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Executive Summary
This report examines the current strategic position of Vodafone UK during a major period of change, following its merger with Three UK to form VodafoneThree. The merger has created one of the largest mobile operators in the UK, with around 27 million customers and a planned £11 billion investment into network development over the next ten years. This gives VodafoneThree a strong opportunity to improve its market position, but it also creates pressure to deliver clear benefits to customers, regulators, shareholders and wider society (Vodafone Group Plc, 2025).
The UK telecommunications market is highly competitive, with strong rivals such as BT/EE and Virgin Media O2. Customers are also becoming more demanding, expecting reliable coverage, faster internet speeds, good customer service and affordable prices. At the same time, technology such as 5G, Iot and smart city development creates new opportunities for growth (Ofcom, 2025).
After considering different strategic growth options, this report recommends that VodafoneThree follows a 5G-led customer and small business growth strategy. This means using the merger and network investment to improve 5G coverage, reduce network “not-spots,” improve customer experience, and offer simple digital connectivity services for small businesses.
This strategy is recommended because it is suitable for the current market, practical through VodafoneThree’s existing investment plans, and acceptable to key stakeholders. If implemented carefully, it can help VodafoneThree strengthen its competitive advantage and support long-term sustainable growth.

Introduction 
Vodafone is one of the world’s major telecommunications companies, providing mobile, broadband and digital connectivity services to both individual customers and businesses. Its purpose is focused on connecting people through networks and technology, while supporting an inclusive, sustainable and trusted digital society (VodafoneThree, 2026). This shows that Vodafone’s strategy is not only about selling mobile contracts, but also about helping people, businesses and communities access digital services.
In the UK, Vodafone has entered a major period of strategic change following its merger with Three UK to form VodafoneThree. This merger has created a larger mobile operator with a stronger customer base and a major opportunity to improve network coverage and service quality. VodafoneThree has committed to investing £11 billion into building a stronger UK network, with the aim of expanding 5G coverage and improving connectivity across the country (VodafoneThree, 2026).
Vodafone’s recent strategic priorities have focused on customers, simplicity and growth. This is important because the UK telecoms market is highly competitive, and customers expect reliable coverage, good value and strong customer service (Vodafone Group Plc, 2025). Therefore, VodafoneThree must use the merger carefully to strengthen its competitive position and prove that the new business can deliver real benefits.
This report will evaluate VodafoneThree’s current market situation and recommend a 5G-led customer and small business growth strategy. The aim is to show how VodafoneThree can use its larger scale, investment plans and network resources to support long-term sustainable growth.

Evaluation of current market situation
PESTEL Analysis
Political
The UK telecommunications industry is heavily influenced by government policies and regulations. The government continues to support investment in digital infrastructure and nationwide 5G coverage because reliable connectivity is seen as essential for economic growth and innovation. Following the merger between Vodafone UK and Three UK, VodafoneThree must continue to meet regulatory requirements and demonstrate that the merger benefits customers through improved services and greater network investment (Competition and Markets Authority, 2025).
Economic
The current economic environment has made many customers more conscious about how much they spend on mobile and broadband services. Inflation and the rising cost of living mean consumers are looking for good value for money while still expecting reliable network performance. At the same time, VodafoneThree must continue investing billions of pounds into network improvements, making it important to balance investment with long-term profitability (Vodafone Group Plc, 2025).
Social
Modern society depends heavily on mobile connectivity. Customers use mobile networks for work, education, entertainment, banking and communication on a daily basis. People now expect fast internet speeds, reliable signal coverage and excellent customer service. Businesses also rely on dependable mobile networks to support remote working and digital operations. These changing customer expectations create opportunities for VodafoneThree to improve customer satisfaction through better coverage and service quality (Ofcom, 2025).
Technological
Technology is changing rapidly within the telecommunications industry. The expansion of 5G networks, cloud computing, artificial intelligence and the Internet of Things (IoT) creates significant opportunities for VodafoneThree. The company's planned £11 billion investment into its network will allow it to improve coverage, increase network capacity and support future technologies such as smart cities and connected devices (VodafoneThree, 2026).
Environmental
Telecommunications companies are increasingly expected to reduce their environmental impact. Customers, investors and governments expect businesses to operate sustainably by reducing carbon emissions, improving energy efficiency and using technology responsibly. Vodafone has already made sustainability one of its long-term priorities, meaning future growth should balance business performance with environmental responsibility (Vodafone Business, 2026).
Legal
VodafoneThree operates within a highly regulated industry. It must comply with regulations relating to competition, consumer protection, data privacy and telecommunications. The Competition and Markets Authority approved the Vodafone-Three merger with legally binding commitments, meaning the company must continue demonstrating that the merger delivers benefits for customers and promotes investment in UK digital infrastructure (Competition and Markets Authority, 2025).
PESTEL Summary
Overall, the PESTEL analysis shows that VodafoneThree operates within a challenging but opportunity-rich environment. Political support for digital infrastructure, rapid technological development and increasing customer demand for reliable connectivity create strong growth opportunities. However, intense competition, regulatory requirements and economic pressures mean the company must deliver high-quality services while carefully managing costs. These findings support the recommendation that VodafoneThree should focus on expanding its 5G network and improving customer experience as its long-term growth strategy (Buye,2021).

