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SIGNIFICANCE AND DIFFERENCES OF MARKETING
AND SALES CONTROLLING

Havliéek, K., Breckové, P

Small- and medium-sized companies usually perceive controlling in connection with financial management. However,
this is a serious mistake, which may have very unpleasant consequences for businesses. Such consequences are
usually connected with a failure to achieve operational and strategic aims in the area of sales, production, innovation
or marketing. For companies, a failure of marketing and sales controlling means that achieving the aims in the area of
customer relations management is threatened, which subsequently results in the company’s sales not being fulfilled.
This may result in a failure of the corporate strategy in the medium-term, which tends to be followed by a failure of
sales and a threat to liquidity. Absence of marketing and sales controlling is usually the most frequent cause of a crisis.
Therefore, the aim of the article is to describe the main areas of marketing and sales controlling and its relation to risk

management.
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Introduction

The changes of the last twenty years are connected
with the development of third world countries and the
following globalization as well as with the development
of information technologies and with the impacts of the
recent global economic crisis; they have all made busi-
nesses — including the small- and medium-sized ones —
take up management (Veber, Srpova, 2005) on the basis
of the so-called Business Process Management.! Until the
global crisis, management of small- and medium-sized
companies® was especially perceived as a system of

1 One of the authors, Karel Havli¢ek, has been interested in
Business Process Management for many years. In a publica-
tion titled Uloha manaZerii v iizeni podhnikii, Eupress, Prague,
2009, he described process planning and its link to planning
an targeting activities. In a specialized monograph titled
Management & Controlling malé a stiedni firmy, Eupress,
Prague, 2011 he systematically focussed on the link between
plans, controlling and risk management (he is the author
of the so-called M-C model). He approaches controlling as
an interdisciplinary management activity going through all
departments and based on management accounting.

2 According to the European Union’s definition, a small- and
a medium-sized company is a business having fewer than
250 employees, realizing turnover lower than EUR 50
million and having a balance lower than EUR 43 million in
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management of plans, goals, visions and missions, being
based on surveys and analyses. However, the absence
of consistent controlling and system risk management
(Sieber, Hnilica, 2011) made itself felt fully at the time
of the sharp market decline. Companies responded to
the shortening periods between success stages and crises
by applying a model based on strategic and operational
planning (Havli¢ek, Schlossberger, 2013), controlling
arising out of management accounting (Kral et al., 2010)
and proposing measures in the form of risk management.
The main difference is that the task of controlling no
longer lies in mere monitoring of the situation, but in
searching for measures and management of the compa-
ny’s future condition. We can already clearly see the
difference between classical auditing, which is based
on evaluation of past results, and modern controlling,
which creates future scenarios of development and is
consistently strict in eliminating deviations caused by
not achieving goals. Speaking of goals, what we have

the balance sheet. Both authors are long-term members of the
Board of Directors of Association of Small and Medium En-
terprises of Czech Republic. They are co-researchers on 22
surveys, in which participated more than 10,000 companies.
The article, therefore, is also based on the research sources of
the Association of SMEs.
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in mind are operational and strategic goals across all
the company’s departments. Thus controlling cannot be
simplified just to financial activities; it comprises evalua-
tion of future deviations and proposals of measures in the
area of marketing, sales, innovation, finance, quality or
production. This article aims to demonstrate the neces-
sity of marketing and sales controlling, as a necessary
part of the business management process of SMEs. We
use here both qualitative methods (which are especially
common in the area of strategic controlling) and quan-
titative ones (connected with operational controlling).
Deviations are usually expressed on the basis of finan-
cial indicators based on management accounting, which
are the Profit and Loss Statement, Cash Flow Report and
Balance Sheet. Thus, it is necessary to not only control
preparation of plans and achieving them in every depart-
ment of the company, but it is also necessary to pursue
consistent controlling. The marketing and sales depart-
ments are usually parts of a single department in smaller
companies (Kasik, Havlicek, 2009). However, in this
article, I will speak of them as of separated, however,
very related activities based on decisive company plans,
especially the marketing plan and the sales plan.

1. Marketing Controlling

Controlling activities in marketing departments are based
on permanent monitoring and on evaluation of future
deviations arising out of the marketing plan.> However,
underestimating them threatens the company’s exis-
tence in a serious way because discovery of unrealistic
or endangered marketing goals tends to have an impact
on the company’s long-term existence (Havli¢ek, 2011).
Marketing failure has an immediate impact on sales
plans and planning of production capacity, and can lead
to budget failures and loss of the company’s reputation.
What is especially tricky is the fact that the failure of
marketing goals is not obvious immediately but with
a certain delay.

