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The agency business is tough, and getting tougher. Agencies face many challenges, 
including:

• The direct access to many of the new DIY technologies that strip some of the magic 
from agency work 

• The explosion of analytics, which often leads to clients measuring the wrong metrics 
for the wrong reasons and often setting unrealistic expectations

• The challenge of hiring well – both to serve the agency and the clients’ needs and 
often competing with client organizations for that talent

• The demand for accountability despite the client’s ability to provide proper metrics for 
their prospecting, sales and customer value

• Shrinking budgets but escalating expectations 
• The revolving CMO door, meaning many agencies have to survive several new points 

of contact

(SS�VM�[OPZ�JVTIPULZ�[V�JYLH[L�H�]LY`�KPѝJ\S[�LU]PYVUTLU[�PU�^OPJO�HNLUJPLZ�T\Z[�
identify, connect with and earn the trust of their prospects, while working equally hard 
at retaining their current clients. 

In the summer of 2014, Agency Management Institute, a consultancy that helps 
marketing, PR, digital and advertising agencies be more successful, partnered with 
Audience Audit, specialists in audience research, to conduct an original study exploring 
the reasons that organizations hire agencies, what they’re looking for and how 
agencies can position themselves for relevance with their target customers.

Because we wanted a statistically reliable study, rather than the opinions of a few 
agency owners in a focus group, we elected to conduct a custom quantitative 
attitudinal segmentation study. Our goal was to understand the key attitudes driving 
substantially sized groups of marketing services purchasers and to identify those 
groups by shared needs, beliefs and behaviors. We also wanted to understand the 
KPќLYLUJLZ�IL[^LLU�[OVZL�NYV\WZ��ZV�WYVZWLJ[Z�JV\SK�IL�JH[LNVYPaLK�HJJ\YH[LS �̀

Ultimately, we wanted to understand what agency prospects valued and needed 
and how they chose to meet those needs, so that agencies can determine their best 
prospects and how best to reach and resonate with them.

To achieve a sizable respondent sample, we turned to Luth Research, which 
ZWLJPHSPaLZ�PU�WYV]PKPUN�JHYLM\SS`�J\YH[LK�YLZWVUKLU[�WHULSZ�MVY�YLZLHYJO��3\[O�VќLYLK�H�
panel of over 250 U.S.-based respondents who met our criteria:

• Their organizations have annual marketing budgets of $1 million or less;
• They are decision-makers with respect to hiring marketing service providers;
• They have in the past, are considering, or are currently working with a marketing, 

branding or advertising agency.

Introduction



Respondents from 271 
organizations participated 
in the study. While we were 
UV[�ZWLJPÄJHSS`�H[[LTW[PUN�
to establish a nationally 
representative sample, 
respondents came from 
across the U.S. 

61% of the respondents 
indicated that they are the 
ÄUHS�KLJPZPVU�THRLY�^OLU�
it comes to hiring marketing 
ZLY]PJL�WYV]PKLYZ��^OPSL�� ��ZHPK�[OL`�HYL�]LY`�PUÅ\LU[PHS�PU�[OL�KLJPZPVU�

48% of respondents said they serve in an executive or administrative role in their 
organization, which 19% are in IT or technology and 9% are in a marketing role.

The sample is split almost perfectly in half by gender, with 51% male and 49% female. 
50% of respondents are age 34-49, while 21% are under 34 and 29% are age 50 or 
older.

Respondents’ organizations span a wide range of industries, size and revenue levels. 
22% are in business services and 16% are in consumer services, with a range of 
other industries cited by the remaining 62%.

Organizations ranged in size from one employee to 100 or more, and 64% of them 
have been in business for more than ten years.

Revenue levels varied widely — 9% say their company generates less than $50,000 
a year, while 21% generate over $5 million. Annual marketing budgets range from 
less than $20,000 to $1 million a year.

