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How to read this report

Al reporting has a comparison problem. A vendor benchmark, a large-enterprise survey, a
nationally representative business survey, a forecast, and an observed financial result can all
produce impressive numbers while answering different questions.

This report keeps those questions separate. Every major claim carries two labels: how good
the evidence is, and how real the capability is today.

Evidence status

Label Meaning

CONFIRMED  Directly supported by a primary, official, peer-reviewed, or authoritative source.

REPORTED Credible survey, company disclosure, or dataset, dependent on its sample and
definitions.

ESTIMATE Forecast, midpoint, scenario, or modeled quantity.
INFERENCE Elevare's interpretation of multiple facts.

UNKNOWN Evidence is insufficient, unstable, or not comparable.

Reality status

Label Meaning

REAL NOW Commercially usable with established operating patterns.
SCALING Deployed and improving, but outcomes remain conditional.
EARLY Credible evidence exists; broad repeatability does not.
OVERHYPED The common narrative exceeds the evidence.

WATCH Important potential; timing or impact is uncertain.

Source IDs such as [S06] resolve in the source appendix. Evidence is current through the
stated cutoff. This is a decision document, not a snapshot meant to hold forever.



Executive summary

Al capability is still accelerating. Business value is not automatic. That gap — between what
the models can do and what companies actually get from them — is the real story of 2026,
and it is why this brief exists.

Frontier models are stronger, cheaper at a fixed level of performance, more multimodal, and
better at sustained tool use. The leading labs are closer together on many evaluations, open
models remain strategically relevant, and benchmark headlines are becoming less useful as a
buying guide. The model matters, but access to a model is no longer a strategy on its own.
[S03, S20-S27]

Capital is arriving faster than proof of enterprise return. Stanford reports $285.9 billion in U.S.
private Al investment in 2025, up from $109.1 billion in 2024. Gartner forecasts $2.59 trillion

in worldwide Al spending in 2026. These figures confirm demand and capacity building; they

say nothing about whether customers are earning an acceptable return. [S01, S02, S10]

Adoption is broad while reinvention stays rare. McKinsey reports 88% use Al in at least one
function, about one-third scale programs enterprise-wide, and only 6% qualify as Al high
performers. The U.S. Census puts nationally representative business use at 19.8% in the prior
two weeks. Both can be true: the studies measure different populations and usage
thresholds. [S06, S08, S09]

Agents are real, useful, and over-described. Independent evaluations show rapidly improving
performance on clean software tasks, while reliability falls as work becomes messier, longer,
more ambiguous, and more consequential. The operating rule that follows: autonomy should
be earned by evidence and bounded by consequence. [S28-531]

Software development is the clearest proving ground, and the evidence is still contextual.
Search is becoming an answer layer. Enterprise advantage is shifting toward governed
context and organizational memory. Workforce effects are visible at the task and entry-level
margins, while economy-wide replacement claims remain ahead of the evidence. [S32-545]

The winning posture for the rest of 2026 is selective urgency: move quickly on evidence-
backed workflows, move carefully on authority and irreversible actions, and keep speculative
bets small enough to learn from without mistaking possibility for proof.



The 2026 thesis

The model is no longer the strategy

For three years, you could mistake Al strategy for model access and mostly get away with it.
That is ending.

The frontier is now multi-lab. OpenAl, Anthropic, Google, DeepSeek, and open-weight
ecosystems can each be the right choice depending on the work. Performance gaps have
narrowed on many benchmarks, fixed-performance inference prices keep falling, and
evaluations are saturating, contaminated, sensitive to prompting, and sometimes corrected
after release. [S03, S20-527]

That shifts the source of durable advantage. A rented model gives every competitor the same
starting point. What they cannot rent is the operating system around it:

* a workflow with clear inputs, decisions, owners, and acceptance criteria;

» authoritative company context with permissions, provenance, and freshness;

* a versioned evaluation set drawn from real work;

* human judgment at the points where stakes or ambiguity rise;

» telemetry that links output to quality, cycle time, cost, risk, and customer result;

* a learning loop that updates prompts, tools, policy, context, and process.

This is why model benchmarks and business outcomes can rise at the same time while most
companies stay stuck in pilot mode. Capability is upstream. Value is produced by the system
around it.

Elevare view - CONFIRMED + INFERENCE: Model selection is a real operating decision in
2026, but the advantage now accrues to whoever designs, governs, and measures the work
around the model — not to whoever picks the best one this quarter.



Ten signals that define August 2026

Signal Status What the evidence says

Frontier models SCALING Capability continues to rise; evaluations are less decisive.
Inference REAL NOW Cost at a fixed performance level continues to fall rapidly.
economics

Enterprise copilots REAL NOW Broadly deployed; value varies with the workflow.

Agents SCALING Useful in bounded, observable work; reliability remains
threshold-dependent.

Company brains EARLY Strategically important; correctness requires more than retrieval.
Al coding REAL NOW High adoption and real gains, with strong context effects.

Al search REAL NOW The answer layer is changing discovery and click behavior.

Mass job OVERHYPED Exposure is broad; net displacement is not established.

replacement

Humanoid labor EARLY Credible pilots, not general-purpose labor at scale.
Al in medicine SCALING Regulatory approvals are rising faster than randomized
evidence.

Three patterns connect the signals.

First, capability is diffusing. Useful Al is available through multiple vendors, product suites,
APls, and open ecosystems.

Second, reliability is diffusing more slowly. Longer tasks, poor retrieval, unclear
instructions, hidden constraints, and broad permissions still produce brittle systems.

Third, the economic question is moving downstream. The market is no longer asking
only whether Al can do the task. It is asking whether the redesigned process produces a
better result, whether the value can be captured, and whether the risk is governable.

The rest of this report examines each signal through that lens.



