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The perception of vertical software has changed substantially over the past decade. While there 

are many reasons to like vertical software, many have viewed it as the poor cousin of enterprise 

software, which has a one-size-fits-all approach and promises a larger addressable market and 

greater potential to scale. However, its challenges include fragmented technology stacks, shifting 

regulatory requirements and complex workflows. Today, segment-specific   f         ’  j    

competing with enterprise          ,   ’  frequently outperforming them. The result is superior 

efficiency metrics, lower customer churn, and streamlined go-to-market motions.1  

More than 40% of software companies are increasing their specialization in existing industries 

and almost a third are expanding to additional industries.2  Even the largest enterprise software 

companies have specialized their sales organizations and product features for verticals in which 

they have significant scale. Cloud giants Amazon Web Services (AWS), Microsoft Azure, 

and Google Cloud Platform (GCP) prominently feature vertical industry solutions with dedicated 

sales teams, as do other large platforms like Salesforce, ServiceNow, Snowflake and Workday.3 

We believe the future of software is vertical, which is resulting in a reshaping of the software 

industry, creating significant opportunities for both established players and innovative startups 

alike. 

The Ascension of Vertical SaaS 

Vertical SaaS is outpacing traditional enterprise software growth by a significant margin. While 

enterprise software grew at 11.1% in 2023 with a projected CAGR of 9.6% through 2032, vertical 

SaaS is accelerating faster, with forecast growth rates reaching 12.3% to 15.2% through 2034.4,5,6,7 

We believe this divergence signals a fundamental shift in the software industry, driven by several 

powerful market forces that are likely to amplify in the coming years: 

1. Rising customer expectations mean that organizations are increasingly looking for tools 

that are preconfigured for industry-specific use cases, reducing implementation times 

and costs. Companies want tailored solutions that seamlessly integrate with both existing 

workflows and regulatory requirements. The limitations of horizontal solutions are 

apparent – companies with fewer than 50 employees now juggle an average of 16 

different SaaS applications, creating unnecessary complexity and reduced productivity.8 

This fragmentation has created a compelling opportunity for vertical solutions to 

streamline operations. 

2. The acceleration of digital initiatives has expanded the addressable market for vertical 

solutions – 91% of businesses are engaged in some form of digital initiative and 87% of 

 

1 Scale, These Misconceptions about vertical software need to fade away, 2023 
2 BCG, Your Software Customers Need a Tailored Industry Approach, 2023 
3 TechCrunch, Vertical AI: The next logical iteration of vertical SaaS, 2023 
4 Gartner, Market Share Analysis: Enterprise Software 2023, 2024 
5 Expert Market Research, Global Software Market Report and Forecast 2024-2023, 2023 
6 Cognitive Market Research, Vertical Market Software Market Report, 2024 
7 The Business Research Company, Global Vertical Market Software Market Research, 2024 
8 BetterCloud, State of SaaSOps, 2020 

