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Introduction

Discover Financial Services stands as a testament to American entrepreneurial drive in
the ever-evolving financial sector. With origins rooted in the retail giant Sears,
Roebuck and Co., Discover's evolution from an ambitious subsidiary to a household
name in credit cards, direct banking, and payments is nothing short of remarkable.
The journey of this company mirrors the broader transformations that have shaped the
U.S. financial services industry over the past four decades—innovation spurred by
customer needs, continuous adaptation to technological advances, and resilience
through changing market dynamics.

At the heart of Discover's rise is its revolutionary approach to consumer credit. The
launch of the Discover Card in 1986, with its unprecedented no annual fee and cash-
back rewards, not only carved out a distinctive market space but also fundamentally
shifted industry expectations. This pioneering spirit, demonstrated early on by
establishing its own payments network, set the tone for the company’s culture of
innovation and customer-centricity. Over the years, as financial products and services
became increasingly digitized, Discover maintained its relevance by expanding
offerings and embracing technological advancement.

The company’s timeline is punctuated by strategic pivots and bold decisions. From its
initial days as part of Sears’ diversified financial services strategy, through its mergers
and eventual independence, Discover consistently seized opportunities to broaden its
scope. The acquisition of PULSE propelled Discover into the world of ATM and debit
transactions, while the purchase of Diners Club International extended its global
reach. Entry into student loans and the formation of a leading digital bank
demonstrate the organization’s capacity to diversify and adapt to changing economic
landscapes and consumer preferences.

Yet, Discover’s history is not without its trials. Navigating the complexities of
regulatory scrutiny, heightened competition, and an ever-changing technological
landscape has required both agility and robust risk management. The company’s
customer service and brand loyalty have long been pillars of its strength, but building
and maintaining those pillars have demanded continuous investment in both people
and platforms. Discover’s reputation as a "Great Place to Work" and its adherence to
its core values reveal a company deeply committed to both its workforce and its
customers.

As we reach the most recent and transformative chapter in its history—the acquisition

by Capital One—Discover’s story takes on renewed significance. This consolidation
represents both the culmination of decades of growth and the beginning of a new era.
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Integrated within a larger financial institution, Discover’s products and network will
continue to shape the experiences of millions of customers, albeit under a new
banner. The implications for employees, consumers, and the broader financial
landscape are profound and warrant a careful exploration.

This book traces the full arc of Discover Financial Services: from its inception, through
its innovations, challenges, and triumphs, to its integration into Capital One—offering
both a historical chronicle and a lens into the present and future of American financial
services. Whether approached from a business, technological, or cultural perspective,
Discover’s trajectory provides insight into the resilience and adaptability required to
thrive in modern finance.
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CHAPTER ONE: The Retail Giant's Vision

In the mid-1980s, the American financial landscape was ripe for disruption. Traditional
banks and established credit card networks dominated, operating with a certain
rigidity that left room for innovative challengers. It was in this environment that a
behemoth of American retail, Sears, Roebuck and Co., began to cast its gaze beyond
department store aisles and into the burgeoning world of financial services. Sears, a
company built on a century of understanding the American consumer, possessed a
unigue advantage: an immense customer base and a deeply ingrained trust forged
through generations of catalog sales and retail interactions.

Sears, at the time, was a diversified empire. Beyond its sprawling retail operations, it
owned Allstate Insurance, a significant player in the insurance industry, and had
recently ventured into real estate with the acquisition of Coldwell Banker and into the
securities business with Dean Witter Reynolds Inc.. This expansion into seemingly
disparate sectors was part of a larger strategy led by then-CEO Edward R. Telling to
transform Sears into a comprehensive financial services provider. The vision was
ambitious: to create a "financial network for the masses," a sort of "family bank" that
could offer a wide array of services to its millions of customers, bypassing traditional
interstate banking laws.

The idea was not without its skeptics, even within the company. Integrating a
brokerage firm like Dean Witter, with its clientele of serious investors, into a retail
environment alongside lamp departments seemed, to some, like a curious mismatch.
Yet, Sears management believed that by leveraging its immense retail footprint and
customer loyalty, it could bridge the gap between everyday consumer needs and
complex financial products. The company had a history of adapting to changing
consumer habits, having transitioned from a catalog-only business to a major retail
store presence when Americans began migrating to cities. Now, as the economy
shifted from goods to services, Sears saw its next major expansion in finance.

The initial forays into financial services were met with mixed results. While some high-
net-worth individuals did indeed open substantial accounts with Dean Witter, the
everyday Sears shopper was not immediately flocking to invest their savings in the
stock market from a cubicle next to home furnishings. The challenge was clear: how to
seamlessly integrate financial products into the lives of ordinary Americans, making
them as accessible and familiar as buying a new refrigerator or a pair of jeans.

This was the strategic backdrop against which the concept of the Discover Card began

to take shape. It wasn't just about offering another credit card; it was about creating a
versatile financial tool that would serve as the operational linchpin connecting Sears's

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.

diverse financial units. The card was envisioned as a unified product that would bring
together the services of Sears Savings Bank, Coldwell Banker, Allstate Insurance, and
Dean Witter. More importantly, it was seen as an innovative way to provide banking
services across state lines, a significant competitive advantage at a time when
interstate banking was restricted.

The idea was to build on Sears's established strengths, particularly its relationship with
the average American family. The company understood their spending habits, their
aspirations, and their need for straightforward, practical financial solutions. This
understanding would be crucial in designing a credit card that truly resonated with
consumers and offered something genuinely different from what was already
available. The traditional credit card market, dominated by Visa and MasterCard, had
largely followed a conventional model. Sears, with its retail consumer focus, saw an
opportunity to redefine the value proposition.

The company's leadership believed that a new kind of credit card, deeply integrated
with its existing retail and financial services, could be the key to unlocking the full
potential of its diversified empire. It was a bold move, demonstrating a willingness to
challenge established norms and invest heavily in a new venture. The groundwork for
Discover Financial Services, therefore, was laid not in a vacuum, but within the
expansive and ambitious vision of a retail giant determined to evolve and secure its
place in the changing economic landscape. This foundational period was characterized
by strategic foresight, a willingness to experiment, and an unwavering belief in the
power of the Sears brand to extend far beyond the retail counter.
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