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Executive summary 

A structural asymmetry is forming inside the enterprise AI market. The model layer — the weights 

themselves — is commoditizing quickly, while the value of what accumulates above the model is 

compounding. The two move in opposite directions, and the gap between them is where durable 

enterprise value now lives. 

The commoditization is no longer a forecast; it is being priced by capital. Open-source models have 

closed most of the quality gap with the frontier, inference is being arbitraged across providers, and a tier 

of infrastructure companies is being built on the explicit premise that models are swappable utilities. The 

clearest signal is the rise of inference specialists raising at double-digit-billion valuations on exactly this 

thesis. 

EON AI Ventures draws the strategic conclusion: if the model is a commodity, the durable asset cannot 

be the model. It is the structured, owned record of how an organization actually performs its work — an 

asset class we call Work Intelligence, the enterprise’s fourth system of record alongside ERP, CRM, and 

PLM. 

That asset is produced and grown by the EON Intelligence Flywheel and orchestrated by EON Conductor, 

which acts as a membrane: below it sit commodity models whose cost falls every quarter; above it sits 

the customer’s Work Intelligence, which compounds every quarter through Compound IQ. The customer 

owns the part that appreciates. A competitor’s largest cost line is EON’s deflating input. 

This paper sets out the trend, the asset, the mechanism, and — honestly — the limits of the argument: 

occupying the application layer is necessary but not sufficient. The moat is not position in the stack; it is 

the compounding, owned, hard-to-replicate corpus of captured expertise. 

 

1. The model layer is commoditizing 

For three years the centre of gravity in AI has been the frontier labs and their closed models. Part of their 

value proposition was never the model alone; it was that they bundled the inference infrastructure with 

it, so customers did not have to think about where computation happened. That bundle is now coming 

apart. 

Two forces are pulling it apart at once. First, open-source models have narrowed the quality gap with the 

frontier to a matter of months for a large share of real enterprise tasks. Second, enterprises and 

fast-scaling startups are balking at escalating AI costs and actively seeking alternatives. Where 

open-source models historically lacked the computation to actually serve queries, a new infrastructure 

layer now supplies exactly that connective tissue — letting customers run, optimize, and train open 

models on their own data, drawing capacity from many cloud providers at once. 

The market is pricing this directly. An inference-software specialist is finalizing a $1.5 billion round at an 

$11–$13 billion valuation; a chip company built specifically for inference reached a market capitalization 
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near $50 billion after a 2026 IPO; another inference startup raised at a $4 billion valuation. Notably, a 

long-horizon institutional investor made its first-ever inference investment in this category — the kind of 

risk-averse capital that signals staying power, not hype.1 

The operative number for enterprises is cost. Practitioners report performing specific tasks at roughly 

30% of the cost they would incur on a closed frontier model by routing the work to an adequate open 

model. The pattern that is winning is not “open versus closed” — it is a mix, where commodity work is 

routed to the cheapest model that is good enough and frontier models are reserved for the reasoning 

that genuinely requires them. 

The strategic takeaway is simple and uncomfortable for anyone whose value proposition is the model: 

the weights are becoming a utility. Utilities do not command durable premium margins. Value moves to 

whatever sits above them and cannot be swapped out. 

 

2. The strategic conclusion: value migrates above the model 

If models are interchangeable, then building a durable business on “our model” is building on sand. The 

defensible position is the layer above the model — the application and, more precisely, the owned asset 

that the application accumulates. 

This is where most analyses stop, and where they go wrong. “Value moves to the application layer” is 

true but incomplete. The application layer is also crowding: every vertical software vendor is bolting AI 

onto its product. Occupying the application layer is necessary but not sufficient. What makes a position 

defensible is not where it sits in the stack; it is whether it produces an asset that accumulates, is owned, 

and cannot be cheaply replicated. 

The right historical analogy is the system of record. An ERP’s enduring value was never the database 

engine underneath it — that became a commodity decades ago. The value was the company’s own data, 

structured inside the system in a way that became more valuable and more entangled with operations 

over time. The same logic now applies to AI: the model is the engine (commodity); the owned, 

structured record of work is where value concentrates. The more the engine commoditizes, the more 

value concentrates in the record. 

 

3. Work Intelligence: the fourth system of record 

Enterprises already run on three systems of record. Each one owns a domain of truth and becomes the 

asset that other systems orbit: 

1Figures on Baseten, Cerebras, Fireworks AI and Wellington Management as reported by The Wall Street Journal, “The $13 
Billion AI Startup Betting on Cheaper Alternatives to OpenAI, Anthropic,” June 2026. 
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System Domain of truth The owned asset 

ERP Resources How the enterprise plans and consumes resources 

CRM Customers How the enterprise wins and keeps customers 

PLM Products How the enterprise designs and builds products 

Work Intelligence Expertise How the enterprise actually performs its work — 

captured, structured, verifiable, and owned 

 

There has never been a system of record for expertise — for the tacit, hard-won knowledge of how a 

turbine is inspected, how a lockout is performed, how a fault is diagnosed under pressure. That 

knowledge has lived in people’s heads, leaving the building when they retire or resign. Work Intelligence 

is the system of record that captures it as a durable, owned, machine-usable asset. 

