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Introduction

In the intricate tapestry of modern finance, few threads are as pervasive and
influential as those woven by Visa Inc. From the humble beginnings of a revolutionary
idea within a single bank to its current status as a global titan of commerce, Visa's
journey is a compelling narrative of innovation, adaptation, and relentless expansion.
This book, "A History of Visa Inc.: The Story of an S&P 500 Company," embarks on a
comprehensive exploration of this remarkable trajectory, chronicling the evolution of a
brand that has fundamentally reshaped the way the world pays and gets paid.

This isn't merely a corporate biography; it's a deep dive into the forces that have
propelled the electronic payments industry forward, with Visa often at the vanguard.
We will uncover the strategic decisions, technological breakthroughs, and the complex
interplay of market dynamics and regulatory pressures that have defined Visa's path.
As an S&P 500 company, Visa's story is inextricably linked to the broader economic
landscape, reflecting trends in consumer behavior, technological progress, and global
financial integration. Its growth mirrors the increasing digitization of economies
worldwide, offering a unique lens through which to understand the shift from cash and
checks to cards and, increasingly, to mobile and digital transactions.

From the pioneering days of BankAmericard, conceived as a convenient alternative to
cash and credit plates, to the establishment of a global network that processes billions
of transactions daily, Visa's history is a testament to the power of a well-executed
vision. We will delve into the challenges of building trust in a novel payment system,
the complexities of forging a worldwide consortium of financial institutions, and the
continuous pursuit of efficiency and security in an ever-evolving threat landscape. The
narrative will highlight how Visa not only adapted to changing consumer needs and
technological advancements but often anticipated and drove these transformations.

The scope of this book extends beyond the corporate boardroom, examining Visa's
profound impact on individuals, businesses, and entire economies. It explores how the
ubiquitous Visa logo has facilitated international trade, empowered consumers with
greater financial flexibility, and provided merchants with secure and efficient payment
solutions. We will analyze the strategies behind its global expansion, its ventures into
emerging markets, and its ongoing efforts to foster financial inclusion in underserved
communities. This exploration reveals Visa not just as a financial services company,
but as a critical infrastructure provider that underpins the modern global economy.

Ultimately, this book promises to offer readers a nuanced understanding of Visa Inc.'s

enduring legacy and its pivotal role in shaping the future of payments. It is a story of
relentless innovation, strategic partnerships, and a deep commitment to security and
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reliability. By examining Visa's past and present, we gain invaluable insights into the
forces that will continue to drive the world towards a more interconnected and
cashless future, making this a vital read for anyone interested in business history,
financial technology, or the global economy.
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CHAPTER ONE: The Early Days of BankAmericard

The concept of credit, in its most rudimentary form, is as ancient as commerce itself,
with roots tracing back to early civilizations where trust-based exchanges were
common. Yet, the modern credit card, a ubiquitous tool in today's financial landscape,
has a much more recent origin, truly coming into its own in the mid-20th century.
Before the advent of universal credit cards, various forms of charge plates and store-
specific credit existed, allowing customers to make purchases and settle accounts
later. Department stores and gas stations in the 1920s and 1930s often issued metal
charge plates, which acted as a precursor to the plastic cards we recognize today.
These early systems, however, were largely closed-loop, meaning they could only be
used at the issuing establishment.

A significant leap towards a more generalized payment instrument arrived in 1950
with the introduction of the Diners Club card. Born from a forgotten wallet incident,
this cardboard charge card allowed members to pay for meals at multiple New York
City restaurants, and eventually expanded to include other retailers in travel and
entertainment. While a revolutionary step, the Diners Club card operated on a charge
card model, requiring the full balance to be paid at the end of each month. The true
innovation that laid the groundwork for Visa, and indeed the broader credit card
industry, was the introduction of revolving credit.

This pivotal development emerged from the Bank of America, a financial institution
with a history of pioneering banking services. In the mid-1950s, amidst a booming
post-war economy and a growing middle class, the bank sought new ways to offer
convenient financial products. The internal discussions and planning culminated in a
bold initiative: the BankAmericard. This wasn't merely another charge card; it was
designed to be the first consumer credit card offering revolving credit, a feature that
allowed cardholders to carry a balance from month to month, paying interest on the
outstanding amount. This distinction was crucial, as it allowed consumers
unprecedented flexibility in managing their finances and making purchases without
immediate repayment.

