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ABSTRACT 

In recent years, traditional software vendors who deliver their products based on a “perpetual 

use” licensing model have observed a decline in revenue from annual maintenance fees, which 

is one of the major pillars of their current business model. In this study, we explore the Brazilian 

banking sector, one of the largest software-consuming sectors, to identify the criteria that 

motivate companies in the sector to renew their software maintenance contracts. We 

interviewed decision-makers and influencers from four Brazilian banks and discovered that 

software pricing is not the major motivating factor for switching software vendors or licensing 

models. Instead, according to the interviewees, solid post-sale support and partnership in rolling 

out the software throughout the organization are the key factors.  

 

Keywords: Temporary advantage, Software as a Service (SaaS), software licensing, perpetual 

licensing, quality uncertainty, customer feedback



RESUMO 

Fornecedores tradicionais de software que entregam seus produtos com base no modelo de 

licenciamento de “uso perpétuo” observaram nos últimos anos uma queda na receita recorrente 

originada da taxa de manutenção anual, que é um dos principais pilares para a sustentabilidade 

do modelo atual de negócios. Neste estudo, exploramos o setor bancário brasileiro como um 

dos maiores setores consumidores de software para identificar os critérios e os principais fatores 

que os levam a renovar contratos de manutenção de software. Entrevistamos tomadores de 

decisão e influenciadores de quatro bancos brasileiros e descobrimos que o preço de software 

não é o principal fator que os fazem mudar de fornecedores de software ou modelos de 

licenciamento, mas sim um sólido suporte pós-venda e parceria na implementação do software 

em toda a organização. 

 

Palavras-chave: Software as a Service (SaaS), licenciamento de software, licenciamento 

perpétuo, modelo de receita, taxa de manutenção, incerteza de qualidade, feedback do cliente 
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 INTRODUCTION 

 

 

Banks are among the largest global consumers of enterprise software1 and are constantly 

challenged to innovate in order to remain competitive. It is no different for Brazilian banks2. 

The oldest Brazilian public banks were founded over 150 years ago and the private banks over 

70 years ago. Throughout the years, technology has become more and more crucial for the 

management of their core business and for supporting continuous growth in the volume of 

financial transactions. The increasing speed with which  customers expect their transactions to 

be processed has led Brazilian banks to acquire and deploy software from several different 

vendors throughout the organization, and these software packages are currently a key 

component of their core business. The traditional way for enterprise customers such as 

Brazilian banks to acquire software is to purchase perpetual licenses to be used on their 

premises3. Under a perpetual license, customers have the right to use the licensed software 

indefinitely upon payment of a one-time upfront fee. If the customer wants a maintenance 

service, they must pay an additional annual maintenance fee. Standard software maintenance4 

contracts include technical support and entitlement to patches and updates to the existing 

software, usually to fix bug or to install new versions that include previously released bug fixes 

and new functionalities (BOZKURT, 2016; OJALA, 2016; WILKES; HUBBARD, 2017). 

Brazilian banks typically pay annual maintenance fees for each software package they use 

under the perpetual license model. The main reasons for this is their constant endeavor to 

minimize the risk of negative impact to their core business due to software failures and, if a 

failure should happen, to have access to the appropriate resources and technical support from 

the software vendor to recover from it as quickly as possible. Compliance with legal 

requirements and the ability to deploy new features only available on newer versions of 

software packages are other motivators for the banks to pay for software maintenance. 

                                                 
1 Enterprise software is an over-arching term for any software used in large organizations (whether business or 

government).  
https://www.techopedia.com/definition/7045/enterprise-software 
2 For the purpose of simplification, any reference to Brazilian banks in this study also includes international banks 

operating and purchasing software in Brazil. 
3 On-premises is the software and technology that is located within the physical confines of an enterprise – often 

in the company's data center – as opposed to software that runs remotely on hosted servers or in the cloud. 