https://www.bcg.com/publications/2023/how-verticalization-is-accelerating-and-what-that-means-for-software-companies#:~:text=Rising%20customer%20expectations%20mean%20software%20companies%20are%20increasingly,use%20cases.%20And%20these%20efforts%20are%20paying%20off.
https://www.gartner.com/en/documents/5656823
https://www.expertmarketresearch.com/reports/software-market
https://www.cognitivemarketresearch.com/vertical-market-software-market-report
https://www.cognitivemarketresearch.com/vertical-market-software-market-report
https://pages.bettercloud.com/rs/719-KZY-706/images/2020_StateofSaaSOpsReport.pdf?mkt_tok=NzE5LUtaWS03MDYAAAF8LQdmoC7u54xbqxNwp0au4Zk7SiYaaqq2vupXFxCvaP5vY8gSQtlGFsUsRI8oj5Fl2m5PwIZUUAlzVZL_-hUEQ2RdNqgEzDAmZA5bZtowS_v-zMs
https://www.gartner.com/en/information-technology/topics/digital-transformation
https://www.gartner.com/en/information-technology/topics/digital-transformation
https://www.scalevp.com/insights/these-misconceptions-about-vertical-software-need-to-fade-away/#:~:text=Segment-specific%20startups%20frequently%20outperform%20their%20horizontal%20counterparts%20and%20do%20so
https://www.bcg.com/publications/2023/how-verticalization-is-accelerating-and-what-that-means-for-software-companies#:~:text=Rising%20customer%20expectations%20mean%20software%20companies%20are%20increasingly,use%20cases.%20And%20these%20efforts%20are%20paying%20off.
https://techcrunch.com/2023/06/27/vertical-ai-the-next-logical-iteration-of-vertical-saas/#:~:text=The%20concept%20is%20not%20new:%20Even%20the%20largest%20horizontal%20tech
https://www.gartner.com/en/documents/5656823
https://www.expertmarketresearch.com/reports/software-market
https://www.cognitivemarketresearch.com/vertical-market-software-market-report
https://www.thebusinessresearchcompany.com/market-insights/vertical-market-software-market-2024
https://pages.bettercloud.com/rs/719-KZY-706/images/2020_StateofSaaSOpsReport.pdf?mkt_tok=NzE5LUtaWS03MDYAAAF8LQdmoC7u54xbqxNwp0au4Zk7SiYaaqq2vupXFxCvaP5vY8gSQtlGFsUsRI8oj5Fl2m5PwIZUUAlzVZL_-hUEQ2RdNqgEzDAmZA5bZtowS_v-zMs
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senior business leaders say digitization is a priority.9 By simplifying workflows and 

increasing efficiency, vertical SaaS improves both the user and end customer experience. 

This has transformed vertical SaaS products from nice-to-have tools into essential 

business infrastructure, creating powerful product stickiness and sustainable competitive 

advantages. 

3. While the traditional view is that vertical software TAM is smaller than horizontal, we 

believe that these companies can trade market size for market share. Vertical SaaS 

companies often achieve higher market penetration than horizontal SaaS owing to their 

specialized focus and targeted go-to-market strategies. For example, Shopify today 

powers close to 29% of all ecommerce websites.  Some companies within vertical 

markets have even been able to achieve as much as 50%+ market penetration10 such as 

fitness management software platform Mindbody, which has captured a 61.5% market 

share.11  

4. Vertical SaaS players have unlocked multiple powerful revenue levers that drive growth. 

By embedding themselves within core industry workflows, these companies can identify 

and capitalize on product expansion opportunities that may not be apparent to horizontal 

players. This deep industry expertise allows them to anticipate customer needs and 

develop complementary solutions that solve specific vertical challenges. This specialized 

approach translates directly to the bottom line – verticalization correlates with a 10-20% 

increase in year-over-year revenue growth for B2B businesses.12  

5. The natural progression into integrated fintech solutions unlocks significant new revenue 

potential, with platforms typically seeing 2-5x increases in revenue, retention, and other 

metrics after embedding payments.13 These expansions make platforms increasingly 

essential to daily operations. This "land and expand" strategy is especially effective in 

vertical markets, where deep industry knowledge enables natural upsell and cross-sell 

opportunities.  

6. The focused nature of vertical SaaS translates directly to operational efficiency. Research 

reveals a striking difference in sales and marketing efficiency: vertical SaaS players 

maintain an average S&M-to-revenue ratio of 17%, compared to 34% for horizontal 

vendors.14 This advantage stems from more targeted R&D spending, specialized sales 

teams, and focused customer support operations that better serve their specific market 

segments. 

7. While these traditional growth drivers are compelling on their own, artificial intelligence 

(AI) is completely transforming vertical SaaS. Just as the rise of cloud computing 

revolutionized software delivery a decade ago, so we believe AI – particularly the recent 

LLM revolution – is fundamentally reshaping the vertical software landscape in three 

critical ways: 

 

