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[bookmark: _Toc778064779]Strategic Growth Report for Vodafone UK / VodafoneThree
[bookmark: _Toc339705045]1. Executive Summary
Vodafone UK is going through a major period of strategic transformation following its merger with Three UK in 2025. The merger created VodafoneThree, which became the largest UK mobile network operator by customer numbers. The new organisation has a greater scale, combined spectrum, a larger network, and stronger investment capacity. VodafoneThree has committed to investing £11 billion over ten years to improve mobile coverage and build a leading 5G Standalone network (VodafoneThree, 2025).
This report examines VodafoneThree’s current strategic position and recommends a suitable growth direction. PESTEL, SWOT, and Porter’s Five Forces are used to analyse the external environment, internal capabilities, and competitive pressures. The analysis finds that VodafoneThree has opportunities in 5G, Internet of Things, private networks, cyber-security, smart cities, rural connectivity and digital business services. However, the company also faces high investment costs, strong competition, customer price sensitivity, regulatory pressure, cyber-security threats, and the difficulty of integrating two large businesses.
The proposed strategy is differentiation based on strong 5G performance, advanced digital services for businesses, and improved customer experience. Instead of competing mainly through lower prices, VodafoneThree should provide reliable coverage, simple customer support, and specialised services that create greater value. The recommendation combines Porter’s differentiation strategy with product development and market development from Ansoff’s Matrix (Ansoff, 1957; Porter, 1985).
The strategy is evaluated using the SFA framework. It is suitable because it responds to market demand and technological change. It is feasible because VodafoneThree has stronger resources after the merger. It is acceptable because it can create benefits for customers, employees, shareholders, regulators, and communities. However, success will depend on effective integration, transparent stakeholder engagement, and careful performance monitoring.
Overall, VodafoneThree should use the merger to become not only a larger mobile operator but also a more innovative, reliable and trusted provider of UK digital infrastructure.
[bookmark: _Toc1528413501]2. Introduction to Vodafone
Vodafone is a multinational telecommunications group that provides mobile connectivity, broadband, Internet of Things services, cloud solutions and business communications. Vodafone Group operates across several markets in Europe and Africa, while VodafoneThree mainly serves the UK market. Telecommunications is an essential part of modern life because individuals, companies and public organisations rely on connectivity for work, education, banking, healthcare, entertainment, and access to public services.
Vodafone’s wider strategic purpose is based on connecting people and organisations while supporting a more inclusive and sustainable digital society. Its current corporate strategy places customer experience, digital connectivity, operational improvement and responsible business at the centre of future growth (Vodafone Group Plc, 2026). This means the company aims to achieve financial performance while also supporting digital inclusion, innovation, and economic productivity.
Vodafone’s main values can be linked to customer focus, trust, innovation, inclusion, and responsible decision-making. These values are especially important in telecommunications because customers expect services to be secure, reliable, and fairly priced. Donaldson and Preston (1995) explain that businesses should consider the interests of different stakeholder groups because these relationships affect responsible management and organisational performance.
The merger with Three UK has significantly changed Vodafone’s UK position. VodafoneThree now has a larger customer base, combined spectrum, wider network resources and greater investment capacity. However, the company must also manage integration costs, employee uncertainty, customer expectations, and close regulatory supervision. This report therefore recommends a strategy that uses the merger to improve network performance, develop new business services, and strengthen customer trust.
[bookmark: _Toc1186934744]3. Evaluation of the Current Market Situation
The analysis shows that VodafoneThree is in a stronger market position after the merger, but it also faces important challenges. Politically and legally, the company benefits UK support for digital infrastructure, but it must follow strict conditions set by regulators. Economically, the merger creates opportunities to reduce duplicated costs and improve efficiency, although network integration and 5G investment will be expensive. Socially, customers expect reliable coverage, fair prices, and better service, while rural areas still need stronger connectivity. Technologically, 5G Standalone, IoT, artificial intelligence and private networks create major opportunities for new business services and digital growth (Attaran and Attaran, 2020; Magnaghi, Ghezzi, and Rangone, 2025). However, VodafoneThree must also manage cyber-security, energy use, and environmental responsibilities.
The SWOT analysis shows that VodafoneThree’s main strengths are its larger customer base, combined spectrum, network resources, and investment capacity. Its main weakness is the difficulty of integrating two large organisations. The company has opportunities in rural coverage, private 5G, IoT, cyber-security and smart-city services, but it faces threats from BT/EE, Virgin Media O2, MVNOs and close regulatory monitoring. Porter’s Five Forces also shows that competition and customer bargaining power are high, while supplier power remains important because VodafoneThree depends on specialist technology and network providers (Porter, 1980).
