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Visa USA:

Race

IN

arl Pascarella is in race mode.

The president and CEO of Visa

USA runs daily throughout his
adopted hometown of San Francisco,
determined to beat his times from the
previous day — “I am very, very compet-
itive. My times aren’t even that great.
But I always want to make sure 'm
running faster today than yesterday.”

Using his personal mantra as a busi-
ness guidepost, Pascarella embraced
Visa USA’s 30-year history as an asso-
ciation of bankers, and immediately
began spinning it into a muscular,
well-branded marketing and services
organization.

One of the six regional operating
organizations comprising Visa Inter-
national, Visa USA is an association of
14,000 financial institutions headquar-
tered in San Francisco. Its charter is to
promote the Visa brand and provide
products and services that support
member institutions’ lines of business.
Perhaps its most critical service is pro-
vided through VisaNet, a huge electron-
ic network that processes an average of
22 million transactions daily, seven

billion annually, from consumers,
merchants and financial institutions.

When Pascarella was elevated to the
president’s job in 1993, Visa was an
inwardly focused company that was
losing market share. “Visa had lost
touch, both with consumers and mem-
bership,” says Robert McKinley, CEO of
CardWeb, an organization that tracks
the credit card industry for members
and consumers.

Today, Visa USA is a more aggressive
and focused competitor. Last year,
Visa’s U.S. market share reached an all-
time high of 54 percent. U.S. sales with
Visa-branded products rose to 11.5
percent. Also at record highs last year
were Visa USA’s transaction volume
and consumer brand preference. The
Visa brand also accounted for more
Internet transactions than any other.

Anchoring the team

The anchor of Visa’s relay team is
Pascarella. His runner’s brand of
passion and determination to use new
technologies to deliver competitive
advantage is helping Visa USA charge
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forward with a new organizational
structure, new business opportuni-
ties and new possibilities for success.

“Carl has done a good job in
leading Visa through the maze of
changes it has faced in the last few
years,” says McKinley. Following a
long line of Visa CEOs who stum-
bled even while Visa owned the
McKinley
acknowledges that Pascarella has

credit card market,
combined marketing expertise with
business acumen to outrun new
market challenges.

tions such as the Asian Art Museum,
Commonwealth Club of California,
the San Francisco Ballet, and the
Tokyo Club.

Toning up

After earning more visibility for
Visa, Pascarella set out to shed bulky
layers of protocol and tradition to
make the company a more agile com-
petitor. He immediately empowered
field personnel with technology and

“I challenge employees and give

them the power 1n the organization
to make changes themselves.”

A complete package

Changing a tradition-bound asso-
ciation of bankers into business
racehorses supercharged by new
technology was no easy task. But,
Pascarella came to the job unusually
well-equipped for the changes ahead.

Before his appointment as presi-
dent of Visa USA in August 1993,
Pascarella served for 11 years as
president and a director of the board
of Visa Asia Pacific. While there, he
grew the Visa brand in Asia from
fourth position to market leader,
exploded the card base from seven
million cards in 1985 to nearly 60
million in 1993, and launched the
VisaNet transaction processing serv-
ices in Asia Pacific.

“When I returned to the United
States, Visa was virtually faceless,
especially in the [San Francisco] Bay
Area,” Pascarella says. To raise Visa’s
profile, he sought seats on the
boards of civic and cultural institu-
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accountability. He then executed crit-
ical management changes, hiring
brand-centric people to focus on
Visa’s image as a provider of products
and services. “At that time, we were
almost a single-product company,
with 98 percent of our business and
revenue in credit cards,” he says.
Many Visa cards had been offered
without identifying the issuing insti-
tution because banks believed the
only critical association was with
Visa. But the new team recognized
that consumers longed for personal-
ized relationships with their card
and service providers. Banks that
rose to the challenge stood to gain.
“The lifeblood of a banking organ-
ization is its relationship with con-

sumers,” Pascarella confirms. But
converting this philosophy into
action required a cultural change
within Visa USA. “We had to take the
time and the effort to reposition our
brand and create the platform for the
banks to provide better value to im-
prove key relationships, or risk failure.

