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Abstract

The global IT outsourcing industry is undergoing rapid change as generative Al and large
language models (LLMs) alter client expectations. Increasingly, organizations seek
outcome-oriented, technology-driven partnerships rather than traditional developer placement
services. WDeyv, a mid-sized Ukrainian software firm, faces the challenge of adapting its business
model to this new environment. The current approach—providing developers on an hourly
basis—has become insufficient as clients prioritize integrated Al solutions and measurable
results. This research examines the strategic transformation necessary for WDev to align with
evolving market demands, drawing on established frameworks and critical analysis of
operational strengths and weaknesses.

The proposed strategy is structured around four interconnected pillars: developing
advanced Al and LLM capabilities; transforming sales and marketing through a consultative
paid-pilot model; optimizing operations and pricing through Al-augmented delivery; and
managing organizational change through career redesign and nudge-based adoption. The
transformation proceeds through three phases across 24 months with explicit decision gates at
Months 6 and 18.

Financial projections anticipate up to 30% revenue growth, increased project size, and
improved business resilience. Key risks include potential client attrition, geopolitical challenges
affecting Ukrainian operations, and the global scarcity of Al talent. The strategy incorporates risk
mitigation measures to address these issues and maintain client confidence.

The findings indicate that Ukraine’s highly qualified technical workforce, when combined

with applied Al expertise, is well-positioned to compete globally.
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Introduction

WDev is a medium-sized Ukrainian software development company registered in the
United States, employing 100-150 developers across Ukraine and the broader Eastern European
region. The company operates with a dual business model: a financially stable internal division
that creates proprietary FinTech products and provides specialized large language model services
for a UAE-based parent holding company, and an external division that offers outstaffing services
to a focused client base in the United States, Canada, the United Kingdom, and the Philippines,
with a sectoral focus on marketing technology, financial services, and healthcare. The internal
division has consistently maintained profitability throughout the company's history. In contrast,
the external division has not. Over the past two years, WDevV's leadership invested in dedicated
sales directors for the external division, aiming to grow the client base and achieve revenue
independence. However, both efforts failed to yield sustainable results. Understanding the
reasons why—and developing a credible path forward—is the main goal of this capstone project.

The instinct when faced with repeated sales failures is to look for execution problems:
the wrong hire, the wrong pitch, the wrong channel mix, or insufficient follow-up discipline.
WDevV's leadership considered all of these explanations. However, the analysis in this project
reveals that WDev's external division faces not one problem but two distinct and overlapping
challenges that require different interventions and different timelines.

The first is a commercial capability problem. WDev has operated without a dedicated
marketing function, a structured sales pipeline, or a measurable lead management process. The

two sales directors who were hired to address this gap were given a task — build a client



pipeline — without the institutional infrastructure, the qualified lead flow, or the value
proposition required to make that task achievable. This is a real and solvable problem: it requires
hiring the right sales profile, building the right sales process, configuring the right CRM, and
generating the right market signals. It is addressable in Months 1-6 and is the focus of Phase 1 of
the implementation roadmap.

The second is a value proposition problem. Even a fully capable sales function cannot
sustainably sell a product the market no longer wants at the rate it demands. WDev's external
division has been competing on a commodity proposition — developer placement at
competitive hourly rates — just as the market it serves began a structural shift toward
Al-augmented delivery teams that demonstrate measurable productivity outcomes and
participate in outcome-based pricing conversations. This is not fixable by improving the sales
process. It requires changing what WDev offers. It is the harder problem, takes longer to solve,
and is the strategic core of this project.

The two problems reinforce each other in a damaging way: a weak commercial capability
means the value proposition mismatch takes longer to surface and correct, while a mismatched
value proposition means even a capable sales function will hit a ceiling it cannot break through.
Addressing only one while ignoring the other produces partial improvement at best. The
transformation strategy is designed specifically to address both in parallel — commercial
capability in Pillar 2 (Sales and Marketing), value proposition in Pillar 1 (Al and LLM Capability) —

which is why both must advance together rather than sequentially.



The urgency of WDevV's situation is heightened by a specific organizational constraint.
The external division has been given a 24-month deadline to achieve financial independence.
Relying on the internal division's profitability to cross-subsidize is not sustainable long-term. This
time limit turns what could be a careful, multi-year repositioning into an immediate operational
necessity. The transformation must not only be strategically right but also feasible within
available resources and capable of delivering measurable commercial results on a shorter
timeline. This pressure isn't just a limit; it also helps clarify choices. A transformation strategy
that demands five years of investment before achieving commercial validation isn't feasible for
WDev. The plan must be phased, evidence-based, and designed to produce early proof points
that justify ongoing investments and foster internal confidence.

The central research problem this project addresses is straightforward: How should
WDev transform its external division's customer cooperation model to achieve sustainable
competitive differentiation and financial viability within 24 months, especially in a market where
Al capabilities are rapidly diminishing the commercial value of commodity developer placement?
This is not a question about which sales tools to use or how to optimize a LinkedIn outreach
sequence. It is about what WDev fundamentally offers, to whom, and why a client operating in a
competitive, Al-aware market should choose it over alternatives. The answer this project
develops is based on an asset WDev already has but has not yet fully commercialized: the
combination of high-qualification Ukrainian development talent and an established internal LLM
specialization, which together form the foundation for a credible and differentiated Al-enhanced

service offering.



The transformation strategy outlined in this project rests on four interconnected pillars.
The first is enhancing Al and LLM capabilities—translating WDev's internal expertise in
domain-specific model fine-tuning, retrieval-augmented generation, and multi-model
orchestration into standardized, market-ready service offerings that clients in FinTech and
healthcare can understand, evaluate, and purchase. The second is transforming sales
infrastructure—rebuilding the external division's commercial engine around automated lead
qualification, structured outbound sequences, and disciplined CRM management, utilizing
existing marketing tools like Apollo.io, LinkedlIn Helper, and Instantly.ai. The third and fourth is
optimizing resources and organizational processes —replacing the current manual, reactive
developer-client matching process, which causes bottlenecks and misalignments, with a
predictive, algorithm-driven system that boosts utilization rates and shortens the time from
client commitment to team deployment. These pillars are mutually reinforcing: stronger Al
capabilities support premium positioning and attract higher-quality leads; a more efficient sales
infrastructure converts these leads more effectively; and faster, more precise resource
deployment enhances client satisfaction and retention. None of these pillars is sufficient alone.
The transformation requires all four to progress together.

The study aims to achieve five interconnected objectives. The first is diagnostic: to
determine, through rigorous application of Porter's Five Forces, VRIO resource analysis, SWQOT,
PESTLE environmental scanning, and the Business Model Canvas, a clear, evidence-based
explanation of why WDevV's external division is underperforming and identifying the competitive

assets it has not yet harnessed. The second is strategic: to create a transformation roadmap that



convincingly repositions the external division's value proposition in its target markets. The third
is operational: to develop a phased implementation plan—covering a six-month pilot, a
twelve-month organizational rollout, and a six-month optimization phase—that aligns with
WDevV's actual financial and human resources. The fourth is financial: to build a model, based on
WDeV's historical billing data, that estimates the expected return on investment for the
transformation and verifies whether the 24-month self-sufficiency goal is attainable under
realistic assumptions. The fifth is risk-focused: to identify the main threats to successful
execution—including geopolitical disruptions to Ukrainian operations, client attrition during the
transition, a shortage of Al-specialized talent, and the risk of client expectation misalignment
regarding Al capabilities—and to propose concrete mitigation strategies for each.

The importance of this project is primarily practical rather than academic. WDev's
leadership needs a usable strategy, not just a theoretical framework, and this project aims to
provide one. Additionally, WDev's situation is not unique; the pressure on mid-sized Ukrainian IT
outsourcing firms—who must adapt their value propositions or face losing clients as Al shifts
client expectations—is felt across an industry that employs hundreds of thousands and
contributes billions of dollars annually to Ukraine's economy. The transformation framework
developed here is designed to be replicable: the diagnostic approach, the three-pillar strategy
structure, the phased implementation plan, and the financial modeling method are all applicable
to organizations of similar size and market pressures. The rest of this paper will follow a

sequence of review, methodology, strategic analysis, transformation strategy, implementation



plan, financial analysis, risk management, and conclusions, with each chapter building on the

analytical foundation established here.



Chapter 1. Literature Review

1.1. Evolution of B2B IT Outsourcing and Outstaffing Models

The IT outsourcing industry has experienced several distinct phases of evolution since it
became a formalized business practice in the 1980s. Lacity, Khan, and Willcocks (2009), in their
review of 164 empirical IT outsourcing studies, identified a progression from
transaction-cost-driven decisions toward increasingly strategic and relationship-oriented
engagements. Early outsourcing literature, rooted in Williamson’s (1985) transaction cost
economics, framed the outsource-or-insource decision primarily in terms of cost minimization
and asset specificity. This perspective explained the initial wave of offshore outsourcing to India
and, subsequently, to Eastern European countries including Ukraine, where the primary value
proposition was access to qualified technical labor at a fraction of Western market rates.

However, later research revealed that cost-focused outsourcing relationships frequently
underperformed expectations. Lacity, Willcocks, and Khan (2011) found that organizations
increasingly valued supplier capabilities, innovation, and strategic alignment over pure cost
savings. This shift is consistent with the resource-based view of the firm (Barney, 1991), which
suggests that sustainable competitive advantage derives from resources that are valuable, rare,
inimitable, and non-substitutable. When outsourcing providers compete only on labor cost, they
offer a resource that is neither rare nor inimitable—any firm with access to the same labor
market can replicate the offering. This theoretical lens is directly relevant to the outstaffing
model, where the service is, by definition, the provision of individual developers as

interchangeable units of labor.



The outstaffing model—also known as staff augmentation or dedicated team provision—
is a form of IT outsourcing in which the client retains direct management of remote developers
who are legally employed by the provider company (Carmel & Tjia, 2005). While this model
offers clients greater control and integration than project-based outsourcing, it creates a
structural vulnerability for the provider: revenue is directly proportional to the number of
developers billed, margins are compressed by competition, and clients’ switching costs are low.
As Oshri, Kotlarsky, and Willcocks (2015) observe, staff augmentation providers face persistent
pressure to commoditize unless they develop differentiated capabilities that extend beyond
headcount provision.

Recent industry analysis suggests that this pressure to commoditize is accelerating.
Deloitte’s 2024 Global Outsourcing Survey reported a fundamental shift in client motivations:
whereas 70% of companies cited cost savings as the primary outsourcing driver in 2020, this
figure fell to 34% by 2024, with access to specialized talent (42%) and improved quality and
performance (33%) now dominating client priorities (Deloitte, 2024). A parallel trend is the
emergence of outcome-based pricing models, in which compensation is tied to deliverables and
business results rather than to hours worked (Lacity & Willcocks, 2014). This transition has
profound implications for outstaffing firms: it demands not merely the supply of developers but
the delivery of measurable value—faster time-to-market, higher-quality outputs, and
demonstrable productivity advantages.

WDev’s current outstaffing model—billing approximately 80 developers to six clients at

an average margin of about $1,000 per developer per month—exemplifies the commodity end



of the outsourcing spectrum. The literature suggests that this position is increasingly
unsustainable as clients shift expectations toward value-based delivery. The persistent sales
failures documented in the study, where prospective clients demanded Al-augmented products
at commodity prices, provide empirical confirmation of this theoretical prediction. The strategic
imperative is clear: transition from a resource-provision model to what Oshri et al. (2015) term a
“transformational outsourcing” relationship, where the provider contributes domain expertise,
process innovation, and technological capability alongside development labor.
1.2. Artificial Intelligence and Software Development Productivity

The integration of generative Al tools into software development workflows represents
what Brynjolfsson, Li, and Raymond (2023) describe as a “general-purpose technology”
application with the potential to substantially alter the production function of knowledge work.
Unlike previous generations of developer tools, which primarily improved specific tasks (e.g.,
integrated development environments, version control systems), generative Al assistants such as
GitHub Copilot, Cursor, and Claude Code operate across the entire software development
lifecycle—from requirements analysis and code generation to testing, documentation, and
debugging.

Empirical evidence on productivity impacts is accumulating rapidly. Peng et al. (2023), in
a controlled experiment with 95 professional developers, found that those using GitHub Copilot
completed tasks 55.8% faster than the control group. A McKinsey research lab study involving
over 40 developers reported that code documentation could be completed in approximately half

the time, new code generation in nearly half the time, and code refactoring in approximately
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two-thirds of the time when using generative Al tools (McKinsey, 2023). A broader McKinsey
survey of approximately 300 publicly traded companies in 2025 found that top-performing
organizations achieved 16—-30% improvements in team productivity, time to market, and
customer experience, alongside 31-45% improvements in software quality, when Al was
embedded comprehensively across the product development lifecycle (McKinsey, 2025).
Importantly, this study found that top performers were six to seven times more likely than peers
to have scaled Al across four or more development use cases, suggesting that isolated tool
adoption yields limited returns while comprehensive integration produces compounding gains.

These findings carry high implications for the outstaffing industry’s fundamental
economics. If a developer augmented with Al tools can achieve 25-45% higher productivity on
specific tasks, the logical consequence—already observed in market behavior—is that clients will
demand smaller teams delivering equivalent or greater output. This aligns with what Davenport
and Kirby (2016) term “augmentation” rather than “automation”: Al does not replace
developers wholesale but amplifies the output of skilled individuals, shifting the optimal team
composition toward fewer, more senior professionals who can effectively orchestrate Al tools.
For outstaffing companies whose revenue scales linearly with headcount, this represents a
structural threat to the revenue model.

The literature also reveals that productivity gains are far from automatic. Ziegler et al.
(2024) found that developer experience and task complexity significantly moderate the
effectiveness of Al tools, with junior developers sometimes experiencing longer task execution

times using Al assistants for complex work. Harding (2024) reported that “code churn”—the
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percentage of code discarded within two weeks of being written—was projected to double in
2024, suggesting that faster code generation does not necessarily translate to higher-quality
outputs. These findings indicate that realizing Al’s productivity potential requires systematic
upskilling, quality assurance processes, and experienced developers capable of effectively
reviewing and integrating Al-generated code.

These productivity dynamics directly inform WDev’s transformation strategy in two
ways. First, the trend toward smaller, Al-augmented teams validates the shift from large
outstaffing engagements to what the company’s innovation management work terms “Intelligent
Development Teams” —smaller units with higher individual productivity and responsibility.
Second, the evidence that productivity gains require structured organizational enablement, not
merely tool adoption, creates a competitive opportunity: firms that can systematically train,
certify, and deploy Al-fluent developers offer measurably more value than companies, that
simply provide headcount with incidental Al tool access. WDeV’s specialized LLM team and
commitment to continuous Al upskilling represent initial steps in this direction.

1.3. The Ukrainian IT Industry: Competitive Position and Wartime Resilience

Ukraine’s emergence as a significant global IT outsourcing destination has been
documented in both industry reports and academic literature. By 2021, the Ukrainian IT sector
had reached $6.8 billion in service exports, reflecting a 36% growth from the previous year and
establishing the country as the leading IT outsourcing center in the Central and Eastern European
(CEE) region (IT Ukraine Association, 2024). The sector employed approximately

300,000-346,000 professionals as of late 2024, with IT services accounting for 37.4% of total
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Ukrainian service exports and contributing 3.4% to GDP (IT Ukraine Association, 2024; National
Bank of Ukraine, 2024). Ukraine’s competitive advantages have been extensively analyzed: a
strong STEM education infrastructure producing large numbers of engineers graduated annually,
cost structures 40-70% below Western European and North American equivalents, high English
proficiency among IT professionals (ranking 40th globally in the EF English Proficiency Index, with
B2 levels standard at top firms), cultural proximity to European and North American clients, and
a well-established remote work culture predating the COVID-19 pandemic (Demianchuk et al.,
2023).

The full-scale Russian invasion in February 2022 represented an unprecedented stress
test for the industry. Despite initial predictions of severe disruption, the Ukrainian IT sector
showed remarkable resilience. Industry data show that IT services were the country’s only
growing sector in 2022, and by 2024, export revenue reached $6.45 billion—approaching
pre-war peak levels (National Bank of Ukraine, 2024). This resilience has been attributed to
several factors: the industry’s inherently digital and decentralized operational model, effective
business continuity planning, rapid developer relocation both within Ukraine and to neighboring
countries, and strong client commitment sustained through transparent communication (IT
Ukraine Association, 2024). The Global Sourcing Association confirmed that its Ukrainian
member companies maintained operational continuity throughout the conflict (The Register,
2025).

However, the aggregate resilience narrative masks significant variation at the company

level, especially among small and mid-sized companies. While large firms such as EPAM Systems
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(with over 13,000 employees in Ukraine pre-war), SoftServe, and GloballLogic possess the scale,
geographic diversification, and brand recognition to absorb geopolitical shocks, smaller
outstaffing firms—typically employing 50-200 developers with limited client diversification and
minimal international brand presence—face more acute challenges. These firms, which
constitute the majority of Ukraine’s estimated 2,100-2,300 IT companies (IT Ukraine
Association, 2024), compete primarily on cost and personal relationships rather than
differentiated capabilities. Academic research on the specific challenges facing this “invisible
middle” of the Ukrainian IT ecosystem remains sparse, representing a gap that this capstone
addresses through its detailed case study of WDev.

A broader strategic trend relevant to WDev is the emerging consensus—among both
government policy-makers and industry leaders—that Ukraine’s IT sector must evolve beyond
outsourcing toward higher-value activities. The Ministry of Digital Transformation’s Digital
Innovation Development Strategy 2030 (WINWIN) explicitly targets the companies developing
their own products, Al capabilities, and innovation-driven services as priorities for the sector’s
next phase (Ministry of Digital Transformation of Ukraine, 2025). As of January 2024, 243
Ukrainian IT companies were working in the Al field, and 106 specialized specifically in Al
product development (digitalstate.gov.ua, 2025). This policy direction aligns with the academic
literature on value chain upgrading in global value chains, which suggests that service providers
in developing economies can move from low-value “captive” positions to higher-value

Ill

“relational” or “modular” positions through investment in proprietary capabilities, domain

specialization, and innovation capacity (Gereffi, Humphrey, & Sturgeon, 2005).
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WDev typifies the “invisible middle” of the Ukrainian IT landscape: a firm with genuine
technical capability and a decade of operational experience, but without the scale, brand, or
diversified revenue base of the industry’s leading players. The war-related challenges
documented in the Study—client losses due to Ukraine risk perceptions, the 50% workforce
reduction in 2022, and the subsequent multi-year rebuild—are representative of experiences
common across this segment. The strategic direction proposed in this capstone—leveraging Al
expertise to move up the value chain from commodity outstaffing to differentiated,
Al-augmented delivery—is consistent with both the academic literature on value chain
upgrading and the national strategic priorities articulated by Ukraine’s digital transformation
policy.

