Modernizing
Legacy Architecture
Organizations are being driven to digitize their business
models and are lifting & shifting their legacy applications to
the cloud as a result. But this isn’t enough. Simply “moving
to the cloud” doesn’t provide companies with the highly
sought-after beneﬁts of lowering their total cost of ownership
(TCO), increasing agility, and decreasing risks. Applications
need to be modernized and optimized for the cloud as well.
Pulse and 2nd Watch surveyed 100 technology executives to understand where they see the
application migration and modernization industry heading, what they prioritize, and how they
will focus on application modernization to ensure a digital-ﬁrst strategy that accelerates
digital transformation.

Data collection: November 17, 2021 - January 7, 2022

Respondents: 100 technology executives

Legacy applications are hindering digital
transformation, and many executives continue to run
workloads and applications on-premises
More than three-quarters (79%) of respondents afﬁrm that legacy applications are hindering
their organization’s digital transformation initiatives.

Are legacy applications
hindering the digital
transformation initiatives
in your organization?

79%
Yes

16%
No

5%
Unsure

80% of respondents continue to run at least one-quarter of their business workloads and
applications on-premises, with 52% running more than half of their workloads and
applications on-premises.

What percentage of your business
workloads and applications
currently run on-premises?

41%

29%

17%
10%

2%

1%
100% onpremises

76-99%

51-75%

25-50%

Less than 0% - everything
25%
runs in the cloud.

Finance
(n = 20)

Government
(n = 10)

Manufacturing
(n = 19)

Software
(n = 28)

55% of respondents in
ﬁnance have more than
half their applications
on-prem, and 5%
remain fully on-prem.

100% of respondents in
government have more
than half their
applications on-prem.

52% of respondents in
manufacturing have
more than half their
applications on-prem.

50% of respondents in
software have more than
half their applications onprem, but 7% are fully on
the cloud and none
remain fully on-prem.

Cloud migration is driven by reducing technical debt,
and most are using more than one cloud
Reducing technical debt is ranked the number one driver for cloud migration.

What are the top 3 biggest drivers
for your cloud migration efforts?

Reducing technical debt
Reducing time to market /
product agility

1

Reducing costs

2

3

4 Digital transformation initiatives

9 Monolith applications

5 Improving ﬂexibility/scalability

10 Reducing complexity

6 Data center evacuation

Not ranked None of these

7 Compliance / regulatory requirements

Not ranked Other

8 Reducing risk

However, this ranking varies slightly by respondent title. C-suite respondents are most
driven by reducing costs, and VPs are most driven by reducing time to market. Digital
transformation is among the top-ranked drivers for directors.

C-suite (n = 30)
Reducing costs

Top 3 drivers for cloud
migration by respondent title

Reducing
technical debt

1

2

VP (n = 26)
Reducing time
to market

3

Director (n = 44)
Reducing
technical debt

Reducing
technical debt

1

Reducing time
to market

Reducing
costs

2

Reducing
costs

1

Digital
transformation
initiatives

2

3

3

Respondents are moving or have already moved a wide variety of workloads to the cloud.

Which of the following types of workloads
is your organization looking to move, or
has already moved to the cloud?

59%

Database (SQL, NoSQL)
Customer relationship
management (CRM) / Enterprise
resource planning (ERP)
applications (e.g., SAP, Dynamics)

58%

Website / web app

58%

Business intelligence(BI) / data
warehouse (DW) / data analytics

57%

Storage / archive / backup /
ﬁle server

56%

Development / Test 40%, Identity and access management 36%, Disaster recovery / high availability 35%,
System management / DevOps 31%, Mobile apps 31%, Core business applications 28%,
Collaboration and communications solutions 24%, Artiﬁcial Intelligence (AI) / Machine Learning (ML) 16%,
None 0%, Other 0%

Of those running workloads and applications in the cloud (n = 99), 91% use more than one
cloud, with Amazon Web Services and Microsoft Azure being the most popular.

