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Introduction

You may have to consider many factors as a small or medium-sized 
business owner regarding employment regulatory compliance, 
employee management and so on. However, several other businesses 
are designed to give small and medium companies the support they 
need.

One such business is a Professional Employer Organization (PEO), which 
can manage the HR, labor law compliance and benefits aspects of your 
business.

A PEO offers a wide range of services, including HR, benefits and payroll 
administration and all aspects of employment regulatory compliance. 
A PEO becomes your co-employer and bears the liabilities and risks of 
having and managing employees.

More often, people confuse PEO with Administrative Service 
Organizations (ASO). An ASO also caters to HR and administrative needs, 
but you retain employment-related risks and liabilities. An ASO doesn’t 
establish a co-employment relationship with your employees. With an 
ASO, the employees are your own and you bear any penalty arising from 
missing employment regulatory requirements.

Also, an ASO will not sponsor any employee benefits programs, workers’ 
compensation or any aspects of your business risk management.

With this understanding, how then do you assess a potential PEO? The 
first step would be to undertake a needs assessment to establish what 
services you may need.
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How to Carry Out Your Institutional Need 
Assessment

Now that you understand the services a PEO can offer, you need to look 
within your business and undertake a needs assessment. For a needs 
assessment, note what you already have in terms of tools and systems, 
and reach out to a PEO or a broker with a list. Your internal needs 
assessment should include:

 Payroll – What are your payroll needs? Do you have any systems 
in place to cater to those needs?

 Human Resource – Do you have human resource/employee 
policies? Are you able to comply with legal and regulatory 
employment requirements? What benefits do you intend to offer 
your employees?

 Risk Management – What possible risks to you, your clients and 
your staff are evident within your business?

  
You have done your assessment and decided to work with a PEO. So, 
how do you make your selection? The first step is to have a thorough 
understanding of a PEO service offering.
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List of Services Offered by a PEO

A PEO offers a wide range of HR services that are necessary for a small 
business to handle their benefits, risks and employment compliance 
needs effectively. An easy way to think of a PEO’s services is to consider 
the life cycle of an employee.

Lifecycle
of an

Employee

A standard employee is recruited, onboarded, developed, retained, 
and legally exited when it’s time to part ways. PEOs offer services on all 
aspects of the employee life cycle.
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Recruitment, Onboarding and Development

Even though you may choose to retain your business recruitment, 
PEOs can still help with your recruitment needs. Since PEOs are your 
co-employers, you get to leverage their experience and network as 
recruiters. Among the recruitment services a PEO may offer include:

• A job requirements analysis and skills audit.
• Vacancy advertising and sourcing the right candidates.
• Hiring process support, including shortlisting, interviews and 

selection.
• Background checks.
• Job requirements clarification.
• Candidate sourcing.
• Interviews, shortlisting and selection.
• Candidate background checks and drug testing.
• Culture and assimilation.
• Capacity building.
• Compliance.

Payroll Support

Your PEO can also handle payroll for both full-term and part-term 
employees and on-off payments to consultants, contractors and 
vendors. The PEO as the co-employer files payroll taxes with its tax 
identification number.

Other aspects of PEO payroll services include the following:
• Payroll processing, record keeping and reporting.
• Employment verification.
• Recommending and installing accounting software.
• Garnishment and deduction administration.
• Time attendance and time-off tracking.
• Payroll reporting.

Benefits Sponsorship and Savings Plan

To attract top talent, small and medium businesses have to offer 
competitive benefits and savings packages. Furthermore, attractive 
packages are known to improve job satisfaction and performance.

Working with a PEO can undoubtedly boost the benefits a small or 
medium business offers its employees at affordable rates. A PEO can 
also access reasonable savings and 401(k) plans and provide education 
to your employees to help them make sound retirement decisions. 
These are some of the benefits a PEO can offer:

• ACA-compliant health insurance plans at group rates.
• Terminations, outplacement and COBRA benefits.
• 401(k) retirement plans.
• Safety programs (OSHA compliance).
• Employee assistance programs.
• Dental and vision coverage.
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Some PEOs also offer additional services, like gym membership, 
bicycle-sharing systems and transportation allowances.

HR Administrative Support

PEOs partner with top carriers for workers’ compensation and offer them 
to you at conducive rates. If you work with a PEO for payroll services, 
you can also benefit from pay-as-you-go insurance plans, freeing up 
your cash for other obligations.

Other HR and administrative support offered by PEOs include the 
following:

• Disciplinary and dispute resolution.
• Training and development courses.
• Sexual harassment policies and training.
● Family and medical leave administration.
• Performance reviews.
• Risk management.
• Workers’ compensation.
• Employer practices liability insurance.
• Disability insurance.
• Payroll and employment administration.
• Benefits plan sponsorship.
• Employee-related policy formulation.

Government Compliance Support

Most small and medium businesses have a challenge understanding 
employment law and requirements, which are complex and ever-
changing. Over 33% of small businesses are fined every year for non-
compliance or payroll mistakes.

A PEO not only offers invaluable expertise when it comes to 
employment law but is liable in case of any non-compliance penalty.