1.4. Organizational Transformation Frameworks for Al-Driven Change

The transformation WDev is undertaking—from commodity service provider to
Al-augmented delivery partner—constitutes what the organizational change literature terms
“second-order change”: a fundamental shift in the organization’s business model, competitive
positioning, and value creation logic, rather than incremental improvement to existing processes
(Meyer, Goes, & Brooks, 1993). This distinction is critical because it determines the type and
intensity of organizational interventions required.

Kotter’s (1996) eight-step model for leading organizational change remains the most
widely cited framework for managing large-scale transformations (Pollack & Pollack, 2015). The
model prescribes a sequential process: creating a sense of urgency, building a guiding coalition,

forming a strategic vision, communicating the vision, empowering broad-based action,
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generating short-term wins, consolidating gains, and anchoring new approaches in culture.
Applied to Al-driven transformation in IT services, the model offers valuable structural guidance.
The “sense of urgency” is created by the convergence of shifts in client expectations, competitive
pressure from Al-enabled firms, and declining margins on commodity outstaffing. The “guiding
coalition” must include both technical leaders who understand Al capabilities and commercial
leaders who can translate those capabilities into client value propositions.

However, Kotter’s model has been criticized for its assumption of linearity and top-down
control, which may be ill-suited to the pace and uncertainty of Al-driven transformation
(Carreno, 2024). In rapidly evolving technology environments, organizations frequently need to
execute multiple change steps simultaneously, iterate based on market feedback, and adapt
their vision as Al capabilities themselves evolve. Kotter’s (2014) later work in Accelerate partially
addressed this by introducing the concept of a “dual operating system” that runs traditional
hierarchical management alongside agile, network-based innovation—a structure that resonates
with WDevV’s dual business model (stable internal product division plus transforming external
division).

The ADKAR model (Hiatt, 2006) offers a complementary, individual-level perspective. By
structuring change readiness around five sequential elements—Awareness of the need for
change, Desire to participate, Knowledge of how to change, Ability to implement new skills, and
Reinforcement to sustain the change—ADKAR provides a diagnostic tool for identifying where
specific resistance occurs. In the context of WDev’s transformation, Awareness is established by

the documented sales failures and market pressure. Desire requires demonstrating to developers
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that Al augmentation enhances their professional value rather than threatening their positions.
Knowledge involves systematic training programs in Al tools, LLM orchestration, and client-facing
consulting skills. Ability requires practice through pilot projects. Reinforcement comes through
performance metrics and incentive realignment.

McKinsey’s (2025) research on change management in the age of generative Al provides
the most current empirical perspective on this topic. The study found that organizations
classified as “gen Al high performers” —those attributing at least 10% of EBITDA to generative
Al—were significantly more likely to invest in trust-enabling activities, employee training, and
“superuser” champion networks than lower performers. Critically, the research emphasizes that
Al transformation requires not merely technical adoption but a complete reconfiguration of
roles, processes, and incentives—a finding consistent with the sociotechnical systems
perspective (Trist, 1981) that effective technological change requires simultaneous attention to
both technical and social subsystems.

The organizational transformation literature indicates that WDev’s change effort must
operate on multiple levels simultaneously: structural (reshaping team compositions and service
offerings), commercial (rebuilding the sales model around value rather than headcount),
technical (systematically embedding Al tools and building proprietary capabilities), and
behavioral (managing developer and client resistance through evidence, training, and aligned
incentives). The author’s observation—that “classical frameworks stop being stable and useful
and need to be adapted” —aligns with the academic critique of linear change models. The

phased implementation approach adopted in Chapter 5 draws on Kotter’s structural logic while
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incorporating the iterative, evidence-based adaptation emphasized by agile transformation
methodologies and behavioral economics.

Several gaps in the existing literature merit attention. Academic research on Al’s impact
on outsourcing business models remains nascent; most productivity studies focus on individual
developer output rather than on the commercial and organizational implications for service
providers. The specific challenges facing mid-sized Eastern European IT outstaffing firms are
underrepresented in both outsourcing and Al adoption literature, which tends to focus either on
large multinational providers or on client-side Al implementation. Finally, there is limited
empirical work on how outstaffing companies can practically execute the transition from
commodity to value-based service delivery during a period of simultaneous technological
disruption and geopolitical instability. This capstone contributes to addressing these gaps

through its detailed case study of WDev’s transformation strategy and implementation.



18

Chapter 2. Methodology/Analytical Framework
2.1. Research Design and Approach

This project employs a single embedded case study design (YN, 2018), focusing on WDev
as the primary unit of analysis with the external outstaffing division as the embedded sub-unit.
The case study approach is appropriate for three reasons. First, the research question is
explanatory and prescriptive (“how can” rather than “how many”), favoring in-depth qualitative
analysis over statistical inference (Yin, 2018). Second, the phenomenon under study—an IT
outstaffing company’s transformation during simultaneous technological disruption and
geopolitical instability—cannot be meaningfully separated from its organizational, market, and
geopolitical context (Eisenhardt & Graebner, 2007). Third, the author’s position as a C-level
executive at WDev provides a level of internal access that would be impractical to obtain through
arms-length research, making this a case where practitioner research offers analytical
advantages over external investigation.

The research philosophy underpinning this project is pragmatism (Saunders, Lewis, &
Thornhill, 2016), which prioritizes practical outcomes and real-world applicability over
adherence to a single epistemological paradigm. This philosophical stance is consistent with the
project’s dual purpose: producing an academic deliverable that meets MBA capstone standards
while simultaneously creating a working strategic document that guides actual organizational
transformation. The pragmatist approach legitimizes the integration of quantitative data

(financial metrics, conversion rates, market statistics) with qualitative insight (management
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experience, client interaction patterns, organizational dynamics) without requiring artificial

separation of methods.

Methodological honesty note. This project does not claim primary research through

external surveys or structured interviews with third-party respondents. The analysis is grounded

in the author’s direct access to WDeV’s operational systems, financial data, and strategic

planning processes, supplemented by industry reports and academic literature. This approach is

academically justified: Eisenhardt (1989) explicitly notes that case studies drawing on internal

access and participant observation can produce theoretical and practical insights of equal or

greater value than those relying on external data collection, particularly in organizational

strategy research where contextual understanding is critical.

2.2. Data Sources

The analysis draws on four categories of data, summarized in Table 1.

Table 1. Data Sources and Their Applications.

Data Category

Specific Sources

Data Points

Application

Internal

operational data

Management

experience data

Pipedrive CRM, PeopleForce
HR, Jira/Confluence project
management, internal

financial reporting

Author’s direct observations
as a C-level executive;

strategic planning records;

Revenue, margins, client
count, bench rate, deal
pipeline, conversion rates,
employee distribution,
project allocation

Sales process details, client
negotiation patterns, war

impact response decisions,

SWQT, financial model,
sales analysis, operational

diagnostics

Problem diagnosis, client

expectations analysis, and
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Data Category

Specific Sources

Data Points

Application

Industry data

Academic

literature

sales process
documentation from two
sales director engagements
IT Ukraine Association
reports, National Bank of
Ukraine data,
Deloitte/McKinsey/Gartner
reports, Statista market
forecasts

Peer-reviewed journals and
books on outsourcing, Al
productivity, organizational
transformation, and

behavioral economics

and organizational

restructuring rationale

Market size, growth rates,
competitive benchmarks,
productivity metrics, pricing

trends

Theoretical frameworks,
empirical findings, validated

models

change management

assessment

PESTEL, Porter’s Five Forces,
benchmarking, market

sizing

Conceptual grounding,
framework selection,

analytical lens

A critical distinction should be noted regarding data precision. Some operational

metrics—such as the 1.8% lead conversion rate and an average deal size of $85,000—are
experience-based estimates based on the author’s management of the sales process rather than
precise CRM-calculated figures. These estimates are used transparently throughout the analysis,
and the financial model in Chapter 4 employs sensitivity analysis to account for the uncertainty
inherent in estimated rather than precisely measured inputs. Where data is proprietary and
cannot be disclosed in full (specifically, the internal product division’s financial details), this is

stated explicitly rather than obscured with fabricated numbers.
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2.3. Analytical Framework: Strategic Tools Applied to WDev

The analysis employs six established strategic frameworks, each selected for its specific
contribution to WDevV’s transformation challenge. Unlike a textbook survey of available tools,
this section explains why each framework were chosen and how it is applied in the WDev
context. The frameworks are organized from external environment analysis (macro to micro)
through internal assessment to strategy formulation.
2.3.1. PESTEL Analysis: Macro-Environmental Scanning

Purpose: To identify the external forces shaping WDev’s operating environment, with
attention to factors unique to a Ukrainian IT company serving Western markets during wartime.

Application: The PESTEL analysis examines six dimensions that specifically affect WDev’s
external environment: Political factors include the ongoing war in Ukraine and government IT
sector support through Diia.City tax incentives and geopolitical risk perceptions among Western
clients. Economic factors encompass the cost competitiveness of Ukrainian developers relative
to global alternatives, exchange-rate dynamics, and client-side budget pressures that drive
demand for Al efficiency. Social factors address the characteristics of the Ukrainian talent pool
(strength of STEM education, remote-work culture, 28.3% female representation in tech),
developer retention during wartime, and the cultural proximity advantage with Western clients.
Technological factors include the growing influence of Al tools in software development, the shift
toward smaller Al-augmented teams, and dependency risks associated with external Al
platforms. Environmental factors are of limited direct relevance but include energy infrastructure

disruptions that affect operational continuity. Legal factors include GDPR compliance
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requirements for European clients, Ukrainian IP protection frameworks, and the Diia.City legal
regime for IT companies.

Output: A prioritized PESTEL matrix (presented in Chapter 3) identifying the three to five
highest-impact external factors that the transformation strategy must address.

2.3.2. Porter’s Five Forces: Competitive Dynamics in IT Outstaffing

Purpose: To assess the competitiveness on the IT outstaffing market and identify WDev'’s
competitive vulnerabilities and potential differentiation levers.

Application: The Five Forces analysis is applied especially to the B2B IT outstaffing
segment rather than to the IT industry broadly. Rivalry among existing competitors examines the
fragmented landscape of 2,100-2,300 Ukrainian IT firms, most of which compete on cost with
limited differentiation. The threat of new entrants considers the low barriers to starting an
outstaffing firm (a contract, a few developers, and a LinkedIn presence) versus the higher
barriers to entering Al-augmented delivery (requiring genuine technical capability and
organizational maturity). The bargaining power of buyers examines how client expectations are
evolving from commodity developer provision to integrated Al capabilities, and why this gives
clients leverage over undifferentiated providers. The bargaining power of suppliers (developers)
is examined in light of the tight labor market for Al-qualified talent and the retention challenges
facing Ukrainian companies during wartime. The threat of substitutes evaluates Al coding tools
as a partial substitute for junior development labor and the growing viability of in-house Al

teams as an alternative to outsourcing.
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Output: A Five Forces diagram (presented in Chapter 3) with competitive intensity rated
for each force, identifying that WDev’s current commodity position faces high rivalry, high buyer
power, and increasing substitute threat—all of which the transformation strategy aims to
mitigate through differentiation.

2.3.3. SWOT Analysis: Internal Capabilities Assessment

Purpose: To diagnose WDeV’s internal strengths and weaknesses relative to its external
opportunities and threats, providing a foundation for the transformation strategy.

Application: The SWOT analysis is constructed from internal operational data rather than
generic industry observations. Strengths include a specialized LLM team, strong technical
capabilities in modern frameworks (Node.js, React, React Native), decade-long domain expertise
in fintech and healthcare, the financial backstop of a profitable internal product division, a
near-zero bench rate (demonstrating operational efficiency), and a 90% remote workforce
enabling geographic flexibility. Weaknesses include the critical sales capability gap (two failed
sales directors, ~1.8% conversion rate), dependency on a limited number of clients (six on the
beginning of the year), low margins (S1K/dev/month), absence of a dedicated marketing
function, cross-subsidy dependency masking external division’s true financial position, and
limited international brand presence. Opportunities and Threats are obtained from the PESTEL
and Five Forces analyses.

Output: A SWOT matrix (presented in Chapter 3) that directly maps into the four

transformation pillars: Al capability enhancement addresses opportunities, sales and marketing
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redesign addresses the primary weakness, operational optimization leverages existing strengths,
and organizational development mitigates change-related threats.
2.3.4. Business Model Canvas: Current vs. Target State Comparison

Purpose: To map WDevV’s current business model and visually contrast it with the target
business model post-transformation, making the strategic shift concrete and specific.

Application: The Business Model Canvas (Osterwalder & Pigneur, 2010) is constructed
twice—once for WDevV’s current outstaffing model and once for the target Al-augmented
delivery model—using the nine building blocks: customer segments, value propositions,
channels, customer relationships, revenue streams, key resources, key activities, key
partnerships, and cost structure. The side-by-side comparison makes explicit what changes in
each block. For example, the value proposition shifts from “dedicated developer teams at
competitive rates” to “Al-augmented intelligent delivery teams with domain expertise and
consultative capabilities.” The revenue streams shift from purely time-and-materials developer
billing toward a mix of outstaffing, project-based Al integration engagements, and consulting
fees. The customer relationships evolve from transactional team provision to ongoing strategic
partnerships centered on Al-driven productivity enhancement and client education.

Output: Two Business Model Canvas diagrams (presented in Chapter 3) with explicit
annotation of what changes in each block and why.
2.3.5. Financial Analysis Framework

Purpose: To evaluate the financial viability of the transformation strategy using WDev'’s

actual financial data.
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Application: The financial analysis (presented in full in Chapter 4) employs several
standard tools from managerial and financial accounting. Cost structure analysis decomposes
the external division’s operating costs into developer compensation, overhead
(S30-40K/month), sales expenditures, and cross-subsidies from the internal division. Revenue
modeling projects external division revenue under three scenarios (conservative, base,
optimistic), varying client acquisition rates, deal sizes, and margin improvements. NPV and
payback analysis evaluate the transformation investment against projected incremental revenue
using a discount rate appropriate for the Ukrainian IT sector. Break-even analysis identifies the
specific client and revenue thresholds at which the external division achieves financial
independence. Sensitivity analysis can assess the model’s robustness to variations in key
assumptions, using experience-based estimates rather than precise measurements.

Output: A comprehensive financial model (Chapter 4) with three scenario projections,
NPV/IRR calculations, break-even thresholds, and sensitivity charts.

2.3.6. Risk Assessment Framework

Purpose: To systematically identify, assess, and plan mitigation for risks associated with
the transformation.

Application: The risk assessment draws on the IT risk register methodology developed as
part of the Risk Management course deliverable. Risks are categorized across four dimensions:
strategic risks (market timing, competitive response, client adoption), operational risks (talent
retention, training effectiveness, service continuity during transition), financial risks (investment

payback, revenue gap during transition, exchange rate exposure), and geopolitical risks (war
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escalation, infrastructure disruption, talent migration). Each risk is assessed on a

probability-impact matrix and assigned specific mitigation measures. The risk register is a living

document that the author updates as part of WDev’s ongoing strategic management.

Output: A risk register (presented in Chapter 5) with probability-impact scoring,

mitigation strategies, and assigned ownership.

2.4. Integration of MBA Disciplines

A distinctive feature of this capstone is its deliberate integration of analytical

perspectives from multiple MBA disciplines studied at KSE Graduate Business School. Table 2

maps each relevant discipline to its specific contribution to the analysis.

Table 2. MBA Discipline Integrations

MBA Discipline

Contribution to Analysis

Applied In

Strategic Management

Financial & Managerial

Accounting

Strategic Sales & Marketing

Operations Management

SWOT, PESTEL, Porter’s Five Forces, competitive
positioning, strategic pillar design

Cost structure analysis, NPV/IRR calculations,
margin analysis, break-even modeling, scenario
projections

Sales process diagnosis, ICP refinement,
go-to-market redesign, lead conversion analysis,
value proposition development

Development productivity measurement, team
structure optimization, resource allocation,

zero-bench strategy

Chapters 2, 3

Chapter 4

Chapters 3,5

Chapters 3, 5



MBA Discipline Contribution to Analysis Applied In

Innovation Management Adjacent innovation framing (“Intelligent Chapter 3
Development Teams”), incubation approach
design, innovation adoption barriers
Risk Management Risk register construction, probability-impact Chapter 5
assessment, mitigation planning, geopolitical risk
analysis
Behavioral Economics Client decision-making analysis (prospect Chapters 1, 3
theory), organizational change resistance (status
quo bias), nudge-based adoption strategies
Leadership & People Change management approach, developer Chapters 3, 5
Management upskilling program design, team restructuring,
guiding coalition formation
Organizational Development Culture change assessment, dual operating Chapters 3,5
system (stable product + transforming
outstaffing), performance incentive redesign
Business Analytics for Data-driven decision framework for Pipedrive Chapters 3, 5
Management CRM optimization, lead scoring model, and

productivity dashboards

This cross-disciplinary integration reflects the reality that WDev’s transformation
challenge cannot be addressed through any single analytical lens. A purely financial analysis
would miss the dynamics of organizational change; a purely strategic framework would lack
financial grounding; a purely technological assessment would ignore the sales and marketing

dimensions that the Introduction identified as the main bottleneck.
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2.5. Methodological Limitations

Several methodological limits should be acknowledged. First, as a single-case study, the
conclusions are not statistically generalizable to all Ukrainian IT outstaffing firms. The
conclusions are analytically generalizable—meaning the frameworks and strategic logic may
transfer to firms in similar situations—but this claim rests on theoretical reasoning rather than
empirical replication (Yin, 2018). Second, the author’s dual role as researcher and executive
introduces potential confirmation bias; the analysis may favor strategies that align with decisions
already made. This risk is mitigated through explicit use of analytical frameworks, transparent
presentation of data limitations, and scenario analysis that includes unfavorable assumptions.
Third, certain operational metrics are experience-based estimates rather than precisely
calculated figures. Where this is the case, it is stated very clearly, and sensitivity analysis can test
the impact of estimate imprecision on strategic conclusions. Fourth, the internal product
division’s financial details remain proprietary, which limits the precision of cross-subsidy analysis;
this is acknowledged as a boundary of the analysis rather than hidden with approximations.

Despite these limitations, the methodology is appropriate for an applied management
capstone whose primary purpose is to produce an actionable transformation strategy for a

specific company, grounded in real data and supported by established academic frameworks.
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Chapter 3. WDev’s Transformation Strategy

Table 3 PESTEL Analysis
Factor Key Findings Strategic Implication
Political Ongoing war in Ukraine. Diia.City Proactive client communication

Economic

legal regime provides favorable tax
and IP framework. Geopolitical risk
perception among Western clients
requires proactive communication.
Netherlands entity under
consideration as EU operational
base.

