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1. [bookmark: _Toc824318132]Executive Summary
This report has been prepared for the Vodafone board to recommend a suitable growth strategy for Vodafone UK during a major period of strategic transformation. The UK telecoms market has changed significantly after the completion of the Vodafone UK and Three UK merger in 2025, creating VodafoneThree. The new organisation has become one of the largest mobile operators in the UK and has committed to a major £11 billion network investment programme over the next decade (Vodafone, 2025a). The merger gives VodafoneThree stronger scale, more spectrum, a larger customer base and better opportunities to compete against BT/EE and Virgin Media O2.
The analysis shows that VodafoneThree operates in a market with high customer expectations, strong price competition, regulatory pressure, and fast technological change. However, the company also has major opportunities in 5G Standalone, business connectivity, Internet of Things, smart cities, private networks, and improved rural coverage. Ofcom data shows that UK mobile data demand continues to rise and that 5G coverage is expanding, which supports the case for further investment in advanced mobile services (Ofcom, 2025; Ofcom, 2026).
[bookmark: _Int_qwsT8L7V]Using SWOT, PESTEL and Porter’s Five Forces, this report recommends that VodafoneThree should follow a focused differentiation strategy supported by market penetration and product development. The proposed strategy is called “Best Network, Best Business Connectivity”. It focuses on using the merger benefits and 5G investment to improve customer experience, reduce network gaps, grow SME and enterprise services, and build new digital solutions such as IoT and smart city connectivity. This strategy is suitable because it builds Vodafone’s strengths, matches market demand, and supports long-term competitive advantage.
The strategy is evaluated using the SFA model: suitability, feasibility, and acceptability. The report concludes that the strategy is suitable because it responds to customer needs and market trends; feasible because VodafoneThree has network assets, scale and planned investment; and acceptable because it can create value for customers, employees, shareholders, government and communities. A stakeholder engagement plan and implementation plan are also included, with clear objectives and KPIs.
[bookmark: _Toc1001614858]2. Introduction for Vodafone
Vodafone is a major international telecommunications company that provides mobile, broadband, fixed-line, digital and business communication services. In the UK, Vodafone has traditionally competed with BT/EE, Virgin Media O2 and Three UK. Following the 2025 merger between Vodafone UK and Three UK, the combined business now operates as Vodafone Three, creating a stronger UK telecoms operator with a larger customer base and greater network capacity (Vodafone, 2025a). The merger was completed after regulatory approval and is linked to legally binding commitments, including a large investment plan to improve UK digital infrastructure (CMA, 2025).
Vodafone’s wider purpose is to connect people and businesses for a better future. This means the company does not only focus on selling mobile contracts, but also on helping people access digital services, supporting businesses, and improving social and economic inclusion. Vodafone’s strategy has recently focused on three main priorities: customers, simplicity, and growth. In its 2025 annual reporting, Vodafone stated that it had reshaped its operating footprint, simplified operations, and improved customer experience across markets (Vodafone, 2025b).
Vodafone’s values are linked to customer focus, innovation, inclusion, responsibility, and digital progress. These values are important because telecoms companies are part of essential national infrastructure. Customers expect reliable service, fair prices, good coverage, and responsible use of technology. For VodafoneThree, the main challenge is to turn the merger into real customer benefits, not only cost savings. Therefore, the recommended strategy must support growth while also improving customer trust, network quality, and long-term social value.
[bookmark: _Toc31338761]3. Evaluation of Current Market Situation
The analysis indicates that VodafoneThree has strengthened its competitive position following the merger between Vodafone UK and Three UK. The combined organisation benefits from a larger customer base, wider spectrum resources and a planned £11 billion investment programme intended to improve 5G coverage, network capacity and service quality (Vodafone, 2025a). Early network integration has already produced measurable improvements, with millions of Three customers experiencing faster 4G speeds after gaining access to Vodafone’s network infrastructure (VodafoneThree, 2025b). In addition, the merger enables economies of scale in procurement, infrastructure sharing and operational efficiency, which can reduce long-term costs and support reinvestment into network innovation and customer-facing services.
Despite these strengths, VodafoneThree faces significant integration and market challenges. Combining two large organisations may create duplicated systems, cultural differences, employee uncertainty, and temporary disruption to customer service. Integration risks also include delays in IT system alignment, potential service outages, and difficulties in harmonising pricing structures and brand positioning. Externally, the company operates in a highly competitive market characterised by strong rivalry, high buyer power, and relatively low customer switching barriers (Porter, 1980). Competition from BT/EE, Virgin Media O2 and mobile virtual network operators continues to place pressure on pricing, network quality and customer retention, while aggressive promotional strategies from competitors may further intensify market competition.
