
Deep Research task prompt  
Conduct a comprehensive, data-backed research analysis on the topic of SaaS Consolidation: 
Analyzing M&A Trends and Their Impact on Innovation & Competition.​
 The goal is to provide actionable insights, supported by credible data, that help industry 
professionals understand the current consolidation wave, its drivers, and its broader implications for 
innovation and competition. 

Target Audience:​
 SaaS Founders & Executives: Seeking strategic insights on market dynamics and how consolidation 
affects their competitive landscape.​
 Product Managers & Innovation Leaders: Interested in understanding how M&A activities influence 
product development and innovation opportunities.​
 Investors & Venture Capitalists: Looking for trends, valuation patterns, and potential 
risks/opportunities tied to SaaS M&A.​
 Regulators & Policy Analysts: Monitoring the effects of SaaS consolidation on market competition 
and consumer choice.​
 SaaS Marketers & Strategists: Wanting to assess how consolidation shapes customer needs, pricing 
models, and market positioning. 

Scope & Focus Areas: 

Current M&A Trends in the SaaS Industry 

●​ Identify and analyze major drivers behind recent SaaS M&A activity (e.g., market saturation, 
technology integration, macroeconomic factors). 

●​ Provide specific examples of significant SaaS mergers and acquisitions from the past 3-5 
years. Include deal details, verticals, and key players. 

●​ Analyze valuation trends and multiples (e.g., EV/Revenue, EV/EBITDA) observed in these 
deals. 

●​ Discuss the role of private equity and venture capital in driving SaaS consolidation, including 
notable PE-led SaaS roll-ups. 

Impact on Innovation 

●​ Evaluate how consolidation influences R&D investments, product development, and the 
emergence of disruptive technologies. 

●​ Explore both benefits (e.g., increased resources, improved integrations) and drawbacks (e.g., 
reduced competition, slower innovation cycles). 

●​ Provide case studies/examples demonstrating how M&A has affected innovation within 
specific SaaS segments. 



Impact on Competition & Market Dynamics 

●​ Analyze how consolidation affects market concentration, pricing, customer choice, and the 
overall health of the SaaS ecosystem. 

●​ Present any anti-trust or regulatory concerns raised, highlighting real-world examples. 
●​ Examine the effect on smaller SaaS startups and their ability to survive, compete, or exit 

through acquisition. 

Future Outlook & Predictions 

●​ Identify emerging trends that could shape the next wave of SaaS consolidation (e.g., vertical 
SaaS, cybersecurity, fintech SaaS). 

●​ Offer predictions on long-term impacts of consolidation on innovation, competition, and 
customer experience. 

●​ Discuss potential influences like macroeconomic conditions, regulatory shifts, and evolving 
customer needs. 

Data & Sources 

●​ Use and cite credible sources: industry reports (Gartner, PitchBook, CB Insights), financial 
news (Bloomberg, TechCrunch), academic papers, and expert opinions. 

●​ Include relevant data visualizations (charts, graphs, acquisition timelines) where appropriate. 
●​ Clearly indicate the credibility of each source used. 

Deliverable Format​
 Present your research findings in a well-structured report with clear headings, subheadings, and 
bullet points. The tone should be formal, and analytical Include charts, graphs, and visual aids where 
appropriate. Summarize key takeaways and actionable insights in an executive summary section.  
The report must be structured for executive review, grounded in real-world data, and free from 
speculative conclusions. 

ChatGPT report 

SaaS Consolidation: M&A Trends and Impacts 
on Innovation & Competition (2018–2023) 
Executive Summary 



●​ Surging M&A Activity (2018–2023): The past 5 years have seen robust merger and 
acquisition (M&A) activity in the SaaS sector, peaking in 2021 amid low interest rates 
and strong digital transformation tailwinds. Global software M&A deal value hit a 
record $773 billion in 2021 (AI adoption to force wave of software consolidation — 
Dealspeak North America - ION Analytics), with SaaS deals comprising a large share. 
Deal volume then cooled in 2022–2023 as inflation and rising interest rates set in, 
before showing signs of revival in late 2023 and 2024 (SaaS M&A Transactions: 
Insights & Trends in 2024 | Aventis Advisors) (AI adoption to force wave of software 
consolidation — Dealspeak North America - ION Analytics). Private equity (PE) 
investors have become dominant players – accounting for roughly 60% of SaaS 
acquisitions in 2023 (SaaS Acquisitions: Largest Deals, Recent Trends & Insights) – 
using abundant “dry powder” capital to drive consolidation. Strategic tech giants 
(e.g. Microsoft, Salesforce, Adobe) have also made headline acquisitions (Slack, 
Tableau, Figma, etc.) to expand their cloud portfolios.​
 

●​ Key Drivers of SaaS M&A: Market saturation and platform integration needs are 
major drivers: as SaaS markets mature, larger firms acquire niche players to fuel 
growth, fill product gaps, and meet customer demand for all-in-one solutions 
(What’s driving the SaaS consolidation wave? | Digitalisation World) (The Ultimate 
Guide to SaaS Software Sector M&A | Forbes Partners). Macroeconomic factors 
have strongly influenced dealmaking – 2020’s pandemic dip was followed by a 2021 
boom under cheap capital, then a 2022 pullback due to inflation and war-driven 
uncertainty (SaaS M&A Transactions: Insights & Trends in 2024 | Aventis Advisors). 
Meanwhile, technology integration and innovation motives persist: acquirers seek 
to incorporate capabilities like AI, analytics, or security into their platforms rather 
than build in-house (The Ultimate Guide to SaaS Software Sector M&A | Forbes 
Partners). Private equity roll-ups further contribute, as PE firms execute 
“buy-and-build” strategies in verticals (for example, Insight Partners’ roll-up of 
marketing tech into Marigold and Thoma Bravo’s string of cybersecurity SaaS 
takeovers) to create larger consolidated entities.​
 

●​ Valuation Trends: SaaS acquisition valuations have been elevated but volatile. 
Median deal multiples hovered around 5× annual revenue in the late 2010s, spiked to 
~6× in 2021, and then normalized to ~4–5× by 2023 (SaaS M&A Transactions: 
Insights & Trends in 2024 | Aventis Advisors). Many 2020–2021 deals commanded 
premium prices (e.g. Salesforce’s Slack purchase at ~26× revenue). However, 
despite higher interest rates, strong competition for high-growth SaaS targets has 
kept multiples relatively resilient (The Ultimate Guide to SaaS Software Sector M&A | 
Forbes Partners). Large, high-growth SaaS companies with “premium metrics” (high 
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retention, >30% growth) still see double-digit revenue multiples (The Ultimate Guide 
to SaaS Software Sector M&A | Forbes Partners). In contrast, smaller or 
slower-growth SaaS firms sell at lower multiples, and PE buyers often focus on 
improving EBITDA, leading to deals valued in traditional ranges of ~3× revenue or 
~15× EBITDA for mid-market software (Software Valuation Multiples: 2015-2025 – 
Aventis Advisors). The valuation climate has thus “reset” from the 2021 froth, 
returning closer to long-term averages (Software Valuation Multiples: 2015-2025 – 
Aventis Advisors).​
 

●​ Impact on Innovation: Industry consolidation presents a double-edged sword for 
innovation. On one hand, M&A can boost innovation by combining complementary 
technologies and talent, and by giving acquired products greater resources and 
scale. For instance, Salesforce’s acquisition of Slack enabled deeper integration of 
collaboration tools into its Customer 360 platform, accelerating feature 
development across the combined offering. On the other hand, consolidation can 
hamper innovation if it reduces competitive pressure or if acquirers cut R&D 
spending. Research indicates that excessive reliance on acquisitions can lead to 
declines in internal R&D and patent output for the acquirer (The Impact of 
Technological Mergers and Acquisitions on Enterprise Innovation: A Review) (The 
Impact of Technological Mergers and Acquisitions on Enterprise Innovation: A 
Review). In some cases, once-independent disruptors stagnate under new 
ownership due to integration challenges or shifting priorities. Overall, consolidation 
tends to yield short-term product improvements (through integration and 
cross-pollination of ideas) but may slow the pace of breakthrough innovation in the 
long run if market leaders face less competition.​
 

●​ Impact on Competition and Market Dynamics: Rapid SaaS consolidation has 
meaningfully increased market concentration in many software segments. A 
handful of cloud incumbents (Microsoft, Salesforce, Oracle, etc.) now command 
significant market share, raising concerns about reduced customer choice and 
higher pricing power. For customers, consolidation can bring benefits like unified 
platforms and streamlined vendor relationships, but also risks vendor lock-in and 
fewer alternative providers. Regulators have taken notice – antitrust scrutiny in 
tech has intensified, exemplified by the blocked $20B Adobe–Figma deal in 2023, 
which regulators warned would “harm innovation” and limit competition in design 
software (Adobe shelves $20 bln Figma deal after hitting regulatory roadblocks | 
Reuters). Similarly, bundling practices by dominant firms (e.g. Microsoft tying 
Teams to Office 365) have drawn EU charges of anti-competitive behavior 
(Microsoft charged with EU antitrust violations for bundling Teams). For startups, 
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the consolidation wave is a double-edged sword: on one side, it creates acquisition 
exit opportunities (indeed, acquisitions account for ~66% of VC-backed startup 
exits (Industry Consolidation: Impact on Start-Ups and Innovation - Endovascular 
Today)), but it also raises barriers to compete independently against tech giants’ 
integrated suites. Many emerging SaaS companies face a “build or be bought” 
dilemma – while they can innovate in niches, their long-term survival often entails 
being acquired by a larger platform or struggling to gain market traction against 
consolidated rivals.​
 

●​ Future Outlook: The SaaS M&A trend is expected to continue, albeit in an evolved 
form. AI-driven SaaS is poised to ignite the next wave of acquisitions – major cloud 
providers are actively eyeing AI-powered SaaS startups to bolster their offerings (AI 
adoption to force wave of software consolidation — Dealspeak North America - ION 
Analytics). Industry experts predict a wave of consolidation in 2025 as AI adoption 
pressures SaaS business models and both Big Tech and PE firms pursue AI 
capabilities (AI adoption to force wave of software consolidation — Dealspeak North 
America - ION Analytics). Vertical SaaS (industry-specific cloud software) is 
another hotspot for future M&A; mature vertical players may merge for scale, and 
horizontal giants will acquire niche solutions to deepen domain expertise. We can 
also expect a continued stream of take-private deals by private equity, especially 
for undervalued public SaaS companies – a record 28 U.S. software take-privates 
occurred in 2024 (AI adoption to force wave of software consolidation — Dealspeak 
North America - ION Analytics) as the IPO window stayed narrow. In the long term, 
consolidation will likely yield a landscape dominated by a few mega-platforms 
offering broad SaaS portfolios, surrounded by an ecosystem of specialist providers 
(many of which ultimately get absorbed by those platforms). Customer impact will 
be mixed: integration and efficiency vs. potential oligopolistic behavior. Regulatory 
oversight remains a wildcard – a more stringent antitrust environment could slow 
down mega-deals, while a more permissive climate (or new administration) might 
embolden even larger acquisitions (analysts note tech “hyperscalers” could attempt 
much bigger buys if conditions allow (AI adoption to force wave of software 
consolidation — Dealspeak North America - ION Analytics) (AI adoption to force 
wave of software consolidation — Dealspeak North America - ION Analytics)). 
Overall, consolidation in SaaS is set to persist as a core strategy for growth and 
innovation, making it imperative for stakeholders to navigate the balance between 
scale efficiencies and maintaining a vibrant, competitive market.​
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1. Current M&A Trends in the SaaS Industry (2018–2023) 

M&A Volume and Momentum: SaaS M&A activity accelerated markedly over the last 
five years, with record-breaking deal volumes during the 2020–2021 tech boom. After a 
brief slowdown at the start of the COVID-19 pandemic (2020 deals fell ~16% from 2019) 
(SaaS M&A Transactions: Insights & Trends in 2024 | Aventis Advisors), the sector saw 
an extraordinary surge in 2021, often dubbed a “deal frenzy.” Industry data show that 
the number of SaaS M&A transactions roughly doubled from 2020 to 2021 (SaaS M&A 
Transactions: Insights & Trends in 2024 | Aventis Advisors). According to Software 
Equity Group (SEG), 2021 saw nearly 1,800 SaaS deals globally – about 40% higher than 
the previous year (SEG 2022 Annual SaaS Report - Software Equity Group). This 
momentum continued into early 2022, which ultimately marked the peak of recent 
activity by some measures (one advisory report counted 2,157 SaaS deals in 2022, the 
highest ever) (SEG 2025 Annual SaaS Report). 

However, macroeconomic headwinds in 2022 (rising inflation, interest rate hikes, and 
geopolitical uncertainty) cooled the ardor for acquisitions. In 2022, SaaS deal volume 
dropped by ~23% according to Crunchbase/Mergermarket data (SaaS M&A 
Transactions: Insights & Trends in 2024 | Aventis Advisors), as buyers grew more 
cautious. The downturn extended into 2023, which saw M&A activity fall below 
pre-pandemic levels by some counts (SaaS M&A Transactions: Insights & Trends in 
2024 | Aventis Advisors). Figure 1 below illustrates the broader software M&A trend: 
after a 2021 spike, overall deal value pulled back sharply in 2022–2023 amid the market 
correction, then started to recover in late 2023. 

(AI adoption to force wave of software consolidation — Dealspeak North America - ION 
Analytics) Figure 1: M&A Deal Volume and Count in North America’s Software Sector 
(1996–2024). The SaaS-heavy software M&A market hit record levels in 2021 (green line = 
~4,500 deals; blue bars = ~$800B+ in value) before a notable decline in 2022–2023. Deal 
activity began rebounding toward 2024 (AI adoption to force wave of software 
consolidation — Dealspeak North America - ION Analytics). Source: Mergermarket / Ion 
Analytics. 

Despite the dip in 2022–23, consolidation remains a defining force in the SaaS industry. 
By Q4 2023, dealmaking showed signs of revival – for instance, 539 SaaS M&A deals 
occurred in Q3 2023 alone (SaaS Acquisitions: Largest Deals, Recent Trends & 
Insights) – as valuation expectations adjusted and buyers regained confidence. The 
United States continues to lead this activity: the U.S. has accounted for about 60–65% 
of SaaS M&A deal volume in the past decade (SaaS M&A Transactions: Insights & 
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Trends in 2024 | Aventis Advisors), reflecting its large base of SaaS vendors and deep 
capital markets. In short, while the breakneck pace of 2021 has tempered, SaaS 
consolidation is ongoing at a healthy clip, with 2024 on track to be another strong year 
according to early data (SEG 2025 Annual SaaS Report). 