9 Gartner, Digital Transformation: How to Scope and Execute Strategy, 2023 
10 Bessemer Venture Partners, Ten lessons from a decade of vertical software investing, 2022 
11 Datanyze, Mindbody, 2024 
12 BCG, Your Software Customers Need a Tailored Industry Approach, 2023 
13 Matt Brown Substack, The secrets to pricing payments in vertical software, 2024 
14 Main Capital Partners, Vertical versus Horizontal Software, 2024 

https://www.shopify.com/
https://www.redpoint.com/start/written/the-defining-decade-of-vertical-saas-why-software-purpose-built-for-industry-will-define-the-next-wave-of-saas-innovation-part-i/
https://www.bvp.com/atlas/ten-lessons-from-a-decade-of-vertical-software-investing
https://www.mindbodyonline.com/en-gb/business/lp/mindbody?landing=y&utm_source=bing&utm_medium=ppc&utm_campaign=357366757&ad_group=1297423902636050&utm_term=kwd-81089088543067:loc-188&utm_device=c&referralSource=paid+search&matchtype=e&cid=&networkType=search&adgroupid=1297423902636050&creative=&network=o&adGroup=1297423902636050&_bk=mindbody&_bm=e&_bt=81089061533098&msclkid=1ab98c04327710ef9632eb333ad4c9ab&utm_content=Mindbody%20-%20Core
https://www.datanyze.com/market-share/fitness-and-gym-management--127/mindbody-market-share#:~:text=%231%20Software%20in%20Fitness%20and%20Gym%20Management%20Mindbody,with%20more%20than%2016525%20companies%20using%20this%20software
https://www.bcg.com/publications/2023/how-verticalization-is-accelerating-and-what-that-means-for-software-companies
https://notes.mtb.xyz/p/secrets-pricing-payments?utm_source=post-email-title&publication_id=51204&post_id=151283056&utm_campaign=email-post-title&isFreemail=true&r=63nqt&triedRedirect=true&utm_medium=email
https://main.nl/whitepaper/vertical-versus-horizontal-software/
https://main.nl/whitepaper/vertical-versus-horizontal-software/
https://www.gartner.com/en/information-technology/topics/digital-transformation
https://www.bvp.com/atlas/ten-lessons-from-a-decade-of-vertical-software-investing
https://www.datanyze.com/market-share/fitness-and-gym-management--127/mindbody-market-share#:~:text=%231%20Software%20in%20Fitness%20and%20Gym%20Management%20Mindbody,with%20more%20than%2016525%20companies%20using%20this%20software
https://www.bcg.com/publications/2023/how-verticalization-is-accelerating-and-what-that-means-for-software-companies
https://notes.mtb.xyz/p/secrets-pricing-payments?utm_source=post-email-title&publication_id=51204&post_id=151283056&utm_campaign=email-post-title&isFreemail=true&r=63nqt&triedRedirect=true&utm_medium=email
https://main.nl/whitepaper/vertical-versus-horizontal-software/
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• Decreased software costs - AI has lowered software development costs, enabling 

solutions for previously underserved niches. An example is Spark, GitHubs’ AI-

powered tool that automates the creation of web applications, allowing users to 

build custom apps using natural language prompts.  

• Higher quality data insights - Vertical SaaS providers leverage specialized, 

proprietary data that better reflects industry patterns, resulting in more accurate 

and valuable AI models for specific use cases compared to horizontal solutions 

trained on broad datasets.  

• Workflow efficiencies - By leveraging AI, vertical SaaS startups can automate 

complex workflows by reducing manual effort, improving efficiency, and enabling 

businesses to focus on higher-value tasks.  

SaaS startups that effectively leverage AI tools as a system of intelligence to record and interpret 

data and then take actions based on that data will be the winners in this space. Customers want 

more than just a system of record. Capturing meaningful insights from the data and being able to 

act on them is how vertical software unlocks significant customer value, enabled by AI. 

These growth drivers are secular and enduring, representing a fundamental shift in how software 

will be developed, sold, and deployed in the coming decades. We see great potential in players 

tapping into this space and believe these solutions will continue to outperform broader enterprise 

software offerings. 

Typical Growth Paths 

Our research on the growth of vertical SaaS players highlights a series of common steps that the 

most successful players have followed. 

1) Find markets ripe for innovation – pursuing an industry that previously lacked access 

to software is the most common approach. These opportunities exist in traditional 

industries where digital transformation is just beginning to take hold.  

