Return on Investment (ROI or ROCE)
Return on investment (ROI) is a performance measure used to evaluate the efficiency of an investment.  To calculate the ROI, the benefit – in other words, the return – of an investment is divided by the cost of the investment.  The result is expressed as a percentage or ratio.
ROI calculation helps to evaluate each alternative investment possibility for each sustainability solution.  ROI is a quick and very popular metric because of its versatility and simplicity.  In other words, if an investment does not have a positive ROI, or if there are other opportunities with a higher ROI, then the hotelier will simply not undertake the investment (see case study 16.10).
What is the optimal ROI for a particular project, in one, two, five, ten or more years?  The answer to this question greatly depends on the type of investment required, type of hotel, ownership situation (is the hotel owned or leased) as well as a series of other local, regional or global factors anchored in the macro-economic situation.  However, there are some very broad, very general categories of acceptable periods depending on the type of investment:
ROI within a two year period; the focus of investments with an ROI period of two years will be on creating a clear diagnostic of the operations and investing in general maintenance while setting parameters regarding sustainability measures.  These will usually be in the realm of training, preventative maintenance and retrofitting.  For example, a hotel may look at water management, which will involve training staff in water conservation, inspecting and repairing leaks in water pipes and investing in low-flow water taps.
ROI within a five-year period; these investments include changes such as the renewing of some equipment (compressors, chillers, pumps and motors), changes in lighting technologies and installing motion sensors or ensuring heat recovery using heat exchangers.
[bookmark: _GoBack]ROI within a t 10-15 year period; in a longer time frame, the focus of investments will lie in changing equipment to increase energy efficiencies, installing equipment to include renewable technologies (photovoltaics panels and renovating the building interior and envelope (thermal renovations).
