
Key Performance Indicators (KPIs) for Non-E-Commerce Businesses 
For service-based, brick-and-mortar, B2B, healthcare, franchise, and professional businesses, monitoring the right Key 

Performance Indicators (KPIs) is essential for evaluating financial health, operational efficiency, customer satisfaction, 

and long-term sustainability. This document outlines the most important KPIs and explains why they matter. 

1. Revenue Growth Rate

Measures the percentage increase (or decrease) in revenue over a specific period. Revenue growth indicates whether 

demand for your services or products is expanding. Declining revenue may signal pricing issues, competitive pressure, or 

marketing inefficiencies. 

2. Gross Profit Margin

Represents the percentage of revenue remaining after direct costs (labor, materials, cost of goods sold) are deducted. 

For service businesses, this often reflects direct labor efficiency. Strong gross margins provide flexibility for reinvestment 

and growth. 

3. Net Profit Margin

Reflects overall profitability after all expenses (overhead, rent, marketing, payroll, taxes) are deducted. This KPI reveals 

how efficiently the business is managed and whether pricing supports sustainable operations. 

4. Client Acquisition Cost (CAC)

Measures the average cost to acquire a new customer, including marketing, advertising, sales time, and promotional 

expenses. CAC must be aligned with Customer Lifetime Value to ensure profitability. 

5. Customer Lifetime Value (CLTV) – Based on Gross Profit

Customer Lifetime Value should reflect the TOTAL GROSS PROFIT generated by a customer over the entire relationship, 

not total revenue. 

Formula: 

CLTV = (Average Annual Revenue per Customer × Gross Margin %) × Average Customer Lifespan (years) 

This metric shows the true financial contribution of a customer and determines how much can safely be spent on 

acquisition, retention, and referral incentives. 

6. Customer Retention Rate

Measures the percentage of customers who continue doing business with you over a set period. High retention reduces 

acquisition costs and increases lifetime profitability. 

7. Lead Conversion Rate

Tracks the percentage of inquiries or leads that convert into paying customers. A low conversion rate may indicate 

pricing misalignment, weak sales processes, or unclear messaging. 



 

8. Average Revenue per Customer (ARPC) 

Measures the average revenue generated per customer within a specific timeframe. Helps identify upselling, cross-

selling, and pricing optimization opportunities. 

9. Capacity Utilization Rate 

Measures how effectively your available service capacity is being used. For example: trainer session utilization, billable 

hours, appointment fill rates. Underutilization represents lost revenue; overutilization risks burnout and service decline. 

10. Operating Expense Ratio 

Tracks operating expenses as a percentage of revenue. Ensures overhead does not grow disproportionately compared to 

income. 

11. Cash Flow 

Measures the inflow and outflow of cash over time. Even profitable businesses can fail due to poor cash management. 

Monitoring cash flow ensures payroll, vendor obligations, and reinvestments can be supported. 

12. Accounts Receivable Turnover 

For businesses that invoice clients, this measures how quickly payments are collected. Slow collections reduce liquidity 

and increase financial risk. 

13. Employee Productivity 

Measures revenue generated per employee or output per labor hour. Helps assess staffing efficiency and informs hiring 

or compensation decisions. 

14. Customer Satisfaction (CSAT) / Net Promoter Score (NPS) 

Measures customer satisfaction and loyalty. Strong satisfaction scores correlate with higher retention, referrals, and 

long-term growth. 

15. Referral Rate 

Measures the percentage of new business that comes from client referrals. For many non-e-commerce businesses, 

referrals are the most profitable and trusted acquisition channel. 

Conclusion 

Non-e-commerce businesses achieve sustainable growth by combining strong margins, disciplined expense 

management, efficient operations, high retention, and steady cash flow. Regular monitoring of these KPIs enables 

leaders to make data-driven decisions, improve profitability, and build resilient, scalable organizations. 

 

Note – this document is meant to be accompanied by oral commentary from a Harvard Business School 

alumni coach. 

 


