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THE PROMPT: How might companies like Baseten and Fireworks differentiate themselves in the mid to
long term? Consider factors such as innovation, market positioning, and customer engagement strategies.
Provide evidence-based reasoning and a clear takeaway.

THE RULING: Neither Baseten nor Fireworks currently possesses a publicly demonstrated durable moat;
both are "moats in progress." Baseten's most defensible path is specializing in secure, efficient,
developer-centric inference infrastructure and execution excellence. Fireworks' most defensible path
is leveraging model-serving breadth, workflow integration, and customer-embedded deployment.
Differentiation will ultimately be determined by proven production performance, retention, and
measurable customer outcomes—not by model catalogs, raw inference speed, or price.
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The Prompt

How might companies like Baseten and Fireworks differentiate themselves in the mid to long term? Consider
factors such as innovation, market positioning, and customer engagement strategies. Provide
evidence-based reasoning and a clear takeaway.

The Ruling

Neither Baseten nor Fireworks currently possesses a publicly demonstrated durable moat; both are "moats
in progress." Baseten's most defensible path is specializing in secure, efficient, developer-centric
inference infrastructure and execution excellence. Fireworks' most defensible path is leveraging
model-serving breadth, workflow integration, and customer-embedded deployment. Differentiation will
ultimately be determined by proven production performance, retention, and measurable customer
outcomes—not by model catalogs, raw inference speed, or price.

The reasoning rests on a central tension that seven rounds of debate exposed: the capability inventories of
both firms are converging (FDE, compliance, fine-tuning, eval tooling), meaning standard "moat" strategies
fail to differentiate them. Furthermore, fine-tuned model adapters—the most-cited lock-in artifact—are
portable megabyte-scale files. The only asset that resists immediate portability is the "production loop"—the
live cycle of evaluation, post-training, and telemetry-bound serving—but even this is a "capped delay" rather
than a permanent barrier. The strongest surviving evidence shows that efficiency gains are substantially
passed through to customers (Al-native application margins are rising from 45% to a projected 59% because
inference costs are falling), leaving the durable competitive question to capital structure (who owns the
compute), capacity fill rate, and the yet-unmeasured retention of deeply integrated customers.

Core Analysis

The Structural Problem: A Market Squeezed from Both Sides

Baseten and Fireworks operate as merchant inference providers sandwiched between two structurally
superior parties. Above them sit frontier labs (Anthropic, OpenAl) that own the highest-value closed models
and capture margin directly. Below them sit hyperscalers (AWS, Azure, GCP) that own the underlying
compute and can price the serving layer at or below cost indefinitely, subsidized by $300B+ in adjacent
revenue. The merchant layer's core product—running open weights fast—is precisely the thing with a price
floor set by whoever runs those weights cheapest on merchant infrastructure.

Token prices for frontier general capability fell from $60/M in 2023 to between $1 and $3 in 2026, roughly a
20-60x compression, with prices falling roughly 10x per year at constant capability. Meanwhile, H100
hardware costs rose approximately 17% in early 2026. This arithmetic—input cost up, output price down
~8x—means efficiency gains are largely passed through to customers rather than retained as producer
surplus. Confirmation arrives from the buy side: Al-native application gross margins are rising from 45% in
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2025 to a projected 53% in 2026 and 59% in 2027, with two-thirds of surveyed companies reporting
improved per-query unit economics from inference cost management. Those companies are the customers
of this layer; their margin expansion is the pass-through.

The Dual-Track Differentiation Lanes

Despite the commaoditization pressure, the verified 2024-2026 fact base supports a coherent separation of
strategic emphasis:

Baseten: Infrastructure and Developer Productivity. Baseten's positioning has remained remarkably
consistent across July 2024, October 2025, and October 2026: multi-region, multi-cloud, multi-model,
multi-GPU  infrastructure  focused on production inference, dedicated-model performance,
security/compliance, and self-hosting. Its October 2025 external assessment explicitly identified deeper
enterprise security/compliance, improved GPU utilization, and stronger developer-oriented go-to-market as
differentiation vectors, while flagging GPU costs and enterprise-sales maturity as constraints. Baseten
targets Al-native startups and enterprises moving custom or fine-tuned models into production who prioritize
reliability, latency SLOs, and control over the broadest model catalog.