https://www.webopedia.com/TERM/O/on-premises.html 
4 Software maintenance in software engineering is the modification of a software product after delivery to correct 

faults or to improve performance or other attributes. https://en.wiki pedia.org/wiki/Software_maintenance 

https://en.wikipedia.org/wiki/Software_engineering
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On the other side, revenue from recurring software maintenance fees are a key component of 

the business models of software vendors. Even a software vendor such as Adobe, which made 

the decision to deliver its software as a service (SaaS)5 in 2012 (SPRAGUE, 2015), still earns 

a small but not insignificant percentage of its revenue from annual software maintenance fee 

(ADOBE, 2017). Table 1 below displays the most recent figures for the last three years of 

maintenance revenue made available to the public by the software companies Micro Focus6, 

CA Technologies,7 and Adobe8:  

 

 

Table 1 - Maintenance revenue as a percentage of total revenue 

Source: (ADOBE, 2017; CA, 2018; MICRO FOCUS, 2017). 

 

 

However, the hypercompetitive nature of the banking business has led Brazilian banks to 

search for ways to innovate and reduce costs. This has motivated software vendors to create 

different licensing models through which to offer their software to customers, such as the 

                                                 
5 Software as a service (SaaS) is a model for the distribution of software where customers access software over 

the internet. In SaaS, a service provider hosts the application at its data center, and a customer accesses it via a 

standard web browser.  

https://www.techopedia.com/definition/155/software-as-a-service-saas 
6 Micro Focus is a software vendor that focuses on managing mature infrastructure software assets. 
7 CA Technologies is a global software vendor that provides software solutions to enterprise environments based 

on three distinct operating segments: enterprise solutions, mainframe solutions and services. 
8 Adobe Systems Incorporated is a global software vendor, which offers products and services used by creative 

professionals, marketers, knowledge workers, application developers, enterprises, and consumers for creating, 

managing, delivering, measuring, optimizing, and engaging with compelling content and experiences across 

personal computers, devices and media. 

Total 

Revenue

% Software 

Maintenance 

Revenue

Total 

Revenue

% Software 

Maintenance 

Revenue

Total 

Revenue

% Software 

Maintenance 

Revenue

Micro Focus (*) - - $1,380 52% $1,245 52%

CA Technologies (**) $4,235 79% $4,036 81% $4,025 82%

Adobe (***) - - $7,301 6% $5,854 8%

(**)    software maintenance and subscription revenue

(***)  software maintenance, consulting and training fees

2017

Year Ended (dollars in millions)

2018 2016

(*)      software maintenance revenue only
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freemium model, the advertising-based model, and Software-as-a-Service (SaaS) licensing, 

which offers software rental to customers under a subscription model. The freemium model is 

extremely popular among web startups (MILLER, 2009), because it allows customers to use 

core services and features at no cost and charges only for advanced components. This creates 

an opportunity for the software vendor to build a significant customer base in a short period. 

The main advantage of this model is the low barrier for potential customers to try the software, 

realize the value of it, and then opt to upgrade to a premium paid version. The disadvantage for 

the software vendor is that the freemium model may attract a large number of individual users 

and small business that are satisfied with the free core services and features and may never 

upgrade (BOZKURT, 2016; DEETER; JUNG, 2013). With the advertisement-based revenue 

model, the software vendor gets paid by allowing advertisers to advertise within their software 

application (BOZKURT, 2016). In the SaaS model, customers rent the software and typically 

pay a monthly subscription fee on a pay-per-use basis instead of paying a much higher one-

time upfront fee as in the perpetual licensing model (KAUR, 2015; OJALA, 2016). Customers 

usually access the software via the internet using a web browser. Software is delivered to 

customers according to a service level agreement and maintenance costs are included as part 

of the contract.  

For the purpose of this study, we focus on the renewal of software maintenance contracts under 

perpetual license. However, we also explore software rental under the SaaS subscription model 

due to the competitive pressure it imposes on the traditional perpetual licensing model, which 

affects the latter’s sustainability. Considering the fact that Brazilian banks have already 

invested in upfront perpetual license fees to acquire the right to use software indefinitely, which 

is a sunk cost, the more they use the software, the bigger the return on their investment. Yet, in 

order to continue to use the existing software purchased through the perpetual license model, 

for the reasons previously described, Brazilian banks must pay annual maintenance fees that 

vary from 18% to 29% of the full list price of the software packages (WILKES; HUBBARD, 

2017). To remain relevant in the extremely competitive Brazilian market, banks must 

continuously innovate their strategies, which creates a need for new solutions, new products, 

new software, and features that may or may not be delivered by the software packages they 

already own. 

