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AI Is Eating SaaS
How AI Is Dismantling the $315B Software-as-a-Service Model—

And What Replaces It

JJ Shay  ·  AI Strategy & M&A  ·  bit.ly/jjshay
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THE MARKET VERDICT

Wall Street Has Already
Priced the Death of SaaS

-6.5%
SaaS Index performance in 2025
while S&P 500 rose +17.6%

5.1×
Median SaaS EV/Revenue
multiple (Dec 2025)
down from 18–19× at pandemic

peak

12.2%
Median SaaS revenue growth (Q4
2025)
down from 30%+ in 2021

53%
Share of all global VC dollars
going to AI in H1 2025
$192.7B through Oct 2025 —

Bloomberg

"Software ate the world. Now AI is eating software."
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THE CORE THESIS

The Great Bifurcation
AI won't kill all SaaS. It will destroy half the industry and supercharge the other half. The dividing line? Whether your system

is deterministic or probabilistic.

🔴 Probabilistic SaaS

VS

🟢 Deterministic SaaS

Core value is pattern matching, content generation, or recommendations

LLMs replicate 90% of quality at 1% of cost

Natural language is becoming the UI — no dashboard needed

Vibe coding replicates point solutions in a weekend

Verdict: Existential threat

Precision-critical: errors cascade into serious consequences

Complex state management, regulatory compliance

AI agents need deterministic execution layers to work

Become the infrastructure AI is built on top of

Verdict: More valuable in AI world
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EVOLUTION

From On-Prem to SaaS to Service-as-Software

1990s–2000s

On-Premise Era. Buy software, install it, maintain it. SAP, Oracle, Microsoft dominate. License + maintenance model.

2006–2020

SaaS Revolution. Salesforce proves the cloud model. Per-seat subscriptions explode. Enterprise SaaS market surges to $266B. "Software is eating the world."

2023–2024

AI Co-Pilot Era. ChatGPT triggers embedding race. SaaS vendors bolt on AI features. GitHub Copilot reaches 2M+ paid users. First "AI tax" on subscriptions appears.

2025

Agentic Disruption. AI agents start doing the work, not just assisting. Klarna ditches Salesforce & Workday. Seat-based pricing drops from 21% → 15% of companies. Vibe
coding goes mainstream—41% of all code is AI-generated.

2026–2028

Service-as-Software. IDC predicts 70% of vendors refactor pricing by 2028. 80% of enterprises deploy GenAI apps. Software becomes "headless"—no UI needed. AI
agents replace seats.
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TRANSITION

Five Ways AI Is
Dismantling SaaS

💻 Vibe Coding (Build > Buy) 🤖 Agentic AI (Agents > Seats) 🏗️ Vertical AI (Specialists > Generalists) 💰 Pricing Revolution (Outcomes > Seats)

🔓 Stack Consolidation (Unified > Sprawl)

Each of these forces is powerful alone. Together, they represent the most

significant disruption to enterprise software since the cloud itself.
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DISRUPTION VECTOR #1

Vibe Coding:
Build Don't Buy
When building software costs nearly nothing, the "buy" case for SaaS collapses. Collins Dictionary named "vibe coding" its

2025 Word of the Year.

41%
Of all code worldwide is now AI-
generated
256 billion lines in 2024

92%
Of US developers use AI coding
tools daily
84% globally — late 2025

95%
AI-generated codebases in YC's
latest batch
MVP costs dropped 50–70%

5.8×
Faster app development with vibe
coding
12–18 month cycles → 3–6 months

"I just see stuff, say stuff, run stuff, and copy-paste stuff, and it mostly works."

— Andrej Karpathy, who coined "Vibe Coding" (Feb 2025)
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CASE STUDY

The Klarna Effect
Klarna had 1,200 SaaS applications. Then they hit the reset button.

🔥 Shut down Salesforce CRM — consolidated data into Neo4j graph database +
internal AI stack

🔥 Replaced Workday HR with Deel + in-house AI tooling within weeks

🤖 AI virtual agent handled 2.3M conversations — equivalent of 700 full-time
employees

⏱️ Customer resolution time: 11 min → 2 min with equal satisfaction scores

📈 Revenue per employee: $400K → $700K in 12 months

"We developed an internal tech stack using Neo4j and other tools… and with
Cursor we could quickly deploy new interfaces."