Overall, VodafoneThree should not rely mainly on low prices. The market analysis suggests that the company should use its stronger resources to compete through better network quality, advanced digital services, and improved customer experience. This would allow VodafoneThree to turn the merger into clear value for customers, businesses, and other stakeholders.
[bookmark: _Toc537601258]4. Strategy Evaluation
The proposed strategy is differentiation based on high-quality 5G performance, advanced digital business services, and improved customer experience. The SFA framework is used to assess whether this strategy is suitable, feasible, and acceptable (Johnson et al., 2020).
[bookmark: _Toc1620313879]4.1 Suitability
The strategy is suitable because it responds to the main opportunities and threats identified in market analysis. Customers want reliable coverage, clear prices, and better customer support. Business customers also need secure connectivity, cyber security, IoT, and other digital solutions. Government policy supports stronger national digital infrastructure and wider 5G coverage (Department for Science, Innovation and Technology, 2023).
VodafoneThree’s £11 billion investment commitment provides an opportunity to improve network performance and build a stronger 5G Standalone network (VodafoneThree, 2025). A differentiation strategy is appropriate because it allows the company to compete through quality, reliability, and innovation instead of relying mainly on price.
[bookmark: _Int_EmQslyUI]The strategy also fits future technology demand. Attaran and Attaran (2020) identify 5G as an important driver of digital transformation. Magnaghi, Ghezzi, and Rangone (2025) explain that 5G creates opportunities for telecom companies to develop new partnerships and business models. The proposed strategy therefore connects VodafoneThree’s network investment with future sources of revenue.
[bookmark: _Toc1745796899]4.2 Feasibility
The strategy is feasible because VodafoneThree has stronger resources following the merger. It has a larger customer base, combined infrastructure, more spectrum, and greater investment capacity (VodafoneThree, 2025). Vodafone Group also has experience in IoT, enterprise connectivity and international network management (Vodafone Group Plc, 2026).
[bookmark: _Int_9TOzEpP5]Barney (1991) argues that companies can create competitive advantage by using valuable and difficult-to-copy resources effectively. VodafoneThree’s spectrum, infrastructure, technical knowledge, customer relationships, and brand can support the proposed strategy. However, these resources will create value only if the organisation successfully combines them.
The main feasibility risk is merger integration. Networks, IT platforms, employees, and customer-service processes must be brought together carefully. Baroncelli (1998) shows that poor post-merger integration can prevent telecommunications companies from achieving their expected benefits.
The strategy should therefore be introduced in phases, supported by clear leadership, staff training and regular monitoring. This report assumes that VodafoneThree can access the planned funds, that demand for advanced connectivity will continue to grow and that the company will meet the merger conditions. These assumptions should be reviewed regularly.
[bookmark: _Toc1532698590]4.3 Acceptability
The strategy may create benefits for several stakeholder groups. Customers may receive stronger coverage and better support. Business customers may gain access to private 5G, IoT, and cyber security services. Shareholders may benefit from new revenue and operating efficiencies. Employees may develop skills in 5G, data, artificial intelligence, and cyber-security.
However, the strategy also creates risks. Customers may worry about price increases; employees may fear restructuring, and MVNOs may be concerned about wholesale access. The CMA placed legally binding conditions on the merger to protect customers and market competition (Competition and Markets Authority, 2025).
Donaldson and Preston (1995) argue that stakeholder interests are important for both responsible management and organisational performance. VodafoneThree should therefore communicate clearly, treat customers fairly, consult employees, and report openly to regulators.
Overall, the SFA evaluation supports the proposed strategy. Nevertheless, its success will depend on effective integration, responsible stakeholder management, and regular monitoring.
[bookmark: _Toc1583281570]5. Strategic Growth Options and Proposed Strategy
[bookmark: _Toc779591619]5.1 Strategic Growth Options
Ansoff’s Matrix identifies four main methods of business growth: market penetration, market development, product development, and diversification (Ansoff, 1957).
Market penetration means increasing sales of existing services in the current market. VodafoneThree could improve customer retention, simplify contracts, reduce customer churn, and communicate the benefits of the combined network. This option is relatively low at risk because the company already operates in the UK. However, its growth potential is limited because the mobile market is mature.
Market development means offering existing services to new locations or customer groups. VodafoneThree could focus on rural communities, small towns, transport routes and areas with weak coverage. Improved services in these locations could attract customers who are dissatisfied with their current provider and support digital inclusion.
Product development means creating new services for existing markets. This is the strongest opportunity for VodafoneThree. The company could develop private 5G networks, IoT platforms, cyber-security packages, smart-city services, and specialised connectivity solutions for different industries.
