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1. Executive Summary

This report evaluates VodafoneThree's strategic position following the 2025 merger between
Vodafone UK and Three UK and recommends a growth strategy to strengthen its long-term
competitive advantage. The analysis uses PESTLE, SWOT and Porter's Five Forces to

examine the company's internal and external business environment.

The findings show that VodafoneThree operates in a highly competitive telecommunications
industry influenced by rapid technological innovation, regulatory requirements and changing
customer expectations. However, the merger has significantly strengthened the company's
market position through an expanded customer base, enhanced network infrastructure and

substantial investment in 5G technology.

Using the Ansoff Matrix, Product Development is identified as the most appropriate growth
strategy. The report recommends expanding innovative digital products and services,
including 5G solutions, Internet of Things (loT), artificial intelligence (Al), cloud computing
and cybersecurity services, to increase customer value and support sustainable growth. The
proposed strategy was evaluated using the SFA framework and found to be suitable,
feasible and acceptable. A stakeholder engagement plan and implementation framework
with measurable Key Performance Indicators (KPIs) are also provided to support successful

execution.

Overall, the report concludes that Product Development will strengthen VodafoneThree's
competitive position, improve customer experience and support its long-term strategic

objective of becoming the UK's leading telecommunications and digital services provider.



2. Introduction

Vodafone Group PlIc is one of the world's leading telecommunications companies, providing
mobile and fixed connectivity, Internet of Things (IoT), cloud computing, and digital
communication services to consumers and businesses across Europe and Africa.
Established in 1984 in the United Kingdom, Vodafone has built a strong international
reputation through continuous investment in technological innovation, network infrastructure,

and customer-focused solutions (Vodafone Group Plc, 2025).

Vodafone's vision is to build a connected and inclusive digital society where technology
improves people's lives and supports sustainable economic growth. Its mission is to
"connect everyone”, ensuring reliable, secure and accessible digital communication for
individuals, businesses and communities. The company is guided by three core values:
customers, simplicity and growth, which shape its decision-making, encourage innovation

and support responsible business practices (Vodafone Group Plc, 2025).

In recent years, Vodafone UK has faced increasing competitive pressure from major
telecommunications providers, including BT/EE and Virgin Media O2. To strengthen its
market position and improve operational performance, Vodafone completed its merger with
Three UK in May 2025, creating VodafoneThree, the UK's largest mobile network operator
with approximately 27 million customers. The merged company has committed to investing
£11 billion over the next decade to expand standalone 5G coverage and support emerging
technologies such as smart cities, artificial intelligence and the Internet of Things (Vodafone,
2025).

This report evaluates VodafoneThree's current business environment, analyses strategic
growth opportunities and recommends an appropriate strategy to achieve sustainable

competitive advantage and long-term organisational success.

(Vodafone Group Plc, 2025), (Vodafone, 2025a), (VodafoneThree, 2025)



3. Evaluation of the Current Market Situation

VodafoneThree operates in a highly competitive and rapidly evolving UK
telecommunications industry. Following the merger between Vodafone UK and Three UK in
2025, the company became the UK's largest mobile network operator, serving approximately
27 million customers. The merger provides opportunities to improve network coverage,
achieve operational efficiencies and strengthen VodafoneThree's competitive position
against BT/EE and Virgin Media O2 (Vodafone, 2025a). However, the company also faces
regulatory pressures, rapid technological change and increasing customer expectations. To
evaluate VodafoneThree's business environment, this section applies the PESTLE

framework, SWOT analysis and Porter's Five Forces.

3.1 PESTLE Analysis

Political Factors

Government regulation plays a significant role in the UK telecommunications industry.
Ofcom oversees competition, spectrum allocation and consumer protection, ensuring
operators provide fair services while investing in resilient network infrastructure. Approval of
the Vodafone—Three merger required a commitment to invest approximately £11 billion in
UK digital infrastructure over the next decade (Vodafone, 2025a). This investment creates
opportunities to improve network quality and expand market leadership, although
VodafoneThree must continue meeting regulatory requirements and maintaining service
standards. (Ofcom, 2025), (Vodafone,2025a)

Economic Factors

The UK economy presents both challenges and opportunities for VodafoneThree. Inflation
and rising operating costs have increased expenditure on energy, labour and network
infrastructure, while customers have become more price sensitive. Despite these pressures,
the merger is expected to generate approximately £700 million in annual cost synergies
through network integration and operational efficiencies (Vodafone Group Plc, 2025). These
savings should strengthen profitability and support continued investment in digital
infrastructure. However, achieving these benefits depends on successful integration and

effective cost management.

