Sridhar Vembu warns software job market woes stem from overcapitalisation, not AI
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Sridhar Vembu, founder of the Indian software company Zoho, has voiced his perspective on the current and future impacts of artificial intelligence (AI) on the software job market, asserting that AI itself is not yet the main threat to employment in the sector. Vembu shared his insights in a recent post on the social media platform X, where he discussed the difference between the hype surrounding AI and its tangible effects on jobs.
According to Vembu, despite wide claims by vendors about large-scale job cuts driven by AI automation, the actual impact on software sector employment has so far been minimal. “The field is moving fast and I personally believe there will be impact but we have not seen the impact yet. It is always good to be aware of hype vs reality when evaluating any technology,” he wrote. His remarks suggest a cautious approach to evaluating the short-term disruptive potential of new technologies such as AI.
Responses from other users on X reflected a range of views on AI's potential future influence. One user noted, “It’s always a short-term relief. AGI flips a lot of things, whenever it comes. Until then, it’s good to upskill and do hard things that impact human lives.” Another user agreed that the timing and scope of AI’s impact are unpredictable but emphasised the continued need for human involvement, stating, “Human-machine interface will always require human labour!”
Beyond the AI debate, Vembu identified a deeper, structural problem that he believes is exerting downward pressure on the software job market. He attributes current market inefficiencies not to AI but to decades of excessive capital inflows into the software industry, driven by venture capital, private equity, and IPO-inspired funding strategies. This overcapitalisation, according to Vembu, has led to bloated IT spending and inefficient operational processes.
"The software vendors applied liberal doses of marketing spending to spread Fear (of missing out) and Uncertainty ('tech is changing, you need us') and Doubt ('are you confused? trust us') among corporate customers and the result was ever growing IT spending," Vembu explained. He argued that this marketing-driven IT expansion resulted in large, inefficient systems that outsourced significant workloads to Indian IT services firms. He detailed how inefficiencies were compounded in offshore outsourcing, where for every inefficient process requiring five people in Western countries, Indian IT firms would often allocate three or four times that number to increase billable hours.
By contrast, Vembu highlighted that Indian banks and financial institutions, operating under tighter budget constraints, were forced to develop leaner and more efficient IT infrastructures. This discrepancy illustrates the broader inefficiency and over-extension within the global IT market.
Vembu also observed that the industry’s lack of incentives to improve efficiency left it vulnerable, particularly now as AI begins exposing these longstanding inefficiencies. “Those floods are now history and we have a serious drought. That is why I am pessimistic about the software job market, even before accounting for AI," he concluded.
The analysis provided by Sridhar Vembu in his social media commentary offers a detailed critique of the software industry's structural challenges and places the potential impact of AI within a broader economic and operational context. It suggests that while AI is an advancing technology with eventual implications for employment, the current state of the software job market reflects deeper, systemic issues shaped by past capital investments and industry practices.
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