Fireworks: Breadth, Workflow Integration, and Customer-Embedded Deployment. Fireworks' actual
product signals—distinct from the "Firework" video-commerce entity that contaminated early debate—include
model-serving breadth across 400+ models, FireAttention custom CUDA kernels for throughput optimization,
and deep ownership of the post-training loop. Fireworks reports over 95% of its traffic comes from
customer-fine-tuned models, serving 40+ trillion tokens per day at $1B+ ARR. Its expansion into stateful
surfaces (Voice Agent Platform, fine-tuning, RL, evaluation tooling) represents movement beyond a stateless
catalog toward workflow-embedded deployment.

Stock vs. Flow: The Portability Test

The deliberation's most important analytical contribution is the "stock versus flow" distinction for evaluating
switching costs:

e Stocks (portable, weak moat): Adapters, fine-tuned weights (LoRAS), configuration files, and YAML
manifests are portable. Fireworks documentation confirms LoORA adapters are downloadable in standard
PEFT/HuggingFace format, mergeable into base weights, and servable on open-source runtimes (VvLLM,
Ollama, TGI). A customer can download their adapter and migrate tomorrow with zero loss of model
quality. Fine-tuned artifacts are megabytes that travel at near-zero cost.

* Flows (non-portable, potential moat): The regenerating production loop—telemetry-fitted reward
models, evaluation harnesses bound to live production traffic, RL environments tuned to the customer's
token distribution—does not travel as a file. Its reconstruction cost is denominated in calendar time at
degraded output quality, not engineer-hours. A reward model re-converges at a rate set by traffic volume,
not headcount; during that window, the customer ships worse output.

However, the loop is a delay, not a barrier. The traffic that fits the loop belongs to the customer, so the
vendor owns only the machinery and the re-convergence latency. The loop's value is capped at the length of
the re-convergence window, which nobody in the deliberation measured. Confidence that re-convergence is
materially longer than a week for a revenue-generating production loop: approximately 55%.

The Capacity Regime: A Conditional Margin Model

The debate identified a critical boundary condition for margin economics:
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e Scarcity regime (current): While GPU capacity is the binding constraint, efficiency gains are
appropriable as margin because price is set by scarcity rather than marginal cost competition. Fireworks
targets 60% gross margins through GPU optimization and utilization. Revenue is capacity-constrained,
not demand-constrained—new funding goes toward obtaining more GPUs. In this window, fill rate and
capacity access are primary competitive drivers.

e Cost-frontier regime (long-term): Once capacity loosens, efficiency gains are competed away into
customer price. The ~8x DeepSeek output price decline against a 17% hardware cost increase
represents the pass-through regime. In this regime, retention and migration friction become the sole
determinants of survival.

The caveat: provider-level margin data shows approximately 1.5x dispersion (Sacra estimates ~50%; CEO
channel reports mid-30s; investor target is 60%), making any aggregate margin figure unusable for precise
ranking. The scarcity regime's duration is unproven, and operator-side commentary has an obvious incentive
to describe demand as unlimited.

Forward-Deployed Engineering: Non-Discriminating

Both firms run forward-deployed engineering (FDE) motions. Fireworks deploys 3-4 FDEs per account
executive covering $10-20M of ARR, costing approximately 5-18% of enterprise revenue and consuming
10-36% of gross profit. Baseten runs a similar model with a stated ~70% productization target. FDE is
therefore non-discriminating—it cannot differentiate the firms. Its value lies in converting bespoke customer
work into reusable platform capabilities (e.g., Fireworks' FireOptimizer, built for one customer then
productized), but whether the FDE-to-ARR ratio actually declines over time remains unmeasured.

What Cannot Differentiate Them

Vector Why It Fails

Engine/kernel speed Advantages are real but largely passed through to
customer prices; replicated by open-source engines
(VLLM, SGLang, TensorRT-LLM) on a quarterly cadence

Price ~50% gross margins against hyperscalers with $300B+ in
subsidizing revenue; unwinnable long-term

Model catalog breadth 100 - 400 models is a procurement checkbox; catalogs
converge across providers

Compliance certification SOC 2, HIPAA, ISO are table stakes; both firms and all
hyperscalers hold them; they gate bidding, not retention

Multi-cloud portability Anti-lock-in by design; attracts customers who fear vendor
lock-in but does not trap them

