When businesses compare paid media agency options, they often focus on channel strategy first. Then the quotes
start landing, and the real decision becomes more practical: how you are being charged, what that fee model

encourages, and how you will feel if results dip for a few weeks.

A paid search agency, a pp ¢ management company, or a broader paid advertising agency can all run campaigns
that look similar on the surface. The pricing model behind those campaigns is what can quietly change the
incentives on both sides. The same strategy can be implemented with very different rigor depending on whether
the ecommerce pay per click agency is paid per click, paid as a flat management fee, or paid via performance-

based structures layered on top.

This is a guide to how pricing models work in the real world, how to interpret them, and what questions to ask so

you do not end up paying for motion instead of momentum.

Why pricing models matter more than they seem

Paid media is measurable by design. Every click, every impression, every conversion event has a timestamp and a
budget attached to it. Because of that, pricing can be structured many ways, and each structure tends to produce

predictable behavior.

Some models reward speed and volume. Others reward stability and process. Performance-based approaches can
reward outcomes, but they can also create accounting games if the contract is vague. Even “fair” pricing models

can lead to frustration if you expect one thing and the agency is incentivized for another.

In my experience, the most expensive outcomes are not always the highest CPCs. They are the months where
spend was high, reporting looked busy, and yet the agency could not make the improvements that matter

because their compensation did not align with the work.
That is why it helps to understand what you are really buying when you hire a pay per click agency.
You are not just buying ad clicks. You are buying:

® ongoing campaign decisions (budget allocation, keyword control, creative refreshes)
® technical diligence (tracking, landing page checks, feed management, attribution sanity)

® communication and speed to act when performance shifts

The pricing model determines how much time and care you can expect when things are messy, not when

everything is smooth.

The main pricing models you will see

Most paid media agencies do not rely on a single model. They blend a base fee with an added component, or they
offer a choice and then tailor it to budget size and complexity. Still, the core options tend to repeat across

providers.

Here are the common structures you will run into when shopping for a paid media agency or a ppc management

agency.

1) CPC or “management plus per click” arrangements
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Some contracts are presented as “we charge X per click” or “we take a percentage of click cost.” In practice, this can

take a few forms:

* Agency compensation tied directly to ad spend volume or click volume
* A lower management fee coupled with a per-click component

* A hybrid where the per-click part applies only to certain campaigns

The upside is that the agency’s revenue tracks activity. The downside is that the incentive can tilt toward getting

clicks, not necessarily the right conversions.

A good agency can offset that with strong conversion tracking and strict quality gates, but you need clarity. Ask

how they prevent budget from being burned on low-intent traffic that looks good at the click level.

2) Flat monthly management fee

This is the classic “management” model. The agency charges a set amount per month for running and optimizing

campaigns, usually after a scoping conversation.

The key detail is what the fee covers. Some flat-fee arrangements include creative testing, landing page QA,
audience adjustments, reporting, and keyword expansion. Others cover only the mechanics of bid adjustments and

basic optimization.

When the fee is flat, the incentives usually align better around efficiency and process, because the agency is not
directly paid for each click. But the agency still has to protect their time. If your campaign scope grows, expect

scope creep unless your contract is explicit.

3) Percentage of ad spend

This model charges a percentage of your media budget, often framed as “we take X% so we are invested in the

results.”

If you are spending more, the agency earns more. If performance declines and you do not reduce spend quickly,

you can end up paying the agency more while learning less efficiently.
Percent-of-spend can still work if:

® you have strong tracking and conversion goals
* the agency commits to a performance discipline (pause rules, test plans, budget throttling)

® reporting is honest about what is and is not working

But if the percentage is high and the deliverables are vague, it is a recipe for a slower learning cycle.

4) Performance-based fee (often with a base)

Pure performance fees are less common than people think, especially for complex accounts. Many agencies include
a performance component on top of a base fee, because optimization labor still costs money even when results

are improving.
Performance structures might be based on:

® (CPA (cost per acquisition)
® ROAS (return on ad spend)

e conversion volume above a baseline



® revenue attribution tied to specific products or campaigns

The risk is attribution and definitions. If “conversion” is not stable, or if revenue is modeled differently than the

contract implies, disputes become inevitable.

5) Hybrid models (base fee plus performance or spend tiers)
This is the most practical category. A typical hybrid might include:

* a base management fee to cover strategy and optimization

® a performance bonus tied to CPA or conversion rate

® an additional incentive if you hit spend thresholds

® areduced fee if performance misses for reasons under agency control

Hybrid models can be the most balanced, but only if the agreement draws a line between what is the agency’s

responsibility and what depends on your site, your offer, your inventory, and your offline conversion reality.

How to judge CPC-based pricing without getting lost in math

CPC is one of those metrics that feels concrete, but it is also easily gamed. An agency can lower CPC by narrowing
targeting, increasing ad relevance, or bidding more conservatively. Those are not bad actions. The problem is when

CPC becomes the scoreboard and conversions become a side quest.