Developer costs
($3,000-3,300/month) remain
40-70% lower than in the US/EU.
However, WDev’s own data shows
margin compression: 36% (2019) —
23.4% (2025) as costs rise faster

than billing rates. Clients face budget

essential. Netherlands entity
accelerates EU market entry
and reduces perceived

geopolitical risk.

Margin compression demands
model transformation. Rising
costs cannot be offset by rate
increases alone in commodity
outstaffing. Al-augmented
value proposition aligns with

client cost pressures.
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Factor Key Findings Strategic Implication
pressures and increasing demand for
efficiency.

Social 300,000+ Ukrainian IT professionals. A senior-heavy workforce is

Technological

Environmental

Strong STEM education. Wartime
talent challenges: migration, military
service. WDev’s workforce evolved
from mostly junior/mid to
predominantly mid+/senior over 7
years.

Highest-impact factor. Al tools
delivering 20-45% productivity
gains. WDev already observing
fundamental workflow shift:
developers moving from “how to
code” to “what to build and verify.”
Team sizes are shrinking
industry-wide.

Energy infrastructure disruptions

from military attacks. Remote-first

ideal for Al augmentation (Al
amplifies experienced
developers the most).
Retention critical; Al upskilling

as career growth lever.

Al simultaneously threatens
headcount revenue AND
creates a differentiation
opportunity. WDev must
position on the opportunity
side with proven, measurable

productivity improvements.

Business continuity planning
essential. Not a primary

strategic driver.



Factor Key Findings Strategic Implication

model and geographic distribution

mitigate risk.
Legal Critical finding: WDev lost a ISO certification is a
near-signed Northern European prerequisite for

healthcare client specifically because healthcare/enterprise

the company lacks ISO certification. expansion, not optional. Must

GDPR compliance is required for EU be prioritized in the

clients. implementation roadmap.
GDPR compliance capability
needed for Northern European

entry.

Priority factors: Technological (Al disruption), Economic (margin compression), are the
two highest-impact factors requiring immediate strategic response.
3.2. Porter’s Five Forces

Table 4. Porter’s Five Forces

Force Intensity WDev-Specific Analysis

Rivalry HIGH 2,100+ Ukrainian IT firms, most competing on cost.
WDevV'’s 8 active clients, spanning 80 developers,

represent a thin commercial base in a fragmented
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Force

Intensity

WDev-Specific Analysis

Buyer Power

New Entrants

Supplier Power

(developers)

HIGH

MODERATE-

HIGH

MODERATE-

HIGH

market. Most mid-sized competitors have not yet
differentiated through Al, creating a narrow window of
opportunity for first movers.

Clients can request to scale teams up or down (Client1:
51—29 devs in 8 months). Low switching costs for
commodity outstaffing. However, WDev’s longest
relationships (7+ years, 10—15 completed projects with
Clientl) demonstrate that deep domain knowledge and
strategic partnership create meaningful switching costs
that pure-play staffing cannot.

Low barriers for commodity outstaffing. Higher barriers

for Al-augmented delivery require certified teams,

proprietary methodologies, and operational maturity. ISO

certification further raises the bar for enterprise clients.
Rising developer costs visible in WDev data: cost per dev
from ~$2,800 (2019) to ~$3,300 (2025). Al-skilled
developers command a premium. Wartime emigration
reduces the available talent pool. Retention requires

interesting Al-augmented work, not just salary.



33

Force Intensity WDev-Specific Analysis
Substitutes MODERATE Al tools partially substitute junior dev labor. Client
(rising) in-housing possible but unlikely for most: WDev’s Client1

has chosen to deepen outsourcing (6—50+ devs over 7
years) rather than build internally. The Al orchestration
and consulting layer WDev provides is precisely what

clients lack the capability to replicate.

The transformation from commodity outstaffing to Al-augmented delivery directly
addresses four unfavorable forces: it differentiates against rivals, increases buyer switching costs
(through methodology and domain expertise), raises entry barriers (through Al certification and
ISO), and incorporates the substitute (Al) rather than competing against it.

Two problems, not one: a diagnostic clarification. The Porter's Five Forces analysis, read
alongside the margin compression data in Chapter 4 and the sales history documented in the
Introduction, reveals that WDev's underperformance has two distinct root causes that must be
treated separately. The first is a commercial capability deficit: the absence of a structured sales
function, marketing infrastructure, and lead management process. This problem is visible in the
1.8% lead conversion rate, the lack of any inbound pipeline, and the absence of case studies or
content marketing. It is a solvable operational problem. The second is a value proposition
mismatch: WDev has been selling commodity developer placement at the precise moment when

the market — as confirmed by the high buyer power and growing substitution threat identified
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above — has structurally shifted toward demanding Al-augmented outcomes, domain-specific
expertise, and measurable productivity improvement. This is a strategic problem that cannot be
solved by improving the sales process alone. The distinction matters analytically and
operationally. The four-pillar strategy in section 3.4 is designed with both problems explicitly in
scope: Pillar 2 addresses the commercial capability deficit directly; Pillar 1 addresses the value
proposition mismatch. Pillars 3 and 4 create the operational and organizational conditions that
allow both fixes to hold over time. A strategy that addressed only one problem — improving
sales without changing the product, or changing the product without rebuilding the sales
function — would produce only partial improvement and would likely fail to achieve financial
independence within 24 months.
3.3. SWOT Analysis

STRENGTHS: S1. Specialized LLM team (6 devs) — rare among mid-sized firms S2.
Senior-heavy workforce evolved over 7 years (junior ® mid+/senior), S3. Client1: 7+ years, 10-15
projects, strategic partner in marketing automation (see section 5.1.1 for the plan to convert this
personal relationship asset into replicable institutional trust signals) S4. A profitable internal
division provides a financial backstop S5. Near-zero bench via internal team flexibility S6. Deep
fintech domain expertise (internal trading platform) S7. Al workflow transformation already
underway: devs shifted from “how to code” to “what to build & verify” S8. Team members
already located in Northern Europe

WEAKNESSES: W1. Sales capability gap: 2 directors failed, ~1.8% conversion W2. Top 2

clients = 60% of revenue (high concentration) W3. Margin compression: 36% (2019) — 23.4%
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(2025) W4. No dedicated marketing function or thought leadership W5. No I1SO certification —
lost Northern EU healthcare deal W6. LLM team not yet integrated with external delivery teams
W?7. Limited international brand recognition W8. Cross-subsidy dependency masks true financial
viability

OPPORTUNITIES: O1. Al/ML services growing 32.4% annually 02. Clients want Al but
lack in-house expertise = consulting opportunity O3. Northern EU expansion via existing team
member presence 0O4. “1 dev = 2” proposition is quantifiable with internal data O5. Most
mid-sized competitors NOT yet transformed for Al O6. Healthcare and security verticals as
growth targets O7. BA role absorption deepens relationships + increases switching costs

THREATS: T1. War escalation: infrastructure, talent migration, risk perception T2. Client
scale-downs (Client1: 51—29 devs in 8 months) T3. Al platform dependency (OpenAl, Anthropic)
pricing/policy risk T4. Developer cost inflation compressing margins further T5. Larger firms
(EPAM, SoftServe) are entering the Al space with scale T6. Client in-housing trend for Al teams
T7. Transformation execution risk: too much change simultaneously.
3.4. The Four-Pillar Transformation Strategy

The diagnostic analyses converge on a single strategic conclusion: WDev must transform
from a commodity outstaffing provider into an Al-augmented delivery partner. The
transformation is organized around four interconnected pillars, each addressing specific findings
from the diagnostic analysis.

Pillar 1: Al Capability and Productivity Enhancement
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Strategic objective: Make the value proposition “Every WDev developer replaces two
conventional developers through Al orchestration expertise” operationally real, measurably
provable, and consistently reproducible across all client engagements.

Addresses: 01, 04, O5 (opportunities) | S1, S2, S7 (strengths to leverage) | T3, T4
(threats to mitigate)

Evidence that the transformation is already working:

WDev'’s development teams have already undergone a fundamental shift in workflow
that validates the strategic direction. Previously, developers spent significant time in grooming
sessions discussing how to implement tasks: researching technical approaches across multiple
sources, debating code conventions, and reviewing for stylistic consistency. With the systematic
integration of Al tools, the daily workflow has fundamentally changed. Developers now
concentrate on decision-making and quality verification rather than execution mechanics. The
typical workflow has evolved as follows:

o Before Al integration: Developer receives task — grooming discussion with PM and team
on implementation approach — Google research for technical solutions — manual
coding with attention to style, conventions, templates — manual review for typos,
missing template elements, convention violations — delivery.

e After Al integration: Developer receives task — focuses on precise technical formulation:
“What exactly needs to be done? What are the acceptance criteria?” — establishes

general coding rules and policies as reusable Al context — Al handles execution (code
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generation, formatting, template completion) — developer reviews output against

acceptance criteria and architectural requirements — delivery.

This shift represents the transition Davenport and Kirby (2016) describe from “doing” to
“deciding”: the developer’s role evolves from manual code production to technical judgment,
quality assurance, and architectural oversight. The reduction in time spent on repetitive tasks
(searching for solutions, formatting code, checking conventions) allows senior developers to
handle more complex work and manage larger scopes—which is the operational mechanism
behind the “1 developer = 2” value proposition.

Key initiatives:

¢ Formalize the Al-augmented workflow. Document the emerging workflow shift as the

“WDev Al Development Framework” —a standardized methodology that codifies coding

policies, Al prompt libraries, quality verification checklists, and acceptance criteria

templates. This framework becomes both an internal efficiency tool and a client-facing
differentiator.

¢ Integrate the LLM team as a center of excellence. The six-person LLM team currently
works on separate projects and has limited influence over the main delivery teams. This
represents an underutilized strategic asset (W6). The team should transition into an
internal capability center: developing reusable Al components for client projects;
creating proprietary orchestration tools that reduce single-platform dependency

(mitigating T3); training external developers; and providing Al solution consulting for

client engagements.
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¢ Implement a developer Al certification program. Three tiers: Level 1 (Al-assisted coding:
effective prompting, code review of Al output), Level 2 (Al orchestration: multi-tool
workflow management, automated testing, documentation generation), Level 3 (Al
solution architecture: designing Al-augmented systems for client business problems).
Certification becomes a visible differentiator in proposals.

e Build a productivity measurement system. Extend the existing Jira-based daily reporting
into a structured productivity dashboard that captures: tasks completed per sprint
(before/after Al baseline), code quality metrics, time-to-delivery comparisons, and
developer satisfaction scores. This data serves dual purposes: internal optimization and
client-facing proof for the value proposition.

Target metrics (12 months): 80%+ of external developers Al-certified (Level 1+).
Documented 25-40% productivity improvement on target task categories. The LLM team is
contributing to at least 3 external client engagements. Proprietary Al framework covering code
generation, testing, and documentation workflows.

The competitive logic underpinning this investment is formalized in the VRIO analysis
presented in section 3.6.

Pillar 2: Sales and Marketing Transformation

Strategic objective: Build a sustainable client acquisition engine that sells Al-augmented
delivery value, reducing client concentration from 60% (top 2) to below 40% within 24 months,

and at least doubling the total number of active clients.
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Addresses: W1, W2, W4, W5, W7 (all critical weaknesses) | 02, 03, 06 (key
opportunities)

Root cause analysis of sales failure:

As established in the diagnostic analysis above, WDeV's sales failures reflect two
overlapping but distinct problems — commercial capability and value proposition — each
requiring a different intervention. This pillar addresses the commercial capability dimension
directly. The first director (Ukraine-based) executed a competent B2B outreach operation: ICP
segmentation, 300-500 daily emails, structured pipeline from discovery calls through
commercial proposals. The second director (based in Poland) added face-to-face networking.
Both encountered the same market signal: prospective clients wanted Al-augmented products at
commodity outstaffing prices. One promising deal—a Northern European healthcare clinic
network—progressed through the full sales cycle but collapsed because WDev lacked ISO
certification, a basic requirement for enterprise healthcare clients. These experiences reveal
three structural issues rather than tactical failures: (a) the commodity outstaffing product did not
match what the market demands; (b) the volume cold outreach approach was mismatched with
a consultative, trust-based sale; and (c) compliance prerequisites (ISO) were missing for the
target segments.

Key initiatives:

¢ Reframe the value proposition. Stop selling “developers at $4,300/month.” Start selling:
“Al-augmented development teams that deliver the output of a team twice the size, with

domain expertise in fintech, marketing automation, and healthcare. For a premium rate
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that still saves you 30—-50% versus building internally.” This addresses the root cause: the
product was wrong, not the sales process.

Consultative sales model with proof-based selling. Replace volume outreach with a
five-step consultative approach: (1) Identify target companies through industry events,
referral networks, and targeted engagement; (2) Offer a free “Al Productivity
Assessment” analyzing the prospect’s development workflows; (3) Propose a specific
engagement with quantified productivity targets; (4) Execute a paid pilot (1-2
developers, 1-2 months) with measurable deliverables; (5) Expand based on proven
results. The pilot step is critical—it reduces buyer risk and creates the evidence that
drives expansion, mirroring Client1’s 7-year growth from 6 to 50+ developers across
10-15 projects.

Leverage the Client1 success story. Client1’s trajectory is WDev’s most powerful sales
asset. Over seven years, WDev grew from a small team of 6 developers to a strategic
partner with 40-50+ developers working across 10-15 completed projects, automating
the full pipeline from data collection and content generation to corporate deal closing.
This is not outstaffing—this is a strategic technology partnership. Document this journey
(with the client's permission) as a flagship case study that demonstrates the consultative
model’s value.

ISO certification as a market access prerequisite. The lost Northern European healthcare
deal demonstrates that ISO certification (ISO 27001 for information security, ISO 9001

for quality management) is not a “nice to have” but a gate requirement for enterprise
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clients in healthcare and financial services. Budget and timeline for ISO certification
must be included in the implementation roadmap as a priority action. This directly
enables expansion into the healthcare (06) and Northern European (03) markets.

¢ Northern European market entry. Leverage existing team members living in the
Netherlands and Scandinavia as initial market contacts. Establish a lightweight registered
entity. Target fintech (Amsterdam hub) and healthcare organizations. These markets
prioritize quality and innovation over pure cost, aligning with WDeV’s repositioned
offering. Post-ISO certification, the healthcare vertical becomes accessible—directly
addressing the identified opportunity (06).

¢ Client education as relationship deepening. Formalize the emerging practice of shared
daily Jira reports showing real-time progress and blockers, more precise task formulation
using Al-appropriate acceptance criteria, and absorption of business analysis
responsibilities from the client. Each of these practices increases the client’s dependency
on WDev’s methodology (not just headcount), raising switching costs and justifying
premium positioning.

¢ Content and thought leadership. Develop case studies, technical blog posts, and
conference participation. Position WDev leadership as domain experts in Al-augmented
development—not as service vendors. Target IT Arena, Web Summit, and Northern
European tech events.
The full plan for converting founder-led client relationships into institutional commercial

capability is detailed in section 5.1.1.
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Target metrics (24 months): 5+ new clients acquired. Client concentration (top 2)
reduced to <40% of revenue. Lead conversion rate improved to 4-5% (from ~1.8%). ISO 27001
certification achieved. Northern European entity established with at least 2 active clients. At
least 3 published case studies.

Pillar 3: Operational Excellence

Strategic objective: Optimize internal operations to support Al-augmented delivery,
improve margins from 23% toward 28-30%, and build the infrastructure for scalable growth.

Addresses: W3 (margins), W8 (data), S5 (lean operations)

Key initiatives:

e WDev Development Framework standardization. Codify the Al-augmented workflow
(Pillar 1) into a repeatable methodology applicable across all client engagements. This
includes: standardized coding policy libraries, Al prompt templates by task type, quality
verification checklists, and Jira-based daily progress reporting. The framework becomes
part of the client onboarding process and a key differentiator in proposals.

e Resource allocation optimization. Maintain the zero-bench strategy. When clients scale
down (as Client1 did in H2 2025: 51—29 devs), developers immediately redeploy to
other clients or contribute to the internal trading platform, maintaining utilization above
95%. Formalize the internal team as a flexible resource buffer with clear protocols for
redeployment.

e Margin improvement pathway. Two mechanisms: (a) Al-augmented engagements

command billing rates 15—25% above standard outstaffing ($5,000-5,500 vs. $4,300),
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reflecting the productivity premium that clients receive; (b) outcome-based pricing for
specific deliverables where WDev captures the Al productivity gains rather than passing
them entirely to clients as reduced headcount. Both approaches address the
margin-compression trend while aligning WDevV’s revenue with the value delivered
rather than hours billed.
e CRM and pipeline infrastructure. Optimize Pipedrive from basic contact tracking to a
structured sales pipeline with stage-specific conversion metrics, lead scoring, and
automated nurturing sequences. This provides the measurement infrastructure needed
to track the effectiveness of the sales transformation and address the data gap (W8).
Target metrics (24 months): Average margin improved to 28-30% (from 23.4%).
Developer utilization maintained above 95%. Al-augmented engagement rates established at
$5,000+ per dev/month. Standardized methodology documented and used in all client
proposals.

Pillar 4: Organizational Development

Strategic objective: Manage the human skills for transformation, ensuring developer
buy-in, skill development, and cultural alignment with the new strategy.

Addresses: T7 (execution risk) | behavioral economics insights from Chapter 1

Key initiatives:

e Urgency through data transparency. Share margin compression data (36%—23%) and

concentration risk (60% in top 2) with senior developers and team leads. Frame
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transformation as career investment: Al-augmented senior developers are the most
valuable and scarce resource in the market.

e Guiding coalition. Build transformation leadership beyond C-level: LLM team lead + 2—-3
senior developers who are early Al adopters + HR/operations lead. This coalition spans
technical credibility and organizational reach.

¢ Nudge-based adoption. Pre-configure Al tools in all development environments. Make
Al-assisted code review the default workflow. Celebrate early productivity improvements
publicly. Create internal knowledge-sharing channels for Al prompting techniques. This
approach (Thaler & Sunstein, 2008) reduces resistance more effectively than mandates.

e Career pathway redesign. Senior developers gain pathways to Al solution architect and
team lead roles. BA responsibilities absorbed from clients create new hybrid roles.
Performance metrics shift from hours billed to value delivered: tasks per sprint, quality
scores, Al proficiency, and client satisfaction.

Target metrics (24 months): 80%+ developer Al tool adoption. Staff turnover below 10%.
Internal satisfaction survey showing >70% positive sentiment toward transformation.
3.5. WDev's Target Value Proposition: A Precise Definition

A recurring challenge in repositioning a services firm is the risk of strategic ambiguity —
describing what the company does in terms broad enough to appeal to everyone, but too vague
to be compelling to anyone. To avoid this, WDeV's target value proposition must be defined with
the precision that would allow a salesperson to deliver it in 60 seconds and a client to

understand immediately whether it applies to their situation.
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WDevV's target value proposition is: domain-specific Al-augmented software delivery for
regulated industries. Each component of this definition is deliberate and non-interchangeable.

