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Executive Summary
Vodafone Group is currently undergoing important changes related to its strategy of simplifying its business portfolio, controlling costs and creating Vodafone Three, the largest mobile operator in the UK (Vodafone Group Plc, 2025b). The paper presents an assessment of Vodafone's market position using SWOT, PESTEL, and Porter's Five Forces, followed by a proposal for a growth strategy involving diversification into digital services underpinned by differentiation through new technological capabilities. The proposal is justified in terms of Ansoff Matrix and Porter’s Generic Strategies (Grant, 2021; Zupic et al., 2025), and is evaluated with respect to its feasibility, acceptability, and suitability. A stakeholder engagement plan based on Mendelow's matrix (Chiwala et al., 2025) as well as a detailed implementation plan with measurable performance indicators is offered to ensure the success of the strategy.
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[bookmark: _Toc236906267]1. Introduction to Vodafone
Vodafone Group Plc is a multinational telecom company based in the United Kingdom that operates in Europe and Africa and has a new focus on Customers, Simplicity and Growth (Vodafone Group Plc, 2025a). After divesting its businesses in Spain and Italy, the Group has redirected its funds to markets that will provide long term growth and achieved total revenue of €37.4 billion in FY25, with an organic service revenue growth of 5.1% (Vodafone Group Plc, 2025b). The UK is at the heart of Vodafone's strategy as it newly merged with Three UK and created VodafoneThree with more than 28.8 million clients and committed £11 billion for 5G investment over the next decade (CMA, 2024). 

Vodafone’s mission rests on the idea that digital growth must be inclusive and the governance of the company incorporates the EGS principles into making strategic decisions (Vodafone Group Plc, 2025a). The corporate values stress trust, simplicity and controlled growth of the business and being linked to increasing customer satisfaction and lowest complaints in the UK (Vodafone Group Plc, 2025b). The synergy of these aspects makes a solid background to develop Vodafone’s UK growth strategy.

[bookmark: _Toc236906268]2. Evaluation of Current Market Situation
[bookmark: _Toc236906269]2.1 PESTLE Analysis
The Competition and Markets Authority's lengthy review of the Vodafone-Three merger has changed the political landscape of the telecoms sector in the United Kingdom by permitting the merger to go through only if the involved parties promised to invest in network infrastructure, limit some pricing for a period of three years, and retain the wholesale conditions for mobile virtual networks. The figure below illustrated the PESTLE analysis for Vodafone.

Political and regulatory risk continues defining the UK telecoms industry. In terms of economic trends, mobile products and services will generate around €1.1 trillion in terms of economic value in Europe in 2025, indicating the significance of the sector for the economy (GSMA, 2025). For its part, pressure from the rising cost of living compelled Vodafone to raise the prices of its contracts and provide services that are connected with inflation, thus balancing between making money and the danger of losing customers (Vodafone Group Plc, 2025b).

On a social note, customer expectations are evolving towards a certain streamlined digital experience, to which Vodafone UK is responding admirably by registering record low churn and highest customer satisfaction level simultaneous with continued increase in subs in instants of broadband and mobile contracts signed (Vodafone Group Plc, 2025b). On the technological front, UK is undergoing major rollout of 5G Standalone technology: Ofcom's Connected Nations report reveals that coverage of 5G technology by the single operator is at least 94%-97% around the premises, although the average exclusions among the separate networks are quite lower at 47%-65% (Ofcom, 2025). The technological disparity contains both an opportunity as a competitive advantage and a risk of execution for VodafoneThree, which is obliged to cover 99% of the population under the 5G Standalone by 2030 (CMA, 2024). Environmentally, sustainability disclosure is becoming more tied to company's achievement in telecommunications sector, where studies prove that ESG approaches may develop positive perception of investors irrespective of the results achieved in short-term financial perspective (Buallay and Al Marri, 2022). Legally, CMA/Ofcom joint oversight regime stipulates a number of compliance obligations to the company including annual reporting on the network investment plan (CMA, 2024).

[image: A colorful rectangular boxes with text

Description automatically generated]
Figure 1: PESTLE Analysis (Source: self-created).

[bookmark: _Toc236906270]2.2 Porter's Five Forces
Even though the number of main companies in the UK mobile market went down to three, Vodafone-Three, BT/EE and Virgin Media O2, the competition among the companies has got more aggressive. In the EU mobile market, it was discovered that with less than four companies on the market, the amount of investments goes significantly up. As a result, VodafoneThree chapter's position might contribute to it (Bahia and Castells, 2023). The entry barrier into the industry is not high, thus making it difficult for new companies to take a piece of the market. Nonetheless, some researchers argue that Porter's model ignores the fact that in technology-intensive industries the role of governmental regulations is huge; moreover, it does not take into consideration innovations' contribution to the competitive environment (Isabelle et al., 2020).

