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This eBook outlines how consumer products companies investment allocation, and supply alignment. Along the

can transform the Annual Operating Plan (AOP) from way, this eBook highlights how leading organizations

a static, time-bound exercise into a continuous, data- use Al, scenario modeling, and real-time performance
driven growth system. It explores the limitations of insights to improve accuracy, accelerate decisions, and
traditional planning approaches, including fragmented dynamically reallocate resources.

data, misaligned incentives, and slow decision-making, o o
Competitive advantage no longer comes from building
and introduces a modern framework built on connected ) _
the perfect annual plan, but from continuously adapting
planning, advanced analytics, and closed-loop _ o )
it. By aligning teams around shared data, embedding

optimization. . . . _ . . . .

intelligence into decision-making, and increasing planning
Learn about each stage of the AOP process, from pre- agility, organizations can drive more profitable and
planning and demand forecasting to account planning, resilient growth.
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Why the Annual Operating Plan
Process Needs a Reset

For most consumer products companies, the Annual Operating Plan
(AOP) is one of the most resource-intensive processes of the year. It's
also one of the least adaptable processes once finalized.

Diverse teams spend months aligning targets, negotiating budgets,
and locking in assumptions. Yet within a quarter, those assumptions
are often outdated. Market volatility, retailer dynamics, and shifting

consumer demand quickly expose the limitations of static planning.

The issue is not the AOP itself. Its limitations are threaded throughout
the execution process.

Modern consumer products leaders are rethinking annual operating
planning as a continuous, connected, and increasingly intelligent
system, one that links planning, execution, and optimization in a closed
loop. Instead of treating planning as an annual milestone, forward-
thinking leaders treat it as an always-on capability that continuously
reallocates resources toward the highest-return opportunities.
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What is the AOP Process, and What
Should it Be?

The AOP process defines how an organization translates strategy
into financial and operational plans. Traditionally, it includes revenue
and volume targets, profit and margin expectations, budget allocation
across functions, and sales and customer-level plans. But traditional
annual planning can falter, often because it's disconnected, static, and
slow to respond.

Leading organizations expand on the best components of traditional
planning approaches to incorporate technological capabilities and
modern business challenges. The expanded process helps achieve
stronger connectivity and continuous improvement.

The modern annual operating plan is:

Q A connected planning system spanning finance, sales,
marketing, and supply chain

Q A living model that updates continuously with performance data

0 A decision engine powered by Al and scenario simulation

Connected data offers a single source of truth. Connected workflows
facilitate cross-functional alignment. Together these help formulate
connected decisions driven by real-time impact visibility.
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Even with these benefits, challenges remain. Among
the most persistent in AOP development is striking the
right balance:

Plans that are too aggressive create risk and
internal misalignment.

Plans that are too conservative leave growth
unrealized.

The most effective plans anchor ambition in granular,
data-backed reality, requiring scenario modeling across
best-case, expected, and downside outcomes as well
as examining promotion-level and customer-level
profitability. Alignment between financial targets and
execution capacity is essential.

Example: A $2B beverage manufacturer
models three pricing strategies across its top
10 retailers. Instead of committing early, it

monitors early-quarter elasticity signals and

dynamically shifts investment toward the
scenario outperforming expectations.



Establishing a Framework for
Strategic Decision-Making and
Resource Allocation

A successful AOP often depends on how well objectives cascade

from the top. Enterprise objectives include revenue growth, volume
expansion, and profit and operating margin targets. These plus market
share gains must cascade down to portfolio-level growth expectations,
regional sales targets, customer-specific plans, and SKU-level priorities
to align enterprise priorities with operational imperatives.

In a connected environment, where all levels of the organization
operate from a unified data model, the annual operating process
benefits from:

Real-time alignment across all departments

@ Immediate visibility into trade-offs

EJ
@.ﬂ Automated flagging of deviations

S

This changes planning behavior. Instead of discovering misalignment
late in the cycle, to the possible effects of overinvestment in low-margin
products or underfunding in high-growth opportunities, teams see the
financial impact of decisions as they are made.
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Who OWHS the Each function experiences the annual operating process differently:
AOP? Determining

o g Finance:
Govern d nce’ DeC|S|O n @ Ensures profitability and investment discipline

Rights, and Incentives

The annual operating process is inherently
cross-functional with clear decision

authority responsibilities. Sales:

Translates targets into executable account plans

Primary stakeholders include:

Executive Leadership: Sets strategic
direction and financial targets

ﬁ@/\ Marketing:
Finance: Owns financial integrity and nnDDH Aligns brand strategy with commercial priorities
consolidation

Sales and Commercial Teams: Develops
account plans and revenue strategies

Supply Chain:
b Balances demand variability with operational efficiency
Marketing: Allocates brand and
promotional investments

With roles and responsibilities established, organizations can further
refine ownership by planning stage and escalation paths. These steps
create shared accountability for outcomes, establish common metrics,
and build unity of purpose.