Domain-specific means that WDev's teams carry genuine working knowledge of FinTech
and Healthcare — the regulatory frameworks, data structures, compliance requirements, and
product logic specific to those industries. This is not a marketing claim. It is the result of over a
decade of continuous work in these verticals, including the 7-year relationship with Client 1. A
developer who has built FinTech payment flows and understands PSD2 or HIPAA compliance is
not interchangeable with a generalist developer, regardless of their technical skill level.

Al-augmented means that WDev's development teams operate within a formal Al
Development Framework — using verified Al-assisted coding workflows, documented prompt
libraries, and structured quality checklists — and that individual developers hold formal
certification in Al-assisted delivery methods. The key word is "augmented," not "automated."
WDev is not selling Al tools or Al products. It is selling human developer teams whose output
capacity and speed are measurably enhanced by systematic Al tool integration. The difference
matters to clients in regulated industries: they need accountable human judgment in the loop,
not opaque automated pipelines.

Software delivery means WDev operates as a delivery partner, not a staffing agency. The
output is working software, measurable sprint velocity, and documented productivity — not
filled headcount positions. This distinction is what makes outcome-based pricing possible and

what separates the target model from commodity outstaffing.
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The combination of these three elements — domain expertise, certified Al workflow,
and delivery orientation — is the precise product WDev sells. No single element is sufficient
alone. Domain expertise without Al augmentation is the current commodity position. Al tooling
without domain expertise is what any competitor can replicate in 12 months by buying GitHub
Copilot licenses. Delivery orientation without both is contractor placement. The three together,
in regulated industries, for clients who need Al adoption without abandoning human oversight,
represent a specific and defensible market position.

This definition also clarifies what WDev does not sell. WDev does not sell Al strategy
consulting, Al product development, or proprietary Al tools. It does not position itself as a
competitor to Accenture or McKinsey in the Al transformation advisory space. It sells
Al-augmented software delivery for clients who already know what they want to build and need
a technically excellent, domain-knowledgeable team to build it faster and more reliably than
in-house or commodity alternatives.

This clarity is operationally important. It defines which leads the sales function should
pursue (FinTech and Healthcare companies in the $10M-S$500M revenue range, building or
improving regulated software products, already aware of Al's potential but lacking in-house Al
delivery expertise). It defines what the certification program must certify for (domain-relevant Al
workflow, not generic prompt engineering). And it defines what the case studies in Phase 2 must
prove: not that WDev developers use Al tools, but that WDev teams delivered measurable

output improvements in a specific regulated domain context.
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According to the IT Ukraine Association's "Code of the Economy" research (2025),
Europe represents 51% of Ukraine's total IT export at $3.39 billion, with the United States
contributing 36% at $2.4 billion. Within the European market, FinTech and Healthcare — WDevV's
two target verticals — are among the highest-growth segments for IT services adoption, driven
by regulatory digitization mandates (PSD2, GDPR, MDR) that require specialized domain
knowledge precisely of the type WDev has accumulated. The same report confirms that
Ukraine's IT sector operated 2,243 companies in 2025, the overwhelming majority of which
compete in commodity outstaffing. The specific niche of domain-specific Al-augmented delivery
in regulated industries is not yet occupied by a clearly defined market leader at the mid-market
level, which represents WDev's primary strategic window.
3.6. Competitive Moat Analysis: VRIO Assessment

The VRIO framework, developed by Barney (1991) and extended by Barney and Hesterly
(2010), evaluates strategic resources across four dimensions: Value (does the resource help the
firm exploit opportunities or neutralize threats?), Rarity (is the resource controlled by few or no
competitors?), Imitability (is the resource costly or time-consuming to copy?), and Organization
(is the firm organized to capture the value of the resource?). A resource that scores positively
across all four dimensions constitutes a sustained competitive advantage. A resource that is
valuable but not rare provides competitive parity. A resource that is valuable and rare but easily

imitable provides only a temporary advantage.
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Resource Valuable?  Rare? Costly to Imitate?  Organization

Ready?

Competitive Implication

Al tooling (GitHub
No — any firm can

Copilot, Cursor, LLM Yes No Partially
subscribe within days

APIs)
Moderately
Moderate — 6-12
1ISO 27001 + 1SO 9001 — most No — not yet
Yes months, ~$30-50K
certification mid-sized UA obtained
investment
firms lack it
Yes — rare at
FinTech & Healthcare High — requires years  Yes —
this depth in
domain expertise (10+  Yes of continuous client embedded in
mid-sized UA
years) work, not purchasable  team
firms
Yes —
specialized
LLM team: High — requires
capability Partially — not
fine-tuning, RAG, 18-24 months to
Yes absent in yet externally
multi-model build from scratch;
most UA deployed
orchestration talent scarce
outstaffing
firms
Very high —
Combination: domain Very high — each
no known No — requires
expertise + LLM team element takes 1-3
Yes mid-market transformation
+ certified Al years; combination
UA to capture
workflow takes 3-5 years

competitor

Competitive parity only. Tooling
is a prerequisite, not a

differentiator

Temporary advantage; becomes
table stakes in 2-3 years as

adoption spreads

Sustained competitive

advantage in target verticals

Sustained advantage when
commercialized; currently

underutilized

Strongest potential moat;

currently unrealized
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Resource Valuable?  Rare? Costly to Imitate?  Organization =~ Competitive Implication
Ready?
combines all
three
Moderate — Moderate — requires
Consultative delivery No —
few UA firms sales capability and Temporary to sustained
model (paid pilot — Yes transformation
use this process design, ~12 depending on execution speed
expansion) objective
model months
Yes —
Founder's personal Very high — cannot Temporary; must be
non-transfera
network and client Yes be replicated by Yes — currently systematically transferred to

trust

ble personal

asset

competitors

institutional signals

* Note. Assessment reflects WDev's position as of 2025 and the projected 24-month

transformation horizon. Imitability ratings account for time and investment required by a

similarly-sized Ukrainian IT competitor starting from zero. Source: Author's assessment based on

operational data and IT Ukraine Association (2025).

The VRIO analysis produces three conclusions that directly inform the transformation

priorities.

First: Al tooling alone is not a moat and should never be presented as one. Any of the

2,243 Ukrainian IT companies identified in the IT Ukraine Association's 2025 market census can

activate a GitHub Copilot enterprise license within 48 hours. Claiming "we use Al tools" as a

differentiator is commercially counterproductive — it signals that the firm does not understand

its own market. The transformation strategy deliberately avoids positioning Al tooling as a
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standalone selling point. It positions it as an enabler of documented productivity outcomes,
which is what clients in regulated industries actually purchase.

Second: ISO certification is a market access requirement, not a sustainable differentiator.
The value of ISO certification is real — without it, WDev cannot participate in healthcare
enterprise RFPs in Northern Europe or meet procurement requirements of regulated financial
services clients. It belongs in the strategy. But it is moderately imitable within 12 months by any
competitor with $30,000-50,000 and organizational discipline. Within two to three years, ISO
certification will be table stakes for serious mid-market Ukrainian IT firms targeting European
regulated industries, just as English-language proficiency became table stakes over the previous
decade. WDev must obtain it quickly precisely because its value as a differentiator is
time-limited.

Third: the real moat is the combination of domain expertise and LLM capability, and its
strength depends entirely on how quickly WDev organizes to capture it. Neither element alone is
unique enough to be decisive. EPAM, SoftServe, and GlobalLogic have deeper domain expertise.
Several Al-focused boutiques have stronger raw LLM research capability. But among mid-market
Ukrainian IT firms serving FinTech and Healthcare clients in the S10M-5500M revenue range —
which is WDev's actual competitive arena — no identified competitor combines decade-long
regulated domain knowledge with an operational LLM team capable of fine-tuning, RAG
implementation, and multi-model orchestration. This combination, once formalized through the
certification program and deployed through the consultative sales model, requires three to five

years to replicate from zero. According to the IT Ukraine Association's "Code of the Economy"
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report (2025), Ukraine's IT sector currently operates 2,243 companies, the overwhelming
majority competing on cost with minimal differentiation. The mid-market niche of
domain-specific Al-augmented delivery for regulated industries is not yet occupied by a clearly
dominant player, which defines the window of opportunity.

The "Organization Ready?" column of the VRIO table is the most strategically important
column in the context of this project. The two resources with the highest sustained advantage
potential — the domain + LLM combination and the consultative delivery model — both score
"No" or "Partially" on organizational readiness. This is not a weakness in the analysis; it is the
precise justification for the transformation strategy. The resources exist. The organizational
structure to commercialize them does not yet exist. Building that structure — through the
certification program, the consultative sales model, the paid pilot mechanism, and the change
management plan — is exactly what the 24-month roadmap delivers. The transformation is not
creating a competitive advantage from scratch. It is organizing to capture an advantage that is

already present but currently unrealized.
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Figure 1 Ukraine IT sector export revenue vs. WDev external division revenue, 2019-2025

(IT Ukraine Association & NBU, 2025; WDev operational data).
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This conclusion also provides the financial model's premium pricing assumption with a
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developers use Al tools, but because they bring a combination of domain expertise, certified Al

workflow, and LLM delivery capability that a client cannot replicate by hiring a commodity team

and adding Al tool subscriptions. The premium compensates for years of accumulated domain

knowledge and LLM specialization that would cost the client far more to build internally or

source elsewhere.
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Figure 2 Gross margin comparison: WDev vs. EPAM Systems (UA large-cap benchmark),

2019-2025 (WDev operational data; EPAM Systems).
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3.7. The Al Productivity Premium: Evidence Base and Measurement Methodology

The claim that Al-augmented developers deliver meaningfully greater output per unit of

time is central to the financial model, the premium pricing assumption, and the value

proposition defined in section 3.5. The pre-defense committee feedback specifically challenged

this claim on four dimensions: whether it is real, measurable, consistent, and sustainable in the

foreseeable future. This section addresses each dimension directly.

Is the productivity gain real?
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The empirical evidence for Al-assisted productivity gains in software development is now
substantial, though it is task-specific rather than universal. The key studies, already cited in
section 1.2, produce the following task-level findings:

Peng et al. (2023), in a controlled experiment with 95 professional developers using
GitHub Copilot, found a 55.8% reduction in task completion time for a bounded coding task
(implementing an HTTP server in a specified language). This is the most widely cited finding in
the field, and also the most frequently misapplied: the task was new code generation in an
unfamiliar language — precisely the category where Al assistance provides the greatest relative
benefit. It does not generalize to all development work.

McKinsey (2023), across a study of over 40 developers, found that code documentation
could be completed approximately 50% faster, new code generation approximately 46% faster,
and code refactoring approximately 30% faster using generative Al tools. The McKinsey (2025)
survey of approximately 300 publicly traded companies found that top-performing organizations
— defined as those scaling Al across four or more development use cases simultaneously —
achieved 16—30% overall team productivity improvements and 31-45% improvements in
software quality metrics.

Ziegler et al. (2024), in a study of GitHub Copilot adoption across enterprise users
published in Communications of the ACM, found that developers reported completing tasks
faster and with less cognitive effort, but also identified a potential downside: Al-generated code,

when accepted without careful review, showed measurable increases in code churn — the rate
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at which recently written code is subsequently modified or deleted — which the authors
interpret as a code quality risk requiring active management.

Is the productivity gain measurable?

Yes — but only if the right measurement infrastructure is in place before Al tools are
adopted, so that a valid baseline exists for comparison. This is a methodological requirement
that most companies skip, which is why internal productivity improvement claims are frequently
anecdotal rather than evidenced. WDevV's approach to measurement is structured around four
specific metrics tracked in Jira:

Sprint velocity measures story points or task units completed per sprint per developer.
By capturing this metric for 2—3 sprints before Al tool formal adoption and continuously
thereafter, WDev can generate a before/after comparison that is client-presentable and
auditable.

Task completion time on standardized task categories (code generation, test writing,
documentation, code review) captures the task-level gains identified in the academic literature.
Standardized tasks allow cross-team and cross-client comparisons over time.

Code quality indicators — specifically pull request rejection rate, bug density per feature
delivered, and code churn rate (following Ziegler et al., 2024) — ensure that productivity gains
are not being achieved at the cost of quality degradation. This is essential for clients in regulated
industries (Healthcare, FinTech) where code quality failures carry regulatory and liability

consequences.
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Developer satisfaction scores, collected quarterly, track whether the Al workflow
transition is generating adoption fatigue or resistance, which is an early warning signal for the
organizational change management dimension of the transformation.

The productivity dashboard described in Pillar 3 (Operations Excellence) is specifically
designed to capture all four metrics. Phase 1 of the implementation roadmap (Months 1-6)
establishes baselines across all active teams before the formal Al certification program begins in
Month 5-6, ensuring that the baseline pre-dates the intervention.

Is the productivity gain consistent across task types?

No — and this is the most important qualification. The literature is consistent on this
point: Al-assisted productivity gains are task-dependent, not universal. Table 6 below maps task
categories against evidence-backed gain ranges and identifies the specific categories where
WDev can credibly claim productivity improvements to clients.

Table 6 Al Productivity Gain by Software Development Task Category

Task Category Evidence-bac  Key source Applicable Notes
ked gain to WDev?
range?
Peng et al.
New code
30-55% (2023); Yes — high  Largest and most consistent

generation (familiar
faster McKinsey volume gain category
language)
(2023)
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Task Category Evidence-bac  Key source Applicable Notes
ked gain to WDev?
range?
Test writing and QA 25-40% McKinsey Yes — high  High-value for regulated
automation faster (2023, 2025) volume clients requiring audit trails
Yes —
40-50% McKinsey Important for Healthcare
Code documentation medium
faster (2023) compliance documentation
volume
Yes —
Code refactoringand  25-35% McKinsey Valuable for legacy FinTech
medium
optimization faster (2023) system modernization
volume
No gain;
Code review of additional Ziegler et al. Yes — Senior developer review
Al-generated output  time (2024) mandatory  time must be budgeted
required
Requires human judgment;
System architecture Minimalto Davenport & Yes — low
Al provides research support
and design no gain Kirby (2016) volume
only
Client requirements Yes — Domain expertise is
Davenport &
analysis and domain  No gain medium irreplaceable; Al cannot
Kirby (2016)
judgment volume substitute
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Task Category Evidence-bac  Key source Applicable Notes

ked gain to WDev?

range?
Regulatory

Human accountability

compliance Author's Yes —

No gain required; Al tools increase
judgment (HIPAA, assessment mandatory

risk if misapplied
PSD2, GDPR)

* Note Gain ranges are drawn from Peng et al. (2023), McKinsey (2023, 2025), and
Ziegler et al. (2024). "Applicable to WDev" reflects whether the task category appears regularly
in WDev's FinTech and Healthcare client engagements based on operational data. Source:
Author's synthesis of cited literature and WDev operational assessment.

The table produces a precise and defensible formulation of the productivity claim:
WDevV's Al-augmented developers deliver measurably faster output on the high-volume, routine
coding and testing tasks that constitute the majority of sprint work in FinTech and Healthcare
software delivery — specifically new code generation, test writing, documentation, and
refactoring. The gain range, drawing on the best available evidence, is 25-50% on those task
categories. Given that these categories typically represent 55-65% of total sprint effort in typical
software delivery engagements, the aggregate team-level productivity uplift — including the
additional time required for Al output review and the unaffected time for architecture, domain
judgment, and compliance work — produces an estimated net team-level productivity

improvement of 20—35%.
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This is the correct and honest framing of the "one developer equals two" proposition. It
does not mean that a single developer literally replaces two in all circumstances. It means that a
team of six Al-augmented developers can complete the sprint output that previously required
eight developers in engagements where new code generation, testing, and documentation are
the dominant work categories. This is the claim WDev makes to clients in proposals and the
claim that the paid pilot mechanism is designed to validate empirically before any premium
pricing conversation.

Is the productivity gain sustainable in the foreseeable future?

The sustainability of Al-assisted productivity gains depends on two conditions: continued
improvement of the underlying Al models, and continued investment in developer proficiency to
use them effectively. Both conditions are currently favorable.

On the model side: GitHub Copilot, Cursor, Claude Code, and competing tools have
improved significantly in the 24 months between their initial release and the time of writing, and
the competitive dynamic between providers creates strong incentive for continued
improvement. The risk of model capability regression is low in the foreseeable future.

On the proficiency side: Ziegler et al. (2024) and the McKinsey (2025) survey both
confirm that productivity gains compound with experience. Developers who have used Al tools
for 612 months outperform newer adopters significantly, and organizations that scale Al across
multiple use cases simultaneously (as WDevV's certification program is designed to do)
outperform those with isolated adoption by a factor of six to seven. This creates a dynamic

where WDeV's productivity advantage relative to competitors who are just beginning adoption



60

widens over time, rather than eroding — provided the certification and measurement
infrastructure is maintained.

The one genuine sustainability risk is Al-generated code quality degradation (Harding,
2024; Ziegler et al., 2024). If developer review standards decline as Al adoption normalizes —
what might be called "automation complacency" — code quality metrics can deteriorate even as
speed metrics improve. WDev's mandatory code review policy for all Al-generated output,
formalized in the Al Development Framework, is the primary control against this risk. The code
quality indicators in the productivity dashboard (pull request rejection rate, bug density, code
churn) provide the early warning system.

In summary: the productivity premium is real on specific task categories, measurable
through structured Jira-based tracking, consistent within those task categories, and sustainable
provided proficiency investment and quality controls are maintained. The 20-35% net team-level
productivity improvement that forms the basis of the premium pricing assumption is grounded
in peer-reviewed and practitioner evidence, task-specifically bounded, and operationally
measurable through the infrastructure built in Phase 1 of the implementation roadmap.

3.8. Client Decision Criteria: Jobs-to-Be-Done Analysis

The preceding sections of Chapter 3 build the supply-side case for WDevV's
transformation: what will be offered (section 3.5), why it is difficult to replicate (section 3.6), and
why the productivity premium it promises is real (section 3.7). This section addresses the
demand side: what are WDevV's target clients actually trying to accomplish, what is preventing

them from accomplishing it with their current providers, and what would cause them to switch?
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These questions are addressed through the Jobs-to-Be-Done (JTBD) framework, which examines
purchasing decisions not as choices between products but as hires — clients "hire" a service to
do a specific job they cannot do themselves or cannot do as efficiently (Christensen, Hall, Dillon,
& Duncan, 2016).