$40M+
Projected annual savings from AI + SaaS consolidation

1,200→?
SaaS applications consolidated into unified AI-native stack

— Sebastian Siemiatkowski, Klarna CEO
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DISRUPTION VECTOR #2

Agentic AI:
From Co-Pilots to Autonomous Workers
The shift from "assistants that help humans use software" to "agents that

do the work themselves" breaks the fundamental link between headcount

and software seats.

🔄 80%+ of C-suite execs running agentic AI pilots (McKinsey, 2025)

🧠 62% of organizations experimenting with autonomous coding agents

📊 40% of enterprise apps will integrate AI agents by end of 2026 (up from <5%
in 2025)

🎯 90% of software engineers will shift to AI orchestration by 2026 (Gartner)

Satya Nadella's Prediction

The Seat Problem

The UI Problem

"Traditional SaaS apps are essentially CRUD databases with business logic. In

the era of agentic AI, that structure collapses. Business apps will become the

mainframes of the 2030s."

If one person + AI agents can do the work of five, the customer no longer needs

those extra seats. Revenue contracts even as customer productivity explodes.

If there is no human user, do you even need a UI? The "headless software" era

could make famous front-end interfaces obsolete.
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THE MODEL FLIP

From 
to Service-as-Software

Software-as-a-Service

The paradigm is inverting. Instead of humans logging into dashboards to

click buttons, AI agents run in the background completing entire

workflows. You no longer rent tools—you buy outcomes.

SaaS 1.0: License Model 1990s

SaaS 2.0: Per-Seat Subscription 2006–2023

SaaS 2.5: AI Copilots Bolted On 2023–2025

SaaS 3.0: Agents + Outcome Pricing 2025+

Intercom's Bet

Zendesk's Shift

McKinsey's $4.4T Estimate

Abandoned $39/seat pricing for $0.99/per AI-resolved conversation. Result: 40%

higher adoption, 60% support cost cuts for enterprise clients, 3× ticket volume

handled.

Now charges $1.50 per AI-resolved ticket. Outcome-based pricing boosted

customer retention by 31% and satisfaction by 21%.

Incremental economic potential from AI-driven productivity. The total addressable

market expands beyond IT budgets to include labor itself.
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THE PRICING CRISIS

Per-Seat Is Dying.
What Replaces It?

Seat-Based Pricing (2024) 21%

Seat-Based Pricing (2025) 15%

Hybrid Pricing (2024) 27%

Hybrid Pricing (2025) 41%

Credit-Based Models (2024) 35 cos

Credit-Based Models (2025) 79 cos

2025 saw 1,800+ pricing changes across the top 500 SaaS & AI

companies—an average of 3.6 changes per company. Pricing has

become a board-level crisis.

💸 85% of SaaS companies have adopted some form of usage-based pricing

📊 84% of enterprises saw 6%+ gross margin erosion from unmetered AI costs

🔮 IDC predicts pure seat-based pricing obsolete by 2028—70% refactor pricing

⚡ 40% of SaaS prices increased 8-12% in 2025, 5× faster than inflation

Source: Growth Unhinged 2025 State of B2B Monetization; PricingSaaS 500 Index

10 / 20JJ SHAY



DISRUPTION VECTOR #3

Vertical AI Agents:
The New SaaS Killers
Y Combinator calls vertical AI agents "a paradigm shift more transformative than traditional SaaS" — with potential for
hundreds of billion-dollar companies.

Customer Support Legal & Compliance Finance & Accounting Sales & Marketing

HR & Recruiting Code & Product Dev

Intercom's Fin, Decagon, and Sierra
handle Tier 1 entirely. Pricing per

resolution, not per agent. Customer
service headcount is being cut

across the industry.

AI contract review tools automate
document analysis that once

required dedicated SaaS + legal
teams. 75% time reduction on

discovery workflows.

Invoice processing, expense
management, and AP/AR are being

automated end-to-end. Tipalti-style
workflows now achievable with AI

agents + APIs.

AI generates personalized outreach,
scores leads, and handles CRM

updates autonomously. Former VP
of Facebook says NotebookLM

replaces structured CRM.

Screening, scheduling, onboarding

documentation—entire recruitment
workflows condensed. Klarna

replaced Workday with Deel + AI in

weeks.

