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The relevance of embedded finance in Russia is due to the fact that financial companies, in order to maintain
their own competitiveness, strive to meet the growing demands of consumers to receive services quickly,
simply, transparently and intuitively. To do this, it is necessary to develop innovative ways and methods of
working with clients. By “embedded finance” we mean the segment of the functioning of financial (primarily
payment) services in user ecosystems and information systems (social networks, instant messengers, mass
media, etc.). The purpose of this article is to present the actual state and prospects for the development of
embedded finance in Russia, taking into account the country’s sanctioned isolation from global finance and
technology. The development of embedded finance came from retailer rewards cards and branded credit cards.
The evolution of embedded finance is presented as a sequence: Open API — Payments + BNPL + Insurance
+ Other financial services — Banking As Services — Embedded Finance. The concept of embedded finance
can be seen in practice in the main Russian ecosystems, the core of which is retail, banks, and IT companies.
After the departure of foreign companies, national digital platforms remained on the Russian market, actively
developing and using APIs. For this purpose, our own technological solutions are used. The platform
architecture of embedded finance includes general principles of exchange, but does not contain a platform of
commercial consents that would define the mechanisms of will, control and management of data. It is shown
that the sanctioned isolation of Russia from global finance and technology did not have a significant negative
impact on the digital development of national finance. Trends in ecosystem construction and personalization
of financial services remain dynamic and appear in the direction of embedded finance.

habit of receiving services quickly, simply,
transparently and intuitively. An  organic,
personalized approach to the provision of financial

The digital transformation, which has been actively
taking place in Russia in recent years, has affected the
financial preferences of people who choose to receive
comprehensive services using the “one-click”
principle. The transformation of the retail segment of
the financial sector with an increase in the number of
its participants led to the formation of local
ecosystems in the financial sector and the emergence
of new financial services (Volkov S.K. at all, 2019).
Consumers of financial services have developed a
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and non-financial services has also become important
for consumers. To maintain  their own
competitiveness, financial companies strive to meet
the modern requirements of service consumers and
develop innovative ways and methods of working
with clients. Thus, the prerequisites have been formed
for bringing financial services as close as possible to
the consumer and blurring the line between the
processes of purchase and payment for the purchase



(Korobeynikova Olga M. at all, 2021). As a result,
such an economic phenomenon as “embedded
finance” has emerged, by which we understand the
segment of the functioning of financial (primarily
payment) services in user ecosystems (Gavrish E.N.,
Orlova V.G. at all, 2020) and information systems
(social networks, instant messengers, media, etc.).

Some time ago, there were concerns in the
Russian expert community about the collapse of
traditional banks, which could occur due to their
unpreparedness for innovative transformations of
their own business models. It was believed that the
weakest small and medium-sized Russian banks
would not be able to withstand competition with high-
tech digital banks - neobanks, which are more
innovative and customer-oriented through the use of
flexible digital business models. Neobanks and
fintech companies are creating innovative financial
and hybrid embedded finance services with new
capabilities and levels of quality, and also have access
to efficient ways to manage customer funds through
the use of open interfaces (APIs). It is API
technologies that enable the organization of
embedded finance technology.

The relevance of the study of the phenomenon of
embedded finance is explained by the fact that API
technologies in Russia began to develop in 2017,
when the Bank of Russia consultation report
“Development of open interfaces (Open APIs) in the
financial market” was published
(https://cbr.ru/Content/Document/File/50679/Consul
tation_Paper_171229.pdf). Open API is the most
important condition for the effective integration of
systems of financial market participants, allowing for
the receipt and transmission of information between
information systems of various organizations using
standard data exchange protocols. One of the features
of embedded finance is the integration of financial
services into non-financial products due to the digital
revolution and the evolution of customer preferences,
opting for organic and comprehensive services.

The purpose of this article is to present the actual
state and prospects for the development of embedded
finance in Russia, taking into account the country’s
sanctioned isolation from global finance and
technology.

2 MATERIALS AND METHODS

The foundations for the study of digital innovation in
finance are laid in the works of Gawer A., Cusumano,
M. (Gawer A., Cusumano M., 2014), Jacobides, M.,
Cennamo, C., Gawer, A. (Jacobides M. at all, 2018),
Muegge S. (Muegge S., 2013). The problems of
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embedded finance as one of the areas of fintech in
Russia are dealt with by scientists Korobeynikova
O.M., Korobeynikov D.A., Popova L.V.
(Korobeynikova O.M. at all, 2018), Babkin, A.V.,
Burkaltseva D.D., Betskov A.V., Kilyaskhanov
H.Sh., Tyulin A.S., Kurianova I.V. (Babkin A.V. at
all, 2018), Martynov P. (Martynov P., 2023),
Mikhaylov A., Dinger H., Yiiksel S. (Mikhaylov A. at
all, 2023), Lunyakov O.V. (Lunyakov O.V., 2022),
Kurtyakova E.G., Vanyushkin V.A. (Kurtyakova
E.G., Vanyushkin V.A., 2023) and others. The mega-
regulator, the Bank of Russia, pays great attention to
the development of retail fintech businesses. In recent
years, analytical reports, information and analytical
materials, reports for public discussions on various
issues of fintech development have been presented
(for example, “Application of artificial intelligence in

the financial market”
(https://cbr.ru/Content/Document/File/
156061/Consultation_Paper 03112023.pdf), “State
and prospects for the development of data
management  systems for financial —market
participants”
(https://cbr.ru/Content/Document/File/145403/Cons
ultation Paper 14032023.pdf),  “Overview  of
platform services in Russia”

(https://cbr.ru/Content/Document/File/146720/platfo
rm_services_20230515.pdf), etc.).

