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I n 1995 the Justice Department blocked 
Microsoft's proposed acquisition of 

Intuit, the producer of Quicken, the leading 
personal finance software. Microsoft and 
Intuit have since competed vigorously to 
sign up banks and consumers for their 
developing electronic banking systems. At 
the same time, N ationsBank and Bank of 
America purchased a competing software 
system from H&R Block and formed a 
consortium with other banks and with IBM 
to provide their own electronic home 
banking system. This surge of activity 
follows a long period in which home 
banking was much discussed and the 
necessary technology was fully developed. 
Nevertheless, consumer acceptance has 
been virtually nonexistent. Now, however, 
there is reason to believe that electronic 
home banking is becoming a reality. 

What is "Home Banking"? 
The term "home banking" generally 

refers to the use of an electronic device
television, home computer, or telephone
to accomplish banking tasks. The specific 
banking services usually considered 
include paying bills, transferring funds, 
and obtaining account information, each 
requiring different technical capabilities. 
Customers have been using the telephone 
to obtain balance information for 40 years. 
Now this information can also be retrieved 
via a home computer. While this requires 
on-line communication with the bank's 
database, bill paying does not. In its 
present formulation, in fact, electronic bill 
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paying does not-ei ep-=fii ea ttl ft1cipation 
or cooperation of the bank. This concept of 
home banking does not involve very 
sophisticated, cutting-edge technology. 
Everybody writes checks at home to pay 
bills, and it does not matter very much 
whether these checks are written using a 
pen or a computer keyboard. 

While some believe that the telephone or 
television will be used for home banking, 
the most appropriate instrument is clearly 
the home computer. The big drawback is 
that fewer than 40 percent of households 
now have a home computer, and only 
about half of those have a modem to allow 
electronic communication. Although some 
analysts project that by the end of 1996 
more than 8 percent of consumers will use 
a home computer to pay bills, only about 1 
percent currently do so. 

Home banking is not simply a matter of 
consumer convenience, however. The U.S. 
retail payments system is inefficient, based 
on the physical movement of a vast 
number of pieces of paper. Consumers 
write 50 billion checks per year, about 20 
billion to pay bills at home. Approximately 
15 billion of these are mailed, at a cost of 
32 cents each. A common estimate is that 
the costs to the consumer, payee, and the 
banking system average nearly $1.00 per 
check, not including any allowance for the 
time of the check writer. Electronic home 
banking could result in a significant 
reduction in these costs. 

The problem here is economic and not 
technical. Once the system is in operation, 
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the marginal costs of making and receiving 
payments electronically are very low. 
There are heavy fixed costs, however, and, 
with low volumes, average costs are high. 
If prices are set to cover average costs, it 
will be difficult to generate substantial 
consumer interest. 

At some point, consumers will issue 
instructions for payments by communicat
ing with their banks from their homes. 
Electronic payments will be made at 
considerably lower cost. Payments to 
individuals will be made directly to their 
deposit accounts. Information on debits, 
credits, and balances will be available to 
the depositor from his home. Ultimately, 
bills will be delivered electronically, with 
payment made by a mouse click. 

But we are far from this now. Even many 
who think they are paying bills electroni
cally, are not. Rather they are using 
Quicken to send a message via e-mail to a 
bill paying firm. A clerk then takes that 
information, writes a check, and puts it in a 
mail box. While 30-50 percent of home 
computer-originated payments are pro
cessed electronically, rather than manually, 
payees find them expensive to process 
(because of small volumes and varying 
formats) and error-prone. 

What Role for the Government? 
The key question is "how do we get from 

here to there?" That is, what public policies 
are appropriate to facilitate the process? 

First, there is an "industrial policy" 
approach, with all the associated advan
tages and disadvantages. The government 
(or the Federal Reserve) could set the 
standards for home banking communica
tions and file structure, and vendors could 
offer hardware and software that meet 
these standards. This would certainly 
hasten the day of electronic banking, but 
there is reason to be skeptical of the 
government's ability to choose the best 
technology. 

Alternatively, the government can 
simply encourage private parties to agree 
on standards. This approach leaves the 
opportunity for a new technology to be 
introduced into a market where standards 
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would not be mandatory or imposed by 
government regulation. 

Third, the government could assume a 
hands-off approach. Inasmuch as the 
capabilities to effect home banking do not 
exist in any single entity, joint ventures 
involving banks and other firms could 
flourish. Such ventures have usually been 
subject to intensive antitrust scrutiny, but 
home banking may be facilitated by 
exempting combinations of firms operating 
to provide products and services in this 
business. This may be a fair description of 
public policy with respect to ATM net
works. 

I believe that a fourth option is best: 
reliance on private efforts subject to 
traditional antitrust standards. 

Consider the proposed Microsoft-Intuit 
merger. If it had taken place, Microsoft 
would have taken a commanding lead in 
the home banking business. The vast 
majority of all home computers use the 
Microsoft Windows operating system, and 
Quicken is the most widely used personal 
finance software. Every bank would want 
to tie into that system to avoid losing 
customers who use Windows and Quicke1 ) 
With that scenario, an electronic home 
banking/payment system would probably 
become a reality sooner, but it would be a 
system, for better or worse, dominated by 
Microsoft. 