The JTBD analysis presented here is based on three sources: the Deloitte Global
Outsourcing Survey (2024) for quantitative market-level data on buyer priorities; WDev's own
operational data, specifically the seven-year Clientl relationship and the lost Northern European
healthcare deal, as primary case evidence; and the author's direct experience in sales and client
management conversations. Formal JTBD interviews with prospective clients have not yet been
conducted. The hypotheses below are therefore treated as validated hypotheses for existing
relationships and preliminary hypotheses for target segments — to be tested and refined
through structured discovery calls during Phase 1 of the implementation roadmap, as described
in section 5.1.

3.8.1. JTBD Framework: Core Concepts Applied to IT Outsourcing

In the JTBD framework, a "job" is a problem or objective that arises in a specific context
and motivates a client to seek a solution. Jobs have three dimensions: functional (the practical
task to be accomplished), emotional (how the decision maker wants to feel), and social (how the
decision maker wants to be perceived by others). Understanding all three dimensions is
necessary to predict what will make a client switch providers — because switching decisions are

rarely driven by functional criteria alone (Christensen et al., 2016).
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In B2B IT outsourcing, the functional job is usually clearly stated: build or maintain a
specific software product or capability. The emotional and social dimensions are less often
examined but are frequently decisive. A CTO at a FinTech company does not just want working
software. They want to feel in control of delivery risk. They want to be seen by their board as
having made a sophisticated, forward-looking vendor choice. They want the vendor relationship
to reflect their own professional judgment positively. These emotional and social dimensions
explain why trust, transparency, and domain credibility — rather than cost alone — drive vendor
retention in long-term IT partnerships. They also explain why the paid pilot mechanism is
commercially effective: it reduces emotional risk (the CTO is not committing to a large unknown)
and social risk (if the pilot fails, the CTO can exit without having made a high-visibility
commitment to the board).

3.8.2. JTBD Analysis: WDev's Target Client Segments

Table 7 below presents the JTBD analysis for WDeV's three primary target client
segments. Each segment is characterized by its core functional job, the obstacles preventing
successful completion of that job with current solutions, the emotional and social job
dimensions, and the specific switching trigger — the condition under which a client in that

segment would consider replacing their current provider with WDev.
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FinTech Scaleup — US/UK

Healthcare Operator —

Dimension Client1 Profile (Validated) Northern Europe
(Hypothesis)
(Hypothesis)
$50-500M revenue, $10-200M revenue, $20-300M revenue, clinic
Company
marketing automation, payments/lending/wealtht  networks or MedTech,
profile

Functional job

Current

obstacles

North America

Build and continuously
improve Al-powered
marketing automation
pipeline (data — content
— deal flow) at speed,
without building large
internal team

Complexity of multi-model
Al orchestration exceeds
internal capability; needs
external team with Al and
marketing domain

expertise

ech, US or UK

Ship regulated financial
product features faster
than competitors without
proportional headcount
growth; embed Al to

reduce manual processing

Al tools available but team
lacks orchestration
expertise; commodity
teams lack FinTech
regulatory knowledge;

poor sprint predictability

Netherlands/Nordics
Digitize clinical workflows
and patient data
management; comply
with MDR/GDPR;
integrate Al diagnostics
without hiring Al

specialists internally

ISO and GDPR
compliance bars most
Ukrainian vendors; EU
vendors too expensive;

most Al vendors lack
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Dimension

Client1 Profile (Validated)

FinTech Scaleup — US/UK

(Hypothesis)

Healthcare Operator —
Northern Europe

(Hypothesis)

Emotional job

Social job

Current
"hired"

solution

Feel in control of a
complex, fast-moving
technical roadmap; trust
that the team understands
their business, not just

their code

Be seen as an innovative,
technically sophisticated
operator; have a vendor
relationship that reflects

sophisticated judgment

WDev (existing) —
consultative partnership

model

Feel confident delivery will
not slip; feel that Al
investment is producing

measurable ROI

Be seen by board/investors
as leveraging Al effectively;
not be caught having made
a costly outsourcing

mistake

Commodity outstaffing or
freelance platforms

(Upwork, Toptal)

healthcare domain
knowledge

Feel certain about
compliance; feel that Al
adoption is responsible,
not reckless; feel
protected from data
breach liability
Beseenasa
compliance-first
healthcare innovator;
demonstrate responsible
Al adoption to regulators
and patients
EU-based IT
consultancies (expensive)
or internal teams (slow to

build Al capability)



65

FinTech Scaleup — US/UK

Healthcare Operator —

Dimension Client1 Profile (Validated) Northern Europe
(Hypothesis)
(Hypothesis)
Not applicable — WDev is
Specific Al feature fails to ISO certification achieved
current provider. Retention
ship on time; competitor — immediately
risk: team productivity
demonstrates certified Al re-enables the lost
Switching decline, loss of domain
team that delivers healthcare deal
trigger knowledge through
measurably faster; conversation; Al
turnover, or competitor
productivity proof from productivity proofin
offering certified Al
WDev pilot regulated data context
delivery
ISO 27001 + 9001
Paid pilot with measurable
certification; GDPR
Ongoing: continuously sprint velocity
What WDev compliance capability;
deepening Al capability, improvement in FinTech
must prior Healthcare Al
expanding to new projects, context; Level 2+ certified
demonstrate delivery (at least 1
maintaining developers on the team;
to win reference case);

responsiveness

PSD2/payments domain

knowledge

Netherlands entity for

contract signing




66

3.8.3. The Switching Cost Asymmetry and Its Strategic Implication

The JTBD analysis reveals a structural asymmetry in WDeV's current commercial situation
that has direct implications for sales strategy. For existing clients — particularly Clientl — the
switching cost is high. The seven-year relationship has created deep institutional knowledge of
the client's architecture, data structures, business logic, and product roadmap. A new vendor
would require 3—-6 months of onboarding before reaching the productivity level WDev's team
delivers on day one. This switching cost advantage is exactly what the strategy deepens through
shared dashboards, absorbed BA roles, and the LLM team's involvement in client-specific Al
implementation. The stronger this advantage becomes, the more stable the revenue base that
funds the transformation.

For prospective clients, however, the switching cost logic runs in reverse. A prospective
client who currently uses a commodity provider has no established relationship with WDev.
Their perceived switching cost to WDev — the risk of trying an unknown vendor for a
business-critical function — is high. This is the precise friction the paid pilot mechanism is
designed to eliminate: by offering a bounded, low-commitment first engagement with
measurable deliverables, WDev converts a high-perceived-risk decision (replace my current
vendor) into a low-perceived-risk experiment (run a small test with WDev for two months). Once
the pilot produces documented productivity data, the emotional and social job dimensions are
satisfied simultaneously: the client has proof of technical capability, reduced delivery risk, and

evidence they can present to their board as a sophisticated vendor decision.
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3.8.4. Validation Plan: JTBD Discovery Interviews in Phase 1

The hypotheses in Table 7 for the FinTech scaleup and Healthcare operator profiles
require empirical validation before the sales strategy for those segments is finalized. Four to six
structured JTBD discovery interviews — not sales calls — are planned for Months 3-5 of Phase 1,
conducted by the incoming Sales Lead with the founder present. The interview guide covers: the
specific software delivery challenges the client is experiencing today; what they tried before and
why it was insufficient; how they evaluated their current provider; what would have to be
different for them to consider switching; and what a successful vendor relationship looks like to
them personally. Responses are synthesized into a validated ICP (Ideal Client Profile) for each
segment by Month 6, which feeds directly into the sales messaging, pilot proposal design, and
Phase 2 outreach strategy.

The interviews also serve a secondary purpose that the JTBD literature identifies as
critical for premium pricing: understanding the client's perception of the cost of their current
problem. A FinTech CTO whose Al feature delays are causing competitive losses is experiencing a
cost that may be measured in millions of dollars of missed revenue. A WDev engagement at
$5,000-5,500 per developer per month — if it accelerates delivery by 30% — represents a return
that vastly exceeds its cost. The JTBD interview surfaces this value framing from the client's own
language, which is far more persuasive in a sales conversation than any pricing justification

WDev could construct internally.
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Chapter 4. Financial Analysis
4.1. Current Financial Position
The financial analysis is based on 7 years of billing data from WDev’s largest client
(Client1), which accounts for approximately 30—35% of the external division's revenue. The
client-confirmed billing rates are representative of the division as a whole. Table 8 presents the
historical trajectory.

Table 8 External Division Financial History (extrapolated from Client1 data)

Year Avg Devs* Revenue* Margin* Margin % Bill/Dev/Mo Cost/Dev/Mo Key Event

2019 ~24 ~$0.8M ~$290K 36.0% $2,775 $1,775 Early growth
phase

2020 ~40 ~$1.2M ~$430K 37.1% $2,434 $1,532 COVID expansion

2021 ~84 ~$2.6M ~$890K 34.4% $2,558 $1,678 Pre-war peak

2022 ~92 ~$3.8M ~$970K 25.9% $3,393 $2,515 War: 35% team

cut on Client1

2023 ~83 ~$4.0M ~$970K 24.2% $4,008 $3,037 Recovery, rising
costs

2024 ~115 ~$5.8M ~$1.4M 23.6% $4,225 $3,229 Major Clientl
expansion

2025 ~115 ~$6.0M ~$1.4M 23.4% $4,366 $3,344 Client1 scales
down H2

* External division totals estimated using Client1 = 30—-35% share. Developer counts and
per-dev metrics are from actual Client1 data.

Key financials:
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e Revenue growth is strong: From ~$0.8M (2019) to ~$6.0M (2025), driven
primarily by team expansion rather than rate increases.

e Margin compression is the critical financial challenge: Margin declined from 36%
to 23.4% over six years. Developer costs nearly doubled ($1,775 ->
$3,344/month) while billing rates increased more slowly (52,775 -> $4,366). At
the current trajectory, margins will continue to compress as Ukrainian developer
salaries rise with market demand and inflation.

e Revenue per developer is growing: Billing rates increased 57% from $2,775 to
$4,366, indicating that WDev has been able to raise client rates. However, cost
increases (89%) outpace rate increases, resulting in a margin squeeze.

e Client concentration creates revenue volatility: Client1’s scale-down from 51 to
29 developers in H2 2025 directly impacts division revenue. With the top 2
clients at 60% of revenue, any single client decision has outsized financial
consequences.

4.2. Cost Structure Analysis

The external division’s cost structure has two main components: direct developer costs
and overhead.

Table 9 Cost Structure Breakdown (2025 baseline)

Cost Category Monthly Annual % of Revenue

Developer cost (fully loaded) $3,344/dev $40,128/dev 76.6%
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Cost Category Monthly

Annual

% of Revenue

Includes: salary, taxes,

benefits

Overhead $30,000-540,000
HR, management, office,

tools, admin

Developer margin $1,022/dev

Net margin (after overhead)

$360K-5480K

$12,264/dev

~$980K

~7%

23.4%

~16.3%

The cost structure reveals that developer compensation consumes over three-quarters

of revenue, leaving thin margins to cover overhead and generate profit. This structure explains

why the commodity outstaffing model produces limited returns: with costs rising and

competitive pressure constraining rate increases, the margin is squeezed from both sides. The

transformation strategy addresses this through two financial mechanisms: premium billing rates

for Al-augmented engagements (increasing the numerator) and Al-driven productivity

improvements that enable outcome-based pricing (decoupling revenue from headcount).

4.3. Transformation Investment Requirements

Table 10 details the investment required to execute the four-pillar strategy over 24

months.
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71

Investment Item Year 1 Year 2 Pillar

ISO 27001 + I1SO 9001 certification $40,000 $5,000 Sales enablement
Consulting, audit, implementation, and annual

maintenance

Al training and certification program $30,000 $15,000 Al capability
External courses, tool licenses, internal

program design

Marketing and content $60,000 $60,000 Sales & marketing
Case studies, blog, events, website redesign,

collateral

Consultative sales lead (hire) $84,000 $84,000 Sales & marketing
Experienced B2B sales professional, Al/tech

background

Netherlands entity setup $25,000 $10,000 Market expansion
Legal registration, local compliance,

operational setup

CRM/tools optimization $10,000 $5,000 Operations
Pipedrive configuration, integrations, and

dashboards

TOTAL $249,000 $179,000 $428,000 over 2

years




The total two-year investment of $428,000 represents approximately 7% of current
annual revenue and 44% of current annual net margin. This is a significant but manageable
commitment, particularly given that the internal product division provides a financial backstop
during the transition. The investment is weighted toward Year 1 (5249,000) when the
foundational capabilities (ISO certification, training program, initial marketing, sales hire) must
be established.

4.4. Three-Scenario Revenue Projection

The financial model projects external division performance under three scenarios over
24 months. All scenarios share the same baseline: 2025 actual performance ($6.0M revenue,
23.4% margin, ~80 billable developers, $4,366 billing rate, $3,344 developer cost).

Table 11 Revenue Projection Scenario Assumptions

Assumption Conservative Base Optimistic

New clients Year 1/ Year 2 2/3 3/4 5/5

Avg devs per new client 5 6 7

Premium rate engagements (%) 10% 30% 50%

Premium billing rate $5,000/dev/mo  $5,200/dev/mo  $5,500/dev/mo
Existing client retention 90% 95% 100%
Efficiency margin gain per dev SO +$100/mo +5200/mo

The conservative scenario assumes minimal impact from transformation: few new

clients, limited premium adoption, and no margin improvement from Al efficiency. The base
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scenario reflects the successful execution of the four-pillar strategy with moderate market

reception. The optimistic scenario assumes strong market response and rapid adoption of

Al-augmented services.

Table 12 Two-Year Financial Projections

Metric Conservative Base Optimistic
YEAR 1

Total developers ~90 ~98 ~115
Revenue $5.9M $6.7M $8.2M

Gross margin

Overhead + transformation
investment

Net margin

YEAR 2

Total developers
Revenue

Gross margin

Net margin

2-YEAR SUMMARY

Total net margin (2 years)

vs. baseline ($980K/yr x 2)

$1.42M (24.2%)

$669K

$751K

~105
$5.9M
$1.50M (25.2%)

$902K

$1.65M

—-$306K

$1.90M (28.4%)

$669K

$1.23M

~122
$7.7M
$2.53M (33.0%)

$1.94M

$3.17M

+$1.21M

$2.76M (33.8%)

$669K

$2.09M

~150
$10.6M
$4.44M (42.0%)

$3.85M

$5.94M

+$3.98M
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Metric Conservative Base Optimistic

Transformation ROI -72% 287% 940%

The conservative scenario shows a negative ROl because minimal new-client acquisition
and low premium adoption fail to offset the transformation investment. This scenario essentially
represents the cost of partial execution—investing in ISO, training, and a sales hire without
achieving meaningful commercial traction. The base scenario delivers strong positive returns
(287% ROI), driven by moderate client acquisition and 30% adoption of premium rates. The
optimistic scenario shows exceptional returns but requires aggressive client acquisition (10 new
clients in 2 years) and 50% premium penetration.

Critical point: Even the conservative scenario maintains a positive net margin
(5751K—=5902K/year). The external division remains profitable—the risk is not loss but rather
failing to improve on the current trajectory. The transformation investment does not jeopardize
the division’s viability; it gambles a moderate amount of capital on the potential for substantially
higher returns.

4.5. Break-Even Analysis: Financial Independence

The author’s central objective is financial independence for the external
division—meaning it generates sufficient margin to cover all overhead costs without
cross-subsidy from the internal product division. Table 13 shows the break-even developer

counts at different margin levels.
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Table 13 Break-Even Analysis (developers needed for financial independence)

$1,022/dev $1,200/dev $1,500/dev $1,856/dev
(current) (premium)
YEAR 1
Overhead $360K/yr (low) 29 devs 25 devs 20 devs 16 devs
Overhead $420K/yr (mid) 34 devs 29 devs 23 devs 19 devs
Overhead $480K/yr (high) 39 devs 33 devs 27 devs 22 devs
+ Transformation costs 55 devs 46 devs 37 devs 30 devs
($420K+$249K)

At current margin levels (51,022/dev/month), WDev needs only 34 developers to cover

overhead—well below its current ~80 developers. The external division is already financially

independent at the gross margin level. The cross-subsidy issue, if it exists, relates to periods of

client scale-down (such as Client1’s H2 2025 reduction) or to overhead costs exceeding

estimates. At premium rates ($5,200/dev, yielding $1,856/dev margin), break-even drops to just

19 developers—meaning WDev could serve fewer clients with smaller, higher-margin

Al-augmented teams and still be profitable.

This finding reframes the transformation’s financial rationale. The external division is not

loss-making; it is margin-constrained and concentration-vulnerable. The transformation

addresses both: premium pricing improves margins, and client diversification reduces

concentration risk. The break-even analysis confirms that even if the external team shrinks (as
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industry trends suggest—smaller, Al-augmented teams), profitability can be maintained or
improved by raising per-developer margins.
4.6. NPV and Payback Analysis

The NPV (Net Present Value) analysis evaluates the transformation investment using a
15% discount rate, appropriate for a Ukrainian IT company, given country risk and industry

volatility. Cash flows represent the incremental margin generated by the transformation relative

to the
Table 14 NPV Analysis (Base Scenario)
Year 1 Year 2 Year 3 Years 4-5

Transformation investment ($249,000) ($179,000) — —
Incremental margin vs. $200,000 $450,000 $600,000 $650-700K/yr
baseline
Net incremental cash flow (549,000) $271,000 $600,000 $650—700K/yr
Cumulative (549,000) $222,000 $822,000 S2.1M+

e 5-year NPV (base scenario): ~$1.38M at 15% discount rate. The transformation
creates significant value above and beyond the investment cost.

e Payback period: ~18 months. The investment is recovered during Year 2 as
premium-rate adoption and new-client revenue accumulate. This is within the
standard 24-month payback threshold typically used for strategic investments in

IT services.
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e Even at 20% discount rate, the NPV remains positive (~$1.1M), demonstrating
robustness against higher risk premiums.
4.7. Sensitivity Analysis
Figure 3 illustrates these sensitivities visually.
Figure 3 Sensitivity of Year 2 net margin to key variables (tornado chart), base scenario.

Each bar shows the net margin outcome when a single variable changes +20%, holding all others
constant. Sorted by total impact range. Source: Author's financial model.

Base case: $1.94M

Largest impact: $0.71M swing
Downside: -$0.53M
Upside: +$0.1BM

B -20% scenario (downside)
Existing client retention $1. 41M -$0.53M e LBLLUN  mmm --20% scenario (upside)
— = Base case: $1.94M
New client achiSition shasm A
1
1
Premium rate adoption sroeam .
Developer cost inflation $1.78M $2.10M

$1.10M $1.30M $1.50M $1. 70P $1 90 $2 ll)[ $2.30M $2.50M

Given that several inputs are experience-based estimates, sensitivity analysis tests which
variables most affect the financial outcome.