2) Target an industry pain point – new solutions can arise by identifying underserved 

problems as horizontal players are often unable to offer comprehensive solutions. Tobi 

Lutke started Shopify as a solution to the challenges of building an online website. 

Similarly, Square was launched to address the issues of small merchants in accepting 

credit card payments.  

3) Develop a multi-product platform – vertical SaaS platforms grow by leveraging industry 

expertise to expand into complementary products. By solving multiple sector pain points, 

they create natural upsell opportunities that deepen customer relationships and increase 

revenue per user, while becoming vital to daily operations. 

4) Open up new revenue streams – starting with core software solutions, vertical SaaS 

players can expand into integrated payments and lending. This expansion is particularly 

powerful in verticals with significant payment volumes or underserved financial needs. 

5) Incorporate AI to add value – AI takes vertical software solutions to the next level by 

increasing efficiency. When implemented properly, AI is the enabler that unlocks the 

data collected by vertical SaaS players. 

https://githubnext.com/projects/github-spark
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Toast, the Vertical SaaS Powerhouse, Proved It Could Be Done 

Toast, the $12Bn operating system for restaurants, illustrates these principles in action. This is 

a crown jewel of the vertical SaaS industry, having successfully completed its IPO in 2021, and 

serving more than 113,000 restaurants in the US today. Toast has become the definitive case 

study for vertical SaaS success, demonstrating how theoretical advantages can translate into 

market dominance. 

• Targeting a Lagging Industry 

 

Toast successfully targeted the restaurant industry which was notably behind in technology 

adoption. The industry was heavily reliant on legacy point-of-sale systems and manual 

processes when Toast entered the market in 2011.  

 

Vertical SaaS players need to be able to identify when a market is ready for innovation. As 

more industries become modernized, companies are looking for tech-native solutions to 

solve industry pain points. 

 

• Identifying a Well-defined Underserved Market Need 

 

Toast's all-in-one platform offered a comprehensive solution, addressing multiple 

pain points: 

 

1) Modernization:  Toast provided a modern, cloud-based POS system, replacing outdated 

and inefficient legacy systems. 

2) Data-Driven Insights: Toast offered valuable data insights to help restaurants optimize 

operations and make informed decisions. 

3) Integration: The platform integrated seamlessly with other restaurant operations, such as 

inventory management, payroll, and online ordering. 

 

 

• Becoming a Multiproduct Platform  

 

Toast's journey from a consumer app to a comprehensive restaurant operating system 

illustrates the power of the multiproduct platform strategy. Toast’  historical net revenue 

retention rates of 121% (2020-2023) prove that shifting from a point solution to a back-of-

house management system was essential in ensuring a sticky customer base.15 The learning 

is clear: a solution that truly embeds itself within the day-to-day operations of a restaurant 

becomes indispensable. 

 

15 Seeking Alpha, Toast: Shaping Up Into A Real Winner, 2024 

https://pos.toasttab.com/
https://seekingalpha.com/article/4729350-toast-stock-shaping-up-into-a-real-winner
https://seekingalpha.com/article/4729350-toast-stock-shaping-up-into-a-real-winner
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The exhibit below highlights the rapid product expansion of Toast and shows some of the 

platform capabilities including payment processing, point of sale, kitchen display systems, 

built-in integrations, reporting, and handhelds. 

  

  

 

                        mp      m         p            '         ,   ’                       

both unmet customer needs and critical points of interaction within their business operations. 

 

• Expanding TAM and Opening Up New Revenue Streams by Embedding Fintech 

Toast exemplifies how vertical SaaS players can leverage fintech integration to expand their 

TAM and revenue opportunities. Toast has a 13% share of the arguably small 875K US 

restaurant market but has created greater opportunities because of their fintech integration.16 

Toast's fintech strategy offers a masterclass in how vertical SaaS companies can dramatically 

expand their revenue potential beyond traditional subscription models. What began as a 

natural extension of their platform – payment processing – has evolved into their primary 

revenue engine, with fintech solutions now accounting for 82% of total revenue compared to 

18% from traditional SaaS subscriptions.17 We believe Toast's fintech success demonstrates a 