A Glimpse into the Future 
Currently, though, competition is 

intense, and the consumer will benefit from 
this competition. The outlook for elec-
tronic home banking depends in large part 
on the objectives of bankers and others in 
providing this service. For example, it is 
clear that Microsoft's interest is not in 
selling additional copies of software, but in 
earning money from transactions. Legiti-
mate goals for banks include improving 
consumer convenience, lowering costs, 
and earning fee income. While home 
banking can promote all these objectives 
simultaneously, pricing that maximizes fee 
income is not consistent with maximizing 0 
customer usage and minimizing costs. Th· 
issue has been played out in the ATM 
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business, with results that are, in my 
judgment, less than optimal. 1 

There remains a great deal of room for 
competition in home banking. We may see 
competition in the form of varying instru
ments. Perhaps the ubiquitous telephone 
may tum out to be the most convenient 
home banking device for many people, 
especially if screen phones become 
common because of their usefulness for 
telephone services (such as caller ID). 
Interactive cable television seems farther 
behind in development, but it may still tum 
out to be a competitive option. 

Because of the difficulty predicting 
which form of home banking will ulti
mately be preferred by consumers, it is 
preferable that the government not attempt 
to set out the system framework in ad
vance. Competition in technology, as in 
pricing, can benefit consumers. But 
government must not abdicate its antitrust 

responsibilities in home banking as it has 
in ATM networks. The government's role 
is to see that competition can function. 

Note 

1. That is, the efficiency of the banking system 
would be enhanced if customers made greater use of 
ATMs rather than tellers. Pricing that makes ATM 
transactions more costly to customers than teller 
transactions works in the opposite direction. Note 
the current controversy over ATM surcharges, 
whereby the ATM owner imposes an additional 
charge on the user. Evidence from the PULSE 
system suggests that such charges lead to wider 
deployment of ATMs, and greater consumer 
convenience (though at higher cost). It would be 
interesting to observe competition between ATM 
networks in which some allowed and some 
prohibited surcharges, but there are few examples of 
competing ATM networks left-the failure of the 
Justice Department and the Federal Reserve to 
apply antitrust concepts to ATM networks has left 
us with a structure ofregional monopolies. + 
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M otivating salespeople to achieve 
superior performance and feel good 

about their jobs is a central responsibility 
of sales managers. Life would be simpler 
for these managers if the most productive 
salespeople were also the most satisfied 
with their jobs. In that case, the best 
performers would also be least likely to 
leave the organization. 

Organizational psychologists have 
traditionally held that higher levels of work 
performance contribute to greater job 
satisfaction and lower turnover. They have 
also maintained that employee effort 
contributes to increased job satisfaction 
only to the extent that it first increases 
work performance (as represented below). 

Effort--... Performance --.satisfaction 

If this holds, the most productive sales
people should also be the most satisfied 
and least likely to leave. 

There are two problems with this tradi
tional view. First, it is inconsistent with 
emerging research findings that indicate 
that, in most cases, work performance and 
job satisfaction are, at best, only modestly 
correlated. Second, this view presents 
potentially misleading implications for 
salesforce management because it implies 
that sales performance incentives should 
work like an "invisible hand" to minimize 
dissatisfaction and turnover among the top
performing salespeople. 

Our research suggests a different model 
(depicted below) in which effort simulta
neously enhances both sales performance 
and job satisfaction. This perspective 
assumes that hard work satisfies innate 
psychological needs and thus constitutes 
an end in itself, as well as a means to the 
end of achieving higher performance. 

<
Performance 

Effort 

Satisfaction 

If this view is correct, it is also possible 
that sales performance and job satisfaction 
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are not directly related at all. The modest 
relationship between them may result from 
the fact that both are related to a third 
variable: effort. 

The managerial implications of this view 
also differ from those of the traditional 
model. It implies that monitoring and 
rewarding salespeople's day-to-day effort, 
rather than merely their sales volume, is 
necessary to simultaneously encourage 
outstanding performance and reduce 
undesirable turnover. Evaluating and 
rewarding salespeople according to their 
output only may not satisfy and retain top 
performers in the manner suggested by the 
"invisible hand" theory. 

Some Examples from the Field 

Our research supports the view that 
effort simultaneously influences both sales 
performance and job satisfaction. In a 
study of a direct-selling company's 
salesforce, we found a direct link between 
effort and job satisfaction that was inde
pendent of the effects of sales perfor
mance. Salespeople who worked harder, 0 

the average, perf oirned better and were 
more satisfied. However, their higher 
levels of satisfaction resulted not from 
their higher performance (as assumed by 
the traditional view) but from investing 
more of themselves in their work. 