Research supports this option. Attaran and Attaran (2020) explain that 5G can support automation and digital transformation. Magnaghi, Ghezzi, and Rangone (2025) also argue that telecom operators need new business models and partnerships to capture value from 5G. VodafoneThree should therefore develop commercial services rather than treating 5G only as network infrastructure.
Plekhanov, Franke, and Netland (2023) explain that digital transformation can change core operations, supporting activities, and relationships with external partners. This means VodafoneThree must also improve staff capabilities, systems, and partnerships.
Diversification means entering new markets with new products. VodafoneThree could move further into financial technology, digital platforms or cloud services. However, this is the highest-risk option and may distract the organisation during merger integration. The strongest approach is therefore a combination of product development and selective market development.
[bookmark: _Toc617469823]5.2 International Business Strategy
VodafoneThree mainly operates in the UK, but it can benefit from Vodafone Group’s wider international experience. Vodafone operates across European and African markets and has knowledge of network investment, digital services, regulation and supplier management (Vodafone Group Plc, 2026).
Three UK also brought international experience through its previous ownership by CK Hutchison, a multinational group based in Hong Kong. This background may support knowledge sharing, stronger purchasing power, and relationships with international technology partners.
However, services used in other countries cannot always be transferred directly to the UK because markets have different customers, regulations and competitors. VodafoneThree should therefore use Vodafone Group’s international knowledge while adapting services to the UK market.
[bookmark: _Toc1131815203]5.3 Proposed Strategy
The recommended strategy is a differentiation strategy based on superior 5G performance, advanced digital business services, and improved customer experience.
Porter (1985) explains that differentiation allows a company to compete by providing benefits that customers value. For VodafoneThree, these benefits should include wider coverage, reliable 5G Standalone services, strong cyber security, simple customer support, and specialised business solutions.
The strategy should focus on three connected areas. First, VodafoneThree should improve network quality and coverage, especially in rural communities, transport routes and areas with high complaint levels. Better coverage would reduce “not spots”and strengthen the company’s reputation.
Second, VodafoneThree should develop private 5G, IoT, cyber-security and smart-infrastructure solutions for SMEs, large businesses and public-sector organisations. Product development can create revenue beyond traditional consumer contracts.
Third, VodafoneThree should improve customer experience through clearer prices, simpler tariffs, better digital support, and faster complaint resolution. A strong network may not create loyalty if customer service remains poor.
This recommendation combines Porter’s differentiation strategy with Ansoff’s product development and market development options (Ansoff, 1957; Porter, 1985). It also uses VodafoneThree’s network, spectrum, customer base, brand, and technical knowledge. According to Barney (1991), competitive advantage depends on how well an organisation uses and coordinates its strategic resources.
The strategy also supports Vodafone’s values. Advanced services support innovation, rural network development supports inclusion, and improved customer support strengthens trust. Differentiation is therefore more appropriate than a low-cost strategy that could weaken margins and reduce future investment.
[bookmark: _Toc717426445]6. Stakeholder Analysis
Stakeholder theory explains that organisations should consider all groups affected by their decisions. Donaldson and Preston (1995) argue that stakeholder relationships influence organisational performance and responsible management.
VodafoneThree’s internal stakeholders include employees, managers, and shareholders. Employees may benefit from training and new technology roles, but they may also experience uncertainty because of restructuring. Managers are responsible for delivering integration and performance, while shareholders expect cost savings and long-term financial returns.
External stakeholders include customers, business clients, regulators, government, suppliers, MVNOs, and local communities. Customers are affected by prices, coverage, and service quality. Regulators monitor competition and merger commitments. Communities may benefit from improved connectivity but may also have concerns about new infrastructure.
Mendelow’s Matrix classifies stakeholders by their level of power and interest. The CMA, Ofcom, major shareholders and large business customers have high power and high interest and should be managed closely. Government departments and important infrastructure partners have high power but may have lower daily interest, so they should be kept satisfied. Customers, employees and local communities have high interest and should be kept informed.
The engagement plan should include quarterly progress reports to regulators, consultation with employees during restructuring, customer updates on network improvements, meetings with MVNO partners and local consultation before major infrastructure projects. Engagement should continue throughout implementation rather than happening only when problems occur.
[bookmark: _Toc1332870951]7. Implementation and Monitoring
VodafoneThree’s £11 billion investment programme is a long-term ten-year commitment. However, this report proposes a three-year short-to-medium-term framework to show how the recommended strategy could begin.
	Objective
	Actions Needed

