

http://www.ana.net/AOR-tenure-report

EXECUTIVE SUMMARY

In 2023, the 4As and ANA released the “The Cost of the Pitch,” which revealed that the average
cost of an agency pitch for a client is approximately $408,500. Agencies also face significant
costs, spending an average of $204,460 responding to a new business pitch if not the incumbent
and $406,090 when defending an existing account. The study also revealed that a commitment to
developing long-term relationships ranked highest when asked what factors were most important to
reduce the need for an incumbent agency review. In “The Cost of the Pitch Il: The Rise of Value”
(2024), clients overwhelmingly (90 percent) cited that overall value and long-term ROl were more
important than cost savings. While cost is a critical entry point for agency selection, the demon-
strated value and performance of the agency play a crucial role in moving the client’s focus from
cost to value.

Client-Agency Relationship Tenure

The shift from a focus on cost to focus on value can only happen over time, as seen in a long-
term client-agency relationship. But what is considered long-term? Through our research we
found that one key piece of data was missing: the tenure of the average client-agency relation-
ship. Until now, the most recent data on client-agency relationship tenure was from a November
2016 report from R3, which indicated that the industry average tenure was just 3.2 years.

In late 2024, the ANA, representing client-side marketers, and the 4As, representing agencies,
surveyed their respective members on the length of their Agency of Record (AOR)!/retainer-based
contracts. This survey focused on AOR tenure, as the nature of project-based work makes it
impossible to measure a long-term relationship. Both surveys revealed a similar average AOR tenure:

MA 6.78 years 4 7.0 years
Ya 3

tAn agency of record (AOR) refers to an agency that has been designated as the primary agency responsible for managing and coordinating
either one specific part or all aspects of a client’s advertising and marketing activities. Advertisers may have multiple AORs assigned to specific
brands or activities.
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EXECUTIVE SUMMARY

Mandatory Reviews

During our research for “Cost of the Pitch” and “Cost of the Pitch II,” the practice of mandatory
reviews? came up repeatedly. It is difficult, if not impossible, to establish long-term value in a client-
agency relationship if there is a requirement to conduct a pitch at set intervals. As we know from
“Cost of the Pitch,” an agency review can cost the advertiser an average of $408,500.

Almost 60 percent of surveyed ANA members do not have a mandatory review period; therefore,
40 percent do. In contrast, in a 2023 4As survey, 59 percent of agency respondents indicated
they had been asked to participate in a mandated periodic review since the beginning of 2021.
(Of course, agencies have multiple clients.)

Mandatory review periods are often considered a legacy from the direct procurement world,
where year-over-year comparisons can be appropriate when commodities are purchased on a
relatively steady basis. That is not the case with agency services, and while mandatory review
periods are potentially beneficial for transparency, they frequently contribute to business disrup-
tions (for both client and agency) and shorter relationships, which may hamper a brand’s long-
term success.

“The Cost of the Pitch” and “The Cost of the Pitch II” reports
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2A holdover from direct procurement, some clients require contract reviews every set number of years. In the advertising industry, this equates
to an agency review/pitch.

3 | ANA/4As Client-Agency (AOR) Relationship Tenure m“\ ‘ ,45


https://www.aaaa.org/wp-content/uploads/2025/01/Mandated-Periodic-Agency-Reviews-Survey-Report.pdf
https://www.ana.net/miccontent/show/id/rr-2023-07-ana-4as-cost-of-the-pitch
https://www.ana.net/miccontent/show/id/rr-2024-06-ana-4as-ap-cost-of-the-pitch-ii

KEY FINDINGS

ANA Member Survey Key Data:
¢ Fielded August 20 to September 19, 2024
¢ 106 ANA client-side marketer members (six from client-agency relationships of 20 years or more)
e Average AOR client-agency relationship tenure is 6.78 years across all types of agencies.
e The average length of relationship does appear to be influenced by the type of agency.

o Longer relationships are observed for experiential, integrated full-service, and public
relations agencies.

o Shorter relationships are typical for digital and media-only agencies.

e 59 percent of respondents stated they do not have mandatory review periods for their
AOR contracts.

