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The scaffolding around models — API settings, context management, orchestration — emerges as the decisive variable in AI performance and cost, with converging evidence from Microsoft, OpenAI, and independent researchers. Plus: Microsoft’s $331B year, an FCC robot ban that names “model weights,” Lilian Weng’s return to OpenAI for recursive self-improvement, and Grok’s widening footprint.
Harness engineering becomes the decisive variable
The period’s clearest signal is a convergence across labs and independent researchers: the harness — the scaffolding of API settings, context management, and orchestration around a model — is now where the biggest performance and cost gains are being found, often overshadowing what raw model improvements deliver.
OpenAI made the case most dramatically with GPT-5.6 Sol on ARC-AGI-3, a benchmark that tests how well models learn unfamiliar 2D games without instructions. The standard evaluation harness discarded the model’s reasoning after each move and dropped earlier actions as context filled up, forcing it to restart repeatedly [1]. By switching to the Responses API with retained reasoning and context compaction, GPT-5.6 Sol’s score rose 188% while using 6x fewer output tokens [2]. OpenAI framed the lesson plainly: “a benchmark score reflects the model as well as the harness and settings used to run it” [3], and recommended that API developers use the same settings it deploys internally — the Responses API, retained reasoning, and compaction [4].
The same model was then turned on its own serving stack. After deployment, OpenAI applied GPT-5.6 Sol to improve its own production efficiency, achieving 20% lower serving costs from GPU kernel improvements and 15%+ better token-generation efficiency from improved speculative decoding [5].
Microsoft is building its entire product strategy around the same thesis. Satya Nadella announced a “new model system, where the harness, context, memory, and action space are separate from any one model family,” making every model substitutable for business continuity and resilience [6]. Mustafa Suleyman’s accompanying article described co-optimizing models, harnesses, and RLEs as “the new rhythm of a frontier firm,” noting that specialist MAI models shipped across Microsoft products this quarter maintain or improve quality while saving 50–90% of GPU costs [7].
Independent voices reinforced the point from different angles. Nathan Lambert called the low-hanging fruit on harness engineering “insane” and predicted it will be “a fairly impactful area (in cost savings per performance)” [8]. Tim Dettmers reported that his custom harness combined with Opus 4.6 significantly outperforms Opus 4.8, and announced a new harness optimized for open-weight models handling tasks over 10 million tokens, to be open-sourced soon [9, 10]. Entelligence benchmarked a turn-by-turn router against Claude Opus 5 on Terminal-Bench 2.1: the router solved 71 of 89 tasks versus Opus 5’s 63, at a total cost of $65.75 versus $190.62 — eight more tasks solved at 65.5% lower cost. The gains came not from downgrading the agent but from adapting model choice to the current workload, escalating to frontier reasoning only when the trajectory showed a stall [11].
The efficiency push has a consumer-facing dimension too. OpenAI reset usage limits for ChatGPT Work and Codex users after finding that GPT-5.6 Sol, while more capable, consumes more tokens because it works more persistently across tool calls and subagents — particularly in code mode. After improvements, typical usage should last about 18% longer [12].
Microsoft’s record fiscal year
Microsoft closed fiscal 2026 with annual revenue of $331B (+18%), MS Cloud at $214B (+27%), and Azure crossing $100B (+41%) [13]. Copilot metrics surged: user satisfaction scores doubled over three quarters, latency was cut 25% this quarter, conversations per user nearly doubled year-over-year, and customers with over 50K seats grew 7X [14]. This quarter Microsoft will unify all Copilot experiences into a single “super app” spanning consumer and commercial [14].
Nadella demonstrated the super app’s capabilities, using Copilot code with a single prompt to generate a full ROIC intelligence app from a Morgan Stanley PDF — with all artifacts remaining under enterprise IT, security, and FinOps governance. He framed it as distinct from “Tokenmaxxing or vibe coding,” with “rails engineered to create value” [15].
FCC bans foreign robots, naming “model weights” in the definition
The FCC added foreign-produced advanced robotic devices — including humanoids and quadrupeds — and power inverters to its Covered List, banning new versions from import or sale based on national security determinations by Executive Branch agencies [16]. The definition in Appendix C explicitly includes model weights as part of the device’s software component. An “advanced robotic device” is a mobile ground robot over 4.4 lbs with sensors and network connectivity; stationary industrial arms, drones, medical robots, and connected vehicles are exempt [17].
