
 To What Extent Should Treasurers’ 

Activities be further centralized? 
 

Extreme treasury consolidation is on the agenda more than ever. Technology, 

regulations, the need for both greater visibility and the enhancement of 

internal controls provide a context that lends itself to this consolidation. The 

arrival of BEPS and the substance requirement will strengthen the notion of 

centralization of treasury activities. Is it necessary to combine treasury 

consolidation with the shared service center(s)? What do we mean by the 

term “payment factory?” What are the benefits of implementing such a 

structure and what are the fundamental points at the time of setup? Finally, 

we will address the following step and the fact that it will still be possible to 

set it up in the future in order to make the consolidated treasury function 

achieve maximum effectiveness.   

Work & Rolling out Payment Factory 

In a 2014 survey conducted by GTNews and JPMorgan, it was determined that the priorities 

of the Treasurers were (1) to maximize cash-flow overall; (2) improve treasury productivity; 

(3) stay current with new technologies; (4) remain in compliance with financial regulations 

and (5) protect companies against fraud. These five priorities perfectly portray the interest 

in putting in place a “payment factory.” Does it respond to these objectives? The very 

attractive idea of consolidating your treasury activities even more, giving them more 

substance (for obvious tax reasons – BEPS and “Transfer Pricing”) and establishing the 

infamous “payment factories” is therefore very much in vogue. Everyone “consolidates” 

treasury. Everyone is, to varying degrees, an “In-House Bank” of the company, at least in 

part. On the other hand, not everyone can claim to have such a factory in place that 

automatically, and on an industrial scale, makes payments (and collections). For the past 

few years, the time has come to transform the treasury function. We refer you to the chart 

describing our vision of the “T.4.0” version of this function. We also know that many 

innovations and changes will break with old methods (i.e. “disruptive innovations”) and that, 

furthermore, the environment is changing. The economy remains fragile and in turmoil, the 

volatility of financial markets remains, IT technology continues to develop rapidly, new 

businesses models » (“B2C”) are emerging, and along with them new payment methods 

called “e-payments” together with a pressing need for more “business intelligence” and 

more suitable reporting. We have listed the attributes and objectives of this. But before 



going back to the benefits of such structures, it is necessary to review our understanding of 

the “Payment Factory” because the term is often overused.  

 

What do we mean by “payment factory” exactly? 

The definition of a payment factory is often overused and misunderstood by treasurers. It is, 

in fact, an “A/P – Account Payable” type structure with an entity that is in charge of making 

all the payments on behalf of all other entities, by consolidating them and standardizing the 

process which previously took place at the subsidiary level. This concept includes more than 

just basic payments, in particular the advice, sale and implementation of materials for the 

structure of bank accounts, the integration system, bank networking, reporting and the 

smooth execution of all corporate payments. More than a concept, some will talk about 

products, which will differ from company to company. Even if we often add to that the 

fundraising aspect (i.e. A/R.) which then makes it complete. But sometimes, the company 

may prefer to first put in place a standard single gateway (i.e. “bank single gateway”) in 

order to then deploy payment processing. The collection on behalf of a third party would 

then be the ultimate level to be achieved in order to fully complete the loop. We can 

therefore see three levels: (1) standardization of the connectivity and communication 

format, (2) consolidation of payments, and (3) the final stage: consolidation of collections on 

behalf of third parties. Some of these can be achieved independently even though a logical 

approach seems more advisable. The real benefits of consolidation will come from the final 

stage of the factory for collections on behalf of a third party. There, the gain in the number 

of bank accounts can be substantial if you opt for virtual accounts (divided over a standard 

IBAN root, the last eight numbers of which vary to allocate one account per client). The ideal 

approach therefore is to consolidate as much as possible beforehand and certainly beyond 

the SEPA zone. In “factory” terminology, let’s not forget the notion of automation and 



repeated production organization on a large scale. This “processing” of payments and/or 

receipts cannot be achieved except when the formats become standard or compatible. In 

the designation, we almost forget that there are also “collection factories” to facilitate the 

work of the treasury up front (i.e. accounting). The quicker a receipt is given to the right 

client and their account is balanced; the sooner you can increase their credit line. The idea is 

to improve the flow of the financial channel to its conclusion: the cash.  

 

Benefits and interest in putting in place a payment factory 

A “payment factory” offers many advantages. However, one of these is hardly ever 

mentioned. However, its role will be vital in the end with the advent of BEPS (i.e. Base 

Erosion Profit Shifting) : it can provide substance to the activity of the consolidated treasury. 