The buyers’ bargaining power is strengthened by the protective policies of regulators: according to CMA, the behavioural measures imposed by the regulator restrict retail rates and set wholesale conditions for MVNOs for 3 years, thus putting a constraint on VodafoneThree's ability to price in short term (CMA, 2024). The suppliers have a significant bargaining power because there are only few highly functioning providers of telecom equipment and because of the new regulation on cybersecurity that requires the removal of any equipment from high-risk suppliers from the critical infrastructure that increases the costs of changing suppliers and capital necessary to run the business in Europe (GSMA, 2025). The threat from substitutes is continuously increasing because fixed wireless connection, converged connectivity, and IoT alternatives are changing the ways 5G business models generate revenues (Banda and Feukeu, 2025).
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Figure 2. Porter’s Five Forces (Source: self-created)
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Vodafone UK's key strength is largely attributable to the network investment size and full funding initiated by VodafoneThree. It is stated in the CMA report (2024) that this investment does not need public funds to ensure that it will provide coverage for 99% of the UK population. At the same time, the company has displayed good operating performance in the UK and is able to show service revenue growth of 1.9% as well as EBITDA growth of 7.9% in FY25 (Vodafone Group Plc, 2025b). Weaknesses of Vodafone UK include the significant amount of net debt incurred as a result of the merger and the operational intricacy of two large mobile networks integration. In fact, it is widely acknowledged in the mergers and acquisitions literature that companies are often unable to achieve value creation expected from post-merger integration (DePamphilis, 2019). As for the opportunities, they lie in the sphere of digital services, IoT and enterprise connectivity, which will be advantageous because of the deployment of standalone 5G technology (Banda and Feukeu, 2025). On the other hand, the threats consist of ongoing regulatory investigations, competitive actions of BT/EE and Virgin Media O2, and the risk of receiving less from merger synergies than it was initially supposed (Holtström and Anderson, 2021).
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Figure 3. SWOT Analysis (Source: self-created)
[bookmark: _Toc236906272]3. Strategic Growth Options and Proposed Strategy
Looking at the Ansoff Matrix, it is evident that Vodafone in the UK can use four different growth strategies: either market penetration using pricing strategies, market development by selling existing mobile and broadband services in new markets, product development, and diversification into digitally adjacent markets (Gurcaylilar-Yenidogan and Aksoy, 2018). The review carried out shows definite proof that the Ansoff framework remains one of the most widely used and strongly criticized tools in corporate strategic studies (Zupic et al., 2025).

Clearly, using only market penetration is impossible due to regulatory pricing limitations (CMA, 2024), and as the Three merger is carried out there is no sense in trying to achieve further consolidation in the telecommunications market of the UK. Therefore, the recommendation of this report is to combine product development with market development by focusing on promotion of IoT and digital services using newly established VodafoneThree network and establishing bundles of services aimed at fulfilling merger regulatory commitments (Ofcom, 2025). The risk level of this option can be considered as moderate in comparison with unrelated diversification due to the existing network availability.

According to Porter’s generic strategies, this recommendation indicates the differentiation strategy, not the cost leadership strategy, because VodafoneThree gains its competitive advantage through high-quality network capabilities and independent 5G coverage, not through its position as the operator with the lowest costs (Grant, 2021). This supports the findings stating that European operators achieve better investment and quality results in less fragmented markets (Bahia and Castells, 2023). Similarly, GSMA’s (2025) data has been revealing 5G-enabled digital services as a cornerstone for the next phase of economic value creation for the telecom sector.

Implementing this strategy will require Vodafone to develop true dynamic capabilities in digital transformation, which consist of sensing new digital opportunities, seizing those through investments, and reconfiguring internal processes as required, rather than treating the process as just an upgrade of technology (Warner and Wäger, 2019). As a result, its transformation roadmap should give priority to the so-called organizational barriers, including but not limited to governance, capability-building, and cross-functional experimentation. Recent telecom digital transformation research demonstrates that strategies, rather than technology itself, are virtually always the determining factors of success (Aghayari et al., 2022; Rogers, 2023).

