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Post-Class Summary: Embedded Finance Business Models

Key Frameworks

Business Model Canvas Applied to Embedded Finance

The Business Model Canvas assumes one firm owns all nine blocks. Embedded finance explicitly breaks
that assumption. The customer-facing blocks — Customer Segments, Channels, Customer Relation-
ships, and Value Proposition — anchor to the brand the customer actually sees. The capability-facing
blocks — Key Resources, Key Activities, Key Partners, and Cost Structure — anchor to the BaaS
provider that supplies the rails, or to the sponsor bank that supplies the charter. Revenue Streams is
the one block genuinely contested between the parties; the per-transaction split between brand, rails,
and sponsor bank is the entire commercial contract. The practical implication is that no embedded-
finance firm builds a full canvas alone. Every canvas is a joint canvas whose boundary between brand
blocks and rails blocks determines who captures the franchise surplus.

Platform Economics Applied to Embedded Finance

A BaaS network is a genuine two-sided platform. One side holds the brands that want to embed
financial products; the other side holds chartered sponsor banks that want fee income without building
direct-to-consumer distribution. Cross-side network effects operate in both directions: more brands
make the network more attractive to additional sponsor banks, and more sponsor banks make the
network more attractive to additional brands. The specific platform-economics challenge is the chicken-
and-egg problem: unlike a consumer payment network that typically seeds the merchant side first, a
BaaS network must typically seed the sponsor-bank side first, because no brand will integrate against
a network that cannot match its charter needs. The network attraction to brands then compounds as
the sponsor-bank population grows, and so on.

Unbundling-Rebundling Applied to Embedded Finance

Christensen’s disruption framework explains both how a BaaS provider enters the market and how its
catalogue evolves. Entry proceeds by unbundling at the API level: the provider picks one endpoint
where integration friction is highest — deposit accounts, card issuing, charter access — and solves it
better than the status quo. Over time, successful providers rebundle by widening the catalogue —
adding movement, then credit, then lending. The characteristic sequencing is account-adjacent first,
movement-adjacent next, and credit-adjacent last. Each wave reuses the identity, ledger, and compli-
ance plumbing built during the prior wave. Less disciplined providers that launched lending before
proving account mechanics discovered compliance and capital requirements as a surprise constraint;
the discipline of ordering is itself a business-model choice.

Value Chain Deconstruction Applied to Embedded Finance

Evans and Wurster argued that information-rich value chains deconstruct when digital coordination
reduces the cost of operating across firm boundaries. Embedded finance is the textbook case for
the banking value chain. The six-link chain — acquisition, onboarding, manufacturing, distribution,
servicing, risk management — is split across brand, BaaS, and sponsor bank in a pattern no incumbent
would ever have chosen. The brand typically owns the customer-facing links (acquisition, distribution).
The BaaS hosts the regulated or capital-intensive links (onboarding, manufacturing, risk). Servicing
is frequently shared. The margin profile of a BaaS provider depends on which links it owns outright
versus which it merely hosts; the durability of its moat depends on how many of the hosted links it
converts to owned over time.

Regulatory Arbitrage Applied to Embedded Finance

Most BaaS providers begin life in a regulatory window that gives them a cost or speed advantage:
lighter programme-manager classification, sponsor-bank partnerships that shift the compliance burden,
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or e-money licensing that sidesteps the full banking perimeter. The arbitrage is always temporary, and
supervisors have begun tightening programme-manager guidance specifically because the economics of
the window attracted scale. The strategic question for every BaaS provider is whether it converts its
head start into durable capability: operational depth, compliance tooling, sponsor-bank partnerships,
and risk infrastructure. Providers that convert the window into operational moat endure; providers
that relied on the classification gap find themselves exposed when the gap closes.