Key points: Existing client retention is the highest-sensitivity variable. A 20% reduction in
retention (losing more existing revenue than expected) drops net margin by $530K—more than
any other variable. This validates the strategic priority of deepening client relationships (Pillar 2:

client education, shared dashboards, BA role absorption) as both a growth and a risk-mitigation
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strategy. Developer cost inflation is the second-highest risk, underscoring the urgency of the

premium-pricing transition.

The phase gate decision framework in Chapter 5 provides the specific trigger conditions

and response protocols for each underperformance scenario, preventing further investment

commitment before foundational conditions are validated.

4.8. Financial Conclusions

The financial analysis yields five conclusions that directly inform the transformation

strategy and implementation roadmap:

The transformation is financially viable. At a total investment of $428,000 over
two years, the base scenario delivers 287% ROl and an 18-month payback. Even
the conservative scenario maintains profitability—the risk is underperformance,
not loss.

The external division is already profitable at the gross margin level, needing only
34 developers to cover overhead. The “financial independence” objective is
achievable and, in many months, may already be met. The core challenge is
margin quality and revenue stability, not survival.

Margin compression is the most urgent financial problem. Developer costs
nearly doubled, while per-developer margins remained flat at ~$1,000. Without
intervention, this trend will erode profitability regardless of revenue growth.
Premium pricing through Al-augmented services is the primary corrective

mechanism.
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Client concentration creates unacceptable revenue volatility. Client1’s H2 2025
scale-down demonstrates how a single client decision can reduce revenue by
25-30% within months. Diversification to 10+ clients with no single client
exceeding 20% is a financial necessity, not just a strategic preference.

Client retention is the highest-sensitivity financial variable. The consultative
deepening strategy (shared dashboards, BA role absorption, Al capability
enhancement) is not just a commercial initiative—it is the single most important

financial risk mitigation measure.
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Chapter 5. Discussion and recommendations
5.1. Phase 1: Foundation (Months 1-6)
The objective is to establish the organizational, commercial, and technical foundations
required for the transformation. Budget: $113,000.

Table 15 Phase 1 Deliverables

Pillar Action Owner Budget Deadline
Al Capability Document WDev Al LLM Team $5,000 Month 3
Development Framework: Lead

codify the before/after
workflow shift, create
standardized coding policy
libraries, Al prompt

templates, and quality

checklists
Design 3-tier Al certification LLM Team $15,000 Month 4
program (L1: Al-assisted Lead + HR

coding, L2: Al orchestration,

L3: Al solution architecture)
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Pillar Action Owner Budget Deadline

Begin Level 1 certification HR $10,000 Month 5-6

training for all external

developers
Sales & Hire consultative sales lead CEO/CO0 $42,000 (6mo) Month 2
Marketing (B2B tech sales experience,

Al/IT background)

Initiate ISO 27001 + ISO 9001 COO $20,000 Month 1-6

certification process (gap

analysis, remediation

planning)
Redesign website Sales Lead + $8,000 Month 4
positioning: from Marketing

“outstaffing” to
“Al-augmented delivery
partner.”
Develop Client1 flagship case Sales Lead $3,000 Month 5
study (7-year partnership,
10-15 projects)
Operations Configure Pipedrive: Sales Lead + $5,000 Month 3

structured pipeline stages, Coo
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Pillar

Action Owner

Budget

Deadline

Org

Development

lead scoring, conversion

tracking, automated

sequences

Implement productivity Operations
dashboards in Jira: sprint Lead
velocity tracking,

before/after Al baseline,

daily reports per team

Share transformation vision CEO/CO0
with team leads: present

margin data, client

concentration risk, and Al

opportunity. Build a guiding

coalition.

Launch internal Al LLM Team
knowledge-sharing channel; Lead
allocate 10-20% of

developer time for Al

experimentation

$3,000

$2,000

Month 4

Month 1-2

Month 2
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Pillar Action Owner Budget Deadline
PHASE 1 $113,000
TOTAL

5.1.1. Commercial Transition: From Founder-Led to Institution-Led Sales

One of the most strategically significant risks in WDev's commercial transformation is
one that the standard sales process redesign does not automatically address: the fact that
WDevV's existing client relationships and new business pipeline currently depend heavily on the
founder's personal credibility, domain expertise, and network — not on a repeatable
institutional sales process. This is not a flaw in WDeV's history. It is the natural and rational result
of how successful boutique IT firms grow: the founder's judgment, relationships, and technical
reputation are genuine competitive assets that create the trust required for clients to commit to
multi-year, multi-developer engagements. Clientl's seven-year partnership and growth from six
to over fifty developers is, in substantial part, a reflection of that personal trust — in the
founder's technical judgment, in their domain expertise in FinTech, and in their responsiveness
and accountability as a business partner.

The strategic problem is not that this trust exists. It is that it does not yet transfer. The
two sales directors who were hired to grow the external division both operated without access
to the founder's relationship depth, domain credibility, or ability to have technical conversations
at the level clients expected. They could execute a sales process. They could not replicate the

trust signals that the founder generates naturally. This is not a criticism of either hire — itis a
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structural gap in the commercial model that no sales hire can close without a deliberate,
managed transition.

The transition plan has three components, all of which begin in Phase 1.

Component 1: Structured account knowledge transfer (Months 1-3).

For each of WDeV's six existing clients, the founder conducts a structured account
briefing session with the incoming Sales Lead. Each session covers: the full relationship history
(how the client was acquired, key decisions and inflection points, what almost went wrong and
how it was resolved); the client's technical and business context (what they are building, what
they care about, what their internal politics are); the key contacts and their individual trust
profiles (who makes decisions, who influences them, who the founder has personal rapport
with); and the specific language and framing that resonates with each client (some value
technical depth, some value commercial outcomes, some are relationship-oriented, some are
transactional). The output of each session is a structured account brief stored in Pipedrive — a
living document that the Sales Lead maintains and updates after every client interaction. By
Month 3, all six accounts must have complete briefs.

Component 2: Joint client engagement during transition (Months 2-9).

For new business conversations and for any existing client conversation where
relationship depth is required, the founder and Sales Lead attend together for a defined
transition period — Months 2-9 of Phase 1 and into Phase 2. The explicit purpose is not for the
founder to close deals, but for the Sales Lead to observe how the founder builds rapport,

handles technical objections, and demonstrates domain credibility — and progressively to take
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the lead in those conversations while the founder is present as a backstop. By Month 9, the Sales
Lead should be able to lead the majority of client calls independently, with the founder available
for escalation but not required for routine engagement management.

This joint engagement model directly addresses a critical question raised during the
pre-defense review: why do clients trust the founder but not the sales directors? The question is
not just analytically interesting — it has direct operational implications. The founder's trust
signals include: deep technical knowledge of the client's domain (FinTech payment flows,
Healthcare data architecture); accountability at the executive level (clients know the founder is
personally responsible if something goes wrong); long-term orientation (the founder's behavior
signals that WDev is investing in the relationship, not extracting from it); and candor (the
founder tells clients uncomfortable truths about timeline or scope when necessary, which builds
trust more than managed optimism). All four of these can be institutionalized — but they require
deliberate design, not just a handover.

Component 3: Institutional trust signals to replace personal trust for new clients
(Months 3-18).

For clients who have no existing relationship with the founder, personal trust cannot be
the starting point. The transformation strategy must therefore build institutional trust signals
that function for clients who are encountering WDev for the first time through the new
consultative sales process. Five institutional signals replace or supplement the founder's

personal credibility:
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ISO 27001 and ISO 9001 certification — signals that WDev operates to internationally
verified quality and security standards. For regulated industry clients in Healthcare and FinTech,
this is often a procurement requirement; when it is not a requirement, it functions as a
credibility marker that most competitors lack.

The Clientl case study — a documented, structured account of a seven-year
engagement that grew from six to over fifty developers across ten to fifteen projects, with
specific productivity metrics and outcomes. This converts the founder's most powerful
relationship asset into a replicable sales tool that does not require the founder in the room.

Paid pilot mechanism — the paid pilot is structurally designed to address the trust gap
for new clients. A client who does not know WDev does not need to trust them before
committing to a large engagement; they only need to be willing to run a small, bounded test.
The pilot generates the direct experience and outcome data that builds trust faster and more
reliably than any sales conversation.

Client testimonials and references — beginning in Phase 2, actively collect written
testimonials and reference contacts from existing satisfied clients, including Client1 (with their
permission). A prospective client speaking to a Client1 contact hears the founder's track record
from a peer they trust more than any sales material.

Productivity dashboards as ongoing trust infrastructure — the shared Jira dashboards
that provide clients with real-time visibility into sprint velocity and Al-assisted output are not
primarily a sales tool. They are an ongoing relationship management tool that maintains client

trust between deals by making WDev's delivery transparent and measurable. The founder
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provide a scalable institutional equivalent.

Table 16 below summarizes the transition plan with owners and timelines.

Table 16 Commercial Trust Transition Plan: From Founder-Led to Institution-Led
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Trust Signal Current State Target State (Month 24) Key Actions Owner Timeline
(Month 0)
6 account briefing
In founder's Structured account
Client sessions, briefs CEO + Sales Month
memory and briefs in Pipedrive for all
knowledge written and Lead 1-3
relationships clients
maintained
Joint calls Months
New client Sales Lead-led, founder CEO + Sales Month
Founder-led 2-9; progressive
calls available for escalation Lead 2-9
handover
ISO ISO 27001 + 9001 Gap analysis — Month
None COO
certification certified remediation — audit 1-10
Client case Published Client1 case Draft, client
Informal Sales Lead Month 5
study study with metrics approval, publish
Standard first Process
Paid pilot Month
Not formalized engagement for allnew  documented; first Sales Lead
mechanism 6-12

clients

pilot closed



88

Trust Signal Current State Target State (Month 24) Key Actions Owner Timeline
(Month 0)
Client Informal 3+ written testimonials,  Systematic collection Month
Sales Lead
testimonials  word-of-mouth 2+ reference contacts from existing clients 9-18
Rollout with
Productivity Partial (some Standard for all active COO + Ops Month
Operations Lead
dashboards clients) engagements Lead 4-8
support
Founder Required for Available for escalation Deliberate reduction Month
CEO
involvement  most decisions and strategic deals by Month 9 2-18

* All actions in this table are included in the Phase 1 and Phase 2 budgets already

specified in Tables 15 (Phase 1 Deliverables) and 18 (Phase 2 Deliverables). No additional budget

is required. Source: Author's operational assessment.

The founder's domain expertise, personal network, and executive credibility will remain

important assets — particularly for senior-level new business conversations and for managing

the most strategically important existing relationships. What changes is the default: by Month

18, the Sales Lead manages the commercial pipeline independently, and the founder's

involvement is a selective amplifier rather than a structural requirement. This is the

The transition described above is not a removal of the founder from commercial activity.

organizational condition required for WDev's commercial function to scale beyond the founder's

personal bandwidth — which is the binding constraint on the external division's growth at its

current stage.
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Before any Phase 2 investment is committed, the Transformation Steering Committee
conducts a formal gate review. The review uses the following criteria, each with a defined
threshold, a measurement source, and a specified consequence if the threshold is not met.

Table 17 Phase 1 Go/No-Go Gate Criteria

# Criterion Threshold (Go) Measurement If Not Met: Response
Source

Hard stop: Do not proceed to Phase 2 until

hired. Extend Phase 1 by up to 2 months. If
Sales lead hired Sales lead in role = 8
Gl.1 HR record not filled by Month 8, reassess role
and operational weeks by Month 6
specification and consider interim

fractional sales resource.

Written gap analysis
Hard stop: ISO timeline is critical path for
delivered by ISO
ISO gap analysis Northern European market. No gap
G1.2 consultant with COO records
complete analysis = cannot commit Phase 2 ISO
remediation plan and
budget confidently. Escalate immediately.
budget

At least 2 leads that have
Soft stop: Proceed to Phase 2 with reduced
reached discovery call
Qualified leads Pipedrive commercial budget. Diagnose why the
G1.3 stage via the new
generated pipeline consultative approach is not generating
consultative approach
leads before scaling it.
(not cold outreach)

Level 1 program Soft stop: Proceed but add Kotter Step 5
Al certification designed; at least 20% of LLM Lead + HR review — identify which ADKAR stage the
Gl4
initiated developers have begun record developer group is stalling at and address

training before Month 9.
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Criterion Threshold (Go) Measurement If Not Met: Response
Source
At least 3 team leads can CEQ's direct Soft stop: Extend coalition-building into

Guiding coalition

G1.5

formed

Founder knowledge

transfer begun

JTBD discovery
interviews

completed

articulate the
transformation vision and
are visibly engaged
Account briefs completed
in Pipedrive for at least 3

existing clients

At least 2 interviews with
target client profiles; ICP

hypothesis documented

observation +
Month 6 pulse

survey

Pipedrive

Sales Lead

report

Month 7-8; delay the all-company
communication of Phase 2 until coalition is
solid.

Hard stop: This is foundational for the
Sales Lead's effectiveness. Cannot proceed
to Phase 2 commercial activity without it.
Soft stop: Proceed but schedule interviews
as first priority in Month 7. Phase 2 sales
messaging cannot be finalized without this

data.

A Hard stop criterion means Phase 2 investment is not committed until the criterion is

met, regardless of performance on other criteria. A Soft stop criterion means Phase 2 proceeds

with a reduced scope or budget in the affected area, and a 60-day remediation plan is activated

for the criterion. If three or more Soft stop criteria are simultaneously not met, the gate review

treats the combination as a Hard stop.

5.2. Phase 2: Scale (Months 7-18)

The objective is to execute the commercial transformation: close first Al-augmented

deals at premium rates, complete ISO certification, enter the Northern European market, and

achieve 50%+ Al certification across developers. Budget: $155,000.
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Table 18 Phase 2 Deliverables

Pillar Action Owner Budget Deadline

Al Capability Complete Level 1 certification for HR + LLM Lead $10,000 Month 12
80%+ of external developers
Begin Level 2 (orchestration) LLM Team Lead $5,000 Month 10-15
training for the top 30% performers
LLM team delivers Al components LLM Team Lead — Month 12-18
to at least 3 external client
engagements
Build proprietary Al orchestration LLM Team $15,000 Month 18

tools (reduce single-platform

dependency)
Sales & Complete I1ISO 27001 + I1SO 9001 e(e]0) $20,000 Month 10
Marketing certification

Close first 2-3 new clients via Sales Lead $42,000 (salary) Month 12

consultative sales model (paid pilot

— expansion)

Register Netherlands entity; begin CEO + Sales $25,000 Month 9-12
Northern European market

outreach

Publish 2—3 case studies; attend 2+ Sales + Marketing ~ $30,000 Ongoing
industry events; LinkedIn content

program
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Pillar Action Owner

Budget Deadline

Close first premium-rate Sales Lead
($5,000+/dev) Al-augmented
engagement
Operations Roll out WDev Al Development Operations Lead
Framework to all external teams
Establish productivity baseline: Operations Lead
document 25-40% improvement
on target task categories
Org Development  Redesign performance metrics: HR + COO
shift from hours billed toward
tasks/sprint, quality, Al proficiency
Introduce BA/Al orchestrator hybrid ~ HR
roles; career pathway
communication

PHASE 2 TOTAL

— Month 15

$5,000 Month 12

— Month 14

$3,000 Month 10

— Month 12

$155,000

Phase 2 Decision Gate — Month 18

This is the most critical gate in the transformation. Phase 3 investment commits the final

$70,000 and moves the organization toward the financial independence target. The gate review

is therefore treated as a full strategic review, not a routine checkpoint.
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# Criterion Threshold (Go) Measureme  If Not Met: Response
nt Source
Hard stop: Without ISO, the Northern European
ISO healthcare market remains closed and the premium
ISO certification ISO 27001 + 1SO 9001
G2.1 certification  positioning is commercially weakened. Extend Phase
achieved certificates issued
body 2 by up to 3 months to complete certification before
proceeding.
Hard stop: Client concentration reduction is the
primary financial risk mitigation objective. If fewer
At least 3 new clients
Pipedrive + than 3 new clients have been acquired, the
New clients onboarded since Month 1,
G2.2 billing diversification strategy has not worked and Phase 3
acquired with at least 1 active
records commercial budget should not be committed
engagement at Month 18
without diagnosis and redesign of the sales
approach.
Hard stop: This is the financial model's core
assumption. No premium engagement by Month 18
Premium At least 1 engagement means the pricing hypothesis has not been
Billing
G2.3 engagement billed at validated. Diagnose: is it a sales conversion problem
records
closed $5,000+/developer/month (wrong pitch), a capability gap (certification not
sufficient), or a market timing problem (clients not
ready yet)? Response depends on diagnosis.
HR + LLM Soft stop: Proceed to Phase 3 but treat developer
Al certification 50%+ of external
G2.4 Lead ADKAR remediation as the highest-priority Pillar 1

progress

developers Level 1 certified

records

action in Phase 3. Review whether the certification
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# Criterion Threshold (Go) Measureme  If Not Met: Response
nt Source
program needs to be simplified or the timeline
extended.
Soft stop: Proceed but pause the premium pricing
At least 20% improvement
Productivity conversation with new prospects until data is
on measured lJira sprint Jira
G2.5 improvement available. The productivity claim cannot be made
velocity vs. Month 4 dashboard
documented without evidence. Activate an intensive 60-day
baseline
measurement sprint in Month 19-20.
Soft stop: Proceed but conduct a root-cause review
of the sales funnel. Map where leads are dropping
Lead conversion Conversion rate improved Pipedrive
G2.6 off (awareness, discovery, proposal, pilot, close) and
improvement to 3%+ from 1.8% baseline analytics
target the highest-loss stage with a specific
intervention.
Soft stop: Trigger an emergency ADKAR diagnostic
Change Transformation sentiment HR for the developer group showing lowest sentiment.
G2.7 sentiment score above 60% positive in  quarterly If a specific team or experience level is driving the
positive Month 18 pulse survey survey negative sentiment, address it directly before Month

19 all-hands.

Three-scenario response logic for the Phase 2 gate:

All criteria met (Go): Proceed to Phase 3 with full budget. Acceleration option: if G2.2

shows 5+ clients already acquired and G2.3 shows 3+ premium engagements, consider

accelerating Phase 3 commercial investment by up to 30% to capitalize on momentum.
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1-2 Hard stops (Conditional Go): Phase 3 proceeds at reduced scope. Hold back 50% of
Phase 3 commercial budget until the Hard stop criteria are resolved — typically within 60 days.
Restart Phase 3 commercial activities at full budget once resolved.