Supply Chain and Operations: Ensures
feasibility and fulfillment
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The Hidden Constraint of
Misaligned Incentives

Many AOP breakdowns stem from misaligned key performance
indicators (KPIs) across functions:

Sales overcommitting volume to secure internal
approval and hit top-line targets

Finance constraining investment to protect margins
and ensure financial discipline

Marketing prioritizing brand reach and awareness,
:.nl:lﬂl:l sometimes at the expense of near-term profitability

Individually, these behaviors may seem rational. Collectively, they
create friction, rework, and late-stage misalignment.

Example: A sales team may push aggressive
promotional volume to meet revenue targets, while
finance later flags margin erosion, forcing late-stage
plan revisions.

Connected planning helps resolve common tensions by aligning all
functions into a shared view of performance and profitability. Modern
AOP design aligns incentives to profitable growth, supported by
shared metrics and transparent data.

°
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Pre-Planning and the Data Foundation

Best-in-class organizations begin the annual operating process 4-6 months before the start of the fiscal year. Structured pre-
planning can begin even earlier. This phase sets the foundation for everything that follows.

Pre-planning is more than a data-gathering exercise. It’s a critical alignment phase where teams establish a shared
understanding of past performance, current realities, and future constraints to begin discussions from a common baseline.

Annual Planning Timeline

d) = @ = (i

June: Pre-planning process August: Start annual planning January: Start of fiscal year

Pre-planning requires teams to coordinate around:

Historical performance and variance analysis: Demand forecast accuracy: Evaluating how
Understanding what drove results relative to prior closely prior forecasts aligned with actuals
plans, including both successes and shortfalls to improve future planning assumptions
Promotion effectiveness and ROI: Identifying which Supply constraints and risks: Identifying
trade activities delivered incremental value and which operational limitations that could impact
underperformed execution in the upcoming year

Customer and channel profitability: Assessing where
margin is created or eroded across the business

Investing in pre-planning activities helps organizations avoid working on false assumptions and centrally distributes knowledge and
information. In more advanced environments, this accelerates the pre-planning process and enables more sophisticated analysis.
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Data an d SySte m Ch 3 | | en g es Connected planning establishes a single,

governed data model, enabling:
Equally important as alignment to the pre-planning process is data quality.

Many organizations face challenges or bottlenecks including:

. ) ) = Faster planning cycles
Compartmentalized data siloed across disparate systems E‘G P ng ¢y

Misaligned incentives between teams

; . : : :
Limited visibility into trade spend effectiveness @ Higher confidence in assumptions

Manual or spreadsheet-driven workflows

ii Scalable Al models trained on
Late-state surprises in demand or supply complete datasets

System fragmentation introduces delays and conflicting numbers that
must be reconciled or otherwise connected, including:

Example: Instead of reconciling trade
Enterprise resource planning, ERP (financials) spend manually across systems,

a unified model allows finance

and sales to work from the same
promotion-level profitability view in
real time.

®)

d:‘—@ Trade promotion management, TPM (trade spend)

Customer relationship management, CRM (customer data)

DIOJIC

Spreadsheets (everything else)
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Checkpoint Cadence

A modern annual operating plan doesn’t end at approval. Leading organizations establish a proactive rhythm of
performance evaluation that connects planning assumptions directly to in-market results.

Use a structured checkpoint cadence to facilitate early course correction instead of postmortem analysis, including:

Monthly performance reviews:
Evaluating actuals vs plan across revenue, volume,
and margin, with visibility into key drivers of variance

Quarterly reforecasting:
Adjunct projections based on updated demand
signals, market conditions, and operational realities

Promotion-level ROI tracking:
Continuously assesses the effectiveness of trade investments
and reallocate spend toward higher-performing activities

Exception-based alerts for underperformance:
Use automated triggers to flag deviations in near real
time, enabling faster intervention

Each checkpoint should be supported by timely data, clear ownership, and predefined decision pathways to accelerate
response times and reduce organizational friction.

This approach shifts annual planning from a static exercise to a continuously optimized system. Just as importantly, it creates a
feedback loop where insights from execution continuously inform future decisions, reinforcing a closed-loop planning model.

Vistex
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Scenario Planning as a Core Discipline

Scenario planning is often treated as a one-time exercise. Whether due to lack
of imagination, overconfidence, or simple avoidance, failure to pressure-test
myriad likely scenarios across multiple stages means teams may miss critical
opportunities.