It will lead (among other things) to greater visibility (rather than transparency) and 

undoubtedly more substance.  The most obvious advantages are (direct or indirect): greater 

effectiveness in terms of costs; a significant improvement in internal checks; a thorough 

review of internal processes; greater circulation of liquid assets (i.e. the cash conversion 

cycle); a reduction in the need for working capital and funding needs; more relevant cash-

flow forecasts; the option to better oversee the management strategy in bank relations and 

the opening of accounts; the option to set up oversight of bank fees (e.g. TWIST – BSB) and, 

in the short-term, the option to use eBAM type messages. The argument of adhering to 

SEPA rules may also be used to initiate such a project.  

In order to calculate the return on investment (i.e. ROI), it will be necessary to consider both 

the quantitative and qualitative benefits, as listed below. Only a combination of the two will 

justify the whole exercise. For example, from a qualitative standpoint, you may make banks 

compete again. We can streamline the number of banks through the technical component, 

a type of required prerequisite. Automation can only reduce the human aspect and the risk 



of errors that this involves. A better separation of tasks might also be one of the advantages 

of such a project.  

Although these are delicate calculations, and although certain “case studies” appear to be 

fabulous and too good to be true, it is necessary to use realistic assumptions to justify the 

rollout of such a project.  

Which consolidation strategy? 

Different approaches exist when we tackle the consolidation of payments and fundraising 

operations. Although assisted by an army of consultants, a treasurer cannot pretend to shift 

in one fell swoop to a payment factory. The approach is almost always gradual and 

permanent (since the area of activity does not stop changing and increasing). Many 

treasurers do “Payment On Behalf Of” (POBO) for example by paying amounts hedged (in 

foreign currencies) to suppliers of their subsidiaries. In this way, they avoid going through 

the subsidiary’s account, save some time and avoid having an account in the debt currency 

(e.g. USD, CHF,…). Generally speaking, the subsidiary’s internal account is debited from the 

exchange value of the cover (e.g. in EUR if this is the functional currency) or through a 

transfer of the subsidiary to its treasury center or again through a compensation multilateral 

intra-group (netting). The POBO therefore is not complicated for operations related to the 

treasury. This can become complicated when all the invoices are paid (all currencies 

combined). However, there is not unfortunately any miracle panacea that will work for each 

one. By contrast, at the beginning of such a project it is necessary to have a strategy for a 

predetermined and somewhat developed setup. It seems that beginning, with the 

standardization of the tool and the format for payments (and the collection of bank 

statements), is the first step possible even though the ERP is not the same everywhere or 

the platform standard for all for baseline ERPs. It is somewhat like German grammar (when 

we want to learn German). It is a cliff that we must someday tackle, from one end or the 

other. Having a baseline format, such as the XML ISO 20022 for example, a leading banking 

communication tool (e.g. Datalog, Traxx, Alsyon, SAP,…) and a strategy for gradual 

implementation (e.g. by bank, by country, by business unit,…) are the first steps in such an 

ambitious project, let’s not forget. So, this will be the ideal opportunity to align the bank 

strategy with the bank IT/communication strategy  in order to streamline as much as 

possible the number of banks, and by the same token, bank accounts, and finally, to take 

advantage of the opportunity provided to put banks back into competition during the RFP’s. 

 



 

 

 

Key points for the success of such a project 

The challenges presented by such a project are enormous and must be taken into 

consideration in order to avoid disappointment. For example, “change management” 

cannot be underestimated as resistance to change remains the major obstacle at the local 

level of subsidiaries. Success also hinges on sponsorship of top management and the CFO. 

The strategy of bank networking must be aligned with the overall strategy of banking 

relations. The technology chosen and the online solution will also be important because it 

will be necessary to interface this with the ERP tool. The messaging format should, ideally, 

be as general as possible and have the “best practices” possible. Failing that, in the short-

term, we risk having to readapt with the complexities that this presents. Next, the 

parameters of the project will determine whether it is successful or not. Often, the 

parameters increase as new entities are acquired and created. This variability in parameters 

also plays a central part in avoiding frustration and having to extend the duration of the 

project. Since the gradual approach is advised, it will make the project last longer than any 

other. Some of the outside resources can help, but alone they cannot solve. Finally, it is 

absolutely essential to have “cash pooling” in place prior to the integration of an entity in 

the “payment factory.” This will be the opportunity to scale down banking conditions, 

particularly since automation will serve both parties: banks and clients.  