The model landscape

More capability, more choice, less signal

The release pace stayed high through 2026: new frontier and price-performance tiers from
OpenAl, agentic and long-context updates from Anthropic, a Gemini 3.1 Pro model card from
Google, and continued open-model competition from DeepSeek. [S20-S25]

The structural story matters more than any single launch:

» Stanford found the leading labs converging on many frontier evaluations. [S03]

* The open-versus-closed performance gap had narrowed to roughly 3.3 percentage points
by March 2026, while an independent Epoch estimate still placed leading open models
about four months behind the closed frontier on average — two different measures,
pointing the same direction. [S03, S26]

* Benchmark scores rose quickly even as contamination, saturation, and prompt sensitivity
made single-number comparisons less trustworthy. Vendor-reported results can also
change after release, which is a reminder that a benchmark table is a claim with a method
attached, not a settled fact. [S03, S20-526]

What leaders should do

Do not crown a permanent winner. Build a model policy:

1. Define the work and its risk tier.

2. Evaluate at least two viable models on real examples.

3. Compare quality, latency, total cost, controllability, security, and exit options.
4. Route work when the economic benefit exceeds the added complexity.

5. Re-test after any material model, prompt, tool, or data change.

Reality check - SCALING: Frontier progress is real. A leaderboard ranking still tells you
almost nothing about how a model will behave inside your specific workflow.



Model economics

Intelligence is getting cheaper; systems are not

This is where a lot of Al budgets quietly go wrong. Independent research estimates that
inference cost at a fixed performance level has been falling roughly five- to ten-fold per year.
Vendors are turning that trend into explicit product tiers: fast low-cost models, balanced
models, and expensive frontier models for the hardest work. [S21, S27]

The temptation is to read lower token prices as lower operating cost. That is incomplete. Total
cost also includes:

* retrieval, storage, orchestration, and tool calls;

* evaluation and observability;

* security review, approvals, and incident response;

* human verification and exception handling;

* integration and change management;

* rework when an output is plausible but wrong;

* the process owner's time.

Cheaper inference can even increase total spending by making many more uses economical
— normal platform behavior, where falling unit cost expands demand.

The strategic result is a barbell. Commodity work moves to smaller, cheaper models. High-
stakes, ambiguous, or long-horizon work still pays for the frontier, but only when the result is
worth verifying.

Decision rule

Price the workflow, not the prompt. Compare the all-in cost per accepted outcome against
the baseline cost per accepted outcome. A system that cannot report that denominator is not
yet measuring its own economics.

Elevare view - REAL NOW: Cheap intelligence is now abundant. Reliable integration into
real work is the scarce resource, and that is where the budget should concentrate.



The economics of the buildout

Historic capital, incomplete return evidence

U.S. private Al investment rose from $109.1 billion in 2024 to $285.9 billion in 2025. Gartner
forecasts $2.59 trillion in worldwide Al spending in 2026, up 47%, with infrastructure as the
largest category. Vendor disclosures show the same momentum: NVIDIA reported first-
quarter fiscal-2027 data-center revenue of $75.2 billion, up 92% year over year, and Oracle
reported fiscal-2026 infrastructure revenue growth of 77% with a remaining performance
obligation of $638 billion — contracted backlog, not recognized revenue. [S01, S02, S10, S15-
S16]

Microsoft, Meta, Alphabet, and Amazon are investing at extraordinary levels. Their
disclosures also show the pressure beneath the growth: capacity constraints, component
inflation, lease obligations, and, in some cases, sharply lower free cash flow. [S11-514]

These are three different stories:

1. Supply story - confirmed: computing, power, networking, and data-center capacity are
strategic bottlenecks.

2. Vendor story - reported: demand for Al infrastructure is strong enough to support rapid
revenue growth.

3. Customer story - unknown at market level: aggregate investment does not tell us
whether adopters are earning an acceptable return.

Capital plans are not consistently comparable and are not Al-only. They can bundle data
centers, chips, logistics, robotics, leases, and broader infrastructure. This report therefore
does not present a clean "Big Tech Al spend" total.

Reality check - CONFIRMED + UNKNOWN: The buildout is unambiguous. Where the
durable profits land — across chips, clouds, model labs, software companies, and customers
— is still being decided.



Funding and market structure

The boom is concentrated

Al venture investment is not simply large; it is unusually concentrated. OECD analysis found
that the five largest mega-deals represented roughly one-quarter of 2025 Al venture funding.
CB Insights reported that a single OpenAl round accounted for 54% of first-quarter 2026 Al
funding, and that $100 million-plus deals represented 94% of the total. [S17-519]

Concentration changes how the headline totals should be read. A rising market total can
coexist with fewer companies receiving meaningful capital. Infrastructure and frontier-model
economics reward scale, while application companies face pressure from falling model prices,
suite bundling, and rapid feature replication.

For buyers, funding is a weak proxy for product durability. It can finance reliability and
support, or it can subsidize pricing that will not survive. Procurement should test data
portability, service continuity, model dependencies, security, and an exit path.

For builders, the test is concrete: if the underlying model improves and gets cheaper
for everyone, does the product become more valuable or less differentiated? The
strongest applications improve as the base model improves, because they own the process,
feedback, distribution, or trusted context. The weakest are a thin interface around a
capability the platform can absorb.

Elevare view - WATCH: Al is still a capital boom, but the application layer has entered a
proof phase. Revenue quality, retention, workflow depth, and realized customer value now
matter more than the number of model calls.



Enterprise adoption
Broad use, narrow scale
Source: S06 — McKinsey 2025

Adoption drops sharply before value

Use Al in =1 function _ 88%
Scaling enterprise-wide _ ~33%
Scaling an agent somewhere - 23%
Any single function (max) . <10%

Al high performers 6%

Global enterprise survey; large-firm skewed. Adoption is not transformation.

McKinsey's 2025 survey reports that 88% of respondents use Al in at least one business
function. About one-third are scaling programs enterprise-wide. Twenty-three percent report
scaling an agentic system somewhere, yet no single business function exceeds 10%. Only 6%
meet the study's definition of Al high performers. [S06]

The U.S. Census Bureau offers a different lens. In a nationally representative May 2026
survey, 19.8% of businesses used Al in any business function during the prior two weeks.
Adoption reached 32% among firms with 100-249 employees and 37% among firms with 250
or more. [S08]



Source: S08 — U.S. Census BTOS
U.S. business Al use rises with firm size

All businesses 19.8%

Nationally representative; Al use in any function in the prior two weeks.

The gap is a measurement lesson, not a contradiction. Enterprise surveys overrepresent
organizations already engaged with Al; a nationally representative survey includes very small
firms; "regular use," "any function," "scaling," and "transformation" are different thresholds;
and a license deployment is not a redesigned process.