 

16 Ibid 
17 Fractal Software, Lessons from Toast on Multiproduct Vertical SaaS, 2022 
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https://s28.q4cdn.com/141746709/files/doc_presentations/TOST-Investor-Day-2024-Final-for-Web.pdf
https://medium.com/@verticalsaas/lessons-from-toast-on-multiproduct-vertical-saas-418baeaf4451#:~:text=In%20the%206%20months%20leading,than%20its%20SaaS%20subscription%20revenue.
https://medium.com/@verticalsaas/lessons-from-toast-on-multiproduct-vertical-saas-418baeaf4451#:~:text=In%20the%206%20months%20leading,than%20its%20SaaS%20subscription%20revenue.
https://medium.com/@verticalsaas/lessons-from-toast-on-multiproduct-vertical-saas-418baeaf4451#:~:text=In%20the%206%20months%20leading,than%20its%20SaaS%20subscription%20revenue.
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crucial truth about vertical SaaS: becoming the operating system for a specific industry opens 

doors to revenue opportunities far beyond traditional software subscriptions.  

• Incorporating AI to Boost Customer Value 

Toast's implementation of AI provides a concrete example of how AI is transforming vertical 

software. In an industry where less than one-third of operators currently use AI, Toast has 

positioned itself at the forefront of innovation.18 Its timing is impeccable – 71.6% of restaurant 

operators plan to adopt AI soon, with nearly 94% acknowledging its necessity to remain 

competitive in the evolving landscape of food service.19  

Toast's AI initiatives demonstrate exactly how vertical players can evolve from systems of 

record to systems of intelligence: 

• AI-powered writing assistant for restaurant email marketing, enabling smaller 

establishments to compete with larger chains. 

• Sous Chef tool: an AI chat assistant providing actionable operational insights. 

• Data-driven insights that transform raw data into competitive advantages. 

AI will ultimately help vertical SaaS players like Toast to become a necessity, as the 

advantages gained from these tools will be key to remaining competitive.   

 

Identifying the Next Vertical SaaS Opportunities 

Having illustrated the potential of vertical SaaS,    ’                                p  m   f       

next wave of disruption. Building on our discussion of market capture strategies, we've developed 

a framework to evaluate vertical opportunities based on three critical factors: industry 

fragmentation, current technology adoption rates and market size (TAM). 

Not all verticals are created equal. Our research established that vertical SaaS companies have 

proven to be successful in fragmented industries. However, targeting an industry that is highly 

fragmented makes the go-to-market extremely difficult. The general rule still applies that greater 

revenue opportunities exist in large end markets. Lastly, when looking at tech adoption rates, 

industries that are late or moderate adopters are likely riper for disruption. Moderate adopters 

would be a sweet spot for vertical SaaS given that they have the infrastructure to be able to plug-

and-play new software but are still behind the curve in terms of rapid industry modernization. 

The chart below uses our framework to help us identify multiple areas that we believe are most 

ready for vertical SaaS solutions. The three markets that score highest on our criteria are 

 

18 Slang.ai, Slang.ai Announces New Survey Data About I Adoption and Interest in Restaurant Industry, 2024 
19 Ibid 

https://www.slang.ai/post/slang-ai-announces-ai-survey-data-restaurant-industry
https://www.slang.ai/post/slang-ai-announces-ai-survey-data-restaurant-industry
https://www.slang.ai/post/slang-ai-announces-ai-survey-data-restaurant-industry
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construction, manufacturing, and healthcare, which we predict will experience a meaningful 

increase in vertical software adoption. 

