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HCL Technologies Strategic Analysis
1.0 [bookmark: _Toc27303081]Executive Summary
As a competitor of the company I work for, my Strategic Analysis will be based on HCL Technologies, based in India.  The business and strategic decisions taken by HCL Technologies over the past few years to deal with the new age of digital technology in the industry has been exciting to watch and provides a good basis for the following analysis.
[bookmark: _Toc27303082]2.0 Company Overview

HCL Technologies is a global engineering company that is headquartered in Noida, India. HCL Technologies is a subsidiary of HCL Enterprise. The company provides help for organisations to reimagine their businesses for the digital age. HCL Technologies has a strong culture of innovation and risk taking. The company has a wide network of Research and Development, innovation labs, delivery centres. HCL Technologies has over 147,123 employees in 44 countries (HCL, 2019). The company provides services across various sectors which include 250 of the Fortune 500 companies (HCL, 2018). HCL Technologies has operation in industries like aerospace, automotive, defence, retail, oil and gas, analytics infrastructure, and engineering services. As of September 2018, the company had consolidated revenue of $8.2 billion (HCL, 2018).
The company’s journey has had many achievements. HCL’s efforts have moved it to greater heights and given them a business that spans across three verticals. The company has set high operation standards over the years by providing world-class products, services, solutions that are sustainable. This has made the company a giant in the global arena and touch the lives of millions of people with endless possibilities. Today, the company has a presence across sectors such as healthcare, talent management solutions, and technology. HCL is made up of three companies: HCL Info Systems, HCL Technologies, and HCL Healthcare. The company’s technology services, engineering, and products are built on over 30 years of innovation, with a management philosophy that is world-renowned, a strong corporate culture of risk-taking and invention, and an intense focus of customer satisfaction and relationships. With a global network of research and development, innovation labs and delivery centres, and over thousands of ‘ideapreneurs’ working in over 40 countries, HCL is able to serve leading organisations across different key industries.
[bookmark: _Toc27303083]3.0 Main Strategic Issues Facing HCL Technologies
A strategic issue is a critical policy question or crucial challenging affecting the mandates, values, mission, stakeholders, structure, management, processes, or service or product level and mix of an organisation. Therefore, identifying strategic issues a company faces is one of the most vital and potentially one of the most difficult steps in the process of strategic analysis. HCL’s vision is to be the most preferred and significant software and engineering-led global information technology services provider in its selected markets. One of the company’s corporate strategy principle elements is to continue diversifying its portfolio of services, reduce its dependence on the development of technology products for software vendors that are independent, and other technology companies that on an original equipment manufacturer basis, and focus on the direct enterprise market.
HCL Technologies plans to leverage its strength in conventional application development and direct it towards growth in business solutions. The company hopes that this model of business will make smooth dips in revenue in the application development business that is technology-led, while differentiating it from other engineering services providers. HCL Technologies plans is to develop business solutions that are industry-specific that include IT consulting, business, and business process outsourcing. It appears that this business strategy is not different from the strategies of the company’s competitors. The positioning of HCL Technologies as compared to its competitors such as Wipro, Infosys, and Tata Consultancy services is because the company is on a constant quest to grow its business beyond commoditised services that are application-related. 
The primary difference in HCL Technologies approach is its pursuit of growth options that are inorganic. The company has had a special focus on developing its niche of business solutions through strategic partnerships, joint ventures, and partnerships with companies in the United States that have specialized in a niche that enhances or complements the capabilities of HCL Technologies. This cross-border collaboration if manages and executed and managed well, can effectively place the company at the top of the list of engineering service organisations.
That being said, the company faces the following strategic issues. HCL Technologies has a problem with its total asset turnover and tough competition from other firms means that the company has limited market share. Another strategic issue that HCL Technologies faces is adverse effect of foreign exchange movement. Further, the company is at a risk of the emergence of disruptive practices or technologies like cloud computing. Overall, HCL Technologies is promising as the company has achieved a certain level of success as shown by its size. However, the company over depends on third party software developers and complex organisational structure that is made up of many unintegrated alliances. The company also has three verticals as mentioned above that dilutes its brand. 
