and may not account for the dynamic 

nature of the business environment. 

 Outdated Plans: By the time a plan is implemented, it may already be outdated 

due to changes in the external environment. 

10. Internal Limitations 

 Employee Resistance: Employees may resist plans that they feel are impractical 

or that they were not involved in creating. 

 Management Issues: Poor management can lead to ineffective planning and 

execution. 

11. Conflicting Goals 

 Goal Conflicts: Different departments or individuals within an organization 

may have conflicting goals, making it difficult to create a unified plan. 

 Priority Issues: Determining the priority of different goals and objectives can 

be challenging. 



 

 

12. Limited Flexibility 

 Fixed Assumptions: Plans often rely on certain assumptions, which may not 

hold true in the face of changing circumstances. 

 Adaptability Issues: Organizations may struggle to adapt their plans quickly 

enough to respond to new opportunities or threats. 

Hence, Organizations need to be aware of these limitations and strive to create plans 

that are adaptable, realistic, and efficiently implemented. 

STEPS IN THE PROCESS OF PLANNING 

The process of planning typically involves several key steps. These steps help 

ensure that the planning process is systematic, thorough, and effective. Here are the 

main steps in the planning process: 

1. Establishing Objectives 

 Define Goals: Clearly define the objectives that need to be achieved. These 

should be specific, measurable, attainable, relevant, and time-bound (SMART). 

 Prioritize: Determine the priority of various goals to ensure that resources are 

allocated effectively. 

2. Environmental Scanning 

 Internal Analysis: Assess the internal environment, including resources, 

capabilities, and constraints. 

 External Analysis: Evaluate external factors such as market trends, economic 

conditions, technological advancements, and regulatory changes (PEST 

analysis: Political, Economic, Social, and Technological). 

3. Identifying Resources 

 Resource Inventory: Identify the resources available within the organization, 

including financial, human, and physical resources. 



 

 

 Resource Allocation: Determine how these resources will be allocated to 

achieve the objectives. 

4. Developing Premises 

 Assumptions: Develop assumptions about future conditions based on the 

environmental analysis. These assumptions serve as the foundation for planning. 

 Scenario Analysis: Consider different scenarios and their potential impact on 

the plan. 

5. Identifying Alternatives 

 Brainstorming: Generate a list of possible actions or strategies that could 

achieve the objectives. 

 Innovation: Encourage creative and innovative solutions to problems and 

challenges. 

6. Evaluating Alternatives 

 Criteria Development: Establish criteria for evaluating the alternatives, such as 

cost, feasibility, risk, and alignment with organizational goals. 

 Comparative Analysis: Analyze and compare the alternatives based on the 

established criteria. 

7. Selecting the Best Alternative 

 Decision Making: Choose the most suitable alternative based on the evaluation. 

This involves selecting the option that best meets the objectives and criteria. 

 Risk Assessment: Consider the potential risks associated with the chosen 

alternative and develop mitigation strategies. 

8. Formulating the Plan 

 Detailed Planning: Develop a detailed plan outlining the steps, timeline, and 

resources required to implement the chosen alternative. 



 

 

 Documentation: Document the plan clearly to ensure that it can be 

communicated and understood by all stakeholders. 

9. Implementing the Plan 

 Action Steps: Break down the plan into actionable steps and assign 

responsibilities to team members. 

 Resource Allocation: Ensure that resources are allocated and made available as 

needed to execute the plan. 

10. Monitoring and Controlling 

 Performance Metrics: Establish metrics and benchmarks to monitor progress 

against the plan. 

 Feedback Mechanism: Set up a feedback mechanism to identify any deviations 

from the plan and address them promptly. 

11. Reviewing and Revising the Plan 

 Continuous Improvement: Regularly review the plan and its implementation 

to identify areas for improvement. 

 Adaptation: Revise the plan as necessary to adapt to changes in the internal or 

external environment. 

12. Documentation and Communication 

 Communication Plan: Develop a communication plan to ensure that all 

stakeholders are informed about the plan, their roles, and the progress. 

 Documentation: Maintain thorough documentation of the planning process, 

decisions made, and changes implemented for future reference. 

Thus, these are the basic steps involves in the process of planning.  

