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Executive Summary CIOs are trapped between competing pressures: the business demand for new 
functionality at digital-native speed versus the legacy systems that anchor the IT 
estate requiring capital budgets for large-scale overhauls. The traditional ‘Big Bang’ 
modernization project is dying as it is too long risky and capital-intensive. This 
whitepaper discusses self-funded incremental modernization as a model that 
embeds modernization into daily operations and leverages a ‘flywheel’ effect, 
where efficient savings fund the next wave of innovation. This enables 
organizations to achieve a cloud-native future incrementally, sustainably, and 
without a massive upfront capital injection.
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The board's ask is consistent: innovation to improve business value, faster release cycles, 
AI readiness, and seamless customer experiences. According to Grant Thornton, in 2025, 
93% of surveyed CEOs intended to boost their tech investments. But the reality on the 
ground is different. Most IT estates contain multiple monolithic architectures like tightly 
coupled systems with business logic hard coded into layers, often undocumented and 
maintained by developers nearing retirement. For the past decade, the standard answer 
has been a large-scale IT modernization program. Organizations build business cases, 
request significant CAPEX, and promise a new platform to their workforce in two or 
three years.

That model is failing. In the current economic climate, flat budgets are the norm. CFOs 
are skeptical of large-scale back-end investments that don't deliver immediate business 
value and ROI. Even when funded, these ‘Big Bang’ initiatives usually collapse under their 
own weight, stalled by opaque dependencies, insufficient documentation, and the fear of 
breaking critical business processes. A recent BCG report reveals that just 30% of large-
scale tech programs completely satisfy the requirements for scope, budget, and 
timeliness in 2025.

The need is a pragmatic third option between ‘do nothing’ and ‘rewrite everything.’

This is where self-funded, incremental modernization changes the game. It shifts the 
approach from a capital-heavy IT project to a revenue-neutral operating philosophy 
driving business value. When specific, high-friction areas of technical debt are targeted, 
efficiency savings get reflected across cloud spend, incident management, and SME 
hours. The savings can immediately finance the next sprint of modernization aligned with 
business innovation. 

Introduction
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The problem with legacy systems isn't that they are ‘old.’ They are rigid. Monolithic 
architectures turn minor feature requests into high-risk events requiring 
considerable analysis and extensive regression testing. This erodes time-to-market.

Simultaneously, the cost of keeping the lights on is rising. As legacy skills vanish (the 
‘Talent Imperative’), organizations pay a premium for maintenance. Fragile 
environments make teams spend more time fighting fires (longer meantime to 
respond/resolve) than building value. Most leaders know this. Yet paralysis arises 
from a lack of visibility. Without a focus on business outcomes and automated 
discovery tools that map dependencies and measure system behavior, organizations 
rely on guesswork about which components cause disproportionate incidents or 
operational drag. This approach makes it challenging to pinpoint which module 
causes 80% of incidents or where business rules are duplicated. Without that data, 
it’s impossible to validate the ROI required to initiate.

Status Quo is 
Expensive and 
Dangerous
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Businesses must stop looking for ‘new money’ to fix old systems. The funding is already there; it is just 
trapped in inefficient operations.

The modernization flywheel is an economic loop designed to unlock it:

Target the Bleed: 
Businesses shouldn't modernize for the sake of it. 
They should use AI tools and automated 
diagnostics define the business rules in place, to 
find the code causing the most pain, the highest 
cloud costs, the most frequent tickets, or the 
slowest lead times.

Fix and Stabilize: 
Once identified, organizations must isolate and 
refactor the specific hot spot.

Capture the Dividend: 
When businesses address problem hotspots, 
they increase functionality, reduce operational 
costs and free up SME capacity.

Reinvest: 
Instead of returning those savings to the 
general ledger, organizations ringfence them 
to fund the next modernization sprint.

Mechanics of the 
Flywheel
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Figure 1: Flywheel diagram

It creates a cycle where early, small wins fund larger, more complex changes. Businesses are setting 
budgets rather than requesting them.



Reinventing the flywheel requires a disciplined operating model.

Phase 1: Evidence, Not Opinion

Business rules and technology documentation 
is frequently incomplete or outdated. 
Businesses cannot rely on what SMEs think 
the system does. They need automated 
discovery. Companies can use AI enabled tools 
and modernization platforms to run 
algorithmic analysis on the codebase, mapping 
dependencies and ‘dead’ code. This establishes 
a factual baseline and reduces risk.

Phase 2: ROI Roadmap

Organizations should prioritize based on 
business value streams. If a legacy routine 
works perfectly, it’s ideal to keep it as-is. 
Enterprises should focus their energy on high-
change domains driving business value where 
modernization unlocks agility. The roadmap 
follows the money.

Phase 3: ‘Strangler’ Execution

The monolith-to-microservices transition isn’t a 
simple endeavor. That is how businesses stall 
operations. Instead, they can use a transitional 
architecture:
• Externalize Rules: Extract logic out of the 

code and into rules engines
• Break down the Monolith: Break the 

system into domain-based parts
• Wrap the Core: Use APIs and event 

adapters to let modern digital channels 
communicate with the legacy backend 
without disrupting it

This allows businesses to modernize ‘in flow’ 
by replacing legacy components one by one 
while operations remain uninterrupted.

A Structured 
Approach: The 
Four-Phase Model
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Figure 2: Layered Architecture Diagrams



A Structured 
Approach: The 
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Phase 4: Govern and Measure

If one can't measure the savings, they can't fund the next cycle. Every task must be mapped to KPIs, 
such as incident reduction, lead-time improvement, or infrastructure cost reduction. Include metrics 
aligned to business value. These metrics are the fuel for the flywheel.

Common Pitfalls to Avoid

“Big Bang” modernization that 
solely focuses on technology 
modernization

High dependency on 
System Experts/SMEs

Lack of KPIs to measure 
incremental impact

Focus only on IT return 
and not business value

Deprioritizing user 
experience

Considering modernization as a 
separate project and not as a 
continuous strategy embedded in 
the operating model

Making decisions just with 
technological imperatives, 
unsupported by business feedback 
and business value analysis



Role of 
Automation 
Platforms
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Manual refactoring is too slow to deliver the required savings. This is where platforms like Tech 
Mahindra’s ADMSNXT REFORGE enabled with AI come in. Think of this as scaffolding for modernization. 
It automates the grunt work of reverse engineering, dependency mapping, and complexity analysis.

It supports:

• Automated reverse engineering

• Dependency and complexity mapping

• Business Rule extraction

• Business value stream to IT component 
mapping

• Architectural reconstruction

• Identifying modernization hotspots

• Recommending refactoring paths

• Generating forward-engineering guidance

• Assisted forward engineering and 
functional equivalence testing

Accelerating discovery and assessment with AI expedites the first turn of the flywheel. Early realization 
of the first 'dividend' validates the model, accelerating subsequent cycles and embedding modernization 
as a sustainable operating practice.



Currently, we are in a cycle of heightened scrutiny, where every dollar spent must demonstrate 
immediate value.

Self-funded incremental modernization is the pragmatic answer to this constraint. It recognizes that 
CXOs have a business to run within a fixed budget. The capital that businesses need is locked inside 
their legacy operations. By using data to identify friction, fixing it, and reinvesting the savings, they 
can build a bridge to a cloud-native future without breaking the bank.

Tech Mahindra’s ADMSNXT REFORGE and similar modernization intelligence platforms help 
enterprises accelerate this journey by providing the x-ray vision, automation, and engineering insights 
required to modernize confidently without disrupting business.

Next Steps
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