The mature question is no longer "Do we use Al?" It is:

Which workflow changed, who owns it, what baseline improved, what new risk
appeared, and how much value was captured?

Reality check - REAL NOW: Al use is mainstream in large organizations. Repeatable
enterprise value remains concentrated in the few that redesigned the work.



From adoption to value

Workflow redesign is the dividing line

McKinsey's 2026 research describes only 11% of respondents as reaching enterprise
reinvention. It also exposes a readiness gap: 70% of employees say they personally feel
ready to use Al, while only 27% of leaders say their organizations are ready. [S07]

The clearest signal is workflow redesign. Thirty-two percent of respondents at organizations
that redesigned workflows reported significant value, compared with 6% where workflows
were not redesigned — a 5.3x association. The survey is self-reported and recruits Al users,
so it does not prove causality, but it supports a strong operating hypothesis. [S07]

High performers behave differently. They are more likely to set growth and innovation
objectives, redesign workflows, define human validation, involve senior leaders, and track a
broader set of outcomes. [S06]

The value-capture stack

. Outcome: a customer, financial, quality, risk, or capacity result.

. Workflow: the end-to-end sequence that produces it.

. Owner: one person accountable for the process and acceptance rules.
. Intelligence: the model, tools, and company context.

. Control: permissions, approvals, logging, and exception handling.

. Measurement: baseline, comparison, and value-capture mechanism.
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. Learning: evidence that changes the next version.

Remove any layer and the pilot can still demo well. It is far less likely to survive contact with
the business.

Elevare view - CONFIRMED + INFERENCE: The bottleneck is rarely employee willingness
or model access. It is the organization's ability to redesign, govern, and measure work.



Agents
Real capability, threshold-dependent reliability

Agent reliability changes with the threshold

50% success horizon ~12 hrs

80% success horizon ~1.5 hrs

Human-expert task hours on software tasks; wide uncertainty, messier work is

Agent progress is among the strongest technical stories of 2026. METR's February-March
frontier-risk report estimated a roughly 12-hour human-expert task horizon at 50% success
on selected software tasks. At an 80% success threshold, the estimate fell to roughly 1.5
hours. Both estimates carry wide uncertainty, the benchmark is nearing saturation, and
messier tasks perform worse. [S28-529]

That difference is the business story. A system that succeeds half the time can produce a
compelling demo or a useful draft. It cannot be trusted as a dependable operator for
consequential work.

An autonomy budget

Treat autonomy like credit. You extend more of it as the system earns trust, and you pull it
back the moment it stops paying you back. It should expand only as four conditions improve:
* Consequence: What happens if the action is wrong?
* Reversibility: Can the action be undone cleanly?
* Observability: Can a person see what happened and why?

* Evidence: Has the system passed relevant examples at the required reliability threshold?

Low-consequence, reversible, observable work can earn more autonomy. High-consequence
or irreversible work should keep explicit approval even when the model is strong.

Appropriate early agent work includes research assembly, ticket triage, test generation,
meeting preparation, bounded reconciliation, and draft updates. Payments, production
changes, hiring decisions, legal commitments, customer promises, and external publication
demand higher controls.

Reality check - SCALING: Agents are becoming genuinely useful systems of action. The
"autonomous employee," as a product category, is still unreliable.



Agent operations and security

The failure is often in the trajectory

Agents do not fail only because a model gives a bad answer. They fail across a chain:
planning, tool selection, arguments, permissions, state, memory, environment, verification,
and recovery.

Microsoft Research's AgentRx analyzed 115 manually annotated failed trajectories and
organized them into a nine-category taxonomy. The MIT Al Agent Index found uneven safety
disclosure across 30 prominent agents. Google calls indirect prompt injection a top security
priority, and NIST's CAISI has sought input on securing systems that take actions through
tools. [S30-S31, S55-556]

The operating minimum for a production agent is therefore broader than a system prompt:

. One accountable business owner.

. Narrow task and data boundaries.

. Least-privilege credentials.

. Separate read, draft, propose, approve, and execute permissions.
. Structured logs of inputs, tool calls, state changes, and outputs.

. Policy checks outside the model where possible.

. A versioned evaluation set with failure cases.

. Shadow mode before write access.
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. Canary release before broad deployment.

=
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. Kill switch, incident path, and canonical state reread.

Prompt injection makes untrusted content part of the threat model. An email, webpage,
document, or retrieved record may carry instructions that compete with the intended task, so
the model cannot be the sole control for deciding which instructions deserve authority.

Elevare view - CONFIRMED: Agent governance isn't compliance theater — it is the
architecture that makes an action-taking system safe enough to be worth deploying.



Al-assisted software development

The leading category, with contextual returns

DORA reports that 90% of technology professionals use Al at work, more than 80% perceive
productivity gains, and 30% have little or no trust in Al-generated code. Its central conclusion
outranks any single percentage: Al amplifies the strengths and weaknesses of the delivery
system it enters. Adoption correlates with throughput, and with instability where underlying
practices are weak. [S32]

Two field studies show why context matters.

* A peer-reviewed experiment involving 4,867 developers found a 26% increase in
completed tasks, with larger effects for less experienced developers. It did not directly
observe code quality. [S33]

* A randomized study of 16 experienced open-source maintainers completing 246 tasks in
repositories they knew well found early-2025 Al tools made them 19% slower, even though
they expected the opposite. A later METR update found selection bias made newer
estimates unreliable. [S34-5S35]

The practical conclusion is not an average productivity number. It is an evaluation design:

1. Segment by task type and developer context.

2. Measure elapsed cycle time and accepted output.

3. Track review load, defects, security findings, and rework.

4. Separate onboarding benefits from expert-maintainer performance.

5. Preserve tests, architecture rules, and ownership.

The highest leverage often sits in comprehension, migration planning, testing,

documentation, incident analysis, and lowering the cost of working in unfamiliar code — not
in generating more lines.

Reality check - REAL NOW: Al coding delivers real gains. But volume of generated code is
the wrong scoreboard.