These results have some positive impli
cations for sales managers. For example, 
sales performance is affected by uncontrol
lable factors, which may counteract 
diligent efforts and diminish output. This is 
often likely to occur in intensely competi
tive market contexts. Our research suggests 
that performance failures resulting from 
uncontrollable externalities are unlikely to 
create downward spirals in salesperson 
satisfaction and motivation as long as high 
effort levels are sustained. 

A second study considered how medical 
supplies salespeople respond to manufac
turer-sponsored trade promotions. In this 
study, we found a strong direct link 
between effort and the amount of positive 
emotion salespeople experienced upon 
achieving their goals. Working hard, in anu 
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of itself, contributed more toward positive 
emotions than did actually attaining a 
performance goal. 

A third study investigated whether 
.iifferent aspects of effort (i.e., working 
longer versus working more intensely) 
could be identified and whether these 
influenced performance and satisfaction. 
Two distinct samples participated: the 
combined salesforces of three compa
nies-two office supplies manufacturers 
and one paper goods manufacturer, all 
headquartered in the Midwest-and the 
salesforce of a large medical supplies 
manufacturer based in north Texas. 

The study identified two dimensions of 
effort: time commitment (perseverance) 
and work intensity (how much energy a 
salesperson invests in job duties per the 
time worked). In both samples, time 
commitment was positively related to sales 
performance. Not surprisingly, salespeople 
who devoted more time to work activities 
were better performers. Also, work inten
sity was positively related to job satisfac
tion (i.e., those who worked more intensely 

ere more satisfied). 
>Surprisingly, however, time commitment 

was not positively related to job satisfac
tion. Nor was work intensity related to 
sales performance. In fact, time commit
ment was inversely related to job satisfac
tion in both samples. This relationship was 
stronger for the Texas-based medical 
supplies firm, a finding that may be 
attributable to its more rigorous controls 
over the behavior of its salespeople. This 
company imposed stricter norms regarding 
work hours and number of sales calls. Our 
results suggest that time commitment to 
work reduces job satisfaction more when it 
is perceived as externally imposed. This is 
consistent with psychological theory and 
abundant research on intrinsic motivation. 
Working intensely (as opposed to working 
persistently) contributed little to sales 
volume. 

The results of this third study suggest 
that the relationship between effort and 
sales performance results from time 

rrzmitment, whereas the relationship 
..,etween effort and job satisfaction results 
from work intensity. Time commitment has 
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the potential to diminish job satisfaction, 
although the extent to which it does differs 
across companies. The sales performance
job satisfaction relationship also differed 
across companies. We speculatively 
attribute these differences to variation in 
organizational culture. 

Implications for Managers and 
Customers 

Encouraging salespeople to invest 
greater effort by monitoring and evaluating 
both aspects of effort (time commitment 
and work intensity) appears most likely to 
promote productivity and satisfaction 
simultaneously. Sales managers should be 
aware that while salespeople who work 
with intense energy tend to be the most 
satisfied, those who make the greatest time 
commitments perform best. The joint 
objectives of boosting sales productivity 
and enhancing job satisfaction are more 
likely to be achieved when managers 
evaluate and reward salespeople based 
primarily on what they do and only sec
ondarily on the outputs they produce. 

Controlling and rewarding sales person
nel based on behavioral criteria have 
important additional benefits for customer 
satisfaction and retention as well. Sales
people who are rewarded on the basis of 
what they do are less likely to jeopardize 
customer satisfaction and long-term 
relationships by overly aggressive, non
value-added selling than are salespeople 
who are rewarded strictly on the basis of 
how much they sell. They are more likely 
to act as consultants to customers and less 
likely to act as self-interested manipula
tors. This pays off in customer satisfaction 
and retention, as well as in long-term 
profitability of account relationships. Some 
buyers even refuse to do business with 
vendors who compensate their salespeople 
primarily by commission because they 
believe this creates a disincentive to act in 
the buyer's best interest. Thus, the choice 
of salesforce control mechanisms can be an 
important tool for improving both cus
tomer and salesperson satisfaction and 
retention.+ 
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be aware that while 
salespeople who work 
with intense energy tend 
to be the most satisfied, 
those who make the 
greatest time commit
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Announcements 
Robert H. Ryan, who was associate 

editor of the Texas Business Review 
from 1964-72 and editor from 1972-
76, died September 23, 1996. Also a 
business school faculty member, Bob 
Ryan taught business communication 
until his retirement in 1992 . 

The February Texas Business 
Review will feature Charles P . 
Zlatkovich's "Manufacturing Employ
ment Trends," a look at the current 
state of employment in this sector, 
both in the United States and Texas . 

The 1996 Natural Fibers Fact 
Book, compiled by Julia Apodaca, is 
available. Containing the most current 
statistical data on cotton, wool, 
mohair, oilseeds, and textiles, the fact 
book emphasizes Texas production, 
quality, end use, and trade data. The 
price is $15 .00 plus tax. To order, call 
(512) 471-5179; fax (512) 471-1063 ; 
or e-mail dhardy@mail.utexas.edu.+ 
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