The verticals are the HCL Companies that seem to be competing in the same markets. The company must be focused to make sure that the strategic alliances and joint ventures it has deliver on their promises. Furthermore, the company need to deal with the confusion with regard to its identity. There is confusion among enterprise buyers in the United States because of its identity and brand name. In European countries such as the United Kingdom, the company is relatively unknown because of the dilution of its brand name by different HCL Technology companies and portfolio of the holding company. This is compounded by the many joint ventures, subsidiaries, and alliances of HCL Technologies as mentioned above. Although HCL Technologies owns exclusive rights to the HCL Brand in the United States, it is often difficult for enterprises to distinguish between the different companies when they receive bids from more than one company.
[bookmark: _Toc27303084]4.0 HCL Technologies SWOT Analysis
SWOT analysis of HCL Technologies presents an analysis of the company or brand with its strengths, weaknesses, opportunities, and threats. In this SWOT analysis, the strengths and weaknesses represent the internal factors while opportunities and threats represent external factors. SWOT analysis is a proven management framework that enables brands and companies like HCL Technologies to benchmark its performance and business in comparison to the industry and their competitors. HCL Technologies is a leading brand in the Technology and Information Technology sectors.
[bookmark: _Toc27303085]4.1 Strengths
HCL Technologies’ first strength is its association with major brands. Since the company was founded, its alliances have played a crucial role in driving their ecosystem-based innovation. HCL Technologies solutions and service offerings across industries are strengthened by alliances with global technology vendors such as Cisco, IBM, Oracle, and Adobe. The company is also strengthened by its alliances with niche solution providers. HCL Technologies’ ecosystem is made up of almost 150 companies in different technology areas with which the company has formed go-to-market alliances, partnerships for specific requirements by customers, and specialist partnerships for niche technologies. The alliances are a strength because it allows HCL Technologies to offer the best-in-class solutions that meet the business requirements of their customers and help them in reducing total costs of ownership, reducing implementation risk, and accelerate time to market. 
Further, HCL has invested in alliance partner CoEs that create solution accelerators and frameworks, and gets certification in partner products. The company has also invested in joint solutions with partners to create solutions that are innovative to customers. Consistent revenue growth is also one of the strengths of HCL Technologies. The company has been having consistent growth in revenue. For instance, HCL Technologies reported a 16.1 percent year-on-year increase in consolidated profits of Rs 2,540 for September quarter in 2018. The company posted a profit of Rs 2,188 in the same period in 2017. HCL Technologies revenue grew by 19.5 percent to Rs 14,861 crore in 2018 in September quarter. The company’s revenue was Rs 12,434 in the same period in 2017 (Economic Time, 2018). 
HCL Technologies continues to deliver consistent and strong quarter-on-quarter margin growth performance and revenue. Further, the company remains confident of retaining its growth trajectory in the future. In terms of dollars, the company’s bottom line jumped by 5.1 percent year-on-year to $356.7 million in September quarter. Top line rose by 8.9 percent at $2098.6 million. HCL Technologies’ aim is to overtake Infosys, one of its competitors, in revenue over the next 5 years or come close. 
The acquisitions and partnerships are expected to drive the growth in revenue. Moreover, HCL Technologies’ revenue had surpassed Wipro in 2018, and the company’s target is to reach at least $15 billion by the year 2022 or 2023. This would mean that the company would have a compound growth rate of about 14 percent. At the end of financial year 2018, the revenue gap between HCL Technologies and Infosys was $3.1 billion, and in the last five years, HCL’s revenue grew at 11.5 percent compared to Infosys whose revenue grew at a rate of six percent. At this rate, HCL Technologies is expected to witness a turnover of about $13,5 billion in the next five years (Mohapatra, 2018).
HCL’s global coverage is another strength. The company has operations in countries like the United States, Japan, and Europe. HCL Technologies has operations in 44 countries, and has a wide global network of delivery centres that function in sync to offer services that are seamless to customers worldwide. The company’s mantra is ‘Think Global, Act Local’ which marries the international framework of service delivery to the local interface-based geo-adapted ecosystem. The revenue distribution of the company is also across the geographies in which it operates with America accounting for 55 percent. This ensures that all regions are served well will offices that are locally incorporated and with senior leaderships that are sound. HCL Technologies has presence in Texas, Illinois, California, and New Jersey in the United States. 
