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Executive Summary
The report evaluates the strategic positioning of Vodafone UK at the time when the company underwent significant changes following its merger with Three UK and later VodafoneThree. The analysis shows that Vodafone operates in an extremely competitive environment within the telecommunications industry where customers possess considerable bargaining power, high costs of infrastructure, rapid technological changes, and growing demands for IoT, 5G, cloud computing, artificial intelligence, and cybersecurity services. The FY2026 results of Vodafone indicate improving momentum, including 5.4% Group organic service revenue growth, €2.6 billion of adjusted free cash flow, and 4.5% organic adjusted (vodafone, 2026).
Further Porter's Five Forces, PESTEL, and SWOT analysis suggest that Vodafone need to avoid competing mainly via price and instead exploit its customer relationships and network capabilities to retain differentiation. Therefore, the recommended strategy is a Customer-Centred Digital Ecosystem Strategy, which integrates market development, penetration, and related diversification. The strategy suggests that Vodafone leverage its reinforced VodafoneThree network to offer 5G, broadband, IoT, AI, cloud and cybersecurity services. It enhances personalised service, digital customer service, and customer retention. This has been consistent with the three strategic areas of Vodafone, such as Customers, Simplicity, and Growth. 
The SFA approach has highlighted that the strategy is appropriate, viable, and acceptable, yet its implementation poses high costs, technological, cybersecurity, and integration risks. The report has suggested that implementing the strategy over a period of three years using KPIs that are based on network quality, customer satisfaction, churn rates, digital services usage rate, B2B income, efficiency and profitability of operations. Customers, employees, shareholders, regulators, and IT providers are the key stakeholders to consider. Overall, Vodafone should use VodafoneThree to build a sustainable competitive advantage through greater connectivity, personalised experience, and advanced digital technology. This strategy has provided the strongest coordination between Vodafone’s existing abilities, long-term growth, and market opportunities.
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1.1 Organisational Overview
Vodafone Group Plc is recognised as a significant digital connectivity and telecommunications organisation operating its business across Africa and Europe. However, the expansion of its business activities beyond mobile connectivity into business services, fixed broadband, solutions of Internet of Things and cloud security. However, the strategic purpose of Vodafone is to “connect everyone” and create a sustainable, inclusive and loyal digital society in which businesses and individuals can thrive. 
1.2 Vision, Mission and Values
The mission of the organisation is to connect everyone so that people, communities and businesses can be able to participate online economy. However, the organisational purpose is supported by three commitments, such as protecting the planet, empowering people and maintaining trust, which exhibited its focus beyond its financial performance (vodafone, 2026). 
	Organisational element
	Vodafone’s focus 

	Purpose/Mission
	To connect everyone as well as generate an inclusive online society

	Customer value
	To deliver reliable, digital experiences and build trust

	Sustainability
	To protect the planet and minimise environmental influence

	Innovation
	To grow emerging technologies and advanced connectivity 

	Trust
	To maintain stakeholder trust and operate responsibly

	People and inclusion
	To reduce digital exclusion and empower people


The values of Vodafone are represented by its Spirit of Vodafone. It stresses innovation among consumers, trust, collaboration, and experimentation. After the merger between Vodafone UK and Three UK on 31st May 2025, VodafoneThree will invest £11 billion within 10 years for an innovative UK 5G network (vodafone, 2026).

[bookmark: _n7fotz57j25s][bookmark: _Toc237094839][bookmark: _Toc237095993]2. Evaluation of the Current Market Situation
[bookmark: _9xolud68iz5c]Vodafone UK operates in the telecommunications industry where there is intense competition, frequent innovation, substantial capital outlays and increasing regulatory demands. The Vodafone UK-Three UK merger was completed in May 2025, resulting in VodafoneThree and generating more size and scope of operation. Nevertheless, the expanded company needs to leverage its size, customer loyalty, network differentiation and growth in profits. UK service revenue rose to €5.887 billion for FY2025, up 4.5%, whereas adjusted EBITDAaL increased to €1.558 billion (Vodafone, 2025).
2.1 PESTEL Analysis
	Factor
	Current market evidence
	Strategic Implication for Vodafone

	Political
	Several policies are associated with the telecommunications industry that need proper security, resilience and compliance 
	Vodafone needs to act as a robust regulator and comply with a governance structure to enhance investments of VodafoneThree in economic growth and customer experiences.  

	Economic
	Capital cost is required for this market, whereas affordability and quality matter for the price-sensitive customers. Revenue rises 4.5% in FY2025 (Thompson, 2025).
	Vodafone needs to maintain the investment of £11bn on the network to enhance cost management and profitability

	Social
	Seamless connectivity, service efficiency and customer support are the primary priorities of Vodafone. 

	Vodafone needs to strengthen customer experiences and satisfaction rather than relying on the network. 

	Technological
	Vodafone creates growth opportunities through 5G, 5G standalone, IoT, cloud, AI and cybersecurity, while it invests £11bn in VodafoneThree (Vodafone, 2026).
	Vodafone introduces mobile connectivity into digital services, IoT, AI-based solutions and smart systems.