Key Drivers of Recent SaaS M&A: Multiple factors have propelled the consolidation 
trend: 

●​ Market Saturation & Growth Pressure: As core SaaS markets (e.g. CRM, ERP, 
collaboration) mature, organic growth for incumbents has slowed. This pushes 
larger firms to acquire emerging players to sustain revenue growth, enter new 
verticals, or add users. By buying competitors or adjacent solutions, companies can 
tap into new customer segments and cross-sell opportunities. For example, when 
growth in its core CRM business plateaued, Salesforce pursued big acquisitions 
(Tableau in 2019, Slack in 2020) to expand into analytics and workplace 
collaboration, effectively buying growth and new capabilities (The biggest 
enterprise technology M&A deals of 2021 | CIO). In a saturated market, M&A provides 
a fast track to scale and market share that might be hard to achieve organically.​
 

●​ Customer Demand for Integrated Platforms: Enterprises increasingly prefer 
consolidated software suites over many single-purpose tools, to reduce complexity 
and data silos (What’s driving the SaaS consolidation wave? | Digitalisation World) 
(What’s driving the SaaS consolidation wave? | Digitalisation World). This trend is 
motivating SaaS providers to build out broad platforms through acquisition. As one 
industry analysis notes, companies are shifting from using “multiple different niche, 
single-feature products” to seeking “all-in-one platforms”, which puts pressure on 
vendors to deliver more comprehensive, integrated solutions (What’s driving the 
SaaS consolidation wave? | Digitalisation World). M&A is a key enabler for this: by 
acquiring complementary services, a SaaS firm can offer a one-stop solution. A 
clear example is Zoom’s 2020 bid for Five9 (a contact-center SaaS) which aimed to 
turn Zoom from a meetings app into an integrated communications platform – a 
deal ultimately called off, but illustrative of the strategic rationale. Similarly, 
HubSpot’s acquisitions of marketing and sales enablement startups expanded its 
SMB software suite to cover the entire customer lifecycle. In short, the drive to be a 
platform (and avoid being just a feature) is a strong M&A catalyst.​
 

●​ Technology Integration and Innovation: Acquisitions are a fast way to obtain 
cutting-edge technology or talent. Rather than spending years on R&D, a company 
can buy a SaaS innovator to leapfrog into a new tech domain (AI, machine learning, 
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etc.) or to modernize its stack. “Acqui-hire” deals – purchasing startups largely for 
their skilled teams – have also been common in SaaS. For instance, Microsoft’s 
$7.5B acquisition of GitHub (2018) gave it a popular developer SaaS community and 
an edge in DevOps, and IBM’s purchase of Red Hat (2019, $34B) helped IBM pivot to 
hybrid cloud solutions. Many SaaS firms pursue M&A to integrate features that 
complement their core offering: a product management SaaS might buy an 
analytics module vendor to embed analytics into its platform, etc. According to 
Alvarez & Marsal, acquiring companies with advanced solutions can let SaaS 
businesses “bypass lengthy development cycles” and bring new features to market 
faster (SaaS CEO's Dilemma: To Acquire or Innovate In-House). In sum, the need to 
keep up with technological change (AI, security, fintech integrations, etc.) is a major 
driver – it’s often more expedient to “buy” innovation than build it.​
 

●​ Macroeconomic and Financial Factors: The broader economic climate has heavily 
influenced SaaS M&A trends. Cheap capital and high valuations in 2020–2021 (due 
to low interest rates and bullish equity markets) encouraged an M&A boom – 
companies could fund deals with inexpensive debt or use their inflated stock as 
currency. For example, 2021’s boom saw numerous stock-based acquisitions and 
SPAC mergers. Conversely, the interest rate hikes in 2022 made debt-financed 
deals costlier, and falling SaaS stock prices made sellers more hesitant, 
contributing to the 2022–23 slowdown (SaaS M&A Transactions: Insights & Trends 
in 2024 | Aventis Advisors) (Rough Ride: M&A Dropped 31% For VC-Backed Startups 
In 2023). Economic uncertainty (e.g. the Ukraine conflict in 2022) also led some 
buyers to pause large expansion moves (SaaS M&A Transactions: Insights & Trends 
in 2024 | Aventis Advisors). That said, one supportive factor has been the record 
levels of “dry powder” in private equity – by mid-2023, PE firms globally held $2.5 
trillion in undeployed capital (The Ultimate Guide to SaaS Software Sector M&A | 
Forbes Partners). This has created sustained demand for acquisitions despite 
higher borrowing costs, as PE funds are incentivized to put capital to work. Indeed, 
one analysis credits this imbalance of capital for keeping SaaS valuations relatively 
firm in 2023 (The Ultimate Guide to SaaS Software Sector M&A | Forbes Partners). In 
summary, macro conditions have created ebbs and flows – 2021’s frothy 
environment versus 2022’s cautious mood – but ample investor capital ensures 
consolidation continues through cycles.​
 

●​ Private Equity’s Growing Role: A notable trend in recent years is the rise of private 
equity as a driving force in SaaS consolidation. PE firms have increasingly targeted 
SaaS companies for leveraged buyouts, take-privates, and roll-up strategies. In Q3 
2023, financial sponsors (PE) represented about 60% of all SaaS M&A 
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transactions, up from 58% a year prior (SaaS Acquisitions: Largest Deals, Recent 
Trends & Insights). Firms like Thoma Bravo, Vista Equity Partners, Silver Lake, and 
Francisco Partners have led a string of large acquisitions: for example, Thoma 
Bravo took security SaaS provider Proofpoint private for $12.3B in 2021, and in 
2022 Thoma Bravo acquired Anaplan ($10.7B) and Coupa Software ($8B) in major 
take-private deals. PE buyers often pursue a “buy-and-build” thesis – acquiring a 
platform company then adding on smaller bolt-on acquisitions to create a scaled 
entity. A case in point is Insight Partners’ roll-up in marketing technology, where 
Campaign Monitor, Cheetah Digital and others were merged into a new entity 
(rebranded as Marigold) to offer a broad suite of marketing SaaS products (email, 
loyalty, etc.). Such roll-ups allow PE to increase operational efficiency and valuation 
multiples by achieving scale. Another example is Vista’s portfolio company JAMF, 
which acquired several Apple-device-management SaaS tools to broaden its 
product range under Vista’s ownership. Figure 2 highlights the surge in PE-led 
takeovers in the software space: 2024 saw a record number of take-private deals in 
North America’s software sector, reflecting PE’s continued appetite to consolidate 
tech assets.​
 

(AI adoption to force wave of software consolidation — Dealspeak North America - ION 
Analytics) Figure 2: Private Equity Take-Private Deals in North America’s Software 
Sector. The green line (right axis) shows the count of take-private buyouts rising to 28 
deals in 2024 (from 18 in 2021). Blue bars (left axis) show total deal value, which peaked in 
2022 ($118B, boosted by mega-deals like Twitter, Citrix, Zendesk) and remained strong in 
2024 ($56B) (AI adoption to force wave of software consolidation — Dealspeak North 
America - ION Analytics). PE firms have been aggressively taking SaaS and software 
companies private, contributing to consolidation. Source: Mergermarket / Ion Analytics. 

●​ Venture Capital and Startup Dynamics: Venture investors also influence 
consolidation insofar as M&A is a primary exit strategy for SaaS startups. In the 
frothy market of 2021, many VC-backed companies found eager acquirers (often at 
high multiples), which in turn reinforced VCs’ willingness to fund SaaS innovation. By 
contrast, the 2022–2023 dip in M&A hit venture ecosystems hard – only 1,738 
VC-backed startups were acquired globally in 2023, an 8-year low (31% fewer than 
2022) (Rough Ride: M&A Dropped 31% For VC-Backed Startups In 2023). This slump 
was problematic for VCs since a frozen IPO market left acquisitions as the main 
liquidity path (Rough Ride: M&A Dropped 31% For VC-Backed Startups In 2023). The 
result has been increased pressure on startups: those unable to find buyers or new 
funding have faced down-rounds or shutdowns. Going forward, as M&A picks up, we 
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can expect VC-backed SaaS startups to once again be prime acquisition targets for 
both strategics and PE looking for growth assets. Indeed, experts predict that with 
the IPO window still narrow, many mature startups will opt to sell in 2024–25, 
especially if they are not among the few able to ride the AI hype to public markets (AI 
adoption to force wave of software consolidation — Dealspeak North America - ION 
Analytics) (AI adoption to force wave of software consolidation — Dealspeak North 
America - ION Analytics). 

Notable SaaS M&A Deals (2018–2023): The consolidation wave is exemplified by a 
series of high-profile acquisitions across different SaaS verticals. Below are several 
landmark deals from the past 3–5 years, illustrating the breadth of activity: 

●​ Salesforce’s Mega-Acquisitions: Salesforce, a cloud CRM pioneer, made two of the 
largest SaaS acquisitions on record as it expanded its platform. It bought Tableau in 
2019 for $15.7B to add data visualization and analytics to its portfolio, and in late 
2020 it agreed to acquire Slack for $27.7B (closed 2021) to integrate enterprise 
collaboration capabilities (The biggest enterprise technology M&A deals of 2021 | 
CIO). These deals, valued at ~10× (Tableau) and ~26× (Slack) times the targets’ 
revenues, signaled Salesforce’s strategy of building an end-to-end enterprise cloud 
(Salesforce even branded its offering “Slack-first Customer 360” post acquisition).​
 

●​ Microsoft’s Strategic Acquisitions: Microsoft has likewise been active, focusing on 
AI and developer-focused SaaS. It acquired GitHub for $7.5B in 2018, giving it a 
strong hold in the developer community, and Nuance Communications in 2021 for 
$19.7B to bolster its AI and speech recognition tech in healthcare (The biggest 
enterprise technology M&A deals of 2021 | CIO). Microsoft’s acquisitions often aim to 
integrate new tech into its Azure cloud or Dynamics 365 suite. (Notably, Microsoft’s 
attempted $69B acquisition of game-maker Activision Blizzard, though not SaaS, 
drew significant antitrust scrutiny in 2022–23 – reflecting regulators’ wariness of 
Big Tech deals.)​
 

●​ Adobe’s Proposed Figma Deal (2022): In September 2022, Adobe announced a 
blockbuster agreement to buy design collaboration SaaS Figma for $20B, one of 
the largest takeovers of a private SaaS company ever. The deal valued Figma at an 
astonishing ~50× ARR, highlighting how much incumbents would pay for 
category-leading SaaS startups. However, after a year of investigations, Adobe 
terminated the Figma merger in late 2023 amid EU and UK regulatory roadblocks 
(Adobe calls off $20 billion acquisition of Figma - AP News) (Adobe shelves $20 bln 
Figma deal after hitting regulatory roadblocks | Reuters). Regulators feared the deal 
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would eliminate a potent competitor and “reduce competition” in design software, a 
rare instance of a big SaaS merger being derailed by antitrust concerns (Adobe 
shelves $20 bln Figma deal after hitting regulatory roadblocks | Reuters). (We 
discuss this case more under competition impacts.)​
 

●​ Oracle’s Cloud Expansion: Oracle, known for database and ERP software, made a 
major cloud bet by acquiring Cerner (healthcare SaaS/EMR provider) for $28B in 
2021. This deal (completed in 2022) brought a large base of healthcare clients onto 
Oracle’s cloud and marked one of the biggest health-tech acquisitions. Earlier, 
Oracle had also bought Netsuite for $9.3B (2016) and ERP vendor PeopleSoft 
(2005) in prior waves of software M&A, underscoring that consolidation is not new – 
but Oracle’s Cerner move showed legacy vendors pivoting to SaaS via acquisition.​
 

●​ Fintech and Marketing SaaS Deals: Intuit’s $12B acquisition of Mailchimp (2021) 
was a headline deal in marketing SaaS, pairing Mailchimp’s email marketing platform 
with Intuit’s small-business software ecosystem (QuickBooks), reflecting 
cross-industry convergence. In fintech SaaS, a notable deal was Stripe’s 2022 
acquisition of Recko (payments reconciliation) and Klarna’s acquisition of 
PriceRunner – showing fintech players consolidating to broaden service offerings 
(though most fintech “mega-deals” were IPOs rather than M&A in this period).​
 

●​ Infrastructure and DevOps SaaS: A huge 2022 deal was Broadcom’s $61B 
acquisition of VMware, a move to fold a hybrid cloud and virtualization leader into 
Broadcom’s portfolio. While VMware isn’t pure SaaS (many on-prem products), it 
increasingly offers subscription licenses, and the deal highlights large 
conglomerates targeting software for recurring revenues. In DevOps, Progress 
Software’s $2B purchase of Chef (2020) and IBM’s $34B Red Hat deal stand out as 
moves to consolidate cloud infrastructure and open-source software capabilities.​
 

●​ Private Equity Take-Privates: As mentioned, 2022 saw several large public SaaS 
companies taken private by PE consortia. Aside from Thoma Bravo’s deals (Coupa, 
Anaplan, Proofpoint, SailPoint), other examples include Vista Equity & Elliott’s 
$16.5B take-private of Citrix (2022) – later merged with Tibco – and Hellman & 
Friedman/Permira’s $10.4B take-private of Zendesk (2022) (AI adoption to force 
wave of software consolidation — Dealspeak North America - ION Analytics). In 
2023, a Silver Lake-led group also bought out Qualtrics for $12.5B (Qualtrics had 
been spun out by SAP). These transactions removed several once-prominent SaaS 
firms from public markets, consolidating them under PE ownership with plans for 
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streamlining and eventual resale or IPO.​
 

Overall, virtually every segment of SaaS – from productivity and collaboration (Slack, 
Zoom’s attempted Five9 deal) to verticals like healthcare (Cerner) and marketing 
(Mailchimp) – has seen major consolidation plays. The valuations have ranged widely, 
but many deals in 2018–2021 commanded rich revenue multiples (often 10×+ ARR for 
coveted assets (SaaS M&A Transactions: Insights & Trends in 2024 | Aventis Advisors)). 
Notably, the feverish valuations cooled by 2023, with buyers becoming more 
valuation-sensitive as capital costs rose. For instance, many late-2022/2023 PE deals 
priced targets closer to 6–8× ARR (Coupa at ~8×, Zendesk ~7×) rather than the 15–20× 
seen in earlier strategic deals. This recalibration is part of the current trend – 
“rationalizing” of SaaS valuations – which we examine next. 

Valuation and Pricing Trends: Despite macro swings, SaaS M&A multiples have 
remained higher than those of traditional software due to the attractive characteristics 
of SaaS (recurring revenue, growth potential). Industry analyses indicate that over 
2015–2023, the median SaaS acquisition multiple was ~5× revenue (SaaS M&A 
Transactions: Insights & Trends in 2024 | Aventis Advisors). During the peak in 2021, 
median deal multiples ticked up – one study found median EV/Revenue reached ~6.4× 
in 2021, up from ~5.5× pre-pandemic (SaaS M&A Transactions: Insights & Trends in 
2024 | Aventis Advisors). This was in line with soaring public SaaS valuations at the 
time. By the first half of 2023, however, median multiples fell back to ~4.7×, essentially 
“in line with pre-COVID figures” (SaaS M&A Transactions: Insights & Trends in 2024 | 
Aventis Advisors). In other words, valuation ratios mean-reverted as the market 
corrected. 

It’s important to note the spread: top-quartile deals still fetched very high prices (the 
top 25% of SaaS deals closed above 9.7× revenue during 2015–1H2023) (SaaS M&A 
Transactions: Insights & Trends in 2024 | Aventis Advisors), usually reflecting highly 
strategic or fast-growing targets. A prime example is Figma’s attempted sale at ~50× 
ARR, or Slack’s ~26×. Such outliers skew averages upward. Meanwhile, many smaller 
tuck-in acquisitions occur at lower multiples (often 2–5× revenue, especially if the 
target is sub-scale or not a high-growth “unicorn”). Overall, valuation trends can be 
summarized as: 2021 peak optimism, followed by a 2022–2023 correction. Yet, 
contrary to what one might expect, multiples did not collapse – they “remained 
relatively stable” on average (The Ultimate Guide to SaaS Software Sector M&A | Forbes 
Partners). One reason is the aforementioned competition among buyers: with many PE 
firms and strategics chasing a finite set of quality SaaS targets, demand has propped 
up pricing (The Ultimate Guide to SaaS Software Sector M&A | Forbes Partners). As of 
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late 2023, quality SaaS companies (with strong growth, retention, etc.) still command 
healthy multiples, albeit off the frothy highs. It’s also worth noting that profitability and 
scale influence multiples: larger deals and targets with positive cash flow often get 
higher valuations (in 2021–22, several loss-making SaaS firms still got acquired at high 
revenue multiples, but by 2023 acquirers placed more weight on efficient growth and 
margins). 