In Europe, the company has development capabilities in Frankfurt and near-shore options in Germany and Northern Ireland. HCL also has facilities in Malaysia, Japan, and Singapore. Owing to the HCL’s global presence, the technology firm is able to service large accounts that require worldwide presence and multiple points of touch (HCL, 2019). Moreover, HCL’s IT model of outsourcing helps it to merge software development that are offshore with onsite deployment seamlessly. Another strength is HCL’s acquisition of Axon which made it possible for the company to offer full-Service Access Point (SAP) services. HCL technologies completed its acquisition of Axon in 2008 for $658 million cash offer for Axon Group. Axon is an SAP consulting company in the United Kingdom. The acquisition has allowed HCL Technologies to address the almost $23 billion market per year for SAP services. The revenue earned by HCL from the SAP market was only around $1.5 billion per year because they lacked the consulting capabilities to help their customers transform their businesses.
As a result of the skills that Axon Group brought, the combined entity, HCL Axon pursues business of about $1.2 billion. The move by HCL Technologies to acquire Axon reflects a trend in information technology companies to merge to aim at becoming full-service providers. The acquisition combined the expertise of Axon in business consulting with HCL Technologies’ other services that HCL delivers at low costs from India. The Axon deal is helping HCL to grow its presence and business in Europe, and will help the company to cut its dependence on the United States, which is HCL’s largest market. HCL Technologies’ strength also lies in its over 70,000 employees. The employees are committed to the core values of the company, which has helped the company to value-centric and long-term relationships with customers and become one of the biggest technology companies in the world.
[bookmark: _Toc27303086]4.2 Weaknesses
One of the weaknesses of HCL Technologies regards its inability to cross-sell more services to its existing customers. This has forced many HCL Technologies’ customers to switch because they want fewer vendors who can do more work. Customers are also shifting to cloud computing provided by Amazon and Microsoft. This has squeezed the company’s old contracts for infrastructure maintenance. HCL could struggle in the future if it does not find a way of retaining its old clients. The company should be able to retain over 90 percent of all its annual business if its double-digit growth in revenue is to be achieved.
Another weakness is tough competition from other companies that offer similar services. HCL Technologies is facing intense competition in infrastructure management services from other top players. This has slowed down the company’s rate of growth. This weakness is compounded by the inability of the company to capture the digital opportunity at it lags behind its competitors. HCL’s main competitors include Wipro Technologies, Infosys, and Tata Consultancy services among other players. Infosys and Tata Consultancy services are also large firms which are capable of mounting tough competition. The company risks losing to these companies if it does not implement strategic decisions to be ahead of its competitors. In response to the tough competition that the company faces, it announced that it had signed transformational deals with firms in retail, telecom, and financial services.
[bookmark: _Toc27303087]4.3 Opportunities
New outsourcing deals present an opportunity for HCL Technologies. The company has been getting outsourcing deals and there is opportunity for more deals in the future. The company has been involved in outsourcing deals such as the deal it signed with the Volvo Group in 2016. Volvo Group is one of the leading manufacturers of commercial vehicles in the world, and is one of the customers of HCL’s information technology business. HCL Technologies also acquired Volvo’s external information technology business, which enabled HCL to add 40 new customers from France and the Nordics to its portfolio. This further improved HCL’s lead in the market in the regions. About 2,500 Volvo employees transferred to HCL Technologies across more than 10 countries. HCL’s deal with Volvo was one of the largest IT deals made by an Indian company. HCL was also the first company in the industry to apply principles of Vested Sourcing at the foundation of the relationship for information technology outsourcing engagement of the magnitude and size. Combining HCL’s strengths with the transferred skills from Volvo information technology would result in an organisation that has formidable abilities and an intimate understanding of the needs of Volvo and available opportunities. 
There is opportunity for HCL to make such deals in the future. For instance, HCL Technologies is in the running to clinch a $100 million information technology outsourcing deal from Fronterra. Fronterra is the largest firm in New Zealand with annual revenue of over $14 billion dollars (Mohapatra, 2019). Such deals will help HCL technologies to penetrate markets that are underpenetrated like New Zealand, Japan, and continental Europe.
Disruptions such as analytics, digitization, Internet of Things, cloud, and automation also present an opportunity for HCL Technologies. 