3+ Hard stops or 2+ Hard stops including G2.1 and G2.2 (No-Go): Do not proceed to
Phase 3. Convene a full strategic review to determine whether the transformation thesis remains
valid, whether the timeline needs to be extended by 6—12 months, or whether the strategy
requires fundamental adjustment. This is not a failure scenario — it is the phase gate system
working correctly by preventing further investment when the foundational conditions for
success are not yet in place.
5.3. Phase 3: Optimize (Months 19-24)

The objective is to consolidate transformation gains, expand premium engagements,
push for financial independence, and establish a Northern European pipeline. Budget: $70,000

Table 20 Phase 3 Deliverables

Pillar Action Owner Budget Deadline

Al Capability 80%+ Level 1 certified; top LLM Lead + HR $5,000 Month 24
performers at Level 2/3
LLM team operating as full center LLM Team Lead $10,000 Month 24
of excellence: proprietary tools,
client consulting, internal training
Sales & Total 5+ new clients acquired since Sales Lead $42,000 (salary) Month 24
Marketing Month 1; concentration (top 2)

reduced to <40%
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Pillar

Action

Owner

Budget

Deadline

Operations

Org Development

Financial

PHASE 3 TOTAL

At least 2 active Northern European
clients; healthcare or security
vertical entered

30%+ of engagements at premium
Al-augmented rates ($5,000+/dev)
Average margin improved toward
28-30% (from 23.4% baseline)
Staff turnover <10%; >70% positive
sentiment toward transformation in
internal survey

External division demonstrates
financial independence: positive
net margin without internal division

cross-subsidy

Sales Lead + CEO

Sales Lead

Ccoo

HR

COO/CFO

$10,000

$3,000

$70,000

Month 24

Month 24

Month 24

Month 24

Month 24

Phase 3 Completion Review — Month 24

The Month 24 review is not a go/no-go gate for further investment — itis a

transformation completion assessment and a strategic planning trigger for the next phase of

WDev's development beyond this project's scope. It answers three questions: Has the

transformation achieved its core objectives? What remains to be done? What is the right

strategic agenda for the following 12-24 months?
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# Criterion Full Achievement Partial Achievement Not Achieved
External division net margin
Financial positive without Net margin positive for 1 month; Cross-subsidy unchanged or
C3.1
independence cross-subsidy for 3 cross-subsidy reduced by 50%+ required at same level
consecutive months
Client 5+ active clients; top 2 Fewer than 4 clients or
C3.2 4 clients; top 2 at 40-50%
diversification concentration below 40% concentration above 50%
C3.3 Margin recovery Gross margin at 28-30% Gross margin at 25-28% Gross margin below 25%
Premium 30%+ of engagements at 15-30% of engagements at Fewer than 15% at premium
C3.4
positioning $5,000+/developer/month premium rates rates
80%+ developers Level 1
certified; LLM team operating
60-80% Level 1 certified; LLM Below 60% certified; LLM team
C3.5 Al capability as Centre of Excellence with
team has some external exposure  still internal only
at least 1 client-facing Al
project completed
2+ active clients in
Northern
Netherlands, Nordics, or UK; Netherlands entity registered; 1 No EU clients; Netherlands
C3.6 European
healthcare or security vertical  active EU client entity not established
presence
entered
Staff turnover below 10%,;
Organizational Turnover 10-13%; sentiment Turnover above 13% or
C3.7 transformation sentiment

health

above 70% positive

55-70% positive

sentiment below 55%

*Note. Assessment is conducted at Month 24 by the Transformation Steering Committee

with the full Quarterly Business Review. Results are presented to the board/ownership for the
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next strategic cycle. Source: Author's assessment framework based on transformation objectives
stated in Chapter 1.

Outcome interpretation: If 5 or more criteria achieve Full Achievement, the
transformation is complete and the strategic agenda shifts to scaling and defending the position.
If 3—4 criteria achieve Full Achievement with the remainder at Partial Achievement, the
transformation is substantially complete with a defined continuation agenda. If fewer than 3
criteria achieve Full Achievement, a further 12-month consolidation phase is warranted before
pursuing the next strategic cycle.

5.4. Organizational Change Management Plan

The three-phase roadmap in sections 5.1-5.3 defines what will be built and when. This
section defines how the organization will change — the human process that must run in parallel
to the structural and commercial initiatives for the transformation to hold over time. Without
explicit change management, organizations executing complex transformations frequently
achieve structural milestones (a new hire, a certification, a new process) while failing to achieve
behavioral change (developers actually using Al tools, team leads actively supporting the new
sales model, management making decisions based on the new KPI framework). This section
applies two complementary frameworks — Kotter's (1996) eight-step model at the
organizational level and the ADKAR model (Hiatt, 2006) at the individual level — to WDevV's
specific transformation context, with concrete actions, owners, and timelines mapped to each

step.



5.4.1 Kotter's Steps: Mapped to WDev's 24-Month Transformation
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Kotter's model provides the structural sequencing logic for organizational change. Table

22 below maps each of the eight steps to specific WDev actions, owners, and the phase in which

each step is primarily active.

Table 22 Kotter's Eight-Step Change Model Applied to WDev's Transformation

Kotter's
Requirement

Specific Action

Success Signal

Create urgency

Build guiding

coalition

Form strategic

vision

Share margin compression data (36%—23.4%),
Client1 scale-down impact, and 24-month
deadline with all team leads and senior
developers. Present the market shift data from
Deloitte (2024) and the VRIO analysis showing
the window is 12—18 months.

Form a Transformation Steering Committee:
CEO, COO, LLM Team Lead, incoming Sales
Lead, HR Lead. Identify 3-5 respected senior
developers as informal champions — people
others watch for signals about whether change
is real.

Translate the four-pillar strategy into a
one-page narrative accessible to non-executive
team members: "By Month 24, WDev will be
known in FinTech and Healthcare as the team
that makes your developers more productive,

not just more numerous."

Owner Phase
CEO/CO

Month 1-2
(0]
CEO Month 1-3
CEO +
LLM Month 2-3
Lead

Team leads can
articulate the problem

in their own words

Committee meets
monthly; champions

are visibly engaged

Vision is written,
shared, and can be

recalled by team leads
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Kotter's Specific Action Owner Phase Success Signal
Requirement
All-hands presentation of vision in Month 2.
Monthly written updates from CEO on
CEO/ 70%+ positive
Communicate transformation progress. Dedicated Slack Month 2
LLM sentiment in Month 6
vision channel for Al workflow sharing. LLM team onwards
Lead internal pulse survey
lead hosts bi-weekly 30-minute "Al in practice"
sessions.
Remove obstacles: pre-install and
pre-configure Al tools on all developer
workstations (nudge approach). Allocate coo/ Developers report no
Empower broad
10-20% of sprint capacity for Al LLM Month 3-6 friction in accessing
action
experimentation. Authorize team leads to Lead tools
adapt the Al Development Framework to their
team's specific context.
Identify and publicize first productivity wins by
Month 4-5: a team that cut documentation
At least 2 documented
Generate time by 40%, a developer who completed a All
Month 4-8 wins shared with all
short-term wins  sprint task 30% faster. Celebrate first Level 1 owners
staff by Month 6
certifications. Announce the ISO gap analysis
completion as a commercial milestone.
After Phase 1 gate: build on early wins. Use Framework updated
Ccoo/
Consolidate productivity data from Jira dashboards to based on measured
Sales Month 7-18
gains refine the Al Development Framework. data; mentoring pairs
Lead

Promote certified developers into mentoring

active



101

Kotter's Specific Action Owner Phase Success Signal
Requirement

roles. Publish the first external case study.

Begin Phase 2 with demonstrated momentum.

By Month 18-24: Al proficiency is embedded

in hiring criteria, performance reviews, and

promotion decisions. The paid pilot model is New hires onboarded
Anchor in CEO/CO Month

the default new client approach — not a with Al framework on
culture O +HR 18-24

special initiative. "Al-augmented delivery
partner" is how the company introduces itself,

not an aspirational statement.

Day 1

* Steps are not strictly sequential — several run concurrently. Phase assignments indicate

when each step is most active. Owner designations reflect WDev's current leadership structure.

Source: Author's adaptation of Kotter (1996) and Pollack & Pollack (2015) to WDev operational

context.

5.4.2. ADKAR Assessment by Stakeholder Group

Kotter's model operates at the organizational level. ADKAR (Hiatt, 2006) provides the

individual-level diagnostic. The key insight of ADKAR is that change fails at the individual level

when one of five sequential conditions is absent: Awareness (why change is needed), Desire

(motivation to participate), Knowledge (knowing how to change), Ability (capability to execute),

and Reinforcement (sustained support for new behaviors). Different stakeholder groups in WDev

have different ADKAR profiles — meaning they face different barriers and require different

interventions.
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Stakehol A— D — Desire K — A— R — Primary Targeted Intervention
der Awareness Knowledge Ability Reinforcem  Gap
Group ent
High — see Medium
Senior High — Low — no
Al as Medium — —no Ability + Level 2-3 certification track; Al
develope already using formal
career informal, formal Reinforcem mentor role; performance
rs (5-8 Al tools recognition
enhancem unstructured training ent review criteria update
yrs exp) informally system
ent yet
Medium —
aware Al Low-Mediu
Mid-level Low — CEO communication on Al as
exists, m — fear Low —
develope no tools Desire + amplifier not replacement;
uncertain of job minimal Low
rs (2-5 configure Knowledge Level 1 training; visible early
about displaceme  exposure
yrs exp) d wins from peers
relevance to ntis real
their work
Junior Low — Direct CEO/LLM lead
develope highest Awareness conversation addressing job
Low-Medium Low Low Low
rs (<2 yrs displaceme + Desire security; paired with senior Al
exp) nt anxiety champion; Level 1 first
Medium —
Include in guiding coalition;
High — concerned
Desire + give authority to adapt
Team aware of about
Medium Medium Low Reinforcem  framework; performance
leads margin disruption
ent targets include team Al
problem to delivery
adoption rate
rhythm
Very high —
LLM Reinforcem  Formal Centre of Excellence
driving the Very high Very high High Medium
team ent status; client-facing role;

change
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Stakehol A— D — Desire K— A— R— Primary Targeted Intervention
der Awareness Knowledge Ability Reinforcem  Gap
Group ent

compensation benchmarking;
career pathway to Al Architect

60-day onboarding plan

Sales Medium — Low — covering Client1 history,
Lead High by High by new to needs Knowledge domain knowledge, Al
Low
(new selection selection WDev's onboardi + Ability Development Framework;
hire) domain ng shadowing CEO on existing
client calls

5.4.3. The Critical Change Risk: Displacement Anxiety Among Mid and Junior Developers

The most significant behavioral risk in WDevV's transformation is not resistance from
team leads or management. It is displacement anxiety among mid-level and junior developers —
the belief that Al tools are reducing the need for developers and that the transformation is a
prelude to workforce reduction. This belief, if unaddressed, will produce passive non-adoption
(developers going through the motions of Al tool use without genuine integration) and
accelerated turnover precisely in the 2-5 year experience bracket that is most commercially
valuable.

The intervention strategy draws on two behavioral economics principles. The first is
Thaler and Sunstein's (2008) nudge framework: make the desired behavior the path of least
resistance. Al tools are pre-installed, pre-configured, and set as the default code review
environment. This removes the effort barrier from adoption and avoids the "I'll try it when | have

time" deferral pattern. The second is prospect theory (Kahneman & Tversky, 1979): people
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weight losses more heavily than equivalent gains. Framing Al adoption as "here is what you gain"
(faster task completion, more interesting work, higher billing rate, stronger career profile) is less
motivationally effective than also addressing "here is what you do not lose" (job security,
professional judgment, client relationships, career advancement path). Both framings must be
present in CEO communications.

The specific communication message, delivered in the Month 1-2 all-hands presentation
and reinforced monthly, is: "Al tools make WDev developers more productive. More productive
developers command higher billing rates. Higher billing rates improve margins. Better margins
fund salaries, bonuses, and career growth. No developer is being replaced by Al at WDev — every
developer is being given tools to be worth more." This message should be delivered with the
margin data visible (the 23.4% chart) so the urgency is grounded in business reality, not
rhetorical reassurance.

5.4.4. Change Management KPIs

Four metrics track the health of the change process specifically — separated from the
business performance KPls in the next section 5.5:

Internal transformation sentiment score: Quarterly anonymous pulse survey, single
question: "Do you believe WDev's Al transformation will make the company stronger?" Target:
above 60% positive at Month 6, above 70% at Month 12, above 75% at Month 24.

Al tool active usage rate: Percentage of developers with at least one Al-assisted code
commit per week, tracked automatically through development tooling. Target: 40% by Month 6,

70% by Month 12, 85%+ by Month 18.
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Certification completion rate: Percentage of eligible developers who have completed
Level 1 certification. Target: 30% by Month 6, 65% by Month 12, 80%+ by Month 18.

Voluntary turnover rate: Annualized voluntary departures as a percentage of total staff,
tracked monthly. A spike in the 2-5 year experience bracket following any major transformation
communication is an early warning signal requiring immediate intervention. Target: below 12%
annually throughout the transformation, below 10% by Month 18.

If any of these four metrics falls below threshold for two consecutive measurement
periods, the Transformation Steering Committee convenes an emergency review to identify and
address the specific ADKAR stage where the group is stalling — using the diagnostic framework
in Table 17 as the assessment tool.

These change management KPIs feed directly into the phase gate assessments in
sections 5.1, 5.2, and 5.3 — specifically criteria G1.5, G2.7, and C3.7.

5.5. KPI Dashboard
Table 24 defines the key performance indicators tracked across all four pillars, with

specific targets for each phase.

Table 24 KPIs
KPI Baseline (2025) Month Month 12  Month 18 Month 24  Pillar
6
Developer Al ~10% informal 20% 50% 70% 80%+

certification (L1+)
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KPI Baseline (2025) Month Month 12 Month 18  Month 24 Pillar
6

Productivity Unmeasured Baseline set 15%+ 25%+ 30-40%

improvement

(measured tasks)

New clients acquired 0 0-1 2-3 3-5 5+

(cumulative)

Lead conversion rate ~1.8% 2.5% 3.0% 3.5% 4-5%

Client concentration 60% 60% 55% 45% <40%

(top 2)

Premium rate 0% 0% 5-10% 15-20% 30%+

engagements (%)

Average gross margin %  23.4% 23.5% 24-25% 26-27% 28-30%

Developer utilization >95% >95% >95% >93% >95%

Staff turnover (annual) Est. 10-15% <12% <10% <10% <10%

ISO certification None Gap analysis In Achieved Maintaine

progress d

5.6. Risk Register

The risk register builds on the Risk Management course deliverable and extends it to

cover transformation-specific risks. Risks are scored on a 1-5 probability and 1-5 impact scale

(severity = P x I). The register is maintained as a living document updated quarterly.
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ID Risk Description P 1 Score  Category Mitigation Owner

R1  War escalation 3 5 15 Geopoliti  Geographic distribution of the team. CEO
disrupts operations, cal NL entity as an alternative
causes talent operational base. Business
migration, or triggers continuity protocols.
client exits

R2  Key client (Clientl or 3 5 15 Financial  Client diversification (primary COO0 +
Client2) significantly strategy). Deepen relationships via Sales
scales down or the BA role, shared dashboards.
terminates contract Internal team as a buffer.

R3  Sales transformation 3 4 12 Strategic 6-month decision gate (Phase 1). CEO
fails: new sales lead Clear pipeline metrics. Willingness to
underperforms, change approach or hire if needed.
consultative model
doesn’t generate
pipeline

R4  Developer resistance 2 4 8 Operatio  Nudge-based adoption (not LLM
to Al tools and nal mandated). Career pathway Lead +

HR
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ID Risk Description P | Score  Category Mitigation Owner
certification; low incentives. Early adopter champions.
adoption rates Already seeing voluntary adoption.

R5 Al platform 3 3 9 Technolo  Multi-platform strategy. LLM team LLM
dependency: gical building proprietary orchestration Team
OpenAl/Anthropic tools. Open-source alternatives Lead
pricing increases or (local LLMs).
policy changes disrupt
workflows

R6  ISO certification 2 4 8 Operatio Early start (Month 1). Dedicated Ccoo
delayed or more nal budget with 20% contingency.
expensive than External consultant engagement.
budgeted

R7 Margin compression 4 3 12 Financial Premium rate transition (primary). Ccoo
continues: developer Outcome-based pricing for Al
costs rise faster than projects. Continuous efficiency
rate increases improvements.

R8  Transformation 3 3 9 Strategic Phased approach with decision CEOQ/C
overload: attempting gates. Foundation before Scale. 00

too many changes

simultaneously

Willingness to slow Phase 2 if Phase

1 criteria not met.
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ID Risk Description P | Score  Category Mitigation Owner
reduces execution
quality

R9 Key talent loss: LLM 3 4 12 Operatio Competitive compensation. Career HR
team members or nal advancement via Al roles.
senior developers Knowledge documentation.
leave during Cross-training within LLM team.
transformation

01 OPPORTUNITY: 4 4 16 Strategic Proactively offer Al assessments to Sales +
Existing clients current clients. LLM team available LLM
request Al capabilities, for client projects. Lead
creating upsell
revenue

02  OPPORTUNITY: NL 4 4 16 Strategic Fast-track ISO. Leverage lost CEO +
entity + I1SO open healthcare deal as warm Sales

healthcare and

enterprise verticals

re-engagement after certification.

5.7. Governance Structure

The transformation requires a lightweight governance structure that provides oversight

without bureaucratic overhead inappropriate for a 130-person company.
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e Transformation Steering Committee: CEO, COO/CFO (author), LLM Team Lead,
Sales Lead (once hired), HR Lead. Monthly meetings reviewing KPI dashboard,
budget status, and risk register. Decision authority on phase gate progression.

e Quarterly Business Review: Full financial review of external division performance
against the three-scenario model from Chapter 4. Assessment of margin trend,
client concentration, and pipeline health. Output: updated risk register and
adjusted priorities if needed.

® Weekly Operations Sync: COO + Sales Lead + Operations Lead. Pipeline review,

resource allocation decisions, escalation of client issues. 30 minutes maximum.



111

Conclusion and Reflection

Part A: Strategic Conclusions and Contributions

This capstone project addresses a specific question: how can a mid-sized Ukrainian IT
outstaffing company transform its customer cooperation model by leveraging artificial
intelligence to transition from commodity developer placement to high-value, Al-augmented
service delivery? The analysis, grounded in seven years of operational data from WDev’s external
division and the author’s direct experience as a C-level executive, yields several interconnected
findings that collectively form the basis for the transformation strategy.

The diagnostic analysis (Chapter 3) revealed that WDev’s external division, while
operationally profitable, faces a structural challenge: margins have compressed from 36% to
23.4% over six years as developer costs nearly doubled while billing rates increased more slowly.
This margin erosion is not a WDev-specific problem but a structural feature of the commodity
outstaffing model, where revenue is directly tied to the number of developers billed and cost
competitiveness is the primary differentiator. The financial analysis (Chapter 4) confirmed that
the division already achieves financial independence at the gross margin level—needing only 34
developers to cover overhead—but that concentration risk (60% of revenue in two clients) and
margin compression create vulnerability to any single client’s decision.