4As Member Survey Key Data:
e Fielded August 2024

* 6/ advertising agencies, reporting on 426 client relationships, representing AOR/Retainer
relationships among each agency’s top 10 clients (as defined by revenue):

o /8 percent independent agencies

o Most surveyed agencies are small to mid-sized businesses, with 76 percent having
fewer than 100 employees.

0 93 percent were integrated full-service agencies.

o 25 of the 67 agency respondents reported a total of 45 client relationships of 20 years
or more.

e Qverall, average AOR tenure for top clients (as defined by revenue) is 84 months, or 7.0 years.

¢ AOR/retainer-based relationships are crucial, with 67 percent of respondents indicating
more than half of their clients use this model.

¢ Independent agencies have an average AOR tenure of 7.3 years.

* |n contrast, agencies that are part of holding companies or private-equity-owned firms
report an average tenure of 5.8 years.

¢ National clients constitute the majority (55 percent) of AOR clients within the top 10 clients
across the reporting agencies.

e Agencies of all sizes demonstrate relatively comparable AOR tenures for their top clients.
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ANA Average AOR Tenure by Agency Type (In Years)*

Base: 106
Integrated, full-service creative and media _ 7.96

Creative only 6.75

Other: below the line, analytical, strategic, direct marketing/mail, branding 6.29

Media only 5.94

Digital 2.47

*Average across all agency types: 6.78 years

4As Average AOR Tenure by Agency Type and Size (In Years)*

Base: 67, 426 client-agency relationships

Interated full-service

~
w

Q. For each AOR/retainer-hased client that is in your top 10, what was the length of your relationship (tenure) in months as of August 2024?
*Average AOR tenure for top clients: 7.0 years
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ANA survey results reveal a significant variance in AOR tenure across different agency types.
Experiential agencies enjoy the longest relationships, averaging 10 years, followed by integrated
full-service and public relations agencies. In contrast, digital and media-only agencies experience
shorter tenures.

New digital technologies and platforms emerge frequently. This rapid pace of change may be

a cause of more frequent agency switches as clients seek partners with the latest expertise.
However, the pursuit of cost savings may also be a factor in these shorter tenures, as clients
sometimes switch media agencies to leverage competitive pricing and potentially lower their
overall marketing spending. Marketers should carefully weigh the potential benefits of short-term
cost-savings against the long-term value of a stable client-agency partnership.

However, the breakdown of AOR tenure by agency type from the 4As survey reveals some interesting
variations. For instance, integrated full-service agencies report an average tenure of 8/ months
(7.3 years), while media-only agencies have a significantly shorter average tenure of 44 months
(3.7 years), which aligns directionally with the data from the ANA survey.

For integrated, full-service agencies, which represented the majority of 4As respondents

(62 of 67), tenure was similar between the ANA and 4As respondents (7.96 vs 7.3 years).
The small sample of media-only agencies that participated in the 4As survey showed substantially
shorter tenure for 4As respondents compared to those from the ANA (3.67 vs 6.75 years).

Average Length of Relationship by Agency Type (In Years)

ANA Base: 71 (35 integrated, full-service; 36 media-only)
4As Base: 67 (62 integrated, full-service; 4 media-only*, 1 other), 426 client-agency relationships

M Integrated B Media Only

7.96

ANA 4As

*Caution: Extremely small sample size. Should be considered informational only.
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4As Prevalence of AOR Relationships Among Top 10 Clients
Base: 67
Number of AOR/Retainer-Based Number of
0 - 4 Accounts Among Top 10 Clients et Responses*
1 I s 0 6% 4
2 M 2 1 7% 5
+ o ? % ?
3 4% 3
4 - 4
4 6% 4
s I 0 s = -
¢ N s 6 4% 3
7 I 3 7 4% 3
s I © ; % °
9 16% 11
o I
10 24% 16
1o I s =i ST =
Q. Thinking only about your top 10 clients by revenue, how many of them are AOR/retainer-based, ongoing relationships?
*“Number of Responses” is the same as number of agencies
**Does not add up to 100% due to rounding

AOR/retainer-based relationships are the most common type of relationship among the top 10
clients for most agencies. This suggests that agencies prioritize building long-term relationships
with their key clients, fostering stability and deeper collaboration.