It is estimated that by 2024, about 50 percent of structured tasks that are repeatable will be automated and about 20 percent of workers in tasks that are knowledge-intensive will have software that are infused with artificial intelligence or other technologies that are connected digitally as co-workers (Mondal, 2019). This presents an opportunity for HCL as it will be difficult for organisations to implement Future of Work strategies without companies like HCL. Organisations will need to work with online communities that are multi-sourced, work across ecosystems, work with artificial intelligence, machines, and augmented humans in their everyday work.
[bookmark: _Toc27303088]4.4 Threats
One of the threats that HCL Technologies faces is negative effects of movements in foreign exchange. India is a great case for studying the effects of fluctuations in exchange rate. This is because India is an emerging economy and has a free-floating exchange rate market and not fixed like China’s exchange rate market. Movements in foreign exchange can affect the performance of a firm through different ways. For instance, the cost of inputs that are imported relative to other production factors, export prices relative to global competitors, or the cost of external borrowing (Nagahisarchoghaei, et al., 2018). Foreign exchange fluctuations can have adverse effects on the profitability of companies like HCL Technologies that operate in the global market. Changes in prices as a result of movements in the foreign exchange rates can change the terms of the competition with foreign companies for import competitors and domestic exporters (Nagahisarchoghaei, et al., 2018). Further, movements in foreign exchange can change prices of inputs for industries that use inputs that are internationally priced, or companies that import for resale (Nagahisarchoghaei, et al., 2018). Also, movements in foreign exchange can change the value of assets that are denominated in foreign currencies.
Similarly, a depreciation can raise the domestic currency price of the inputs, increasing costs and decreasing a firm’s profitability (Nagahisarchoghaei, et al., 2018). Finally, exchange movements can directly affect the value of assets that are denominated in foreign currencies through the translation of values from one currency to another (Nagahisarchoghaei, et al., 2018). For instance, a company with foreign investments such as HCL Technologies that has future and current cash flows that are denominated in foreign currency and the value of the home currency depend on the exchange rate (Nagahisarchoghaei, et al., 2018). A depreciation of the domestic currency increases industries’ value with net foreign denominate assets, while appreciation decrease the value of the industries.
Emergence of technologies or practices that are potentially disruptive like cloud computing also presents a threat for HCL Technologies. While these disruptive technologies may be initially seen as propositions that add value, concerns around automation are apparent due to computing technology advancements. These disruptive technologies may pave way for transformational services, but they may render some services that organisations need redundant. Therefore, it is difficult to find the balance between technological innovations and services that are transformational as they continue to have both elements of disruption and opportunity. At a glance, outsourcing services that HCL Technologies provides may be in bad health. 
The roles of service providers like start to change because of advancements in technology like robotic automation of processes are already beginning to provide companies with cost saving capabilities that outsourcing programmes may have. Businesses of all sizes are progressively incorporating machines that are automated, virtual bots, and other technologies that are redefining digital operations processes. Specifically, the days when service providers were just cost savers and problem solvers might come to an end. Disruptive technologies and practices will enable organisations to do many repetitive works in-house. This implies that they will withdraw some of their functions. A company like HCL will need to redefine its value proposition.
[bookmark: _Toc27303089]5.0 Corporate Level Strategic Directions That Have Been Taken by HCL Technologies To Date in Order to Develop and Sustain Its Competitive Position
Organisations in the 21st century are facing dynamic and exciting challenges. Companies that operate in the global market need strategic thinking and only evolving their corporate strategies can they develop and sustain their competitive positions. A sustained competitive position occurs when an organisation implements a value that creates strategy of which other firms cannot duplicate the benefits or find it too expensive to implement. Corporate strategy includes actions, decisions, and commitments that an organisation requires to achieve its strategic and competitive position and earn returns that are above average.
HCL Technologies has taken many corporate level strategic directions over the years to develop and sustain its competitive positions. One of the notable corporate level strategic directions that HCL Technologies has taken is the employee first and customer second policy. Many services and products today have become commodities and firms usually differentiate themselves not by the services they offer but by how they deliver their services and products. Despite of this fundamental shift in the market, many organisations have not changed how they operate. Most organisations are managed and structures by management ideas that may be considered outdated.  However, HCL Technologies realized the change in how markets operate in the 21st century and came up with the employee first and customer second policy in 2005. 