In this qualitative study, we interview a sample of the Brazilian banks’ decision-makers using 

a user survey (CHOUDHARY, 2007) to discover their perspectives with regard to the research 



 

12 

 

question: “What are the factors that motivate Brazilian banks to renew their software 

maintenance contracts?” 

The outcome of this survey is important for software vendors who have sold perpetual licenses 

to Brazilian banks and wish to preserve or slow down the decline in recurring revenue from 

software maintenance. It is important to highlight that a transition from the perpetual license 

model to a subscription model, which also generates recurring revenue, is possible and in the 

medium to long term may prove to generate the same or even better results. However, in the 

short term, it does have the potential to greatly reduce revenue as illustrated in the McKinsey 

article (SPRAGUE, 2015) entitled “How Adobe changed its business model”. The survey 

results will also benefit Brazilian banks who may be able to extend their use of software 

acquired under perpetual license as a result of strategy adjustments implemented by software 

vendors based on the data gathered through the user survey. This will maximize the return on 

investments that the banks have already made.  

This paper is organized as follows. Section 2 discusses related work on hypercompetitive 

markets and perpetual software licensing. Section 3 presents the qualitative research 

methodology applied in this study. This is followed by Section 4, which discusses how SaaS 

differs from perpetual licensing and how the two can potentially be combined. Section 5 

displays the field survey results, and Section 6 presents the concluding observations and 

practical implications. Section 7 references the sources on which this study is based. 

 

 

 RELATED WORK 

 

 

In this study, we target two hypercompetitive sectors. On one side is the software-consuming 

Brazilian banking sector, and on the other side are the enterprise software vendors, which form 

a strong pool of incumbents eager to increase their presence within the Brazilian banking sector 

along with a considerable diversity of new entrants that are determined to enter the sector. In 

order to explore this buyer and seller relationship, we begin by reviewing the literature on 

temporary advantage, which appears to explain the declining trend in popularity of the 

perpetual licensing model and the growth in adoption of the subscription model. Then, we 

analyze papers that address the competition between the perpetual licensing and SaaS models, 

as well as industry practitioner’s publications. 
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2.1 Hypercompetitive Markets 

 

 

The literature review performed by D’Aveni, Dagnino and Smith (2010) on the antecedents 

and consequences of temporary advantage has contributed to our understanding of the rise, 

maturity period and the decline of perpetual licensing model. The aspect of the review that 

addresses the management of temporary advantage sets the stage for this study on the 

sustainability of software maintenance renewal under perpetual licensing, which appears to be 

eroding in face of competition from the SaaS subscription model. The volatility in financial 

results published by top global software vendors (ADOBE, 2017; CA, 2018; MICRO FOCUS, 

2017) demonstrates this erosion (THOMAS; D’AVENI, 2009). Most important for the purpose 

of this study, however, is the feedback collected from a user survey completed by a sample of 

decision-makers responsible for the renewal of annual software maintenance contracts in 

Brazilian banks. The interviewees highlight the main reasons why they continue to be loyal to 

incumbent software vendors by continuing to invest in software maintenance through renewal 

of their software maintenance contracts. Nevertheless, they make clear the need for software 

vendors to reevaluate the criteria they use to calculate the cost of annual software maintenance 

fees or to offer either a subscription model or a hybrid perpetual-licensing-plus-subscription 

model. 

Audia, Locke and Smith (2000) have contributed to research in this area with their study on 

firms that persist with past success strategies and fail to correctly read market signs, thus 

delaying in the adoption of new strategies, such as opting for the subscription model under 