While AOR/retainer relationships are dominant, there is still a segment of agencies with a smaller
proportion of such relationships among their top 10 clients.

The dominance of AOR/retainer relationships within agencies’ top clients may reflect an industry
trend toward greater emphasis on long-term strategic partnerships between agencies and clients.
This could be driven by the increasing complexity of marketing challenges and the need for
integrated solutions that require sustained collaboration.
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ANA Mandatory Review

Base: 106

Yes,
more often
than every

3 years
15.1%

Yes, every 3 years
or less frequent
25.5%

Q. Does your company or brand have a mandatory review period for AOR contracts?

The ANA survey results on mandatory review periods reveal a divided industry. Just under 60
percent of respondents stated they do not have mandatory review periods for their AOR contracts.

In contrast, 40.6 percent indicated they do have mandatory review periods, with 25.5 percent
stating they conduct a mandatory review every three years or less often and 15.1 percent con-
ducting reviews more frequently than every three years. This split highlights the ongoing industry
debate regarding mandatory reviews for agency contracts.
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4As Mandatory Periodic Reviews

Base: 59

No, we have not
participated or been
asked to participate

in a mandated periodic
agency review
40.7%

Yes, we have

participated in
a mandated
agency review
55.9%

Yes, we were asked to participate in a mandated
periodic agency review, but declined to participate
3.4%

Q. Since the beginning of 2021, has your agency participated in, or been asked to participate in, procurement or any otherwise mandated periodic
agency reviews for one or more of your clients?

As with the ANA data, the 4As survey results indicate a divided industry. Almost 56 percent
of agency respondents indicated that they participated in a mandated periodic agency review
between 2021 and 2023. Three percent indicated that they were asked to participate but
declined. The most common period was every five years, with three years being the second
most common period.

When asked whether the frequency of mandated periodic agency reviews has changed over
the past 10 years, 58 percent of agency respondents indicated that the frequency had stayed
roughly the same, while 19 percent indicated it had increased, 21 percent didn’t know, and
2 percent reported that the frequency of mandated periodic agency reviews had decreased.

Proponents argue that regular reviews promote transparency and accountability, and ensure
the agency remains alighed with the client’s needs. However, critics suggest that frequent reviews
can disrupt long-term relationship building, foster a short-term focus, and potentially lead to
unnecessary agency switches. The lack of consensus underscores the need for a nuanced
approach, tailored to specific client-agency dynamics and industry demands.

The 4As/ANA “Cost of the Pitch” study highlights the significant financial implications of these
reviews for both clients and agencies. Clients spend an average of $408,500 on a pitch, while
agencies invest an average of $204,460 for new business pitches and $406,090 to defend
existing accounts. Additionally, the study pointed out the potentially negative effects of reviews
on the current client-agency relationship in terms of trust. Given these expenses and the likely
erosion of trust, clients should carefully consider the necessity and potential benefits of manda-
tory reviews, especially when they occur frequently.
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ANA Mandatory Review by Average Length of AOR (In Years)

ANA Base: 106

8.07

5.54
3.82
No Yes, Yes,
every 3 years more often than
or less frequent every 3 years

Q. Does your company or brand have a mandatory review period for AOR contracts?

According to the ANA survey, marketers who do not conduct mandatory reviews report the longest
average tenure (8.07 years), while those with more frequent reviews experience shorter relationships.
While a mandatory review may not necessitate changing agencies, having a mandatory review
certainly increases the likelihood the agency will change.

