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For retail store businesses selling products to consumers, tracking the right Key Performance Indicators (KPIs) is crucial for
understanding performance, making informed decisions, and steering the business towards success. Here are the most
important KPIs for a retail entrepreneur to monitor:

1. Sales Revenue & Sales per Square Foot

e Explanation: This is the total income generated from sales of goods or services, before any costs or expenses are
deducted. It's a primary measure of your business's financial performance and growth. Tracking sales revenue
over time helps identify trends, seasonality, and the impact of marketing campaigns.

e Another retail KPI related to Sales Revenue is “Sales per Square Foot”. A separate document, titled Core retail
KPI — Sales per Square Foot, explains why Sales per Square Foot is important, how to measure it, and benchmarks
what a good sales per square foot is.

2. Gross Margin

e Explanation: Gross margin is the difference between sales revenue and the cost of goods sold (COGS), expressed
as a percentage of sales revenue. It indicates how efficiently you are managing production or purchasing costs
relative to sales. A healthy gross margin is essential for covering operating expenses and generating profit.

3. Net Profit Margin

e Explanation: This KPI measures the percentage of revenue that remains as profit after all expenses have been
deducted from sales revenue. It's an indicator of your store's overall financial health, profitability, and efficiency in
managing costs.

4. Inventory Turnover

e Explanation: Inventory turnover is a measure of how many times inventory is sold or used over a specific period.
A high turnover rate may indicate strong sales or effective inventory management, while a low turnover rate may
suggest overstocking or weak sales. This KPI helps in managing inventory levels efficiently, reducing holding costs,
and ensuring fresh stock.

5. Customer Retention Rate

e Explanation: This metric measures the percentage of customers who return to your store to make additional
purchases over time. High retention rates can indicate customer satisfaction and loyalty, which are crucial for
long-term success, as retaining existing customers is generally more cost-effective than acquiring new ones.

e NOTE THAT, in order to track this important and insightful KPI, you need to have some way of tracking
your retail customer buying behavior. One way to do this, for example, would be to offer a discount
program that requires customers to provide their phone number and/or email address to take advantage
of the discount each time they visit.
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6. Average Transaction Value (ATV)

e Explanation: ATV calculates the average amount spent by customers per transaction. Increasing the ATV can be a
key strategy for boosting revenue, achieved through upselling, cross-selling, or providing incentives for larger
purchases.

7. Foot Traffic

e Explanation: For physical retail stores, foot traffic—the number of people entering the store—is a vital indicator
of store popularity and marketing effectiveness. Tracking changes in foot traffic can help evaluate the success of
marketing campaigns and store location.

8. Conversion Rate

e Explanation: This KPl measures the percentage of visitors to your store (or website, for e-commerce) who make a
purchase. It's crucial for understanding the effectiveness of your store layout, staff performance, and marketing
efforts in turning prospects into customers.

9. Customer Satisfaction Score (CSAT)

e Explanation: CSAT scores are derived from customer feedback and measure how satisfied customers are with
your products and services. High satisfaction scores are linked to higher retention rates and positive word-of-
mouth, driving more business.

10. Return Rate

e Explanation: The return rate measures the percentage of sold products that are returned by customers. A high
return rate can indicate issues with product quality, customer satisfaction, or the accuracy of product
descriptions.

Conclusion

Monitoring these KPls provides a comprehensive overview of a retail store's operational and financial health, customer
satisfaction, and inventory efficiency. By regularly analyzing these indicators, retail entrepreneurs can make data-driven
decisions to optimize operations, improve customer experience, and enhance profitability.

Note - this document is meant to be accompanied by oral commentary from a Harvard Business School alumni coach.
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