Other compliance aspects that your PEO will advise you on include the 
following:

• Handling unemployment claims.
• Ensuring compliance with FICA, FUTA, and SUTA.
• Ensuring compliance with health care policy reform, especially 

after elections.
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Evaluating PEOs and Shortlisting the Most 
Viable Option

According to the National Association of Professional Employers 
Organizations (NAPEO), over 900 PEOs are operating in the United 
States. These numbers mean that businesses may get lost trying to find 
the best PEO to work with. To help you in your search, here is what you 
look out for when evaluating a PEO:

 1. Accreditation

One of the main accreditations to consider is the Employer Service 
Assurance Corporation (ESAC), which shows that the PEO has fulfilled 
the legal requirements for setting up. ESAC accreditation is essential for 
both PEOs and PEO brokers.

ESAC accreditation is evidence that your PEO or broker has proven 
financial stability, ethical business practices and regulatory compliance. 
About only 5% of PEOs have an ESAC accreditation, so considering this 
will significantly narrow the firms you focus on and save you a lot of 
time. You want to work with a firm that has met industry standards and 
proven that its business model is ethical and beneficial to its clients.

 2. Certification

Certification works mainly for Certified Professional Employer 
Organizations (CPEO), an IRS certification that shows the PEO is in 
good standing and can fulfill its obligation. Only 3% of PEOs have this 
certification. 

All good PEOs have accreditation, but not all have certification.

 3. Staff Member Credentials

Owing to the technical support you will get from your PEO, it is essential 
to make sure that a PEO has the experience and qualifications relevant 
to your business.

You could ask them for evidence of certification and training of their 
staff members on matters concerning labor laws, payroll and HR. The 
American Payroll Association (APA) has two levels of certification: 
the Fundamental Payroll Certification (APA) and the Certified Payroll 
Professional (CPP).
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Additionally, the HR Certification Institute (HRCI) has six certifications, 
including:

• Professional in Human Resource (PHR)
• Senior Professional in Human Resources (SPHR) certifications

Regional or National Scope

You’ll also find it useful to understand a PEO’s coverage, whether 
national or regional. National PEOs operate throughout the country and 
have clients in multiple states, while regional ones only focus on specific 
regions.

A regional PEO may have a more thorough understanding of local laws 
and regulations regarding your business because they are located in the 
same state as their clients. Regional PEOs are also more accessible and 
are found to be more flexible to suit smaller clients’ needs.

However, if your business works across multiple states, you may 
find that your regional PEO has limited reach and capacity to offer a 
wholesome service. In that case, you may want to consider working with 
a national PEO. Regional PEOs also provide the best customer services 
since they have fewer clients and a narrower focus than their federal 
counterparts.

On the other hand, a national PEO could be in either multiple states or 
out of state within the context of your business location. National PEOs 
may not be as accessible to your business, but some are conscious 
about proximity and therefore set up office in multiple states.

National PEOs invest in being up-to-date on the laws and regulations 
of all the states they operate in and the states their clients reside in. 
However, some national PEOs outsource their customer service to 
ensure that they give their clients a positive customer experience.
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How to Access PEO Services

There are two main ways through which you can access PEO services. 
The first is direct. With this approach and with this guide in hand, you 
scour the market and find the best firm for your company.

The other approach is through a broker. A PEO broker will take time 
to understand your business needs and source for you the best PEO 
bundle or PEO service for your business.

Why Use a PEO Broker?
So, which option do you take? Do you go directly to find and engage a 
PEO, or work with a broker?

As stated earlier, a PEO is a business whose specialty is pooling benefits 
together. PEOs generally take out workers’ comp, health and other 
insurance programs with A-rated carriers. They then start adding clients 
to these policies, and in return, each company receives a total purchase 
power of the entire group.

Since the risk is spread over many businesses, the annual increase in 
rates is significantly reduced. The approach allows small and medium 
enterprises to secure rates they would typically not be able to afford on 
their own.

Furthermore, businesses can leverage on a PEO’s state unemployment 
tax rate, which may be lower for a PEO, especially if your company has a 
high employee turnover rate.

On the other hand, a PEO broker is a person who works with and 
represents many different PEOs in multiple companies. PEOs working 
with a broker are like having an expanded sales force, which brings in 
more business to their company. Whereas there are few PEO that do 
not partner with brokers, many find it beneficial.

One of the main advantages of working with a PEO broker is that you 
once you submit a detailed quotation request, your broker, who has 
a thorough understanding of the market, can offer you suitable offers 
from multiple PEOs for you to choose.
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Working with a PEO broker, especially in regard to sourcing quotations 
from the market, has other benefits since:

• There are over 900 PEO services to choose from, and it will take 
you considerable time and patience to vet each of them according 
to your business needs.

• Requesting for quotes requires that you fill out multiple lengthy 
proposals. Furthermore, you may find that some PEOs have 
bundle rates that cannot be disaggregated.

You will find that brokers have leverage that you may not have as an 
individual company. A broker will leverage their relationships with 
existing PEOs to get you the best possible prices and bundles for your 
business. A broker essentially becomes your business advocate for 
sourcing for benefits and meeting your other related needs.

Lastly, seeking out PEOs directly means that you’d naturally find 
effective salespeople committed to convincing you to buy their 
products. But a broker is more neutral; a broker will approach the 
market with the sole intention of getting you the best possible deal.

A good deal for you is also beneficial to them because it adds to their 
reputation and means you’re likely to refer other businesses to them.

Why Work with MartinoWest?

MartinoWest is a PEO broker with extensive experience and deep 
relationships in the PEO market space. MartinoWest is the only PEO-
focused agency that offers PEO-focused products and explanations of 
PEO products for SMB businesses that make up the backbone of the 
American economy.
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Contact us

www.martinowest.com    |    info@martinowest.com