1.1 Far Environment Controlling

Controlling should be able to continuously monitor
and evaluate the sociological, macroeconomic, tech-
nological, environmental and political factors (Kasik,
Havlicek, 2009). This is the key influence of the exter-
nal environment, which if underestimated or incorrectly
estimated, can have fatal consequences on the long-

3 A marketing plan includes a number of marketing goals.
We often apply SMART methodology to determine them
(specific, measurable, acceptable, realistic and termined
objectives).

term functioning of companies. The significance of the
far environment controlling increases according to the
distance of the export territories or their number. Compa-
nies that export to dozens of international destinations
must continually monitor individual far environment
factors, because in some markets, the far environment
changes occur within a few days, which usually leads
not only to discontinuation of further sales, but also to
a threat to our receivables and, in exceptional cases, also
to people in these countries (Havlicek, 2011).

1.2 Near Environment Controlling

A qualified analysis of customers, suppliers, compet-
itors, substitutes and potential competitors (Kasik,
Havlicek, 2009) is the basis for any activity of a busi-
ness. Controlling should strongly require that the market-
ing department updates the far environment research on
a regular basis. It usually really happens in the case of
customers, partly when monitoring competitors, too. On
the contrary, purchase marketing and searching for alter-
natives tends to be underestimated. It is also necessary to
monitor and evaluate the impact of an entry of a poten-
tial competitor who does not operate in the vicinity of
the business at the moment, but there is a danger that this
may happen soon (it is typical of foreign sales chains).

1.3 Internal Environment Controlling

SWOT analysis of the products (Kotler, Armstrong,
2004) and the position of the company or sales and
marketing department also have an irreplaceable role in
marketing planning. While the strong points are the basis
for ambitious management of companies and products,
the weak points are the main indicator for creation of risk
management. Controlling must continually assess the
strong and weak points and monitor continuous changes.
We are in an extremely dynamic environment and
yesterday‘s success may become a threat due to external
circumstances and internal conditions of the business.
Elimination of the following risks lies in systematic and
continuous updating of the SWOT factors and in their
immediate implementation into the operational and stra-
tegic company plans. This may also bring about a change
to the overall management conception of the business, its
departments or processes.

1.4 Life Cycle Controlling

There has been a substantial change in comparison with
the past. While previously controlling focused mainly on
the quantity of products and total sales volume, because
of hypercompetition (Kasik, Havli¢ek, 2009), it is more
important to estimate the time within which to introduce,
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offer and sell the product. Pressure from competitors
reduces lifecycles and therefore estimated product life
in all its life stages is crucial for the company. Compa-
nies that constantly innovate and offer hundreds of new
products (typically in the area of electronics, the food
industry, pharmaceuticals, cosmetics, etc.) know that
controlling of life cycles is not just a theory. Correctly
estimating the lifetime of the product in its various stages
is crucial for timing the introduction of new products. To
achieve this, it is necessary to continuously evaluate the
far environment and near environment factors (Kasik,
Havli¢ek, 2009). It is also important to recognize what
form, and in particular when, we will extend the life of
the product if we do not terminate the sale.

1.5 Pricing Controlling

For controlling of pricing policies, it is essential to under-
stand pricing which must be based on the company’s
market position and on the impacts of the so-called inter-
nal and external factors (Havli¢ek, 2011). The long-term
concept of pricing must be based both on real fixed and
variable costs (Kral, 2010), and on customer expecta-
tions and competitor prices (Havli¢ek, 2012). The bigger
the market share, the more decisive the internal factors.
Small companies are forced to set prices based on exter-
nal factors and they must adapt the internal factors to
market requirements.

Another important moment is to define correct pricing
policies, which means to differentiate them according to
the quality and according to whether we offer products
on the basis of our continuous offer or if we enter the
market with completely new products (Kasik, Havlicek,

Figure 1: Factors having an impact on pricing

INTERNAL FACTORS

Fixed and variable
costs of the company

PRICE

)

Profit requirements

Source: Kasik and Havlic¢ek (2009).
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2009). In this case, controlling is strongly interconnected
with market research, which is suitable to be so-called
paired up, which means not relying on a single survey
only, based on primary data for example, but to complete
it with alternative research, based on secondary data for
example (Kotler, Armstrong, 2004).

