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Rising costs, new employment legislation, 
changing workforce expectations, and a 

competitive job market have all caused HR to 
become much more time-consuming and complex 
for smaller employers.

To overcome today’s HR challenges, many 
business owners are choosing to explore 
outsourcing services that can help meet the needs 
of their business and employees. But one kind 
of HR solution is growing at a rapid pace due to 
the variety of services they offer – professional 
employer organizations (PEO).

PEOs allow small and medium-sized employers 
to outsource many HR responsibilities and 
functions. These can include payroll, employee 
benefits, risk management, compliance, recruiting, 
learning and development, performance 
management, and more.

Despite the popularity of PEOs and the impressive 
growth occurring in the industry (the number of 
worksite employees has grown 14 times 
higher than employment in the U.S. economy 
as a whole in the last 10 years), a number of 
myths have emerged about these organizations.

What are these myths, what do they mean for 
business owners, and most importantly – are they 
true or false?
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One of the most common 
reasons why business 

owners choose not to work 
with a PEO is that they believe 
this partnership won’t help 
reduce HR costs or will result 
in spending additional money.

Yet research and studies from 
the National Association 
of Professional Employer 
Organizations (NAPEO) 
have shown that PEOs DO 
help their clients save – often 
as much as 35% on their 
HR administration costs.

A PEO can also help small 
employers save on health 
insurance costs while actually 
improving the quality of 
healthcare. Not only does this 
save business owners money, 
but it also helps significantly 
with employee retention and 
recruiting new team members.
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Myth 1:
PEOs Don’t Help 

Their Clients 
Save Money



There is a lot of confusion 
that exists around 

what a PEO means for a 
client’s employees. The 
relationship that takes place 
is called co-employment. 
According to NAPEO, co-
employment is defined as the 
“contractual allocation and 
sharing of certain employer 
responsibilities between 
the PEO and the client, as 
delineated in a contract 
typically called a client 
service agreement (CSA).”

However, some business 
owners and employees 
believe that co-employment is 
the same thing as employee 
leasing – where a firm 
(often a staffing company) 
supplies new workers or 
contractors to a client, usually 
on a temporary basis.

There are a few major 
differences between co-
employment and employee 
leasing, but the most 
significant is that PEOs do 
not lease out employees or 
provide staff to their clients. 
Instead, clients keep complete 
control over all hiring and 
other employee-related 
decision making.

Additionally, business 
owners should know 
that in a co-employment 
relationship, employees have 
two employers: the client 
company and their PEO (the 
employer of record).
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Myth 2:

..PEOs do not lease 
out employees..“ ”

A PEO 
Relationship 
is the Same 

as Employee 
Leasing



Perhaps the most common 
misconception that exists 

about professional employer 
organizations is that they result in 
business owners losing control of 
their business and employees. 

But this myth is completely false, 
as owners and leaders retain 
full control and decision-making 
authority when partnering with a 
PEO. This is true of both day-to-
day decisions as well as any that 
relate to employee matters.

Once becoming a PEO client, 
business owners continue to make 
all personnel decisions such as 
hiring, firing, promotions, and 
giving raises – not the PEO.

Some PEOs do offer recruiting 
services to their clients and can 
help business owners attract 
and hire new employees. But 
the decision to interview and 
ultimately hire a candidate will 
rest solely with the business owner.
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Business 
Owners Lose 

Control of 
their Business 

and Employees

Myth 3:



We mentioned earlier how 
impressive the growth of the 

PEO industry has been, especially 
over the last 10 years. And this success 
has led to an increase in the number of 
professional employer organizations 
that exist in the market today.

Despite the number of PEOs, not all 
of these organizations are the same. 
In fact, there are certain traits and 
characteristics that differentiate one 
PEO from another. Some of the most 
common include:
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• National PEOs vs. Local PEOs
• HR Technology Offered
• Service Model
• Accreditation from ESAC
• Certified PEO (CPEO) Designation from the I.R.S.

There are many factors that go 
into selecting a PEO that is best for 
your business. Checking for ESAC 
Accreditation and CPEO status are two 
very important distinctions that should 
be looked for, along with things like HR 
technology and where the PEO is 
located.

All PEOs are 
the Same

Myth 4:
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Aconcern that some business 
owners share is that transitioning 

to a PEO will take too much effort and 
will be too complex.

However, the majority of PEOs 
have well-crafted, executable 
implementation and activation 
processes that make becoming a PEO 
client as easy as possible. 

Additionally, most PEOs have teams in 
place to help their new clients transition 
into the PEO relationship. These 
professionals help business leaders 
prepare for their implementation date 
and ensure that the process goes 
smoothly. These PEO professionals 
include individuals who specialize in:

• HR Management
• Payroll
• Client Activation
• Risk Management

• HR Compliance
• Employee Benefits
• New Client Onboarding

And these individuals are available 
to business owners beyond the 
implementation and activation processes 
as additional resources should questions 
arise and as the business grows.

Transitioning 
to a PEO is 

Too Complex 
and Difficult

Myth 5:



Aconcern that employers with 
dedicated HR employees have 

is that they will need to replace these 
individuals when partnering with a PEO. 
But this isn’t the case at all!

Just because a business brings on a PEO 
to handle certain HR responsibilities 
doesn’t mean they have to let go of their 
current HR personnel.

As a matter of fact, a PEO can assist 
HR employees with numerous tasks, 
especially around compliance issues.

In many cases, HR personnel end up 
benefiting from a PEO partnership as 
they gain additional resources that can 
make their jobs easier!

7

A PEO Will 
Replace HR 

Personnel

Myth 6:



8

Some of the myths listed in this 
eBook prevent business owners from 
considering a PEO as a viable solution to 
their HR challenges. 

But many of these myths have proven 
to be false, resulting in small employers 
missing out on HR services that can help 
reduce costs, improve employee benefits, 
and boost recruiting and retention. 

Don’t let these common myths prevent 
you from exploring and realizing the 
value of a PEO partnership!

Many 
Common PEO 
Myths Aren’t 
True – They 
are Fiction

610-213-9155

For More Information:

Contact Osprey Health: Learn More About PEO:www.ospreyhealth.com

https://ospreyhealth.com/contact-us-health-insurance-consulting-firm-philadelphia/
https://ospreyhealth.com/
https://ospreyhealth.com/payroll-outsourcing-human-resources-consulting-firm-philadelphia/