 



 

 

FORMS / TYPES OF PLANNING 

Planning can take various forms depending on the context, objectives, and time 

frames. Here are some common forms of planning: 

1. Strategic Planning: 

o Long-term planning focusing on an organization's overall direction. 

o Involves setting goals, determining actions to achieve the goals, and 

mobilizing resources. 

o Examples: Business expansion, market entry, and product development. 

2. Tactical Planning: 

o Short-term planning that focuses on the implementation of specific 

aspects of the strategic plan. 

o Involves detailed plans on how to achieve the strategic objectives. 

o Examples: Marketing campaigns, departmental goals, and resource 

allocation. 

3. Operational Planning: 

o Day-to-day planning that ensures the tactical plans are implemented 

efficiently. 

o Focuses on routine tasks and activities. 

o Examples: Scheduling, budgeting, and production planning. 

4. Contingency Planning: 

o Planning for unexpected events or emergencies. 

o Involves identifying potential risks and creating action plans to mitigate 

their impact. 

o Examples: Disaster recovery plans, crisis management, and risk 

management. 

5. Project Planning: 

o Specific to projects, outlining the steps necessary to complete a project. 

o Includes defining objectives, timelines, resources, and responsibilities. 

o Examples: Construction projects, software development, and event 

planning. 



 

 

6. Financial Planning: 

o Focuses on managing an organization's financial resources. 

o Involves budgeting, forecasting, and investment planning. 

o Examples: Personal financial planning, corporate financial strategy, and 

governmental budget planning. 

7. Resource Planning: 

o Ensures that resources (human, financial, material) are efficiently 

allocated and utilized. 

o Involves inventory management, workforce planning, and capital 

allocation. 

o Examples: Human resource planning, inventory control, and asset 

management. 

8. Urban and Regional Planning: 

o Focuses on the development and organization of land use in urban and 

rural areas. 

o Involves zoning, infrastructure development, and community planning. 

o Examples: City planning, transportation planning, and environmental 

planning. 

9. Educational Planning: 

o Involves developing strategies to improve and manage educational 

systems. 

o Includes curriculum development, school management, and policy 

formulation. 

o Examples: School development plans, higher education policies, and e-

learning strategies. 

10. Environmental Planning: 

o Focuses on sustainable development and environmental conservation. 

o Involves assessing environmental impacts and developing strategies to 

mitigate them. 

o Examples: Environmental impact assessments, conservation strategies, 

and green infrastructure planning. 



 

 

Each form of planning requires a specific approach and methodology to address 

the unique challenges and opportunities within its scope.  

TECHNIQUES OR METHODS OF PLANNING: 

Various techniques and methods can be employed in planning to ensure that goals 

are met efficiently and effectively. Here are some commonly used planning techniques: 

1. SWOT Analysis: 

o Identifies strengths, weaknesses, opportunities, and threats related to a 

project or organization. 

o Helps in strategic planning by understanding internal and external factors. 

2. PEST Analysis: 

o Analysis political, economic, social, and technological factors that can 

affect an organization. 

o Helps in understanding the broader external environment. 

3. Balanced Scorecard: 

o A strategic planning and management system used to align business 

activities with the vision and strategy of the organization. 

o Measures performance from four perspectives: financial, customer, 

internal processes, and learning and growth. 

4. Scenario Planning: 

o Involves creating different future scenarios based on varying assumptions 

and uncertainties. 

o Helps in preparing for potential future events and developing flexible 

strategies. 

5. Delphi Technique: 

o A forecasting method that gathers and refines expert opinions through a 

series of questionnaires. 

o Helps in reaching a consensus on complex issues. 

 



 

 

6. Brainstorming: 

o A group creativity technique used to generate a large number of ideas for 

the solution of a problem. 

o Encourages free thinking and open discussion. 

7. Gantt Charts: 

o A visual tool used to plan and schedule projects by displaying tasks along 

a timeline. 

o Helps in tracking progress and managing project timelines. 

8. PERT (Program Evaluation and Review Technique): 

o A statistical tool used to analyse and represent the tasks involved in 

completing a project. 

o Helps in identifying the minimum time needed to complete a project by 

analysing the time required for each task. 

9. Critical Path Method (CPM): 

o A step-by-step project management technique that identifies critical and 

non-critical tasks. 

o Helps in determining the longest sequence of tasks that must be completed 

on time for the entire project to be completed on schedule. 