����VM�YLZWVUKLU[Z�ZHPK�[OLPY�VYNHUPaH[PVU�OHZ�H�KLKPJH[LK�THYRL[PUN�Z[Hќ�VM���
WLVWSL�VY�ML^LY"�����OH]L�H�Z[Hќ�ZPaL�NYLH[LY�[OHU����

The Respondents

The Organizations

271 organizations participated in the study



Responses to a series of attitudinal questions revealed 
three segments within the marketing decision-makers in 
V\Y�Z\Y]L �̀�,HJO�OHZ�H�]LY`�KPќLYLU[�WLYZWLJ[P]L�VU�[OL�
role they want their agencies to play, how they choose 
the agencies they work with, and the aspects of agencies 
[OL`�ÄUK�TVZ[�]HS\HISL��HUK�TVZ[�MY\Z[YH[PUN��

One of the fascinating insights of this study is that, 
KLZWP[L�[OLPY�KPќLYLU[�H[[P[\KLZ�HIV\[�HNLUJPLZ��[OLPY�
KLTVNYHWOPJZ�HYL�]LY`�T\JO�HSPRL��;OLYL�PZ�UV�KPќLYLUJL�
between the segments in industry, maturity, size or annual revenue.

It’s not until we drilled down to their beliefs, what they valued and how they behaved 
[OH[�^L�JV\SK�JYLH[L�\ZLM\S�ZLNTLU[Z�[OH[�[Y\S`�KPќLYLU[PH[LK�[OLT�MYVT�VUL�HUV[OLY�

All of the segments generally agree that a key value of agencies is to conduct 
THYRL[PUN�HJ[P]P[PLZ�[OLPY�V^U�Z[Hќ�KVLZU»[�OH]L�[PTL�[V�[HJRSL��[OH[�[OL�ILZ[�HNLUJPLZ�
ULLK�[V�ZWLJPHSPaL�PU�H�WHY[PJ\SHY�HZWLJ[�VM�THYRL[PUN��HUK�[OH[�ÄUKPUN�[OL�YPNO[�
HNLUJ`�PZ�TVZ[S`�HIV\[�H�NVVK�WLYZVUHSP[`�Ä[�

The Segments



Respondents in the “Looking for Love” 
segment value agencies as a critical 
partner for business success. For this 
group, agencies are a key participant 
PU�Z[YH[LNPJ�WSHUUPUN�LќVY[Z��H�[Y\Z[LK�
source of new ideas and insights about 
marketing trends, and a tactical partner 
across a wide range of marketing services 
and expertise. They feel it’s important to 
develop a long-term relationship with an 
agency, and expect that if their agency 
KVLZU»[�OH]L�HU�HUZ^LY�[OL`»SS�RUV^�^OLYL�[V�ÄUK�P[�

This segment believes that agencies are the best 
resource for strong marketing strategy and that 
they need agencies to provide an unbiased outside 
opinion about their needs. They go further and say 
that they believe an agency is a critical partner for 
their business success.

This group feels it’s important to engage with their 
HNLUJ`�L]LU�^OLU�[OL`�HYLU»[�^VYRPUN�VU�H�ZWLJPÄJ�

initiative, prefer smaller agencies for talent, and prefer working with a 
single agency vs. a collection of individual specialists. 

While our respondent group was almost evenly split between men and 
women, “Looking for Love” segment members are statistically more 
SPRLS`�[V�IL�^VTLU�������[OHU�HYL�[OL�V[OLY�[^V�ZLNTLU[Z�

Segment 1: Looking for Love 
�� ��VM�YLZWVUKLU[Z�

29%
Looking for Love



This group sees hiring a marketing or 
advertising agency as a necessary evil 
to gain specialized expertise. They prefer 
to work with subject matter experts, and 
feel it’s important to change agencies 
periodically even if they’re doing a good 
job. 

They prioritize youth and enthusiasm over 
age and experience, and believe that larger 
agencies have the best talent. They do, 
however, believe that smaller agencies are more 
focused on the needs of their clients.

This segment has the highest marketing 
budgets of all three segments and prefers to 
spend it with agencies with specialty niche 
expertise.