However, the regulatory framework of the Bank
of Russia does not contain the term and definition of
embedded finance. In the Bain & Company
“Embedded Finance and BaaS Report 20237,
embedded finance is defined as a non-financial
software platform that provides related financial
services (banking, payment, credit and insurance
services) while simultaneously obtaining a certain
share of economic ownership
(https://plusworld.ru/articles/57313/, last accessed
2025/01/03). From a technological point of view,
embedded finance is a set of solutions for seamless
integration of non-financial platforms with financial
services of banks (payment, lending, insurance, etc.).

In this article, the logic of the origin of built-in
finance will be considered according to the following
evolutionary chain (Fig. 1).
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Figure 1: Origin of embedded finance.

We consider retailer bonus cards and branded
credit cards to be the starting point of the product
origin of built-in finance. There has been a gradual
integration of financial products and processes and
non-financial products  through interactive
distribution channels, in particular APIs. APIs are not
a technologically new solution, since they have been
used in information systems for over 25 years to
create network effects through the integration and
reuse of services from different vendors (Dukyan
S.S., Tatarkin S.N., 2022). APIs allow companies to
concentrate resources and efforts on creating only
new solutions, without being distracted by creating
analogues of those services that already exist on the
market.

3 RESULTSAND DISCUSSION

The concept of embedded finance can be seen in
practice in the main Russian ecosystems, the core of
which is retail, banks, and IT companies. The list of
elements of built-in finance is different (Table 1).
Embedded finance services are most widely
represented in ecosystems where the core is banking
organizations for which these services are traditional.
Non-banking ecosystems use open APIs of third-
party banks, or create their own servicing banks
within the ecosystem structure (for example, MTS
Bank).

Table 1: Embedded finance in Russian ecosystems.
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A consequence of the development of embedded
finance is the emergence of the concept of “Banking
as a service” (BaaS) - this is a group of business
models in which banking services become available
to consumers in the information systems they often
use, which are developed by non-banking companies.
BaaS allows various participants in the financial
industry to seamlessly interact with each other and
share services. BaaS serves as an infrastructure
foundation, providing a reliable, open infrastructure
for using built-in financial offerings.

After the departure of foreign companies, national
digital platforms remained on the Russian market,
actively developing and using APIs. For example, the
taxi ordering application Yandex.Taxi uses the
smartphone API for geolocation, the Yandex.Maps
mapping service APl to determine the route and
estimate the expected travel time, and the Internet
acquirer API (Yandex.Kassa, Robokassa and others)
when paying for a trip with a bank card .

If banks provide open APIs for making transfers,
the payment scheme changes significantly. Payment
can be initiated by a merchant or financial
intermediary directly from the client's bank account
through the bank's API (Ray S., Pal R.P., 2022). At
the same time, sellers of goods and services can
benefit by reducing the costs of accepting payments,
and banks and payment systems will lose income
from commissions (for example, acquiring
commissions) (Fig. 2).
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Figure 2: Platform architecture of embedded finance.

Figure 2 shows the existing platform architecture
of embedded finance used in Russia. It is based on an
embedded finance platform, which includes general
exchange principles, but does not define the
mechanisms of expression of will, data management,
and especially control of expression of will.
Therefore, a promising element in it is the
commercial consent platform, which has not yet been
developed, but its creation is necessary for further
scaling of embedded finance. We assume that the
consumer in a one-stop shop wants to see all the
consents he gives, should be able to manage them and
revoke them at will at any time. In addition, the client
wants to see how the platform uses his consent: who
transferred data or performed any operations in
accordance with these consents. The embedded
finance platform assumes that consumers have a
single financial application in which personal data
and contractual relationships are accumulated.

In the commercial sector of embedded finance,
the practical experience of the Russian digital portal
of public services (EPGU), where citizen data is
exchanged between government agencies, can be
used. On this portal, citizens can give consent, revoke
it, manage it, and monitor all consent data. The
commercial consent platform is based on Open APIs
and allows us to provide the most accessible,
convenient, seamless services for all clients.

The Open APl model implies three levels of
technology implementation:

- Open banking, which involves the transfer of
banking and payment data about the client to third-
party companies, necessary for improving individual
services;
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- Open finance, which (except for banking and
payment data) provides for the transfer of information
about other financial services - insurance, investment,
pension, etc., necessary for the integrity of the
financial market;

- Open data, implying the open exchange of both
financial and non-financial data
(telecommunications, government services, health,
etc.) necessary for the emergence of ecosystems.