10. Six Sigma: 

o A data-driven approach used to improve processes by eliminating defects 

and reducing variability. 

o Involves defining, measuring, analysing, improving, and controlling 

processes (DMAIC). 

11. Kaizen: 

o A continuous improvement method focused on small, incremental 

changes to improve efficiency and quality. 

o Encourages employee involvement and systematic problem-solving. 

12. Benchmarking: 

o Comparing an organization's processes and performance metrics to 

industry best practices. 



 

 

o Helps in identifying areas for improvement and setting performance 

targets. 

13. Force Field Analysis: 

o Identifies and analyses the forces that support or hinder a change. 

o Helps in understanding the dynamics of change and developing strategies 

to strengthen driving forces or reduce restraining forces. 

14. Value Chain Analysis: 

o Analysis the activities that create value for a product or service. 

o Helps in identifying opportunities for increasing efficiency and 

competitive advantage. 

15. Mind Mapping: 

o A visual tool used to organize information, ideas, and concepts. 

o Helps in brainstorming, planning, and problem-solving by visually 

connecting related ideas. 

16. Root Cause Analysis: 

o A problem-solving method used to identify the underlying causes of an 

issue. 

o Helps in addressing the root cause rather than just the symptoms, leading 

to more effective solutions. 

Using these techniques, planners can systematically approach their tasks, make 

informed decisions, and achieve their objectives more effectively. 

Meaning of Decision-Making: 

Decision-making is the process of selecting the best course of action from 

multiple alternatives to achieve a desired outcome. It involves evaluating options, 

assessing risks and benefits, and choosing the most suitable path. Decision-making is a 

critical function in both personal and organizational contexts, guiding actions and 

shaping future outcomes. 

 



 

 

Process of Decision-Making: 

The decision-making process typically involves several steps, which can vary slightly 

depending on the context and complexity of the decision. Here is a general outline of 

the decision-making process: 

1. Identify the Problem or Opportunity: 

o Recognize and clearly define the issue that requires a decision. 

o Understand the nature and scope of the problem or opportunity. 

2. Gather Information: 

o Collect relevant data, facts, and insights necessary to understand the 

situation. 

o Identify the sources of information and ensure they are reliable and 

comprehensive. 

3. Identify Alternatives: 

o Generate a list of possible solutions or courses of action. 

o Consider all potential options, including unconventional or creative 

solutions. 

4. Evaluate Alternatives: 

o Assess the pros and cons of each alternative. 

o Consider criteria such as feasibility, risks, benefits, costs, and alignment 

with goals. 

o Use analytical tools and techniques, such as SWOT analysis, cost-benefit 

analysis, and decision trees, to aid evaluation. 

5. Choose the Best Alternative: 

o Select the option that best addresses the problem or opportunity. 

o Ensure the chosen alternative aligns with objectives, values, and available 

resources. 

6. Implement the Decision: 

o Develop an action plan to execute the chosen alternative. 

o Assign responsibilities, allocate resources, and establish timelines. 

o Communicate the decision to relevant stakeholders. 



 

 

7. Monitor and Evaluate: 

o Track the progress of the implementation. 

o Assess the outcomes and impact of the decision. 

o Make adjustments if necessary and learn from the experience to improve 

future decision-making. 

8. Review and Learn: 

o Reflect on the decision-making process and the results achieved. 

o Identify lessons learned and best practices. 

o Document insights to enhance future decision-making processes. 

TYPES OF DECISION-MAKING:  

 The types of decision making in an organization are as follows: 

1. Programmed and Non-Programmed Decisions: 

Programmed decisions are routine and repetitive in nature. These decisions deal with 

common and frequently occurring problems in an organization such as buying 

behaviour of consumers, sanctioning of different types of leave to employees, 

purchasing decisions, salary increment, etc.  

Non-programmed decisions are not routine or common in nature. These are related 

to exceptional situations in which guidelines or routine management is not set. For 

example, problems arising from a decline in market share, increasing competition in the 

business environment. The majority of the decisions taken by managers do fall in this 

non programmed category. 

