Building the Augmented Enterprise

A Strategic Playbook for Al-Enabled Insourcing
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The broken economics of traditional outsourcing

Path A: Outsourcing & Diffusion
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Path B: Insourcing & Accumulation

When vendors use AI, productivity gains
diffuse across their entire client base,
commoditizing the advantage.

AI Efficiency Input

Internal
Organization

Proprietary Institutional
Knowledge

When organizations harness AI internally,
efficiency gains pool into a proprietary
reservoir of institutional capability.
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Recalculating the make-or-buy decision

Traditional Outsourcing

AI-Enabled Insourcing

Cost Structure

Cycle Time

Knowledge
Capture

Value Creation

Vendor Margins & Retainers

Sequential (Briefing,
Approvals, Handoffs)

Internal Salaries +
Software Subscriptions

Iterative & Immediate

Diffused across vendor
client base

Commoditized execution
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Proprietary and compounding

Differentiated,
context-aware capability
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The new mathematics of capability building

[ 1 Internal + Specialized ] =l [Output of a 5-Person]
FTE AI Stack . Agency Team

Financial Services Case

Account Management| Reduced $800,000 annual

y agency spend to $300,000
1 (salaries + AI) while
Agency Margins | « ' increasing content output
' by 30%.

Overhead &
Facilities 1 Internal FTE

Tech Company Case

Legal contract turnaround
time dropped from 5 days

AI License Core to under 2 days.
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Reclaiming high-volume,
standardizable workflows

w

Marketing
Operations

Content
Studios

Transitioning from agency
retainers to small, Al-augmented
internal creator teams
producing multi-channel
content at agency scale.

518

Legal
Services

Contract &
Compliance

Empowering internal counsel to
manage significantly larger, routine
caseloads (e.g., due diligence,
standard contracts) rather than
defaulting to external firms.
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Software
Development

Application
Assembly

Utilizing Al coding assistants and
low-code platforms to boost
internal development velocity by
30-50%, replacing specialized
consultancies for internal builds.
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Assessing candidates for
strategic insourcing

Vendor Cost VS.
Internal Baseline

Internal Knowledge
Appetite Importance

Al Tool Workflow
Maturity Standardizability
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Case in Point

A global manufacturer
mapped 23 vendor
relationships against
these criteria,
identifying 6 prime
candidates for pilot
programs.

The Result: Pilots
yielded a 45% average
cost reduction with zero
quality degradation.
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A nuanced approach to
capability placement

A

Al-Enabled Insourcing Internal Centers of Excellence

The sweet spot. High-volume work Core proprietary innovation. Highly
where context matters. Bring complex, highly sensitive
internally with Al augmentation. ' ;

Automate or Eliminate Targeted External Partnership

Standardized processes requiring Highly specialized, episodic needs
minimal human oversight. (e.g., niche compliance, surge capacity).
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Task Complexity & Specialization (Low to High)

Strategic insourcing is not wholesale vendor elimination; it is the targeted capture of high-volume, context-rich workflows.
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Managing the phased
operational transition

Internal Al
External Agency Capability & Volume
Reliance: 75%

Quarter 1 Quarter 2 Quarter 3 Quarter 4

Hybrid operating period. Knowledge transfer Agency scope reduced to Full vendor sunset. Internal
Hire internal talent; protocols. Shadow periods ~ 25%. Internal community of  team producing 40% more
maintain 75% agency scope. and documentation. practice established. output at 55% lower total cost.
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Building genuine Al literacy,
not just software access

Quality Assurance & Ethics: Strict "
standards for reviewing outputs, The Capablllty

bias awareness, and IP protection. Im perative

Workflow Redesign: Reimagining A professional services firm

processes for Al augmentation, not just delayed production by three
accelerating legacy steps. months to execute a structured

40-hour capability program.

: e w The result was a significantly
Role-Specific Prompt Engineering: Training steeper productivity curve

customized to legal, marketing, or dev functions. compared to divisions that
skipped structured training.

Tool Provisioning: Basic software licenses and access.
(Insufficient on its own)
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Structuring the augmented
technology infrastructure

Validation Creative | Market Integration

Test multiple platforms Generation Analysis Ensuring Al outputs pipe
against actual departmental seamlessly into existing
workflows before enterprise content and document
commitments. management systems.
Internal Data
Governance
Hub

Data Governance & Vendor Diversity
Protocols Maintaining a multi-

ict rina-fenci ) ; platform ecosystem to
Steking tencing of Al Node C: Al Node D: adapt to the rapidly evolving

organizational data to :
prevent proprietary insights gp%?r;%tzlgtri‘g:] Asgg&% = Al landscape.

from training public models.
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Retaining vendors for surgical expertise

Specialized
Partnership

Specialized
Partnership

Specialized
Partnership
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The Shift

Move from fixed, general-execution retainers
to flexible, time-and-materials project
engagements.

The Target

Highly specialized expertise, unpredictable
demand spikes, and novel strategic
perspectives that do not justify internal
headcount.

Case Evidence

A technology company reduced total vendor
spending by 70% by insourcing general
application development. They retained
external consultancies exclusively for
machine learning optimization, interface
accessibility, and critical security
architecture.
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Accumulating proprietary institutional knowledge

The Knowledge Moat

Over time, an internal Al-augmented team learns the
precise nuances of organizational counterparties,
market contexts, and risk tolerances.

The Embedding Process

This knowledge is systematically captured into
proprietary templates, localized Al model training, and
continuous feedback loops.

The Result

Generic external expertise is replaced by highly
specialized, bespoke organizational memory that
competitors cannot buy from an agency.
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Flattening structures and integrating functions

Before (Traditional Hierarchy) After (The Augmented Pod)

Marketing §- > D Marketing Al-Augmented

Specialist Dev

Strategic Impact

By removing the heavy administrative boundaries of external vendor contracts, organizations can embed legal and

marketing directly into product development cycles. One healthcare tech company used this pod structure to shorten
product development cycles by 4% while improving compliance and quality.
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The Competitive Advantage Flywheel

1. Al Augmentation

Deploying democratized tools
toindividual practitioners.

4. Strategic Agility | 2. Internal Productivity

Pushing decisions to the frontline, 7" Generating agency-scale output
pivoting rapidly without contract \ with lean internal teams.
renegotiations, and iterating
faster than the market.

3. Knowledge Accumulation

Capturing proprietary data, workflows,
and context internally rather than
leaking it to vendors.

Organizations that successfully spin this flywheel will create a widening, insurmountable performance gap over
competitors who reflexively cling to legacy outsourcing arrangements.
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