Porters Five Forces
Porter’s Five Forces can be used to understand the level of competition in the UK telecommunications market (Porter, 1980).
Competitive rivalry is high - VodafoneThree competes with major providers such as BT/EE, Virgin Media O2, Sky Mobile and other mobile virtual network operators. Customers can compare deals easily, so VodafoneThree must compete on price, coverage, reliability and customer service.
Buyer power is high - Customers have many choices and can switch providers if they are unhappy with price, signal or service. This means VodafoneThree must show clear improvements from the merger, especially through better network quality and customer experience.
Supplier power is medium - VodafoneThree depends on technology suppliers, network equipment providers and infrastructure partners. These suppliers are important because 5G network development requires specialist equipment and high investment. However, VodafoneThree’s larger scale after the merger may improve its bargaining position.
Threat of new entrants is low - Building a national mobile network requires major investment, licences and infrastructure. This makes it difficult for new full-network competitors to enter the market. However, smaller virtual providers can still compete by using existing networks and offering cheaper deals.
Threat of substitutes is medium - Customers increasingly use Wi-Fi, WhatsApp, Teams, Zoom and other internet-based communication services instead of traditional calls and texts. This means VodafoneThree must focus on high-quality data services and reliable connectivity rather than relying only on traditional mobile services.
Overall, Porter’s Five Forces shows that VodafoneThree faces strong competition and high customer expectations. Therefore, the company needs to differentiate itself through reliable 5G coverage, better customer service and stronger value for customers.

SWOT Analysis
A SWOT analysis helps summarise VodafoneThree’s internal strengths and weaknesses, alongside external opportunities and threats (Leigh, 2009).
Strengths: VodafoneThree has a larger customer base after the merger, strong brand recognition, combined network resources and a planned £11 billion investment into UK network development (VodafoneThree, 2025). These strengths give the company a stronger platform for future growth.
Weaknesses: The merger may create integration challenges, including combining systems, networks, employees and customer service processes. If this is not managed well, customers may experience confusion or service problems.
Opportunities: The biggest opportunity is to use 5G investment to improve coverage, reduce not-spots and support new services for small businesses. There is also potential growth in IoT, smart cities and digital services as customers and businesses rely more on connectivity (Ofcom, 2025).
Threats: VodafoneThree faces strong competition, regulatory pressure and price-sensitive customers. The CMA’s involvement in the merger also shows that the business must prove the merger benefits customers and does not reduce competition (Competition and Markets Authority, 2025). 
The market analysis shows that VodafoneThree is in a strong but challenging position. The merger gives the company greater scale and investment capacity, but the UK telecoms market remains highly competitive and closely regulated. Customers expect reliable coverage, fair prices and good service. Therefore, VodafoneThree should not compete mainly on price. A 5G-led differentiation strategy is more suitable because it uses the company’s new scale and investment plans to improve network quality, customer experience and small business services.