In terms of valuation metrics beyond revenue, many acquirers (especially PE) consider 
EV/EBITDA as well. For mature SaaS firms with earnings, typical EV/EBITDA multiples 
have been in the mid-teens historically (Software Valuation Multiples: 2015-2025 – 
Aventis Advisors). The Aventis Advisors study of private software deals (2015–2024) 
found a median around 16× EBITDA (Software Valuation Multiples: 2015-2025 – Aventis 
Advisors). But in 2021’s growth-oriented climate, EBITDA took a backseat to growth 
metrics; by 2023, with a shift to profitability, we see acquirers paying up for firms that 
can show a path to solid EBITDA. A blended concept used by some acquirers is “GREM” 
(Growth + EBITDA margin) – essentially rewarding companies with a balance of high 
growth and profitability with premium multiples (The Ultimate Guide to SaaS Software 
Sector M&A | Forbes Partners). For instance, a SaaS company growing 40% YoY with 
+10% EBITDA margins (GREM = 50) might achieve a top-of-market multiple, whereas 
one growing 15% with -20% margins would be valued much lower. In summary, 
valuation trends have been dynamic: the era of “growth at any price” in 2021 gave way to 
more measured pricing in 2022–23, but SaaS fundamentals (recurring revenue, 
scalability) ensure the sector still garners richer multiples than many other industries. 

Private Equity and Roll-up Activity: As noted, PE firms have significantly shaped SaaS 
consolidation recently. Their playbook often involves taking public SaaS companies 
private, improving operations and cost structure, and sometimes merging them with 
other portfolio companies. For example, Vista Equity Partners (a PE specializing in 
software) acquired Pluralsight (online training SaaS) for $3.5B in 2021 and Citizens’ 
developer platform for $2B, among others, consolidating in that space. Thoma Bravo 
has been extremely active – beyond the big deals (Anaplan, Coupa, Proofpoint), it also 
bought dozens of mid-sized SaaS/security firms (Sophos, Barracuda, Ping Identity, 
etc.), effectively rolling up large parts of the cybersecurity software market under its 
umbrella. Many of these PE-driven combinations result in less publicity than big 
strategic mergers but have cumulative impact on market structure. A notable roll-up 
example is TIBCO Software: Vista took TIBCO private in 2014 and over the years TIBCO 
acquired integration and analytics SaaS firms (Information Builders, Orchestra 
Networks). In 2022, TIBCO (under Vista) merged with Citrix (from Elliott), forming a huge 
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privately-held software company spanning SaaS, virtualization, and more. This reflects 
how PE can consolidate multiple legacy and SaaS assets into one powerhouse. 

Another pattern is PE-backed “strategic” acquisitions – i.e. when a PE firm buys a 
platform company and then that company, with PE support, acquires others. For 
instance, Insight Partners backed a company called CM Group (Campaign Monitor’s 
parent) which over a few years acquired Emma, Delivra, ValiMail, and eventually 
Cheetah Digital, creating the combined entity Marigold (noted above). This is essentially 
a PE-led sector roll-up outside of public markets. Such activity has been pronounced in 
vertical SaaS domains: e.g., Applied Systems (insurance SaaS) made multiple add-on 
acquisitions under PE ownership; MRI Software (real estate SaaS) has rolled up many 
proptech SaaS companies backed by GI Partners. 

Private equity’s influence also extends to how companies operate post-acquisition – 
typically with a focus on efficiency. This has raised questions (discussed in the next 
section) about the impact on innovation and customers when a cost-focused PE firm 
acquires a high-growth SaaS. Nonetheless, PE firms are expected to remain major 
buyers given their fundraising focus on tech. A Morgan Stanley report noted that 
financial sponsors have evolved into “subject matter experts” in tech with operational 
playbooks for SaaS, enabling them to compete head-to-head with corporate buyers 
(The Rise of Private Equity in Tech M&A | Morgan Stanley). The active involvement of PE 
and VC thus continues to drive a lot of SaaS consolidation, through both mega-deals 
and numerous smaller transactions that cumulatively reshape the industry. 

2. Impact of Consolidation on Innovation 

One of the most important questions surrounding SaaS consolidation is how it affects 
innovation – the lifeblood of the tech industry. M&A can influence innovation in complex 
ways, with both positive and negative outcomes observed. We examine these from two 
angles: the innovation within firms (product R&D, new feature development) and the 
broader innovation ecosystem (emergence of new disruptive companies). 

Access to Greater Resources – a Boon for Innovation: On the positive side, when a 
smaller innovative SaaS company is acquired by a larger firm, it often gains access to 
far greater resources: deeper R&D budgets, a larger pool of engineering talent, and 
more robust infrastructure. This can accelerate development of the acquired product. 
For example, after being acquired by Salesforce, Slack benefited from Salesforce’s 
extensive resources to scale its infrastructure and integrate with Salesforce’s cloud 
software. Salesforce reportedly increased R&D investment in Slack to build new 
capabilities (like tighter CRM-chat integration and Slack’s Canvas feature) that likely 
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would have taken Slack much longer to develop as an independent company. Similarly, 
when Google acquired data analytics SaaS Looker (2019, $2.6B), it integrated Looker 
into Google Cloud, potentially enabling more rapid innovation in Looker’s BI platform 
through access to Google’s AI/ML tools and capital. In many cases, acquired teams are 
freed from short-term fundraising or profitability concerns and can focus on 
longer-term innovation under the shelter of a cash-rich parent. An academic study of 
Chinese firms found that M&A can enhance innovation efficiency by improving firms’ 
resource endowments (Impact of mergers and acquisitions on enterprise innovation 
efficiency) – essentially, the acquired firm can do more innovation with the acquirer’s 
resources than it could alone. 

Integrated Product Suites and New Capabilities: Consolidation can also spur 
innovation by enabling integrated product development. When previously separate 
products come under one roof, new combinations become possible. For instance, 
the integration of Slack + Salesforce opened the door to innovative features 
melding CRM data with team collaboration (e.g. Slack workflows that trigger 
Salesforce actions). This kind of integration often results in improved user 
experiences – such as a single sign-on, unified dashboards, or cross-application 
analytics – that are innovative in their own right. Companies like Microsoft and 
Adobe have long leveraged acquisitions to build rich product ecosystems where the 
sum is greater than the parts (e.g. Microsoft 365 bundling Teams with Office, Adobe 
Creative Cloud’s suite). As one industry expert noted, integrating multiple tools into 
a platform can unlock “more intuitive and efficient user journeys,” solving pain 
points caused by fragmented systems (What’s driving the SaaS consolidation wave? 
| Digitalisation World) (What’s driving the SaaS consolidation wave? | Digitalisation 
World). A concrete example is Atlassian’s acquisition of Trello (2017) – by folding 
Trello’s kanban app into Atlassian’s suite, Atlassian could innovate on cross-product 
features like unified project tracking across Trello and Jira. Thus, consolidation can 
drive a wave of platform-level innovation that wouldn’t occur if each product stayed 
in its silo. 

Increased R&D Scale and Talent Pool: Post-merger entities can pool their engineering 
talent and ideas, often resulting in a stronger combined innovation engine. If two SaaS 
companies working on similar problems merge, their developers can share best 
practices and tackle challenges together rather than duplicating efforts. This is evident 
in many PE-driven mergers of equals in software, where combined R&D teams have led 
to improved product roadmaps. Additionally, acquisitions can bring in specialized 
expertise – for instance, a SaaS firm weak in AI might acquire an AI startup to inject 
that skillset into its team, leading to more AI-driven features across its products. Many 
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big SaaS vendors (Salesforce, Oracle, ServiceNow) have acqui-hired AI startups exactly 
for this purpose. These are ways consolidation can catalyze innovation: by combining 
complementary strengths and enabling projects that require a certain scale of data or 
investment (like advanced AI models, global cloud infrastructure, etc.) that smaller 
firms couldn’t afford. In summary, greater resources, integration synergies, and talent 
concentration are the primary benefits of consolidation for innovation. 

Innovation Drawbacks – Less Competition, Less Urgency: Conversely, critics argue 
that excessive consolidation dampens innovation by reducing competitive pressure. 
When major competitors merge or a dominant firm absorbs a rising challenger, the 
urgency to innovate can diminish. A highly competitive SaaS landscape – think of the 
rapid feature race between Slack and Microsoft Teams in the late 2010s – tends to drive 
each player to improve constantly. If one is removed (say Slack had not remained 
independent until 2020), the dominant player might slow its pace. In fact, Slack’s CEO 
Stewart Butterfield noted that part of why Slack agreed to be acquired was the steep 
cost of competing head-to-head with Microsoft’s bundle; post-acquisition, Microsoft’s 
incentives to aggressively update Teams may lessen without Slack as an independent 
rival (though in this case, Slack’s existence inside Salesforce still competes with Teams 
externally, so competition isn’t entirely eliminated). More generally, monopolistic 
outcomes risk complacency. Economic research supports this: some studies find that 
M&As can lead to a decline in the acquirer’s innovation output (e.g. fewer patents) 
when the goal of the M&A was mainly to eliminate competition (The Impact of 
Technological Mergers and Acquisitions on Enterprise Innovation: A Review) (The 
Impact of Technological Mergers and Acquisitions on Enterprise Innovation: A Review). 
If a tech giant buys a startup primarily to shut down a nascent threat (a so-called “killer 
acquisition”), innovation clearly suffers – the acquired product might be discontinued 
and its innovation trajectory cut short. While this practice is more documented in 
sectors like pharmaceuticals, in software there have been instances (e.g. Facebook’s 
acquisitions in social media). In SaaS, one could argue Oracle’s many acquisitions of 
software companies in the 2000s led to some products stagnating under Oracle’s 
portfolio strategy, as Oracle’s focus was on integrating them into its sales engine rather 
than continuous innovation. 

Post-Merger Integration Distractions: After an acquisition, there is often a period of 
internal focus – teams need to integrate systems, architectures, and cultures. This can 
temporarily slow down development of new features. Engineers might be reassigned to 
integration tasks instead of forward-looking projects. In a fast-moving SaaS market, 
even a year of integration can set back innovation relative to nimble startups. For 
example, after an acquisition, the roadmap might prioritize combining products (e.g. 

https://www.mdpi.com/2071-1050/15/17/12883#:~:text=Research%20based%20on%20M%26A%20motivation,external%20technology%20procurement%2C%20the%20R%26D
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=Research%20based%20on%20M%26A%20motivation,external%20technology%20procurement%2C%20the%20R%26D
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=attention%20to%20external%20technology%20procurement,153%2C56
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=attention%20to%20external%20technology%20procurement,153%2C56


unifying two SaaS platforms) over building novel features that were planned. If not 
managed well, integration challenges and cultural clashes can cause key innovators 
(founders, lead engineers of the acquired startup) to leave, resulting in an “innovation 
brain drain.” Many acquired startups see some employee attrition in the year post-deal. 
If those people go on to start new ventures that’s a silver lining, but for the acquiring 
firm it’s a loss of creative talent. 

Resource Reallocation and Cost Cutting: Particularly in PE-driven consolidations, 
there is often an emphasis on cost optimization – eliminating redundant R&D projects, 
cutting overlapping staff – to improve profitability. While financially prudent, this can 
mean reductions in total R&D spend in the combined entity versus what the two 
separate companies were spending. PE owners might rationalize product lines, 
perhaps discontinuing less profitable experimental products that a startup might have 
pursued longer if independent. A 2015 industry roundtable in Endovascular Today 
analogously noted that in medtech, “consolidation means fewer buyers of small 
innovative companies, which is a disincentive to invest in innovation” (Industry 
Consolidation: Impact on Start-Ups and Innovation - Endovascular Today). Applying 
that to SaaS: if large consolidators focus only on their main cash-cow products, they 
may shelve some innovative but risky projects. Additionally, as acquisitions become the 
norm, there’s concern some companies treat M&A as “the new R&D.” Instead of 
internally experimenting, they watch for startups to copy or buy. This mindset can lead 
to fewer ground-up innovations in large firms. Scholars have observed that 
over-reliance on external technology via M&A may “lead to a decline in the company’s 
independent innovation capabilities”, especially if management shifts focus to 
scouting acquisitions rather than fostering internal R&D (The Impact of Technological 
Mergers and Acquisitions on Enterprise Innovation: A Review) (The Impact of 
Technological Mergers and Acquisitions on Enterprise Innovation: A Review). This is 
sometimes referred to as the innovation inertia problem: why push risky internal 
research if you can acquire someone later? In sum, consolidation can inadvertently 
create a culture that values integration efficiency over bold innovation. 

Case Studies of Innovation Impact: 

●​ Case 1: Slack within Salesforce vs. Teams (Microsoft). Pre-acquisition, Slack was a 
startup innovator in workplace communication, pushing the envelope with 
user-friendly design and integrations. Microsoft, as a deep-pocketed competitor, 
responded vigorously with Teams. This rivalry arguably accelerated innovation on 
both sides (e.g. threaded chats, app integrations, video conferencing features). 
After Slack joined Salesforce in 2021, it gained tighter integration with Salesforce’s 
CRM and presumably more resources – Salesforce announced a vision for 
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“Slack-first” workflows and has since integrated Slack across its cloud products. 
However, Slack as a product has had to align with Salesforce’s broader roadmap, 
possibly slowing standalone feature rollouts that don’t tie into Salesforce. 
Meanwhile, Microsoft’s bundling of Teams with Office (which raised antitrust issues) 
gave it a huge market share, potentially easing competitive pressure. By 2022, Slack 
filed an EU complaint that Microsoft was stifling competition (Microsoft charged 
with EU antitrust violations for bundling Teams). From an innovation standpoint, 
Slack’s core concept lives on and perhaps reaches more business users via 
Salesforce, but the rapid feature war in collaboration tools has cooled, with Teams 
securing dominance in many enterprises. Innovation has shifted to new fronts like 
integrating AI (e.g. Slack’s ChatGPT app, Microsoft’s Copilot for Teams) – 
interestingly, both companies are now innovating in AI, perhaps spurred by 
competition in that new domain. So, consolidation didn’t kill Slack’s innovation, but 
it arguably changed its nature (more integration, less direct rivalry).​
 

●​ Case 2: PE-owned versus Independent –* *ExactTarget/Marketo vs. Startups. In 
marketing automation SaaS, the 2010s saw major players like ExactTarget 
(acquired by Salesforce in 2013) and Marketo (acquired by Adobe in 2018) get 
absorbed by larger companies. Post-acquisition, those products became 
components of larger clouds (Salesforce Marketing Cloud, Adobe Marketing Cloud). 
Innovation in those suites continued (especially integration with other cloud tools), 
but some customers and analysts noted slower innovation in certain areas once the 
products were part of giants focused on enterprise clients. In the meantime, 
smaller startups like HubSpot (which stayed independent and IPO’d) drove 
innovation for the SMB market with freemium models and ease-of-use features, and 
new entrants like Iterable or Braze (customer engagement SaaS) emerged with 
modern architectures. This suggests that when top incumbents consolidate, it can 
create an opening for new startups to innovate in the gaps or in serving 
underserved segments. Indeed, even as Marketo and ExactTarget matured under 
big firms, the martech landscape saw an explosion of new SaaS tools (the infamous 
“martech 5000” landscape). Thus, consolidation can shift where innovation happens 
– potentially away from the acquired firms (which focus on integration) to new 
independent players who aim to disrupt again.​
 

●​ Case 3: Innovation in Security SaaS after Consolidation. The cybersecurity software 
arena has seen aggressive PE consolidation (Thoma Bravo’s roll-up of several 
identity and authentication SaaS, for example). Some industry observers worry this 
could slow innovation if PE-owned firms prioritize profitability over developing new 
features. For instance, after Thoma Bravo took Ping Identity private in 2022, Ping’s 
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growth initiatives may have been reined in to improve margins. On the flip side, the 
exit of these mid-tier players from public markets may have encouraged a wave of 
new security startups (in areas like zero-trust, cloud security) to enter, backed by 
venture funding hoping to be the next acquisition targets. Security is a space where 
continuous innovation is vital (due to evolving threats), so consolidation’s impact is 
closely watched. Thus far, we have seen that even as big firms merge, innovation 
persists via startups – e.g. Okta’s rise (itself an independent that acquired Auth0 in 
2021) and many new companies in cloud security posture management, etc. This 
dynamic underscores that innovation tends to find a way, often shifting to the 
periphery when the center consolidates.​
 

Empirical Research & Theory: Academic studies on M&A and innovation offer mixed 
findings. Some research supports a “positive promotion” theory – that M&A can 
enhance innovation by combining complementary know-how and increasing 
investment capacity (The Impact of Technological Mergers and Acquisitions on 
Enterprise Innovation: A Review). Other studies support a “negative inhibition” theory – 
that M&A often leads to reduced R&D intensity and a focus on exploiting existing 
technology over exploring new ideas (The Impact of Technological Mergers and 
Acquisitions on Enterprise Innovation: A Review) (The Impact of Technological Mergers 
and Acquisitions on Enterprise Innovation: A Review). For example, one cited result is 
that after tech acquisitions, the acquirer’s patenting activity often decreases, 
suggesting a slowdown in fresh innovation (The Impact of Technological Mergers and 
Acquisitions on Enterprise Innovation: A Review). The reasoning is that managers may 
divert attention to integrating acquired tech and cut back on in-house R&D, leading to 
lower innovative output (The Impact of Technological Mergers and Acquisitions on 
Enterprise Innovation: A Review) (The Impact of Technological Mergers and 
Acquisitions on Enterprise Innovation: A Review). There’s also the factor of merger 
motivation: if a merger is driven mainly by a desire to eliminate a rival or “buy revenue,” 
it likely won’t enhance innovation and may even stifle it (The Impact of Technological 
Mergers and Acquisitions on Enterprise Innovation: A Review). Conversely, if the motive 
is genuinely to acquire new technology and the firm has high “absorptive capacity” to 
learn from it, innovation can improve. 