	Who is responsible
	KPIs

	Improve network quality
	Combine Vodafone and Three networks, reduce not spots and expand 5G coverage
	VodafoneThree senior management, the Network and Technology Department, IT integration teams, infrastructure suppliers and regulators
	5G coverage, network availability, download speed, reduction in complaints


	Grow digital business services

	Create IoT, private 5G, cyber-security and smart city packages
	Business and Enterprise Director
	B2B revenue growth, number of IoT connections, number of business contracts

	Improve customer experience
	Simplify tariffs, improve customer service and improve app support

	Customer Experience Director, supported by customer service, digital, pricing, marketing and IT teams
	Customer satisfaction, Net Promoter Score, churn rate, complaint rate


	Deliver merger benefits

	Reduce duplicated systems, combine operations and improve efficiency

	Chief Integration Officer or Chief Operating Officer, supported by IT, finance, HR, procurement and operational managers
	Cost savings, integration milestones, reduction in duplicated costs


	Build trust and inclusion

	Offer clear pricing, social tariffs and regular public updates

	Customer and Corporate Affairs Director, supported by pricing, regulatory, communications, customer service and social-impact teams.
	Customer trust score, social tariff uptake, regulatory compliance


	Improve sustainability
	Use energy-efficient equipment and reduce network energy use

	Sustainability Director, supported by the Network and Technology Department, Energy Management, Procurement, Finance and infrastructure suppliers.
	Energy use per unit of data, carbon emissions, renewable energy use 