(Vodafone Group Plc, 2025), (Vodafone Group Plc, 2025)



Technological Factors

Technology is one of the most important drivers of growth within the telecommunications
sector. Increasing demand for 5G, cloud computing, artificial intelligence (Al) and the
Internet of Things (loT) creates opportunities for VodafoneThree to expand its digital
services. The merged company aims to build the UK's leading standalone 5G network,
supporting innovations such as smart cities, connected healthcare and autonomous vehicles
(Vodafone, 2025b). During 2025, customers benefited from access to both Vodafone and
Three networks, improving 4G speeds and reducing coverage gaps. However, maintaining

technological leadership requires continuous investment and innovation.

(Vodafone Group Plc, 2025), (VodafoneThree, 2025)

3.2 SWOT Analysis
Strength — Market Leadership

VodafoneThree's greatest strength is its enhanced market position following the merger.
With approximately 27 million customers, it has become the UK's largest mobile operator,
benefiting from economies of scale, stronger bargaining power and improved network
coverage (Vodafone, 2025a). Combining spectrum assets and infrastructure enables
VodafoneThree to deliver higher-quality services while supporting its ambition to become the

UK's leading 5G provider.
(Vodafone, 2025a)

Weakness — Integration Risks

The merger also creates significant operational challenges. VodafoneThree must
successfully integrate network infrastructure, IT systems, organisational cultures and
customer service operations. Any delays or service disruptions could reduce customer
satisfaction and damage the company's reputation. In addition, achieving projected cost
savings depends on effective implementation, making successful integration essential for

long-term performance.

(Vodafone, 2025a)



Opportunity — Digital and Enterprise Services

The increasing demand for digital solutions presents a major opportunity for VodafoneThree.
Businesses require 10T connectivity, cloud computing, cybersecurity and Al-powered
communication services, while consumers increasingly expect reliable high-speed
connectivity. By expanding these services through its enhanced 5G network, VodafoneThree
can diversify revenue sources and strengthen customer relationships beyond traditional

mobile subscriptions.

(Vodafone Group Plc, 2025)

3.3 Porter's Five Forces
Competitive Rivalry — High

Competition within the UK telecommunications market is intense. VodafoneThree competes
directly with BT/EE and Virgin Media O2, which continue investing heavily in network quality,
innovation and customer acquisition. As the market is mature, operators compete primarily
through pricing, service quality and technological advancement, placing constant pressure

on profitability.

Threat of New Entrants — Low

The telecommunications industry has high barriers to entry because establishing a
nationwide network requires significant capital investment, regulatory approval and spectrum
licences. Although Mobile Virtual Network Operators (MVNOs), such as Tesco Mobile and
Sky Mobile, increase competition, they rely on existing infrastructure rather than building

independent networks.

Bargaining Power of Buyers — High

Customers have considerable bargaining power due to the availability of competing
providers and simple switching processes. Ofcom regulations supporting number portability
further increase customer choice. Consequently, VodafoneThree must continue improving

service quality, pricing and customer experience to maintain loyalty.



Bargaining Power of Suppliers — Moderate

VodafoneThree relies on a limited number of specialist equipment suppliers, including
Ericsson, Nokia and Samsung. While these suppliers possess advanced technological
expertise, Vodafone's large purchasing scale enables it to negotiate favourable long-term

agreements, reducing supplier influence.

Threat of Substitutes — Moderate

Internet-based communication platforms such as WhatsApp, Microsoft Teams and Zoom
reduce demand for traditional voice and SMS services. As a result, VodafoneThree

increasingly relies on high-speed mobile data and digital connectivity to generate revenue.

Overall Evaluation

Overall, VodafoneThree operates in a dynamic environment characterised by technological
innovation, strong competition and increasing regulatory oversight. The merger with Three
UK has strengthened the company's market position by expanding its customer base,
improving network capabilities and creating opportunities for operational efficiencies.
However, successful integration, continued investment in digital infrastructure and ongoing
innovation remain essential for maintaining competitive advantage. By leveraging its
enhanced 5G network and expanding digital services, VodafoneThree is well positioned to

achieve sustainable growth within the UK telecommunications industry.

(Porter, 1980), (Porter, 1980; Ofcom, 2025).