In practice, many large tech companies use acquisitions as a key component of their 
innovation strategy – for instance, Cisco Systems historically acquired dozens of 
startups to inject new product lines – and this has kept them at the forefront of certain 
trends (though Cisco also famously shut down some acquired products). For SaaS 
specifically, the pace of innovation remains high overall: even as consolidation occurs, 
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new paradigms (like low-code platforms, AI-as-a-service, etc.) keep emerging, often 
from startups that in turn become acquisition targets. 

Bottom Line – Innovation Impacts: SaaS consolidation yields a mixed impact on 
innovation: 

●​ Benefits: Enhanced product integration, more comprehensive solutions, removal of 
duplicate R&D effort, faster scaling of good ideas, and leveraging big-company 
resources to refine and distribute innovative products (turning a startup’s prototype 
into a globally supported service).​
 

●​ Drawbacks: Potential reduction in market-driven innovation due to less 
competition, risk of stagnation if dominant players rest on laurels, integration 
overhead slowing short-term innovation, and the possibility of promising 
technologies being shelved if they don’t align with the acquirer’s focus.​
 

It appears that incremental innovation often benefits from consolidation (products 
get steadily better integrated and refined), whereas radical or disruptive innovation 
can suffer if market concentration grows (since big firms might shy away from 
cannibalizing their own products, and fewer independent disruptors survive long 
enough to challenge the status quo). This underscores the importance of maintaining a 
healthy startup ecosystem and some competitive tension, even as consolidation 
inevitably occurs in a maturing industry. 

3. Impact on Competition & Market Dynamics 

The flurry of SaaS M&A has significantly altered the competitive landscape of the 
software industry. From market structure and concentration to customer choice and 
pricing, consolidation’s effects are far-reaching. Here we analyze how competition has 
been affected, including antitrust/regulatory responses and implications for startups 
and customers. 

Market Concentration and Dominance: As consolidation progresses, many SaaS 
sectors have seen a few large players increasing their market share. For instance, in 
cloud CRM software, Salesforce’s acquisitions (Tableau, Slack, MuleSoft, etc.) expanded 
its dominance, while in productivity software Microsoft’s Office 365 suite (enhanced by 
LinkedIn, Teams, etc.) solidified its market power. According to Statista, by 2022 the 
top cloud software providers (Microsoft, Salesforce, SAP, etc.) collectively accounted 
for a majority of the market (SaaS Acquisitions: Largest Deals, Recent Trends & 
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Insights). A 2022 estimate showed “Other” vendors only about 42% of the SaaS market, 
with Microsoft at 16%, Salesforce 11%, SAP 6%, Adobe 5%, Oracle 4%, etc. – indicating 
a fairly concentrated top tier. This concentration raises concerns of oligopoly: fewer 
competitors can mean less competitive pressure on pricing and potentially slower 
innovation in the long run. Customers might face the classic issue of being increasingly 
reliant on a handful of mega-vendors for many software needs. 

However, it’s worth noting that software markets are still dynamic – even if top firms 
grow, new challengers can emerge via innovation (e.g. the rapid rise of Zoom in video 
conferencing against incumbents, or Snowflake in data warehousing). Consolidation 
often follows a cycle: innovative entrants emerge, then get acquired by incumbents, 
and the cycle repeats. So while concentration has increased in mature categories, 
entirely new categories (like AI-driven dev tools, or crypto SaaS, etc.) introduce new 
competitors. 

Customer Choice and Vendor Lock-In: From the customer perspective, consolidation 
has a two-sided impact. On one hand, customers benefit from integrated offerings – 
one vendor can provide a suite of services that work seamlessly together, which is 
convenient and can lower integration costs for the user. Many CIOs appreciate the 
simplicity of dealing with fewer vendors. For example, after a series of acquisitions, 
Microsoft and Google can each offer a full suite (email, chat, docs, storage, etc.), and 
many enterprises like the one-stop-shop approach. Additionally, big consolidated 
vendors often have the stability and global support that smaller vendors lack, which can 
be reassuring for enterprise buyers. 

On the other hand, fewer independent choices can be a drawback. If an acquired 
product gets folded into a bundle or its pricing changes under a new owner, customers 
might have limited alternatives. For instance, when Adobe was planning to buy Figma, 
many designers worried that an independent, innovative tool would be swallowed by 
Adobe and potentially integrated into Creative Cloud at a higher price or with changes 
they didn’t want. With the deal’s termination, those users breathed a sigh of relief that 
competition (Adobe vs. Figma) would continue. In another example, consider 
helpdesk software: Zendesk’s acquisition by PE means it’s no longer a publicly 
innovating company, and some customers feared product development might stagnate 
or prices increase to meet PE’s ROI goals – potentially pushing them to consider smaller 
rivals like Freshdesk or Zoho. Thus, consolidation often triggers customer anxiety 
about lock-in: once their vendor is part of a giant company (or a PE portfolio), will they 
be forced into larger contracts or upsells? Will support quality suffer if the focus shifts 
to integration rather than the standalone product? 
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Pricing Dynamics: With consolidation, there is a risk that reduced competition leads to 
higher prices or less favorable terms for customers over time. Monopolistic or 
duopolistic markets tend to exert pricing power. There have been instances in software 
where after a merger, discounts become less generous and subscription costs creep 
up. For example, if two major competitors in a niche merge, the new entity might feel 
freer to raise prices since customers have fewer alternatives. That said, in SaaS, 
outright price hikes can drive customers to seek newer solutions (since switching 
costs, while significant, are not insurmountable especially for cloud software). So, large 
vendors often use bundling rather than raw price increases – e.g. Microsoft bundling 
Teams free with Office to outcompete Slack, then later perhaps bundling additional 
features into higher-tier plans. This bundling can be seen as delivering more value, but 
it’s also a way to squeeze competitors and eventually capture more wallet share. 

Antitrust and Regulatory Concerns: The wave of tech consolidation has not gone 
unnoticed by regulators worldwide. Competition authorities have started to scrutinize 
deals that previously might have sailed through. Regulators fear that dominant firms 
may use acquisitions to cement their market power and stifle emerging rivals. A 
notable recent example in SaaS was the Adobe–Figma deal. The European Commission 
and UK’s CMA both raised serious objections, stating that merging Adobe (dominant in 
creative software) with Figma (an up-and-coming competitor in UI design) could 
“reduce competition in global markets for design software” and “harm innovation” by 
eliminating a dynamic rival (Adobe shelves $20 bln Figma deal after hitting regulatory 
roadblocks | Reuters) (Adobe shelves $20 bln Figma deal after hitting regulatory 
roadblocks | Reuters). Facing no clear path to approval, Adobe abandoned the 
acquisition in Dec 2023 (Adobe calls off $20 billion acquisition of Figma - AP News), a 
rare outcome underscoring regulators’ tougher stance. Similarly, in 2020, the U.S. 
Department of Justice sued to block Visa’s $5.3B acquisition of fintech SaaS Plaid, 
arguing Visa was trying to neutralize a future competitor; Visa subsequently canceled 
the deal. These cases signal that authorities are looking not just at current 
competition, but potential competition – ensuring that today’s startups can grow into 
tomorrow’s challengers rather than getting prematurely bought out. 

Another facet is bundling and monopolistic practices by consolidated firms. We saw 
this with Microsoft Teams: Slack filed an EU complaint in 2020 that Microsoft illegally 
bundled Teams with Office, cutting off fair competition (Microsoft charged with EU 
antitrust violations for bundling Teams). In 2023, the EU formally charged Microsoft, 
leading Microsoft to offer unbundled Office versions in Europe (Microsoft stops 
bundling Teams with Office after a complaint from ...). While this isn’t a merger case, it 
directly ties to consolidation – Microsoft’s ability to leverage its suite comes from its 
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prior consolidation of enterprise software and could be seen as using that power 
anti-competitively. The fact regulators intervened suggests a growing vigilance to 
ensure big SaaS vendors don’t abuse their integrated positions. Likewise, Google’s 
numerous acquisitions have periodically drawn inquiries (though Google avoided many 
big SaaS deals in recent years, focusing on smaller tech tuck-ins possibly to stay under 
radar). 

In the U.S., the FTC and DOJ under the current administration have signaled tougher 
scrutiny of tech M&A in general. There’s discussion about revising merger guidelines to 
consider the cumulative effect of many small acquisitions by a dominant firm (the 
“serial acquisitions” or “roll-up of startups” concern). One statistic often cited is that 
over two-thirds of startup exits are via acquisition (CCIA Files Comments to DOJ/FTC 
on Consolidation Through Serial ...) – great for entrepreneurs, but potentially 
problematic if all those acquisitions go to a few big buyers, preventing any from rising 
independently. The Computer & Communications Industry Association (CCIA) has 
argued that overly aggressive antitrust (blocking all acquisitions) could hurt startups by 
removing their exit options ([PDF] 25-CCIA-001 Startup Acquisitions One Pager). It’s a 
delicate balance for regulators: protect competition and innovation, but also allow a 
healthy exit market that incentivizes venture investment. We are likely to see more 
conditions on approvals (e.g. requiring interoperability, or divestitures of overlapping 
product lines) rather than outright blocking of all deals. For instance, when Salesforce 
bought Slack, regulators cleared it, but when NVIDIA tried to buy Arm (2020) – not 
SaaS but a tech deal – global regulators stymied it due to ecosystem concerns. For 
SaaS, thus far only a few deals like Figma have been stopped; others like 
Slack/Salesforce, LinkedIn/Microsoft (2016) were allowed, perhaps because they were 
seen as complementary. But as consolidation continues, regulators may worry about 
“gatekeeper” platforms – this aligns with new laws like the EU’s Digital Markets Act, 
which could restrict big “gatekeepers” from self-preferencing or locking in users 
post-acquisition. 

Effect on Startups and New Entrants: Consolidation affects the competitive 
opportunities for startups in several ways: 

●​ Exit Opportunities: A positive is that a rich M&A environment provides startups 
with viable exits. Many SaaS founders build with an expectation that if they achieve 
moderate success, they could be acquired by a larger firm. This prospect 
encourages innovation and risk-taking (since there’s a reward). During 2020–21, high 
valuations and active acquirers meant potentially “record exit values” for founders 
in hot areas like fintech and dev tools (Impending fintech consolidation could yield 
unprecedented exit values). Even in 2022–23, while fewer deals happened, those 

https://ccianet.org/news/2024/09/ccia-files-comments-to-doj-ftc-on-consolidation-through-serial-acquisitions-and-roll-up-strategies/#:~:text=,would%20severely%20affect%20startup
https://ccianet.org/news/2024/09/ccia-files-comments-to-doj-ftc-on-consolidation-through-serial-acquisitions-and-roll-up-strategies/#:~:text=,would%20severely%20affect%20startup
https://ccianet.org/wp-content/uploads/2025/01/CCIA_Woodward-Paper-1pager.pdf#:~:text=%5BPDF%5D%2025,on%20entrepreneurship%20and%20small%20business
https://www.business-money.com/announcements/impending-fintech-consolidation-could-yield-unprecedented-exit-values/#:~:text=values%20www.business,course%20for%20record%20exit%20values
https://www.business-money.com/announcements/impending-fintech-consolidation-could-yield-unprecedented-exit-values/#:~:text=values%20www.business,course%20for%20record%20exit%20values


that did (e.g. Figma’s announced price) showed very high multiples for category 
leaders, which can motivate other entrepreneurs.​
 

●​ Fewer Buyers / Harder Exits in Concentrated Markets: On the flip side, if a sector 
consolidates down to a couple dominant companies, there are fewer potential 
acquirers for a startup in that niche. This can actually hurt startups’ exit prospects 
(if the remaining giants aren’t interested or are constrained by regulators). The 
medtech commentary we cited earlier applies here: when consolidation leads to 
fewer buyers, it can be a disincentive to invest in that space as a startup (Industry 
Consolidation: Impact on Start-Ups and Innovation - Endovascular Today). For 
example, if Adobe had bought Figma, a design startup might think twice: the 
biggest acquirer in design is gone (absorbed Figma), and competing with 
Adobe-Figma combined could be daunting. Thus, extreme consolidation could chill 
VC funding in some sub-markets due to limited exit options.​
 

●​ Competitive Moats and Barriers: Startups also face stiffer barriers to customer 
acquisition in a consolidated market. Big incumbents can bundle features, 
undercut prices, or leverage their distribution advantage to fend off newcomers. 
For instance, a new SaaS offering a stand-alone chat app faces a hard battle when 
Microsoft (Teams) and Google (Chat) bundle similar functionality free with their 
suites. Many CIOs will simply use the bundled option rather than buy a separate tool 
– not necessarily because it’s better, but because it’s already included. This 
“platform bundling advantage” means a startup must be significantly better to 
convince customers to pay separately. Some succeed by focusing on specific 
use-cases or superior UX (Slack did, Zoom did vs. Skype), but many struggle. 
Therefore, consolidation can raise entry barriers, particularly in serving enterprise 
customers who lean towards integrated solutions from known vendors.​
 

●​ Niche and Differentiation Strategies: The flip side is that consolidation by majors 
can create opportunities in niches they overlook. Large companies might focus on 
broad needs, leaving room for startups to cater to specific industries or use-cases 
where the big suites are not specialized. This is the whole thesis of vertical SaaS – 
that incumbents like Oracle or Microsoft provide generic solutions, so a startup 
focusing purely on, say, restaurant inventory management or dental office CRM can 
out-innovate in that niche. Indeed, many vertical SaaS startups have flourished by 
being distinct enough that giants haven’t built those features (at least until they 
decide to acquire the vertical player). Thus, while horizontal competition is tougher, 
there’s still healthy vertical and niche competition nurtured by VCs.​
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●​ Collaborative Strategies: It’s also worth noting that not all startups aim to topple 
incumbents; many integrate with them. The SaaS world often allows co-opetition 
via APIs – e.g. a startup might build on top of Salesforce’s platform (appearing in 
AppExchange) to address a gap. These startups often get acquired by Salesforce if 
successful. So in a way, consolidation is built into some startups’ game plans 
(become a de-facto add-on and then sell to a platform). While this leads to less 
independent competition, it does enrich the platform’s ecosystem short-term.​
 

Impact on Overall Ecosystem Health: A consolidated market can risk becoming less 
dynamic, but it can also reach a certain stability that enterprise customers appreciate. 
If too fragmented, enterprises struggle to manage many vendor relationships; if too 
consolidated, they worry about dependency. The current SaaS ecosystem, while more 
consolidated than a decade ago, still features a long tail of thousands of SaaS providers 
(the SaaS “market map” in areas like martech shows many logos despite consolidation). 
In fact, one paradoxical outcome of consolidation is that it can re-set the stage for 
new entrants: when one era’s upstarts get acquired, a new crop of upstarts often rises 
to address new problems or even to challenge the incumbents with a disruptive 
approach. For example, after Oracle, SAP, Microsoft consolidated enterprise software 
in 2000s, the next decade saw SaaS disrupt those very incumbents (Salesforce vs. 
Siebel/Oracle, Workday vs. PeopleSoft/Oracle, etc.). Now Salesforce, Workday, etc. are 
incumbents, and we see potential new disruptors coming (perhaps ones leveraging AI in 
ways incumbents don’t yet). 