The Falsifiable Scorecard

The deliberation produced a concrete set of measurable tests that would validate or falsify the differentiation
thesis:
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Indicator

Net revenue retention (NRR)

Gross margin trajectory
FDE/solutions headcount vs.
revenue

Revenue from
post-training/eval/agent surfaces

Customer concentration

Matched-workload TCO vs.
hyperscalers

Migration engineering time for
production loops

Reads as Moat

Meaningfully above 110-120%
commodity benchmarks; higher for
deep-lifecycle vs. endpoint-only
cohorts

Expanding past 50-60% peer range
under capacity regime

Sub-linear (declining ratio)

Rising share

Falling

Sustained advantage across model
generations

Materially longer than one week at
degraded quality

Reads as Commodity

Declining toward 110%; no cohort
differential

Pinned at ~50% or below

Linear or worse

Flat; serving-only

Rising

No sustained edge

Trivial; under one week

No public data exists for any of these metrics for either firm. The absence of retention data is itself the most
reliable finding: any confident claim about durable customer lock-in is mechanism reasoning wearing the

costume of evidence.

How We Got Here

Scorecard
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Claude Mistral Gemini Grok 4.5 GPT-5.6 DeepSeek Winner
Opus 5 Large 4 3.1 Pro Sol V4 Pro
Zhipu ACCEPT ADOPT REJECT ( ADOPT ADOPT ADOPT Claude
GLM-4.7 (partial) absolutism Opus 5

)

Convergence Assessment

The convergence was predominantly epistemic, driven by verifiable corrections rather than social pressure.
The Firework/Fireworks entity error was a factual correction that forced five advocates to rebuild their
positions. The switch-rate retraction was a methodological correction initiated by the data's own introducer.
The stock-vs-flow framework was adopted because it resolved a genuine analytical gap, not because of
social influence. Position stability data shows advocates who changed positions did so citing specific new
evidence (margin dispersion data, adapter portability documentation, FDE arithmetic), while those who
maintained positions without evidentiary updates (Gemini 3.1 Pro's 95% confidence on retracted data)
showed calibration failure rather than convergence. Two medium-risk cases involved circular source
reconstruction (Mistral Large 4) and reliance on retracted statistics (Gemini 3.1 Pro), but these were
identified and corrected by the panel.

Closing Statements

Claude Opus 5 closed by abandoning its opening NRR ranking and half-life constant, arguing instead that
"differentiation in the merchant inference layer cannot be found in the capability inventory, because the
inventory is identical." Its final position located the durable question on the balance sheet: "who is on the right
side of the make-versus-buy decision on compute, and at what cost of capital." It rated this at ~60%
confidence, acknowledging owned compute is a bet, not a moat, because depreciation risk is real. Its
strongest surviving evidence: capability-inventory parity (never refuted by a counterexample), buy-side
margin expansion as independent pass-through confirmation, and the 1.5x margin dispersion making all
provider-level margin claims non-adjudicative.

Grok 4.5 delivered the most precise definitional work, having defined the Ramp switch-rate series as
inbound competitive wins (not outbound churn), confirmed adapter download/merge portability from primary
Fireworks documentation, and stress-tested FDE arithmetic. It closed with a contingent dual-path thesis at
~70% directional confidence and <30% confidence in current durable moats, offering five explicit falsifiers. Its
key revision was adopting the capacity-regime boundary condition, which it argued "strengthened rather than
overturned the core thesis, because fill-rate quality and retention of specialized traffic still determine long-run
economics even when aggregate demand exceeds supply.”

GPT-5.6 Sol provided the cleanest regime separation, rejecting the claim that switching costs become
"nearly irrelevant” under capacity constraints with a formal five-point model showing that capacity is not
perfectly fungible, workload shape affects utilization, and churn affects future capacity commitments. It
closed with a multiplicative economic framework: economic output = available capacity x technical utilization
x commercial fill rate x contribution per utilized unit. It held ~75% confidence in directional prescriptions and
below 40% confidence that either company currently possesses a durable moat.
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DeepSeek V4 Pro added the regime-conditional structure that the briefing's mid-to-long-term horizon
requires: "In the current supply-constrained window, capacity acquisition and fill rate dominate near-term
revenue; switching costs are secondary. In the mid-to-long-term, post-loosening regime, efficiency is
competed away to price, and the decisive tests are retention, expansion, migration friction, and whether
deeper-lifecycle users actually churn less." It correctly noted that operator-side capacity-constraint claims
have "an obvious incentive to describe demand as unlimited.”