“We also had to change our brand
marketing. We wanted people to
look at Visa as a complementary
brand that would hold all the institu-

tion’s primary brands,” he explains.

This strategic philosophical shift
served as the genesis for the Visa
check cards, debit cards issued
through local banks that are accepted
by all Visa-participating merchants.

Pascarella brought in a consulting
team to plan methods for getting
users to accept a credit card tied to
their checking accounts. Once users
activated the cards, he reasoned,
they would appreciate their benefits
and use them frequently, building
loyalty to the issuing banks.

“It’s an entirely different model.
This year more than 30 percent of
our volume will come from Visa
check cards, which means that 30
percent of our business is on the rela-
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tionship side of banking,” Pascarella
says with obvious pleasure. “We are
definitely at the apex in terms of the
transformation of the organization.”

This approach isn’t risk-free,
however. “It’s unclear where Visa will
end up, even five years from now,’
cautions CardWeb’s McKinley. “The
trend for banks to brand their own
cards could relegate Visa to a tech-
nology-centric clearinghouse of
information.”

Driving change

But, despite the risks, Pascarella’s
combination of talent and competi-
tive desire have become a contagion
in the Visa USA organization. His
enthusiasm quickly brought even
the most technology-averse employ-
ees into the comfort zone.

“People rely on the message from
the top to give them that comfort
level,” says Mike Burns, senior man-
ager for the Visa Purchasing card.
“With Carl and his team, we know
that the person in charge under-
stands the issues we face.”

“You have to have a vision. But
being a visionary isn’t enough. You
must have the passion to give the
entire organization the fire in the
belly needed to take it to the next
level,” says Pascarella.

“T look at myself as a change
agent. 'm not comfortable with the
status quo. I like to be ahead of the
curve in technology and in busi-
ness,” Pascarella explains. “I want to
instill that sense in everyone, making
everyone a change agent. I challenge
employees and give them the power

in the organization to make changes
themselves.”

Getting down to business

One of Pascarella’s challenges
was to rev up Visa’s participation in
the commercial card market. With
the growth of electronic commerce
and corporate use of the Internet,
Visa saw an unprecedented growth
opportunity.

Focused marketing programs
aimed at business and government
paid off quickly. By 1998, the num-
ber of commercial cards in circu-
lation increased 86 percent to 7.7
million, and the total number of
transactions rose 44 percent over the
previous year, to 191 million.

Visa then added another weapon
to the arsenal: the Visa Purchasing
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card. Designed for mid- to large-sized
companies, the product uses Inter-
net-based electronic purchasing to
reduce purchase order and invoice
administrative costs, and increase
cash flow for B2B transactions. By
mid-1999, the Visa purchasing card
had claimed a 60 percent market
share.

Visa partnered with Ariba to
demonstrate the benefits of mixing
purchasing cards with electronic
procurement software. Using Ariba’s
Operating Resources Management
System (ORMS), more than 100
Visa employees ordered supplies
from three vendors using the Visa
Purchasing Card during a two-
month pilot implementation.

The
Administrative costs were slashed by

results were stunning:
50 to 90 percent over traditional
paper-based procurement methods,
saving approximately $100 for each
electronic purchase. A computer
hardware purchase that once took
three days to complete was executed
in 32 minutes. Visa is now rolling
out the technology to the remaining
employees.

B2B: Foundation for the future?
Not surprisingly, Pascarella is
enthusiastic about B2B futures,
although he acknowledges the signif-
icance of unresolved issues related to
payments, security and control and
transactions. “We’re at an embryonic
stage of the operation — but the
potential is mind-boggling,” he says.
Although business-to-consumer
eCommerce has been widely publi-
cized, the market for B2B transac-
tion volume is far larger, he says.
“But no one has yet taken the time
to segment the online opportunities
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for business-to-business. Visa is
working very hard to understand the
behavior of small B2B [businesses]
and the middle market for [non-
capital] spending. This requires the
same type of expertise that we've
developed on the consumer side
over the last 20 years,” he says.