SaaS over software maintenance fees under the perpetual licensing model. Christensen (1997) 

has discussed the need for self-cannibalization through the replacement of older products with 

newer ones and for constant innovation to remain relevant which translate to software vendors 

offering SaaS subscription licensing model for basically the same products that were used on-

premises under perpetual license, for instance, the ADOBE products SaaS offering. Other 

authors (D’AVENI, 1994; HAMEL, 2000; MARKIDES, 1999) have examined the 

concatenation of advantages and the constant pursuit of strategy changes, which fits the 

scenario that is the focus of this study represented by the decline of perpetual licensing model 

and the increase of popularity of SaaS subscription model. PACHECO-DE-ALMEIDA (2010) 
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has shown that self-displacement, meaning to relinquish a leading position, might be a better 

path to follow than self-cannibalization since the advantage gained maybe too short-lived to 

justify a proactive pre-empting of a particular market, for example, software vendors which opt 

to continue to explore perpetual licensing despite the growth of SaaS. In her book “The end of 

competitive advantage: How to keep your strategy moving as fast as your business”, 

MCGRATH (2013) offered a roadmap to identify a declining advantage and has proposed an 

exit strategy that can be used by software vendors to identify the timing to switch licensing 

models and build a strategy to start transitioning from perpetual to SaaS subscription licensing 

model. 

 

 

2.2 Perpetual Software Licensing  

 

 

Recent studies related to software licensing models have addressed the growth in popularity of 

the SaaS subscription-based model on cloud infrastructure 9  (OJALA, 2016) and how it 

competes with software maintenance fee under perpetual licensing. Pricing and quality have 

been the focus of several papers on strategies to manage existing perpetual licensing contracts 

and the offering SaaS subscription model to customers. Guo and Ma (2018) have studied the 

competitive pressure that SaaS vendors put on traditional perpetual software license vendors 

from a quality differentiation perspective and have argued that such competition may lead to 

socially inefficient outcomes under certain conditions. Bozkurt (2016) has investigated how 

the business model chosen by software vendors affects the revenue models offered to customers 

and how this affects the reactions of software vendors to competition, while Zhang and 

Seidmann (2010) have discussed the optimal way for a software vendor to license software. 

From his analysis of the incentives for software publishers to invest in software development 

under both the perpetual licensing model and the SaaS model, Choudhary (2007) has concluded 

that profits are higher under the SaaS model. More recently, Ojala (2016) has focused on price 

selection and the forces and factors that influence it. These studies analyze the seller and buyer 

relationship from the perspective of software vendors. Less effort has been dedicated to 

                                                 
9 Cloud infrastructure refers to a virtual infrastructure that is delivered or accessed via a network or the internet. 

This usually refers to on-demand services or products being delivered through the model known as infrastructure 

as a service (IaaS), a basic delivery model of cloud computing. This is a highly automated offering where 

computing resources complemented with storage and networking services are provided to the user. 

https://www.techopedia.com/definition/30455/cloud-infrastructure 
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understanding the reasons why some segments of the market have been slow to adopt a 

subscription model. Like Brazilian banks, they continue to invest in software maintenance 

under perpetual licensing at significantly high rates compared to the SaaS subscription model. 

This is in spite of the fact that industry practitioners have claimed from as earlier as 2006 that 

“traditional software is already dead” (UNIVERSAL SERVICE, 2006) and that the 

subscription model can reduce the total cost of ownership (TCO)10 by offering a predictable 

cost without a large up-front investment (ZHANG; SEIDMANN, 2010). 

 

 

 METHODOLOGY 

 

 

Due to the importance of software to banks’ core business, the constant need to innovate to 

remain in business, and the extremely large budget allocated to software acquisition and 

maintenance, the banking industry is the ideal industry to focus on for this research. The 

research method selected is a qualitative multiple case study. This was used to collect 

information from a decision-maker from each of four major private Brazilian banks. We 

conducted semi-structured open-ended interviews via telephone to gain an in-depth 

understanding of the criteria that motivated them to renew their software maintenance contracts 

(OJALA, 2016). The selection criteria for interviewees were (i) that they should have 

experience in decision-making or influencing software maintenance contract renewal, (ii) that 

they should currently hold a decision-making position within a Brazilian bank, and (iii) that 

they should manage a portfolio of applications or an infrastructure that uses software acquired 

under perpetual license, which is currently covered by maintenance contract. We conducted 

the first interview via telephone, and, when and if it was necessary, we sent additional questions 

via email. 