Search and discovery

The result page is becoming an answer surface

Six in ten U.S. adults say they encounter Al-generated summaries in search. Google reported
2.5 billion monthly users of Al Overviews in mid-2026, and Gemini passed 1 billion monthly
active users by August (up from about 950 million in the second quarter), while Search
advertising revenue kept growing. The answer layer is now mainstream platform behavior.
[S36, S38]

Observed clicks tell the second half of the story.

Source: S37 Pew; 540 (2026 preprint)
Al summaries compress result clicks

Result click, Al summary shown _ 8%

Cited Al Overview source clicked ~1%

Result click, no Al summary

Two different study designs; not one funnel. Direction: click compression.

Pew found that users clicked a traditional result in 8% of Google searches where an Al
summary appeared, compared with 15% where it did not. An August 2026 preprint involving
900 U.S. adults found clicks to sources cited inside Al Overviews in only about 1% of visits.
The studies use different designs and should not be read as one funnel, but together they
point to click compression. [S37, S40]

Search strategy must now measure more than rank:

e answer presence and omission;

» factual accuracy and brand framing;
e citations and referral quality;

* branded search and direct demand;
e conversion by query intent;

e crawler activity and content reuse;

* visibility across multiple answer engines.

Cloudflare's Al Insights helps expose crawl-to-referral behavior, but no cross-platform
standard yet captures the full answer-engine journey. [S39]



The durable response is not mass-produced "GEQ" filler. It is distinctive, current, citable

material rooted in real expertise, original data, customer questions, product evidence, and
clear entity signals.

Reality check - REAL NOW: Search isn't going away. The unit of discovery is shifting from
the ranked link to the synthesized answer.



The company brain

Context is becoming the operating advantage

As base models converge, a company's governed context becomes more valuable. Microsoft
describes its emerging intelligence layer as shared, evolving knowledge across work, data,
agents, and the web. [S41] The strategic direction Elevare draws from this: Al systems should
operate from organizational reality, not from isolated chats.

But retrieval is not memory, and memory is not authority.

EnterpriseRAG tested 983 samples across six domains under non-ideal retrieval. Systems
satisfied about 80% of individual constraints while satisfying every requirement in only 26.8%
of cases. Composite correctness collapses when missing a single constraint is enough to
make an answer unusable. The work is a recent preprint, but the failure mode is familiar from
production. [S42]

A trusted company brain needs

* named authoritative sources;

* row- and document-level permissions;

* provenance visible with the answer;

* freshness and effective dates;

» contradiction detection and escalation;

* decisions linked to the evidence available at the time;

* versioned definitions for customers, products, metrics, and policies;
* explicit uncertainty and refusal when authority is missing;

» feedback that corrects the underlying knowledge, not only the output.

The end state is not a chatbot that knows everything. It is a system that knows what it is
allowed to know, where that knowledge came from, how current it is, and when to decline.

Elevare view - EARLY + STRATEGIC: A governed company brain is one of the few Al assets
that compounds. Poorly governed memory compounds error just as efficiently.



Workforce and organization

Transformation is more supported than replacement

The ILO estimates that one in four workers globally is in an occupation with some generative-
Al exposure, and concludes that job transformation is more likely than wholesale redundancy.
Exposure is uneven: in high-income countries, women are more represented in the
occupations with the highest automation exposure. [S43]

The OECD models a potential increase of 0.25 to 0.6 percentage points in annual productivity
growth, depending on adoption and task effects. These are scenarios, not observed
outcomes. [S44]

Early warning signals exist. Dallas Fed analysis of payroll data found employment weakness
among workers aged 22-25 in highly Al-exposed occupations. Even under a deliberately
extreme assumption, the authors estimated only a 0.1 percentage-point effect on aggregate
unemployment — a sharp local effect coexisting with a small national aggregate. [S45]

McKinsey respondents are more likely to expect workforce reductions than increases, but
expectations are not measured job losses, and Gartner argues that Al-related layoffs may
create budget room without delivering return. [S06, S54]

Leadership implications

* Track tasks and capacity, not only job titles.

* Protect entry-level learning paths when routine work is automated.

* Redesign management, review, and accountability alongside the workflow.

* Teach through live work and verified outputs, not generic prompt training.

* Decide how captured time becomes customer value, growth, quality, or reduced risk.

» Report observed changes separately from forecasts and executive expectations.

Reality check - OVERHYPED + WATCH: Material job redesign is underway. A confident
point estimate for net job loss is not yet supported by the data.



Regulation and governance

From principles to operating obligations

The EU began enforcing additional Al Act transparency requirements on August 2, 2026,
including obligations around human-Al interaction, deepfakes, and machine-readable
marking. High-risk implementation timelines remain subject to phased rules and
amendments. Texas's TRAIGA took effect January 1, 2026. Colorado's automated-decision and
chatbot requirements continue toward 2027 implementation. [S46, S48-549]

NIST's Al Risk Management Framework remains voluntary, but its operating logic is durable:
govern, map, measure, and manage. It works better as a management cycle than as a static
checklist. [S47]

Organizations should maintain one Al system inventory that connects:

* purpose and business owner;

* model and vendor dependencies;

» data categories and jurisdictions;

» affected people and decision rights;

* risk tier and prohibited uses;

* evaluation results and release state;

* human oversight and appeal route;

* incident, change, and retirement history.
Governance should move at the pace of the workflow. A low-risk internal drafting aid does not

need the controls that employment screening, credit, healthcare, biometrics, or an agent with
external write access require. The principle is proportionality, not absence.

The most common mistake is to treat a policy as the control. The real controls are
permissions, data boundaries, acceptance tests, approvals, logs, auditability, and
accountable decisions.

Reality check - REAL NOW: Regulation is becoming an operating constraint. Done well,
governance also speeds deployment by defining exactly what evidence a release requires.



Physical Al

Real in structured environments, early in general labor

Industrial robotics is already a scaled market: the International Federation of Robotics reports
542,000 industrial robot installations in 2024 and a market value of $16.7 billion. These
systems thrive where environments, tasks, safety zones, and economics are engineered
around them. [S50]

Humanoid robots sit at the speculative edge. BMW reported that a Figure robot supported
production involving more than 30,000 vehicles, handled 90,000 parts, and accumulated
1,250 operating hours in a bounded pilot before a new Leipzig deployment — meaningful
field evidence, but not proof of general-purpose labor. [S51]

Autonomous vehicles occupy the middle. The Associated Press reported that Waymo was
providing more than 400,000 paid weekly rides across six metropolitan areas in February
2026, with further expansion underway. That is commercial scale, still shaped by geographic
limits, fleet operations, regulation, weather, and unit economics. [S52]

The useful segmentation:

* Industrial automation - REAL NOW: structured tasks and engineered environments.

