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Abstract

Bessemer Venture Partners released their State of Health AI 2026 report, offerin
fresh data on market dynamics that matter for anyone building or backing healt
companies. The report surfaces several counterintuitive findings worth examinit
administrative Al is generating revenue faster than clinical AI despite lower per
value, horizontal platforms are winning against vertical point solutions in ways 1
mirror broader SaaS trends, and the regulatory pathway question remains more

theater than substance for most applications.

For operators and investors, the report provides useful benchmarks on go-to-ma
velocity, customer acquisition costs, implementation timelines, and the growing
tension between build vs buy decisions at health systems. The data suggests the
market is maturing faster than expected in some segments while remaining

stubbornly difficult in others, particularly around clinical workflow integration

reimbursement pathways.
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The Administrative vs Clinical Al Parad

The most striking finding in Bessemer’s report comes from their revenue distrib
analysis. Administrative Al applications are generating meaningful revenue at r¢
3x the rate of clinical Al tools, even though every investor pitch deck leads with
clinical impact narratives and patient outcome improvements. This creates an

interesting disconnect between what founders pitch and what actually pays the |

The reason isn’t particularly mysterious once you think about the buying proces
Administrative Al sells into revenue cycle, operations, or IT departments with c
ROI calculations and budget authority. Clinical Al sells into clinical leadership-
diffuse decision-making, longer evaluation cycles, and the constant challenge of
proving incremental value over existing workflows. An ambient documentation t
that saves physicians 2 hours per day has a straightforward value prop. A clinica
decision support system that might improve diagnostic accuracy by 8 percent re

multi-year outcomes studies and fights with entrenched clinical patterns.

The data shows administrative AI companies hitting first dollar ARR about 6-8
months faster than clinical Al companies on average. That timeline difference
compounds across the early growth phase. By month 24, administrative-focused
companies in the dataset had reached roughly $4M ARR while clinical-focused
sat around $1.5M. The gap isn’t explained by product quality or technical

sophistication, it reflects fundamental differences in healthcare buying behavior

This creates a strategic question for founders. Do you build what healthcare nee
most or what healthcare will actually buy fastest? The honest answer is probably

sequencing carefully. Several successful companies in the report started with



administrative wedge products to establish revenue and relationships, then expa
into higher-value clinical applications once they had organizational trust and da
access. The ambient documentation category basically followed this playbook, st

with simple transcription before layering in clinical intelligence.

The paradox extends to valuation multiples too. Clinical AI companies that do a
meaningful scale trade at higher revenue multiples than administrative peers, de
slower growth rates. Investors pay for the clinical narrative even when the

administrative mechanics drive the actual business. A company doing $10M ARI
prior authorization automation might trade at 8-10x while a company doing the
revenue in diagnostic imaging Al could command 15-20x. The market prices the

aspiration, not just the current revenue mix.

Why Horizontal Platforms Are Eating
Vertical Point Solutions

Bessemer’s data on horizontal vs vertical strategies deserves more attention than
getting. Horizontal platforms focused on broad workflow automation across mul
use cases are winning customer adoption faster than vertical point solutions
optimized for specific clinical domains. This mirrors the broader SaaS market

evolution but feels counterintuitive in healthcare where specialization usually w

The mechanism appears to be integration burden and organizational bandwidth
Health systems are exhausted by point solutions. The average large hospital syst:
now manages 400-600 distinct software vendors according to various surveys, cri
massive integration overhead, workflow fragmentation, and vendor management
complexity. Every new point solution requires its own security review, legal

negotiation, technical integration, training program, and ongoing support struct

Horizontal platforms that can address multiple use cases with a single integratic
vendor relationship are increasingly favored, even if they're not best-in-class for
specific function. A platform that handles ambient documentation, clinical

summaries, and patient communication at 80 percent of the quality of specialize



tools beats managing three separate vendors for most organizations. The integra

tax overwhelms the performance delta.

The report shows horizontal platforms achieving 2.5x faster expansion revenue ¢
within existing customers compared to vertical solutions. Once a horizontal plat
lands in an organization, it spreads across departments and use cases with minir
additional sales friction. Vertical solutions face repeated sales cycles for each

expansion opportunity, fighting the point solution fatigue problem every time.