Respondents in this group are much more 
likely to engage agencies only when they have 
H�ZWLJPÄJ�HJ[P]P[`�PU�TPUK��;OL`�^HU[�[V�I\`�
tactical expertise.

Segment 2: Playing the Field 
�����VM�YLZWVUKLU[Z�

38%
Playing the Field



Respondents in this segment feel their 
VYNHUPaH[PVUZ�HYL�MHPYS`�ZLSM�Z\ѝJPLU[�^OLU�
it comes to marketing. They believe that 
they have clear marketing plans and know 
exactly what they want. When they do 
use agencies for strategy, it’s as a source 
of ideas that can be executed by the 
organization in-house.

They are the least likely to feel that 
agencies are the best resource for 
marketing strategy, innovative ideas, digital marketing  
or tactical execution.

They are the most likely to have multiple agencies but 
they’re also likely to work with all of these agencies for 
3+ years.

:LNTLU[��!�:PUNSL�HUK�:H[PZÄLK�
�����VM�YLZWVUKLU[Z�

33%
6LQJOH�DQG�6DWLVðHG



While revenue is very consistent across segments, marketing spend isn’t. “Looking 
for Love” segment members report much lower marketing spending, even at 
comparable revenue levels to the other segments. They are also the least likely to 
OH]L�H�KLKPJH[LK�THYRL[PUN�Z[Hќ�

34% of “Looking for Love” respondents say their organization spends less than 
$10,000/year on marketing, while only 12% and 19% of “Playing the Field” and 
¸:PUNSL�HUK�:H[PZÄLK¹, respectively, spend that amount. This gap exists even 
among those organizations generating the highest revenue: Among organizations 
with revenue of at least $500,000/year, 22% of “Looking for Love” respondents 
say they spend less than $10,000 on marketing, while those numbers are below 5% 
for the other two segments.

“Looking for Love” segment members are also 
[OL�SLHZ[�SPRLS`�[V�OH]L�H�KLKPJH[LK�THYRL[PUN�Z[Hќ�
— only 34%, compared to 65% of “Playing the 
Field” segment members and 51% of “Single 
HUK�:H[PZÄLK¹ respondents. Even when they do 
OH]L�H�Z[Hќ��“Looking for Love” respondents 
OH]L�H�T\JO�ZTHSSLY�Z[Hќ�·�ULHYS`�[^V�[OPYKZ�
YLWVY[�H�THYRL[PUN�Z[Hќ�VM�[OYLL�WLVWSL�VY�ML^LY��
Among organizations with annual revenue of 
$500,000 or more, nearly 2/3 of “Looking for 
Love”�YLZWVUKLU[Z�^OV�OH]L�H�KLKPJH[LK�Z[Hќ�ZH`�P[»Z�VUS`���WLVWSL�VY�ML^LY�

Most respondents use analytics to some degree, but only 22% say they use them 
“all the time” to make business decisions. “Looking for Love” respondents are 
more likely to say they use them only “sometimes”.

“Looking for Love” respondents are much more 
likely to depend on customer referrals and word of 
mouth - 98% cite this as a regularly used marketing 
tactic. They are also using website development, 
networking and email to their list frequently.

“Playing the Field” respondents are less likely to 
use any of these tactics than the other two segments. 

Only 33% say they are regularly emailing to their own list, while a similar percentage 
say they regularly email to rented or purchased lists. This segment is more likely than 
the others to have tried a wide range of marketing tactics.

Marketing Activity/Spend

��ZLWK�GHGLFDWHG�PDUNHWLQJ�VWDσ

rely on 

referrals and 

word of mouth



Respondents cited “understanding which marketing tactics make the most sense for 
us” and “converting prospects into customers” as their biggest challenges. However, 
every item on our list was rated as a challenge for agencies to some extent.

Segment 1, “Looking for Love”, cited understanding which tactics 
[V�\ZL��KL]LSVWPUN�WYVJLZZLZ�[V�Z[YLHTSPUL�THYRL[PUN�HUK�ÄUKPUN�
the right marketing partners as greater challenges than do the 
other segments. They appear to feel less challenged with regard to 
understanding their best target customers and creating content.