1.6 Segmentation Controlling

Small- and medium-sized companies often have a prob-
lem with specific, precise and especially effective
targeting on those segments that bring them real effects
expressed in expected income. Small companies do not
have the ability to operate across all customer segments,
nor is it possible to work with segments or customers
who bring only reputation rather than a real financial
effect on a long-term basis. Big companies can afford
to control long-term relationships with loss-makers, for
example to maintain the market share or the reputation
of the whole corporation. Smaller companies cannot
afford to pursue this strategy. The task of controlling is
to continuously evaluate the effectiveness of delivery to
specific groups of customers and highlight inefficiencies
of some segments (Havlicek, 2011).

1.7 Product Controlling

The significance of product controlling becomes espe-
cially evident in production companies. A properly
prepared product mix that meets the demands of custom-
ers, capacity and technological possibilities of the manu-
facturer, financial opportunities associated with manag-
ing the logistics warehouse and finally the parameters
associated with timely delivery to worldwide destina-

EXTERNAL FACTORS

Prices of competitors

Customer expectations
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tions and purchasing capabilities, is one of the biggest
challenges and management skills of production compa-
nies. Controlling has to continuously assess the effec-
tiveness of the product lines offered with regard to pric-
ing policies, quality management and costs associated
with ensuring a comprehensive offer of the product lines
(Havlicek, 2011). It is essential that all impacts associ-
ated with the product lines offered, including the options
of reduction or extension of the number of products, are
properly evaluated, both at the level of performance and
at the level of liquidity and, ultimately, financial balance
sheets (with respect to inventory and their coverage).

1.8 Distribution Controlling

As in previous cases, there may be a conflict between
a purely financial view monitoring the financial health
of our company and marketing, whose task is obviously
to create an optimal service for customers. It is neces-
sary to very carefully estimate the mix of the so-called
direct and indirect distribution (Kasik, Havlicek, 2009).
Controlling should include an overview of potential
conflicts and the methods of dealing with them within
the individual distribution channels or particular custom-
ers, especially with regard to the effectiveness of indi-
vidual customers or segments (Havlicek, 2011). Its task
is to continuously assess the impact of market changes
on specific customers and to compare these threats and
opportunities with sales, financial and production plans.

1.9 Communication Controlling

Communications is one of the most sensitive situations
within internal company discussions. Controlling must
continuously evaluate the effectiveness of the compa-
ny’s communication activities. The first step is an opti-
mum setting of the budget items of the so-called commu-
nication mix (Kotler, Armstrong, 2004), whereas the key
to identifying the right mix of options is to look at the
communication recipient, i.e. a target group of those
who receive the message. One of the biggest mistakes of
communication campaigns in small and medium compa-
nies is a lack of understanding of the target group of
customers and therefore incorrect targeting.

The controlling manager must know the purpose of the
communication, if it is a product campaign or an image
one and, consequently, he or she must together with the
marketing staff evaluate its success over time. Campaigns
to promote products and sales can be interpreted rela-
tively well using an increase in turnover, added value
and comparing the total input cost of the campaign. On
the contrary, image activities are very difficult to eval-
uate because it must be objectively demonstrated how

awareness of the brand or company increased, how
communication affected stakeholders or shareholders
(Roubal, 2010) and what the ultimate effect is or was.
For the above reasons, it is appropriate to distinguish the
communication costs at least according to the communi-
cation mix items and compare these costs with the effect
on the target group of recipients.

2. Sales Controlling

As in marketing, sales controlling is also directly
linked to the business environment and without thor-
ough research of the environment, it is not possible to
carry out controlling in an objective way. Compared to
marketing, sales controlling is implemented more on an
operational level as noncompliance with sales targets
immediately leads to breakdowns of financial budgets,
which consequently results in deficit income and prob-
lems with financial liquidity of the company. Sales
controlling is based on a sales plan (Havli¢ek, Roubal,
2013), which includes countable sales goals. Reporting
of deviations is linked to financial indicators; controlling
must be capable of a very convincing description of the
impact on financial results.

2.1 Controlling of Decisive Markets and Key
Customers

This is connected with marketing activities; however,
management of each decisive market must be expressed
by means of anticipated sales turnover in the end. Ideally,
the sales manager should be able to present the territo-
ries or customers on which the company will sell 80%
of its long-term plans. Based on the presented analysis
supported by market research (Kotler, Armstrong, 2004),
controlling should regularly monitor whether there are
any major breakdowns of a macro or micro nature on
the markets or with the customers where high perfor-
mance is anticipated. Early discussions and measures
concerning markets under threat can save the company
many funds, not even mentioning the necessity to start
activities in other, often non-traditional markets or to
start decreasing the company costs. Further, the role of
controlling is based on permanent monitoring of import-
ant clients, both in terms of their performance, but also in
terms of indicating any potential problems and looking
for an alternative in good time.