This trend intersects interestingly with the EHR vendor strategies. Epic, Oracle
Health, and others are building increasingly capable native Al functionality. The
for third-party point solutions keeps rising because they need to be sufficiently
than the embedded alternative to justify the integration overhead. Horizontal

platforms have a better shot at clearing that bar because they deliver value acros

enough use cases that the integration cost gets amortized.

For early stage companies, this suggests some uncomfortable strategy questions.
venture-backable narrative loves vertical depth, the “we’re the Al radiologist” o1
“we’re the Al cardiologist” positioning. But the actual market dynamics increasi
favor horizontal breadth, at least for companies trying to reach meaningful scale
winners might be companies that can thread the needle, going deep enough in o
vertical to prove clinical value but architecting horizontally from day one to ena

expansion.

The Revenue Ramp Reality Check

The revenue trajectory data in Bessemer’s report provides useful benchmarks th
through the typical fundraising narratives. Health Al companies are taking long
hit meaningful revenue milestones than equivalent B2B SaaS companies, but not
long as traditional health IT infrastructure plays. The median time from first
customer to $1M ARR is around 18 months, with best quartile companies doing
12-14 months.



What’s interesting is the variance. Clinical Al companies show much wider
distribution in time-to-revenue than administrative Al companies. Some clinical
applications achieve rapid adoption when they hit the right workflow pain point
while others languish in pilot purgatory for years. Administrative applications s.
more predictable ramp curves, likely because the ROI calculations are more

standardized and the buying process is more professionalized.

The report breaks down what “good” looks like at different stages. By month 12.
quartile companies are at $500k-$750k ARR. By month 24, they’re at $3M-$5M .
By month 36, they're approaching $10M-$15M ARR. These numbers are meanin
because they determine Series A and Series B timing and valuation. Companies |
these benchmarks either need to accept dilution, extend runway, or have excepti

unit economics to justify slower growth.

The data also shows that very few health Al companies are hitting the classic “tr
triple double double” SaaS growth pattern. Healthcare buying cycles and

implementation timelines make that trajectory nearly impossible. The more real
pattern for top performers is something like 2x, 2x, 1.5x%, 1.5x as they scale throu
$50M ARR. That’s still exceptional growth but requires different capital efficien

planning than pure SaaS models.

Customer concentration remains a challenge across the segment. The median he
Al company at $5M ARR has 60-70 percent of revenue concentrated in their top
customers. That’s higher concentration than most SaaS businesses and creates b:
expansion opportunity and risk. The concentrated customer base means strong
expansion revenue potential but also meaningful churn risk if a large customer

relationship deteriorates.

Implementation Timelines and the
Integration Tax

The implementation timeline data might be the most tactically useful part of
Bessemer’s report for operators. The median time from contract signature to

production deployment is 4-6 months for health AT applications, with clinical



applications taking longer than administrative tools. That’s faster than tradition
health IT infrastructure but slower than modern SaaS products that can be live i

days or weeks.

The bottleneck isn’t usually technical integration, it’s organizational readiness. -
systems need to complete security reviews, establish data governance framework
train end users, and modify clinical or operational workflows. Even great produc
with solid APIs run into these organizational speed limits. Companies that figur
how to compress implementation timelines gain meaningful competitive advant:
because shorter time-to-value drives better customer satisfaction and faster reve

recognition.

The best performing companies in the dataset have implementation timelines 3C
percent shorter than peers. They achieve this through better implementation
methodologies, purpose-built onboarding tools, and sometimes by targeting cus
segments with more mature technical infrastructure. Selling to large academic
medical centers might offer bigger ACVs but the implementation complexity cat
brutal compared to mid-size community hospitals with simpler technical

environments.

The integration tax shows up in several places beyond just implementation time
Ongoing data integration maintenance consumes 20-30 percent of engineering
resources for most health Al companies according to the report. That’s product
development capacity that can’t go toward new features or capabilities. Compan
that can reduce this burden through better integration architecture or by levera,

standard APIs like FHIR gain meaningful efficiency advantages.

The report suggests that health systems are starting to value implementation

simplicity almost as highly as product functionality in vendor selection. A prodt
that’s 80 percent as good but can be live in 6 weeks beats a superior product tha
6 months to implement. This creates opportunities for companies that optimize

deployment velocity rather than just feature depth.

The Build vs Buy Inflection Point



Bessemer’s data on health system build vs buy decisions reveals an inflection poi
worth understanding. Large health systems that previously defaulted to building
custom Al solutions internally are increasingly shifting to buying commercial

products, but with important caveats about where they draw the line.

