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Abstract

This analysis examines the public market performance of venture-backed health
technology companies that went public between 2019-2024, with specific focus ¢

their business models regarding physician employment and insurance operation



Through evaluation of companies like Clover Health, Teladoc, Hims & Hers, Go

Progyny, and others, we find that:

e Companies employing physicians and billing insurance demonstrated greate

resilience

e Tech-enabled payers with both member enrollment and claims processing sl

stronger fundamentals
e Pure technology vendors faced the most significant market pressure and vol

e Provider-adjacent models with direct care delivery maintained better unit

economics

e The pandemic acceleration created inflated expectations that pure tech play

struggled to sustain

The findings suggest that healthcare technology companies with direct care deli
responsibilities or insurance risk assumption develop more defensible moats anc
sustainable revenue models than pure software vendors serving healthcare

stakeholders.

The healthcare technology sector experienced an unprecedented boom in initial
public offerings between 2019 and 2024, creating a natural laboratory for
understanding which business models demonstrate genuine resilience in public
markets. Unlike the biotech and medical device sectors, which operate under
fundamentally different regulatory and development paradigms, pure-play healt
technology companies faced the unique challenge of proving their value proposi
could scale profitably while navigating the complex dynamics of American healt

delivery and payment systems.

The COVID-19 pandemic served as both accelerant and stress test for these
companies, dramatically increasing demand for digital health solutions while
simultaneously creating unsustainable expectations for growth trajectories. As

markets corrected through 2022-2024, the divergent performance patterns amor



different healthcare technology business models became starkly apparent, offeri
crucial insights for entrepreneurs and investors evaluating where to deploy capi

this sector.

This analysis focuses specifically on companies that went public as technology-f
organizations rather than traditional healthcare providers or payers that subseq:
adopted digital capabilities. The distinction matters because venture-backed
healthcare technology companies were built from inception around technology-
enabled business models, making their public market performance a more accur
reflection of the viability of different approaches to healthcare technology

entrepreneurship.

The companies examined represent three distinct categories of healthcare techn
business models: those that employ physicians and bill insurance directly, those
operate as tech-enabled payers managing risk and processing claims, and those t
function as pure technology vendors selling software or platforms to other healt
stakeholders. The performance divergence among these models provides compel

evidence about where sustainable value creation occurs in healthcare technology

The Cohort: Mapping the Healthcare Te
IPO Landscape

The healthcare technology IPO wave of 2019-2024 produced a diverse ecosystem
companies, each representing different approaches to digitizing healthcare deliv
and administration. Understanding the business model taxonomy of these comp:
reveals fundamental differences in how they generate revenue, manage risk, and

defensible competitive positions.

Clover Health emerged as perhaps the most prominent tech-enabled payer, goin,
public via SPAC in 2021 with a valuation exceeding three billion dollars. The cor
operates as a Medicare Advantage plan, collecting premiums from members and
paying claims for their healthcare services while using proprietary technology tc

manage population health and reduce costs. This dual role as both technology



company and insurance entity created unique advantages and challenges that be

evident in their public market performance.

Teladoc Health, having gone public earlier but experiencing massive growth dur
the pandemic period, represents the largest pure-play telehealth provider emplo
physicians and billing insurance for virtual consultations. The company's acquis
of Livongo for 18.5 billion dollars created a combined entity focused on both ep
care delivery and chronic disease management, positioning it as a comprehensiv

virtual care platform with direct clinical responsibilities.

One Medical, which Amazon subsequently acquired, operated membership-base
primary care clinics combining physical locations with digital capabilities. The

company employed physicians, operated medical facilities, and billed insurance
services while charging additional membership fees, representing a hybrid mode

between traditional primary care and technology-enabled healthcare delivery.

Hims & Hers Health pioneered the direct-to-consumer telehealth model, employ
physicians to provide consultations while also operating as a pharmacy benefit

manager and direct pharmaceutical distributor. This vertical integration allowec
company to capture revenue across multiple points in the healthcare value chain
maintaining control over the entire patient experience from consultation throug

medication fulfillment.