Of the workloads and applications that
are running in the cloud, what percentage
are in each of the following : (n = 99)

0%

1-25%

26-50%

51-75%

76-99%

100%

Amazon Web Services (AWS)

8%

17%

29%

24%

17%

4%

Google Cloud Platform (GCP)

42%

39%

12%

5% 1%

0% 100%
Microsoft Azure

12%

28%

38%

8%

9%

4%

Oracle Cloud

71%

21%

2% 2%

4%

5%

1%

0% 100%
VMware Cloud

45%

44%

1% 51-75% | 3% 76-99%

Modernizing Legacy applications is critical, but
lack of skills, limited budget, and outdated tools
create challenges
91% of respondents agree or strongly agree that application modernization plays a critical
role in their organization’s adaptability to rapidly changing business conditions.

73%

To what extent do you agree or
disagree with the following statement:
“Application modernization plays a
critical role in my organization’s
ability to adapt to rapidly changing
business conditions.”

Agree

18%

0% Disagree
0% Strongly Disagree

9%

Strongly agree

Neutral

Executives rank the same top drivers for application modernization as cloud migration:
reducing technical debt, time to market, and costs.

What are your top 3 biggest drivers for
your application modernization efforts?

Reducing technical debt
Reducing time to market /
product agility

1

Reducing costs

2

3

4 Digital transformation initiatives

9 Reducing risk

5 Improving ﬂexibility/scalability

10 Monolith applications

6 Compliance / regulatory requirements

11 None of these

7 Data center evacuation

Not ranked Other

8 Reducing complexity

C-suite and VP respondents rank reducing time to market higher than reducing technical
debt. Digital transformation initiatives remain one of the top drivers for directors.

C-suite (n = 30)
Reducing time
to market

Top 3 drivers for application
modernization by respondent title

1

VP (n = 26)
Reducing time
to market

1

Reducing
technical debt

Reducing
costs

2

3

Director (n = 44)
Reducing
technical debt

Reducing
technical debt

1

Reducing
costs

2

Reducing
costs

2

3

Digital
transformation
initiatives

3

For one-third (33%), the biggest challenge faced in modernizing legacy applications
is a lack of skills or expertise. About a quarter struggle most with lack of budget and
investment (26%) or outdated processes and tools (25%).

33% Lack of skills/expertise
26% Lack of budget/investment
25% Outdated processes/tools
7% Lack of clear roadmap/strategy
7% Security concerns
2% None of these
0% Other

What is the biggest
challenge your company
faces in modernizing
legacy applications?

Modernization will continue in 2022 and focus on cost
savings, customer satisfaction, and innovation
Only 11% of respondents have made signiﬁcant progress, and almost all (99%) have not
met all their initial modernization objectives.

Where is your company in meeting
its modernization objectives?

49%
Moderate progress
(at least 50% completed)

31%
Beginning stage
(25% or less)

11%
Signiﬁcant progress
(at least 75%
completed)

8%

1%

Unsure
(Our modernization
objectives are not
clearly deﬁned)

0%

We’ve met all initial
objectives and are
focusing on optimization

We don’t have modernization objectives

Modernization objectives are not all focused on the same areas of improvement. 23% of
respondents say cost efﬁciency and savings are most important, while 22% focus on
customer experience and satisfaction, and 19% on innovation and creating new revenuegenerating products and services.

Which of the following areas of
improvement is the most important to your
organization’s modernization objectives?

23%

Cost efﬁciency/savings

Customer experience/
satisfaction

22%

Innovation/creation of
new revenue generating
products and services

19%

17%

Availability/uptime

Quality of service

11%

Agility/faster time to
market

5%

3%

Risk reduction

Other

0%

Cost efﬁciency and savings was not the most important to any respondents in
government. Only 11% of those in manufacturing said it was most important to
them. 42% in manufacturing, 40% in ﬁnance, and 32% in software selected it.
Respondents in government had a less distributed selection of most important
areas, with only customer experience/satisfaction (40%), innovation/creation of
new revenue-generating products and services (30%), availability/uptime (20%),
and risk reduction (10%) selected.

Most (41%) plan to spend 21-30% of their organization’s IT budget on modernization in
2022. About a quarter (27%) plan to spend 11-20% of the budget on modernization.

41%

What percentage of your
organization’s IT budget will be
spent on modernization in 2022?

27%

15%
11%

3%
1%

1%
Less than
5%

5-10%

11-20%

21-30%

31-40%

41-50%

51-70%

0%
Greater
than 70%

1%
Unsure

Respondent Breakdown

Region

North America 100%

Title

Company Size
Director
44%

C-Suite
VP

5,001 - 10,000
employees

30%
26%

1,001 - 5,000
employees

45%
55%