During year one, VodafoneThree should focus on network and system integration, employee communication and immediate customer services improvements. Areas with the highest complaint levels and weakest coverage should receive early attention.
During year two, the company should introduce and expand private 5G, IoT and cyber-security packages. Partnerships with technology companies, local authorities, and industrial organisations could support service development.
During year three, VodafoneThree should expand successful services, review financial results and improve operating efficiency. Senior managers should review KPIs every month, while the board should receive quarterly performance reports. Where targets are not achieved, actions and resources should be adjusted.
[bookmark: _Toc1220306170]8. Conclusion
VodafoneThree has a major opportunity to strengthen its UK position following the merger between Vodafone UK and Three UK. Its combined network assets, larger customer base and £11 billion investment commitment provide a strong platform for growth. However, the organisation must carefully manage integration, competition, customer expectations, and regulatory responsibilities.
The recommended strategy is differentiation through high-quality 5G, advanced business services, and improved customer experience. This is more sustainable than competing mainly through low prices because it supports innovation and long-term value.
If VodafoneThree combines its resources effectively, engages stakeholders openly and monitors implementation closely, it can become a stronger and more trusted UK telecommunications provider.
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[bookmark: _Toc1665959579]Apendices:
[bookmark: _Toc2045781301]Apendix 1:
[bookmark: _Toc1672927527]3.1 PESTEL Analysis
[bookmark: _Toc1832336953]Political factors
Digital infrastructure is an important UK government priority because reliable connectivity supports economic growth, regional development, and public services. The UK Wireless Infrastructure Strategy identifies advanced wireless technology and wider 5G coverage as important parts of the country’s future infrastructure (Department for Science, Innovation and Technology, 2023). This creates political support for VodafoneThree’s long-term network investment.
However, telecommunications networks are also part of the UK’s critical national infrastructure. This means the industry is closely monitored by government and regulators. The Competition and Markets Authority approved the Vodafone–Three merger subject to legally binding conditions. These include long-term network investment, short-term customer protections, and agreed wholesale terms for mobile virtual network operators (Competition and Markets Authority, 2025).
VodafoneThree must therefore show that the merger creates benefits for customers and competition. Success cannot be measured only through revenue and profit. The company must also demonstrate better coverage, improved service quality, and fair access for wholesale partners.
[bookmark: _Toc874994753]Economic factors
The UK mobile market is mature because most consumers already have mobile services. This limits growth through basic customer acquisition and makes customer retention, service quality, and value-added products more important. Customers can easily compare contracts, while cost-of-living pressures make many users sensitive to prices.
Telecommunications is also a capital-intensive industry. Mobile operators must spend large amounts on spectrum, network equipment, software, energy, cyber security and customer systems. VodafoneThree’s larger scale may allow it to remove duplicated costs and use infrastructure more efficiently. However, these savings may take several years because combining the two organisations will require significant short-term spending.
Vodafone Group’s current strategy gives priority to operational efficiency, better customer experience and sustainable growth (Vodafone Group Plc, 2026). VodafoneThree must therefore balance investment with careful financial management. Competing mainly through low prices may reduce profit margins and make it more difficult to fund network development.
[bookmark: _Toc800292836]Social factors
Mobile and broadband services are essential for employment, education, banking, entertainment, and access to public services. Customers therefore expect reliable coverage, high data speeds, and simple customer support. They may become dissatisfied when contracts are unclear, or complaints take too long to resolve.
Digital exclusion remains a concern in some rural and remote areas. Ofcom reported that good outdoor 4G coverage from all mobile network operators reached around 84% of the UK landmass in early 2026, while coverage from at least one operator reached approximately 96% (Ofcom, 2026). Although this represents progress, significant coverage gaps remain.
VodafoneThree can respond by prioritising areas with weaker coverage and reducing “not spots”. This could support commercial growth while also improving digital inclusion. However, the company must ensure that the cost of investment is not passed unfairly to customers through unclear pricing or excessive contract increases.
[bookmark: _Toc134518682]Technological factors
Technological change creates some of the strongest opportunities for VodafoneThree. Developments such as 5G Standalone, artificial intelligence, Internet of Things, network slicing, edge computing and private mobile networks allow telecom operators to provide more than basic calls and mobile data.