GoodRx established itself as a pure technology vendor, providing price transpar
tools and discount programs for prescription medications without employing

physicians or processing insurance claims. The company generates revenue thro
referral fees from pharmacy benefit managers and subscription services, represe

the classic software-as-a-service model applied to healthcare price discovery.

Progyny focuses specifically on fertility and family planning benefits, operating
specialized payer that contracts with employers to provide comprehensive

reproductive health coverage. The company both enrolls members through empl
relationships and processes claims for fertility treatments, combining technolog

platforms with specialized insurance operations in a high-value healthcare verti



Doximity created a professional networking platform specifically for physicians,
generating revenue through pharmaceutical company advertising and recruitme
services without directly employing healthcare providers or processing patient ¢
transactions. This approach represents the pure technology vendor model applie

healthcare professional services rather than patient care delivery.

The diversity of business models within this cohort provides an ideal natural
experiment for understanding which approaches to healthcare technology create
sustainable competitive advantages and demonstrate resilience through econom:i

cycles and market corrections.

Employment Models: The Physician
Factor

The decision whether to employ physicians directly versus partnering with
independent healthcare providers represents one of the most significant strategi
choices for healthcare technology companies, with profound implications for res
models, regulatory compliance, operational complexity, and long-term defensibi
Companies that chose to employ physicians took on substantial additional
responsibilities but also gained control over care quality, patient relationships, ¢

clinical outcomes that proved valuable during market downturns.

Teladoc Health built its business model around employing a network of licensed
physicians to provide virtual consultations across multiple specialties. This
employment model required the company to handle physician credentialing,
malpractice insurance, continuing education requirements, and compliance witl
medical practice regulations across all states where it operates. While this create
significant operational overhead, it also provided Teladoc with direct control o
quality, standardized clinical protocols, and the ability to bill insurance directly
medical services rather than merely facilitating transactions between patients ar

independent providers.

The physician employment model proved particularly valuable during the pande

when virtual care utilization exploded. Because Teladoc controlled its provider



network directly, the company could rapidly scale capacity, implement clinical
guidelines for COVID-19 care, and ensure consistent service delivery across its
platform. This control translated into predictable revenue from insurance billin
the ability to demonstrate clinical outcomes that justified premium pricing with

payers and employers.

Hims & Hers took a similar approach to physician employment but focused on s;
therapeutic areas where standardized care protocols could be effectively delivere
through asynchronous telemedicine consultations. By employing physicians

specializing in dermatology, sexual health, mental health, and weight manageme
the company created vertically integrated care delivery systems that combined ¢

expertise with pharmaceutical distribution and patient engagement technology.

The employment model allowed Hims & Hers to capture revenue from both clini
consultations and medication sales, creating multiple revenue streams from sing
patient relationships. More importantly, by controlling the entire care pathway 1
initial consultation through ongoing treatment management, the company could
optimize patient outcomes and satisfaction in ways that pure technology platfor

facilitating connections between patients and independent providers could not 1

One Medical represented the most capital-intensive version of physician employ
combining technology platforms with physical clinic locations staffed by employ
primary care physicians. While this model required substantial real estate invest
and local market development, it created the strongest patient relationships and
highest switching costs among healthcare technology companies in the cohort.
Patients developed ongoing relationships with specific physicians and medical t
making One Medical's service essentially irreplaceable rather than easily

substitutable.

In contrast, companies that chose not to employ physicians faced different chall
and opportunities. Doximity built a successful business by creating value for
physician networks without taking on the responsibilities of clinical care delivei

However, this approach limited the company's ability to capture value from pati



care transactions and required dependence on advertising and recruitment rever

streams that proved more volatile during economic downturns.

GoodRx similarly avoided physician employment by focusing on price transpare
and prescription discount services that added value to existing healthcare transa
without replacing traditional provider relationships. While this approach requir
less capital and regulatory complexity, it also positioned GoodRx as a commodit
service provider rather than an essential component of healthcare delivery, maki
company more vulnerable to competitive pressure and changes in pharmaceutic:

pricing dynamics.

The physician employment decision ultimately determined whether healthcare
technology companies operated as essential healthcare infrastructure versus
facilitating technologies that improved existing healthcare processes. Companie
employed physicians became integral to healthcare delivery in ways that created
stronger competitive moats and more predictable revenue streams, albeit with h

operational complexity and capital requirements.