The external environment also creates regulatory, economic, and technological pressures. The Competition and Markets Authority approved the merger subject to commitments designed to protect customers and ensure that VodafoneThree delivers its promised network investment (CMA, 2025). Failure to meet these obligations could result in reputational damage or regulatory penalties. At the same time, inflation, energy costs and pressure on household incomes may increase demand for lower-cost mobile services, forcing VodafoneThree to balance affordability with profitability. However, growing mobile data usage and wider 5G availability create opportunities for VodafoneThree to develop new services in IoT, private 5G networks, smart cities, cloud connectivity and business communications (Ofcom, 2025; Ofcom, 2026). These emerging markets offer higher-margin revenue streams and the potential to diversify beyond traditional consumer mobile services.
Overall, VodafoneThree has the resources required to achieve future growth, but its success will depend on effective integration, regulatory compliance, and the ability to convert technological investment into clear customer value. The combined SWOT, PESTEL, and Porter’s Five Forces analysis suggests that the company should compete through network quality, customer experience, and advanced digital services rather than relying mainly on price competition (Porter, 1985). Furthermore, sustained investment in innovation, strong stakeholder management and a clear strategic focus on differentiation will be essential for VodafoneThree to maintain a competitive advantage in the evolving UK telecommunications market. 
Further details are provided in Appendix A.
[bookmark: _Toc1661089384]4. Strategy Evaluation
The proposed strategy can be evaluated using the SFA model: suitability, feasibility, and acceptability (Johnson, Whittington, Scholes, Angwin, and Regnér, 2020).
[bookmark: _Toc1273911350]4.1 Suitability
The strategy is suitable because it responds directly to the external environment. The UK market has high data demand, strong competition, and growing customer expectations for reliable coverage. Ofcom’s 2025 and 2026 reports show continued progress in 5G and mobile infrastructure, which means VodafoneThree must keep investing to remain competitive (Ofcom, 2025; Ofcom, 2026).
The strategy also fits the merger. VodafoneThree has been created to improve scale and network investment. A focused differentiation strategy based on network quality and business connectivity uses these new capabilities. It is more suitable than a low-price strategy because the company needs to protect margins to fund 5G investment.
[bookmark: _Toc160448486]4.2 Feasibility
The strategy is feasible because VodafoneThree has important resources: a large customer base, combined spectrum, network infrastructure, retail channels, technical employees, and supplier partnerships. The planned £11 billion investment gives the company financial and operational support for network development (Vodafone, 2025a).
VodafoneThree’s combined customer base, spectrum holdings, network infrastructure, technical expertise and supplier relationships provide a strong resource foundation for the proposed strategy. From a resource-based view, these assets may support competitive advantage when they are valuable, difficult for competitors to copy and effectively organised within the business (Barney, 1991). 
However, the strategic value of these resources will depend on successful integration and management after the merger. VodafoneThree must combine systems, teams and processes without reducing service quality. There is also a risk that network rollout takes longer than expected because of planning permission, supplier delays, or high costs. The assumption made in this report is that VodafoneThree will continue to meet the main investment commitments agreed during the merger approval process.
[bookmark: _Toc234788106]4.3 Acceptability
[bookmark: _Int_KWWghYTv]The strategy is acceptable because it offers benefits to most major stakeholders. Customers receive better coverage and more reliable services. Business customers receive stronger digital solutions. Employees gain opportunities in engineering, customer service, and technology roles. Shareholders benefit from potential revenue growth and synergies. Government and communities benefit from improved digital infrastructure.
There are still risks. Some customers may worry that the merger will reduce competition or increase prices. Employees may worry about restructuring. Regulators may worry about whether the investment commitments are delivered. To make the strategy acceptable, VodafoneThree should be transparent, publish progress updates, and protect vulnerable customers from unfair price increases.
Overall, the SFA analysis supports the proposed strategy. It is suitable for the market, feasible if integration is managed well, and acceptable if stakeholder communication is strong.

[bookmark: _Toc688006128]5. Strategic Growth Options and Proposed Strategy
[bookmark: _Toc655734127]5.1 Strategic Growth Options
Using Ansoff’s Matrix, VodafoneThree has four possible growth options: market penetration, market development, product development, and diversification (Ansoff, 1957). Market penetration would mean selling more services to existing UK customers, for example by improving retention, offering better bundles, and encouraging customers to upgrade to 5G plans. This is a realistic option because VodafoneThree already has a large UK customer base.
