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An in-house AI team gives you permanent capability at roughly USD 500K–900K per 
year for a minimal senior pod (US salaries), while an AI agency delivers a production 
system in weeks for a fixed USD 12K–90K — the right answer for most mid-market 
companies is sequencing: agency-built foundation first, selective in-house hiring once 
AI is proven core to the business.

> Key facts
> Minimal credible in-house pod (ML engineer + LLM app engineer + product/infra 
share) costs USD 500K–900K/year fully loaded in the US
> Median time-to-first-production-feature: 6–9 months in-house vs 4–10 weeks with a 
specialist agency
> Hiring risk is real: AI engineering interviews are hard to run without AI engineers
> The hybrid model — agency builds, in-house operates — has become the mid-market 
default in 2026

The cost comparison nobody does honestly

| Cost line | In-house (year one, US) | Agency route |
|---|---|---|
| Senior LLM/ML engineers ×2 | USD 400K–600K loaded | Included in fixed price |
| Infra/DevOps share | USD 80K–150K | Included |
| Recruiting (agency fees, 3–5 months) | USD 40K–90K + delay | None |
| Tooling & experimentation budget | USD 30K–80K | Mostly included |
| First production system | Month 6–9, if hiring goes well | Week 4–10, contractual |
| Ongoing inference | Same either way (USD 1.8K–4.2K/mo typical support workload) | 
Same |

In-house wins on year-three economics if AI is your product. Agency wins on time-to-
value, risk, and every scenario where AI is a feature of your business rather than the 
business.

What in-house teams are genuinely better at

- Deep domain iteration: daily contact with your data, users, and edge cases
- Institutional knowledge that compounds
- Politically durable ownership (no "vendor" to blame or cut)



What agencies are genuinely better at

- Pattern reuse: your RAG platform is their thirtieth, not their first
- Staffing the full mix (retrieval, evals, ops, backend) from day one
- Fixed-price accountability and faster failure detection — they have seen the failure 
modes

The hybrid playbook (what we recommend even when we're the agency)

1. Phase 1 — Agency builds the foundation: architecture, eval pipeline, guardrails, first 
production use case. 4–10 weeks.
2. Phase 2 — Hire one senior in-house owner during the build; they review every 
architecture decision and inherit the runbooks.
3. Phase 3 — In-house owns operation and iteration; agency drops to a retainer for 
upgrades and new use cases, then to zero.

This sequencing means your first in-house hire joins a working system with evals and 
documentation — a dramatically easier (and cheaper) role to fill than "found our AI 
practice from scratch."

Decision rule of thumb

If AI features will generate or protect more than ~USD 2M/year of revenue, start 
building in-house now — with or without an agency. Below that line, buy the outcome, 
keep the IP (contractually — AI Pinnacle transfers 100% of source and IP on 
completion), and hire when usage data proves the investment.