Not all banks are ready or inclined to help you. It will very often be necessary to initiate the 

discussion. Some will come with solutions to help with reconciliation, especially with the 

most exotic currencies (e.g. Collect4You - BNNP). 

Therefore, it is a long journey that cannot be made at the drop of a hat, even with the 

assistance of the biggest consulting firms. Consolidation, therefore, is only beneficial to 

treasurers who know best how to achieve it and gauge objectives in a realistic and gradual 

way.  

 

 

Reconciliations and ROBO, the real issue today 

The cherry on the top of the cake in treasury, the Holy Grail of CFO or the nirvana of the 

chief accountant, should be receipt on behalf of others. This is where the circle is complete 

and where administrative and organizational gains will be greatest. We can talk about the 

quintessence of centralization. The treasurers too often stop at the cashing step whereas 

the allocation to the right accounts is vital to improving the operational cycle of the 

company and its sales. It is surprising to see that the European Union, to date, has been 

prolific in terms of payments (SEPA/PSD 1 & 2) and much less so in terms of cash where the 

local specificity remains the same. You have no doubt had to do some RIBA, LCR’s, and 

PAGARES,… and have seen to what extent the cash remained national or local whereas the 

payment had become international and European. A paradox, you will say! The EU will have 

to tackle receipts sooner or later. The EACT has fought and continues to fight to keep the 

PSD 2, as initially planned, from absorbing payments or collections on behalf of a third party 

as operations that drew on the status of a financial institution. The group’s IHB (“In-House 

Bank”) would then become a real bank. This would have been, or will probably be, the end 

for many hopes invested in payment factories. 



The XML format now supports many more types of information related to payments and 

therefore broadens both bank statements and facilitates accounts.  The SDD (“SEPA Direct 

Debit”) also contributes to facilitating this consolidation of fundraising and the direct 

deposit database (SDD). Finally, the tools and applications based on complex algorithms 

contribute to the simplification of the process of reconciling accounts. Some banks have 

indeed utilized it when investing in FinTech companies or when developing partnerships 

with these FinTech to help the client. This type of partnership (Bank – Fintech), in our 

opinion, seems to have a promising future. We might then standardize methods for 

fundraising, improve the DSO (“Days of sales Outstanding”) and greatly simplify the life of 

the “back-office” staff.  

We may also note that payments are a process carried out internally in a company, whereas 

receipts involve a third party that we know less (well). The “ROBO” or receipt on behalf of 

others has more to do with sensitive legal aspects and sometimes traditional payment 

habits or customs. It is not so obvious how to change it (e.g. sometimes we create “silent 

factoring”). There is certainly not full transparency in terms of cash. We depend, for 

example, on “netted” or aggregated payments which complicate the reconciliation. The 

notion of a Shared Service Center (“SSC”) can help to professionalize and automate 

everything, on an IT platform, ideally a standard one and a single ERP solution. We believe 

that in the short-term all the countries of the Union will allow receipt on behalf of other 

entities. To illustrate this, the Luxembourg CSSF (“The Financial Sector Oversight 

Committee”) agrees that specific authorization is not necessary in order to collect on behalf 

of others. We can rest assured that a “STR” (i.e. “Straight Through Reconciliation”) system 

will “boost” its DSO. Identifying the debtor more quickly – payer of the funds, applying them 

to the invoices issued, reconciling them or automatically “matching” and freeing the line of 

credit – a client is the target of such SSC’s. With a virtual account, the payer is identified 

immediately and the final recipient (e.g. which subsidiary?) is also immediately identified. 

The reports are done in formats now known as the Camt.053, MT 940 or MT 942. However, 

such a project, modelled on an eBAM project, remains highly unpredictable until the legal 

environment becomes more standardized. Solutions for partnerships exist between banks 

and online sellers (e.g. Hanse Orga) which have emerged and which allow this (sizeable) 

obstacle, the legal component, to be overcome. Let’s not be too ambitious either because 

receipts are essentially reserved for B2B type businesses. The messaging formats enrich the 

content of the data exchanged and strive to improve reconciliation significantly. These are 

the benefits of standardization, right?  