Insurance Operations: Premium
Collection and Claims Processing

The complexity of American healthcare payment systems creates natural barrier
entry that healthcare technology companies either navigate by becoming license
payers themselves or attempt to circumvent through various partnership and

facilitation models. Companies that chose to obtain insurance licenses and oper:
tech-enabled payers demonstrated markedly different performance characteristi

compared to those that remained technology vendors serving the insurance ecos’

Clover Health represents the most comprehensive example of a technology comg
that became a full-service payer, obtaining Medicare Advantage licenses and ope
as a complete insurance entity responsible for member enrollment, premium
collection, claims processing, provider network management, and medical cost
management. This approach required substantial regulatory capital, state-by-sta

licensing processes, actuarial expertise, and compliance with complex Medicare



regulations, but it also provided access to the largest and most predictable reven

streams in healthcare.

As a Medicare Advantage plan, Clover Health receives monthly capitation payma
from the Centers for Medicare and Medicaid Services for each enrolled member.
creating recurring revenue that scales with membership growth rather than

transaction volume. This revenue model proved more resilient during economic
downturns because it depends on demographic trends in Medicare eligibility rat
than discretionary healthcare utilization patterns that can fluctuate with econon

conditions.

The company's technology focus on population health management and care
coordination allowed it to potentially achieve better medical cost ratios than
traditional Medicare Advantage plans by identifying high-risk members earlier :
intervening with preventive care programs. However, the insurance model also
exposed Clover Health to medical cost risk that pure technology vendors avoid,
creating quarterly earnings volatility based on actual versus projected healthcar

utilization by enrolled members.

Progyny operates in a more specialized segment of the payer market, focusing
exclusively on fertility and reproductive health benefits that employers purchase
supplemental coverage for their employee populations. While this approach limi
Progyny's total addressable market compared to general health insurance, it alsc
positions the company in a high-value, high-engagement segment where its

specialized expertise creates significant competitive advantages.

The fertility benefits market exhibits different utilization patterns than general
healthcare, with more predictable seasonal variations and treatment cycles that :
for sophisticated actuarial modeling. Progyny's ability to manage both the clinic
aspects of fertility treatment coordination and the financial aspects of claims

processing creates comprehensive value propositions for employer clients that p

technology vendors cannot match.



By processing claims directly, Progyny captures detailed data about treatment

outcomes, provider performance, and patient satisfaction that enables continuot
improvement of clinical protocols and cost management strategies. This operatis
integration between technology capabilities and insurance processing creates da
advantages that compound over time, making Progyny increasingly valuable to b

patients and employers.

Companies that chose not to operate as payers faced different opportunities and
constraints in their business model development. Teladoc Health, despite emplo
physicians and billing insurance for services, operates as a healthcare provider r
than a payer, receiving fee-for-service payments for virtual consultations rather

managing population health risk through capitation arrangements.

This provider model allows Teladoc to scale revenue through increased utilizatic
its services without taking on the actuarial risk associated with population healt
management. However, it also makes the company dependent on fee-for-service
reimbursement rates negotiated with payers and subject to utilization patterns t
can vary significantly based on economic conditions, seasonal factors, and public
health events like the COVID-19 pandemic.

GoodRx operates in the pharmaceutical segment of healthcare payments withou
becoming a licensed payer, instead generating revenue through referral fees fror
pharmacy benefit managers when patients use GoodRx discount programs. This
approach allows the company to add value to pharmaceutical transactions witho
taking on insurance risk, but it also positions GoodRx as a middleman in pricing
negotiations between pharmaceutical companies, pharmacy benefit managers, ar

retail pharmacies.

The insurance operations decision fundamentally determines whether healthcar
technology companies operate as principals with direct financial responsibility f
healthcare outcomes versus agents facilitating improved healthcare transactions
Companies that became licensed payers developed more defensible competitive
positions and predictable revenue streams, but they also accepted regulatory ove

and financial risk that technology vendors avoid.