 

 

 DISCUSSION 

 

 

                                                 
10 Total cost of ownership (TCO) is the purchase price of an asset plus the costs of operation. 

 https://www.investopedia.com/terms/t/totalcostofownership.asp#ixzz5W112y8yR 

 

https://www.investopedia.com/terms/t/totalcostofownership.asp#ixzz5W112y8yR
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Despite the claim of industry practitioners that the SaaS-under-subscription model can lower 

TCO and grant users access to up-to-date software at a predictable cost without a large up-front 

investment, Brazilian banks are slow to adopt SaaS. The regulatory implications and security 

concerns associated with cloud adoption (CIO.com.br, 2018; SPRINGFIELD, 2018) are 

definitely key factors that contribute to the slow adoption of the SaaS model by Brazilian banks, 

since the cloud infrastructure is the basis for SaaS. Table 2 depicts where responsibilities lie 

for on-premises perpetual licensing and the SaaS model. 

 

 

Table 2 - Who manages what? 

 

 

 

The perpetual licensing model has a first-move advantage over SaaS (GUO; MA, 2018), which 

means that any initiative to switch to another vendor incurs in additional cost. It also means 

that the vendor has an established relationship with customers, which can be leveraged to adopt 

a strategy to protect its installed base, by, for instance, by lowering prices if necessary. 

However, SaaS offers customers a number of advantages (OJALA, 2016; KAUR, 2015). First, 

it ensures faster availability of new features since customers are always using the latest version 

of the software and the vendor typically has greater knowledge of the software and performs 

upgrades faster than customers would (CHOUDHARY, 2007). Second, it is easier for 

customers to experiment and for small and medium-sized companies to adopt a particular 

software package due to low entry costs. Finally, customer can have their human resources to 
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focus on their core business instead of on IT infrastructure and application maintenance. In 

both models, customers cannot be certain about the quality of future versions, and their long-

term strategy and cost analysis can be defining factors that determine which model is the most 

appropriate for each customer.  

As previously highlighted, this study focuses on the SaaS-under-subscription model as the main 

competition of perpetual licensing. However, software vendors also offer “on-premise pay-per-

use” subscription models in either full or hybrid formats. These involve the same vendor 

offering additional licenses as subscription. Typically, vendors do not give customers the 

option to substitute licensing models. Figure 1 illustrates the typical software usage for an on 

premise subscription model, where customers pay for full software usage under a pay-per-use 

subscription model. 

 

 

 

Figure 1 - Full subscription model 

 

 

Figure 2 illustrates the typical usage for an on premise hybrid model, where the customer 

acquires a perpetual license and pays software maintenance for the minimum software usage 

or for the existing licensing and pays for peak consumption—possibly due to business 

growth—under a pay-per-use subscription model. 
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Figure 2 - Hybrid perpetual / subscription models 

 

 

In the “on-premise” scenario, pricing is a key motivating factor for adopting either a full 

subscription model or a hybrid licensing model, because unlike SaaS, the customer can forecast 

software usage in the long term, which means that the perpetual licensing model has a better 

TCO.  

 

 

 FINDINGS 

 

 

5.1 Consumer Strategies  

 

 

To illustrate the strategy choices available to Brazilian banks’ decision-makers when it is time 

to renew their software maintenance contracts, we used the two-period consumption model 

(ELLISON; FUDENBERG, 2000; FUDENBERG; TIROLE, 1998; ZHANG; SEIDMANN, 

2010). We focus on the path where the customer choses to “Buy Version 1” in Period 1 and in 

Period 2 has to decide whether to renew the software maintenance contract and Upgrade to 

Version 2 or Retain Version 1, as depicted in Figure 3. 
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Figure 3 - Consumer Strategies 

Source: (ZHANG; SEIDMANN, 2010) 

 

 

For the purpose of this study, we expanded Figure 3 based on the feedback from 

interviewees. Figure 4 reflects the full spectrum of options decision-makers have when it is 

time to renew software maintenance contracts. 