Russian banks choose one of the following
strategies regarding the use of open APIs:

- do not use open APIs or provide the minimum
required to comply with the law;

- create additional “advanced” APIs, for example,
providing access to structured information about the
client for an additional fee;

- provide analytics and data analysis services,
install services for initiating payments and
aggregating information about the client (in addition
to the API);

- build a flexible API platform to create an
ecosystem between banks, sellers of goods/services,
consumers, fintech companies and startups,
becoming the core of this ecosystem.

In 2022, an infrastructure was created in Russia
that allows each of the open API strategies to be fully
implemented. Moreover, in order to scale
technologies from the introduction of open finance
and obtain a large-scale economic effect, it is
necessary to “step over” the stage of open banking
and go straight to the stages of open finance and open
data. This task is achievable, since the level of
technological development of Russian banks allows
this to be done. But it must be taken into account that
to scale the model of embedded finance within the
national economy, standardization is necessary
(Prikhach 1., 2021).

At this stage, the main costs of implementing open
APIs fall on the teams and infrastructure
improvements of the banking and financial
organizations themselves. The main objectives of the
implementation will be the fine-tuning and
integration of systems for modules for storing and
processing client data, account transactions,
contracts, front-end systems (mobile application and
Internet banking), as well as security and information
exchange protocols. According to [18], the costs of
introducing open finance for most companies will
range from 100 to 300 million rubles. depending on
the size of the business and the level of technological
maturity. The cost of implementation can be reduced
due to the participation of the Bank of Russia and the
FinTech Association in standardization, piloting and
expert support, however, the total costs of
implementation by banks will still be at least 7-10%



of all IT costs (https://plusworld.ru/articles/57426/,
last accessed 2025/01/03).

The main practical issue of the need to develop a
group of embedded finance technologies is to obtain
effects for different groups of technology users:
clients, market participants and the state. According
to experts from the Russian magazine PLUS, the main
benefit, 163 billion rubles, or 57% of the total effect,
will be concentrated in the field of lending to SMEs
and individuals, that is, the banks themselves will be
the beneficiaries. Growth in the lending sector will be
achieved by increasing the loan approval rate by 3—
6% based on the results of access to information about
a potential borrower when analyzing accounts in
other financial institutions. Customer benefits are
estimated at approximately 80 billion rubles. in year.
Basically, they will be achieved through
simplification and more rational management of
personal finances. Free money in the accounts will be
able to bring passive income to owners by placing it
in income-generating instruments of various services.
Experts expect that the introduction of open finance
can lead to an increase in the number of users of

voluntary banking services by 4-6%
(https://plusworld.ru/articles/57313/, last accessed
2025/01/03).

The main benefits from the implementation and
use of open APIs come from business application
developers and fintech companies, who will be able
to provide innovative services to their clients
(Maisigova L.A. et al., 2021). Digital non-banking
services are either based on or seamlessly and
transparently integrated with bank services that
service customer accounts. Due to standardization
and openness of interfaces, it is expected that
organizational and technological barriers will be
reduced while interacting with a large number of
banks without the need to enter into a separate
agreement with each of them. The construction of
financial marketplaces and aggregators — platforms
for comparing and selecting financial
products/services provided by various financial
organizations — will be significantly simplified.

There is an opinion that banks that will be the first
to use open APl technologies to combine
competencies in transaction scoring, lending, BNPL
and insurance will be able to receive more than half
of the total economic effect from embedded finance
(Ermilov D.l., 2023). Thus, open APIs provide a
number of advantages to banks and clients, but
increase risks for them (Sipratov R.O., 2021).
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4 CONCLUSIONS

The development of the concept of embedded
finance, the attention of researchers to this issue and
related technological areas of fintech indicate that the
sanctions isolation of Russia from global finance and
technology did not have a significant negative impact
on the digital development of national finance.
Trends in ecosystem construction and personalization
of financial services (Baburkina V.A., Smirnov V.V,
2022) retain their dynamics and manifest themselves
in the direction of embedded finance.

Embedded finance has undoubted advantages for
all participants in the payment market: banks, non-
bank participants, consumers. Moreover, built-in
finance can have the greatest effect when
standardizing open APIs. Thanks to this there are:

- up-to-date information on financial services and
financial infrastructure in a unified format;

- new market participants with original business
models that attract new customers;

- opportunities to expand coverage and simplify
non-cash payments by individuals without the use of
international payment systems;

- opportunities to reduce bank commissions, as
well as increase the speed of information processing
and reduce the number of possible errors by reducing
the stages of payment;

- software products and online services of fintech
companies, the creation of which is expensive and/or
impractical for traditional banks;

- management of built-in finances (accounts in

different banks) through a single client interface.
In the future, as the sovereign development of the
financial environment in Russia continues, we expect
even greater popularization of the concept of
embedded finance and BaaS.
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