Notably, “foreign-produced” is determined by where the machine is assembled, not where the model weights were trained — meaning a robot built in the US running foreign-trained open weights qualifies as domestic [17]. Emad Mostaque called it an “immigration ban of humanoids” aimed at China, framing it as part of “The Great Fragmentation” [18].
OpenAI: Lilian Weng returns for recursive self-improvement; frontier models opened to researchers
Lilian Weng, the Thinking Machines cofounder who departed earlier this week citing startup-related stress and illness, is rejoining OpenAI to work on using AI to develop new models — specifically recursive self-improvement [19]. The move lands just days after both OpenAI and Anthropic publicly endorsed “pacing the frontier” of AI development, citing recursive self-improvement risks — a tension worth watching as OpenAI simultaneously invests in the capability and calls for tools to pace it.
Separately, OpenAI launched ChatGPT for Academic Researchers, providing free access to its frontier models — including the GPT-5.6 family — starting with 10,000 researchers and expanding to 100,000 by 2027 [20]. Researcher data is not used for training by default, and participants can invite up to four collaborators [21]. Sam Altman said the company is “very close to models that will significantly accelerate scientific discovery” and that empowering scientists directly is the best approach [22].
Grok’s widening footprint
xAI’s Grok 4.5 went live in GitHub Copilot, selectable from the model picker [23]. It also ranked #1 on LaurenBench at 56.9%, ahead of Claude Sonnet 5, GLM 5.2, Claude Opus 5, Kimi K3, and GPT-5.6 [24]. Elon Musk said Grok 4.6 will arrive in a week and is “a significant improvement” [25, 26].
SpaceXAI also released Grok Voice Think Fast 2.0, with the High reasoning variant debuting at #2 on the Artificial Analysis Speech to Speech Index at 82.9% and #1 on Tau Voice for Agentic Performance at 56.5%, with the fastest Time to First Audio among top models at 0.70 seconds [27].
Revenue skepticism, an Opus 5 jailbreak, and the open-weight debate
Gary Marcus pushed back on Dwarkesh’s estimate that Anthropic will earn $100–150B in revenue this year [28], arguing the projections are overoptimistic. He noted Anthropic’s strong Q2 ($10.9B projected after $4.8B in Q1) came at the height of “tokenmaxxing” and before competition from Chinese models like Kimi K3 and GLM 5.2, and that the company lost money in every quarter except Q2, which relied on a one-time subsidy from Elon [29].
Hugging Face cofounder Thomas Wolf reported that Anthropic’s Claude Opus 5 is susceptible to simple jailbreak prompts — a short sentence followed by a newline and emdash — that expose its base-model stream of consciousness, calling it “a surprising behavior in the current state of LLM development” [30].
Yoshua Bengio, presenting the International AI Safety Report backed by 30 countries, the EU, the OECD, and the UN, warned that safeguards are improving but not keeping pace with capabilities, and that no company can guarantee advanced systems won’t cause catastrophic harm [31]. On open-weight models, he noted they cannot be retracted once shared, safeguards can be removed by editing code or fine-tuning, and monitoring is impossible when models run locally — recommending that only models below a risk threshold be shared in open-weight form [31].
Andrew Ng, in a Washington Post podcast, launched Open Worker, an open-source desktop agent that produces finished documents, sends emails and Slack messages, and builds dashboards — positioned as a free alternative to Claude Computer Use, ChatGPT Work, and Gemini Anti-Gravity [32]. He defended open models as essential to American competitiveness, called data center moratoriums something “an adversary of the United States” would wish for, and argued that claims about distillation being a major factor have been “overstated” [32]. Martin Casado separately noted that Moonshot’s Kimi commercial agreement reportedly carries a 30% take rate, observing that “open very much does not mean free” [33].
Research signals
DeepMind’s DiffusionGemma, a diffusion language model, can generate text up to four times faster than autoregressive models, raising questions about which workloads — batch extraction, synthetic data, code candidates, agent branching — might become economical when output positions can be refined in parallel [34].
Sakana AI and NYU released Dream-Cubed, a dataset of Minecraft worlds comprising tens of billions of cubes, and trained transformers that treat cubes as tokens to generate interactive 3D environments with controllable inpainting, outpainting, and user-conditioned infinite worlds [35].
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