If you are evaluating a pay per click agency that proposes CPC-based compensation, focus on the operational

safeguards they will use.
In particular, you want to see answers to these questions in plain language:

* How do they define “good traffic” beyond a click?
* What conversion events are they optimizing toward?
* What is their process when CPC drops but conversion rate also drops?

* How do they prevent the account from drifting into bargain clicks with weak intent?

A credible paid search agency will talk about conversion rate and quality score mechanics, but they will also discuss
things like search term audits, negative keyword hygiene, landing page relevance, and how frequently they review

funnel leakage.

| once reviewed two accounts in the same industry with similar average CPCs. The first spent more, but it had a
higher conversion rate because the agency ran tighter search term control and structured the account so that ad
text and landing page intent matched. The second account had aggressive expansion and impressive click-through
rates, yet the site rejected most of that traffic. The CPC looked fine. The business results did not. The difference

was process, not pricing math.

If your contract ties compensation to clicks, you should insist on conversion-driven performance definitions and

reporting that shows the whole story, not just the top line.

What “management fees” really buy you

The flat-fee and percentage-of-spend structures are often misunderstood. People assume that management fees
are just "extra.” In reality, management fees pay for the kind of work that cannot be captured by ad platform

metrics alone.



A management fee generally funds:

® atesting cadence, not just bid changes

® campaign restructuring when your learnings outgrow the old structure

® creative and offer review (even if the agency is not writing all copy)

® tracking validation, including conversion duplicates, attribution shifts, and offline conversion gaps

® account hygiene, such as search terms review, audience exclusions, and policy compliance checks

When management fees are too low for the scope, you will see the result quickly: delayed experiments, generic

optimizations, and reporting that reads like it was assembled rather than analyzed.

When management fees are reasonable but the contract is vague, you will still run into trouble. You might get
"weekly reporting” that does not include a real plan for next week, or “optimization” that mostly means budget

shuffling. The fee can be fair and still not match your expectations.
This is where deliverables matter more than the pricing label.

If you hire a paid advertising agency on a management fee, you want the contract to specify, at least at a high

level:

* what campaign types are included (search, shopping, display, remarketing)
* how many tests per month are expected

* what reporting cadence you will receive

® whether landing page recommendations are included

* how reporting ties to business outcomes, not just platform metrics

The hidden costs that swing outcomes regardless of pricing

No matter the model, paid media outcomes can be constrained by factors the agency cannot fully control. If you

ignore these constraints, you can blame the pricing model and miss the real bottleneck.
Common examples:

e Conversion tracking that is partially broken or missing key events
® Landing pages that do not match the ad promise
* C(Creative fatigue where CTR drops because offers are stale
® |nventory limits, out-of-stock products, or lead response delays
e Sales cycle timing that makes “fast conversion” unrealistic
* Market seasonality that changes demand patterns
Pricing affects how quickly an agency can diagnose and respond, but it does not replace your ability to implement

fixes. A good ppc management company will surface these issues early. A less disciplined one might keep

optimizing ads while the landing page quietly leaks revenue.

A practical approach is to ask what the agency does when non-ad bottlenecks appear. Do they pause ad
expansions? Do they run creative tests anyway? Do they propose landing page experiments? Your contract should

reflect what happens when the problem is not bid optimization.

Incentives and accountability: what each model can encourage



The easiest way to understand incentive problems is to look at what each fee model “rewards.”
CPC-tied compensation can reward:

® click volume
¢ traffic growth

* narrower bidding strategies that improve average CPC quickly
Flat fees can reward:

® hours invested
* the ability to manage process efficiently

* maintaining stable accounts without constant commercial risk
Percent-of-spend can reward:

* higher budget throughput

® continued media spend even when marginal returns decline
Performance-based components can reward:
* meeting CPA or ROAS targets

But performance-based models can also reward unintended outcomes if the definition is wrong. If the contract
does not specify attribution window, conversion quality filters, or how to handle brand traffic, the agency may

"win” by optimizing toward the easiest conversions, not the most valuable ones.

A professional paid search agency will treat these risks as contract design issues, not after-the-fact debates. They

will propose clean definitions and explain where uncertainty lives.

Budget size and complexity: why the “best” model depends on context
Pricing models behave differently at different spend levels and in different campaign structures.

At small budgets, a complex hybrid agreement can be hard to manage. The fixed base fee might consume a larger
share of spend, which can slow your test velocity. On the other hand, a CPC-based structure can be unstable

because a few days of high-volume clicks can create an accounting imbalance.

At higher budgets, percentages and hybrids can make more sense because optimization work is ongoing and the
cost of mistakes is larger. You can also afford more structured experimentation because the learning budget is not

constrained by the agency’s labor capacity.
Complexity matters too:

* e-commerce with shopping feeds needs product-level QA and feed monitoring
® |ead-gen across multiple services needs careful segmentation and routing logic
* multi-location campaigns need location-level controls and robust reporting

e B2B with long sales cycles needs conversion definitions that match revenue reality

If you are evaluating a ppc management agency, ask how they price based on account structure. A one-size-fits-all

quote is often a red flag. You want pricing that reflects the work required to keep performance stable.