4. Strategic Growth Options and Proposed Strategy

Following the merger between Vodafone UK and Three UK in 2025, VodafoneThree has

strengthened its position as the UK's largest mobile network operator, serving approximately

27 million customers (Vodafone, 2025a). The merger has increased network capacity,

spectrum resources and financial capability, creating opportunities for future growth. To

identify the most appropriate strategic direction, this report applies Ansoff's Matrix, which

evaluates four growth strategies: market penetration, market development, product

development and diversification (Ansoff, 1957).

Ansoff Matrix

Ansoff's Matrix helps organisations identify growth opportunities by considering existing and

new products within existing and new markets.

EXISTING PRODUCTS

1. MARKET PENETRATION
» Competitive pricing

* Loyalty programmes

EXISTING
MARKETS

* Improve existing mobile and broadband services

* Increase customer retention

Risk: Low

(Ansoff, 1957; Johnson, Scholes and Whittington, 2020)

3. MARKET DEVELOPMENT

NEW
MARKETS

* Target new business customer segments
» Reach new customer groups

» Expand existing services into new markets

» Develop new geographical opportunities
Risk: Medium

(Ansoff, 1957; Johnson, Scholes and Whittington, 2020)

NEW PRODUCTS

2. PRODUCT DEVELOPMENT RECOMMENDED
* Al-powered customer support

* |oT solutions for businesses

* Cloud and cybersecurity services

* Smart home and connected devices

» Expanded 5G services

Risk: Medium

(Ansoff, 1957; Vodafone Group Plc, 2025)

4. DIVERSIFICATION

* Develop completely new digital businesses

* Enter new industries outside telecommunications
» Develop new products for new markets

» Explore new technology markets

Risk: High

(Ansoff, 1957; Johnson, Scholes and Whittington,
2020)




Market Penetration focuses on increasing sales of existing products within existing
markets. VodafoneThree could strengthen customer loyalty through competitive pricing,
improved network quality and promotional offers. However, the UK telecommunications
market is mature and highly competitive, making significant market share growth difficult
(Johnson, Scholes and Whittington, 2020).

Market Development involves introducing existing products into new markets or customer
segments. Although Vodafone operates across Europe and Africa, the immediate priority for
VodafoneThree is integrating the recent merger and strengthening its UK operations.

Therefore, expanding into new markets is unlikely to provide significant short-term benefits.

Diversification involves developing new products for new markets. While this strategy
may create future growth opportunities, it carries the highest level of risk because it requires
substantial investment and expertise outside Vodafone's core telecommunications business
(Ansoff, 1957). Given the ongoing integration process, diversification is not considered the

most appropriate strategy.

Product Development is the most suitable option because it focuses on developing new
products and services for VodafoneThree's existing customer base. The merger has
strengthened network infrastructure and expanded 5G capabilities, enabling the company to
introduce innovative digital services while increasing customer value and strengthening long-

term relationships.

(Ansoff, 1957), (Ansoff, 1957; Vodafone Group Plc, 2025).



Recommended Strategy: Product Development

This report recommends Product Development as VodafoneThree's primary growth
strategy. Rather than focusing solely on attracting new customers, the company should
maximise value from its existing customer base by expanding innovative digital products

supported by its enhanced 5G network.

Key initiatives include expanding standalone 5G services, increasing Internet of Things (loT)
solutions for businesses, developing artificial intelligence (Al)-powered customer support,
introducing cybersecurity and cloud connectivity services, and offering smart home
technologies for consumers. These initiatives build on VodafoneThree's existing
technological capabilities and maximise the benefits of the company's £11 billion investment

in UK network infrastructure (Vodafone, 2025a).

The strategy also responds to changing customer needs. Demand for secure digital
connectivity, cloud computing, Al applications and loT services continues to increase among
both business and consumer markets. By expanding these services, VodafoneThree can
diversify its revenue streams, strengthen customer loyalty and reduce reliance on traditional
mobile subscriptions. In addition, delivering innovative digital services supports Vodafone's
ambition to become the UK's leading digital communications provider while competing

through service quality and innovation rather than price alone.

Justification

Product Development aligns with Vodafone's vision of connecting people, businesses and
communities through innovative and sustainable digital technology (Vodafone Group Plc,

2025). It builds upon VodafoneThree's existing infrastructure, technological expertise and

strong customer base, making it a lower-risk strategy than diversification or market

development.