This observation raises questions about the potential trade-offs between transparency and rela-
tionship longevity. It may be valuable for companies to carefully evaluate their review practices
and consider the potential impact on agency partnerships.
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CONCLUSIONS AND RECOMMENDATIONS

The advertising landscape is in constant flux, and the dynamics of client-agency relationships

are evolving at an unprecedented pace. Is it possible that transactional partnerships, characterized
by short-term projects and frequent agency switches, are giving way to a new era of collaboration?
If we use the R3 data point from 2016 of 3.2 years and contrast that with our recent findings of
7.0 years, one could draw the conclusion that clients are increasingly seeking long-term strategic
partners which can provide integrated solutions, navigate complex marketing challenges, and drive
sustainable business growth. This shift is driven by a multitude of factors, including the continued
increase and fragmentation of digital media, hyper-targeted consumer audiences, and the growing
demand for data-driven marketing strategies.

Trust, transparency, and mutual understanding are increasingly important for successful client-agency
relationships (“Cost of the Pitch,” 2023). In thinking about these relationships, it is important to
remember that like any business or personal relationship, they take work and constant communication.

¢ Institute a Client-Agency Relationship Management Program: To foster client-agency
relationships, the ANA/4As 2020 report, “The Business Case for Relationship Management,”
underscores the importance of establishing a Relationship Management Program to cultivate
trust, transparency, and mutual understanding. Such programs offer a platform for ongoing
dialogue, performance evaluation, and continuous improvement, enabling clients and agencies
to address challenges proactively and nurture a collaborative partnership. By investing in
relationship management, both clients and agencies can reap the rewards of a long-term
partnership, including enhanced communication, improved work quality, increased efficiency,
and ultimately, better business outcomes.

¢ Calculate the Value of Mandatory Reviews: The practice of mandatory contract reviews,
often leading to frequent agency pitches, can disrupt the development of value and trust,
and incur considerable costs for both clients and agencies as identified in “The Cost of
the Pitch” (2023). Clients must ask themselves if the costs of running an agency review
every three to five years delivers the value and cost savings they expect, especially once
one considers the disruption in marketing activities from switching agencies and the negative
impact on marketing performance and business results.

The 2024 report, “The Cost of the Pitch Il,” further emphasizes the increasing importance

of value over cost in client-agency relationships, suggesting that a focus on short-term cost savings
can hinder year-over-year value development through long-term partnerships. The industry appears
to be steadily progressing toward longer-term collaborations that realize the value of a client-agency
relationship. By nurturing trust, transparency, and open communication, clients and agencies
can cultivate enduring partnerships that drive business growth.
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ABOUT THE ANA

The mission of the ANA (Association of National Advertisers) is to drive growth for marketing
professionals, brands and businesses, the industry, and humanity. The ANA serves the marketing
needs of 20,000 brands by leveraging the 12-point ANA Growth Agenda, which has been endorsed
by the Global CMO Growth Council. The ANA's membership consists of U.S. and international
companies, including client-side marketers, nonprofits, fundraisers, and marketing solutions providers
(data science and technology companies, ad agencies, publishers, media companies, suppliers,
and vendors). The ANA creates Marketing Growth Champions by serving, educating, and advocating
for more than 50,000 industry members that collectively invest more than $400 billion in marketing
and advertising annually.

As

ABOUT THE 4AS

The 4As was established in 1917 to promote, advance, and defend the interests of our member
agencies, employees, and the advertising and marketing industries overall. We empower and
equip our members to confidently navigate the ever-changing ecosystem of the agency world.
We ensure they remain relevant, are positioned to compete, and have the resources to thrive
and grow. With a focus on advocacy, talent, and creating impact, the organization serves over
600 member agencies across 1,200 offices, which help direct more than 85 percent of total U.S.
advertising spend. The 4As includes the 4As Benefits division, which insures more than 160,000
employees; the government relations team, who advocate for policies to support the industry;
and the 4As Foundation, which advocates for and connects multicultural talent to the marketing
industry by fostering a culture of curiosity, creativity, and craft to fuel a more equitable future
for the industry.
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