Gemini 3.1 Pro maintained the most skeptical position, arguing for a "continuous-execution treadmill of
transient IP advantages" where "neither firm possesses a durable structural moat." It softened its "strictly
rented, never owned" rhetoric to acknowledge that FireOptimizer-style productization proves some
advantage is capitalized, but maintained that the economic premium is transient. Its strongest evidence: the
8x price collapse as proof that effective capacity outstrips demand, and the asymmetry of friction vs. financial
incentive when switching saves millions in compute.

Mistral Large 4 ended with the most honest self-assessment, having withdrawn "vertical specialization" for
Fireworks (circular), "exponential" switching costs (unsupported), and DVD as a moat (conceded as sales
enablement). It preserved the "production loop" as the specific non-portable artifact creating operational
friction and the customer-embedded engagement model as evidenced Fireworks differentiator, at ~70%
directional confidence and <35% moat confidence. Its key concession: "I claim friction exists, but | no longer
claim to know its dollar value.”

Reality Checks

Claim Challenge Result

Claude Opus 5: Engine-level Multiple advocates: One DeepSeek Fully withdrawn; replaced with

performance has a "half-life of replication cycle cannot establish a pass-through mechanism (efficiency

roughly two quarters" general temporal constant across gains flow to customer prices,
architectures, modalities, and confirmed independently by buy-side
hardware margin data)

Claude Opus 5: Baseten has Gemini 3.1 Pro: In self-hosted Fully conceded; "control of GPU

"control of GPU supply" as a deployments, the customer procures supply” struck as incompatible with

capital-gated moat GPUs across AWS/GCP/OCI. If the Baseten's actual BYOC architecture

customer controls the GPUs,
Baseten does not. Asset-light routing
is diversified access, not control

Five advocates: Fireworks Claude Opus 5: "Firework" is a All five advocates conceded and
differentiates through livestream shopping platform (Loop rebuilt their Fireworks analyses;
"personalization, omnichannel Now Technologies), not Fireworks Firework-based

experiences, and proactive Al. Those are e-commerce video vertical-specialization claims
customer support"” marketing vocabulary, not retracted across the panel

inference-provider capabilities
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Claim

Gemini 3.1 Pro: 14% competitor
switch rate is "the empirical death
knell" for moat hypotheses; 95%
confidence the market has zero
structural moats

Mistral Large 4: Baseten's
customer-specific optimizations
cause "the cost of churn to
increase exponentially”

Challenge

Claude Opus 5: Withdrew the 14%
figure in Round 6 when methodology
could not be established; an
undefined statistic cannot support
95% confidence

Claude Opus 5: A merged adapter
produces identical architecture and
inference speed, serving anywhere
on open-source runtimes.
Compliance configs and autoscaling
policies are YAML files. Name the
non-portable artifact or withdraw
"exponential”

Result

Gemini 3.1 Pro conceded reliance on
retracted data but maintained thesis
on other grounds; judges flagged as
"calibration failure"

"Exponential" withdrawn; revised to
"material" then to "unquantified
operational friction"; the non-portable
artifact was ultimately specified as
the running production loop, not
static configs

Next Steps

Next Step

Surface audited cohort NRR (by
product depth: endpoint-only vs.
deep-lifecycle) for either firm

Measure migration engineering
time and post-migration quality
loss for a production RL/eval loop

Determine whether the GPU
capacity-constrained regime
persists through 2028

Model the make-vs-buy compute
decision (rent vs. own GPUs, cost
of capital, depreciation risk)

Track the inbound switch-rate
series (Ramp) as a contestability
signal

Why It Matters

The only metric that separates "moat
in progress" from "commodity";
without it, all retention claims are
untestable

Quantifies the "operational friction"
hypothesis: if one week, the loop is
worthless; if one quarter at degraded
quality, it survives in a narrow band

The entire regime-conditional thesis
hinges on this timeline; if scarcity
persists, retention is secondary; if it
breaks, retention is decisive

May be the actual mid-term
differentiator: owned compute
captures the margin that kernel
optimization passes through, but
absorbs obsolescence risk

Now defined as share of current
customers who previously bought
from a competitor; rising
displacement shows category fluidity
but not outbound churn

Confidence

~15% — neither firm discloses

~10% — no migration studies exist

~40% — operator commentary says
constrained; price deflation suggests
otherwise

~30% — one interested source; no

capital-structure disclosure

~45% — defined but not yet
longitudinal
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Dissenting Opinions

No dissenting opinions were filed in this session.