In terms of consumer outcomes (here “consumer” meaning business customers), 
consolidation could lead to higher switching costs. If a customer uses a fully integrated 
suite from Vendor X (post-consolidation), moving to a competitor might mean replacing 
multiple systems at once, which is very cumbersome. This lock-in can make customers 
captive, enabling the vendor to be less responsive or innovative. To counter this, 
customers and regulators push for open standards and interoperability – for instance, 
data export tools, open APIs, etc., to ensure one vendor cannot entirely trap the 
customer’s data. 

Regulatory Oversight Going Forward: Competition authorities are likely to continue 
scrutinizing large SaaS deals. We might see conditions like requiring data portability or 
API availability as remedies. Also, regulators may pay attention to serial acquisitions of 
nascent competitors (the FTC is reportedly examining past small acquisitions by big 
tech). If major SaaS players attempt “mergers of equals” (e.g., hypothetically, if two 
top-5 SaaS companies tried to merge), that would almost certainly face antitrust 



blocks under current sentiment. So far, most big SaaS deals have been big fish eating 
smaller fish, which sometimes slips through easier. 

One real-world example of regulatory action is the lawsuit the DOJ filed in 2023 to 
block Adobe’s Figma acquisition in the U.S. (alongside the EU/UK actions) – it signaled 
a more aggressive U.S. stance as well (Adobe calls off $20 billion acquisition of Figma - 
AP News). Another example: SAP’s acquisition of analytics startup KXEN (2013) was 
subject to EU review but passed; more recently, SAP’s sale of Qualtrics in 2023 back to 
investors was approved since it was actually de-consolidation. 

Competition vs. Consolidation Balance: Interestingly, some industry voices argue 
consolidation can sometimes increase competition in a roundabout way – for example, 
if two weaker competitors merge, they might together pose a stronger challenge to the 
leader than they did apart (this was an argument in some telecom mergers). In SaaS, 
this is less common, but one might cite the merger of two mid-sized players creating a 
more viable third competitor. Generally though, the main competitive impact of SaaS 
M&A has been to strengthen the already-strong. 

Summary of Competitive Impacts: Consolidation has concentrated market power in 
the hands of top SaaS providers, prompting antitrust scrutiny especially when it 
threatens nascent rivalry. Customers enjoy integrated solutions but must watch for 
lock-in and pricing changes. Startups have plentiful acquisition opportunities but face 
the challenge of competing in arenas increasingly dominated by a few ecosystems. 
Ensuring a healthy competitive environment may require a mix of regulatory 
intervention (blocking truly anti-competitive deals, addressing bundling abuses) and 
market innovation (new entrants leveraging new tech to challenge incumbents). The 
SaaS market, while more consolidated now, is still far from a monopoly scenario in 
most segments – competition remains, but it’s often between big suites (e.g. Microsoft 
vs Google vs Salesforce in various domains) rather than a multitude of small vendors. 
The coming years will test whether this oligopolistic competition is enough to keep the 
industry vibrant, or if further regulatory action is needed to foster more choices. 

4. Future Outlook & Predictions 

Looking ahead, the SaaS consolidation trend is poised to continue, shaped by emerging 
technology trends, economic conditions, and regulatory climate. In this section, we 
outline key emerging trends likely to drive the next wave of M&A, and offer predictions 
on the long-term impacts of consolidation on innovation, competition, and customers. 
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Continued M&A Momentum (Macro Outlook): Despite short-term fluctuations, 
industry analysts remain bullish that software M&A will stay strong. PitchBook’s 2024 
SaaS report notes that dealmaking is rebounding as companies adapt to the new 
interest rate environment. Many large tech firms accumulated cash and saw improved 
stock performance in 2023, giving them renewed “firepower” for acquisitions in 
2024–2025 (AI adoption to force wave of software consolidation — Dealspeak North 
America - ION Analytics). Strategic buyers are expected to pursue bigger deals in 
2025, feeling more confident in a (potentially) stabilizing economy (AI adoption to force 
wave of software consolidation — Dealspeak North America - ION Analytics). 
Additionally, if inflation and rates moderate, corporate acquirers that had paused may 
re-enter the fray. Private equity still has ample funds and, in fact, a slightly more 
favorable credit market in late 2024 vs. 2022, which could facilitate financing of large 
buyouts. Barring a severe recession, the fundamental drivers for consolidation (growth 
via acquisition, platform expansion, etc.) remain intact. Therefore, we predict a high 
baseline level of SaaS M&A activity to persist over the next 3-5 years, though its focus 
may shift to new areas. 

AI and Machine Learning SaaS – The Next M&A Hotspot: A clear emerging trend is the 
integration of artificial intelligence (AI) and machine learning into software. SaaS 
companies that leverage AI (especially generative AI) have exploded in number and 
valuation in 2023. We expect AI-driven SaaS to be a major target for consolidation. Big 
cloud players (Microsoft, Google, Oracle, etc.) are actively looking to acquire AI startups 
to bolster their cloud offerings (AI adoption to force wave of software consolidation — 
Dealspeak North America - ION Analytics) (AI adoption to force wave of software 
consolidation — Dealspeak North America - ION Analytics). For instance, rumor had it 
that Google offered $23B for cybersecurity AI startup Wiz (which was rebuffed) (AI 
adoption to force wave of software consolidation — Dealspeak North America - ION 
Analytics) – whether or not that deal happens, it signals appetite. Large SaaS firms will 
likely buy companies that can inject AI capabilities like intelligent automation, 
predictive analytics, and generative AI into their products. We anticipate acquisitions 
in areas such as AI-powered customer service (chatbot startups), sales intelligence (AI 
that writes sales emails or analyzes calls), and developer tools (AI coding assistants). 
Some recent moves already foreshadow this: e.g. Salesforce’s ventures into generative 
AI (investing $250M in startups, possibly eyeing acquisitions) and ServiceNow acquiring 
Element AI (2020) to enhance its AI talent pool. AI adoption is expected to force a 
wave of consolidation in software, as companies either build or buy to avoid falling 
behind in the AI race (AI adoption to force wave of software consolidation — Dealspeak 
North America - ION Analytics). By 2025, we could see several mid-sized AI-native SaaS 
firms acquired by larger players needing to enrich their AI features. 
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●​ Prediction: Generative AI M&A Boom: At least one “unicorn” generative AI SaaS 
(valued >$1B) will be acquired by a major tech firm in the next 1-2 years, as part of 
the scramble to incorporate generative AI into mainstream business software. This 
could resemble Adobe’s attempted Figma buy (for the design AI space) or Salesforce 
potentially acquiring an AI document processing firm, etc. 

Vertical and Niche SaaS Consolidation: As horizontal SaaS markets saturate, the next 
frontier is vertical SaaS – solutions tailored to specific industries (healthcare, finance, 
education, real estate, etc.). We foresee increased consolidation in these verticals, 
driven by both strategic and PE acquirers: 

●​ Large horizontal providers may acquire vertical specialists to penetrate those 
industries. For example, a CRM giant might buy a healthcare CRM niche player to get 
a foothold with hospital clients (similar to Veeva in life sciences, though Veeva 
remains independent so far). Intuit’s acquisition of Mailchimp can be seen partly as 
horizontal (marketing) but also vertical (small business focus, complementing 
QuickBooks in SMB finance).​
 

●​ Within verticals, as the SaaS solutions mature, there may be mergers among 
vertical competitors. For instance, in the proptech (property tech) SaaS space, 
there are many small players – we might see a roll-up where a PE firm combines 4-5 
real estate software vendors to create a one-stop vertical provider. Vista’s portfolio 
company EagleView (GIS and property data SaaS) has done multiple add-ons, and 
Constellation Software (a serial acquirer of vertical market software) will likely keep 
buying niche vendors.​
 

●​ Some verticals that appear ripe: Healthcare SaaS (huge market, many point 
solutions that could consolidate – e.g., electronic health record SaaS, telemedicine 
platforms, etc., following Oracle’s Cerner deal and UnitedHealth’s purchase of 
Change Healthcare), Education Tech (a lot of fragmentation in LMS, tutoring, etc., 
which could consolidate as schools prefer integrated platforms), and Government 
Tech (GovTech SaaS for municipalities has many small players and we’ve seen 
companies like Tyler Technologies and CentralSquare acquire rivals in this space).​
 

●​ Prediction: Vertical Mega-Deals: We might see a large enterprise software 
company make a play for a vertical leader – for example, a big tech firm acquiring a 
leading fintech SaaS (perhaps a payments or banking SaaS provider) to expand into 
financial services cloud. Also, at least one PE-backed vertical SaaS roll-up will 



reach IPO scale, highlighting the culmination of consolidation in that niche.​
 

Cybersecurity and DevOps Consolidation: Cybersecurity, already mentioned, remains 
a high-activity area. Given the sheer number of security startups, consolidation is 
almost inevitable to simplify offerings. We expect continued M&A where bigger security 
firms (Palo Alto Networks, Cisco, Microsoft, etc.) swallow smaller security SaaS 
innovators (in cloud security, identity, etc.). Likewise, in DevOps and IT management, 
the trend of integrated toolchains means companies will acquire to broaden their dev 
tool portfolio (for example, GitLab could acquire smaller devtool startups to compete 
with GitHub). The backdrop of rising cyber threats ensures demand, but customers also 
want fewer, more comprehensive security platforms – which drives M&A as vendors try 
to provide end-to-end security suites. 

Evolution of Market Structure – Platforms and Ecosystems: In the long-term, we 
predict the SaaS landscape will coalesce around a few big platform ecosystems – akin 
to how in consumer tech we have Apple, Google, Amazon ecosystems. In enterprise 
SaaS, likely ecosystems could be: Microsoft (with Azure + business apps), Salesforce 
(business cloud platform), SAP/Oracle (for ERP and industry apps), perhaps ServiceNow 
or Workday in their domains, and the major cloud providers (AWS, Google Cloud) 
continuing to expand into SaaS directly or via partners. These ecosystems will offer 
broad app suites and marketplaces for third-party add-ons. Consolidation will reinforce 
these hubs – each acquisition draws more users into one of the major ecosystems. 
Customers might eventually pick primary platforms (like choosing Microsoft’s vs. 
Google’s stack for productivity, or Salesforce vs. Oracle for CRM/ERP) and then mostly 
use integrated solutions within them. 

This does not mean a complete monopoly – rather, an oligopoly of platforms with high 
intra-platform competition. For example, Microsoft and Google fiercely compete on 
cloud and productivity suites; Salesforce, Oracle, SAP compete on enterprise apps; 
Adobe competes with others on marketing and design clouds. The likely outcome is a 
stable set of large competitors each with broad portfolios, competing on who can 
innovate and integrate better across their suite. 

Innovation Outlook: With consolidation maturing, some worry innovation will decline, 
but our prediction is that innovation will shift rather than decline. The big platforms 
will continue innovating (especially leveraging AI, as noted), and new entrants will focus 
on frontier areas (e.g., AI-first applications, Web3 and blockchain-based SaaS if that 
picks up, metaverse-related enterprise tools, etc.). Those new areas start 



unconsolidated, fostering fresh innovation cycles. Over time, if they become important, 
the cycle repeats (big firms acquire the leading players in those new segments). 

One interesting dynamic is customer-driven innovation: as customers consolidate 
vendors, they can push those vendors to deliver certain innovations (since the 
customer is committing a lot to that platform). Large enterprise clients might demand 
integrations or features and a big vendor has to listen (to avoid the client exploring 
alternatives). So ironically, consolidation giving more power to top customers might 
spur vendor innovation in those requested directions. 

Customer Experience and Integration: We foresee a positive trend for customers in 
terms of user experience: more consolidation means vendors will invest in making 
their acquired products feel unified (common UI, seamless data flow). The experience 
of using a suite in 2025 may be much smoother than the patchwork of tools in 2018. 
Vendors will likely use technologies like universal data models and workflow engines 
to tie products together. From a customer’s employees perspective, their workflow 
might be fully integrated across what used to be separate apps – e.g., an employee 
might design in Figma, and that flows into Adobe’s marketing suite without a hitch (had 
the deal happened) or a sales rep uses one interface to handle CRM, chat, analytics 
all-in-one. This improved integration is an oft-touted benefit of consolidation and likely 
to materialize further. 

However, customers should remain wary of pricing power. We predict that as the big 
players feel less threat from upstarts, they will monetize their integrated value – 
possibly via subscription bundles that go up in price (like Microsoft’s E5 licenses 
costing more than E3 but bundling more). The total cost of ownership might increase, 
even if per-app pricing isn’t obviously hiked. Enterprises will need to negotiate carefully 
and consider multi-vendor strategies where beneficial (some might deliberately keep a 
secondary vendor for leverage, e.g., using both AWS and Azure to not be tied to one). 

Regulatory and Policy Factors: Regulation will be a wild card. If the current antitrust 
approach continues, big tech deals could face delays or blocks (as seen with Figma). A 
change in political leadership or philosophy (for instance, a more business-friendly U.S. 
administration) might ease mega-mergers through, possibly enabling much larger 
deals that are currently on hold. There has even been speculation (per analysts at 
Wedbush) that under a Republican administration, hyperscalers could attempt 
acquisitions up to “$50B or $100B” in size that were previously unthinkable (AI adoption 
to force wave of software consolidation — Dealspeak North America - ION Analytics). 
That could open the door for, say, Microsoft buying a Salesforce (market cap ~$200B) or 
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Google buying a large SaaS firm – truly landscape-changing mergers. While not 
imminent, this remains a possibility in the long run if regulatory tides turn. 

On the flip side, stringent regulation (EU style) could force big companies to show 
restraint in M&A or impose interoperability mandates. For example, the EU’s Digital 
Markets Act might require big SaaS gatekeepers to allow integrations with competing 
products – which could reduce the anti-competitive effect of consolidation by ensuring 
customers can mix and match. If Adobe-Figma’s blockage sets a precedent, big 
incumbents might refrain from buying direct competitors and instead focus on 
complementary buys or internal development. 