Ofcom (2026) reported that outdoor 5G Standalone coverage ranged from 49% to 85% among the operators that had deployed the technology. VodafoneThree’s plan to reach 99% population coverage by 2030 may therefore become an important source of competitive advantage if the company delivers reliable performance and useful services.
Attaran and Attaran (2020) explain that 5G can support digital transformation through faster data transmission, lower latency, and the ability to connect large numbers of devices. However, 5G is not simply a technical upgrade. Magnaghi, Ghezzi, and Rangone (2025) argue that it also creates new business models and partnership challenges for mobile operators. VodafoneThree must therefore turn its network investment into commercial services that consumers and organisations are willing to buy.
Plekhanov, Franke, and Netland (2023) also explain that digital transformation affects business processes, employee capabilities, and relationships with external partners. VodafoneThree must therefore improve not only its technology but also its systems, skills and ways of working.
[bookmark: _Toc82187137]Environmental factors
Telecommunications networks use significant amounts of electricity. Total energy demand may increase as customers consume more data, even when modern equipment is more efficient. VodafoneThree should therefore use energy-efficient network technology, remove unnecessary duplicated infrastructure, and increase the use of renewable electricity.
Environmental performance can affect the organisation’s relationships with customers, investors, regulators, and local communities. VodafoneThree should include environmental considerations in network design, procurement and supplier management. This would support responsible decision-making and reduce the long-term cost of energy use.
[bookmark: _Toc548174717]Legal factors
VodafoneThree must follow UK competition law, consumer protection rules, data protection requirements and telecommunications regulations. It must also meet the conditions accepted by the CMA as part of the merger approval (Competition and Markets Authority, 2025).
Failure to meet these conditions could lead to enforcement action, financial penalties, and reputational damage. Legal compliance is therefore a strategic issue rather than only an administrative task. Regulatory support and customer trust will influence VodafoneThree’s ability to complete its long-term network investment.
[bookmark: _Toc1943950812]3.2 SWOT Analysis
VodafoneThree’s main strength is its increased scale. The merger combines customer relationships, spectrum, network infrastructure, and technical capabilities. VodafoneThree also benefits from Vodafone Group’s international brand and experience in business connectivity. Barney (1991) argues that valuable and difficult-to-copy resources can support long-term competitive advantages when they are organised effectively. VodafoneThree’s combined network assets may therefore become a strong source of advantage.
However, greater size also creates weaknesses. VodafoneThree must combine different IT systems, networks, organisational cultures, working practices and customer-service processes. Poor integration could lead to service disruption, employee resistance, and customer dissatisfaction. Baroncelli (1998) found that the success of telecommunications mergers is strongly influenced by the quality of post-merger integration and restructuring.
The strongest opportunities are related to 5G-enabled services, including private networks, IoT, cyber-security, connected transport, smart cities, and industrial automation. The company can also improve rural coverage and attract customers who currently receive weak service.
The main threats include intense competition from BT/EE and Virgin Media O2, low-priced contracts from MVNOs, and continuing regulatory scrutiny. Cybersecurity is another serious risk because mobile networks carry personal, financial, and business information. A major data or network security failure could damage the company’s finances and customer trust.
[bookmark: _Toc17569499]3.3 Porter’s Five Forces
Porter’s Five Forces helps organisations understand the competitive pressures within an industry (Porter, 1980).
Competitive rivalry in the UK telecommunications market is high. BT/EE has a strong network reputation, while Virgin Media O2 can combine mobile, fixed broadband and entertainment services. MVNOs also compete through cheaper contracts. VodafoneThree must therefore show a clear difference in network quality and customer value.
The threat of new national network operators is low because entering the market requires spectrum, infrastructure, regulation, and very large investment. However, MVNOs can enter the retail market through wholesale agreements, meaning that the threat is higher at the customer service level.
Customers have strong bargaining power because they can compare prices and change providers. Large business customers also have power because their contracts are valuable. Supplier power is moderate to high because operators depend on a limited number of equipment, software, cloud and infrastructure providers.
The threat of substitutes is moderate. Wi-Fi calling, fixed broadband, communication applications, and satellite services can replace some mobile functions. However, these services cannot fully replace national mobile connectivity.
Overall, VodafoneThree has stronger resources after the merger, but it operates in a highly competitive and regulated market. The company should therefore create value through network performance, digital services, and customer trust rather than depending mainly on low prices.


	
	
	