For Segment 2, “Playing the Field”, understanding their best target 
customers is a greater challenge than for the other segments. They 
also struggle with creating content and developing a functional 
database of customers and prospects to a greater extent than the 
other segments.

Segment 3, ¸:PUNSL�HUK�:H[PZÄLK¹, appears to feel less challenged 
overall than the other segments, although their scores still fall to the 
right of the “neutral” line.

“Looking for Love” respondents are the most likely to believe that an agency can 
¸KLÄUP[LS`¹�ZVS]L�[OLPY�THYRL[PUN�JOHSSLUNLZ�������

Challenges Facing the Segments



42% of respondents say they have an agency now, or are in the process of hiring 
one. 25% have never had an agency but are considering it, and 34% say they have 
\ZLK�HU�HNLUJ`�PU�[OL�WHZ[�I\[�KVU»[�OH]L�VUL�J\YYLU[S �̀�;OLZL�ÄN\YLZ�HYL�MHPYS`�
consistent across segments.

Among those with an agency, slightly more than half say they have a relationship with 
VUS`�VUL��;OPZ�ÄN\YL�PZ�OPNOLZ[�HTVUN�“Looking for Love”�YLZWVUKLU[Z��� ���HUK�
lowest among ¸:PUNSL�HUK�:H[PZÄLK¹������VM�^OVT�OH]L�TVYL�[OHU�VUL�HNLUJ`��

Almost a third of each segment have a relationship with two agencies and 5% of the 
“Playing the Field”�ZLNTLU[�YLWVY[�YLSH[PVUZOPWZ�^P[O�Ä]L�VY�TVYL�HNLUJPLZ��

“Looking for Love” segment members also report working with smaller agencies 
·�ULHYS`�����^VYR�^P[O�HNLUJPLZ�OH]PUN����VY�ML^LY�LTWSV`LLZ��^OPSL�[OPZ�ÄN\YL�PZ�
about 45% for the other two segments.

Most respondents say they have had a relationship with their primary agency for at 
least 3 years.

6M�[OVZL�^P[O�HU�HNLUJ`�J\YYLU[S �̀�����YLWVY[�ILPUN�¸L_[YLTLS`�ZH[PZÄLK¹�HUK�����
YLWVY[�ILPUN�¸ZVTL^OH[�ZH[PZÄLK¹��

Among the 34% of respondents who have had an agency in the past but don’t have 
VUL�J\YYLU[S �̀�YLHZVUZ�]HY`�ZPNUPÄJHU[S`�HZ�[V�^O`�[OH[�PZ�[OL�JHZL��(TVUN�“Looking 
for Love” respondents, 52% say they simply haven’t found the right agency. Among 
¸:PUNSL�HUK�:H[PZÄLK¹ respondents, nearly half say their in-house marketing team 
can handle the work required.

Among the 25% of respondents who have never had an agency but are now 
considering it, just over 1/3 say they don’t have the budget to work with an agency, 
and another 1/3 say the don’t know what they need, so they don’t know who to hire. 
This latter rational is particularly prevalent among “Playing the Field” respondents, 
half of whom say this is the reason they don’t have an agency. 27% of “Looking for 
Love” segment members who have never had an agency say they haven’t engaged 
in any marketing activities.

57% of respondents say they have worked with marketing freelancers in the past, a 
ÄN\YL�[OH[�PZ�JVUZPZ[LU[�HJYVZZ�ZLNTLU[Z�

Agency Relationships

Why No Agency?



The majority of respondents - 69% - report paying their agencies 
on a project billing basis. 38% report hourly billing with their 

agency. “Playing the Field” respondents are 
less likely than the other segments to engage 
in project billing, and more likely to use hourly 
billing. ¸:PUNSL�HUK�:H[PZÄLK¹ respondents 
are the most likely to report having 
a retainer relationship with their 
HNLUJ`��� ���

Only 21% of respondents report a “pay for 
performance” relationship with their agency, a level 
that is consistent across segments. 18% report 
paying based on media commissions.

