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Application Modernization Services Market to
Hit $38.7 Billion By 2032, Modernizing Legacy
Systems for Future Readiness

Services aimed at enhancing and
modernizing /egacy systems with new Application Modernization Services Market
technologies for improved efficiency and
scalability.
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Application Modernization Services
Market was valued at $11.4 billion in
2024, and is estimated to reach $38.7
billion by 2032, growing at a CAGR of 16.5% from 2024 to 2032.

Market Size in USD Bn

Application Modernization Services Market

The Application Modernization Services Market is experiencing a significant transformation as
enterprises across sectors prioritize upgrading legacy systems to remain agile, competitive, and
digitally resilient. With the surge in cloud adoption, digital transformation initiatives, and the rise
of Al-powered infrastructure, application modernization services have become critical to
ensuring business continuity and scalability. These services help organizations transition from
outdated software and systems to more efficient, scalable, and secure digital platforms.
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Application Modernization Services Market Key Players

The application modernization services market is dominated by both global consulting giants
and specialized IT firms that offer tailored modernization strategies. Leading players include,

* Aspire Systems
* Virtusa

* IBM

+ Capgemini
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+ Software

* Oracle

+ DXC Technology
« NTT Data

+ Accenture

« HCL

* Bell Integrator
* Dell

+ Cognizant

* Blu Age

* Fujitsu

These companies provide a diverse range of services including legacy code conversion,
containerization, re-platforming, and microservices development. IBM, for instance, leverages its
hybrid cloud solutions and Red Hat OpenShift to assist clients in modernizing their workloads.
Meanwhile, Accenture and Infosys offer industry-specific modernization frameworks combined
with Al and automation tools to streamline application lifecycle management. Their global
presence, strong R&D capabilities, and strategic partnerships with cloud providers such as AWS,
Azure, and Google Cloud give them a competitive edge.

Market Segmentation

The application modernization services market can be segmented based on service type,
deployment mode, organization size, end-user industry, and region. By service type, the market
includes application re-platforming, re-hosting, re-coding, re-architecting, integration, and
modernization advisory services. Deployment mode is bifurcated into on-premises and cloud-
based solutions, with cloud deployment gaining rapid traction due to its scalability and cost-
effectiveness. Based on organization size, the market is segmented into small and medium
enterprises (SMEs) and large enterprises, with large enterprises accounting for the major share
due to greater budgets and complex legacy infrastructures. In terms of end-user industry, key
segments include banking, financial services and insurance (BFSI), healthcare, retail,
manufacturing, IT and telecom, government, and others. Among these, the BFSI sector holds a
significant share, driven by regulatory compliance needs and the demand for secure, scalable
applications.

Market Drivers

Several factors are fueling the growth of the application modernization services market. First and
foremost is the increasing need to enhance business agility and operational efficiency. Legacy
systems are often rigid, costly to maintain, and incompatible with emerging technologies,
making modernization essential for digital transformation. The rapid adoption of cloud
computing, microservices architecture, and DevOps practices also propels modernization efforts.
Additionally, the rise in customer expectations and the demand for real-time, personalized digital



experiences are prompting organizations to overhaul their legacy applications. The pressure to
reduce IT costs, improve time-to-market, and adhere to compliance regulations further drives
market growth. Moreover, the ongoing shift toward remote and hybrid work environments
emphasizes the need for scalable, secure, and resilient digital infrastructures.
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Market Opportunities

The application modernization services market presents significant opportunities for service
providers and technology vendors. One major opportunity lies in Al and machine learning
integration, where organizations seek to enhance legacy applications with intelligent automation,
analytics, and decision-making capabilities. The growing popularity of low-code/no-code
platforms also offers an avenue for modernization with minimal disruption. In addition, as more
enterprises adopt hybrid and multi-cloud strategies, the demand for cross-platform
modernization and interoperability solutions is set to rise. SMEs represent another
underpenetrated segment where cost-effective and scalable modernization services can unlock
growth potential. Geographic expansion into emerging markets such as Asia-Pacific, Latin
America, and the Middle East & Africa also opens doors for vendors aiming to capitalize on
digital transformation trends in these regions.

Restraints and Challenges

Despite the promising outlook, the application modernization services market faces certain
restraints and challenges. One of the key hurdles is the high initial cost associated with
modernization projects, which may deter small and budget-constrained organizations.
Additionally, modernizing complex legacy systems can be risky, as it involves potential
disruptions, data migration challenges, and integration issues. Resistance to change within
organizations, lack of in-house expertise, and the need for extensive employee training also pose
significant challenges. Furthermore, security and compliance concerns related to cloud migration
and application transformation can hinder adoption, especially in highly regulated industries like
finance and healthcare. Lastly, ensuring uninterrupted business operations during the
modernization process remains a critical challenge that requires careful planning and

execution.

Regional Analysis

Regionally, North America holds the largest share of the application modernization services
market, driven by the presence of major technology firms, early adoption of advanced IT
solutions, and robust investment in digital transformation initiatives. The United States, in
particular, leads the market due to its dynamic enterprise landscape and focus on innovation.
Europe follows closely, with countries such as Germany, the UK, and France modernizing legacy
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infrastructure to comply with GDPR and other digital mandates. The Asia-Pacific region is
projected to witness the fastest growth during the forecast period, fueled by increasing cloud
adoption, rapid industrialization, and government-led digital initiatives in countries like China,
India, Japan, and South Korea. Latin America and the Middle East & Africa are gradually emerging
as potential markets, supported by growing IT spending and modernization efforts across
banking and public sectors.
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Recent Developments

The application modernization services market has seen several recent developments that
highlight its dynamic and evolving nature. For example, in 2023, Microsoft expanded its Azure
Migrate and Modernize program, making it easier for enterprises to assess and move workloads
to the cloud. IBM, on the other hand, launched its Watson platform to integrate Al and machine
learning into legacy system modernization. Accenture recently acquired several niche firms
specializing in cloud transformation and DevOps to bolster its modernization offerings. Infosys
introduced an Al-first modernization suite to automate application transformation and improve
business outcomes. Meanwhile, Wipro partnered with AWS to offer application modernization-
as-a-service for large enterprises. These strategic moves reflect the increasing convergence of
cloud, Al, and modernization services and indicate that leading players are continuously
innovating to meet market demands.
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