	Environmental
	Concerns of energy consumption and environmental degradation through network growth. 
	The company need to improve energy usage and sustainability goals across the network system. 

	Legal
	Compliance with the Telecommunications (Security) Act 2021 and updated 2026 guidance (GOV.UK, 2026).
	Cybersecurity, resilience, data protection and supply-chain security must be introduced.



Critical evaluation
The PESTLE analysis highlights that Investment in new technology with affordable, secure and compliant options is important. Technology enhances growth opportunities, capital investment and cybersecurity risks. According to Ofcom data, 5G standalone coverage outside premises was 49% to 85% for three operators which had installed the technology by January 2026 (Ofcom, 2026). Thus, VodafoneThree's £11bn investment may make a difference if it results in better coverage, speed and reliability (Vodafone, 2026). 
2.2 Porter's Five Forces Analysis
1. Competitive Rivalry: High
There is strong competition in the UK telecommunications market where VodafoneThree is competing against BT/EE, Virgin Media O2, others and MVNOs (Vodafone, 2023). Competition is through price, network quality, customer service, broadband and digital offerings. The combination with Three makes the competitive landscape different. The company possess resources to invest in infrastructure, where both companies can commit to investing £11bn over ten years (Foldes, 2025). However, scale does not lack rivalry as consumers can switch if prices and network quality are better elsewhere. 
Implication: Vodafone needs to compete on network differentiation, customer experience and digital offering rather than price.
2. Threat of New Entrants (Low to Moderate)
Entry by a new full-scale mobile network operator is a threat that is relatively small, as it is very expensive to build a nationwide network. The proposed investment of £11bn by VodafoneThree is an indication of how much capital, spectrum, technology and regulatory expertise are needed to successfully compete on the infrastructure front (Földes, 2025). The threat of entry by digital companies and MVNOs is lower as these companies can compete in specific customer segments without requiring physical networks.
3. Bargaining Power of Buyers (High)
There is high competition in terms of network operators, MVNOs, SIM-only products, broadband networks and convergent products, among others. This gives consumers the option to compare and increasingly demand clear contracts and connectivity. According to Vodafone Group Plc, (2025), the demands of its stakeholders include faster and reliable fixed internet, increased mobile coverage, excellent customer support and faster issue resolution.
4. Bargaining Power of Suppliers (Moderate to High)
Telecommunications providers rely on equipment manufacturers, technologists, cloud service providers, software firms and infrastructure providers. Dependence on specialist suppliers is growing due to the increasing relevance of technology. The UK Telecommunications Security Framework highlights the significance of handling supply chain risks and building network resilience. Thus, the power of the supplier is moderate to high (legislation.gov.uk, 2026).
5. Threat of Substitutes (Moderate)
Mobile telephony and traditional messaging are subject to substitution via internet alternatives such as WhatsApp, Teams, and similar digital communication apps. In the same way, customers judge connectivity in relation to a broader digital ecosystem rather than just a mobile product. Ultimately, substitutes depend on telecoms infrastructure, allowing Vodafone to earn money by offering connectivity and infrastructure services. Thus, the threat of substitution is moderate.
2.3 SWOT Anlsysis
	Strengths
	Weaknesses

	Greater UK scale in VodafoneThree with £11bn planned investment in UK network infrastructure.

	Complexity arising out of merger integration.


	UK service revenue up by 4.5% in FY2025 (Thompson, 2025)

	High capital cost for network modernisation


	UK service revenue up by 4.5% in FY2025 (Thompson, 2025)

	Challenging customer value, competitive environment and service expectations

	Opportunities
	Threats

	5G and 5G Standalone services

	Aggressive competition by EE and Virgin Media O2 (Espiner and Pathma, 2023)


	Internet of Things (IoT), artificial Intelligence (AI), cloud computing and cybersecurity services

	Price wars and switching customers.


	Smart cities, autonomous systems and connected infrastructure.
	Technological obsolescence, cybersecurity, network-resilience risks and regulatory compliance rise cost


 
2.4 Overall Market Evaluation
Based on the above analyses, VodafoneThree enters a market characterised by significant growth opportunities. The major opportunity lies in transforming VodafoneThree’s enhanced networks and capacity for investments into a unique set of propositions to customers and businesses. According to Ofcom, 4G coverage from any provider covers approximately 96% of the UK’s landmass, whereas coverage of 5G and 5G standalone continues to grow (IG, 2025). Therefore, competitive advantage will be harder to gain in terms of mere coverage and will require reliability, fast and high-speed connections and enhanced digital capabilities. Vodafone should exploit the advantages of the merger in three directions:
· Take advantage of the enhanced Vodafone Three network and £11bn of investments to enhance coverage, performance and loyalty.
· Enter markets of IoT, cloud, cybersecurity and AI business solutions.
· Include mobile, broadband and digital services together to improve customer experience and loyalty.