This is an alternative way of thinking that includes radical and unconventional management practices. In this strategy, management is accountable to employees, and employees are accountable for management. Employees first and customer second explores HCL Technologies’ journey of transformation as the organisation recognised that there was need for change. This policy led to a culture of trust through transparency, turned the organisational pyramid upside down, and shifted the change responsibility from Chief Executive Officer’s office to the employees using catalysts that are small that produced massive results. By putting employees first and customers second, the company was able to make active the zone of value or the zone where frontline employees would interact with customers and create real value for customers. This awakened the imagination of both customers and employees and set HCL Technologies on a journey of transformation that has made it one of the fasted growing and profitable global companies in engineering and Information technology sector.
Another major strategic direction that HCL Technologies took was its decision to start making PCs, phones, and tablets to expand its reach (Mukherjee & Sundararajan, 2012). The laptop market had been posting impressive growth in India and was the fastest growing category in the computer industry. Like many other sectors, the laptop market had undergone interesting changes in innovation and technology, and customer purchasing power and needs. Between 2008 and 2009, households accounted for over 50 percent of the market, and business customers accounted for about 47 percent (Mukherjee & Sundararajan, 2012). Laptop sales grew by a massive 173 percent between 2009 and 2010 in the top cities in India (Mukherjee & Sundararajan, 2012). HCL took this strategic direction because it appeared that computing consumers were increasingly becoming mobile in their routine, progressively getting savvy technologically, proactively becoming brand-oriented, and were rapidly getting status conscious (Mukherjee & Sundararajan, 2012).
However, years later, HCL Technologies stopped manufacturing PCs in 2013 in another corporate level strategic direction (Singh & Thomas, 2018). The company decided to exit the business of PC manufacturing and focus on information technology services and hardware distribution (Singh & Thomas, 2018). HCL separated its businesses into three different subsidiaries to unlock value in businesses that were profitable and isolate the one that were making losses in a turnaround strategy. The company’s hardware manufacturing business had struggles and there was no competitive or cost advantage in manufacturing hardware in India. The company decided to focus on distribution of PCs (Singh & Thomas, 2018).
The separation of HCL Technologies was another strategic direction that the company took in 2013 (The Economic Times, 2013). The company separated its learning, services, and hardware businesses into three separate units to create a lean organisational structure and improve efficiency in operations. Hardware solutions business was transferred to HCL System Integration Limited, a wholly-owned subsidiary and the learning business was transferred to HCL Learning Limited. HCL’s services business was transferred to HCL Care Limited (The Economic Times, 2013). The implications of the restricting provided greater visibility on the financial and operational performance of each business and provided a higher degree of accountability and independence. It also helped the company to effectively address different funding and talent needs of the different businesses (The Economic Times, 2013). HCL Infocom was also merged with HCL Infosystems in the same year.
Apart from organic growth, HCL Technologies has also been pursuing inorganic growth. For a few years now, the company has been pursuing what it refers to as Mode 1-2-3 strategy (Vijayakumar, 2017). This strategy focuses on strengthening the core services of the organisation (Mode 1) and build platforms that are future ready through emerging technologies such as machine learning, cloud, and artificial intelligence (Mode 2). The strategy also includes growth that is IP-led through partnerships with other technology companies like IBM (Mode 3). HCL Technologies has been heavily investing in acquiring firms that are aligned with its growth strategy for Mode 2 and Mode 3. This encompasses acquisition of seven IBM products for $1.8 billion (Vijayakumar, 2017). The company also acquired companies such as Strong-Bridge Envision, H & D International group and Actian Corporation (Moorthy, 2019).
[bookmark: _Toc27303090]6.0 Ansoff’s Matrix and the Employee First Customer Second Strategy
The employee first customer second strategy fits into Ansoff’s Matrix, which includes four dimensions. The dimensions are market penetration, product development, market development, and diversification (Hussain, et al., 2013). Every strategy is used depending on competition level, target market, and unique growth objectives of an organisation. The primary objective of the employee first customer second strategy is to maximize the company’s profitability and broaden its market share to continue being relevant and ensure business growth in the long-term.