Company Cases Summary

Company Value Creation Mecha-
nism

Key Framework What Makes It Dif-
ferent

Solaris Full credit-institution
charter delivered through
an API catalogue, letting
brands issue regulated
products without becom-
ing banks

Business Model Can-
vas (joint-canvas)

Owns its own licence
rather than renting one;
rails and charter are the
same entity

Unit Single-endpoint launch
(deposit accounts)
widened into a full
catalogue of movement
and credit endpoints

Unbundling-
Rebundling

API-catalogue arc is the
business model; sequenc-
ing funds each next wave

Treasury
Prime

Network-based access to
multiple community-bank
charters through a single
integration

Value Chain Decon-
struction

Hosts distribution across
many charters; brands
pick a bank match
without renegotiating
integrations

Marqeta Modern card-issuer pro-
cessing that opened
programme-manager
launches to brands outside
the legacy issuer stack

Regulatory Arbitrage
→ Operational Moat

Programme-manager
window funded the
operational depth that
survives supervisory
tightening

Synctera Two-sided marketplace
matching community
banks with non-bank
brands under a curated
network

Platform Economics Cross-side network ef-
fects require both bank-
side and brand-side den-
sity; curation is the
wedge

The Five-Test Framework

Use these five tests to evaluate any BaaS provider:

1. Friction test. Identify the friction the BaaS claims to remove for the brand and verify that the
friction actually costs the brand meaningful engineering or regulatory work, not only marketing
convenience. A BaaS that shifts the same friction to sponsor-bank review queues has not truly
removed it.
Application: Solaris removes the friction of brands needing their own credit-institution licence;
the friction is real because obtaining such a licence is a multi-year regulatory process.

2. Platform test. Determine whether the BaaS benefits from cross-side effects that tighten over
time: does each additional sponsor bank attract more brands, and each additional brand attract
more sponsor banks?
Application: Synctera’s marketplace makes itself more useful to each new brand as each new
community bank joins the network, and vice versa; that is a genuine two-sided platform effect
rather than bilateral sales.
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3. Rebundling test. Assess whether the API catalogue expansion is deliberate (accounts, then
movement, then credit) or opportunistic. Opportunistic ordering signals strain on the compliance
and capital infrastructure ahead of readiness.
Application: Unit’s sequencing illustrates the disciplined arc, while less disciplined entrants that
launched lending before proving account mechanics often discovered compliance and capital
requirements as a surprise constraint.

4. Infrastructure test. Ask whether the BaaS adds infrastructure the sponsor banks lack (net-
work orchestration, identity layering, compliance tooling) or duplicates infrastructure they al-
ready own. Addition is durable; duplication is a race to the bottom.
Application: Treasury Prime’s network layer adds orchestration across many community banks
that no individual bank could build alone; that orchestration is infrastructure, not a feature.

5. Arbitrage test. Evaluate whether the regulatory window the BaaS exploited — programme-
manager classification, sponsor-bank model, e-money licence — is being converted into an oper-
ational moat via compliance tooling, sponsor partnerships, and risk infrastructure, or whether
the window is merely closing.
Application: Marqeta illustrates successful conversion; the programme-manager window funded
the operational depth that survives tightened supervisory guidance.

Connections to Other Topics

The embedded-finance business model connects directly to several other course themes. The open-
banking material in the same lesson provides the API-economics foundation that makes embedded
finance possible: without regulated data and payment initiation APIs, the BaaS layer could not host
capability across sponsor banks at scale. The neobank lens from earlier in the lesson is the customer-
facing mirror image: where a neobank sells accounts directly to retail customers, a BaaS provider
sells banking capability wholesale to non-bank brands, and the margin split between brand-owner and
rails-owner is the analytical counterpart to a neobank’s owned-versus-rented distinction. Finally, the
regulatory-arbitrage test developed here links to the RegTech material in the risk and regulation lesson:
the compliance apparatus that converts arbitrage into operational moat is precisely the category of
spend that RegTech vendors sell, and the BaaS providers that convert best tend to be the ones that
buy and integrate those vendors earliest.

© Joerg Osterrieder 2026 3