Strategic Growth Options and Proposed Strategy
To identify the most suitable growth strategy for VodafoneThree, this section considers three possible strategic options. These options are evaluated using Ansoff’s Matrix and Porter’s Generic Strategies.
Option 1: Competing mainly through low prices
One option for VodafoneThree would be to grow by offering cheaper mobile contracts and broadband deals. This could help attract price-sensitive customers, especially during a period where many households are affected by cost-of-living pressures. In Ansoff’s Matrix, this would mainly be seen as market penetration, because VodafoneThree would be trying to grow in its existing UK market with existing services (Ansoff, 1957).
However, this option is not recommended as the main strategy. The UK telecoms market is already highly competitive, and focusing too much on low prices could lead to a price war with competitors such as BT/EE, Virgin Media O2 and smaller mobile providers. It may increase customer numbers in the short term, but it could reduce profitability and weaken VodafoneThree’s ability to fund long-term network investment.
Option 2: Expanding into unrelated new services
A second option would be for VodafoneThree to diversify into new services outside its main telecoms business, such as financial services, entertainment platforms or unrelated digital products. This would fit the diversification category in Ansoff’s Matrix, because it would involve new products and potentially new markets (Ansoff, 1957).
Although diversification can create new revenue streams, it is also risky. VodafoneThree is currently dealing with a major merger, network integration and customer expectations. Moving too far away from its core telecoms strengths could distract management and increase costs. For this reason, diversification should not be the main focus at this stage.
Option 3: 5G-led customer and small business growth
The recommended option is a 5G-led customer and small business growth strategy. This means VodafoneThree should use the merger and its planned £11 billion network investment to improve 5G coverage, reduce network “not-spots,” increase reliability and offer simple digital connectivity packages for small businesses (VodafoneThree, 2025).
Using Ansoff’s Matrix, this strategy combines market penetration and product development. It supports market penetration because VodafoneThree would improve its service to keep and attract customers in the existing UK market. It also supports product development because the company can create improved 5G packages, business connectivity services and IoT solutions for existing and new customers (Ansoff, 1957).
This strategy also links to Porter’s Generic Strategies. Rather than competing only on cost, VodafoneThree should follow a differentiation strategy by offering better network quality, stronger 5G coverage, improved customer service and more reliable digital solutions (Porter, 1980). This is important because customers may be willing to stay with, or move to, a provider that offers better coverage and reliability.
The strategy also fits Vodafone’s wider priorities around customers, simplicity and growth (Vodafone Group Plc, 2025). It is simple to understand, linked to the company’s current resources, and directly connected to the reason behind the Vodafone and Three merger. Therefore, the proposed strategy is for VodafoneThree to position itself as a trusted, reliable and accessible 5G provider for both everyday customers and small businesses.

Strategy Evaluation
The proposed 5G-led customer and small business growth strategy can be evaluated using the SFA framework. This framework considers whether a strategy is suitable, feasible and acceptable for the organisation and its stakeholders (Johnson et al., 2011).
Suitability
The strategy is suitable because it directly responds to VodafoneThree’s current market situation. The UK telecommunications market is highly competitive, and customers expect strong coverage, fast data speeds and reliable customer service. A 5G-led strategy allows VodafoneThree to compete on quality and reliability rather than only competing on low prices. This is important because a price-based strategy could reduce profitability and make it harder to fund long-term network investment.
The strategy also fits the purpose of the Vodafone and Three merger. VodafoneThree has committed to major investment in network development, including 5G expansion and improved coverage across the UK (VodafoneThree, 2025). Therefore, focusing on 5G-led growth is suitable because it uses the company’s current direction, resources and market opportunity.
Feasibility
The strategy is feasible because VodafoneThree already has important resources to support it. These include a large customer base, combined network assets, strong brand recognition and the planned £11 billion investment into the UK network (VodafoneThree, 2025). From a resource-based view, these assets can help the company build competitive advantage if they are used effectively (Barney, 1991).
However, there are also feasibility risks. Merging two large telecoms businesses can create challenges, such as integrating systems, networks, employees and customer service processes. Network upgrades also take time and require careful planning. This means VodafoneThree must implement the strategy in stages rather than expecting immediate results.
Acceptability
The strategy is acceptable because it can create benefits for several key stakeholders. Customers should benefit from better coverage, faster 5G services and fewer network not-spots. Small businesses could benefit from more reliable digital connectivity and simple business packages. Shareholders may accept the strategy because it supports long-term growth and could improve customer retention. Regulators and government are also likely to support the strategy if it improves UK digital infrastructure and shows that the merger is delivering public benefits (Competition and Markets Authority, 2025).
There are still risks. Customers may become frustrated if improvements are slow, and employees may feel uncertain during merger integration. Therefore, VodafoneThree should communicate clearly with stakeholders and monitor progress using clear performance measures.
Overall, the strategy is suitable, feasible and acceptable. It matches VodafoneThree’s market position, uses its investment plans effectively and offers clear value to customers, businesses and wider stakeholders.