The Pure Tech Vendor Reality

Healthcare technology companies that positioned themselves as pure software ve
serving other healthcare stakeholders faced unique challenges in demonstrating
sustainable competitive advantages and justifying premium valuations in public
markets. Unlike companies that employed physicians or operated as payers, pur:
technology vendors had to prove their value propositions through efficiency

improvements and cost savings for their customers rather than direct revenue c¢

from healthcare transactions.

GoodRx exemplifies both the opportunities and limitations of the pure technolo
vendor model in healthcare. The company created genuine value for consumers |
providing price transparency in prescription drug markets that historically oper
with limited pricing information available to patients. By aggregating discount
programs from multiple pharmacy benefit managers and presenting them throug
user-friendly mobile and web applications, GoodRx democratized access to
pharmaceutical savings that previously required insider knowledge or professios

guidance.

The company's revenue model depends on referral fees paid by pharmacy benefi
managers when patients use GoodRx discount codes, creating a transaction-base
revenue stream that scales with pharmaceutical utilization rather than subscript
fees or licensing arrangements. During the pandemic, this model initially benefi
from increased prescription drug utilization as patients stockpiled medications

sought cost savings during economic uncertainty.

However, GoodRx's position as a middleman in pharmaceutical pricing negotiati
also made the company vulnerable to changes in pharmacy benefit manager strat
pharmaceutical company pricing policies, and regulatory interventions in drug
pricing markets. The company cannot directly control the prices it displays or tl
savings it provides to consumers, making its value proposition dependent on
relationships with other healthcare entities that could potentially disintermedia

GoodRx by offering similar services directly to consumers.



Doximity took a different approach to the pure technology vendor model by crez
professional networking platform specifically designed for physicians and other
healthcare professionals. The company generates revenue through pharmaceutic
company advertising, medical device marketing, and healthcare recruitment serv

rather than facilitating patient care transactions or processing healthcare payme

This advertising-based revenue model proved highly profitable during periods o
pharmaceutical industry growth and healthcare labor shortages, but it also made
Doximity vulnerable to economic downturns that reduce pharmaceutical market
budgets and healthcare hiring activity. The company's success depends on

maintaining physician engagement with its platform while attracting healthcare
industry advertisers, creating a classic two-sided market dynamic with associate

challenges in balancing the interests of both user groups.

Doximity's competitive advantage stems from its early establishment as the dom
professional networking platform for physicians, creating network effects that n
difficult for competitors to replicate the platform's value proposition. However,
advantage also depends on continued physician adoption and engagement, whicl
could potentially shift to alternative platforms or communication methods as

healthcare technology evolves.

The pure technology vendor model faces inherent challenges in healthcare mark
because it requires proving value creation without directly participating in healt
revenue streams. Unlike software-as-a-service companies in other industries tha
demonstrate clear return on investment through productivity improvements or «
savings, healthcare technology vendors must navigate complex stakeholder
relationships and regulatory environments while competing with established

healthcare entities that may develop similar capabilities internally.

Pure technology vendors also face pricing pressure because their customers view
technology solutions as cost centers rather than revenue generators, making it
difficult to capture significant portions of the value created through improved

healthcare efficiency or outcomes. This dynamic forces pure technology vendors



scale volume rapidly to achieve profitability, creating pressure for aggressive grc

strategies that may not be sustainable during economic downturns.

The companies that succeeded as pure technology vendors either established str
network effects that created switching costs for their users or developed specialsi
expertise in healthcare market segments where technology solutions provided cl
competitive advantages. However, even successful pure technology vendors rems
vulnerable to disintermediation by their customers or partners who might choos

develop similar capabilities internally rather than continuing to pay vendor fees.

Performance Analysis: Who Weathered
the Storm?

The dramatic market correction that began in late 2021 and extended through 2!
provided a natural stress test for different healthcare technology business model
revealing which approaches to value creation demonstrated genuine resilience v
those that had benefited primarily from pandemic-driven tailwinds and speculat
investor enthusiasm. The performance divergence among healthcare technology
companies during this period offers crucial insights about sustainable competiti

advantages in healthcare markets.

Hims & Hers Health emerged as perhaps the most striking success story among

healthcare technology companies during the market correction period. After goi
public via SPAC in early 2021, the company's stock price increased more than 2C
percent through 2024, driven primarily by its successful entry into the weight lo
treatment market through compound semaglutide offerings. The company's vert
integrated model combining physician employment, telehealth consultations, an
pharmaceutical distribution allowed it to capture the entire value chain from GI

related care delivery.