* Autonomous mobility - SCALING: real service within market-specific boundaries.

* Humanoid general labor - EARLY: promising pilots and fast learning, limited
repeatability.

For business buyers, the question is not whether the robot looks general. It is whether the
complete system can perform a defined task safely, repeatedly, maintainably, and
economically in the actual environment.

Elevare view: Physical Al advances through bounded use cases before it becomes general
labor, and the integration environment is part of the product.



Healthcare and science

Deployment is outrunning gold-standard evidence

The FDA's public list of Al-enabled medical devices keeps expanding. Stanford counted 258
authorizations in 2025 and found that only 2.4% of devices with clinical studies were
supported by randomized data. The exact denominator and evidence route differ by device,
but the direction is important: authorization and randomized clinical benefit are not the same
standard. [S05, S53]

Al is already useful in imaging, documentation, workflow support, monitoring, and discovery.
The strongest near-term value usually comes from reducing administrative burden or
assisting a clinician rather than replacing a clinical decision.

Healthcare makes the broader 2026 lesson concrete: a model can score well on a test
without fitting the workflow; the population can differ from the evaluation set; integration can
create new failure modes; false positives and false negatives carry unequal costs; humans
can over-trust or under-use recommendations; and monitoring must continue after release as
data and practice change.

The same discipline applies to scientific Al. A generated hypothesis, molecule, proof sketch,
or research plan is a candidate for validation, not a discovered truth. Al can widen the search
space and compress cycles while physical or empirical verification remains the binding
constraint.

Reality check - SCALING: Al is becoming embedded in medicine and science. Validation,
integration, and accountability remain the product.



What is not working

Failure patterns hiding behind the demo

Every Al program has a highlight reel. The useful question is what breaks off-camera.
McKinsey found that 51% of respondents from Al-using organizations reported at least one
negative consequence. Stanford recorded 362 documented Al incidents in 2025, up from 233
in 2024, and reported hallucination rates ranging from 22% to 94% across 26 models,
depending on the model and evaluation. These measures are incomplete and task-specific,
but they close the door on any assumption that raw capability has solved reliability. [S04,
S06]

The recurring failure patterns are operational:

. Tool-first pilots: a product is deployed before a valuable workflow is chosen.

. Activity metrics: prompts, users, or generated hours stand in for value.

. No process owner: IT owns the platform while nobody owns the result.

. Unpriced review: human correction makes the system look cheaper than it is.
. Broad agent authority: permissions arrive before evidence.
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. Stale company context: the system retrieves information without authority or effective
dates.

~

. Benchmark procurement: vendor scores replace task-specific evaluation.
8. Al content volume: more output dilutes trust and differentiated evidence.
9. Generic training: prompt tips detached from real workflows and acceptance rules.
10. Pilot permanence: experiments stay in place without a scale, redesign, or stop decision.

Failure is not a reason to slow all deployment. It is a reason to make the learning loop explicit.
A useful pilot has to produce a decision: scale, constrain, redesign, or retire.

Elevare view - CONFIRMED + INFERENCE: The most expensive Al program is often not
the one that fails outright. It is the one that runs for a year without ever producing a
trustworthy decision.



What businesses should do now

Ten operating decisions

None of this requires a moonshot. It requires choosing the right work and refusing to skip
steps. Ten decisions do most of the job:

1. Select workflows, not departments. Choose a bounded process with economic or
customer stakes.

2. Baseline the current state. Capture cycle time, cost, quality, error, risk, and experience
before the pilot.

3. Name one process owner. Accountability cannot be shared into invisibility.
4. Redesign the work. Do not bolt Al onto every existing step.

5. Build a real evaluation set. Use representative cases, difficult edges, and known
failures.

6. Separate assistance from authority. Read, draft, recommend, approve, and execute
are different permissions.

7. Govern company context. Define sources, provenance, freshness, permissions, and
refusal.

8. Measure accepted outcomes. Include review, integration, incident, and rework cost.

9. Preserve options intentionally. Use portability where the benefit justifies the
complexity.

10. Create a stop rule. Every pilot needs an expiry date and a scale, redesign, or retire
decision.

Portfolio allocation

A practical 2026 portfolio is roughly 70 / 20 / 10 — a management heuristic, not a financial
formula:

* 70% - REAL NOW: productivity and workflow improvements with known operating
patterns.
* 20% - SCALING: bounded agents and redesigned cross-system processes.

* 10% - WATCH: emerging interfaces, physical Al, or frontier autonomy where the learning
has strategic value.

The point of the split is discipline: keep the speculative edge from consuming the core, while
protecting a deliberate place to learn.

Decision principle: Move quickly where mistakes are cheap and visible. Move carefully
where authority, rights, money, safety, reputation, or irreversible action is involved.



A 90-day operating agenda

Days 0-30 - Decide and baseline

* Inventory active Al use, owners, data access, vendors, and write permissions.
* Rank workflows by value, friction, measurability, risk, and readiness.

* Choose two or three workflows — not ten.

» Record the current process and baseline.

* Define the evaluation set, risk tier, and acceptance rule.

* Establish minimum governance: owner, scope, data boundary, logs, approval points, and
incident route.

Exit gate: The organization can explain what will improve, how it will know, and who
decides.

Days 31-60 - Redesign and shadow

* Remove or combine steps before automating them.

* Connect only the authoritative context required.

* Run the Al system in shadow mode against live work.

* Compare output with the baseline and expert judgment.

» Test edge cases, prompt injection, missing data, contradictions, and tool failures.
* Price the all-in cost per accepted outcome.

Exit gate: The system passes the required cases without relying on hidden heroics.
Days 61-90 - Canary and decide

* Release to a small user group or low-consequence traffic slice.

» Keep action boundaries and approvals explicit.

* Monitor quality, cycle time, cost, incidents, user behavior, and customer result.
* Reread canonical state after write actions.