Cursor, Windsurf, Replit Agent: AI

has a terminal, a browser, and a
deploy key. 87% of Fortune 500 now

use vibe coding platforms.
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THE NEW ECONOMICS

AI-Native Companies
Are Rewriting the Rules

METRIC TRADITIONAL SAAS AI-NATIVE DELTA

Gross Margins 80–90% 50–60% Lower (inference costs)

ARR per FTE ~$200K–$250K $1.13M (AI "Supernovas") 4–5× higher

Path to $100M ARR 500–1,000+ employees <100 employees 10× more capital efficient

Fundraising Multiples 3–6× ARR 25–30× EV/Revenue 4–5× premium

Development Cycles 12–18 months 3–6 months 3× faster

Team Size for MVP 20+ engineers 2–5 engineers 4–10× leaner

Pricing Model Per-seat/month Usage/outcome-based Structural shift

Source: Bessemer State of AI 2025, Aventis Advisors, Growth Unhinged, SaaS Capital
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THE FUNDING APOCALYPSE

Where the Money Is Going
(And Where It Isn't)

$377B
AI funding in H1 2025 alone
surpassed all of 2024 ($363B) —

Iconiq

64%
US VC dollars flowing to AI
startups
53% globally in H1 2025

2×
Revenue multiple premium for AI
vs non-AI software in public
markets
25-30× AI vs ~5× SaaS — Aventis

126%
YoY growth in credit-based pricing
models across SaaS 500
35 → 79 companies — PricingSaaS

"Any company startup with an AI label will be valued right up there at huge multiples of whatever the small revenue is."

— Bryan Yeo, Group CIO, GIC (Singapore Sovereign Wealth Fund)

The middle ground—solid traditional SaaS with good but not exceptional growth—has largely disappeared from the fundable universe.
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HIGH RISK

Who Gets Demolished
If your core value proposition can be replicated by an LLM at 90% quality for 1% of the cost, your business model is broken.

Content & Marketing Tools Simple Automation / RPA Point Solutions Tier 1 Customer Support

Basic Analytics / BI Low-ACV HR / Admin Tools

AI generates marketing copy, social

posts, emails at near-zero marginal

cost. HubSpot's 47-screen workflow
builder loses to "generate 10

marketing emails" in ChatGPT.

Legacy robotic process automation

shifts to hyper-automation platforms.

Rule-based workflow tools are
trivially replaced by agentic AI.

Single-function tools (e-signatures,

scheduling, basic analytics) can be

replicated in a weekend with vibe
coding. Zero pricing power as a

commodity.

Klarna, Intercom, Zendesk proving

AI handles basic support at equal

satisfaction. Human agents only
needed for edge cases and

escalations.

Natural language querying

eliminates need for dedicated
dashboarding tools. "Show me Q4

revenue by region" works in
ChatGPT, Claude, or Gemini.

Time tracking, simple expense

management, basic onboarding—
easily automated. SaaS Capital:

low-ACV point solutions face
greatest disruption risk.
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SAFE HARBOR

Who Gets Stronger
Deterministic systems of record become the essential execution layer that AI agents need to function. They become more
valuable, not less.

ERP Systems (SAP, Oracle) Cybersecurity Financial Infrastructure Data Platforms (Snowflake,
Databricks)

Vertical "Expert" Software Platform Ecosystems

Complex state management,

regulatory compliance, cascading
error consequences. AI agents can't

replace decades of configured
business logic—they orchestrate on

top of it.

The one category where AI

accelerates both threat and defense.
Agentic SOC systems need

deterministic security layers. Check
Point, CrowdStrike thrive.

Underwriting demands 100%

consistency. Payments require
deterministic execution. Stripe,

Adyen, core banking platforms
become more critical as AI scales

transaction volume.

AI agents need clean, governed

data to work. Data infrastructure
becomes the foundation of every

agentic workflow. Usage actually
increases with AI adoption.

Engineering, design, specialized

compliance tools. Domain expertise
+ proprietary data create

unassailable moats. AI expands the
user base rather than replacing it.

