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What’s the ROI? 
 

The Objective:  
Explore the additional resources required to 
increase sales and grow business. 
 

The Idea in Short: 
There area some critical business decisions that 
must be made when you decide to accept an 
increase in business or introduce a new product-
line or service. This is especially important if 
there are several products or services that might 
be added and you need to decide which should 
be first. Among other determinants, it is wise to 
figure the ‘Return on Investment’ (ROI) for the 
new product/service. 
 
Approximate time required: 
•Prep Time: 30 minutes (with good accounting 
support) 
•Play Time: 30 minutes 
 
Materials Needed:  
•PowerPoint or Whiteboard 
•Handouts 
•Timer 
•Noise maker 
 

How it works: 
Using your upcoming financial plan, explain to 
employees what additional investments are 
required to deliver on the additional sales 
growth you are expecting. Take 15-minutes and 
walk them through the profitability of the 
additional sales as well as the required 
investments needed to deliver on these sales. 
This exercise will also explore the relationship 
between profit and cash. The profits from the 
increase in sales may look good, but it doesn’t 
mean the additional sales provided us with any 
additional cash.  
 
 
 

 
 

Let’s project our profits with the Income 
Statement on the next page. 
 
Make it Interesting, Maybe Even a Little Fun: 
Break the group into small teams of four-six. 
Distribute the template on the next page to the 
teams. Provide each team information on the 
two product options (i.e. additional sales, 
capital expenditures, cost of goods sold, etc. 
Ask the teams to review the information as a 
team and calculate cash flow and ROI for both 
“Product A” and “Product B”. Let the teams 
they will have 15-minutes to work through the 
template. The team to complete the template 
for both “Product A” and “Product B” the 
fastest (and correctly) wins a prize! 
 
Debrief Questions:  
Which product line would you recommend 
introducing first? Why?  
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Total 
Company 

Product A  Product B 

2009 Actual Sales $500,000 

2010 Projected Sales $750,000 

Additional Sales $250,000 

Cost of Sales $187,500 
 

Gross Margin Dollars $62,500 

Expenses (i.e. new sales 
person, advertising, etc) 

$25,000 

Profit before tax $37,500 

Additional Resources 
Required 

Accounts Receivable Increase $50,000 

Inventory Increase $30,000 

New Capital requirements $25,000 

Total New Expenditures $105,000 

Cash Flow ($67,500) 

Return on Investment 
($37,500 / $105,000) 

35.7% ROI 