2. Operational and Strategic Decisions: 

Operational decisions are just the normal functioning of the organization. These 

decisions do not require much time and take a shorter time as compared to other 

decisions taken. Ample of responsibilities are delegated to subordinates. The main 

decision is to create harmony in an organization and to see whether the management is 

proper or not.  



 

 

Strategic decisions include all present issues and problems. The main idea is to 

achieve better working conditions, better equipment, and efficient use of existing 

equipment, etc. These all fall under this category. Usually, strategic decisions are taken 

by top-level management. 

3. Organizational and Personal Decisions: 

If the decision is taken collectively keeping in mind the organizational goal, it is 

known as the organization goal, and if the manager takes any decision in the personal 

capacity (affecting his/her life). It is known as personal decisions. These decisions may 

sometimes affect the functioning of the organization as well. For example, if the 

employee has decided to leave the organization, it may affect the organization. The 

authority of taking personal decisions cannot be delegated and is dependent on the 

individual itself. 

4. Major and Minor Decisions: 

These are classified as the type of decision-making in management where decision-

related to purchase of new premises is a major decision. These are taken by top 

management whereas the purchase of stationery is a minor decision. Minor decisions 

can be taken by the superintendent. 

5. Individual and Group Decisions: 

When the decision is taken by an individual, it is categorized as an individual 

decision. Usually, routine decisions are taken by individuals within the policy 

framework of the organization. 

Group decisions are taken by a group of individuals in the form of a standing 

committee. Generally, important types of decisions in management are shifted to this 

committee. The main aim of a group decision is to involve the maximum number of 

individuals in the process of decision making. 

 



 

 

6. Tactical and Operational Decisions: 

Decisions that are pertaining to various policy matters in the organization are known 

as policy decisions. These are taken by top management and do have a long-term impact 

on the organization. For example, decisions regarding the location of the plant or 

volume of production. These are tactical decisions 

Operational decisions are all day-to-day decisions that need to be taken for the 

proper functioning and operation of the organization. These can be taken by middle or 

lower-level managers. For example, the Calculation of bonuses given to each individual 

is an operational decision and is performed by middle or lower-level managers.  

These were the types of managerial decisions that are performed by top, middle and 

lower-level management in the organization to get things done in alignment and to 

achieve the organizational goal effectively and efficiently.  

TECHNIQUES OF DECISION-MAKING:  

Decision-making techniques are methods or approaches used to analyse options 

and make choices in various situations. These techniques help structure the decision-

making process, ensuring that decisions are well-informed and rational. Here are some 

common decision-making techniques: 

1. SWOT Analysis 

Strengths, Weaknesses, Opportunities, and Threats (SWOT): This technique 

involves evaluating internal strengths and weaknesses, as well as external opportunities 

and threats, to make strategic decisions. 

2. Decision Matrix (Weighted Scoring Model) 

A decision matrix helps compare different options by listing criteria, assigning 

weights to each criterion based on importance, and scoring each option against these 

criteria. The option with the highest total score is usually chosen. 

 

 

 



 

 

3. Cost-Benefit Analysis 

This technique involves comparing the costs and benefits of each option. The 

decision is made based on which option provides the greatest net benefit (benefits minus 

costs). 

4. Pros and Cons List 

This simple technique involves listing the advantages (pros) and disadvantages 

(cons) of each option. The option with more pros and fewer cons is typically preferred. 

5. Pareto Analysis (80/20 Rule) 

Pareto Analysis identifies the most significant factors that will contribute to a 

decision by focusing on the 20% of causes that will produce 80% of the effects. It helps 

prioritize actions or decisions that will have the greatest impact. 

6. Six Thinking Hats 

Developed by Edward de Bono, this technique involves looking at a decision 

from six perspectives (hats): logical (white), emotional (red), negative (black), positive 

(yellow), creative (green), and process (blue). This holistic approach ensures a balanced 

decision. 

7. Force Field Analysis 

This technique identifies the forces driving and restraining a decision. By 

analysing these forces, one can understand the dynamics affecting the decision and work 

to strengthen positive forces or reduce negative ones. 

8. Delphi Technique 

A method used to reach a consensus among experts. The Delphi Technique 

involves rounds of questionnaires sent to experts, where their responses are aggregated 

and shared with the group until a common decision is reached.  