2.2 Controlling of Sales Plans Pairing Up

The role of controlling in process sales is to create an
opponent to sales goals and to monitor meeting of the
targets on a regular basis as well as to evaluate their poten-
tial impacts on the company’s finances and economics,
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and to propose measures (Havlicek, 2011). This can be
achieved by a system known as pairing up (application
of four or six pairs of eyes). The logic of preparing plans
by products, customers and territories (Havlicek, 2011) is
based on this requirement. It is not necessary to prepare
a sales plan by all stated parameters; however, it is good
to divide the plan into two categories and to crosscheck
results and expected sales. It is good for management of
expected sales (forecasts) and this will help us make sales-
people think about a plan based on products (supported
by research of trends for individual products), and based
on customers (supported by communication with key
clients). For example, if we plan by product groups, we
find it difficult to plan and state expectations by customer
groups, and it means that we might have a good market
prognosis overall, but it is more difficult for us to work
with sales prognoses for specific customer groups. There
is probably a lack of efficient communication between us
and the customer, which might actually mean a loss of the
customer over a period of time. It is important to respond
and search for remedial measures.

The main indicator of a sales plan in the case of small-
and medium-sized companies is turnover. This indica-
tor is usually given in a unified measureable currency
- in CZK, EUR or other currencies. Data on units of
measurement may also be a part of the sales plan; they
are significant but not decisive. It may be a big mistake
if some businesses use units of measurement as the main
indicator of the sales plan, e.g. numbers of pieces sold,
square meters, tons, etc. (Havlicek, 2011). Thus, their
check is made difficult as the unit of measurement may
change its value during a short period of time, and thus
we cannot measure immediate efficiency.

Controlling of Forecasts

We carry-out forecasts every month, always for 3-6
months in advance (Havli¢ek, 2011). It is not unusual
that companies continuously forecast their annual antic-
ipated sales results even if it is only February, for exam-
ple. In this case, the forecast covers ten months; however,
it is important in order to view the results of the entire
company enough in advance and, also because if the
prospects are poor, with early revision, there is still the
possibility to take corrective action. We evaluate fore-
casts according to one of the below-mentioned options
(Havlicek, 2011):
® Regular forecasts do not differ from the budget — this
means that we have planned very correctly; however,
even here it is necessary to compare sales results and
financial results. If we trade in one currency and follow
the budget discipline (cost management), we should
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meet our economic results. However, for companies
trading in foreign currencies or for companies with
a high level of variable cost, meeting of the sales plan
might not correlate with the economic results.

® Forecasts are higher than the budget — this means that
our performance will probably be higher than budge-
ted for, which can bring many positives, but it is also
necessary to perceive possible negatives. There might
be a lack of human resources, production, technology
and material resources in the business. In addition,
sales receivables can increase due to a higher volume
of sales which will require replenishing foreign resour-
ces to cover operational capital and which in terms
of guarantees does not have to happen immediately.
What’s more, there might be more receivables after
the due date, which further complicates replenishing
foreign resources from banks.

® Regular forecasts are lower than the budget — this is
undoubtedly a negative piece of information, which
affects the budgeted results, and sometimes the exis-
tence of the entire enterprise. Timely indication of this
situation several months in advance is twice as impor-
tant as it is essential to start implementing immediate
measures. These might include a request for reple-
nishing foreign resources, which for the banks might
be a matter of several weeks or even months. These
can also be drastic cost savings, among other redun-
dancies; this is again a matter of several months (noti-
ces plus severance pays). The company has several
months to sell off remaining investment assets and to
secure necessary cash; otherwise it is necessary to take
restructuralization steps (Havlicek, 2011).

2.4 Controlling of Sales Receivables

In terms of controlling, it is essential to always compare
Average Collection Period and Creditors Payment Period
(activity indicators) in order to optimize Cash Flow. It
should be true that Average Collection Period < Credi-
tors Payment Period (Havlicek, 2011):

receivables liabilitie s

annual sales/360  annual sales/360

Sales receivables management must not only be limited
to collecting them. Checking the condition of a sales
receivable, making a statement concerning its condi-
tion and a proposal how to collect the amount is only
the last stage of the receivables management. Sales
receivables management includes three main stages
(Havlicek, 2011):
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Figure 2: Stages of sales receivables management comparing to sales development

Selection of Regular Payment
customers sales problems
Sales Maturity
4 Growth
Sales
Start Decline
of
Sales deliveries

Source: Havlicek (2011).

