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Return on Investment

In order to get customers to buy from us we need to show them what is in it for them. Being able to demonstrate a good Return on Investment will go a long way to separating the great salesperson from the poor salesperson.

Example:

You are a sales person for a local Wholesaler responsible for selling Dress Shirts to various Men’s stores. Your management has told you that you must sell the Shirts for a minimum of $12 to the Retailer. The shirts cost $8.00 per shirt to make. In preparing for your sales presentation be prepared to show how the retailer can get a 20% Return on Investment.
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ROI =

------------------------



       Investment



Price - $12

20% =

---------------



     $12

Cross Multiply …

.2 X 12 = Price - $12

2.4 = Price – 12

Price = 2.4 + 12 = $ 14.40 per shirt

If the Retailer sells each shirt for $14.40 they will make a 20% ROI.

Possible Questions

1) What Price would the retailer need to sell the shirts for if you sold them the shirts for $14 each to realize a 20% ROI?

2) What are some ideas you can give your customer to increase the Price they can charge for the shirts?

Gross Margin

Sales (Price X # Units Sold)

Cost Of Goods Sold (Cost X #Units Sold)

--------------------------

Gross Margin

In the above example the sales would be $12.00 per shirt and the Cost of Goods Sold would be $8.00 per shirt. So the Gross Margin for each sale would be $4.00 ($12 - $8)

If you are paid on commission and receive 3% for the gross margin you generate calculate your commission if you receive an order for 150 shirts.

1) Calculate Sales

$12 * 150 = $1800

2) Calculate COGS

$8 * 150 = $1200

3) Determine Gross Margin

$1800 - $1200 = $600

4) Determine Commission

$600 * .03 = $18

Note your goal should be to increase Gross Margin as much as possible. Increasing the Price we sell the shirts to the Retailer can do this.