Compared with other options within Ansoff's Matrix, Product Development provides the
strongest strategic fit because it allows VodafoneThree to maximise returns from its recent
merger while meeting growing demand for advanced digital services. The strategy also
supports long-term financial objectives by increasing customer retention, improving average
revenue per user (ARPU) and strengthening competitive advantage. Consequently, Product
Development offers the greatest potential to achieve sustainable growth while reinforcing

VodafoneThree's position as the UK's leading telecommunications provider.
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5. Strategy Evaluation (SFA Framework)

The proposed strategy for VodafoneThree is Product Development, identified through the

Ansoff Matrix. This strategy recommends introducing innovative digital products and

services, including advanced 5G solutions, Internet of Things (IoT) applications, artificial

intelligence (Al)-powered customer support, cloud connectivity and cybersecurity services for

both consumer and business customers. To determine whether this strategy is appropriate,

the SFA (Suitability, Feasibility and Acceptability) framework developed by Johnson,

Scholes and Whittington (2020) is applied. The framework evaluates whether the proposed

strategy addresses the organisation's strategic position, whether it can realistically be

implemented using available resources and capabilities, and whether it is likely to satisfy the

expectations of key stakeholders.

Table 5.1: SFA Evaluation of the Proposed Product Development Strategy

(by myself)

SFA Criteria

Evaluation

Evidence

Suitability

High

Supports VodafoneThree's objective of becoming the
UK's leading 5G provider by expanding digital products
and services. Aligns with opportunities identified in the
PESTLE and SWOT analyses, particularly technological
innovation and increasing demand for digital

connectivity.

Feasibility

High

VodafoneThree has approximately 27 million customers,
enhanced network infrastructure following the merger
and an £11 billion investment programme to expand the
UK's 5G network. Expected annual cost synergies of

£700 million improve financial capability.

Acceptability

High

Expected to increase customer satisfaction, improve
shareholder returns, create new digital employment
opportunities and support UK digital infrastructure.
Some implementation risks exist but are outweighed by

long-term strategic benefits.




11

Suitability

Product Development is suitable because it responds to opportunities identified through the
PESTLE and SWOT analyses. Growing demand for digital services, 5G and new
technologies creates opportunities for VodafoneThree to develop Al, cloud and loT services.
The merger with Three UK has also strengthened its customer base and network capabilities
(Vodafone Group Plc, 2025).

Feasibility

The strategy is feasible because VodafoneThree has the financial and technological
resources required. The company has committed £11 billion to 5G investment and expects
£700 million in annual cost synergies from the merger (Vodafone Group Plc, 2025). This

assumes successful integration and continued customer demand for 5G and digital services.

Acceptability

Product Development is acceptable because it benefits key stakeholders. Customers receive
improved services and connectivity, while shareholders can benefit from increased revenue
and profitability. Employees can also develop new digital skills. Although the strategy
involves investment and risk, the expected benefits support VodafoneThree's long-term

sustainable growth.
(Johnson, Scholes and Whittington, 2020), (Vodafone Group Plc, 2025),

(Johnson, Scholes and Whittington, 2020).
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6. Stakeholder Analysis

Stakeholder Theory suggests that organisations should consider the interests of all
individuals and groups affected by their decisions rather than focusing solely on
shareholders (Freeman, 1984). For VodafoneThree, the proposed Product Development
strategy, which involves expanding innovative 5G, 0T, cloud and Al-enabled services, will
affect a wide range of internal and external stakeholders. Effective stakeholder engagement
is therefore essential to ensure successful implementation and minimise resistance to

change.

Mendelow's Matrix provides a useful framework for prioritising stakeholders according to
their level of power and level of interest (Johnson, Scholes and Whittington, 2020).
Shareholders and senior management have both high power and high interest because they
provide investment and make strategic decisions. They should be managed closely through
regular performance reports, financial updates and strategic review meetings to ensure

continued support for the proposed strategy.

Employees also have a high level of interest because the introduction of new digital services
will require additional training, new skills and organisational change. Although their power is
generally lower than that of shareholders, engaging employees through communication
programmes, training workshops and feedback sessions will help reduce resistance and

improve implementation.

Customers are another important stakeholder group because they will directly benefit from
improved network performance, enhanced digital services and greater service reliability.
VodafoneThree should maintain customer engagement through satisfaction surveys, digital
support platforms and regular communication regarding new products and service

improvements.