1st Stage — selection of customers

Management of a trade receivable starts as early as at
the moment of first contact with the customer, when
we try to learn about the client’s business environment,
its corporate culture, its reputation and that of its part-
ners and interested parties. At this stage of customer
cooperation, salespeople recommend a sales credit (the
maximum amount of finance allocated for the customer,
this is in fact a credit limit) and the maturity (the period
within which the customer shall pay its invoices); at the
same time, salespeople help propose ways of securing
provided credits (insuring receivables, securing receiv-
ables by customer’s bank, bills of exchange, letters of
credit, or other guarantees).

2nd stage — active trade with the client

It is very important to monitor any potential changes in
the client’s behavior which might indicate any future
financial problems. We monitor the client’s development
and evaluate whether it is not too rapid (rushed invest-
ment is often the cause of failure of small businesses);
we monitor whether or not the staff are getting nervous
about the situation in their company, if the customer does
not have problems with payments to other suppliers or
state authorities, banks, etc. We monitor whether there
are redundancies, whether branches are being shut down,
or if there are any disputes between business partners.
If possible it is also good to monitor the personal life of
the owners. A typical example of complications can be

»
>

e |

family problems, ostentatious behavior, and other busi-
ness activities of the owners.

3rd stage — clients with payment problems

It is important that it is salespeople who start to act by
either calling or sending an e-mail to the customer to
make the payment, or by meeting the client in person
and trying to establish the reasons of the client’s inability
to pay. The salesperson may find out it is only a short-
term problem; in such a case, a vigorous solution by the
financial department may bring more harm than benefit.
However, the company’s controlling department must
determine when it is no longer viable for the salesperson
to deal with the situation, and when it is necessary to use
other measures, for example to take legal steps.

2.5 Currency Risk Controlling

This is an activity on the borderline of sales and financial
controlling. Regarding the fact that sales departments
significantly influence sales in foreign currencies, it is
necessary to perceive controlling from the sales point of
view, too. Risks arising out of the time shift of the collec-
tion in various currencies can be eliminated using two
possible methods (Havli¢ek, 2011):

Natural Currency Pairing Up

We try to optimize the flows in various currencies so that
the payments that our business has to make are paired up
with the collection in identical currencies. It is basically
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important that the sales or purchase departments agree
with our suppliers or customers upon such a mixture
of currencies that can eliminate the risk of subsequent
conversions. In fact, this is not realistic as small- and
medium-sized companies usually do not have such nego-
tiation abilities to be able to make their business part-
ners deliver or purchase goods in the currency that we
define. However, it is the first, very natural and cheapest
step leading to a decrease of the exchange rate risk. This
procedure is sometimes called natural hedging.

Financial Tools

The most frequent securing of the exchange rate risk is
carried out on the basis of cooperation with a specialized
provider of financial services securing the exchange rate
risk. For a small- or a medium-sized company, this is
usually its financing bank. Exchange rate risk manage-
ment may be done in the many ways (currency forwards,
foreign exchange swaps, currency options, etc.).

Conclusion

It is obvious that if small- and medium-sized companies
do not approach controlling activities in an active way, it
may be a serious threat to their efficiency and existence.
At the same time, it is necessary for controlling to be
managed across the company’s departments and that it is
not perceived to be only a financial activity. Not achieving
marketing and sales goals is an immediate threat to the
stability of businesses and is associated with permanent
monitoring, evaluation and identification of future solu-
tions arising out of marketing and sales plans. A failure of
customer relations management is the first step to losing
long-term market positions in a hyper-competitive envi-
ronment. Therefore, it is necessary to continuously moni-
tor marketing goals and to search for alternative solutions
in good time. If the sales goals fail, this usually results
in an immediate decrease in sales, which has an immedi-
ate impact on the economic results and cash flow. This is
followed by an unhealthy structure of the balance sheet,
which is usually a signal for creditors that their receiv-
ables are threatened; financing may be reduced or stopped
completely. While marketing controlling is mainly based
on qualitative ratios, sales controlling is more focused
on quantitative indicators. In small- and medium-sized
companies, marketing and sales activities are often inte-
grated into one department, but it is necessary to evaluate
and compare the objectives of both the sales process and
tactical marketing. Marketing and sales controlling are
among the basic elements of the business management
process and are followed by the direct financial, innova-
tion or production activities of the company.
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