9. Brainstorming 

Brainstorming involves generating as many ideas as possible in a group setting, 

without initially evaluating them. After the idea generation phase, the group evaluates 

and selects the best option. 

 

 

 



 

 

10. Multi-Criteria Decision Analysis (MCDA) 

MCDA is used when decisions involve multiple criteria. This technique helps 

decision-makers evaluate and prioritize options based on various criteria, often using 

tools like decision matrices or software to handle complex calculations. 

11. Analytical Hierarchy Process (AHP) 

AHP is a structured technique that breaks down complex decisions into a 

hierarchy of sub-decisions. Decision-makers compare options pairwise in terms of their 

impact on criteria and then synthesize these comparisons to determine the best option. 

12. Nominal Group Technique (NGT) 

NGT is a group decision-making process where members generate ideas 

independently and then share them in a structured way. After discussing, each member 

ranks the ideas, and the one with the highest aggregate ranking is chosen. 

13. Scenario Analysis 

This technique involves envisioning different future scenarios and analysing 

how each scenario might impact the decision. It helps prepare for uncertainty by 

considering various possible outcomes. 

14. Game Theory 

Game theory involves analysing situations where multiple decision-makers 

interact. It is used to predict the actions of others and make decisions that optimize 

outcomes in competitive situations. 

15. Risk Analysis 

This technique involves identifying and assessing potential risks associated with 

each decision. Decision-makers evaluate the probability and impact of risks to choose 

an option with acceptable levels of risk. 

16. Root Cause Analysis (RCA) 

RCA is used to identify the underlying causes of a problem. By addressing the 

root causes, decision-makers can make more effective decisions that prevent issues 

from recurring. 

 

 

 



 

 

17. Heuristic Methods 

Heuristics are mental shortcuts or rules of thumb used to make decisions quickly. 

While not always optimal, they are useful in situations requiring fast decisions with 

limited information. 

These techniques can be used individually or in combination, depending on the 

complexity of the decision and the context in which it is made. 

Objectives of Decision-Making: 

1. Achieving Organizational Goals: 

o The primary objective of decision-making is to help the organization achieve its 

goals and objectives. This includes both short-term targets and long-term 

aspirations. 

2. Maximizing Efficiency and Effectiveness: 

o Decisions are made to optimize the use of resources and processes, ensuring 

that the organization operates efficiently and achieves the best possible 

outcomes with the least waste. 

3. Enhancing Problem-Solving Capabilities: 

o Decision-making aims to equip individuals and organizations with the tools and 

processes needed to identify, analyze, and solve problems effectively.  

4. Balancing Risks and Rewards: 

o An objective of decision-making is to weigh the potential risks and rewards of 

various options, choosing the one that offers the best balance between potential 

gains and acceptable risks. 

5. Promoting Adaptability and Flexibility: 

o Decision-making seeks to enhance an organization's ability to adapt to changes 

and uncertainties in the environment. This includes making decisions that allow 

for flexibility in response to new opportunities or threats. 

6. Ensuring Fairness and Equity: 

o Especially in group or organizational contexts, decision-making should aim to 

be fair and equitable, considering the interests of all stakeholders and avoiding 

bias or favouritism.  

 



 

 

7. Facilitating Communication and Coordination: 

o Decision-making often involves multiple stakeholders. One objective is to 

improve communication and coordination among these stakeholders, ensuring 

that everyone is aligned and working toward the same goals. 

8. Encouraging Innovation and Creativity: 

o Another objective of decision-making is to foster an environment where 

innovation and creativity are encouraged, allowing the organization to explore 

new ideas and approaches. 

9. Improving Stakeholder Satisfaction: 

o Decision-making should aim to satisfy the needs and expectations of 

stakeholders, including customers, employees, shareholders, and the 

community, by making choices that align with their interests. 

10. Ensuring Ethical and Social Responsibility: 

o Decisions should be guided by ethical considerations and social responsibility. 

This objective ensures that the organization acts in a manner that is morally 

sound and beneficial to society. 

In summary, decision-making is vital for the functioning and success of individuals and 

organizations. It shapes the direction, efficiency, adaptability, and sustainability of efforts, 

while also striving to meet diverse objectives that contribute to overall well-being and 

achievement.  

__________________________________________________________________  

 

 