[bookmark: _Toc236906273]4. Strategy Evaluation
According to the Suitability, Feasibility, Acceptability (SFA) framework, the proposed approach of digital diversification and network differentiation is seen as robust in terms of suitability. It encompasses the opportunities offered by the SWOT and PESTEL analyses inclusive of the growing demand for new services powered by 5G technology (Banda and Feukeu, 2025). It also cuts the threat of margin decline due to CMA price caps thanks to the shifting of value capture toward the provision of services based on differentiation instead of pricing strategies (CMA, 2024).

The feasibility of the proposal is based on the fact that the £11 billion invested into the network is committed already and does not demand any further public funding, thus, offering a financial base where new digital services can be added on top (CMA, 2024). Nevertheless, feasibility risks still can be found when it comes to operation. According to the literature on M&As, everyone would agree with the idea of synergy creation (VodafoneThree synergies are expected to be around £700 million annually), but it is noted that there is a difficulty underlying realisation of synergies since they include cultural and systems correlation of two companies that had been rivals (Holtström and Anderson, 2021). Thus, it is assumed that there would be phased realization of synergies and not getting everything done before the expected date of realizations, which should be proved wrong whenever VodafoneThree submits its annual reports on the matter to CMA and Ofcom.

Acceptability to shareholders is highly complex. According to Vodafone's FY25 report, the merger would lead to small loss in adjusted free cash flow in the beginning, even if EBITDA would go up (Vodafone Group Plc, 2025b). In other words, shareholders have to sacrifice some short-term financial pain for structural benefit in the medium-term. This supports the bigger idea that digital transformation needs prolonged and patient investment in company capabilities and does not deliver immediate financial profit (Warner and Wäger, 2019).

From the regulatory angle, a differentiation strategy aiming at high-quality networks and digital services fits better with CMA's behavioural remedies than a price-based strategy, since it does not challenge the pricing caps set as an obligation of merger approval (CMA, 2024). Also, it is presumed that the three-year period of customer protection will not be extended, and if this assumption turns out to be wrong, acceptability of a differentiation-based strategy will become stronger, because there will be no scope for any competition based on prices anyway.

[bookmark: _Toc236906274]5. Stakeholder Analysis
The plan calls for a diverse and connected group of stakeholders, and the strategy's long-term effectiveness depends on Vodafone's approach in these relationships. This is based on a fundamental principle of the stakeholder theory, which states that companies can create durable value when they know the expectations of different groups and take them into account in their decisions rather than make stakeholder engagement a secondary issue for the interest of shareholders (Freeman, Harrison and Zyglidopoulos, 2018). In terms of Mendelow’s power–interest matrix, a tool that is still beneficial and can be used for stakeholder mapping in various spheres of life, including public infrastructure, healthcare, and telecommunications (Chiwala, Makasa and Zulu, 2025). It can be seen that four groups of stakeholders should be distinguished so that Vodafone UK can implement the strategy.

Shareholders and regulators such as CMA and Ofcom will occupy the high-power high-interest group and will have to be managed closely. In this case, shareholders are faced with dilution risks in the short term as the merger will not be beneficial for free cash flow although it is good for EBITDA since this means that investors need to see facts confirming that the strategy is implemented properly (Vodafone Group Plc, 2025b). To achieve this, Vodafone will need detailed reporting on the financial situation every quarter, and also they will have to explain how short-term costs lead to more structural advantages in the long run. At the same time, CMA and Ofcom have to apply strict rules on investments made into the network, tariffs, and wholesale commitments being fulfilled in order to allow the merger to happen and they announced that they would regularly monitor the process of the company (CMA, 2024).

A second group, consisting of the UK government and national policymakers, has considerable power, although their interest in Vodafone's operational decisions is sporadic; to keep this group satisfied, it is vital to conduct strategy briefings from time to time mentioning the connection between the institution's investment programme and the national economy and digital inclusion policy as a whole, especially in view of the contribution of mobile industry to the UK and Europe economy (GSMA, 2025). A third group is employees undergoing post-merger organizational changes and mobile virtual network operators depending on the guarantees of contracts made with Vodafone. This group does not possess a strong power but exhibits high interest in the results of decisions taken, so constant open communication is essential since research on mergers and acquisitions shows that the main cause of value destruction during mergers is communication issues (Holtström and Anderson, 2021). Finally, local communities and the public represent a group with relatively low power and interest, but their expectations and views about sustainability and responsible business begin to change, which means that the company should provide information concerning ESG issues in a voluntary way.

