
 

 

 

 

 

 

 

A Professional Employer Organization (P.E.O.) is a company that provides 

comprehensive HR outsourcing services to small and medium-sized businesses. While 

P.E.O.s can offer several benefits, there are also potential negatives or drawbacks to 

consider: 

 

Loss of Control: When you partner with a P.E.O., you are essentially outsourcing a 

significant portion of your HR responsibilities. This can result in a loss of control over 

certain aspects of your business, including HR policies, employee management, and 

decision-making. 

Cultural Alignment: P.E.O.s work with a variety of clients, each with their own 

unique company culture. It can sometimes be challenging to ensure that the P.E.O.'s 

approach aligns well with your company's values and culture, potentially leading to 

conflicts or misunderstandings. 

Communication Challenges: As you introduce a third-party organization into your 

HR operations, there could be challenges related to communication. Ensuring that all 

parties are on the same page and that information is effectively shared can be more 

complex when working with a P.E.O. 

Limited Flexibility: P.E.O.s often provide standardized HR services and packages. 

This might limit your ability to tailor HR solutions to your specific needs or to adapt 

quickly to changing circumstances within your business. 

Cost Considerations: While P.E.O.s can streamline HR operations and potentially 

save costs, there are also fees associated with their services. It's important to carefully 

evaluate whether the benefits they provide outweigh the financial investment. 

Complex Contracts: P.E.O. contracts can be complex and may involve various terms, 

conditions, and fees. Understanding the details of the contract and ensuring that you're 

aware of all costs and responsibilities is crucial to avoiding any surprises. 

Data Security: When outsourcing HR functions to a P.E.O., sensitive employee data 

will need to be shared. Ensuring the security and privacy of this data is essential, and 

you should thoroughly evaluate the P.E.O.'s data protection measures. 
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Employee Perception: Some employees might perceive the introduction of a P.E.O. 

as a sign of instability or uncertainty within the company. It's important to manage 

employee communication effectively to alleviate any concerns and maintain a positive 

work environment. 

Transition Challenges: The process of transitioning HR functions to a P.E.O. can be 

disruptive and time-consuming. It might take time for both your employees and the 

P.E.O. to fully adapt to the new arrangement. 

Lack of Customization: While P.E.O.s offer standardized services; they might not be 

able to provide the same level of customization that an in-house HR team could offer. 

This could impact your ability to implement unique HR strategies tailored to your 

company's needs. 

Ultimately, whether the negatives outweigh the positives of a P.E.O. depends on your 

company's specific circumstances, needs, and priorities. Thorough research and careful 

consideration of your options are crucial before deciding.  

 

The professionals at Total Benefit Solutions are independent and can evaluate the PEO 

offerings of multiple PEO organizations.  It’s important to gauge the pros and cons of 

each PEO separately to confirm which one may be a good fit you’re your organization. 

Ask us today if you are considering moving your workforce to a PEO or co-employment 

situation.  
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