Work Intelligence is the lead. Compound IQ is the engine that makes it appreciate. Conductor is the 

mechanism that makes the economics work. Naming the asset class — not a feature — is deliberate: 

enterprises and analysts invest in categories, and a new system of record is a category, independently 

recognized as a net-new class of enterprise asset. 

 

4. The Intelligence Flywheel: how the asset is produced and 
compounds 

Work Intelligence is not bought; it is produced and grown. The EON Intelligence Flywheel is the 

production line, and each stage feeds the next: 

–​ Genesis — captures expertise at the source, turning how work is actually done into structured, 

reusable intelligence. 

–​ FieldIQ — delivers that intelligence back to the worker at the point of work, device-agnostic, online 

or offline. 

–​ AssessIQ — measures and verifies competence, closing the loop between what was taught and 

what was learned. 

–​ Compound IQ — the asset accumulates and appreciates: every capture, delivery, and assessment 

makes the corpus richer and more valuable than the sum of its parts. 

Two components hold the flywheel together. EON Conductor orchestrates it — including which model 

performs which task. EON Verdict gates it — the trust and integrity layer that ensures what enters the 

record is correct and what leaves it can be relied upon. 
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5. EON Conductor: the membrane 

Conductor is the component that turns the commoditization of models from a threat into an advantage. 

It sits as a membrane between two layers moving in opposite directions: below it, commodity models 

whose cost falls every quarter; above it, the customer’s Work Intelligence, which compounds every 

quarter. Conductor does three jobs that, together, are the reason it must exist: 

Arbitrage 

Conductor routes each task to the cheapest model that is good enough and reserves frontier models for 

the reasoning that genuinely requires them. This internalizes the same economics the market is paying 

for elsewhere — the ability to perform a task at a fraction of frontier cost — and protects the gross 

margin of producing Work Intelligence at scale. 

Sovereignty 

Conductor decides what runs where. Because open models can run on the customer’s own 

infrastructure and own data, Conductor can keep proprietary operational expertise inside the customer’s 

walls — never crossing to a third-party API, never becoming training fuel for a frontier lab. For regulated 

operators and sovereign customers, this is a requirement, not a nicety; the commoditization trend is 

what makes satisfying it inexpensive. 

Optionality 

Because Conductor abstracts the model layer, EON and its customers are never hostage to any single 

lab’s pricing or roadmap. When a cheaper or better model appears, Conductor swaps it in and the 

customer’s Work Intelligence asset does not notice. The asset is insulated from model churn — it 

appreciates while its inputs deflate. 
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6. The asymmetry: costs deflate, intelligence compounds 

 

The three jobs of Conductor produce a single, powerful asymmetry. On one side of the membrane, the 

cost of intelligence-as-input falls continuously as models commoditize and competition among inference 

providers intensifies. On the other side, the Work Intelligence asset compounds continuously as more 

work is captured, delivered, and verified. 

EON’s customers own the side that goes up. The line that climbs — the value of the accumulated, 

structured, verifiable record of how the enterprise performs — is theirs. The line that falls — the cost of 

the commodity models that help produce it — is a deflating input. A competitor whose strategy depends 

on model spend is exposed to a cost line that EON treats as a falling commodity, while the asset EON’s 

customers accumulate is one a competitor cannot buy off the shelf. 

 

7. Why this is defensible 

It is worth being precise about the moat, because the loose version of this argument is wrong. The moat 

is not “we are in the application layer.” The application layer is crowded and commoditizing in its own 

right. The moat is the compounding, owned corpus of captured expertise — Compound IQ — which 

improves with use and which a competitor cannot replicate because they do not possess the underlying 

captured-work data. 

This is also what distinguishes EON from the inference-infrastructure companies the market is currently 

rewarding. Those companies are the picks-and-shovels of commoditization: they resell capacity and 
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connective tissue, run other parties’ models on other parties’ clouds, and compete on a thinning margin. 

That is a real and valuable business, but it owns no accumulating asset. EON sits one level above it. The 

inference layer proves the weights are commoditizing; EON owns what accumulates above the weights. 

The same trend that compresses the margins of the infrastructure layer expands the value of the asset 

layer — and EON is in the asset layer. 

 

8. What this means 

The commoditization of models is not a risk to EON’s thesis; it is the engine of it. As the weights fall to 

utility status, value concentrates in the owned, compounding record of work — Work Intelligence — and 

in the component that lets an enterprise harness cheap, swappable models without surrendering control 

or IP: EON Conductor. 

Orchestrate the commodity. Own the compound. Costs deflate, intelligence compounds, and Conductor 

is the membrane between. EON AI Ventures is building the system of record for the one thing the model 

layer can never own — how the enterprise actually works. 

 

EON AI Ventures Pte Ltd · Enterprise AI · June 2026. This document is a strategic position paper. Third-party market figures are drawn from public 
reporting and are attributed in the notes. No customer is identified by name. 
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