 

 

This analysis helped us to create a market map showing the sectors with potential for increased 

software adoption. We believe that these industries will benefit from the next wave of AI-enabled 

vertical SaaS startups. However, this map is by no means exhaustive. Below we give some insights 

into each sector and highlight some of the startups that stood out to us. 
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Market Map 

 

1) Construction presents the most compelling immediate opportunity. This market is reaching 

an inflection point with 70% of construction companies facing challenges in implementing 

new technologies, and 97% planning increased digital investment within three years.20, 21 

Success stories such as Procore, the listed ~$8Bn construction management SaaS, validate 

     m     ’  p          

Interesting players: Raken is capitalizing on rapid digitization and rising customer 

expectations by transforming field operations and project management. Its mobile-first 

approach allows field workers to easily capture and share information directly from the job 

site. Alice Technologies offers an optimization platform for built construction. The ROI for the 

platform includes a 17% reduction in project duration and a 14% saving in labor costs. Doxel 

uses AI to automate progress reports for construction, allowing project managers to 

accelerate schedules by 11% on average. Versatile is bringing data-driven precision to 

construction through its use of machine learning and AI.  

2) Manufacturing was largely bypassed by recent software innovation waves, and represents 

another significant opportunity. Our work on Industrial IoT and Industrial Intelligence found 

 

20 IT Brief United Kingdom, Construction industry’s struggle with technology adoption, 2023 
21 Ibid 

           

           

             

            

           
          

         

       

 
 
 

 
  
 

                                             

 
 
  
 
  
 
  
 
  
  
 
 
 
  
  
 
 

https://itbrief.co.uk/story/construction-industry-s-struggle-with-technology-adoption-survey-reveals
https://itbrief.co.uk/story/construction-industry-s-struggle-with-technology-adoption-survey-reveals
https://www.procore.com/en-gb?msockid=05c83258f5d064d50fae200ef4a26574
https://www.rakenapp.com/
https://www.alicetechnologies.com/home
https://www.alicetechnologies.com/home
https://doxel.ai/
https://www.versatile.ai/
https://activantcapital.com/research/IIoT-at-a-Tipping-Point
https://activantcapital.com/research/industrial-intelligence
https://itbrief.co.uk/story/construction-industry-s-struggle-with-technology-adoption-survey-reveals
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that there is a need for startups that can unlock insights hidden in operational data. Software 

players that have a clear use case for manufacturers and can effectively generate ROI will 

ultimately be the winners in the space. 

Interesting players: Tulip Interfaces provides a platform that allows manufacturers to digitize 

their operations, improving efficiency and productivity. MakinaRocks provides machine 

                             p  p   f  m                                              ’  

transition to AI. We are also impressed by Instrumental, which assists engineering and 

operations teams in finding and fixing product issues with data and AI.  

3) Healthcare rounds out our top three, with more than 70% of US adults reporting that the 

healthcare system is failing to meet their needs in at least one way.22 Globally, the healthcare 

sector has seen some software adoption, but not enough to drive real efficiency. Often the 

problem does not lie in the technology itself, but rather the barriers to digital transformation, 

which McKinsey identified as culture and mindset, organizational structure and governance.23  

Interesting Players:   ’                 Curai Health, a virtual care company that uses AI to 

provide chat-based primary care at a lower cost. Qventus focuses on optimizing decisions in 

hospitals in real time by using AI to leverage historical and real time EHR to predict operational 

bottlenecks, recommend remedies and automate processes. 

4) Agriculture is changing rapidly and embracing data and digital, particularly in markets with 

large commercial farms like the US, as highlighted in our work on Food and Agriculture 

Traceability. With 85% of farmers now implementing at least one precision agriculture 

technique, the sector is becoming increasingly data-driven.24 Success in this market will 

depend on solutions that can effectively organize and interpret operational data to drive 

efficiency gains. 

Interesting Players: Activant portfolio company, Benson Hill, provides a crop design platform 

to aid the development of healthier and more sustainable food and ingredients. Verdant 

Robotics builds AI-powered smart sprayers that weed, thin, fertilize and deliver nutrients at 

millimetre level. Aerobotics provides intelligent tools for optimal perennial crop farming 

practices. 