The official launch of the BankAmericard program took place on September 18, 1958,
in Fresno, California. This location was chosen strategically, a relatively isolated city
that would serve as an ideal testing ground for this novel financial product. However,
the method of introduction was anything but subtle. In what became known as the
"Fresno Drop," Bank of America mailed out approximately 60,000 unsolicited credit
cards to residents of Fresno. Imagine the surprise of opening your mailbox to find a
brand-new credit card, ready for use, without ever having applied for it. This mass
distribution, while certainly attention-grabbing, would later become a point of

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

contention and eventually be outlawed due to concerns about fraud and privacy.

Initial results of the Fresno Drop were, to put it mildly, challenging. While over 300
merchants in Fresno had agreed to accept the BankAmericard prior to its launch, the
program quickly encountered significant hurdles. Fraud was rampant, and a
substantial percentage of cardholders, around 22%, were delinquent on their
payments. The sheer volume of transactions and the lack of sophisticated systems for
authorization and clearing between banks led to backlogs and operational chaos. Many
early credit card programs initiated by other banks around this time also struggled

and quickly failed, highlighting the immense complexities of establishing such a
system.

Despite these initial difficulties and substantial financial losses, Bank of America
persisted. The potential of a general-purpose credit card with revolving credit was too
significant to abandon. The bank learned valuable lessons from the Fresno
experiment, and over the next few years, began to refine its processes and address
the inherent flaws in its system. The BankAmericard gradually expanded beyond
Fresno to other Californian cities such as Los Angeles, San Francisco, Sacramento,
Bakersfield, and Modesto. By the mid-1960s, the program had begun to overcome its
initial woes and was generating profits.

A key limitation for Bank of America, as a single bank, was its inability to expand its
operations directly into other states due to prevailing Depression-era banking laws
that restricted interstate banking. To overcome this, and in response to emerging
competition, Bank of America made a strategic decision in 1966 to license the
BankAmericard program to other financial institutions. This move marked a significant
shift, transforming the BankAmericard from a proprietary product of a single bank into
a licensed system that could be offered by a network of banks across the United
States and, eventually, globally.

This licensing strategy was crucial for the widespread adoption of the BankAmericard.
Other banks, eager to enter the burgeoning credit card market but lacking the
resources or inclination to develop their own systems from scratch, could now
leverage Bank of America's established framework. This expansion was also spurred
by the rise of rival networks, most notably Master Charge (later Mastercard), which
was formed in 1966 by an alliance of several regional bankcard associations
specifically to compete with BankAmericard.

The growth through licensing, however, introduced a new set of challenges. While the
network expanded rapidly, with over 100 million credit cards distributed by 1970
(many still unsolicited), the decentralized nature of the early licensing agreements led
to inconsistencies and operational inefficiencies. Each licensed bank essentially
operated its own version of BankAmericard, leading to a fragmented system with
varying procedures for authorization and interchange - the process of exchanging
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transaction data and funds between banks. This created friction and further
exacerbated issues with fraud and bad debt.

It was into this complex and somewhat chaotic environment that Dee Hock entered
the picture. Hock, a visionary entrepreneur, had joined the National Bank of
Commerce (a licensee of BankAmericard in the Pacific Northwest) in 1966 and was
tasked with managing their BankAmericard launch in 1968. He quickly recognized the
systemic flaws inherent in Bank of America's licensing model. The existing structure,
with Bank of America retaining control and licensing to what were essentially
competitors, was unsustainable and stifled true collaboration.

Hock became a vocal advocate for a new approach. He believed that the
BankAmericard program needed to be an independent entity, jointly controlled by all
the issuing banks, rather than being beholden to a single institution. His persuasive
arguments and clear understanding of the systemic problems eventually convinced
Bank of America to relinquish direct control of the BankAmericard program. This
monumental decision paved the way for the formation of National BankAmericard Inc.
(NBI) in June 1970. NBI was established as an independent Delaware corporation,
owned and operated by the member banks that issued BankAmericards. Its mandate
was to manage, promote, and develop the BankAmericard system within the United
States.

Dee Hock was appointed NBI's first president and CEO, a testament to his clear vision
and leadership in navigating the complex negotiations that led to this structural
transformation. The creation of NBl marked the end of the initial proprietary phase of
BankAmericard and the beginning of a new era, one defined by a collaborative, bank-
owned association. This shift from a franchising system to a jointly controlled
consortium was a critical step in the evolution of the organization that would
eventually become Visa, setting the stage for the creation of a truly universal and
interoperable payment system. The early struggles and eventual structural
reorganization of BankAmericard proved to be invaluable lessons, shaping the
principles of cooperation and shared governance that would define Visa's future
success.
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