Market development would involve reaching new customer groups or regions. For Vodafone Three, this could mean targeting rural areas, or small and medium-sized enterprises (SMEs), public sector organisations, and underserved communities. Better coverage can help the company reach customers who were previously unhappy with poor mobile service.
Product development means offering new services to existing markets. This is very important for VodafoneThree because 5G creates opportunities beyond normal mobile contracts. The company can develop IoT services, private 5G networks, smart city solutions, fleet tracking, cyber security products, and cloud connectivity for businesses.
Diversification would mean entering more unfamiliar markets. This could include financial services, media platforms, or advanced digital products. However, this is riskier because Vodafone Three's main challenge is currently to integrate the merger and deliver network improvements. Diversification should not be the main priority at this stage.
Using Porter’s Generic Strategies, VodafoneThree could follow cost leadership, differentiation, or focus (Porter, 1985). A pure cost leadership strategy would be risky because the UK mobile market already has strong budget competition. Competing mainly on prices could reduce margins and make it harder to fund network investment. A broad differentiation strategy is more attractive because VodafoneThree can compete on network quality, reliability, customer experience, and business solutions. A focused differentiation strategy is even stronger because it targets areas where VodafoneThree can create unique value, especially 5G business connectivity and improved coverage.
[bookmark: _Toc1733363698]5.2 Proposed Strategy: “Best Network, Best Business Connectivity”
The recommended strategy is a focused differentiation strategy supported by market penetration and product development. The strategy can be called “Best Network, Best Business Connectivity”. The aim is to use the VodafoneThree merger and £11 billion investment plan to build a stronger network, improve customer experience and grow higher-value services for SMEs, enterprise customers and public sector partners.
The first part of the strategy is to improve network quality and customer experience. VodafoneThree should prioritise coverage gaps, transport routes, rural communities, and busy urban areas. This supports Vodafone’s values because it improves digital inclusion and creates real customer benefits. The company should clearly communicate progress to customers by showing local coverage improvements, speed increases, and reliability results.
The second part is to grow business connectivity. Many SMEs need affordable and reliable digital services but may not have the resources of large corporations. Vodafone Three can offer simple packages that include mobile, broadband, IoT, cyber security, and cloud connectivity. For larger enterprise customers, it can offer private 5G networks, smart logistics, connected factories, and smart city solutions. This creates differentiation because competitors may offer mobile contracts, but VodafoneThree can position itself as a digital transformation partner.
The third part is to use a multi-brand strategy. Vodafone, Three, VOXI, SMARTY, and Talkmobile can serve different customer groups. Premium customers can be served through Vodafone, value-focused customers through SMARTY or VOXI, and flexible customers through Three. This helps Vodafone Three compete without damaging the main brand.
This strategy aligns with Vodafone’s priorities: customers, simplicity,and growth. It focuses on improving customer outcomes, simplifying business packages, and growing in areas where demand is increasing. It also matches the logic of the merger: the merger should not only reduce costs but also create better network performance and new revenue opportunities.
[bookmark: _Toc687724674]6. Stakeholder Analysis
Stakeholder theory argues that companies should consider the interests of all groups affected by business decisions, not only shareholders (Freeman, 1984). VodafoneThree's proposed strategy affects both internal and external stakeholders. Internal stakeholders include employees, managers, engineers, customer service teams, and shareholders. External stakeholders include customers, business clients, suppliers, regulators, government, local communities, and environmental groups.
The proposed strategy may create different expectations and concerns among stakeholder groups. Customers are likely to support improved network coverage, service reliability, and access to advanced digital services, but they may be concerned about possible price increases following the merger. Employees may benefit from new training and career opportunities linked to 5G, IoT, and business connectivity, although restructuring and system integration could create uncertainty. Regulators and government bodies will expect VodafoneThree to meet its investment commitments, protect competition, and provide clear benefits to consumers (CMA, 2025). Shareholders may support the strategy because it can generate long-term growth and operational efficiencies, but they will also expect management to control investment costs and merger-related risks.
Using Mendelow’s Matrix, high-power and high-interest stakeholders should be managed closely (Mendelow, 1991). The most important stakeholders are customers, regulators, employees, and shareholders. Customers need better coverage, fair prices, and clear communication. Regulators such as the CMA and Ofcom need evidence that VodafoneThree is meeting merger commitments and protecting competition. Employees need reassurance about integration, training, and job security. Shareholders need confidence that the £11 billion investment will create long-term value.
Stakeholders with high power but lower daily interest, such as government and major suppliers, should be kept satisfied. The government wants national digital progress and economic growth. Suppliers such as network equipment providers must be managed carefully because they are essential for 5G rollout. Local communities may have lower power individually, but they are important because network masts, coverage quality, and digital inclusion affect them directly.