Conversely, leading organizations operationalize scenario planning, including:

Base, upside, and downside ) ) )
0 P 0 Supply disruption scenarios

demand
Promotion performance Customer-specific
variability negotiation outcomes

Here, Al enables multi-variable simulation at scale, allowing teams to evaluate
hundreds of scenarios simultaneously.

Example: A snacks manufacturer simulates shifting 10%
of trade spend from underperforming accounts to high-
growth regional chains, instantly modeling revenue lift
and margin impact.
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Building the Top Line Demand Plan

The demand plan is the foundation of annual operating plan accuracy
for consumer products companies.
Demand planning combines:

° Baseline Demand: Expected sales without promotions

° Promotional Lift: Impact of trade promotions and marketing

° Innovation Impact: New product introductions

Advanced organizations enhance the demand plan with:
° Predictive Analytics: Machine learning forecasting, causal modeling
° External Signal Integration: Market trends, retailer data
° Continuous forecast refinement

The key shift among advanced organizations: forecasts continuously
learn and adapt, reflecting how demand actually materializes.

Example: If a promotion underperforms in Q1, the
model automatically recalibrates expected lift for
similar events in Q2, reducing repeat mistakes.

yright 2026 Vistex, Inc. All rights reserved 13



Cascading the Plan from Portfolio
to Customer

Turning strategy into execution requires structured execution and
tactics across multiple levels:

Portfolio Level
¢ Category growth targets

© Product mix optimization

© Innovation pipelines

Regional Level
© Market-specific demand drivers

O

S ¢ Channel strategies

Customer Level
.O * Joint business plans
I:":I ¢ Promotion schedules

¢ Assortment and pricing strategies

This cascading process ensures that every dollar of investment is
intentional and measurable. This is another stage where Al ensures
that changes propagate instantly, maintaining alignment without manual
rework. In traditional planning, a change at the portfolio level can take
days or weeks to cascade across regions and customers. In connected
environments, this happens instantly, preserving alignment and focus.

Vistex
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Account Planning and Customer Collaboration

Key account managers (KAM) operate at the intersection of strategy and execution. Drawing on real-time performance data and profitability
insights, they look to meet the needs of high-value customers while driving business growth and maximizing long-term profitability.

Optimize product mix
(assortment optimization)
for each retailer

Plan and introduce
innovation

[]
i

Negotiate shelf
space and visibility

Leverage retailer-
specific programs

Example: A key account manager enters a retailer negotiation with three pre-modeled promotion calendars,
each with projected revenue, margin, and ROl outcomes—enabling faster, more informed decisions.
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Planning Trade and Marketing
Investments to Fund Growth

Growth requires investment and disciplined allocation. In the AOP process, trade
and marketing spend represent some of the largest and most flexible levers
available to drive revenue, influence demand, and shape customer behavior.

In many organizations, though, these investments are still allocated based on
historical patterns, prior-year benchmarks, or fixed customer commitments. This
approach limits agility and often leads to overinvestment in underperforming
activities while high-return opportunities remain underfunded.

Modern AOP teams treat trade and marketing spend as a dynamic portfolio of
growth investment, one that must be continuously evaluated, optimized, and
rebalanced based on performance and changing market conditions.

Key components include:

Trade promotion spend: Discounts, rebates, and incentives
designed to drive short-term sales and retailer engagement

N

@ Advertising and media investment: Brand-building and
demand generation across digital and traditional channels

Retail activation programs: In-store execution,
uin merchandising, and localized campaigns that influence
shopper behavior at the point of purchase

Vistex

Each of these components require
continual ROI optimization where trade
teams look beyond historical allocation
models to perform:

Promotion-level ROI analysis:
Measuring the true incremental impact
of profitability of each event, customer,
and tactic

Scenario-based investment planning:
Modeling different allocation strategies
to understand trade-offs between
volume, revenue, and margin outcomes

Dynamic reallocation throughout the
year: Shifting spend in-flight to higher-
performing programs as new data
emerges

Organizations that actively rebalance
investment during the year consistently
outperform those that wait for the next
planning cycle to adjust.

Example: Mid-year, a
manufacturer identifies that
certain promotion types are
outperforming others by 25%
ROI. Budget is reallocated in-
flight rather than waiting for
the next planning cycle.




Aligning with Supply and Operations

Even the most sophisticated commercial plan will fall short if it can’t
be executed operationally. Aligning demand with supply ensures
growth ambitions are grounded in what the organization can
realistically produce, deliver, and support.