The Cash Flow Paradox 

We have never done so much to improve the need for working capital, to track down the 

cash scattered here and there (i.e. “idle cash”) and to reduce the cash conversion cycle, 

even when interest rates are at their lowest. There are a plethora of service companies that 

offer solutions to improve “working capital management” (e.g. C2FO, Prime Revenue, Hanse 



Orga FinanceSuite, SMBC, REL, Ariba, Kyriba, MIAG, TradeShift, Taulia, etc…). Solutions 

abound. On the other hand, companies continue to pile up cash like squirrels hoard acorns 

before winter. They accumulate this cash, which CFOs only store in the short-term, for fear 

of running short. It is paradoxical, even though it is a vicious cycle, and understandable 

because we have never tried so hard to access cash in order to reduce its sources and 

funding costs, even at a time when interest rates are at low levels. Don’t the best 

investments today consist of paying providers as quickly as possible to benefit from the 

discount? “Dynamic discounting” seems to be the solution that is on an upswing. This 

formula allows one to be more proactive and to manage the discount via a platform in an 

optimal way in order to boost the DSO. 

Working Capital, the ultimate goal of finance 

Improving the need for working capital and increasing the cash conversion speed are 

today´s major challenges. There is no doubt about it as it can yield a significant competitive 

advantage. Furthermore, a series of initiatives are emerging, such as solutions from service 

companies active in this area providing aid to firms in order to boost their ”working capital”. 

The problem with such a project often comes from the fragmentation and diversity of the 

departments involved. Sponsorship is often missing as well as coordination at the highest 

level of the company in order to encourage such a project. We all work on it without always 

coordinating our efforts. The specificity of each company and some sectors calls for a case 

by case, personalized approach. We can begin with a diagnostic, a benchmark, or a 

statistical tool; in short, there are many starting points and pretexts from which to set such 

a machine into motion. This brings us back to the “payment/collection factory” that 

contributes to this goal. As always, the starting point that is missing is the measurement and 

performance indicators. In many companies, what is missing is a vision and a strategy with 

regards to what the “working capital” should be. Without a vision, how can one proceed in a 

useful way (even though consolidation definitely contributes to it)? It is one of those 

projects that comes back into fashion every once in a while. “EBAM and the Working 

Capital » are two wonderful examples of that. But beyond the anecdotal aspect, the return 

to the basics and great ideas result from the changing economic and technological 

environments. The digital era enables goals that were formerly unattainable or too complex 

in the past. We must take full advantage of these technological advances. 

  



 

 

The establishment of a payment factory is not a stroll in the park… 

Setting up a domestic bank or a SSC  for payments and receipts is clearly not an easy task. 

Technically, legally, financially and culturally, it is far from being a simple project. It requires 

resources, support from the CFO and has inherent implications since it is complex, all the 

more so in a changing environment with activity parameters of variable scope. We must 

never overlook the human aspect and the natural resistance to change. However, it is not 

because this appears difficult that we should refrain from favoring it. On the contrary, this is 

where the battles are won and where the CFO can give itself a major competitive advantage 

over its competitors. This is a long project, delicate and strewn with pitfalls, but how 

productive it is for those who know how to be patient and organized. It involves so many 

beneficial aspects, in particular tax benefits through the concentration of substance that it is 

worth considering seriously. Like any project, it offers a number of opportunities to revisit 

the internal processes, review strategies, and especially the banking relationship and 

partnerships. Technological advances are the catalysts of this change and consolidation. 

They enable the quest for excellence in terms of organizing the group’s treasury. 

Furthermore, such a project is also unifying because by locking processes it makes it 

possible to fight growing incidents of financial fraud. Think of the now classic “CEO 

impersonation fraud” that is so popular, the purpose of which is to divert automated 

procedures. Finally, it is a further step towards compliance with new European financial 

regulations. The eBAM project will be the ultimate achievement in banking communication. 

Centralization of payments and receipts is a project that cannot be done off the cuff and 

requires a lot of perseverance to complete it successfully; it cannot be denied, at the risk of 

being disappointed.   

 



(*) BSG Bank Single Gateway enables corporates to exchange financial information (payments, treasury and securities orders, reporting) 

with all their financial institutions through one single, highly secure, standardized communication platform, as opposed to using multiple 

connections. For example, via SWIFT channel. Such a standard helps corporates to reduce costs and risk, increase funds visibility and 

efficiency through improved automation, leading to easier regulatory compliance. 

François Masquelier, Chairman of ATEL 

 

“The right questions are not satisfied with easy answers.” (Paul Samuelson) 

 