The engagement plan should include regular customer updates, employee briefings, regulator reports, community consultations, and business customer forums. VodafoneThree should publish clear KPIs on coverage, network reliability, customer satisfaction and investment progress. This will help build trust and show that the strategy is creating benefits beyond profit.
[bookmark: _Toc820956616]7. Implementation and Monitoring
The implementation plan should be delivered in stages over five years, with flexibility to review and adjust the strategy based on changes in market conditions, customer needs, and technological developments.
In years 1-2, the first objective is to improve network quality. VodafoneThree should identify priority areas with poor coverage, high congestion, or strong business demand. Actions should include network sharing, spectrum optimisation, 5G Standalone rollout, and targeted rural improvements. KPIs should include percentage 5G coverage, number of “not spots” reduced, average download speed, dropped call rates and network availability.
In years 2-3, the second objective is to improve customer experience. VodafoneThree should simplify tariffs, improve digital self-service, train customer service teams, and communicate merger benefits clearly. KPIs should include a measure of customer satisfaction and loyalty (Net Promoter Score), complaint levels, the rate at which customers leave the company for competitors (customer churn), first-contact resolution, and average response time. This is important because network investment alone is not enough if customers still feel service is poor.
In years 3-4, the third objective is to grow business connectivity revenue. VodafoneThree should create simple SME packages and advanced enterprise solutions. Actions should include launching IoT bundles, private 5G pilots, cyber security add-ons, and partnerships with local authorities. KPIs should include SME customer growth, enterprise contract wins, IoT connections, business revenue growth, and customer retention.
In years 4-5, the fourth objective is to manage integration responsibly and optimise long-term performance. VodafoneThree should create cross-company integration teams, align IT systems, train emplyees, and monitor cultural issues. KPIs should include employee engagement, integration milestones completed, system migration success, training completion, and staff turnover.
Monitoring should take place quarterly at board level. A strategy dashboard should be used to track financial, customer, operational, and stakeholder KPIs. The strategy should be formally reviewed at least annually, allowing adjustments based on performance results, competitive pressures, regulatory changes, and evolving customer expectations. If targets are missed, management should adjust resources quickly.
[bookmark: _Toc1379986128]8. Conclusion
VodafoneThree has a significant opportunity to strengthen its position in the UK telecommunications market following the merger between Vodafone UK and Three UK. The combined organisation now benefits from a greater scale, a larger customer base, improved spectrum resources and a major long-term investment programme. However, these advantages will only create sustainable value if the company manages the integration process successfully and converts its technical resources into visible benefits for customers and business clients.
The analysis shows that VodafoneThree operates in a highly competitive, regulated, and technology-driven environment. Strong rivalry, high customer expectations, and rapid technological development mean that the company cannot rely only on price competition. Instead, it should focus on network quality, customer experience, 5G Standalone, IoT, and advanced business connectivity. The proposed “Best Network, Best Business Connectivity” strategy is therefore appropriate because it supports differentiation, market penetration, and product development.
The strategy is also suitable, feasible, and acceptable when assessed through the SFA framework. Nevertheless, successful implementation will require effective stakeholder engagement, clear performance targets, and regular monitoring. Overall, VodafoneThree should use the merger as a platform for long-term growth, innovation and improved digital inclusion across the UK. 
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[bookmark: _Toc346343539]
Appendices
[bookmark: _Toc1391529096]Appendix A:
[bookmark: _Toc226247454] 3.1 SWOT Analysis
Strengths: VodafoneThree's main strength is its improved scale after the Vodafone and Three merger. The combined company has a much larger mobile customer base and access to more network assets. This allows it to invest more effectively in 5G and compete more strongly with BT/EE and Virgin Media O2. Vodafone Three has also committed to an £11 billion investment plan to build one of the UK’s most advanced 5G networks (Vodafone, 2025a). This is important because network quality is one of the biggest factors that customers consider when choosing a mobile provider.
Another strength is the early network improvement already being delivered. Vodafone Three reported that customers began accessing each other’s networks, improving coverage and reducing “not spots”. In 2025, more than 7 million Three UK customers saw average 4G speed improvements of around 20%, with some improvements reaching up to 40% (VodafoneThree, 2025b). This gives the company a strong marketing message: the merger is producing practical benefits for customers.
Weaknesses: VodafoneThree also has weaknesses. The integration of two large companies is complex and can create disruption. There may be duplicated systems, different cultures, overlapping shops, technology integration issues, and customer confusion. Cost savings are possible, but if poorly managed, they could damage staff morale and customer service. Another weakness is that Vodafone has previously faced pressure in the UK market because of intense competition and customer switching. Telecom customers often compare prices easily, so loyalty can be low.