Demand and supply planning consider:

° Production capacity constraints: Manufacturing limitations that
may restrict the ability to meet projected demand

° Lead times and inventory policies: Timing considerations that
impact product availability and working capital

° Service level agreements (SLA): Commitments to customers that
must be maintained to preserve relationships and revenue

If there are disconnects between operations and supply chain, issues
like stockouts, overstocks (excess inventory), and margin erosion

can occur. The financial assumptions underpinning the AOP begin to
break down.

Integrated planning and connected data sources help mitigate risks

by bridging these types of gaps. Organizations can identify potential
mismatches early, evaluate alternative scenarios, and make informed
tradeoffs.

Example: If demand spikes for a specific SKU, the
system can recommend shifting production or
substituting SKUs to maintain service levels.

°
VlS'l'eXO © Copyright 2026 Vistex, Inc. All rights reserved 17



Vistex

Gap Analysis as the Decision Engine

Once top-down targets and bottom-up plans are established, gaps inevitably
emerge. This is where many AOP processes either stall or accelerate. The
ability to close gaps quickly determines whether plans remain theoretical or
become executable.

Gap analysis requires:

Scenario /2N Cross-functional @ Trade-off
modeling S8 negotiation analysis

Modern AOP capabilities include:

Real-time financial impact modeling

o

S

A Al-driven recommendations

é}@ Clear decision frameworks and rapid iteration cycles

Here, competitive advantage isn’t just defined by better decisions, but by
faster ones as well.

Example: A $50M revenue gap is identified. Instead of
weeks of iteration, teams test multiple levers—pricing,
promotion, mix—and converge on a solution within days.

© Copyright 2026 Vistex, Inc. All rights reserved 18



Financial Consolidation and
Granular P&L Visibility

The final output of the annual operating plan is a fully
aligned financial model.

This includes revenue projections, cost structures,
trade and marketing investments, gross and net
margins. Leading organizations go further, building
multi-dimensional profit and loss statements (P&L)
providing breakdown by customer, product, channel,
and promotion to enable continuous performance
tracking and faster decision-making.

Example: Instead of seeing overall
margin decline, leaders can pinpoint
that a specific retailer-promotion
combination is driving disproportionate
losses—and act immediately.

Vistexo © Copy )26 Vistex, Inc. All rights reserved




Evolve from Annual Plan to Closed-Loop Optimization

A modern AOP operates as a closed-loop system allowing for iteration and improvement:

o Plan 9 Execute e Measure 9 Learn 6 Replan

Instead of waiting for scheduled reviews over a calendar period, leading organizations act on real-time signals:

@% Demand anomalies |:|DEI Promotion underperformance ﬁ Supply disruptions
Oo

Al enables:

Q Recommended or

0 Automated detection 9 Root cause diagnosis _
autonomous actions

Example: A promotion underperforms within the first week. The system flags the issue, identifies likely
drivers (pricing or placement), and recommends reallocating spend to higher-performing events.

Vistex
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AOP is no longer a static annual exercise. It's a connected,
intelligent system for managing growth.

Organizations outperforming their peers embrace:

<
olyo ;
MM Connected data and planning

‘ Al-driven insights and optimization

Granular visibility

Faster decision-making

The future of AOP is not just more accurate planning;
its continuous, adaptive, and increasingly autonomous
execution. Can your annual operating plan adapt fast
enough to stay relevant by the end of the quarter?

© Copyright 2026 Vistex, Inc. All rights reserved 21
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Joel Cartwright specializes in Trade Promotion efficiency for CPG (Consumer Packaged Goods) manufacturers. With more than 20
years of experience in Finance, Accounting and Sales Operations, Joel has worked for Sara Lee Foods US, Sunny Delight Beverage
and Kimberly Clark. Joel has also spent the last 14 years focused on retail trade promotion software — including implementations,
product management and support. He graduated with an MA in Business from Northern Kentucky University and a BA in Applied
Science from the University of Cincinnati.

How Vistex Adds Value

With high volumes and thin margins, distributors rely on price optimization and cost recovery programs for profitability and income.
Vistex supports distributors with software and services to better manage vendor rebates, chargebacks, deals & offers, Co-op & MDF,
price protection programs and trade promotions. With enhanced alignment with business processes, distributors improve margins,
guard against losses and leakage, gain visibility into pricing and true costs, and incentivize customers and collect from vendor
programs.

About Vistex®

Vistex solutions help businesses take control of their mission-critical processes. With a multitude of programs covering pricing, trade,
royalties and incentives, it can be complicated to see where all the money is flowing, let alone how much difference it makes to the
topline and the bottom line. With Vistex, business stakeholders can see the numbers, see what really works, and see what to do
next — so they can make sure every dollar spent or earned is really driving growth, and not just additional costs. The world’s leading
enterprises across a spectrum of industries rely on Vistex every day to propel their businesses.
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