Prediction – Big Fish Merger? While most consolidation has been big-small, one bold 
prediction: in late 2020s we might see a merger of two major SaaS companies (of 
significant size) if growth stalls and they seek scale. This could be akin to 
Oracle-PeopleSoft of the past. For instance, hypothetically, if SAP and Salesforce both 
struggled against Microsoft, one might acquire or merge with the other (though 
regulatory scrutiny would be enormous). Even a rumor of such could roil the market. 
While not likely in next couple years, as markets saturate this becomes conceivable. 

Emerging Customer Needs: Customers in the future will demand not just integration 
but also flexibility. After witnessing rapid innovation cycles, customers may avoid 
getting too locked in and want modular options. This could give rise to a trend where 
vendors, even after acquiring, keep products relatively open (APIs, plug-ins) to avoid 
backlash. SaaS buyers also increasingly care about issues like data residency, privacy, 
and ESG – possibly favoring vendors that can meet those needs across a broad suite 
(which favors larger, well-resourced vendors, again reinforcing consolidation benefits 
for those players). 

Conclusion of Outlook: We expect SaaS consolidation to enter a new phase where the 
focus is on absorbing emerging technologies (AI, etc.) and vertical expansion. The 
industry will likely stabilize around several powerhouse vendors offering full-stack 
solutions. Innovation will continue, though more from within those big companies and 
new startups in nascent fields. Competition will persist among the giants, even as 
smaller players either find niches or get acquired. For customers, the next few years 
could bring unprecedented convenience in software usage – but also a need to keep an 
eye on the balance of power. The long-term challenge for the industry will be ensuring 
that consolidation’s efficiencies and integration benefits do not come at the cost of a 
closed, less inventive ecosystem. Maintaining that balance will require savvy moves by 
all stakeholders: companies being strategic in M&A without killing golden goose 



innovations, regulators providing oversight without stifling healthy exit markets, and 
customers leveraging their influence to demand both innovation and fair play. 

Overall, consolidation in SaaS is a natural maturation, and if managed well, it can 
coexist with a thriving, competitive, and innovative software environment. The next 3–5 
years will be crucial in setting that equilibrium, as the deals made and policies set in 
this period will likely define the SaaS landscape for the decade to come. 

 

Sources: 

1.​ Software Equity Group (SEG) – 2022 and 2024 Annual SaaS M&A Reports (industry 
deal statistics on SaaS M&A volume and buyer types) (SEG 2025 Annual SaaS 
Report) (SEG 2025 Annual SaaS Report).​
 

2.​ Aventis Advisors – “SaaS M&A Transactions: Insights & Trends in 2024” (analysis of 
2013–2024 SaaS deals; drivers, valuation multiples) (SaaS M&A Transactions: 
Insights & Trends in 2024 | Aventis Advisors) (SaaS M&A Transactions: Insights & 
Trends in 2024 | Aventis Advisors).​
 

3.​ Dataroom Providers – “SaaS Acquisitions: Largest Deals & Trends” (Q3 2023 SaaS 
M&A stats from SEG, and top 2022–23 deals) (SaaS Acquisitions: Largest Deals, 
Recent Trends & Insights) (SaaS Acquisitions: Largest Deals, Recent Trends & 
Insights).​
 

4.​ Reuters – “Adobe shelves $20 bln Figma deal after hitting regulatory roadblocks” 
(antitrust issues and regulators’ concern on innovation) (Adobe shelves $20 bln 
Figma deal after hitting regulatory roadblocks | Reuters) (Adobe shelves $20 bln 
Figma deal after hitting regulatory roadblocks | Reuters).​
 

5.​ Digitalisation World (Amplitude) – “What’s driving the SaaS consolidation wave?” 
(trend towards all-in-one platforms, customer perspective) (What’s driving the SaaS 
consolidation wave? | Digitalisation World) (What’s driving the SaaS consolidation 
wave? | Digitalisation World).​
 

6.​ Forbes Partners – “Ultimate Guide to SaaS M&A” (market drivers, valuation factors 
like GREM, PE dry powder) (The Ultimate Guide to SaaS Software Sector M&A | 
Forbes Partners) (The Ultimate Guide to SaaS Software Sector M&A | Forbes 

https://softwareequity.com/research/saas-index/2022-annual-saas-report/#:~:text=Recapping%20SaaS%20M%26A%20Activity
https://softwareequity.com/research/saas-index/2022-annual-saas-report/#:~:text=Recapping%20SaaS%20M%26A%20Activity
https://softwareequity.com/research/saas-index/2022-annual-saas-report/#:~:text=Strategic%20Buyers%20and%20Private%20Equity,Shape%20SaaS%20M%26A
https://aventis-advisors.com/saas-ma-landscape/#:~:text=However%2C%20in%20a%20remarkable%20turnaround%2C,data%20analytics%20and%20enterprise%20software
https://aventis-advisors.com/saas-ma-landscape/#:~:text=However%2C%20in%20a%20remarkable%20turnaround%2C,data%20analytics%20and%20enterprise%20software
https://aventis-advisors.com/saas-ma-landscape/#:~:text=From%202015%20to%201H%202023%2C,2021%20public%20market%20boom%2C%20median
https://aventis-advisors.com/saas-ma-landscape/#:~:text=From%202015%20to%201H%202023%2C,2021%20public%20market%20boom%2C%20median
https://dataroom-providers.org/blog/saas-acquisitions/#:~:text=,there%20are%20signs%20of%20partial
https://dataroom-providers.org/blog/saas-acquisitions/#:~:text=,there%20are%20signs%20of%20partial
https://dataroom-providers.org/blog/saas-acquisitions/#:~:text=,for%20Coalition%20to
https://dataroom-providers.org/blog/saas-acquisitions/#:~:text=,for%20Coalition%20to
https://www.reuters.com/technology/adobe-figma-terminate-20-bln-deal-2023-12-18/#:~:text=Dec%2018%20%28Reuters%29%20,buyouts%20of%20a%20software%20startup
https://www.reuters.com/technology/adobe-figma-terminate-20-bln-deal-2023-12-18/#:~:text=Dec%2018%20%28Reuters%29%20,buyouts%20of%20a%20software%20startup
https://www.reuters.com/technology/adobe-figma-terminate-20-bln-deal-2023-12-18/#:~:text=Britain%27s%20Competition%20and%20Markets%20Authority,the%20potential%20reduction%20of%20competition
https://www.reuters.com/technology/adobe-figma-terminate-20-bln-deal-2023-12-18/#:~:text=Britain%27s%20Competition%20and%20Markets%20Authority,the%20potential%20reduction%20of%20competition
https://digitalisationworld.com/blog/58126/whats-driving-the-saas-consolidation-wave#:~:text=Success%20here%20is%20dependent%20on,enjoy%20a%20significant%20competitive%20edge
https://digitalisationworld.com/blog/58126/whats-driving-the-saas-consolidation-wave#:~:text=Success%20here%20is%20dependent%20on,enjoy%20a%20significant%20competitive%20edge
https://digitalisationworld.com/blog/58126/whats-driving-the-saas-consolidation-wave#:~:text=Redefining%20user%20experience%20in%20the,consolidated%20era
https://digitalisationworld.com/blog/58126/whats-driving-the-saas-consolidation-wave#:~:text=Redefining%20user%20experience%20in%20the,consolidated%20era
https://forbes-partners.com/the-ultimate-guide-to-saas-software-sector-m-a/#:~:text=many%20deals%20in%202021%20involved,companies%20with%20premium%20metrics%2C%20especially
https://forbes-partners.com/the-ultimate-guide-to-saas-software-sector-m-a/#:~:text=many%20deals%20in%202021%20involved,companies%20with%20premium%20metrics%2C%20especially
https://forbes-partners.com/the-ultimate-guide-to-saas-software-sector-m-a/#:~:text=,EBITDA%20Margin


Partners).​
 

7.​ Crunchbase News – “Rough Ride: M&A Dropped 31% For VC-Backed Startups In 2023” 
(startup acquisition statistics) (Rough Ride: M&A Dropped 31% For VC-Backed 
Startups In 2023) (Rough Ride: M&A Dropped 31% For VC-Backed Startups In 2023).​
 

8.​ CIO.com – “Biggest enterprise tech M&A deals of 2021” (examples like 
Salesforce-Slack, Microsoft-Nuance and note on regulatory scrutiny) (The biggest 
enterprise technology M&A deals of 2021 | CIO) (The biggest enterprise technology 
M&A deals of 2021 | CIO).​
 

9.​ MDPI (Sustainability journal) – “Impact of Tech M&As on Innovation: A Review” 
(summary of studies showing M&A can inhibit acquirer R&D and patent output) (The 
Impact of Technological Mergers and Acquisitions on Enterprise Innovation: A 
Review) (The Impact of Technological Mergers and Acquisitions on Enterprise 
Innovation: A Review).​
 

10.​Ion Analytics (Mergermarket) – “Dealspeak: AI adoption to force wave of software 
consolidation (2025)” (forward-looking insights on AI driving M&A and 2024 deal 
rebound data) (AI adoption to force wave of software consolidation — Dealspeak 
North America - ION Analytics) (AI adoption to force wave of software consolidation 
— Dealspeak North America - ION Analytics).​

 

https://forbes-partners.com/the-ultimate-guide-to-saas-software-sector-m-a/#:~:text=,EBITDA%20Margin
https://news.crunchbase.com/ma/vc-backed-startup-acquisitions-ai-crypto/#:~:text=It%20is%20not%20shocking%20that,bought%20%E2%80%94%20per%20Crunchbase%20data
https://news.crunchbase.com/ma/vc-backed-startup-acquisitions-ai-crypto/#:~:text=It%20is%20not%20shocking%20that,bought%20%E2%80%94%20per%20Crunchbase%20data
https://news.crunchbase.com/ma/vc-backed-startup-acquisitions-ai-crypto/#:~:text=A%20lack%20of%20dealmaking%20can,for%20investors%20to%20see%20cash
https://www.cio.com/article/403117/the-biggest-enterprise-technology-ma-deals-of-2021.html#:~:text=2021%20saw%20some%20of%20the,7%20billion%20acquisition%20of%20Slack
https://www.cio.com/article/403117/the-biggest-enterprise-technology-ma-deals-of-2021.html#:~:text=2021%20saw%20some%20of%20the,7%20billion%20acquisition%20of%20Slack
https://www.cio.com/article/403117/the-biggest-enterprise-technology-ma-deals-of-2021.html#:~:text=Deals%20continued%20apace%20throughout%20the,a%20fear%20of%20government%20intervention
https://www.cio.com/article/403117/the-biggest-enterprise-technology-ma-deals-of-2021.html#:~:text=Deals%20continued%20apace%20throughout%20the,a%20fear%20of%20government%20intervention
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=attention%20to%20external%20technology%20procurement,153%2C56
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=attention%20to%20external%20technology%20procurement,153%2C56
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=attention%20to%20external%20technology%20procurement,153%2C56
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=shifting%20their%20attention%20to%20external,Table%205
https://www.mdpi.com/2071-1050/15/17/12883#:~:text=shifting%20their%20attention%20to%20external,Table%205
https://ionanalytics.com/insights/mergermarket/ai-adoption-to-force-wave-of-software-consolidation-dealspeak-north-america/#:~:text=A%20wave%20of%20consolidation%20targeting,based%20business%20models
https://ionanalytics.com/insights/mergermarket/ai-adoption-to-force-wave-of-software-consolidation-dealspeak-north-america/#:~:text=A%20wave%20of%20consolidation%20targeting,based%20business%20models
https://ionanalytics.com/insights/mergermarket/ai-adoption-to-force-wave-of-software-consolidation-dealspeak-north-america/#:~:text=Software%20dealmaking%20volume%20peaked%20in,%28see%20first%20chart
https://ionanalytics.com/insights/mergermarket/ai-adoption-to-force-wave-of-software-consolidation-dealspeak-north-america/#:~:text=Software%20dealmaking%20volume%20peaked%20in,%28see%20first%20chart


Gemini report 

SaaS Consolidation: Analyzing M&A Trends and Their 
Impact on Innovation & Competition (2022-2024) 
I. Executive Summary 
The Software as a Service (SaaS) industry has witnessed significant consolidation 
through mergers and acquisitions (M&A) between 2022 and 2024. This period saw a 
high volume of deal activity, with 2024 marking the second-highest number of 
transactions on record, indicating a sustained appetite for acquiring SaaS businesses 
1. Private equity firms emerged as the dominant buyers, driving a substantial majority 
of these deals, while strategic buyers also played a significant role 1. This 
consolidation trend has complex implications for innovation within the SaaS 
landscape, potentially fostering it through resource pooling and technology 
integration, but also risking its stagnation due to reduced competition and the 
marginalization of niche players 3. The impact on competition is evident in the 
increasing market concentration, driven by PE "buy-and-build" strategies and the 
demand for integrated platforms, while pricing dynamics are influenced by cost 
reduction pressures and the rise of usage-based models 5. Looking ahead, SaaS 
consolidation is expected to continue strongly, shaped by factors like the increasing 
integration of Artificial Intelligence (AI) and the growing demand for vertical SaaS 
solutions 6. 

II. Introduction: The Dynamics of SaaS Consolidation 
SaaS consolidation refers to the ongoing trend of mergers and acquisitions within the 
Software as a Service industry. This involves the combination of multiple SaaS 
companies to create larger, more integrated entities, or the absorption of SaaS 
companies by existing players in the market. This process is fundamentally 
restructuring the SaaS market and carries substantial implications for its future 
trajectory. Analyzing this consolidation is of paramount importance due to its potential 
to reshape the industry's competitive landscape and its capacity for innovation. A 
clear understanding of these dynamics is essential for businesses to formulate 
effective strategies, for investors to identify both opportunities and risks, and for 
market analysts to accurately forecast future trends within the SaaS sector. 



Several key factors have been identified as drivers behind this wave of SaaS 
consolidation. Favorable market conditions and robust valuations in the SaaS market 
have created an environment where acquisitions are attractive. Companies with 
strong Annual Recurring Revenue (ARR) growth and solid customer retention metrics 
often command high valuations, making it an opportune time for founders to consider 
selling their businesses 3. The SEG Annual SaaS Report for 2024 highlighted that it 
was the second-most active year for SaaS M&A, indicating a continued underlying 
strength in the market that supports consolidation 1. This sustained high level of M&A 
activity, even in the face of macroeconomic challenges, suggests a fundamental belief 
in the long-term value and growth potential inherent in the SaaS business model. High 
valuations provide a significant incentive for sellers, while buyers are often willing to 
pay a premium to acquire the predictable recurring revenue and inherent scalability 
that characterize SaaS businesses, thus creating a self-reinforcing cycle of M&A 
activity. 

The desire for liquidity among founders and early investors also plays a crucial role in 
driving SaaS consolidation. For many founders, their SaaS business constitutes a 
significant portion of their personal wealth. Mergers and acquisitions offer a pathway 
to achieve liquidity and diversify their investments, while they may also have the 
opportunity to retain a stake in the combined entity's future success 3. Furthermore, 
early-stage investors in SaaS companies often have investment timelines that 
necessitate an exit strategy as the company matures, and acquisition frequently 
serves as a viable route to realizing returns. The personal financial goals of founders 
and the investment horizons of early investors are therefore significant catalysts for 
M&A activity within the SaaS space. As companies scale and mature, the pressure 
from early investors to realize a return on their investment intensifies, often leading 
founders to seriously consider acquisition as a potential and attractive exit strategy. 

Burnout and the significant challenges associated with scaling a high-growth SaaS 
company also contribute to the consolidation trend. Leading and managing a rapidly 
growing SaaS business can be incredibly demanding. As these businesses scale, 
founders often face increasing pressure in managing larger teams, driving continuous 
product innovation, and navigating complex operational challenges. This can lead to 
founder burnout, making the prospect of an acquisition an appealing option 3. In such 
scenarios, acquisition can offer founders a way to reduce their operational burden 
while still potentially benefiting from the future success of their company under new 
ownership or as part of a larger organization. The intense demands of the SaaS 
market, characterized by a rapid pace of innovation and the constant need for 



adaptation, can indeed be exhausting for founders, making the possibility of joining a 
larger, more established organization or selling the business outright a desirable 
outcome. 