[bookmark: _Toc236906275]6. Implementation and Monitoring
Carrying out the proposed strategy entails a well-ordered plan with four principal goals, each assisted with relevant actions and measurable key performance indicators that enable the board of directors to monitor the development of the strategy over years. The primary aim is to have real differentiation in the telecommunications network as the success of VodafoneThree’s strategy and aspirations of digital and enterprise growth are built on the fact that VodafoneThree has a significant advantage over its competitors BT/EE and Virgin Media O2 in terms of the quality of the network service. It implies that capital investment must be put into action in stages starting from the £1.3 billion noise that was raised in the first year of capital investments, while the most important priority for investments is the binding requirement to achieve 99% 5G standalone population coverage set by the competition and markets authority by 2030 (CMA, 2024; Vodafone Group Plc, 2025b). To evaluate the progress, the percentage of UK population with real, verified 5G standalone connection should be analysed, ideally compared with the Ofcom data on Connected Nations instead of depending only on the operators’ figure (Ofcom, 2025).

The second goal focuses on the achievement of merger synergies, a field in which the academic literature is extremely prudent: evidence from many case studies indicates that presumed cost and capital synergies are often exaggerated at the moment of announcement of the deal, and it is hard to really achieve them without timely and coordinated integration planning (Holtström and Anderson, 2021; DePamphilis, 2019). Therefore, Vodafone should give priority to systems integration, employee integration, and site rationalisation over the first eighteen months after completion, while observing annual expenditures reductions versus the £700 million synergy target already communicated by the company in a transparent manner as part of its progress reports established by the CMA and Ofcom.

The third goal is to increase revenues from digital and corporate activities while exceeding traditional methods of connectivity. To do this Vodafone will need to create actual corporate possibilities and opportunities, as digital transformations cannot be treated as a mere technological upgrade. This involves hiring multidisciplinary digital teams, establishing strong relationships with partners and conducting pilot projects. That is because many studies demonstrate the dependence of the success of digital transformations on identifying, capturing, and reshaping already implemented organizational processes (Warner and Wäger, 2019; Aghayari et al., 2022; Rogers, 2023). The KPI is the number of revenues produced by Vodafone Business’ digital solutions in the total revenues of the company.

Lastly, the fourth objective should be to maintain the trust of stakeholders and adhere to regulatory requirements through the investment period, since the mixture of the strategy's commercial success with its acceptability to the investors and regulators is unavoidable. This will call for annual public disclosures as part of the CMA/Ofcom regime of joint oversight, along with the continuous issuing of ESG reports in compliance with recognized standards of the industry on the basis of the evidence that sustainability performance is gaining more and more significance among stakeholders and investors in telecommunications (CMA, 2024; Buallay and Al Marri, 2022). Complete monitoring should be based on the internal board review of financial and operational KPI on a quarterly basis, whereas the annual reporting should satisfy the requirements of the law and ensure commercial discipline of reporting in the course of the entire ten-year investment cycle.

[bookmark: _Toc236906276]7. Conclusion
Vodafone UK is indeed at an important milestone. The formation of VodafoneThree gives them a means for establishing a network-led position in the market but the success of that relies on how well they can use that position to develop high quality and unique digital and business services instead of competing merely on pricing (Vodafone Group Plc, 2025b). The present study suggests the concept of expanding their range of digital services based on the network-led opportunities, which is explained by the use of the Ansoff Matrix and Porter’s generic strategies (Grant, 2021; Zupic et al., 2025) and confirmed by SFA evaluation. The successful implementation of the proposed concept requires disciplined synergy implementation, continuous investment in dynamic capabilities, and effective engagement with stakeholders including owners, regulators, employees, and communities (Freeman, Harrison and Zyglidopoulos, 2018). If this concept is applied as detailed in the implementation plan, it will allow for utilizing a newly gained network to deliver competitive advantages and shareholder value to the organization (GSMA, 2025).
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PESTEL Analysis — Vodafone UK
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Porter's Five Forces — UK Mobile Industry

THREAT OF BARGAINING POWER
NEW ENTRANTS OF SUPPLIERS
+ High capital & spectrum barriers + Few credible network vendors
+ Low near-term threat « Rising cybersecurity vendor rules

COMPETITIVE RIVALRY

« 3-player market: VodafoneThree,
BT/EE, Virgin Media 02

« Rivalry shaped by CMA remedies

BARGAINING POWER THREAT OF
OF BUYERS SUBSTITUTES
* Regulated tariff caps (3 years) * Growth of fixed wireless access

* Guaranteed MVNO wholesale terms * loT & converged connectivity