Doing research online and asking colleagues in their industry are the two most 
valuable resources for learning about agencies. 64% of respondents listed online 
research as their most favored method with 58% saying they seek the input of 
colleagues, current vendors and partners. 

Many say they include local agencies and encounter agencies 
at conferences.

“Playing the Field” respondents are less likely to cite most 
HWWYVHJOLZ�MVY�ÄUKPUN�HNLUJPLZ�

Social media, overall, fell somewhat lower on the list in terms 
of value in this area. But if an agency has a blog that delves 
into their area of expertise, it can still be of value, especially 

to  “Playing the Field” respondents who are the most likely to consider LinkedIn, 
-HJLIVVR�HUK�;̂ P[[LY�]HS\HISL�PU�[OPZ�LќVY[�

4VZ[�YLZWVUKLU[Z�ZH`�[OL`�JVUZPKLY�����HNLUJPLZ�^OLU�PU�OPYPUN�TVKL�������� 
 19% consider only a single agency.

Compensation

Finding and Hiring Agencies

Project billing

Hourly billing

Retainer



Overall, agencies are clearly favored relative to freelancers with regard to qualities 
such as “strategic”, “expert”, “reliable”, “client-focused”, and more. This is particularly 
true among those respondents currently using an agency, but can also be seen 
among those who have had an agency in the past and those who have never had an 
agency but are considering one.

Among those respondents who currently have an agency or have worked with one 
in the past, “Playing the Field” segment members are most favorable with regard 
to agencies vs. freelancers. They are more likely to feel agencies are responsive, 
reliable, are a better value, have more expertise and are more fun to work with.

Despite their reliance on agencies, “Looking for Love” respondents are more likely 
to rate agencies as being comparable to freelancers when it comes to value and 
being fun to work with.

“Looking for Love” respondents are much more 
likely to report engaging their agency throughout 
marketing planning and execution activities — 
69%, vs. roughly 40% for of respondents in the 
other two segments. They are also more likely to 
IYPUN�PU�[OLPY�HNLUJ`�^OLU�[OL`�OH]L�H�ZWLJPÄJ�
LSLTLU[�[OH[�YLX\PYLZ�[OLPY�OLSW�������]Z������MVY�
“Playing the Field” and 36% for “Single and 
:H[PZÄLK¹�YLZWVUKLU[Z��

How They Feel About Agencies

How They Work With Agencies

% that will bring in an agency for 

VSHFLðF�HOHPHQWV



In an open-ended question, respondents were 
asked to identify the one thing they wish agencies 
would start doing. These responses were 
categorized, and are distributed across a wide 
range of topics. The most consistently referenced 
HYL�PTWYV]LK�JVTT\UPJH[PVU�������HUK�SV^LY�JVZ[�
�������HS[OV\NO�PZZ\LZ�Z\JO�HZ�YLZWVUZP]LULZZ��
collaboration, and understanding show up as well, 
and could certainly be considered under a larger 
“communication” umbrella.

0U[LYLZ[PUNS �̀�[OLYL�^HZ�UV�ZPNUPÄJHU[�KPќLYLUJL�
between the segments on this question. They 
were all of one mind on wanting better and more 
communication and more transparency and control 
over their costs.

If the segments were aligned in what agencies should start doing, they were 
absolutely on the same page when it came to what agencies should stop doing. 

Also an open-ended question, the responses 
on this topic clustered dramatically in one area 
- being pushy. 30% of “Looking for Love” 
respondents, 36% of “Playing the Field” 
and 21% of ¸:PUNSL�HUK�:H[PZÄLK¹ segment 
members cited suggestions in this category.

*VZ[�^HZ�YLMLYLUJLK�ZPNUPÄJHU[S`�SLZZ�VM[LU��H[�
17% of responses.

What Agencies Should Start Doing

What Agencies Should Stop Doing

improve 

communication

lower cost

% who say agencies should stop being 

pushy