 

 

 

 

We assume that when the customer buys software version 1 in Period 1, it includes the right to 

software maintenance for the period. This means that the customer may upgrade to version 2 

 Figure 4 - Consumer Strategies Expanded 
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within Period 1 if version 2 is available prior to the end of Period 1. If, before the end of Period 

1, the software vendor offers the customer the option to renew the software maintenance 

contract and the customer accepts and realizes the software’s value, then they may either 

upgrade to version 2 or retain version 1. Depending on the software usage in Period 1, the 

quality of the software, and the customer’s current and future business needs, the customer may 

maintain, increase, or decrease the amount of software licenses for Period 2, which directly 

affects maintenance contract figures.  

Typically, customers try to avoid increasing the number of licenses. In fact, whenever possible 

they try to reduce it to cut costs. Well-known best practices in this area include review and 

customization of the default software configuration to maximize software usage, constantly 

monitoring of license usage in order to identify unused, underused or misused software using 

a software asset management tool, and regular contract reviews along with self-audits to avoid 

out-of-compliance situations (GREENGARD, 2014; MARQUIS, 2016).  
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5.2 Field survey  

 

Table 3 - Data Sources 

 

 

 

  

Industry Sector Ownership # of employees
Year of 

establishment

BANK A retail and commercial bank Private Publicly-Held 47135 in Brazil 1982 

International 

bank originally 

founded in 

1857 

BANK B retail banking, wholesale 

banking 

Private Publicly-Held 94,779 1945 

Brazilian Bank

BANK C banking and financial 

products and services to 

individuals, enterprises, and 

corporations and institutions

Private Publicly-Held 108,794 1943

Brazilian Bank

BANK D operates in the wholesale, 

retail, treasury, asset 

management and brokerage 

fields

Private Privately-Held 5,000+ 1988 

Brazilian Bank
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Table 4 - Overview of the key factors for Brazilian banks to invest in Software Maintenance Renewal 

 

 

 

All interviewees were unanimous in stating that they would rather stay with the current vendors 

and renew maintenance contracts, as long as the relationship is in good standing and the 

software is providing a positive return on investment and making a clear contribution to the 

business. This is because replacing vendors, in most cases, is extremely costly. Nevertheless, 

interviewees from BANK B, BANK C and BANK D pointed out that a newer, more innovative 

solution or much cheaper equivalent solution would be analyzed “at any point in time”, as they 

see it is part of their job to be alert to new opportunities to innovate or reduce costs. It is 

expected that the interviewee from BANK A is not as open to substitute currently running 

software due to Operations priority to minimize risk by introducing as few changes as possible 

to the production environment in order to avoid any unexpected downtime. Assessments of the 

extent to which licenses are used and of opportunities to customize software in order to 

maximize utilization and reduce the number of licenses needed are undertaken with the 

objective of cost reduction. Compliance is definitely a motivating factor for customers in the 

banking industry to renew their software licenses. “No software can be utilized as part of our 

operation without proper vendor support in place,” asserted the interviewee BANK B. The 

interviewees from BANK A and BANK B had strong opinions about maintenance license 

Interviewee 

Area of Focus
Criteria driving renewal Factors driving renewal

BANK A Operations Actively contributing to business operation Mission critical software

Vendor replacement is very costly

Hybrid licensing model offered 

Software evolution aligned with business needs

Compliance requirements

BANK B Development Actively contributing to business operation Positive Return on Investment

Software evolution aligned with business needs

Vendor replacement is very costly

Support Quality aligned with business needs

BANK C Development Actively contributing to business operation

Vendor brand name

Vendor's high score

Constant search for disruptive and/or comparable 

lower cost solution

Positive Return on Investment

Vendor replacement is very costly

Support Quality aligned with business needs

Software evolution aligned with business needs

Active vendor partnership/support in software 

utilization and inovation

BANK D Business Natively integrate with major third party software

Ability to influence software development roadmap

Well positioned in Gartner Magic Quadrant

Post sale support availability

Software roadmap aligned with future business 

needs

Speedy market trends / innovation 

implementation 

Vendor replacement is very costly
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renewal being overpriced for reasons such as (i) the bank not making use of the majority of 

new features on recent versions, (ii) the package not delivering on present or future business 

needs, and (iii) basically paying for a full license every four to five years when summing up 

annual maintenance fee (iv) some vendors rename their products when introducing major 

changes or improvements in order to commercialize them at higher prices as new products and 

therefore increase their revenue. The effort to upgrade software was a concern for BANK A 

and BANK B’s interviewees. According to them, traditional software vendors must find 

creative ways to make upgrades more automatic and effortless. Installing upgrades, which often 

have their implementation dates delayed in order for a higher priority business functionality to 

be implemented instead, takes time from key IT personnel, who could otherwise be working 

on improving applications to deliver on business needs.  