Synergy opportunities for strategic buyers represent another key driver of SaaS 
consolidation. Larger SaaS firms and technology conglomerates are constantly 
seeking acquisition targets that can enhance their existing product portfolios, expand 
their reach into new markets, and create valuable synergies with their current 
operations 3. These strategic buyers are particularly interested in acquiring companies 
that can fill existing gaps in their product offerings or provide them with immediate 
access to new customer segments and markets. Strategic acquisitions are viewed as a 
means to accelerate growth, gain significant competitive advantages, and expand 
their overall business ecosystems at a much faster pace than would be achievable 
through purely organic development efforts. Acquiring a company that possesses 
complementary technology or has a strong foothold in a new market can provide 
immediate access to a new customer base and additional revenue streams, thereby 
creating substantial strategic value for the acquiring company. 

Private equity firms are also playing a strong and increasingly significant role in driving 
SaaS M&A through their well-established "buy-and-build" strategies. These firms 
focus on consolidating smaller SaaS companies within a single investment portfolio to 
achieve operational efficiencies, optimize synergies, and ultimately scale the 
combined entity to create greater value 5. Private equity firms often identify a core 
"platform" SaaS company within a fragmented market and then strategically acquire 
smaller, complementary businesses that can enhance the platform's offerings, expand 
its customer base, or provide access to new technologies. This approach allows PE 
firms to create larger, more attractive, and potentially more profitable entities than the 
individual companies were on their own. The focus of private equity on consolidation 
is a major factor contributing to the high overall M&A volume observed in the SaaS 
market, as they actively seek to identify and acquire companies that fit their strategic 
roll-up plans. 

The strong demand for tech-driven growth and the increasing importance of 
integrating advanced technologies, such as Artificial Intelligence (AI) and Machine 
Learning (ML), are further fueling SaaS consolidation. Buyers are showing a 
heightened interest in SaaS companies that have successfully embedded these 
cutting-edge technologies into their platforms 3. The integration of AI and ML is 
perceived as crucial for driving future innovation, enhancing product capabilities, and 



providing businesses with a significant competitive edge. Consequently, SaaS 
companies that have effectively incorporated these technologies are becoming highly 
attractive acquisition targets for companies looking to rapidly enhance their own 
offerings in these rapidly evolving areas. 

Finally, the fundamental characteristics of the SaaS business model itself contribute 
to its attractiveness for acquisition and thus to consolidation. SaaS companies, with 
their subscription-based revenue models, offer a high degree of predictable recurring 
revenue, a feature that is highly valued by potential buyers 5. Moreover, the inherent 
scalability of SaaS platforms, which allows them to efficiently serve a growing 
customer base without proportional increases in costs, makes them particularly 
attractive acquisition targets for companies seeking long-term growth and 
profitability. The predictable nature of subscription revenue reduces financial risk for 
buyers, while the scalability of SaaS platforms offers the potential for significant future 
expansion and increased profitability as the business matures. These inherent 
advantages of the SaaS model make these companies highly desirable acquisition 
targets, contributing significantly to the ongoing trend of consolidation within the 
industry. 

III. SaaS M&A Trends Analysis (2022-2024) 
●​ A. Overall M&A Deal Volume:​

The period between 2022 and 2024 witnessed a robust level of merger and 
acquisition activity within the SaaS sector. According to the Software Equity 
Group (SEG) Annual SaaS Report, the year 2024 marked the second-highest 
number of deals recorded in the history of SaaS M&A 1. Specifically, in 2024, 
there were 2,107 SaaS M&A transactions, which was just slightly below the peak 
of 2,157 transactions observed in 2022 1. This indicates that while there was a 
minor decrease from the absolute peak, the market remained exceptionally 
active. Notably, the number of SaaS M&A deals in 2024 represented a significant 
increase compared to the preceding years, showing an 18% rise over the 2021 
figure and a substantial 61% growth when compared to the volume in 2020 1. This 
highlights a clear upward trajectory in M&A activity within the SaaS industry over 
the longer term. Furthermore, insights from GLC Advisors indicate a 17–18% 
rebound in deal volume in 2024 when compared to the activity seen in 2023, 
which was characterized as sluggish 9. This rebound suggests a renewed 
momentum in the SaaS M&A market following a period of slower activity in the 
preceding years. This renewed activity in 2024 was also marked by a consistent 



15–20% increase in deal volume compared to the prior year, which reflects an 
improvement in buyer sentiment and a stabilization of overall market conditions 9. 
This suggests a growing confidence among acquirers specifically within the SaaS 
sector. Importantly, the SEG report also highlighted that SaaS transactions 
constituted a significant 61% of all software M&A activity in 2024, underscoring 
the industry's ongoing and significant transition towards cloud-based solutions 1. 
This high proportion of SaaS deals within the broader software M&A landscape 
emphasizes the central role and strategic importance of acquiring SaaS 
capabilities in the current software industry.​
The sustained high and growing volume of deal activity in SaaS M&A between 
2022 and 2024 clearly demonstrates the enduring attractiveness of the sector for 
both strategic and financial buyers. Even with minor fluctuations from year to 
year, the overall trend indicates a strong appetite for acquiring SaaS companies, 
highlighting the perceived value and future potential of the SaaS business model. 
The increasing proportion of SaaS deals within the broader software M&A 
landscape further confirms this trend, indicating a fundamental shift in the 
software industry towards cloud-based solutions and the strategic importance of 
acquiring SaaS capabilities. The slight dip from the 2022 peak to 2024 could be 
attributed to various macroeconomic factors and market adjustments, but the 
significant growth compared to earlier years and the notable rebound from 2023 
strongly suggest a robust underlying demand for SaaS companies. The fact that 
SaaS deals now represent the majority of all software M&A underscores the 
central role of the SaaS model in the current software industry and its continued 
strategic importance for growth and market expansion. 

●​ B. Valuation Trends:​
The valuation of SaaS companies undergoing mergers and acquisitions 
experienced notable trends throughout the 2022-2024 period. The median 
Enterprise Value to Trailing Twelve Months (EV/TTM) revenue multiple for the SEG 
SaaS Index, which tracks the performance of a large number of publicly traded 
B2B SaaS companies, provides a key indicator of these trends. In the third quarter 
of 2024, this median multiple stood at 5.3x 10. However, a significant premium 
was observed for companies with high customer retention rates. Specifically, in 
2024, SaaS companies with a net retention rate exceeding 120% achieved a 
median EV/TTM revenue multiple of 11.7x, representing a substantial premium over 
the overall index median 1. Furthermore, the upper quartile of companies within 
the SEG SaaS Index traded at a median EV/TTM revenue multiple of 8.8x in 2024, 
indicating the higher valuations commanded by the top-performing public SaaS 



businesses 1.​
Looking at broader market trends, valuations in 2024 were reported to have 
returned to more "normal" historical levels, averaging between 4 and 5 times 
the total revenue of the acquired companies 9. Despite this normalization, 
premium multiples, ranging from 6 to 10 times revenue, were still achievable for 
SaaS companies that demonstrated top-tier performance metrics and strong ARR 
growth 9. This suggests that while overall valuation multiples might have 
moderated from previous highs, exceptional companies continued to attract 
significant premiums. It's also important to note that valuations in the SaaS sector, 
while having fallen from the peaks observed in 2020 and 2021, generally 
remained stronger compared to those in traditional software sectors throughout 
the 2022-2024 period 5. By the fourth quarter of 2023, the median revenue 
multiple for publicly traded SaaS companies in the SEG SaaS Index was reported 
to be 5.5x 11. More recently, by January 2025, there was an indication of a slight 
upward trend, with the EV/Revenue multiple for SaaS companies climbing to 7.3x 
12.​
To provide a more granular view of valuation trends across different segments of 
the SaaS market, the following table summarizes the median EV/TTM Revenue 
Multiples for the SEG SaaS Index and selected product categories from the third 
quarter of 2023 to the third quarter of 2024 10: 

 
 
 
 

Quarter SEG SaaS 
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Analytics 
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Managem
ent 
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Chain 
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Vertically 
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3Q23 6.2x 8.6x 11.0x 8.3x 5.5x 6.3x 

4Q23 6.0x 11.0x 9.0x 7.7x 5.0x 4.9x 

1Q24 6.3x 9.0x 10.4x 8.6x 5.2x 5.3x 



2Q24 5.7x 10.4x 9.0x 8.0x 4.6x 4.9x 

3Q24 5.3x 9.0x 7.1x 7.9x 3.8x 4.7x 

 

 
 
This data reveals that while the overall median EV/TTM revenue multiple for the SEG 
SaaS Index fluctuated within a relatively narrow range during this period, there were 
significant differences across various product categories. For instance, Analytics & 
Data Management and DevOps & IT Management consistently commanded higher 
median multiples compared to categories like Sales & Marketing and Vertically 
Focused SaaS.​
​
Overall, while SaaS company valuations have indeed moderated from the 
exceptionally high levels observed in 2020-2021, they have largely stabilized within a 
healthy range. The general market median appears to be in the 4x to 6x revenue 
range, with substantial premiums being paid for companies that demonstrate strong 
growth, high customer retention, and overall robust performance. The slight upward 
trend observed in the early part of 2025 could indicate a renewed increase in investor 
confidence, potentially leading to higher valuations in the near future. Furthermore, 
the notable variations in valuation multiples across different SaaS product categories 
highlight the fact that market demand and future growth prospects are perceived 
differently depending on the specific segment within the SaaS industry.​
 
●​ C. Buyer Landscape:​

An examination of the buyer landscape in SaaS M&A during 2022-2024 reveals 
the significant roles played by both strategic buyers and private equity firms. 
Notably, private equity investors emerged as the dominant force, driving 61% of all 
SaaS M&A transactions in 2024 through a combination of platform acquisitions 
and strategic add-on acquisitions by their portfolio companies 1. This highlights 
the substantial amount of capital and the strong consolidation strategies being 
employed by private equity firms within the SaaS market. Further analysis 
indicates that PE-backed strategic deals were the most active type of acquisition, 
accounting for 52.9% of all SaaS deals in the third quarter of 2024 10. This 
suggests that private equity firms are not only acquiring core platform companies 



but are also actively utilizing their existing portfolio companies to make further 
strategic acquisitions, expanding their reach and market share within the SaaS 
ecosystem. The strong involvement of private equity is expected to continue into 
2025, with a continued focus on "buy-and-build" strategies aimed at 
consolidating smaller SaaS firms to achieve scale and synergies 5.​
While private equity firms dominated the overall deal volume, strategic buyers 
still accounted for a significant 39% of the total SaaS M&A deals in 2024 1. 
These strategic buyers, which include both publicly traded and privately held 
companies, are typically looking to acquire SaaS businesses that can enhance 
their existing product offerings, provide access to new markets, or create other 
strategic advantages. However, publicly traded strategic buyers experienced a 
slight reduction in their acquisition activity compared to historical levels. 
This could be attributed to various macroeconomic factors and market 
uncertainties. Despite this recent dip, it is anticipated that the acquisition activity 
of publicly traded strategic buyers is likely to increase as inflation and interest 
rates continue to decline, making acquisitions more financially feasible and 
attractive for these larger companies seeking growth and market expansion 1.​
The buyer landscape in SaaS M&A between 2022 and 2024 was primarily 
characterized by the strong and growing involvement of private equity firms, who 
are actively consolidating the market through strategic acquisitions aimed at 
building value within their portfolios. While strategic buyers remained a significant 
part of the M&A activity, their participation, particularly among publicly traded 
companies, saw a slight decrease recently but is expected to rebound with 
improving economic conditions. This buyer dynamic suggests a market driven by 
both financial investors with a focus on consolidation and strategic players with a 
longer-term vision of market share expansion and technology integration. 

●​ D. Product Category Focus:​
The analysis of SaaS M&A activity between 2022 and 2024 reveals that certain 
product categories within the SaaS industry experienced more significant 
acquisition activity than others. In the fourth quarter of 2024, Analytics & Data 
Management accounted for 100 deals, tying with Content & Workflow 
Management as the most active product category 1. This high level of activity in 
these areas likely reflects the increasing importance of data-driven 
decision-making and the ongoing need for efficient digital workflows across 
various industries. Furthermore, the Security category demonstrated strong 
performance in 2024, with the upper quartile of companies in the SEG SaaS Index 
achieving an impressive average stock price increase of 26.6%, and the overall 



Security category experiencing a 17% year-over-year increase 1. This highlights 
the continued high demand and value placed on cybersecurity solutions in the 
face of an evolving and increasingly complex threat landscape. Notably, Vertically 
Focused SaaS also saw significant M&A activity, particularly in the third quarter of 
2024, with Healthcare leading at 14% of these deals, followed by strong activity in 
Real Estate (10%), Government (8%), and Energy (8%) 10. This suggests a 
growing recognition of the value and potential of specialized SaaS solutions 
tailored to the unique needs of specific industries.​
The concentration of M&A activity in specific SaaS sectors such as Analytics & 
Data Management, Content & Workflow Management, and Security reflects the 
current market priorities and the increasing reliance of businesses on these types 
of SaaS solutions to drive efficiency, gain insights, and protect their operations. 
The significant interest and activity in Vertically Focused SaaS indicate a maturing 
of the SaaS market, where buyers are increasingly recognizing the benefits of 
industry-specific expertise and solutions that can address the unique challenges 
and requirements of different sectors, often leading to stronger customer loyalty 
and higher retention rates. 

IV. Impact on Innovation 
●​ A. Potential Positive Impacts:​

SaaS consolidation through mergers and acquisitions holds the potential to foster 
innovation in several key ways. Firstly, larger, combined entities often possess 
significantly greater financial resources compared to smaller, independent 
companies. This increased financial capacity can translate directly into greater 
investments in Research and Development (R&D) initiatives, allowing for the 
pursuit of more ambitious and potentially groundbreaking technological 
advancements. Furthermore, when companies merge, the acquired entity often 
brings with it specialized technologies, valuable intellectual property, or a team of 
highly skilled individuals with unique expertise 8. This infusion of new knowledge, 
technologies, and talent into the acquiring company can significantly accelerate 
its innovation roadmap and pave the way for the development of more advanced 
and sophisticated products and services.​
Secondly, technology integration, a common goal in many SaaS acquisitions, can 
be a powerful driver of innovation. By combining complementary technologies 
from different SaaS companies, it becomes possible to create more 
comprehensive and integrated solutions that can address a wider spectrum of 
customer needs 3. This integration can lead to the development of entirely new 



features and functionalities that were not feasible for the individual companies to 
achieve prior to the merger. A particularly prominent example of this is the 
integration of advanced technologies like Artificial Intelligence (AI) and Machine 
Learning (ML), which has become a key motivating factor behind many SaaS 
acquisitions 3. The combination of different datasets, algorithms, and AI/ML 
expertise can lead to significant innovation in areas such as process automation, 
enhanced personalization of user experiences, and more accurate predictive 
analytics capabilities within the integrated SaaS platform.​
Thirdly, acquired companies often gain access to the acquirer's larger and more 
established customer base. This expanded reach can be a significant boon for 
the adoption and market penetration of the acquired company's innovative 
products and features [Implicit - larger companies typically have broader market 
reach through established sales and marketing channels]. By leveraging the 
acquirer's existing distribution channels, marketing resources, and established 
customer relationships, the acquired company can often achieve a much faster 
path to market for its new innovations than it could have achieved independently. 
This can accelerate the dissemination and adoption of new technologies and 
ultimately benefit a wider range of users.​
In essence, strategic consolidation within the SaaS sector can create powerful 
synergies that significantly accelerate the overall pace of innovation. This is 
achieved by combining financial strength, specialized technological and human 
capital, and established market access, all of which can empower the 
development and deployment of more advanced and impactful SaaS solutions 
than individual companies might be able to accomplish on their own. The 
integration of complementary technologies, particularly those involving 
cutting-edge fields like AI and ML, is a key mechanism through which M&A can 
generate a positive impact on the level of innovation within the SaaS industry. 