The weight loss treatment success demonstrated the power of the company's bu:
model in high-value therapeutic areas where patients are willing to pay premiun
prices for convenient access to effective treatments. By employing physicians wh

could prescribe compound semaglutide and operating its own pharmacy capabil



to fulfill prescriptions, Hims & Hers created a comprehensive solution that com
pure technology vendors could not replicate without substantial operational

investments.

Importantly, Hims & Hers achieved profitability during this period, reaching po:
net income for the first time in the fourth quarter of 2023 and projecting contin
profitability throughout 2024. This milestone distinguished the company from n
healthcare technology peers that remained focused on growth over profitability,
demonstrating that the vertically integrated telehealth model could generate

sustainable returns when applied to appropriate therapeutic areas.

Clover Health experienced more volatile performance but demonstrated the resi
characteristics of the tech-enabled payer model despite significant operational
challenges. While the company's stock price declined substantially from its post
SPAC peaks, Clover Health continued to grow Medicare Advantage membership
achieved improving medical cost ratios through its technology-enabled care

management programs.

The company's ability to collect predictable monthly capitation payments from

Medicare provided revenue stability during periods when other healthcare techr
companies experienced utilization declines. However, Clover Health also faced t
inherent volatility of insurance operations, with quarterly earnings fluctuations
on medical cost management and regulatory changes in Medicare Advantage pay

methodologies.

Recent insider buying activity and improving operational metrics suggested that
tech-enabled payer model retained fundamental strengths despite public market
skepticism about the company's execution capabilities. The Medicare Advantage
market continues to grow with aging demographics, providing a favorable backc
for companies that can demonstrate superior cost management through technolc

enabled interventions.

Teladoc Health, despite its prominent position as the leading virtual care platfor

experienced significant challenges during the market correction period. The



company's stock price declined more than 50 percent from its pandemic peaks,
reflecting investor skepticism about the sustainability of virtual care utilization

and the company's ability to achieve profitability despite substantial scale.

The primary challenge facing Teladoc stemmed from the normalization of healtl
utilization patterns as pandemic restrictions ended and patients returned to in-j
care for many conditions previously treated through virtual consultations. While
company maintained that virtual care adoption would remain permanently eleva
compared to pre-pandemic levels, the growth trajectory proved more modest the

investors had anticipated during the height of pandemic-driven telehealth adopt

However, Teladoc's position as an employer of physicians billing insurance for
medical services provided more stability than pure technology vendors experiens
during the same period. The company's recurring revenue from subscription
arrangements with health plans and employers created predictable cash flows th

supported continued investment in platform development and clinical capabiliti

GoodRx faced perhaps the most significant challenges among major healthcare
technology companies during the market correction, with its stock price declini
more than 60 percent from initial public offering peaks. The company's pure
technology vendor model proved vulnerable to multiple pressures including inci
competition from pharmacy chains offering similar discount programs, regulato
scrutiny of pharmacy benefit manager practices, and changes in pharmaceutical

pricing strategies.

The fundamental challenge for GoodRx stemmed from its position as a middlem
pharmaceutical transactions without direct control over the prices or savings it «
offer to consumers. As pharmacy benefit managers and retail pharmacies develo)
their own consumer-facing discount programs, GoodRx's value proposition beca
less differentiated, leading to pricing pressure and market share erosion in key

therapeutic areas.

Progyny demonstrated the resilience of specialized payer models focused on hig

value healthcare segments, though the company also experienced stock price vol



during the broader market correction. The fertility benefits market exhibited
different dynamics than general healthcare, with continued employer adoption ¢

reproductive health benefits despite economic uncertainty.

The company's ability to process claims directly while providing specialized cas:
management for fertility treatments created defensible competitive advantages t
pure technology vendors could not replicate. However, Progyny also faced headv
from economic conditions that led some employers to reduce benefit spending,

creating utilization pressures that affected revenue growth projections.