Although the banking industry tends to thrive in developing economies such as that of Brazil, 

cost reduction is always a goal for any Brazilian organization, regardless of the margins or 

profits realized. Our expectation was that the cost of software maintenance would be the 

primary factor on the decision-maker’s agenda when faced with a software maintenance 

renewal situation However, in different ways, all interviewees made it clear that having the 

software vendors work closely in partnership with them to make the best use of their software 

was the number one factor that motivated them to renew software maintenance contracts. Their 

recommendations for perpetual license software vendors were: (i) more frequent sales and 

technical post-sales visits, (ii) sharing of best practices, (iii) greater availability of specialists 

at key times during innovation initiatives, (iv) participate in key brainstorm meetings, and (v) 

anticipation of future trends.  

By nature, different departments have different concerns that affect their expectation of a 

software vendor’s behavior. A decision-maker from Operations is fully committed to perfect 

execution of the entire daily operation, optimal systems response time, and availability. 

Therefore, the introduction of any changes, such as software replacement, represents a risk of 

disrupting daily operations, so the less change the better, from their perspective. However, for 

a leader from the Data and Analytics department, the introduction of changes in tools and 

methodologies in search of the highest possible efficiency and quality is a constant. From 

another perspective, a leader from an Innovation department focuses on experimentation on the 

latest trends and technologies and is therefore always expecting the latest and most efficient 

products from software vendors, thus software evolution is their focus. 
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The interviewee from BANK D, a smaller bank, expressed deeper concerns about cost 

reduction compared with to BANK A, BANK B, BANK C which are bigger banks. 

Interviewees from BANK C and BANK D had the opinion that traditional software vendors 

were slow to implement new features, follow new trends, and integrate with new third-party 

software components that are currently published at an accelerated pace. It is understandable 

that customers want to have leading software vendors keep pace with market innovations. 

However, investing faster also typically raises costs, and leading firms often prefer to renew 

their competitive advantages at a slower pace in hypercompetitive industries in order to protect 

investors’ financial returns. This increases the probability of being displaced by a competitor 

(PACHECO-DE-ALMEIDA, 2010). 

 

 

 CONCLUSION 

 

 

The outcome of the interviews confirms what the software vendors’ financial results show on 

their annual reports, namely that software maintenance revenue is declining. From various 

perspectives, depending on the size of the bank and their target market, all interviewees 

highlighted the need for a new model. Across the board, interviewees were disposed to renew 

their software maintenance contracts with current software vendors. However, they voiced 

several concerns regarding high prices, the need for better quality, and the elevated effort 

required to keep software up-to-date, which takes the focus of key resources from the core 

business. Nevertheless, the clear message is that software vendors must excel in the areas of 

technical support and post-sale execution. Brazilian banks need software vendors to partner 

closely with them to help realize the value of new versions and to make sure the software 

continues to be used as part of their core business instead of replacing it. Perpetual license 

software vendors must work extremely hard to protect their installed base within the Brazilian 

banking sector. Building a strong selling center (JONES ET AL., 2005) and using technical, 

marketing, and back office resources is essential for success. Helping Brazilian banks to use 

new features in the most efficient way possible to maximize the benefits in relation to their 

business needs is crucial. This will avoid situations where banks have paid for new features 

through software maintenance but do not use them due to lack of knowledge of how to 

implement them. Technical support expertise and availability are other key factors that justify 
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the continued use and renewal of software maintenance contracts. Providing prompt access to 

knowledgeable resources remotely and onsite and displaying a high level of commitment when 

an emergency arises makes it harder for new entrants to compete. 

In hypercompetitive dynamic markets, leading firms are in constant competition with 

challengers that aggressively find new ways to destroy the competitive advantage of industry 

leaders (D’AVENI, 1994). 