Stakeholder Analysis
The proposed 5G-led customer and small business growth strategy will affect a range of stakeholders. Mendelow’s Matrix can be used to group stakeholders by their level of power and interest, helping VodafoneThree decide how to manage communication and engagement (Mendelow, 1991).
The first group is high power and high interest stakeholders. This includes regulators, government and shareholders. Regulators such as the Competition and Markets Authority and Ofcom will be interested in whether the Vodafone and Three merger delivers real benefits for customers and supports competition in the UK telecoms market (Competition and Markets Authority, 2025). Shareholders will also have high interest because the strategy requires major investment and is expected to support long-term growth. These stakeholders should be managed closely through regular reporting, clear evidence of network improvements and updates on financial performance.
The second group is high power but lower day-to-day interest stakeholders. This includes major technology suppliers and infrastructure partners. They may not be involved in every customer issue, but they are important because VodafoneThree depends on them to deliver 5G network upgrades. These stakeholders should be kept satisfied through strong contracts, clear targets and long-term partnership planning.
The third group is low power but high interest stakeholders. This includes customers, small businesses and employees. Customers will expect better coverage, stronger reliability and good value from the merger. Small businesses may benefit from improved 5G packages and digital connectivity services. Employees will also be affected because merger integration can create uncertainty, new systems and changes in roles. VodafoneThree should keep these stakeholders informed through clear communication, customer support, employee training and simple service updates.
The final group is low power and low interest stakeholders, such as the wider public. They should be monitored through general communication about network improvements, digital inclusion and community benefits.
Overall, stakeholder engagement is important because the strategy will only succeed if VodafoneThree builds trust and shows that the merger creates practical benefits.

Implementation and Monitoring
To make the proposed 5G-led customer and small business growth strategy successful, VodafoneThree should implement it in clear stages. This will help the company manage merger integration carefully while still showing customers and stakeholders that progress is being made.
During the first year, the main objective should be to stabilise the merger and improve the customer experience. VodafoneThree should focus on integrating Vodafone and Three network systems, identifying areas with poor coverage, improving customer service processes and training employees on the new company strategy. This stage is important because customers may lose trust if the merger creates confusion or service problems. Key performance indicators should include customer complaints, customer satisfaction scores, network uptime and the number of coverage problem areas identified.
During years two and three, the objective should be to expand 5G coverage and improve customer value. VodafoneThree should use its planned network investment to reduce not-spots, improve 5G reliability and launch simple mobile and broadband packages for households and small businesses (VodafoneThree, 2025). For small businesses, the company could offer clear packages that include mobile data, broadband, cloud support and IoT options. KPIs should include 5G coverage levels, average download speeds, customer churn rate, number of small business customers and business revenue growth.
During years four and five, the objective should be to build longer-term digital services. VodafoneThree can develop more advanced services linked to IoT, smart cities and business connectivity. This would allow the company to move beyond basic mobile contracts and create stronger long-term customer relationships. This also fits with wider digital infrastructure needs in the UK (Ofcom, 2025).
Monitoring should take place on a quarterly basis. Senior managers should review KPIs such as customer satisfaction, network performance, churn, complaints, small business growth and return on investment. If targets are not being met, VodafoneThree should adjust its implementation plan by increasing investment in weaker network areas, improving customer support or simplifying its service packages. This staged approach makes the strategy more realistic and easier to control.

Conclusion
VodafoneThree is at an important stage in its development. The merger between Vodafone UK and Three UK gives the company greater scale, stronger network potential and a major opportunity to improve its competitive position. However, the UK telecommunications market remains highly competitive, regulated and customer-focused. Customers expect reliable coverage, good value, fast data speeds and strong customer service.
The analysis shows that VodafoneThree should avoid relying only on low prices, as this could reduce profitability and weaken long-term investment. Instead, the recommended strategy is a 5G-led customer and small business growth strategy. This strategy uses the company’s planned network investment to improve coverage, reduce not-spots, strengthen customer experience and develop simple digital services for small businesses.
Overall, this strategy is suitable, feasible and acceptable because it links directly to VodafoneThree’s resources, market opportunities and stakeholder expectations. If implemented carefully, it can support sustainable growth and help VodafoneThree become a trusted leader in UK digital connectivity.
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