To foster the learning curve,
Pascarella broke Visa USA into lines
of business last year, collapsing the

gies. The board includes leading
banking representatives as well as
Silicon Valley technologists from
companies such as Intel, Yahoo!,
Sun, and several Internet merchants.

The company also is forming
technology and marketing alliances
with key players, including
Amazon.com and Yahoo!.

Pascarella sees these partnerships
as critical elements in a B2B market

“I look at myself as a change

agent. 'm not comfortable

with the status quo.”

vertical structure into a horizontal
approach that enabled responsive-
ness and flexibility. “We gave em-
ployees cradle-to-grave responsibility,
providing them with the authority
to move rapidly in the marketplace,”
he explains.

In the reorganization, Pascarella
also combined pockets of eCommerce
expertise resident in each of the for-
mer business units into a specialized
E-Visa business unit, which focuses
on Internet-based opportunities.

“All of our [success] pales in
comparison with the opportunities
we have in online commerce, espe-
cially B2B. As we go forward, it is
incumbent upon us to reinvent our
brand. That’s what E-Visa is all about:
to make sure we are more relevant in
the online world than in the real
world. If we don’t have that, some-
one will take our position away from
us,” he says.

To preclude that possibility,
Pascarella created an advisory board
to develop Internet-related strate-

expected to generate $100 billion in
sales by 2003. “We learned from our
colleagues in the Silicon Valley that
we have to operate with an attitude
of ‘focused paranoia’ We cannot rest
on our laurels for even a minute, or
someone who doesn’t have the same
type of hereditary baggage and
system models will succeed while we
wait,” Pascarella says.

The road ahead

“Visa still has to fight for its
lunch,” says McKinley, citing the risk
of having its market share diluted by
the entry of new players. “Any soft-
ware company can now be a player
in the payments industry.”

And, new online competitors are
not Visa’s only threat. Retail giant
Wal-Mart is leading a group of the
country’s largest retailers in a lawsuit
that will seek $8.1 billion in damages
from Visa USA and MasterCard
International, for alleged anti-trust
violations in the debit card industry.
The retailers, who contend that they



are forced to pay high transaction
fees that drive up costs to con-
sumers, want to be allowed to accept
only certain types of cards in their
stores. Pascarella promises that
undermining the ubiquity of the Visa
brand by segmenting card types is
not something the association will
take lying down.

The suit, which was filed in U.S.
District Court in Brooklyn, N.Y., is
scheduled to go to trial in November.

Visa is also staring down a
Department of Justice lawsuit
scheduled for trial in June that
alleges non-competition between
Visa and Mastercard brands. Visa
believes that competition between
itself and Mastercard is fierce, and
plans to go the distance.

One of the most important chal-

lenges to Visa’s future is the dramatic
consolidation of the banking indus-
try. In 1995, 60 to 65 percent of Visa’s
business was with 15 to 20 banks.
Today the same proportion of the
business is with just six. “When you
have consolidation like that in the
distribution network, you must be
able to change things,” Pascarella says.

“Carl and his team have been
the leaders in ensuring that the com-
pany takes advantage of internal
opportunities through initiatives
such as E-Visa and external partner-
ships such as Ariba.

“That’s not something you come
across in a daydream. It’s some-
thing you really have to concen-
trate on to take advantage of all the
opportunities in this environment.
That’s a great testament to what

Carl and his team have done here,”
says Visa’s Burns.

Staying the course

Pascarella is committed to staying
the course. “Once employees and
members began to understand that
we care about them and the future of
the organization, it didn’t take very
long for our market share, position
and brand to turn,” he says.

“If we all have that trust, that
synergy, the success will follow,” he
says. “We have a lot of good, bright
energetic people. If we’re all running
in the same direction, we’re going to
win the race. I don’t have a doubt in
my mind about that” &

Cheryl D. Krivda is a business and
technical writer based in Philadelphia.
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