The shift appears driven by three factors. First, the talent market for Al enginee
become prohibitively expensive for health systems competing against tech comp
Second, the pace of foundation model improvement makes internal development
because commercial products can leverage rapid model improvements while cus
solutions get stuck on older architectures. Third, health systems are discovering
the total cost of ownership for internal Al tools is higher than expected once yot

account for ongoing maintenance, model retraining, and regulatory compliance.

The data shows health systems are most likely to buy commercial products for
horizontal administrative use cases where they have no unique data or workflow
advantages. Prior authorization, clinical documentation, patient communication
these are increasingly seen as commoditized functions where commercial produs
deliver sufficient value. They’re most likely to build internally for core clinical
decision support that’s tightly integrated with their specific protocols and EHR

customizations.

This creates a market segmentation that matters for startups. If you're building
category where large health systems have strong incentives to build internally, y«
either targeting smaller health systems that can’t build or you need exceptional
product differentiation. The sweet spot appears to be complex enough that most
organizations won’t build internally but not so strategic that large systems feel

compelled to own the capability.

The build vs buy equation also varies by health system financial performance. Sy
with strong operating margins and cash positions are more likely to invest in int
development for strategic applications. Systems facing financial pressure are cut
internal development and standardizing on commercial products to reduce costs
current financial situation across much of the health system market favors comn

vendors.



One counterintuitive finding is that EHR vendor relationships are becoming mo
important in build vs buy decisions than expected. Health systems with strong E
partnerships are increasingly looking to Epic first before considering third-part
solutions, even when Epic’s offering is less mature. The integration advantages a
vendor consolidation benefits outweigh the product quality gap for many use ca:
This is challenging for startups because it raises the bar for how much better th

need to be to displace the embedded solution.

Regulatory Theater vs Regulatory Real

The regulatory section of Bessemer’s report offers a more nuanced take than the
typical founder anxiety about FDA oversight. The data suggests most health Al

companies are spending more time worrying about FDA clearance than the actu:
market requires. The majority of successful health AT applications in the datasei
operating under enforcement discretion for clinical decision support software o;

meet the device definition at all.

The categories that actually need FDA clearance are narrower than founders oft:
assume. Diagnostic Al that provides definitive interpretations without physician
review, autonomous treatment decisions, or applications that modify medical de
functionality generally require clearance. Ambient documentation, workflow
automation, clinical summaries, patient engagement tools, and most care coordi
applications do not. The enforcement discretion guidance for clinical decision

support software covers a huge swath of health Al applications.

What’s interesting is that some companies are pursuing FDA clearance even whe
required, using it as a marketing differentiation tool. The data shows this strate;
mixed results. For selling into large health systems and ACOs with sophisticatec
procurement, FDA clearance can be a meaningful advantage. For selling into
physician practices and smaller hospitals, it rarely moves the needle. The juice n
not be worth the squeeze given the 12-18 month timeline and $500k-$2M cost tc
through 510k clearance.



The report also highlights that post-market surveillance and real-world evidenc:
generation are becoming more important than initial clearance for clinical Al
applications. Health systems want to see that your algorithm performs well in th
specific patient population, not just in the FDA submission dataset. Companies
invest in continuous performance monitoring and can demonstrate real-world

effectiveness have advantages regardless of regulatory status.

The regulatory landscape is evolving in ways that favor larger companies with

regulatory affairs teams and multiple product lines to amortize compliance cost:
FDA’s increasing focus on algorithm lifecycle management and continuous learr
systems creates ongoing compliance overhead that’s easier for well-funded comg
to manage. This could create consolidation pressure in categories where regulat

scrutiny is increasing.

What This Means for Early Stage
Companies

The strategic implications from Bessemer’s data point toward some uncomfortal
truths for early stage health Al companies. The market is getting more competit
customer acquisition is expensive, implementation is slow, and the bar for

differentiation keeps rising as EHR vendors build more native Al capabilities. St
requires excellence in product, distribution, implementation, and capital efficie

simultaneously.

The most actionable finding is probably the importance of choosing initial wedg
products carefully. Starting with administrative applications to establish revenu
customer relationships before expanding to clinical use cases appears to be a wii
pattern. The companies that start with complex clinical applications and try to s
the long sales cycles and implementation timelines often run out of cash before

achieving product-market fit.