* Decide: scale, constrain, redesign, or retire.

Publish what changed in the workflow and operating policy.

Exit gate: Value and risk are visible enough for an accountable scale decision.



What to watch through year-end

A signal matters only if it changes reliability, economics, authority, or repeatability — not if it
produces a viral demo. The developments worth tracking:

* Economics: a shift from company-wide capital guidance to comparable, Al-specific
returns; price declines that make persistent high-volume reasoning ordinary; capacity,
power, or component constraints that delay deployment.

* Agents: reliable evaluation beyond clean software tasks; incident rates tied to autonomy
and permission levels; standard security patterns for untrusted content and tool use;
evidence of agents recovering from state and environment failures, not only planning
errors.

* Enterprise value: audited or longitudinal ROI using full operating cost; workflow-level
evidence from midmarket and smaller businesses; clear separation of license deployment,
process redesign, and enterprise reinvention.

* Search and context: standardized answer-engine visibility and referral measures;
publisher economics under heavy Al crawling; production evidence for authority-aware,
time-aware enterprise memory.

* Workforce and regulation: persistent entry-level employment effects in exposed
occupations; changes to high-risk Al timelines and enforcement; litigation or standards
that define reasonable agent controls.

* Physical and scientific Al: unit economics and safety evidence beyond bounded pilots;
randomized clinical evidence for high-impact Al-enabled devices.



The scorecard for leaders

Replace the Al dashboard with an operating dashboard

Dimension Weak metric Decision metric

Adoption Licenses activated Eligible work completed through the new process

Productivity = Hours reportedly saved Cycle time per accepted outcome

Quality Output volume Acceptance, defect, rework, and escalation rates
Economics Token cost All-in cost per accepted outcome and value captured

Risk Policy published Incidents, blocked actions, overrides, and time to recovery
Agents Tasks attempted Success at the required reliability and consequence tier
Knowledge Documents indexed Answers with correct authority, provenance, and freshness
Workforce Training attendance Role-level changes in capacity, quality, and decision rights
Learning Model updates Decisions and system changes produced by evidence

The most important metric is usually a ratio: accepted outcomes divided by the full cost and
risk required to produce them.

Review the dashboard with the process owner, not only the Al team. A system can improve
technical quality while making the end-to-end workflow worse, save user time without
capturing any value, or reduce cost while increasing customer risk. Every review should force
a decision by answering four questions: What did we learn? What changed? What authority
did the system earn or lose? What will we stop doing?

Elevare view: Al maturity is the ability to make better operating decisions from evidence —
not the number of Al tools in use.



Final perspective

Al in August 2026 is neither a failed experiment nor an automatic revolution.

It is a rapidly improving general-purpose capability entering organizations with uneven
processes, fragmented context, incomplete measurement, and real constraints. That collision
explains the market: astonishing model progress, historic investment, broad adoption, sparse
reinvention, visible failures, and genuine pockets of value.

The next advantage will not come from predicting the winning model. It will come from
building an organization that can evaluate models, redesign work, govern context, bound
authority, measure outcomes, and learn faster than its assumptions go stale. That
organization uses powerful models without becoming dependent on model mythology. It
treats agents as systems with permissions and failure modes, builds memory that preserves
authority rather than just text, treats workforce change as operating design, and keeps a
forecast distinct from a result and a demo distinct from a control.

The posture is selective urgency:

* move now on real workflows;

* scale only with evidence;

» protect people and the business where consequences rise;
* keep the experimental edge small, visible, and useful;

e turn every pilot into a decision.

Capability is accelerating. Value is not automatic. The work between those two sentences is
the strategy.



About Elevare
Elevare helps small and midmarket leaders turn Al possibility into governed operating
improvement.

The work is model-agnostic and outcome-first. We start with the business system — customer
result, workflow, owner, evidence, control, and learning — and let the technology choices
follow the operating decision, not the reverse.

Editorial standard

This report separates confirmed evidence, reported findings, estimates, inferences, and
unknowns. It preserves disagreements between studies when their populations or definitions
differ. It does not treat vendor claims as independent validation, forecasts as realized returns,
exposure as displacement, or pilots as scaled operations.

Research cutoff

August 19, 2026. Fast-moving facts may change after publication. The source appendix
provides the evidence base used at the cutoff, and the companion research notes document
selection methods, contested claims, uncertainties, and missing data.

Prepared by Elevare. Independent, model-agnostic, and outcome-first.

Source appendix

The report uses 56 sources checked through August 19, 2026. URLs below link to the
referenced publication or official source page.

Cross-cutting

S01 - Stanford HAI: The 2026 Al Index Report
2026-04 | Authoritative research synthesis | Core cross-cutting evidence

Open source
Economics and adoption

S02 - Stanford HAI: Economy - The 2026 Al Index Report
2026-04 | Authoritative research synthesis | Investment adoption revenue and labor claims

Open source
Models and agents

S03 - Stanford HAI: Technical Performance - The 2026 Al Index Report
2026-04 | Authoritative research synthesis | Frontier convergence open-model gap and
benchmark limits

Open source


https://hai.stanford.edu/ai-index/2026-ai-index-report
https://hai.stanford.edu/ai-index/2026-ai-index-report/economy
https://hai.stanford.edu/ai-index/2026-ai-index-report/technical-performance

Risk and governance

S04 - Stanford HAI: Responsible Al - The 2026 Al Index Report
2026-04 | Authoritative research synthesis | Incidents hallucination governance and
transparency

Open source
Healthcare

SO05 - Stanford HAI: Medicine - The 2026 Al Index Report
2026-04 | Authoritative research synthesis | Medical devices ambient documentation and
evidence quality

Open source

S53 - U.S. Food and Drug Administration: Artificial Intelligence-Enabled Medical Devices
2026-06 update | Government regulatory database | Authorized medical device evidence

Open source
Enterprise adoption

S06 - McKinsey: The State of Al: Global Survey 2025
2025-11 | Enterprise survey | Use scaling agents EBIT and high-performer claims

Open source

S07 - McKinsey: From adoption to impact: Three horizons of Al transformation
2026-07 | Enterprise survey | Workflow redesign and readiness evidence