●​ B. Potential Negative Impacts:​
While SaaS consolidation can offer certain advantages for innovation, it also 
presents potential drawbacks that could stifle the development of truly 
groundbreaking advancements. One significant risk stems from the potential for 
reduced competition within a more consolidated market. If the market becomes 
dominated by a few large players, there might be a decrease in the intense 
competitive pressure that typically drives companies to constantly innovate and 
develop disruptive solutions 4. These dominant players might become more 
focused on maintaining their existing market share and maximizing profits from 
their established product lines, rather than taking the significant risks and 



investing heavily in the development of radical, new innovations that could 
potentially disrupt their current business models. This could lead to a market 
where the emphasis shifts towards incremental improvements and feature 
enhancements of existing products, rather than the pursuit of truly 
groundbreaking advancements.​
Another concern is the potential for the stifling of smaller, niche players in a 
consolidating market. As larger, more established companies acquire smaller, 
innovative startups, it can become increasingly difficult for other startups with 
novel but perhaps unproven technologies to gain traction and compete effectively 
5. These smaller companies might struggle to attract the necessary customers 
and funding in a market where a few large entities have significant brand 
recognition and broader product portfolios. Furthermore, when a larger company 
acquires a smaller one for its specific technology or talent, the acquirer might 
prioritize the integration of that technology into their existing platform over the 
continued independent development and support of niche innovations that don't 
perfectly align with their core strategy or target market [Implicit - the pursuit of 
synergy and platform consolidation can sometimes lead to the neglect or 
abandonment of unique, niche features or products that might have significant 
potential on their own].​
The increasing prevalence of SaaS sprawl, where organizations utilize a large and 
often uncoordinated number of different SaaS applications, can also indirectly 
hinder innovation in the context of consolidation 13. As companies merge and try 
to integrate their technology stacks, the focus might shift towards rationalizing 
and consolidating the existing tools rather than investing in entirely new, 
innovative AI-driven solutions. The complexities of managing and integrating a 
large number of disparate SaaS tools, a situation that could be exacerbated by 
rapid consolidation, might divert valuable resources and attention away from 
more fundamental research and development efforts aimed at creating truly novel 
technologies.​
Finally, there is a potential risk that over-reliance on external SaaS providers, a 
trend that might be amplified by increased consolidation, could hinder the 
development of internal skills and long-term innovation within organizations 14. If 
companies become too dependent on off-the-shelf SaaS solutions for all their 
software needs, they might not invest in building their own internal expertise and 
capabilities in software development and innovation. This could lead to a situation 
where innovation becomes primarily driven by the large SaaS providers, 
potentially limiting the ability of individual businesses to develop unique, 



proprietary solutions that could give them a competitive advantage.​
In summary, while SaaS consolidation can bring certain efficiencies and 
opportunities for innovation, it also carries significant risks that could negatively 
impact the overall level of groundbreaking advancements in the industry. The 
potential for reduced competition among dominant players, the challenges faced 
by smaller, niche innovators, the focus on integration over entirely new 
development, and the risk of stifled internal skill development are all important 
considerations when evaluating the long-term impact of SaaS consolidation on 
innovation. 

●​ C. Analysis of R&D and Product Development:​
The ongoing trend of SaaS consolidation is having a discernible influence on 
investment in research and development (R&D) and the overall pace of product 
development within the industry. As organizations strive to maximize the return on 
their technology investments, SaaS providers are facing increasing pressure to 
deliver more comprehensive and tightly integrated solutions that can 
demonstrate clear and tangible business outcomes 4. This demand from 
customers is likely leading SaaS companies, both those involved in M&A and 
those seeking to remain competitive, to prioritize their R&D efforts towards 
achieving seamless integration with other platforms and proving the direct 
business value of their offerings, potentially influencing the types of new products 
and features that are developed.​
Furthermore, the market is showing a clear demand for products that not only 
offer advanced functionality but also integrate effortlessly with the existing 
technology infrastructure of businesses 4. This requirement for seamless 
integration is likely shaping the focus of R&D efforts, with more emphasis being 
placed on ensuring interoperability and compatibility across different systems. 
Interestingly, despite a recent slowdown in the overall growth rate of the software 
market, spending on R&D within the SaaS sector has remained relatively 
resilient, experiencing only a modest decline of 3 percentage points as a 
percentage of revenue 15. This suggests that while the strategic focus of R&D 
might be evolving, investment in this critical area remains a priority for many SaaS 
companies.​
The SaaS industry has also seen a recent shift in focus towards sustainability 
and operational efficiency rather than purely rapid growth, particularly in 
light of the current economic climate 16. This shift is leading businesses to adopt 
longer evaluation cycles when considering new SaaS tools and to make greater 
efforts to consolidate their existing technology stacks. This emphasis on 



sustainability and consolidation among customers is likely influencing the product 
development strategies of SaaS companies, potentially leading to a focus on 
enhancing the efficiency and cost-effectiveness of their existing platforms rather 
than solely pursuing rapid expansion through new feature development.​
In this evolving landscape, the R&D payback ratio is becoming an increasingly 
important metric for SaaS businesses to evaluate the effectiveness of their 
product roadmaps and to ensure that their investments in research and 
development are indeed translating into tangible revenue growth 17. This metric 
helps SaaS companies gauge the return on their product development spend and 
make informed decisions about where to allocate their R&D resources most 
effectively. In a consolidating market, where demonstrating clear value and return 
on investment is crucial, the R&D payback ratio is likely to play an even more 
significant role in guiding product development strategies and investment 
decisions.​
Overall, the consolidation trend in the SaaS market appears to be significantly 
influencing the direction and priorities of R&D and product development. There is 
a growing emphasis on delivering integrated solutions that provide demonstrable 
business value and a clear return on investment. While overall R&D spending 
remains relatively stable, the specific areas of investment are likely shifting 
towards integration capabilities, platform enhancements that drive efficiency and 
cost savings, and features that directly address the evolving needs of customers 
in a consolidating market. Metrics like the R&D payback ratio are becoming 
increasingly important tools for SaaS companies to ensure that their innovation 
efforts are aligned with business goals and market demands. 

V. Impact on Competition 
●​ A. Market Concentration:​

The increasing trend of consolidation in the SaaS industry is undeniably leading to 
a more concentrated market landscape, characterized by a reduction in the 
number of independent players and the emergence of larger, more dominant 
entities. A significant driver of this increasing market concentration is the active 
role of private equity firms, which are strategically consolidating smaller SaaS 
companies under the umbrella of single investment portfolios through 
well-established "buy-and-build" strategies 5. This approach inherently reduces 
the overall number of independent SaaS companies operating in the market as 
these smaller entities are acquired and integrated into larger platforms. 
Furthermore, the market is witnessing the potential for the emergence of more 



comprehensive "super-app" style SaaS solutions 4. This trend, often facilitated by 
consolidation through acquisitions, involves the creation of single platforms that 
offer a wide array of functionalities, potentially leading to a market dominated by 
a few large providers offering a broad suite of services. The demand from 
businesses to consolidate their own technology stacks by opting for integrated 
platforms to achieve cost savings and reduce complexity is also fueling this trend 
19. This preference for integrated solutions naturally favors larger providers who 
can offer a wider range of services, often achieved through strategic acquisitions, 
further contributing to market concentration.​
The combined effect of private equity-driven roll-ups, the rise of "super-apps," 
and customer demand for integrated solutions strongly indicates that the SaaS 
market is becoming increasingly concentrated. This shift towards a landscape 
with fewer, but larger, SaaS providers has significant implications for the level and 
nature of competition within the industry, potentially affecting pricing, innovation, 
and the opportunities available to new entrants and smaller startups. 

●​ B. Pricing Dynamics:​
The impact of SaaS consolidation on pricing dynamics is a complex issue with 
potentially multifaceted effects. On one hand, businesses are increasingly 
focused on consolidating their technology spending to achieve cost reductions 
16. This suggests that price sensitivity is a significant factor in the purchasing 
decisions of SaaS customers, and they are actively seeking opportunities to 
streamline their software expenses. In this context, the ability for a SaaS provider 
to offer a single, comprehensive platform that can replace multiple point solutions 
represents a compelling value proposition for cost reduction 4. This could initially 
lead to increased price competition among SaaS providers as they vie to become 
the preferred platform for businesses looking to consolidate their software 
spending and achieve economies of scale. Additionally, the SaaS market is seeing 
a growing trend towards usage-based pricing models 3. This pricing approach, 
where customers pay only for the resources they consume, can offer greater 
flexibility and potentially lower costs for users with fluctuating needs, which could 
also contribute to a more competitive pricing environment.​
However, in the longer term, the increasing market concentration resulting from 
consolidation could potentially lead to a different outcome. As fewer dominant 
players control a larger share of the market, the level of price competition might 
decrease. These large, consolidated providers could potentially gain greater 
pricing power, potentially leading to price increases over time, especially if 
customers become heavily reliant on their platforms and face high switching 



costs. Therefore, while the initial phases of consolidation and the focus on cost 
reduction might exert downward pressure on prices, the long-term effects on 
pricing will likely depend on the ultimate level of market concentration and the 
competitive strategies adopted by the dominant players. 

●​ C. Implications for New Entrants and Smaller Startups:​
The consolidating SaaS market presents a complex set of challenges and 
opportunities for new companies entering the space and for smaller startups 
already operating within it. On the one hand, founders are increasingly opting for 
earlier exits, often before achieving significant scale, primarily due to the 
challenges associated with customer acquisition, the difficulties of operational 
scaling, and the intense competition for limited capital in a crowded marketplace 
5. This suggests that building a large, independent SaaS company from scratch 
and achieving significant market dominance might be becoming increasingly 
difficult in the face of larger, well-established, and often consolidating players.​
However, on the other hand, smaller SaaS firms that possess truly innovative 
products or have managed to build strong and talented teams are often 
highly attractive targets for acquisition by larger companies looking to expand 
their offerings, acquire new technologies, or bring in specialized expertise 5. This 
creates a significant opportunity for startups to achieve a successful exit by 
focusing on developing unique and valuable solutions. Furthermore, in a 
consolidating market, smaller SaaS providers might find it advantageous to 
specialize in very specific niche areas or to form strategic partnerships with 
other companies to enhance their competitive position against the larger, more 
generalized platforms 4. By focusing on a particular vertical or developing deep 
expertise in a specific technology, smaller players can differentiate themselves 
and potentially capture a dedicated segment of the market. Strategic alliances 
can also help them expand their reach and offer more comprehensive solutions 
without having to build everything themselves.​
Therefore, the consolidating SaaS market presents both hurdles and pathways for 
new entrants and smaller startups. While the path to becoming a dominant 
independent player might be more challenging, the demand for innovation and 
specialized solutions remains strong, making early acquisition a viable and often 
attractive path for many startups. Specializing in niche markets and forging 
strategic partnerships can also provide smaller players with the agility and focus 
needed to thrive in this evolving environment. 

VI. Future Outlook and Predictions (2025 and Beyond) 



Based on the analysis of past trends and current market conditions, SaaS 
consolidation is anticipated to remain a significant feature of the industry landscape 
in 2025 and beyond. The strong momentum observed in M&A activity throughout 
2022-2024 is expected to continue into 2025, driven by factors such as improving 
overall economic conditions and the persistent strategic imperatives of both financial 
and strategic buyers 5. Private equity firms are likely to maintain their prominent 
role in driving this consolidation through their established "buy-and-build" strategies 
and ongoing investment activities within the SaaS sector 5. Furthermore, as inflation 
and interest rates potentially continue to decline, it is predicted that there will be an 
increase in M&A acquisitions by public strategic buyers, as these larger SaaS 
companies find acquisitions more financially appealing for achieving growth and 
expanding their market presence 2. 

Emerging technologies, particularly Artificial Intelligence (AI) and Machine 
Learning (ML), are expected to exert a significant influence on the future of 
SaaS consolidation. SaaS companies that have successfully integrated AI and ML 
into their platforms will continue to be highly sought after as businesses across 
various sectors increasingly demand AI-powered solutions to enhance their 
operations, improve decision-making, and gain a competitive edge 3. The rise of 
AI-native SaaS applications, which are designed with AI as a fundamental 
component from the outset, and the growing trend of AI-powered personalization 
within existing SaaS products will further shape the M&A landscape. Companies 
looking to rapidly enhance their AI capabilities or acquire innovative AI-driven 
solutions will likely turn to acquisitions as a key strategy 6. Additionally, AI's crucial 
role in bolstering cybersecurity and ensuring regulatory compliance will make 
SaaS companies specializing in these areas particularly attractive acquisition targets, 
given the ever-increasing importance of data protection and adherence to complex 
regulations 5. 

The trend towards vertical SaaS solutions, which cater to the specific needs of 
individual industries, is also expected to continue in importance, with potential for 
further consolidation as larger players seek to deepen their industry-specific offerings 
and gain stronger footholds in niche markets 3. Finally, the increasing adoption of 
usage-based pricing models in the SaaS market is likely to impact valuation 
methodologies and M&A strategies, as buyers will increasingly focus on revenue 
metrics that are directly linked to actual product consumption and customer value 3. 

In conclusion, the future of SaaS consolidation appears to be robust and will likely be 



driven by a combination of financial factors, strategic imperatives of larger companies, 
and the transformative impact of emerging technologies, most notably AI. The 
continued dominance of private equity, the anticipated increase in strategic buyer 
activity, the focus on AI capabilities, the importance of vertical SaaS solutions, and the 
evolution of pricing models will all play significant roles in shaping the M&A trends 
within the SaaS industry in the years to come. 

VII. Conclusion: Navigating the Evolving SaaS Landscape 

The analysis of SaaS M&A trends between 2022 and 2024 reveals a period of 
sustained high deal volume, a normalization of valuation multiples from previous 
peaks, and the prominent role of private equity firms as key acquirers, complemented 
by active participation from strategic buyers. This consolidation trend has a complex 
and multifaceted impact on innovation, offering potential benefits through the 
aggregation of resources and the integration of complementary technologies, while 
also posing risks of reduced competition and the potential marginalization of niche 
innovations. The effects on competition are evident in the increasing concentration of 
the SaaS market, driven by both financial and strategic consolidation efforts, and in 
the evolving dynamics of pricing, which are influenced by customer demand for 
cost-effective solutions and the growing adoption of usage-based pricing models. 

Looking towards the future, the SaaS landscape is expected to remain dynamic, with 
consolidation likely to continue as a significant trend. The increasing integration of 
advanced technologies like AI, the growing demand for industry-specific vertical SaaS 
solutions, and the evolving pricing models will all play crucial roles in shaping the 
future of M&A activity. For startups, focusing on developing unique and innovative 
solutions, particularly in high-growth areas like AI and specialized vertical markets, will 
be key to becoming attractive acquisition targets. Larger SaaS companies should 
strategically identify acquisition opportunities that align with their growth objectives, 
enhance their technological capabilities, and expand their market presence. Investors 
need to recognize the ongoing opportunities within the SaaS sector, both in funding 
promising startups and in supporting the consolidation efforts of private equity firms, 
with a keen understanding of the specific dynamics within different SaaS verticals and 
the transformative power of emerging technologies. Ultimately, navigating this 
evolving SaaS landscape will require a deep understanding of these trends and a 
proactive approach to adapting strategies in response to the ongoing consolidation 
and technological advancements within the industry. 
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