Overall, the performance analysis revealed that healthcare technology companie:
direct participation in healthcare revenue streams through physician employmer
insurance operations demonstrated greater resilience than pure technology vend
during market corrections. Companies that controlled entire care pathways or
assumed financial risk for healthcare outcomes developed more defensible
competitive positions and predictable revenue streams that investors valued dur

periods of economic uncertainty.

Strategic Implications for Entrepreneu
and Investors

The performance patterns observed among healthcare technology companies du
the 2021-2024 market cycle provide actionable insights for entrepreneurs evalua
business model choices and investors allocating capital in healthcare technology
ventures. The evidence suggests fundamental structural advantages for compani
that participate directly in healthcare delivery or payment processing rather tha

serving as technology vendors to other healthcare stakeholders.

For entrepreneurs developing healthcare technology companies, the employmen
versus partnership decision regarding clinical staff represents perhaps the most
critical strategic choice affecting long-term competitive positioning. Companies
chose to employ physicians, nurse practitioners, and other clinical professionals

gained direct control over care quality, patient relationships, and clinical outcon



that translated into stronger competitive moats and more predictable revenue

streams.

The employment model requires substantially higher initial capital investment ¢
ongoing operational complexity compared to platform approaches that facilitate
connections between patients and independent healthcare providers. However,
companies that made these investments demonstrated superior ability to scale
revenue, achieve profitability, and maintain market positions during economic

downturns.

Entrepreneurs should particularly consider physician employment models in
therapeutic areas where standardized care protocols can be effectively delivered
through digital channels, patients demonstrate high willingness to pay for
convenience and accessibility, and clinical outcomes can be measured and impro
through technology-enabled interventions. The success of Hims & Hers in areas
dermatology, sexual health, and weight management illustrates how vertical

integration can create compelling value propositions in appropriate market segn

The insurance operations decision presents similar strategic trade-offs between
operational complexity and competitive defensibility. Healthcare technology

companies that obtained payer licenses and assumed financial risk for healthcar
outcomes accessed larger and more predictable revenue streams while developin

advantages and clinical expertise that pure technology vendors cannot replicate.

Entrepreneurs evaluating payer model approaches should focus on healthcare

segments where technology can demonstrably improve clinical outcomes and rec
costs compared to traditional care delivery methods. The specialized payer appr:
pioneered by Progyny in fertility benefits suggests that vertical focus combined-
technological sophistication can create sustainable competitive advantages even

relatively narrow market segments.

For investors, the performance data suggests that healthcare technology compan
employing clinical staff or operating as licensed payers warrant premium valuati

compared to pure technology vendors due to their stronger competitive position



and more predictable revenue characteristics. However, these business models a
require larger initial capital investments and longer development timelines to ac

scale.

Investment thesis development should carefully evaluate whether healthcare
technology companies have identified genuine inefficiencies in healthcare delive
payment processing that technology can address, rather than simply applying
successful technology business models from other industries to healthcare mark
The healthcare sector's unique regulatory environment, stakeholder relationshiy
payment methodologies create barriers to technology adoption that require

specialized expertise and substantial capital to overcome.

The pure technology vendor model remains viable in healthcare markets, but su
requires either establishing strong network effects that create switching costs fc
users or developing specialized capabilities that provide clear competitive advan
over internal technology development by healthcare entities. Companies pursuir
pure technology vendor strategies should demonstrate clear return on investmer

their customers and sustainable barriers to competitive entry.

Risk assessment for healthcare technology investments should consider the com
ability to control its own destiny through direct participation in healthcare reve
streams rather than dependence on partnerships or relationships with other

healthcare stakeholders that might change their technology strategies or develoj

competing capabilities internally.

The scaling characteristics of different healthcare technology business models a
provide important guidance for investment strategy development. Companies th
employ clinical staff or operate as payers typically demonstrate more linear scali
relationships between capital investment and revenue growth, while pure technc
vendors may achieve more exponential growth patterns but with higher risk of

competitive displacement.

Market timing considerations suggest that healthcare technology companies wit

direct clinical or insurance operations perform better during economic downtur



because they provide essential healthcare services rather than facilitating
discretionary technology adoption by other healthcare entities. This defensive
characteristic may justify premium valuations for investors seeking resilient

healthcare technology exposure.