Open source

S08 - U.S. Census Bureau: Large Firms With at Least 20 Employees Biggest Al Users
2026-05-26 | Government survey | Nationally representative U.S. business adoption

Open source

S09 - U.S. Bureau of Economic Analysis: Al Expectations and Outcomes
2026-07 | Government working paper | Adoption expectations and observed outcomes

Open source
Economics

S10 - Gartner: Worldwide Al Spending to Grow 47% in 2026
2026-05-19 | Market forecast | Global Al spending estimate

Open source

S11 - Microsoft: Fiscal Year 2026 Third Quarter Earnings Conference Call
2026-04 | Primary company disclosure | Calendar 2026 capex and capacity guidance

Open source

S12 - Meta: Meta Reports Second Quarter 2026 Results
2026-07-29 | Primary company disclosure | 2026 capex guidance and free cash flow


https://hai.stanford.edu/ai-index/2026-ai-index-report/responsible-ai
https://hai.stanford.edu/ai-index/2026-ai-index-report/medicine
https://www.fda.gov/medical-devices/software-medical-device-samd/artificial-intelligence-enabled-medical-devices
https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai
https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-insights/from-adoption-to-impact-three-horizons-of-ai-transformation
https://www.census.gov/library/stories/2026/05/ai-use-businesses.html
https://www.bea.gov/research/papers/2026/ai-expectations-and-outcomes
https://www.gartner.com/en/newsroom/press-releases/2026-05-19-gartner-forecasts-worldwide-ai-spending-to-grow-47-percent-in-2026
https://www.microsoft.com/en-us/investor/events/fy-2026/earnings-fy-2026-q3

Open source

S13 - Alphabet: Alphabet Announces Second Quarter 2026 Results
2026-07-22 | SEC filing | Q2 capex cloud growth and search revenue

Open source

S14 - Amazon: Amazon Announces Second Quarter 2026 Results
2026-07-30 | Primary company disclosure | AWS growth TTM capex and free cash flow

Open source

S15 - NVIDIA: Financial Reports - Q1 FY2027
2026-05-20 | Primary company disclosure | Data-center revenue demand signal

Open source

S16 - Oracle: Oracle Announces Record Q4 and FY2026 Results
2026-06-10 | Primary company disclosure | Al infrastructure revenue contracts and financing

Open source
Venture capital

S17 - OECD: Venture capital investments in artificial intelligence through 2025
2026-02 | Intergovernmental research | Mega-deal concentration

Open source

S18 - NVCA and PitchBook: Q2 2026 Venture Monitor
2026-07 | Market dataset | Concentration and dealmaking context

Open source

S19 - CB Insights: State of Al Q1 2026
2026-04-14 | Market dataset | Funding concentration and mega-rounds

Open source
Models

S20 - OpenAl: Introducing GPT-5.5
2026-04-23 | Vendor primary source | Capabilities benchmarks and product positioning

Open source

S22 - Anthropic: Introducing Claude Sonnet 5
2026-06-30 | Vendor primary source | Agentic capabilities pricing and correction note

Open source

S23 - Anthropic: Claude Platform release notes - Claude Opus 5
2026-07-24 | Official documentation | Context and pricing

Open source

S24 - Google DeepMind: Gemini 3.1 Pro model card
2026-02-19 | Official model card | Capabilities limits and risk evaluation


https://investor.atmeta.com/investor-news/press-release-details/2026/Meta-Reports-Second-Quarter-2026-Results/default.aspx
https://www.sec.gov/Archives/edgar/data/1652044/000165204426000066/googexhibit991q22026.htm
https://ir.aboutamazon.com/news-release/news-release-details/2026/Amazon-com-Announces-Second-Quarter-Results/default.aspx
https://investor.nvidia.com/financial-info/financial-reports/default.aspx
https://www.oracle.com/news/announcement/q4fy26-earnings-release-2026-06-10/
https://www.oecd.org/en/publications/venture-capital-investments-in-artificial-intelligence-through-2025_a13752f5-en/full-report.html
https://nvca.org/pitchbook-nvca-venture-monitor/
https://www.cbinsights.com/research/report/ai-trends-q1-2026/
https://openai.com/index/introducing-gpt-5-5/
https://www.anthropic.com/news/claude-sonnet-5
https://platform.claude.com/docs/en/release-notes/overview

Open source

S25 - DeepSeek: DeepSeek API Change Log - V4
2026-04-24 | Official documentation | Open-model competition and API availability

Open source
Models and economics

S21 - OpenAl: Advancing the price-performance frontier with GPT-5.6
2026-07-30 | Vendor primary source | Model tiering and price reductions

Open source

S26 - Epoch Al: Data Insights
2026-08 | Independent research data | Open-model lag compute capacity and capex context

Open source
Model economics

S27 - ArXiv authors: The Price of Progress: Algorithmic Efficiency and the Falling Cost of
Al Inference

2025-11 | Research preprint | Fixed-performance inference cost decline

Open source
Agents

S28 - METR: Task-Completion Time Horizons of Frontier Al Models
2026-05-08 | Independent evaluation | Agent reliability by task duration

Open source

S29 - METR: Frontier Risk Report February to March 2026
2026-05-19 | Independent evaluation | Time horizons messiness monitoring and limits

Open source

S30 - Microsoft Research: AgentRx: Diagnosing Al Agent Failures from Execution
Trajectories

2026-02 | Peer-reviewed research | Failure taxonomy and debugging difficulty
Open source

S31 - MIT: The 2025 Al Agent Index
2026-06 | Academic index | Deployed agent capabilities and safety disclosure

Open source
Software development

S32 - Google DORA: State of Al-assisted Software Development 2025
2025-09 | Large practitioner survey | Adoption productivity trust and delivery stability

Open source


https://deepmind.google/models/model-cards/gemini-3-1-pro/
https://api-docs.deepseek.com/updates/
https://openai.com/index/advancing-the-price-performance-frontier-with-gpt-5-6/
https://epoch.ai/data-insights
https://arxiv.org/abs/2511.23455
https://metr.org/time-horizons/
https://metr.org/blog/2026-05-19-frontier-risk-report/
https://www.microsoft.com/en-us/research/publication/agentrx-diagnosing-ai-agent-failures-from-execution-trajectories/
https://aiagentindex.mit.edu/
https://dora.dev/research/2025/dora-report/

