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SETTING STRATEGY | Using a professional employer organization

Outsourcing HR makes time for making money

By ALAN GOFORTH
Special to The Star

Behind every successful small
business is an owner with a pas-
sion for the product or service it
provides. But as businesses
grow, owners often find them-
selves spending less time on ac-
tivities that can fuel continued
growth.

“The average small-business
owner spends 20 percent to 25
percent of his or her time on
nonproductive activities, such
as payroll or benefits,” said Mi-
lan P. Yager, executive vice pres-

ident of the Natjonal Associ-

ation of Professional Employer

Organizations in Alexandria, Va.

%nat lost time takes on added
importance in a slumping econ-
omy, he said, which is why some
small businesses outsource hu-
man resources to a professional
employer organization.

“The way many small busi-

nesses survive bad economic
times is to cut costs, which I re-
fer to as saving paper clips,”
Yager said. “But you can’t save
enough paper clips to make
money. At some point, you have
to increase revenues. What
PEOs do is give owners their
time back.”

The concept behind PEOs
isn’t new. Employers have been
using outside services for pay-
roll, insurance and other func-
tions for years. The difference is
that PEOs provide one-stop
shopping for everything from
payroll and risk management to
employee recruitment, reten-
tion and termination.

Don Farquharson took the
convenience of an in-house HR
department for granted when he
worked for Hallmark and other
large corporations. He had to
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scramble to find other op-
tions after he founded
MTTI-Wellspring, a health
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and wellness career school
in south Kansas City. The
business has 15 full-time and
20 to 25 part-time contract
employees.

“We had farmed out ser-
vices to a payroll company,
insurance company and at-
torneys,” he said. “We were
sued by an employee, and
because we didn’t have an
HR department, we had to
hire an attorney. When you
are paying an attorney $350
or more an hour, the pitch
for a PEO can be very seduc-
tive.”

Two years ago, Farquhar-
son began working with Ax-
cet HR Solutions, a 20-year-
old PEO in Lenexa. “I have
been in business for a long
time, and this service is
spot-on,” he said. “They
really are involved in our
business.”

More small businesses
such as MTTTI are beginning
to understand the benefits of
working with a PEQ, said
Jerry Diddle, CEO of Axcet.

“Back In 1988, the good
news is that we were the on-
ly company doing this in
Kansas City;” he said. “And
the bad news was we were
the only company doing this.
I never doubted the validity
of the concept, but the chal-
lenge was that no one had
heard of it before.”

Diddle said businesses
with 20 to 100 employees —
whether it’s a body shop, law
firm or light manufacturer
— have a lot of the same is-
sues.

“The challenge for small
employers is not having a
level playing field for the
benefits they can offer. We
can help give them the pur-
chasing power and protec-
tion of a larger company,” he
said.

Regulatory compliance is

an increasingly important
service for many clients,
Diddle said. “Employers are
behind the eight ball in com-
pliance, not just in knowing
what to do but in doing it,”
he said. “The challenge now
is that, in many cases, em-
ployees are better versed on
their rights than the em-
ployer is.”

Compliance takes on
heightened importance as
companies downsize.

“There is a whole new set
of issues in this environ-
ment, such as layoffs and a
rise in wrongful-termination
litigation,” he said. “We try to
be with our clients during
layoffs so they don’t make
mistakes.”

If anything, the slow econ-
omy is increasing demand
for PEOs. About 700 compa-
nies operating in all 50 states
generated $61 billion in gross
revenues last year, according
to the association. Axcet also

continues to see steady
growth.

“I have never faced a situa-
tion like this in 20 years of
business,” Diddle said. “I al-
ways asked myself if our
concept is sound and what
would happen in an eco-
nomic downturn. Not only
are we adding new clients,
we are growing at a very ac-
ceptable rate”

As an advocate for the in-
dustry, Yager would like see
more small businesses hire
PEOs. But he also encour-
ages owners to do their
homework.

“Find out if the PEO has
the expertise it says it does,”
he said. “When they talk the
talk, find out if they also walk
the walk. Ask yourself why
you are seeking a PEO,
whether it’s to free up more
time, retain employees or re-
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