The contract details that protect you from “cheap but messy”



Pricing is not just the amount. It is how the scope is defined and how change requests are handled.
In practice, the biggest disputes happen around:

* what counts as a “campaign” or “test”

* whether keyword expansion is included or billed separately

* whether ad copy and creative work are included or require separate creative retainers
¢ what happens if you add channels mid-contract

* what reporting includes, especially conversion quality
A fair pricing model should make those rules explicit.
If an agency is reluctant to talk through scope and change control, the pricing can become a trap.
Here is a short set of contract questions that tend to surface the real incentives quickly.

1. How do you define a conversion for reporting and optimization, and what validation steps do you take to
keep it accurate?

2. What specific tasks are included each month, and what triggers additional charges?

3. If performance falls, what actions do you take in the first two weeks, and who owns landing page fixes?

4. How do you handle attribution disputes, like differing windows or offline conversion syncing?

5. What is the process for scaling budget, and how do you decide when to pause low-intent search terms?

A realistic way to compare quotes from different models

Comparing a CPC-based proposal to a flat fee proposal can feel like comparing apples to invoices. The right
approach is to compare what you get per unit of decision-making, not just per unit of spend.

| recommend using a simple evaluation mindset:

First, confirm the deliverables are comparable. A flat-fee agency might be running deep search term control and

structured experimentation, while a CPC-based agency might be “optimizing bids” with limited creative iteration.
Second, model a baseline scenario. If you are spending a known monthly amount, ask each agency:

* what your expected testing cadence is
* how quickly they respond to performance changes

* what improvements they typically target in the first month (conversion tracking validation, landing page fixes,

keyword rework, creative refresh)

Third, look at reporting for signal, not theater. Your paid media agency should show you how decisions lead to
outcomes. If reporting is only a spreadsheet of clicks and average CPC, you will miss whether the optimization

process is actually working.

Finally, ask for an example from a similar account. Not a case study marketing page. A walkthrough of what they
changed, what happened, and what they learned. Even a ten-minute walkthrough can reveal the difference

between reactive management and disciplined optimization.

Common trade-offs you should expect

Every pricing model has a trade-off. The best “value” is the one that matches your tolerance for uncertainty and

your internal ability to execute fixes.



If you pick a management fee model, you trade:

® less upside linkage in exchange for steadier optimization process
If you pick a percentage-of-spend model, you trade:

¢ alignment with spend volume in exchange for potentially paying more when marginal returns decline
If you pick CPC or per-click compensation, you trade:

® easier alignment with traffic volume in exchange for the need for stricter conversion-based guardrails
If you pick performance-based components, you trade:

® incentive alignment with outcomes in exchange for a higher chance of contract ambiguity, especially around

attribution

The right choice is the one you can govern with clear definitions and a shared operating rhythm. Without that,

even the best pricing model can underperform.

Where “ppc management company” fits in the bigger ecosystem

A paid media agency is rarely the only lever in your growth system. The most successful accounts treat paid search

and paid advertising as part of a loop: acquisition, conversion, and retention feedback.

When you hire a paid advertising agency, pay attention to whether they connect ad optimization to what happens

after the click. That does not mean they control your website, but they should understand common failure points:

® |ead forms that do not capture required fields
* thank-you pages without next-step instructions
® poor lead routing or slow response times

e offers that change between ads and landing pages
A ppc agency that respects this loop will be more valuable than one that simply chases CPC and CTR numbers.

And if you are working with a ppc management agency that focuses only on the ad platform, you may end up

paying for a process that optimizes the top of the funnel while the bottom quietly blocks growth.

Making a pricing decision you can live with for 90 days

Short contracts can create perverse incentives. If the agency gets paid and then leaves, you can get stuck with a

performance problem that remains.

When you are selecting a pricing model, think in 90-day increments. Paid media learning often needs multiple
cycles:

® tracking validation and attribution alignment

® creative and landing page testing

® search term cleanup and expansion

® audience and remarketing refinement

If you change models every month, you will disrupt the learning system. That usually hurts results more than any

pricing “discount” helps.



A disciplined approach is:

¢ choose a pricing model that aligns incentives with your conversion definitions
® insist on clear scope and change control
® set expectations for reporting signal and decision cadence

* confirm what the agency does when non-ad issues arise

Done well, the pricing model becomes a framework, not a source of friction.

The bottom line when choosing between CPC, management fees, and
hybrids

If you want a simple rule of thumb, it is this: the more a pricing model rewards clicks or spend volume, the more
you must insist on conversion quality guardrails and clear definitions. The more a pricing model rewards outcomes,

the more you must insist on attribution clarity and contract precision.

In many cases, hybrid pricing is the most practical path for both sides. A base fee ensures you get the labor for
ongoing optimization, and a performance component aligns focus on business results. The key is to make sure the

contract reflects how conversions are measured, how attribution is handled, and what each party owns.

Whether you are hiring a paid search agency to tighten query intent, a pay per click agency to scale paid
acquisition, or a paid advertising agency to expand into display and remarketing, the "best” pricing model is the

one that helps you learn faster and improves decision quality over time.

If you treat pricing as part of the strategy, you end up with better campaigns and fewer surprises at month-end.