S33 - INFORMS Management Science: The Effects of Generative Al on High-Skilled Work
2026-02-27 | Peer-reviewed field experiments | Developer task-output productivity

Open source

S34 - METR: Measuring the Impact of Early-2025 Al on Experienced Open-Source
Developer Productivity

2025-07-10 | Randomized controlled trial | Experienced-developer slowdown evidence
Open source

S35 - METR: We are Changing our Developer Productivity Experiment Design
2026-02-24 | Research update | Selection bias and late-2025 evidence limits

Open source
Search

S36 - Pew Research Center: Americans and Al 2026 topline
2026-06-17 | Representative survey | Use of Al search summaries

Open source

S37 - Pew Research Center: Google users are less likely to click links when an Al
summary appears

2025-07-22 | Behavioral panel research | Search click-through impact
Open source

S38 - Alphabet: Alphabet Q2 2026 earnings call remarks
2026-07-22 | Primary company disclosure | Al Overviews Al Mode and Gemini scale

Open source

S39 - Cloudflare Radar: Al Insights
2026-08 | Network telemetry | Crawl-to-referral economics

Open source

S40 - Academic authors: Investigating Click Behaviors on Google Search Result Pages
That Produce an Al Overview

2026-08-05 | Research preprint | Clicks to cited sources

Open source
Enterprise knowledge

S41 - Microsoft: Microsoft 1Q documentation
2026-07 | Official documentation | Shared enterprise intelligence-layer direction

Open source

S42 - Academic authors: EnterpriseRAG: Robustness under Non-ldeal Enterprise
Retrieval

2026-08-12 | Research preprint | Composite enterprise retrieval reliability

Open source


https://pubsonline.informs.org/doi/abs/10.1287/mnsc.2025.00535
https://metr.org/blog/2025-07-10-early-2025-ai-experienced-os-dev-study/
https://metr.org/blog/2026-02-24-uplift-update/
https://www.pewresearch.org/wp-content/uploads/sites/20/2026/06/PI_2026.06.17_Americans-and-AI_TOPLINE.pdf
https://www.pewresearch.org/short-reads/2025/07/22/google-users-are-less-likely-to-click-on-links-when-an-ai-summary-appears-in-the-results/
https://blog.google/company-news/inside-google/message-ceo/alphabet-earnings-q2-2026/
https://radar.cloudflare.com/ai-insights
https://arxiv.org/abs/2608.04831
https://learn.microsoft.com/en-us/microsoft-iq/
https://arxiv.org/abs/2608.11584

Workforce

S43 - International Labour Organization: Generative Al and jobs: A 2025 update
2025-05-20 | Intergovernmental research | Global occupational exposure and transformation

Open source

S44 - OECD: Employment Outlook 2026
2026-07 | Intergovernmental research | Productivity and labor-market scenarios

Open source

S45 - Federal Reserve Bank of Dallas: Young workers' employment drops in occupations
with high Al exposure

2026-01-06 | Government research | Early-career employment evidence

Open source
Regulation

S46 - European Commission: Commission starts enforcing Al Act rules and transparency
requirements

2026-07-31 | Government source | EU enforcement and transparency obligations
Open source

S48 - Texas Attorney General: Consumer Al Rights - TRAIGA
2026-01-01 effective | Government source | Texas requirements

Open source

S49 - Colorado Attorney General: Automated Decision-Making Technology and Chatbot
Safety rulemaking

2026-07 | Government source | Colorado 2027 obligations and rulemaking

Open source
Governance

S47 - NIST: Al Risk Management Framework
2026-04-07 update | Government framework | Practical governance and critical-infrastructure
profile

Open source

S54 - Gartner: Autonomous Business and Al Layoffs May Create Budget Room but Do Not
Deliver Returns

2026-05-05 | Enterprise survey and forecast | Layoffs versus ROI

Open source
Robotics

S50 - International Federation of Robotics: World Robotics 2025 and Top Robot Trends
2026

2026-01-08 | Industry statistics | Industrial robot scale and market value

Open source


https://www.ilo.org/publications/generative-ai-and-jobs-2025-update
https://www.oecd.org/content/dam/oecd/en/publications/reports/2026/07/oecd-employment-outlook-2026_a41e8b9f/7e710f54-en.pdf
https://www.dallasfed.org/research/economics/2026/0106
https://digital-strategy.ec.europa.eu/en/news/commission-starts-enforcing-ai-act-rules-and-new-transparency-requirements-2-august
https://www.texasattorneygeneral.gov/consumer-protection/file-consumer-complaint/consumer-ai-rights
https://coag.gov/ai/
https://www.nist.gov/itl/ai-risk-management-framework
https://www.gartner.com/en/newsroom/press-releases/2026-05-05-gartner-says-autonomous-business-and-artificial-intelligence-layoffs-may-create-budget-room-but-do-not-deliver-returns
https://ifr.org/ifr-press-releases/news/top-5-global-robotics-trends-2026

S51 - BMW Group: First humanoid robot introduced in Plant Leipzig
2026-03-09 | Primary company disclosure | Humanoid pilot deployment

Open source
Autonomous vehicles

S52 - Associated Press: Waymo robotaxis dispatched in 10 U.S. markets
2026-02-24 | Reputable reporting | Commercial ride scale and expansion

Open source
Agent security

S55 - Google Security: Al threats in the wild: The current state of prompt injections on
the web

2026-04-23 | Primary security research | Indirect prompt-injection risk

Open source

S56 - NIST CAISI: Request for Information About Securing Al Agent Systems
2026-01 | Government source | Agent security threat model

Open source
Notes on use

Publication dates use the most specific date available in the source record. Some official
pages are living documents; the cutoff indicates when the page was checked for this report.
Preprints are identified as such and were not treated as peer-reviewed evidence. Forecasts,
company guidance, and survey findings retain their original scope and caveats.


https://www.bmwgroup.com/en/news/general/2026/humanoid-robot-in-leipzig.html
https://apnews.com/article/2b976e3a71e7a53719c6ab9927469729
https://blog.google/security/prompt-injections-web/
https://www.nist.gov/news-events/news/2026/01/caisi-issues-request-information-about-securing-ai-agent-systems
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