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Vendor Relationships
The PEO’s benefits, workers’ compensation plan, or employment 
practices liability insurance (EPLI) carriers, or the PEO’s own 
risk tolerance, may place client evaluation restrictions on it. 
There could also be limitations on industries, or even client size. 
For example, many workers’ compensation programs are leery 
of high-risk industries (e.g., trucking and construction). Others 
prefer a varied industry mix that includes white-, gray-, and 
blue-collar clients. Some EPLI carriers are wary of white-collar 
businesses such as law firms. Employee benefits carrier client 
evaluation practices may prohibit accepting clients with fewer 
than a certain number of participating employees. Most PEOs 
have their own client evaluation restrictions and risk tolerance 
levels as well. They are sensitive to protecting their plans to ensure 
stability for future growth.

Geography
Some PEOs register their businesses in all states, while others 
are restricted to specific states for one reason or another. Perhaps 
they cannot meet financial criteria in a particular state and 
choose not to take on any client with payroll there. There may 
not be enough viable sales prospects to warrant sales efforts in a 
particular geographic area. 

Financial
There are financial considerations as well. Many PEOs are willing 
to take on lower revenue generating clients for strategic reasons 
such as a good referral source or a strategic alliance. Others will 
take on any client that meets or exceeds a certain minimum gross 
margin. A PEO that is funded by an outside source may have 
pressure to take on more profitable business, or perhaps focus on 
reaching a certain worksite employee count. In any case, this will 
have an effect on the client base.

Sales Structure
There is often a limitation in the target client based on the 
structure of the sales force. If the PEO employs internal sales 
staff and/or uses a direct sales model, there may be a geographic 
limitation. Some consciously put efforts into vertical or niche 

Jean Goldstein
The ideal client may be defined as one who benefits from the 
services your company provides. The ideal client will be loyal 
to your company, frequently use your services, and is likely to 
recommend you to others. Does this definition hold true for 
PEOs? I’m going to go out on a limb and say there is such a 
thing as an ideal PEO client, but because PEOs come in all 
shapes and sizes, vary in structure, vendor relationships, scopes 
of services, and many other aspects, the ideal client will mean 
different things to different PEOs. 

My opinion aside, an argument can be made for both sides. 
Some may contend that there is an ideal PEO client. Many 
may define their ideal client as the one that can pay or generate 
high margin. Others may believe it is the client that is low risk, 
and even others may contend it is the client who can help you 
grow your business by providing a referral source or acting as a 
reference. Potentially, the ideal client may be a combination of 
all these aspects. Those who believe there is no ideal client may 
not want to exclude any audience while chasing pure growth or a 
predetermined client type. 

Whatever your school of thought, the following factors will 
play into determining the characteristics of a client that will 
partner best with an individual PEO.

Service Offerings
Most PEOs offer payroll, benefits, human resources, compliance 
assistance, and risk management. Some emphasize a particular 
benefit or service over another, and that focus may lead them 
toward certain industries or client types. Some provide human 
resources outsourcing (HRO) or administrative service organi-
zation (ASO) arrangements, and these offerings can allow them 
to broaden their sales efforts and focus to varied industries.

Business Cycle
The stage of the business cycle the PEO is in is a consideration 
as well. When a PEO is in start-up mode, it is working hard to 
get the word out, build a reputation, and grow headcount. It may 
be willing to take on any client that will sign on. More seasoned 
PEOs can be selective.

The Ideal PEO Client

Does it Exist?
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onboarding, and open enrollment. Businesses that have no home 
office and staff members that telecommute would not be ideal 
clients. The internal structure of a PEO may also affect client size. 
Smaller PEOs may limit the client worksite employee count per 
individual client. 

Sometimes the client makeup happens organically and 
develops over time with the influence of the items mentioned 
above. Other times, PEOs strategically focus on certain industries 
for one or another reason—be it risk tolerance, technology 
considerations, or for other reasons. Some may focus on clients of 
a specific number of worksite employees or a range of sizes, while 
many have a singular focus, servicing only a specific industry 
regardless of the individual worksite employee count. 

In the end, it is not whether the ideal client exists in the 
PEO world, but whether or not a PEO understands its own 
definition of the ideal client. Taking into consideration the factors 
outlined above may be the one of the most important things a 
PEO can do in helping to support that definition on behalf of its 
business. l

Jean Goldstein is principle of PEO Advisory Services, Inc., based 
in Nesconset, New York.

markets based on sales talent. In addition, the commission and 
bonus structure offered to the sales representatives may affect the 
type of client they focus on. If the PEO uses a broker network, 
it may need to be more open to varied industries and physical 
location. If a PEO has a large client referral source, over time it 
may naturally lean toward a certain industry or vertical.

Technology 
Technology is increasingly becoming a significant factor in 
a client’s decision to select a particular PEO. If the PEO is 
technologically advanced—offering, for example, only electronic, 
online payroll submittal—this may limit the type of client able 
to meet these criteria. These are probably white-collar businesses 
that themselves are advanced. Conversely, a PEO that sells high-
touch service may cater to the less sophisticated client their more 
tech-savvy competitors are not willing to take on. These types of 
clients could be from a variety of industries.

Banking
There are banking facets that will determine the type of client a 
PEO may engage. Things like solely offering direct deposit may 
eliminate businesses that employ workers requiring live checks. 
Requiring prepayment of funds by several days may limit certain 
start-up entities or those tight on cash flow.

Structure and Staffing
Internal structure and staffing will also affect the potential 
client base. If a PEO sells a high-touch service, it is most likely 
structured to visit clients for things such as employee relations, 

What market intelligence have you gathered 
from your personal interactions with PEO 
prospects? 
We have found that a lot of the smaller businesses truly 
do not know the local business climate. The United States 
business market has been growing and the unemployment 
rate has been declining. While that is great, a major challenge 
for business owners is a surplus of job openings and not 
enough applicants to fill those jobs. 

For business owners today, attracting and retaining 
employees is a major concern, thus having a strong human 
resources platform to fill and keep those positions filled, 
with low turnover, is a strong business case to present to an 
organization. They are struggling to keep employees. A PEO 
can significantly impact a business by not only providing 
an excellent infrastructure to attract qualified candidates, 
but also by providing what it needs to provide on a human 
resource front to retain these employees. 

Tim Austin, VP Sales
Matthew Lisi, Sales Manager

Group Management Services, Inc., Richfield, Ohio
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