
Outsourcing Your  
Human Resource Services 

Comparing the ASO and PEO Models

This white paper is an overview of primary HR-outsourcing 
models that provide adaptable human resource services. 
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Outsourcing organizations 
provide adaptable HR 
services that free up time 
and resources so business 
owners can focus on 
activities that contribute 
directly to their company’s 
bottom line. 
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An administrative services 
organization (ASO) cost 
effectively offers human 
resources, payroll, and 
benefits administration. 
The professional employer 
organization (PEO) model 
delivers similar services while 
providing the negotiating 
power of a larger company.
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When evaluating an ASO or 
PEO model for your company, 
consider the potential impact 
on your company, customers, 
and competition.

Customer Competition

Company
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At a Glance: Comparing PEOs and ASOs

PEO ASO

Employees •  “Co-employment” 
relationship between 
business and PEO. 

•  Responsibilities may 
be shared between the 
employer and the PEO 
under certain statutes  
and regulations.

•  Traditional employer-
employee relationship. 

•  Employee relations 
compliance is the  
sole responsibility  
of the employer.

Health Insurance •  Can group a larger 
number of employees in  
a plan, offering greater 
long-term stability and 
broader choices. 

•  Pre-established carrier 
options and network. 

•  Simpler administration 
when employees are  
in multiple states.

•  More carrier choices, 
depending on geographic 
availability.

•  May require several 
carriers if employees are 
in more than one state.

State Unemployment 
Insurance

•  Where allowed by 
law, PEOs may group 
employees together for 
rate and experience 
stability. 

•  Assistance with hiring  
and retention best 
practices to limit 
unemployment exposure.

•  Coverage based solely on 
the company’s rating and 
experience, an advantage 
for companies generating 
few claims.

•  Assistance with hiring  
and retention best 
practices to limit 
unemployment exposure.

Workers’ 
Compensation

•  May provide coverage 
under PEO policy where 
allowed by law.

•  Assistance with improving 
safety practices can help 
stabilize loss ratio.

•  Coverage under 
employer’s policy.

•  Not negatively affected  
by other companies’ 
claims/losses.

Claims, Safety  
and Loss

•  Assumes some 
responsibility and liability 
for insurance claims, 
safety and loss, etc.

•  Employer has 
responsibility and liability 
for insurance claims, 
safety and loss, etc.

Payroll •  Federal payroll taxes 
are remitted under the 
PEO’s federal employer 
identification number. 
Certain restrictions may 
apply for state income 
and unemployment taxes.

•  Payroll taxes are remitted 
under the employer’s 
federal employer 
identification number, 
which may provide 
flexibility for end-of-year 
tax filing.
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For health insurance, a PEO 
can group a larger number of 
employees in a plan, offering 
greater long-term stability 
and broader choices, whereas 
an ASO may offer more 
carrier choices, dependent on 
geographic availability.
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