The regulatory environment surrounding healthcare technology continues to evc
with increasing scrutiny of data privacy, clinical outcomes, and payment

methodologies that could affect different business models differently. Companie
participate directly in healthcare delivery or payment processing generally have
established regulatory frameworks and compliance capabilities compared to pur

technology vendors that may face evolving regulatory requirements.

Conclusion: The Provider-Payer
Advantage Thesis

The comprehensive analysis of healthcare technology company performance thre
the 2019-2024 market cycle reveals a clear pattern favoring business models that
participate directly in healthcare delivery or payment processing over pure techi
vendor approaches. Companies that employed physicians and billed insurance, ¢
operated as tech-enabled payers processing claims and enrolling members,

demonstrated superior resilience, profitability prospects, and competitive positi

compared to technology vendors serving healthcare stakeholders.

This provider-payer advantage thesis suggests that sustainable value creation in
healthcare technology requires accepting the operational complexity and regulat
requirements associated with direct participation in healthcare transactions ratl
than attempting to extract value through facilitating technologies that improve
existing healthcare processes. The healthcare sector's unique characteristics,
including complex payment systems, regulatory oversight, and established stake
relationships, create natural barriers to technology adoption that favor compani;

willing to assume direct responsibility for healthcare outcomes.

The employment of clinical staff, particularly physicians, emerges as a critical st

factor for healthcare technology companies seeking to build defensible competit



positions. Companies that employed physicians gained control over care quality,
patient relationships, and clinical outcomes that translated directly into stronge
competitive moats and more predictable revenue streams. The investment requis
for physician employment and clinical infrastructure created barriers to compet

entry that pure technology platforms could not replicate.

Similarly, companies that obtained insurance licenses and operated as tech-enab
payers accessed larger and more predictable revenue streams while developing

specialized expertise in healthcare cost management and clinical coordination. T
payer model provides access to capitation payments and premium revenue that s
with membership rather than transaction volume, creating more stable financial

foundations for technology development and market expansion.

The pure technology vendor model, while requiring lower initial capital investm
proved more vulnerable to competitive pressure, partnership dependencies, and
market volatility during economic downturns. Healthcare entities increasingly

developed internal technology capabilities rather than relying on external vendo
reducing the addressable market for pure technology solutions and creating pric

pressure on companies that remained technology vendors.

For the healthcare technology ecosystem, these findings suggest that future
innovation and investment should focus on companies willing to assume direct
responsibility for healthcare delivery or payment processing rather than those se
to remain pure technology providers. The most successful healthcare technology
companies of the next decade will likely combine technological sophistication w

operational excellence in clinical care delivery or insurance operations.

The implications extend beyond individual company strategy to broader healthc
system transformation. Technology-enabled providers and payers have demonstt
superior ability to improve healthcare outcomes and reduce costs compared to
traditional healthcare entities adopting technology solutions developed by exter:
vendors. This suggests that healthcare system improvement will accelerate as
technology companies assume direct responsibility for healthcare results rather

providing tools to existing healthcare entities.



The investment landscape should reflect these realities through valuation
methodologies that recognize the sustainable competitive advantages created by
participation in healthcare revenue streams. Healthcare technology companies tl
employ clinical staff or operate as licensed payers warrant premium valuations d
their stronger competitive positioning, but they also require patient capital that
understands the longer development timelines and higher capital requirements

associated with these business models.

The healthcare technology sector stands at a crucial inflection point where the

companies that survived and thrived through the market correction of 2021-202:
proven the viability of provider-payer integrated models over pure technology ve
approaches. Future entrepreneurs and investors should build their strategies arc
this fundamental insight, focusing on healthcare technology companies that acc
the operational complexity of direct healthcare participation in exchange for the

competitive advantages and financial stability that such participation provides.

The provider-payer advantage thesis does not suggest that technology innovatios
healthcare will diminish, but rather that the most successful implementations oi
healthcare technology will occur within companies that combine technological

capabilities with direct responsibility for healthcare outcomes. This integration
technology and operations represents the future of healthcare innovation, where
sustainable value creation requires accepting the full complexity of healthcare

delivery and payment rather than attempting to remain external technology pros

to the healthcare system.
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