5) Real Estate is already a largely tech-forward sector. The PropTech revolution, which began 

with Trulia and Zillow in 2005-2006, has evolved significantly. We believe AI represents the 

next frontier, with McKinsey estimating potential value creation of $110-180 billion or more 

within the real estate industry.25 

 

22 Time, Exclusive: More than 70% of US adults feel the healthcare system is failing to meet their needs in at 
least one way, 2023 
23 Ibid 
24 Zipdo, Technology in Farming Statistics: Innovations Boosts Yields and Efficiency, 2024 
25 McKinsey, Generative AI can change real estate, but the industrymust change to reap the benefits, 2023 

https://tulip.co/
https://www.makinarocks.ai/
https://instrumental.com/
https://time.com/6279937/us-health-care-system-attitudes/
https://www.curaihealth.com/
https://qventus.com/
https://activantcapital.com/research/food-traceability
https://activantcapital.com/research/food-traceability
https://zipdo.co/technology-in-farming-statistics/
https://bensonhill.com/
https://www.verdantrobotics.com/
https://www.verdantrobotics.com/
https://www.aerobotics.com/
https://www.mckinsey.com/industries/real-estate/our-insights/generative-ai-can-change-real-estate-but-the-industry-must-change-to-reap-the-benefits
https://time.com/6279937/us-health-care-system-attitudes/
https://time.com/6279937/us-health-care-system-attitudes/
https://zipdo.co/technology-in-farming-statistics/
https://www.mckinsey.com/industries/real-estate/our-insights/generative-ai-can-change-real-estate-but-the-industry-must-change-to-reap-the-benefits
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Interesting Players: Roofstock is an online marketplace for investing in rental properties that 

uses AI to analyze property performance and identify investment opportunities. Zillow is a 

leading real estate marketplace that offers services ranging from home and rental listings to 

mortgage financing. Better, an Activant portfolio company, offers a full-stack platform that 

spans mortgage, brokerage and insurance. 

6) Hospitality presents mixed opportunities. While 60% of hospitality operators have dedicated 

digital transformation roles, 73% of operators agree that hospitality is behind other industries 

when it comes to digital transformation.26 Most industry technology adoption focuses on 

customer-facing solutions, rather than back-of-house operations.27 With two-thirds of 

operators using multiple technology suppliers, solutions that can consolidate operations while 

leveraging AI for personalization and cost reduction will likely capture significant market 

share.28 

Interesting Players: Canary Technologies offers a hospitality management system that drives 

efficiency and enhances the guest experience. SiteMinder offers a platform that provides a 

comprehensive suite of tools for hotel distribution.  

7) Education is a highly fragmented sector but has already experienced an uptick in software 

solutions. This was boosted by the pandemic and the subsequent adoption of online learning 

and remote work. Furthermore, large firms see employee upskilling and reskilling as a priority, 

aided by the widespread use of Learning Management Systems (LMS). The next wave of 

innovation will center on AI integration, particularly in adaptive learning platforms, content 

creation, administrative efficiency, and personalized learning experiences. 

Interesting Players: Startups such as Elsa, an AI-embedded English language learning 

platform, are attractive to both schools and businesses, resulting in a sizeable market. Magic 

School provides various AI tools, including lesson planning, assessment creation, 

differentiation and communication, to assist teachers with their diverse tasks.  

These sectors all offer opportunities for vertical SaaS solutions at varying stages of the digital 

transformation journey. While some industries like construction, manufacturing and healthcare 

present immediate opportunities due to clear pain points and market readiness, others like 

agriculture and education are building momentum for the next wave of adoption. What unifies 

these opportunities is timing – we believe the confluence of AI advancement, increasing digital 

acceptance, and growing demand for industry-specific solutions creates a unique moment for 

vertical SaaS expansion 

Final Thoughts 

 

26 Ibid 
27 Ibid 
28 Vita Mojo, The Digital Transformation of Hospitality Report, 2021 
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As we reflect on the journey that software has been on over the past decade or so, we are 

optimistic about the future of vertical SaaS and the value that it will be able to deliver. Vertical SaaS 

companies are uniquely positioned to capitalize on the inevitable digitization of industries. By 

focusing on specific industry needs, these companies can offer tailored solutions, deeper 

customer relationships, and higher retention rates. As industries like construction, manufacturing 

and healthcare continue to digitize, we can expect a wave of successful vertical SaaS startups to 

emerge. 

  ’   j                    with our research in this space – be sure to keep an eye out for more to 

come! As always, if              ff                                    p   ,   ’               f  m 

you. 
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