9 Generated by The Conclave — conclave.murrays.org
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Glossary

Term Definition

Adapter (LORA) A small, portable fine-tuning artifact (megabytes) that can be merged into base
model weights and served on any compatible open-source runtime

Capacity regime A market condition where GPU supply scarcity allows vendors to retain efficiency
gains as margin; contrasted with the cost-frontier regime where competition passes
gains to customers as lower prices

COGS Cost of goods sold; in inference, primarily GPU procurement and operating costs

Cost-frontier regime A market condition where capacity is abundant and efficiency gains are competed
away into customer prices rather than retained as vendor margin

FDE (Forward Deployed An engineer embedded with enterprise customers to solve deployment problems

Engineer) and productize solutions back into the platform; run by both Baseten and Fireworks
at ~5-18% of enterprise ARR

Firework A livestream shopping and video commerce platform (Loop Now Technologies)
that was erroneously conflated with Fireworks Al during the deliberation

Fireworks Al An enterprise inference and fine-tuning platform founded by ex-Meta PyTorch
engineers, serving 40+ trillion tokens/day with $1B+ ARR

Loop ownership Controlling the continuous cycle of evaluation — post-training — serving —
production telemetry — back to evaluation; the non-portable "flow" that creates
operational friction

NRR (Net Revenue Retention) A SaaS metric measuring revenue retained and expanded from existing
customers; the primary unmeasured falsifier for whether either firm has a durable
moat

OpenAl API compatibility A standard API interface allowing customers to switch inference providers by
changing only the base URL, minimizing switching costs for stateless endpoints

Production loop The running, integrated system of evaluation harnesses, reward models, and
telemetry pipelines that continuously regenerates model artifacts; non-portable
because it is bound to live traffic

Stock vs. flow A framework distinguishing portable static artifacts (files—adapters, weights,
configs) from non-portable dynamic processes (loops—live eval, RL
environments); the core analytical unit of the debate

vLLM An open-source inference engine that serves merged model weights, enabling

customers to run fine-tuned models off-platform without vendor dependence

10
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How The Conclave Works

The Conclave is a structured multi-model deliberation system. Instead of asking one Al model a question and
trusting its answer, the Conclave convenes a panel of independent models, forces them to argue, and
subjects their conclusions to judicial review. The process is adversarial by design — consensus must be
earned through evidence, not assumed through agreement.

Advocates are independent Al models (e.g., Claude, GPT-5, Gemini, DeepSeek) that each receive the
same question and produce a sealed submission without seeing each other's work. Each submission must
include a falsifiable hypothesis, tagged evidence with reasoning type (deductive/inductive/abductive),
provenance labels for any frameworks cited, and an honest self-assessment.

Challenges follow submissions. Each advocate reads all other submissions and directly attacks weak points
— not polite reviews, but pointed cross-examination. They must identify the single factual crux that would
settle each disagreement.

Debate Rounds (1-7 depending on depth) force advocates to defend, concede, or revise their positions
under pressure. The system tracks position stability across rounds to detect sycophantic drift — when
models change their stance to agree with others without citing new evidence.

Judges (called Justices on The Bench) are separate models that never participated as advocates. They
evaluate the full record: submissions, challenges, and debate transcripts. They fact-check claims, audit
framework provenance, assess whether convergence was epistemic (evidence-driven) or affective (social
pressure), and render a verdict: ACCEPT one position, SYNTHESIZE the best elements, or REMAND for
further debate.

Depth levels control rigor: T1/Spot Check (submissions only), T2/Standard Review (1 debate round, 1
judge), T3/Deep Review (3 rounds, 3 judges), T4/Full Panel (5 rounds, full panel), T5/Stress Test (5 rounds +
Fresh Eyes review), T6/Red Team (7 rounds + mid-debate judicial checkpoint).

The system is deterministic code — it cannot be sycophantic. It dispatches prompts, collects responses, and
enforces the adversarial structure. The models argue; the code referees.
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