[bookmark: _Toc27303091]6.1 Market penetration
The first objective of the employee first customers second strategy is to increase the market share of HCL Technologies. Adoption of this strategy required that HCL Technologies to lower prices and apply different promotional and marketing strategies to push sales in existing customer base. This was done through different price deals and discounts to grow sales while remaining in the same market. The company also lowered prices of its products and services through cost leadership. Market penetration is also linked with the company’s employee first customer second to differentiate its services and products in addition to attaining cost leadership. When HCL first adopted this strategy, market penetration played a key role in making the strategy a success in India. The company later used the recognition it achieved in India using this strategy to go global. The company also achieved brand awareness that it used to provide new products to new and existing consumer markets.
[bookmark: _Toc27303092]6.2 Product development
Product development in the second dimension of Ansoff’s Matrix. The employee first and customer second applies it as a secondary strategy to attain growth objectives. It involves developing new products or modifying the existing product lines to make them new to existing customers. HCL applied this strategy because of limited opportunities in their initial target market with their existing product lines. Intense competition from global firms required that HCL uses Employee first and customer second strategy to create new products. It was easy for the company to target exiting customers because they already achieved brand awareness. Also, targeting existing customer base requires less effort and resources. The employee first customer second has enabled HCL to significantly broaden its product line. This allows HCL to hedge the risks since it can compensate the losses realized in one product line with the gains from others. Today, HCL Technologies has many brands than its competitors. The company links this strategy with its investments in research and development for developing new products and innovation. Finally, the employee first customer second enables the company to introduce new product by continuously assessing the needs of its customers (Ramdas & Gajulapalli, 2009).
[bookmark: _Toc27303093]6.3 Market Development
The main objective of market development is to enter and explore new markets. The employee first customer second strategy applies market development strategy by using it to support product development and market penetration. This strategy has helped HCL Technologies to enter many countries as illustrated in previous sections in this paper. The successful entry of HCL in global markets has played an important role in making the company’s employees first customer second a global brand (Ramdas & Gajulapalli, 2009). Main reason for successful entry into foreign markets is low prices and strong brand name. The employee first customer second enabled HCL to understand the importance of culture and integrating local values and norms in marketing campaigns when penetrating new markets and geographic regions. HCL became culturally intelligent when it adopted the Employee first customer second strategy which has made the company acceptable in consumer markets that are culturally diversified.
[bookmark: _Toc27303094]6.4 Diversification
This is the fourth dimension of Ansoff’s matrix which involves a firm entering new markets with new products. This strategy is further divide into unrelated and related diversification. Unrelated diversification involves a company launching completely new services and product in new markets before experience. Regarding related diversification, a firms existing resources, knowledge, and infrastructure informs the decision to diversify product portfolio. HCL’s employee first customer second views this strategy as of secondary importance since it only support the growth that is achieved through product development and market penetration. Through related diversification, HCL acquires businesses that are profitable after analysing trends in the market and changing expectation by customers (Ramdas & Gajulapalli, 2009). HCL’s strategic objective that is linked to diversification is its strategy of acquiring firms to pursue inorganic growth. Through this strategy HCL focuses on companies that are related to avoid risk by entering unknown markets.
[bookmark: _Toc27303095]7.0 Implications of HCL’s Strategies and Recommendations
The effective application of the employee first customer second requires that HCL conducts detailed market and competitor analysis. Financial, market and financial data is needed to make the right decisions regarding market entry. However, applying the employee first customer second may imply that some existing customers may be alienated.
The employees first customer second strategy is linked with market penetration strategy that aims at increasing sales by reducing prices though cost leadership. Another way that HCL can achieve its growth objective is by integrating innovation for having clear basis for differentiation. This will help the employee first customer second strategy in expanding the company’s customer base even when the market becomes saturated.
The market penetration through employee first customer second can lead to market saturation. This implies that strictly following this strategy would mean that investing in different promotional and marketing activities would bring low returns. Therefore, it is recommended that the company considers other intensive growth strategies.
Although HCL has pursued partnerships, strategic alliances, and mergers, it still appears that market penetration is its primary strategy for growth as the company has presence in numerous consumer markets. Although this growth strategy has been successful, the company should focus more on inorganic growth strategies. However, it is important that it finds a balance between its organic and inorganic growth strategies.
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