Opportunities: The main opportunities are linked to 5G Standalone, IoT, business services, smart cities, and rural coverage. Ofcom has shown that UK mobile and broadband usage continues to increase, while 5G availability is expanding across the country (Ofcom, 2025; Ofcom, 2026). This creates demand for better networks and more advanced services. Businesses need reliable connectivity for remote working, cloud systems, logistics, security, digital payments, and automation. VodafoneThree can use 5G to offer private networks, smart transport solutions, healthcare connectivity and manufacturing support.
Threats: The threats include regulatory monitoring, strong competitors, price pressure, cyber security risks, and economic uncertainty. The UK Competition and Markets Authority approved the Vodafone/Three merger with conditions, meaning Vodafone Three must deliver its investment commitments and protect consumers (CMA, 2025). If customers believe prices are rising unfairly after the merger, the company could face reputational damage and regulatory criticism.
[bookmark: _Toc1769368123]3.2 PESTEL Analysis
Politically, the UK government wants better digital infrastructure to support economic growth, productivity, and regional development. VodafoneThree's investment aligns well with this national agenda because improved 5G can support businesses, public services and local communities. However, political and regulatory pressure remains high because telecoms are an essential service. The company must show that the merger benefits customers and does not reduce competition unfairly.
Economically, the telecoms market is affected by inflation, energy costs, consumer spending pressure, and high capital investment needs. Customers may look for cheaper contracts during difficult economic periods. This increases price competition, especially in SIM-only and budget mobile brands. However, there is also an economic opportunity because stronger networks can support growth in digital industries. VodafoneThree has claimed that its network investment can contribute significantly to the UK economy over the next decade, including job creation and productivity benefits (VodafoneThree, 2025a).
Social factors are also important. Customers now expect mobile connectivity everywhere: at home, at work, while traveling, and in rural areas. Poor coverage is no longer seen as acceptable. People also use mobile data for banking, education, entertainment, health appointments, and work communication. This means VodafoneThree must treat coverage and reliability as social responsibilities, not just technical issues. Digital inclusion is important because customers in rural or poorer areas can be disadvantaged if they lack reliable connectivity.
Technological change is one of the strongest forces in the market. 5G Standalone, artificial intelligence, cloud computing, IoT and automation are changing what telecoms companies can offer. VodafoneThree's plan to build wide 5G Standalone coverage by 2034 is important because 5G SA can support lower latency, better capacity and new business use cases (VodafoneThree, 2025a).
Environmental factors include energy use, carbon emissions, e-waste, and sustainable network operations. Telecom networks require large amounts of energy, so Vodafone Three must invest in energy-efficient equipment and responsible supply chains. This can also reduce costs over time. Customers and investors increasingly expect companies to show environmental responsibility.
Legal factors include consumer protection, competition law, data protection, cyber security, and network resilience rules. VodafoneThree must comply with CMA merger commitments, Ofcom regulations and UK GDPR. Any failure in network reliability, data security or fair pricing could damage trust and lead to penalties.
[bookmark: _Toc1589059054]3.3 Porter’s Five Forces
Porter’s Five Forces model is useful for analysing the competitive pressure in VodafoneThree’s external environment. The model examines competitive rivalry, threat of new entrants, buyer power, supplier power and threat of substitutes (Porter, 1980).
Competitive rivalry is high. VodafoneThree competes directly with BT/EE and Virgin Media O2, as well as many mobile virtual network operators. Customers can compare deals online and switch providers relatively easily. This makes price and service quality very important.
The threat of new entrants is low to medium because building a national mobile network requires huge investment, spectrum licenses and regulatory approval. However, digital brands and mobile virtual network operators (MVNOs) can enter the market more easily by using existing networks.
Buyer power is high because customers have many choices and are price sensitive. Business customers also have strong negotiating power because large contracts can be valuable.
Supplier power is medium to high. Network equipment providers such as Ericsson and Nokia are important because VodafoneThree depends on advanced technology for 5G rollout. In 2025, VodafoneThree signed major supplier agreements for 5G equipment, showing the importance of supplier relationships in the strategy (Reuters, 2025).
The threat of substitutes is medium-sized. Customers still need connectivity, but they may use Wi-Fi for calling, messaging apps, satellite connectivity, or alternative broadband solutions. Therefore, VodafoneThree must make mobile connectivity reliable, fast, and valuable.
It is well-known that the market is attractive only for companies with scale, strong investment capacity, and customer trust. The merger gives VodafoneThree a better chance to compete, but success depends on execution.
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