The strategy developed across Chapters 3—5 addresses these findings through four
integrated pillars. The Al capability pillar codifies WDev’s emerging workflow
transformation—where developers have already shifted from “how to code” to “what to build

and verify” —into a formal development framework and certification program. The sales and
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marketing pillar replaces the volume-driven cold outreach model that produced two failed sales
director hires with a consultative approach centered on demonstrable productivity
improvements and paid pilot engagements. The operations pillar formalizes productivity
measurement and introduces premium pricing for Al-augmented services. The organizational
development pillar addresses the human dimension of transformation through career pathway
redesign and nudge-based adoption strategies.

The financial model projects that the base scenario—moderate execution of all four
pillars—delivers 287% return on the $428,000 investment over two years, with an 18-month
payback period. Even the conservative scenario maintains profitability, confirming that the
transformation risk is underperformance rather than loss.

Contributions to Practice and Knowledge

Contribution to WDev’s Management Practice

The primary contribution of this project is a financially grounded, implementation-ready
transformation strategy for WDeV’s external division. Unlike generic consulting
recommendations, every strategic element traces back to specific operational evidence: the Al
workflow transformation is documented from WDev’s own before-and-after development
process; the sales strategy is informed by the root cause analysis of two specific hiring failures;
the financial projections are built from actual billing data spanning 85 months; and the risk
register extends the company’s existing risk management framework with

transformation-specific risks.
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The break-even analysis provides a particularly actionable insight: the external division
needs only 34 developers at current margins to cover overhead. This reframes the

|ll

transformation narrative from “survival” to “margin improvement and diversification,” reducing
the perceived risk of the transformation within the leadership team.

Contribution to the Ukrainian IT Industry

While this project is a single-case study and does not claim generalizability in a statistical
sense, the strategic challenge it addresses is common across the Ukrainian IT outsourcing sector.
With over 300,000 IT professionals and $6.6 billion in export revenue (IT Ukraine Association,
2024), Ukraine hosts hundreds of companies facing the same transition pressures: margin
compression from rising domestic labor costs, client expectations for Al capabilities, geopolitical
risk perception, and the structural shift toward smaller, Al-augmented teams. The four-pillar
framework developed in this project—Al capability, sales transformation, operational excellence,
and organizational development—provides a reference model that can be adapted by similar
companies, adjusting the specifics to their own client base, domain expertise, and market
position.

The project also contributes a practitioner perspective to the academic literature on Al
adoption in IT services. Most existing research focuses on technology implementation or
firm-level productivity effects (Brynjolfsson, 2023; Davenport & Kirby, 2016). This capstone adds
the organizational strategy dimension: how a real company navigates the transition from selling
labor hours to selling Al-augmented outcomes, including the sales, pricing, and cultural changes

required.
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Limitations

Several limitations of this study must be acknowledged, and they are stated here with
the transparency that the methodology chapter (Chapter 2) established as a principle of this
practitioner case study.

Single-case design. The entire analysis is based on one company. While the strategic
frameworks (PESTEL, Porter’s, SWQOT) provide analytical rigor, the findings cannot be generalized
to all Ukrainian IT companies without adaptation. Companies with different domain expertise,
client bases, or organizational cultures may find that different pillars require different emphasis.

Author’s dual role. The author is both the researcher and a C-level executive at WDev.
This insider position provides unparalleled access to operational data and strategic context but
introduces potential bias toward optimistic assessment of the company’s capabilities and
transformation readiness. The financial analysis attempted to mitigate this through conservative
scenario modeling, but the risk of motivated reasoning cannot be fully eliminated.

Financial projections based on extrapolation. The external division financial model uses
Clientl data (representing 30—35% of revenue) extrapolated to the full division. While Client1’s
billing rates are confirmed as representative, the division-level revenue estimates (S5-7M) carry
a confidence range rather than exact precision. Overhead costs (530-40K/month) are estimates,
not audited figures. The scenario analysis acknowledges this uncertainty through sensitivity
testing, but the financial conclusions should be treated as directionally reliable rather than

precisely predictive.
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Premium pricing assumptions untested. The strategy assumes that WDev can command

premium rates ($5,000-5,500/dev/month versus the current $4,366) for Al-augmented
engagements. While industry benchmarks support this pricing for specialized services, WDev
not yet closed a deal at premium rates. The first premium engagement will be the critical
validation point for the entire financial model. The task-level evidence base and net team
productivity estimate supporting this premium are presented in section 3.7.

No client perspective. This project does not include direct client feedback on WDevV’s
proposed transformation. The analysis of client needs is based on the author’s experience,
industry trends, and the observed pattern of client requests. A follow-up study incorporating
structured client interviews would strengthen the demand-side validation of the strategy.

Geopolitical uncertainty. The ongoing war in Ukraine introduces a layer of
unpredictability that no financial model can fully capture. While the risk register includes
geopolitical risk with mitigation measures (geographic distribution, Netherlands entity), a
significant escalation could invalidate assumptions about talent availability, client willingness,
and operational continuity.

Implications for Future Research and Action

This capstone opens several avenues for future research and organizational action.

First, the transformation outcomes should be measured and documented. If WDev
implements the 24-month roadmap, a follow-up study comparing actual results against the
three-scenario projections would provide valuable evidence on the feasibility of Al-driven

business model transformation in IT outstaffing. Key questions include: Did premium pricing

has
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materialize? What was the actual pilot-to-expansion conversion rate? Did client diversification
reduce revenue volatility as projected?

Second, the challenge of measuring productivity warrants deeper investigation. The
strategy assumes 25-40% productivity gains from Al-augmented development, based on WDeV’s
internal observations and industry benchmarks (McKinsey & Company, 2025a). However,
measuring developer productivity rigorously—in a way that clients accept and that justifies
premium pricing—remains an unsolved problem in software engineering. Research into reliable,
client-transparent productivity metrics would have significant practical value for the entire IT
services industry.

Third, comparative case studies of other Ukrainian IT companies navigating similar
transitions would establish whether the four-pillar framework generalizes. Do companies with
different domain expertise (e.g., gaming, e-commerce) face the same pillar priorities? Does
company size affect the sequencing of transformation initiatives? Cross-case analysis would
strengthen the practical utility of the framework.

Fourth, the behavioral economics dimension of the transformation warrants further
exploration. The strategy proposes nudge-based adoption (pre-configuring Al tools, making
Al-assisted review the default) to drive internal change. Research on the effectiveness of
different nudge interventions in technology adoption within development teams would inform
implementation design.

The global IT outsourcing industry is undergoing a fundamental structural shift.

Al-powered development tools are eroding the labor arbitrage that has underpinned the
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outstaffing business model, while simultaneously creating opportunities for companies that can
position themselves as orchestrators of Al-augmented productivity rather than providers of
developer headcount. For Ukrainian IT companies, this shift is compounded by geopolitical risk
and rising domestic labor costs that squeeze margins from both sides.

This capstone project demonstrates that the transformation from commodity outstaffing
to Al-augmented delivery is both financially viable and operationally achievable for WDev. The
evidence supports five core conclusions:

The transformation is already underway. WDev’s developers have already shifted from
manual coding processes to Al-orchestrated workflows. The Clientl partnership demonstrates
that the consultative, domain-expert model works at scale. The LLM team provides internal Al
capability. The strategy codifies and accelerates what is already emerging, rather than proposing
a speculative pivot.

The financial case is strong. At a total investment of $428,000 over two years, the base
scenario delivers 287% ROl with an 18-month payback. The external division is already profitable
at the gross margin level. The primary financial risk is not loss but rather failing to improve on a
deteriorating trajectory of margin compression.

Sales failure was structural, not individual. The two sales directors failed not because of
personal inadequacy but because they were selling the wrong product (commodity outstaffing)
through the wrong model (volume cold outreach). The consultative sales approach—centered on
demonstrated productivity improvements, paid pilots, and progressive engagement—directly

addresses this root cause.
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Client retention is the highest-leverage financial variable. Sensitivity analysis shows that
existing client retention has a larger impact on net margin than new client acquisition, premium
pricing, or cost inflation. Every investment in client relationship deepening—shared dashboards,
absorbed BA roles, productivity reporting—is simultaneously a growth initiative and a risk
mitigation measure.

The ultimate measure of success is financial independence. By Month 24, the external
division should operate as a self-sustaining business unit with a diversified client base,
premium-rate engagements, and a team of Al-certified developers whose market value exceeds
what they could command at a commodity provider. This is both the strategic vision of the
capstone and the author's personal commitment as the executive responsible for the division’s
performance.

The window for this transformation is narrow. Companies that act within the next 12-18
months will establish the Al-augmented positioning, client relationships, and organizational
capabilities that late movers will struggle to replicate. For WDeyv, the question is no longer
whether to transform, but how quickly the organization can execute the roadmap this project
has laid out.

Contribution Beyond WDev

The IT Ukraine Association's "Code of the Economy" report (2025) documents 2,243
Ukrainian IT companies employing 305,000 professionals and generating $6.6 billion in export
revenue. The overwhelming majority of those companies operate in the same commodity

outstaffing segment that WDev is transforming away from. They face the same margin
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compression, the same buyer power shift, the same Al substitution threat, and the same
strategic window. The frameworks developed in this project — the VRIO moat analysis, the JTBD
client segmentation, the ADKAR stakeholder diagnostic, the phase-gate decision framework —
are not WDev-specific. They are applicable to any mid-sized Ukrainian IT outstaffing firm with a
nascent Al capability and the ambition to differentiate. If this project contributes anything
beyond WDev's own transformation, it is a documented methodology for how a company in that
position can think through the transformation systematically, with intellectual honesty about
what it has, what it lacks, and what the evidence actually supports. That contribution is modest
— one case study is not a research program — but it is real, and it is grounded in the conviction
that practical and academic rigor are more complementary than they are in tension.

Part B: Reflection on the Learning Process and Personal Growth

How This Project Changed My Diagnosis of the Problem

When | began this capstone project, | held a view that was reasonable but incomplete:
WDev's commercial underperformance was primarily an execution problem. | believed the two
sales directors had used the wrong tools — too much cold email, too little relationship building
— and that the solution was a better sales process supported by better technology. The
literature review disabused me of this fairly quickly. Porter's Five Forces framework, applied
systematically rather than superficially, made the buyer power dynamic impossible to ignore:
clients in WDevV's target segments had low switching costs and were beginning to ask for Al
capabilities in discovery calls. That is not a signal about sales execution. It is a signal about what

the product offers. The VRIO analysis — which | had not originally planned to include — was the
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analytical turning point. When | attempted to identify which of WDevV's resources constituted a
genuine competitive moat, | found that the resources | had been implicitly relying on — low
developer costs, the existing client base, personal relationships — were either eroding or
non-transferable. The one combination that held up under scrutiny was the LLM team plus
domain expertise. That insight restructured the entire strategy. The project taught me that a
practitioner's instinct — even a well-informed one — is not a substitute for systematic analysis,
and that the most important thing analytical frameworks do is not confirm what you suspect but
surface what you have been avoiding.

Which MBA Disciplines Had the Greatest Impact

The MBA program at KSE Graduate Business School provided the analytical
infrastructure for this project in ways that were specific and traceable, not generic. Five
disciplines had the most direct impact on the analysis.

Strategic Management provided the diagnostic framework that made the problem
diagnosis possible. PESTEL, Porter, and SWOT are not new tools — | had used versions of them
before — but the discipline of applying them rigorously and in sequence, and then reading what
they collectively imply rather than selectively citing what supports a predetermined conclusion,
produced findings | would not have reached through intuition alone. The competitive window
identified in the Porter analysis — the 12—18 months before larger firms absorb the
Al-augmented demand — was not obvious to me before | did the analysis. It became the

financial model's urgency parameter.
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Financial and Managerial Accounting gave me a tool | had not previously used formally:
break-even analysis applied to a specific operational threshold. The finding that the external
division needs only 34 developers to cover its overhead — and is therefore already profitable —
reframed the entire financial narrative. Before doing this analysis | had been mentally treating
the external division as a money-losing operation that needed saving. The accounting analysis
showed it was a margin-improvement and stability problem, not a survival problem. That
distinction changed how | communicated the transformation internally to the team and changed
the risk framing in the financial model.

Behavioral Economics changed how | designed Pillar 4 of the transformation strategy.
Before this course, my instinct for driving organizational change was to mandate the new
behavior — train everyone, set targets, enforce compliance. The Thaler and Sunstein nudge
framework, combined with the status quo bias literature, showed why mandated change
consistently underperforms nudge-based change in professional knowledge worker
environments. The pre-configured tools, the opt-out-not-opt-in design for Al code review, the
framing of Al as career amplifier rather than job threat — none of these design choices were in
my original thinking. They came directly from applying prospect theory and status quo bias to
WDev's specific workforce profile.

Risk Management produced the risk register, which began as a course deliverable and
became a living operational document. The discipline of scoring risks on a probability-impact
matrix forced me to confront a finding | had been avoiding: developer displacement anxiety (Risk

R4) scored lower than | expected — probability 2, impact 4 — because the risk is manageable if
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the communication is right. That analysis gave me confidence that the transformation is
executable without catastrophic internal resistance, which | had privately doubted. The course
also introduced the opportunity scoring framework that | applied to identify O1 (existing clients
requesting Al upsells) and 02 (ISO enabling healthcare market entry) as higher-priority
commercial targets than any new market segment.

Organizational Development provided the Kotter and ADKAR frameworks that were
always in my conceptual vocabulary but never applied systematically before. The ADKAR
stakeholder analysis — which differentiates between developer groups based on their specific
readiness barriers — produced a finding that | consider the most practically useful output of the
entire project: mid-level developers (two to five years of experience) are the highest
displacement-anxiety group and require a different intervention than senior developers. | would
not have identified this without the structured diagnostic. It directly changes the onboarding
sequence and communication approach in Phase 1.

What | Would Do Differently

If | were to begin this project again, | would make three methodological choices
differently.

First, | would conduct JTBD discovery interviews with prospective clients in Phase 0,
before the strategy was drafted, rather than proposing them as a Phase 1 validation activity. The
three client segment hypotheses in section 3.8 are informed guesses, not validated findings. A
strategy built on validated client insight is structurally stronger than one that proposes to

validate after the strategy is already designed. This is a genuine methodological weakness in the
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project, acknowledged in section 3.8, and it is the first thing | will address when implementation
begins.

Second, | would build the productivity measurement infrastructure before making the
productivity claim commercially. The section 3.7 analysis establishes the evidence base for the
20-35% net team-level productivity estimate from the literature. But WDev does not yet have its
own measured data. The Jira productivity baseline is planned for Month 4. In an ideal research
design, | would have had six months of pre-baseline data already collected before writing the
chapter, so the claim could be grounded in WDev's own numbers rather than extrapolated from
general studies. This is not possible given the project timeline, but it is the right methodological
standard and | intend to reach it within the first year of implementation.

Third, | would be more aggressive earlier in the project about separating the two
problems — commercial capability and value proposition — distinguished in the Introduction
and section 3.2. | conflated them throughout the early drafts, which produced a strategy that
was logically coherent but analytically imprecise. The committee correctly identified this
conflation. Resolving it required restructuring the Introduction and adding a bridging paragraph
in the Porter analysis section. If | had made the distinction explicitly in the research design
chapter, it would have clarified the analytical framework and probably improved the SWOT
analysis as well, which currently lists weaknesses without clearly sorting them by which problem
each weakness belongs to.

Personal Leadership Insight: What This Project Revealed About How | Lead
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Writing this capstone while simultaneously serving as the COO responsible for executing
the strategy it describes created an unusual kind of self-examination. The most uncomfortable
finding was about the founder-dependency problem documented in section 5.1.1. | had always
framed WDeV's client relationships as a company strength — and they are. But the VRIO analysis
placed "Founder's personal network and client trust" in the "Temporary advantage / must be
transferred" category, which forced me to acknowledge that something | had been treating as an
asset is simultaneously a single point of failure. The clients who stayed through the war years,
through the 2022 workforce reduction, through the 2024 scale-down — they stayed because
they trusted me personally. That is genuinely valuable. It is also genuinely risky, because it means
WDev's commercial resilience is partly a function of my continued involvement and health and
availability, which are not things the company should depend on.

The transition plan in section 5.1.1 is therefore not just a commercial strategy. It is a
leadership commitment to build something that does not depend on me to function. That is
harder than it sounds for a founder-leader, and | want to name it honestly: there is an ego
dimension to being the person that clients trust, and deliberately designing systems to transfer
that trust to an institution rather than a person requires accepting a reduction in personal
relevance. The MBA program — specifically the Leadership and People Management and
Organizational Development courses — gave me the language to understand why this transition
is necessary and why it will be resisted, including by me. The section 5.1.1 plan is partly a
commitment device: by writing it into the strategic document, | make it harder to avoid

executing.
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The second personal insight is about the 24-month deadline. | had privately treated this
deadline as a constraint imposed from outside — a limit on how much time | had to prove the
external division's viability. Writing the project changed that framing. The deadline is also a
protection. It prevents the indefinite deferral of difficult decisions that is the most common
cause of strategic inertia in founder-led companies. Without the deadline, | would have
continued optimizing within the current model — a better sales hire, a better pitch deck, a
better outreach sequence — rather than confronting the structural problem the diagnostic
analysis reveals. The deadline is the forcing function. This is a Kahneman System 1 vs. System 2
observation: my default (System 1) is to optimize what exists; the deadline forces System 2
engagement with the harder question of whether what exists is the right thing to optimize. The
capstone project is, in this sense, the most structured exercise in System 2 thinking | have

applied to my own business.
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Disclaimer of Al Usage

In preparing this MBA capstone project, generative artificial intelligence (Al) tools were
used to assist with specific tasks at various stages. The Al tools were used for the following tasks:
Claude Code, Claude, Perplexity, Gamma, Grammarly.

Source identification: Al-powered search engines and research assistants were used to
locate relevant articles, research papers, and other academic sources. These tools helped
efficiently identify and extract useful references from large databases, particularly during the
literature review phase.

Quotation rephrasing: Al language models were leveraged to refine the wording of
selected quotations while maintaining their original meaning and intent. This was done to
improve the clarity and integration of sourced material into the project.

Translation, grammar, and style enhancement: Grammarly and Al writing assistants were
employed to check for grammatical errors, spelling mistakes, and language clarity. They provided
real-time feedback and suggestions to enhance the document's overall readability and
professionalism.

Al tools were used for these supporting tasks; the research, analysis, and intellectual

contributions presented in this capstone project are the authors' original work.
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