Government bodies and regulators, including Ofcom, possess high power because they
oversee competition, consumer protection and telecommunications regulation.
VodafoneThree must maintain compliance with regulatory requirements while demonstrating
that continued investment in digital infrastructure supports the UK's economic growth and

digital connectivity objectives.
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6.1: Stakeholder Engagement Plan (Mendelow's Matrix)

Shareholders High High Regular financial reporting,

strategic meetings and

performance updates.

Senior Management | High High Involve in strategic planning,
implementation monitoring and

decision-making.

Employees Medium High Training programmes, internal
communication and change
management initiatives.

ST R High Customer surveys, service
updates, loyalty programmes
and digital support.

Ofcom and High Medium Regulatory compliance,

Government progress reports and ongoing

consultation regarding network

investment.

(by myself)

Overall, applying Stakeholder Theory and Mendelow's Matrix demonstrates that successful
implementation of the Product Development strategy depends on maintaining strong
relationships with key stakeholders. Effective engagement will increase stakeholder support,
reduce implementation risks and contribute to VodafoneThree's long-term competitive

SUCCess.

(Johnson, Scholes and Whittington, 2020), (Freeman, 1984).
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7. Implementation and Monitoring

For the proposed Product Development strategy to be successful, VodafoneThree
requires a structured implementation plan with clear objectives, specific actions, realistic
timescales and measurable Key Performance Indicators (KPIs). Effective implementation
ensures that strategic objectives are translated into operational activities while allowing
management to monitor progress and make adjustments where necessary (Johnson,
Scholes and Whittington, 2020).

The first objective is to accelerate the expansion of VodafoneThree's standalone 5G
network across the UK. Following the merger with Three UK, the company has committed
to investing £11 billion over the next decade to improve network quality and coverage
(Vodafone, 2025a). Increasing network coverage will support the launch of new digital

services while improving customer satisfaction and reducing coverage gaps.

The second obijective is to develop and introduce innovative digital products, including
Internet of Things (loT) solutions, cloud connectivity, cybersecurity services and Al-powered
customer support. These products will diversify Vodafone's revenue streams and strengthen
relationships with both consumer and business customers. Successful product launches
should be supported by market research, customer feedback and continuous product

improvement.

The final objective is to improve customer experience and increase customer loyalty.
VodafoneThree should invest in employee training, digital customer service platforms and
personalised marketing campaigns to ensure customers fully benefit from the new services.
Monitoring customer satisfaction and retention will help evaluate whether the strategy is

achieving its intended outcomes.

(Kaplan and Norton, 1996), (Johnson, Scholes and Whittington, 2020).
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Table 7.1: Implementation and Monitoring Plan

Expand standalone Invest in network 2026-2028 5G population
5G network infrastructure, increase coverage (%), network
coverage and integrate speed, reduction in
Vodafone and Three coverage gaps
networks
Launch new digital Develop loT, Al, cloud 2026-2027
Number of new
products and cybersecurity products launched,
services for consumers - .
digital service
and businesses :
revenue, enterprise
customer growth
Improve customer Enhance digital Ongoing Customer Satisfaction
experience support, provide (CSAT), Net Promoter
employee training and Score (NPS),
strengthen customer .
customer retention
engagement rate
Increase financial Achieve operational 2026-2028 £700 million annual
performance efficiencies and annual cost synergies,
cost synergies revenue growth,
Average Revenue Per
User (ARPU)

(by myself)
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8. Conclusion

This report evaluated VodafoneThree's strategic position following the merger between
Vodafone UK and Three UK. The analysis showed that the company operates in a highly
competitive telecommunications market influenced by technological innovation, regulatory
requirements and changing customer expectations. Despite these challenges,
VodafoneThree benefits from a strong customer base, enhanced network infrastructure and

significant investment in 5G technology.

Using the Ansoff Matrix, Product Development was identified as the most appropriate
growth strategy because it enables VodafoneThree to expand innovative digital products and
services for existing customers. The SFA framework confirmed that the strategy is suitable,
feasible and acceptable, while the stakeholder analysis emphasised the importance of

effective engagement during implementation.

Overall, successful implementation of this strategy will strengthen VodafoneThree's
competitive advantage, improve customer satisfaction and support sustainable long-term
growth, reinforcing its position as the UK's leading telecommunications and digital services

provider.

(Ansoff, 1957), (Vodafone Group Plc, 2025).
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