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	Results of the first industry studied, the banking industry, show positive financial correlations for banks with a high Customer Relationship Score℠.
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The Customer Relationship Index℠
An Overview
Your customer relationships are the single most important asset for your company.  Do yours measure up?
Leading scholars in the area of business have recognized that a fundamental goal of any successful organization should be to build and enhance ongoing and long-term relationships with customers, members, employees or other key constituencies.  The relationships an organization has with its customers are so important that existing are many ways to measure and analyze things like customer satisfaction, behavior, loyalty, awareness as well as preference all with an eye toward meeting customer needs as well as being more competitive thus profitable.

The business world is ripe with prestigious honors and awards as well as quick one-sentence surveys recognizing broadly customer satisfaction.   Missing in those efforts, though, is the big picture.  
A relationship is made up of more than just satisfaction or loyalty.  Dr. Jim Grunig and Dr. Linda Hon recognized this fact.  After years of academic research, they revealed the cumulative components that comprise  a healthy relationship that an organization has with its various publics (i.e. customers, employees, investors, and Wall Street analysts).  Recognizing that healthy organization-public relationships are vital to success, more and more companies are rethinking where they're spending research dollars and are beginning to measure relationships, not just one-off relationship components, like satisfaction.  The problem is that  this is a relatively new area of research and therefore no base from which companies can compare themselves exists.  There's been no benchmark...until now.
The Customer Relationship Index℠ is a response to this important and difficult problem, providing the first comprehensive, multi-industry benchmark of customer relationships.  Based upon the existing body of academic research as well as proprietary financial analysis, the Customer Relationship Index combines meticulously researched analytics about the real indicators of relationships for better competitive information that can impact operational decisions.
The Customer Relationship Index is the big picture – a comprehensive look at which industries and companies are organization-public relationships leaders and which ones aren't.  The index also allows for drilling into an individual company or industry Customer Relationship Score℠; these are based on indicators that when viewed together provide a complete measure of these long-term relationships.  Unlike traditional research that focuses on a single factor – such as customer satisfaction – an industry's or a company's Customer Relationship Score tells the whole story.  
For example, the first industry studied in the Customer Relationship Index is the banking industry, which was chosen because relationships are a recognized imperative in the banking industry and because during 2009 the banking industry was going through unprecedented turmoil.  

Customers of the top six commercial banks by market capitalization in the U.S. as determined by SNL Financial were surveyed. For comparison, a single category for all local community banks was included in the study.   For the banking industry the Customer Relationship Score is 6.5 on a scale of one to nine, where nine is most favorable.  
If we'd measured only satisfaction, the score would have been 6.37; if we'd measured only customer attitude, the score would have been 6.72.   Different scores, which would have led to different managerial and operational decisions.   And that's the danger in only measuring a piece part of something as vital as organizational relationships.   Incomplete data, siloed data, data with blinders on lead to inaccurate leadership.  Today's economic conditions punish sketchy customer data.   Why?  Because relationships correlate positively to financial performance.
Show Me the Money:  Why healthy organization-public relationships matter.
 A financial analysis of the banking industry Customer Relationship Score showed that there is a strong, positive correlation between the Customer Relationship Score and several financial performance indicators.  Specifically:
· Long-term loan (gross and net) growth tends to increase with the Customer Relationship Score;

· Short-term return on assets (ROA) and equity (ROE) tends to increase with the Customer Relationship Score;

· Near-term deposit growth tends to increase with Customer Relationship Score;

· Selling, general, and administrative expense levels tend to decrease as the Customer Relationship Score increases (i.e. customers in healthy relationships with an organization are less expensive to service);

· Short-term profit margins and revenue growth tend to increase with the Customer Relationship Score.

The banks also have company-specific Customer Relationship Scores, which they can benchmark against the industry's 6.5.
Beyond short-term outcomes, beyond even immediate results, successful long-term relationships are key to determining operational as well as financial success for companies

Customer Relationship Indicators: What Contributes to a Healthy Relationship?

The Customer Relationship indicators were created through years of academic research to better define the domain of the public relations profession. Scholars determined that public relations is more than publicity and is a strategic management function that owns the relationships organizations have with stakeholders.  The need to measure relationships naturally arose.  
Today, the data upon which the Customer Relationship Index is built is based upon four exacting elements of relationships as determined by scholarly research. Going two steps further, though, the Customer Relationship Index measures attitude and then, ultimately, word-of-mouth marketing.  Combining the relationship indicators with the attitude and behavioral intention scores results in either an industry or company-specific all-encompassing Customer Relationship Score.
Standard definitions of the indicators used in the Customer Relationship Index are:
Satisfaction.  Do benefits outweigh the costs?  Satisfaction measures how favorably one party feels toward the other due to the reinforcement of positive expectations. Quality is a component of satisfaction.
Trust.  Do customers have faith in an organization?  Integrity, dependability, and competence are the components that comprise trust.  If an organization is fair, if it will do what it says it will do, and if it has the ability to do what it says it will do, customers will reward it with loyalty and confidence.  Trust measures a party's level of confidence in the other – and subsequently a willingness to be vulnerable and honest with them.

Control Mutuality.  Who has the power in a relationship?  In healthy, stable organization-public relationships, both parties recognize that power exists and that power is negotiable within the context of the relationship. Control Mutuality measures the degree to which organizations and customers have agreed upon their levels of influence over each other.

Commitment.  Is it worth it?  Commitment measures the extent to which a party feels that the relationship is worth the energy that it takes to maintain and promote.  

Attitude.  How does the customer judge the relationship?  A basic subjective indicator, Attitude measures how positively or negatively a party feels about the other party and about the relationship itself.

Behavioral Intention.  Who is telling whom what?  Word-of-mouth marketing is perhaps the most powerful influencer in business today.  In some cases, people rely on word-of-mouth more than common sense, independent research, and analysis (e.g. the Bernie Madoff scandal).  Behavioral Intention measures word-of-mouth (what folks are saying and recommending) and it measures action (Are you going to remain a customer of this bank for the next five years?).
Most companies focus the majority of their research dollars on satisfaction and its many dimensions.  That is a fatal flaw in business today.  The fierce competitive landscape, which pundits and the business press call the "new normal," will destroy companies with tunnel vision.  

Instead companies in industries that are relationship-centric must pull the camera back and grade themselves on all indicators that create a healthy organization-public relationship. 

The first step in improving your customer relationships is to understand them.

The Customer Relationship Index is available now with a comprehensive study of the banking industry, providing detailed Customer Relationship Scores for the largest commercial banks as ranked by SNL Financial during the third quarter of 2009.   Included is a separate category for local community banks.   
As an industry that has undergone unprecedented regulatory, structural, and organizational shifts in recent years, it has provided a fascinating look at the dynamics of customer relationships.  During the third quarter of 2009, 1,520 bank customers nationwide participated in the online survey that contributed to the inaugural index.
The reliable, consistent results demonstrated here are possible for any industry and any company.  The Customer Relationship Index team has prepared an easy-to-use measurement instrument that can be applied to a wide spectrum of organizations in any industry that tends to be relationship-centric. 
As the first of its kind, the Customer Relationship Index is an invaluable tool for any organization that wants to improve its competitiveness and financial performance. 
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