The feedback collected from the influencers and decision-makers from the Brazilian banking 

industry contributes to the literature on hypercompetitive markets by incorporating input from 

the field and by suggesting how processes might be improved when building strategy to 

minimize endogenous competence erosion.  

 

 

6.1 Limitations and future research 

 

 

This study can be extended to obtain a more representative contribution by increasing the 

number of interviewees and extending participation to other industries, other regions of Brazil 

and other countries. This would produce a more global view of customer’s decision-making 

processes on whether to continue to invest in software maintenance, which, in turn, would 

provide a more complete resource for large global software vendors.  

Future research related to this study could examine how the transition from a perpetual-

licensing-plus-annual-maintenance-fee model to a SaaS pay-per-use model impacts upon the 

calculation and payment of sales commission. Instead of the former where customers pay a 

considerable upfront license fee, which is a major variable in the calculation of sales 

commission, with the SaaS model the cost of using a particular software is paid over time based 

on usage, which significantly distributes the payment of commission to sales personnel over a 

longer period. Future studies could also address how an incumbent vendor might mitigate the 

risk of customers switching vendors even when the current software is providing the expected 

result. Finally, more research could be conducted on why subscription-based software may cost 

more in the long run.  
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APPENDIX A – MICRO FOCUS: MAINTENANCE REVENUE 

 

 

Micro Focus is a software vendor that focus on managing mature infrastructure software assets. 

It reports its software maintenance revenue separately from other revenues, which suited the 

purpose of this study. Micro Focus reported a software maintenance revenue for 2017 that was 

higher than that for 2016. However, it did not achieve its projected revenue growth, which was 

4.5% less than expected. Lower than expected sales of new licenses negatively affected the 

result of software maintenance revenue (MICRO FOCUS, 2017). Micro Focus’s strategy is to 

acquire other companies, apply  effective product management, and improve sales productivity 

to delay a decline in software maintenance revenue.  

 

 

Table 5 - Micro Focus: Maintenance Revenue 

 

 

Source: (MICRO FOCUS, 2017) 

 

 

APPENDIX B – CA: MAINTENANCE AND SUBSCRIPTION REVENUE 

 

 

CA Technologies (CA) is a global software vendor that provides software solutions to complex 

enterprise environments based on three distinct but highly complementary operating segments: 

enterprise solutions, mainframe solutions, and services. In 2018, it reported a slight 

improvement in its maintenance and subscription revenue (see Figure 4 below). This was due 

to the generation of $53 million in subscription and maintenance revenue from an acquisition 

(CA, 2018). CA`s strategy is also to delay the effect of declining software maintenance revenue 

through acquisitions. 

 

 

Year ended 30 April 2017 

As reported Actual $m

Year ended 30 April 2016 

Pro-forma CCY $m

 Growth/ (Decline) 

%

Year ended 30 April 2016 

As reported Actual $m

Micro Focus 

Maintenance Revenue 
720.7 754.5 -4.50% 644.5
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Table 6 - CA Technologies: Maintenance and Subscription Revenue 

 

 
Source: (CA, 2018) 
 

 

APPENDIX C – ADOBE: SERVICES AND SUPPORT REVENUE 

 

 

Adobe reports a clear declining trend in services and support revenue, although its reported 

figures for this include training and consulting revenue. This declining revenue trend is not as 

serious as it is for Micro Focus and CA due to the fact that services and support revenue 

constitutes only 6% of its total revenue compared to 52% and 79% for Micro Focus and CA, 

respectively (ADOBE, 2017; CA, 2018; MICRO FOCUS, 2017). Furthermore, Adobe began 

to shift its licensing model to subscription in 2012, a strategy that created a different stream of 

recurring revenue, thus reduced the company’s dependency on software maintenance revenue 

(NURKKA; WALTL; ALEXY, 2017; SPRAGUE, 2015). 

 

 

Table 7 - Adobe: Services and Support Revenue 

 

 

Source: (ADOBE, 2017) 

Fiscal 

2017

Fiscal 

2016 

Fiscal 

2015

% Change 

2017-2016

Services and Support $460.90 $469.10 $446.50 -2%

Revenue (dollars in millions)