Distribution strategy matters more than founders typically assume. The data shc
that companies with channel partnerships, reseller relationships, or EHR integr:

achieve faster growth than pure direct sales models. Health systems are increasi;



looking to consolidate vendors and prefer products that come through existing
relationships. Building those channel relationships early, even if they cannibaliz

some margin, appears to drive better overall outcomes.

The report suggests focusing on customer segments with higher propensity to b
faster implementation cycles early in company development. Large academic me
centers make compelling case studies but can be brutally slow to implement and
demand heavy customization. Mid-size community hospitals and large physician
groups often provide better early customers because they move faster and have

simpler requirements. The enterprise customers can come later once the produc

more mature.

Capital efficiency is becoming critical as the venture funding environment tight
The median health AI company in the dataset raises $15M-$25M to reach $10M
which is higher than most SaaS companies. Founders need to either raise larger

rounds, extend runway through slower burn, or find ways to reach revenue miles
more efficiently. The companies hitting these milestones with less capital raised

getting disproportionate valuation advantages.

The data also reinforces the importance of expansion revenue within existing
customers. Given the high cost of customer acquisition and long sales cycles,
companies need strong net revenue retention to achieve venture-scale outcomes.
best performing companies in the dataset show 120-140 percent net revenue rete
through expansion into new use cases, departments, or facilities within health
systems. Products that can expand naturally without requiring new sales cycles |

major advantages.

Capital Efficiency Metrics That Actually
Matter

Bessemer’s benchmarking data on capital efficiency provides useful guardrails f
health AI companies and their investors. The metrics that seem to matter most a

CAC payback period, net revenue retention, and revenue per employee. Compan



that excel on these dimensions can succeed with lower growth rates than pure S:

businesses.

CAC payback period for health Al companies averages 18-24 months according -
report, which is longer than typical SaaS but reflects the implementation timelir
staged rollout patterns in healthcare. Best quartile companies are achieving 12-1
month payback through some combination of higher ACV, lower sales costs thrc
channel partnerships, or faster implementation. Getting CAC payback under 12

months is rare but transformative for capital efficiency.

Net revenue retention shows wide variance by category and customer segment.
Administrative Al companies are seeing 110-130 percent NRR while clinical Al
companies range from 90-120 percent. The difference reflects both churn patter
expansion revenue dynamics. Companies below 100 percent NRR need exceptior
new logo growth to build venture-scale businesses. Companies above 120 percer

build significant businesses even with modest new customer acquisition.

Revenue per employee provides a useful efficiency metric that accounts for the
technical complexity of health AI products. The median health AT company at sc
generates $250k-$350k revenue per employee, which is lower than typical SaaS
($400k-$600k) but higher than traditional health IT services businesses ($150k-$
The difference reflects the engineering intensity of Al products and the custome

support requirements in healthcare.

The report shows that gross margins for health Al companies average 70-75 perc«
lower than pure SaaS but respectable for products with meaningful implementat
and support requirements. Companies with margins below 65 percent struggle t
achieve profitability at scale. Companies above 80 percent usually have products
minimal implementation requirements or have achieved enough scale to spread

across a large customer base.

What’s clear from the benchmarking data is that health AI companies need to be
rigorous about unit economics from early stages. The market won’t reward grow

any cost the way it did a few years ago. Companies need to show a path to profit:



at $50M-$100M ARR to attract growth capital. That requires discipline on custc
acquisition costs, pricing strategy, and organizational efficiency throughout the

scaling journey.

The most successful companies in Bessemer’s dataset seem to share a few comm.
patterns. They chose wedge products that generated revenue quickly while builc
toward higher-value clinical applications. They invested heavily in implementati
methodology and customer success to drive expansion revenue. They built chanr
partnerships or EHR integrations to reduce customer acquisition costs. And the
maintained capital discipline through the early growth phase rather than optimi
purely for growth rate.

For investors and operators, the report provides useful reality checks on what su
actually looks like in health AI. The timelines are longer, the capital requiremen
higher, and the exit landscape is still developing compared to pure SaaS markets
the market opportunity is enormous and the companies that execute well on pro
distribution, and efficiency simultaneously can build very significant businesses
key is having realistic expectations about growth trajectories, capital efficiency,

competitive dynamics in a market that’s maturing faster than most people expec
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