Win the semantic layer, and your

platform becomes a marketplace
earning revenue even when

someone else's agent takes the
action. Salesforce's Agentforce bet.
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PRICING MODELS 2026

The New Pricing Landscape

MODEL HOW IT WORKS EXAMPLE TREND

Per-Seat Fixed $/user/month Traditional Salesforce, Slack ↓ Declining (21% → 15%)

Usage-Based Pay per API call, token, query Snowflake, AWS, OpenAI API ↑ Growing (85% adoption)

Credit-Based Prepaid credits consumed per action Figma, HubSpot, Salesforce ↑ 126% YoY growth

Outcome-Based Pay per result achieved Intercom ($0.99/resolution), Zendesk ↑ 30% with outcome components (Gartner)

Hybrid Platform fee + variable usage Most AI-native SaaS in 2026 ↑ Dominant model (41%)

AI Add-On Tax Premium tier for AI features Microsoft Copilot (+60-70%) ⚠️ 68% restrict AI to premium tiers

The winners in 2026 won't pick one model—they'll use hybrid structures with a platform base fee plus variable consumption. Companies using hybrid

models outperform pure models with 21% median growth rates.
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THE INNOVATOR'S DILEMMA

SaaS Incumbents Are Trapped
Clayton Christensen predicted this: incumbents focus on maintaining

existing revenue streams and fail to adapt because it would cannibalize

current profits.

🔄 Shifting from per-seat to outcome pricing destroys predictable ARR

🧪 Only 16% of SaaS incumbents have monetized AI as standalone products

💰 Those who did saw 2-3× higher customer traction and revenue

⚠️ AI add-ons increase costs 30-110% but don't always deliver proportional value

🏃 73% of AI companies still experimenting with pricing (testing 3.2 models avg)

Adobe's Bright Spot

The Bundling Pivot

The Warning

$125M in standalone AI product revenue (Q1 2025). Expects to double by year-
end. But still <3% of $5.7B quarterly total. The 16% who commercialize AI win 2-

3× traction.

Notion, Slack, and Loom are re-bundling AI features (previously $4-10/user add-

ons) back into core plans. The AI add-on model is already failing.

"Proactively cannibalize your own business model before others do it for you.

Continuing to operate on pre-AI assumptions leads to inevitable disruption."
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FOR ENTERPRISE BUYERS

What This Means
For Your Stack

108%
Increase in AI-native app spend (large enterprises:
393%)
Zylo 2026 SaaS Management Index

8.7%
Average annual SaaS price increase (2025)
Some vendors pushing 15-25%

22%
Of enterprises have a defined AI governance
strategy
Despite rapidly increasing AI investment

Audit Your Stack Demand Outcome Pricing Build AI Governance Now
Categorize every tool as deterministic (keep) or

probabilistic (evaluate). Low-ACV point solutions
are first in the crosshairs. Can an AI agent replace

this workflow entirely?

Push vendors toward hybrid models. Negotiate

usage caps, transparent credit burns, and value
guarantees. 80% of customers say usage-based

pricing better aligns with value.

Shadow AI is growing—employees adopt and

abandon AI tools without oversight. Establish intake
discipline, ownership clarity, and security policies

before the stack spirals.
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KEY TAKEAWAYS

Three Truths About
AI vs. SaaS

01
Disruption Is Mandatory.
Obsolescence Is Optional.

02
The Unit of Value Has Shifted
from Access to Outcomes.

03
The Build vs. Buy Equation
Has Fundamentally Changed.

AI will disrupt every SaaS category. In some cases it

grows the market; in others it commoditizes it. The
determining factor is whether your system is

deterministic or probabilistic—not your brand, data,
or UX.

Per-seat pricing is a relic of human-operated

software. In an agent-first world, revenue must track
work performed—not people logged in. The $315B

SaaS market is being repriced from the inside out.

When 41% of code is AI-generated and MVPs cost

50-70% less to build, the economics that supported
$100M+ venture investments and high subscription

costs become unsustainable for point solutions.
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GLOBAL GAUNTLET AI

AI Strategy.
Delivered.

M&A expertise meets hands-on AI implementation.
$4B+ in transactions. 10+ production AI systems.

🔗 bit.ly/jjshay 💼 LinkedIn: JJ Shay 🤖 Global Gauntlet AI

Sources: Bain, McKinsey, IDC, Gartner, Goldman Sachs, Aventis Advisors, Bessemer, Growth Unhinged,

PricingSaaS, Zylo, SaaS Capital, Carta, Bloomberg, Iconiq Capital, L.E.K. Consulting
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