[bookmark: _v8lillofpx1p][bookmark: _Toc237094840][bookmark: _Toc237095994]3. Type of strategic growth and proposed strategy
Vodafone’s current position provides several potential growth opportunities, as the company has increased the scale of three mergers in UK operations while Vodafone mainly focuses on customer simplicity and growth. During the transformation periods, Vodafone reveals that its UK customers' experience and satisfaction level have increased, and the UK achieved its best-ever results (Vodafone, 2025). 
3.1 Potential Strategic Growth Options
Option 1: Market Segment-Strengthening the Existing UK Consumer Base
Vodafone can achieve market segment by using the Ansoff matrix, which also helps increase sales of its existing mobile broadband and network services in its UK market (Ferreira et al., 2024).
This includes:
· Enhancing customer retention through loyalty programmes
· Cross-selling broadband packages and mobile services
· Developing digital customer service and self-service
· Using the improved VodafoneThree network to strengthen customer awareness of quality
· Improving personalised offers based on customers' preferences and demand
As Vodafone operates with existing products and customers, these methods have low strategic risk. Depending on market expansion, it could affect price competition with other competitors and limit long-term growth. 
Option 2: Market Improvement - Expanding Connectivity Applications 
Vodafone can use its advanced network abilities to enter new customer segments and applications. Its Three merger provides greater network scale while the company’s investment programme creates opportunities to serve advanced requirements in areas such as network infrastructure and business connectivity. The CMA highlights that long-term competition, and network quality can be improved through investment in the merged network (Vodafone, 2024). Potential markets involve:
· Advanced connectivity needed by SMEs
· Public organisation sector
· Smart city infrastructure
· Industrial IoT
Option 3: Product Improvement and Diversification - Digital Services
An efficient long-term opportunity can be built through IoT, cloud, cybersecurity, and AI-enabled business services. Vodafone's FY2025 report shows that it had 205 million IoT connections and adopted connected devices, generative AI, and cloud alongside advanced technologies that influence the market (Vodafone, 2025). Combining these propositions, including 5G, IoT, Cloud, AI, and Cybersecurity, Vodafone can improve its growth. This approach has greater risk than a simple market segment yet offers higher growth markets.
3.2 Recommended Strategy: Customer-Centred Digital Ecosystem Strategy
Vodafone adopts a customer-centred digital ecosystem strategy that includes market expansion, development, and related diversification. As the fundamental tools they should use, three merger networks to improve the 5G network, broadband, IoT, cloud, cybersecurity, and AI-enabled services.
	Strategic evaluation
	Justification

	VodafoneThree scale
	The company can invest in connectivity quality and improve new services, as this provides a greater platform 

	Advanced technology
	Adopting Connected devices, generative AI, and cloud is important as industry growth drivers

	Customer experience
	Making customer-led digital services with existing transformation by identifying customer experience as its number one priority

	Discrimination
	Integrated connectivity and digital services provide larger differentiation 

	Potential growth
	Vodafone can expand into more B2B digital solutions through IoT capabilities

	Strategic fit
	This approach supports Vodafone's existing priorities



3.3 Porter’s Generic Strategy
Vodafone should differentiate through. 
· Increasing VodafoneThree investment to provide a reliable 5G network
· Delivering simpler, personalised, and digital-enabled services
· Combining connectivity with IoT, cloud, AI and cybersecurity
· Improving industry-specific solutions for SMEs and larger enterprises
As Vodafone operates in a competitive market, this helps in cost leadership and competing on value and quality.
3.4 Alignment with Vodafone's Values
The recommendation aligns with the purpose and values of Vodafone. The purpose of Vodafone is to connect everyone and to create an inclusive, sustainable, and trusted digital society. 
Customer-centric: simpler and personalised experiences. 
Innovative: 5G, IoT, AI and Cloud technologies. 
Inclusive: connecting under-served communities. 
Trusted: cybersecurity built into services. 
Sustainable: enhanced resource efficiency. 
Cybersecurity must become integral to growth and not an option for Vodafone. 
Overall Recommendation
The board need to develop a customer-centric digital ecosystem based on the size of their network through VodafoneThree, with emphasis on loyalty, innovation, B2B business and sustainable competitive advantage. This can emphasise Customers, Simplicity and Growth, while capitalising on 5G, IoT, AI and Cloud technologies.
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The proposed customer-centred digital ecosystem strategy needs to undergo evaluation based on the Suitability, Feasibility and Acceptability (SFA) approach. This approach looks at whether the strategy suits the environment and position of the firm, whether the results are acceptable to all stakeholders, and whether the strategy is realistic based on the available resources (Johnsohn, 2026).
4.1 SFA Evaluation
	SFA criterion
	Evaluation of proposed strategy
	Overall assessment

	Suitability
	This strategy is made in response to high market potential in IoT, 5G, and digital services in addition to customer needs for easy and reliable connectivity.
	High

	Feasibility
	The scale of networks becomes higher for VodafoneThree, whereas Vodafone has expertise in IoT, telecoms, and digital services. However, this strategy needs proper integration and significant resources.
	High-Medium

	Acceptability
	This strategy has the potential to create value for customers, higher shareholder return, and revenue opportunities, although risks exist.
	High-Medium


 
Suitability
The proposed strategy is highly effective since the opportunities and weaknesses have been addressed by the strategy under consideration. Vodafone has undergone a transition to Customers, Growth, and Simplicity, and the reporting for FY2026 shows that there are many opportunities in IoT, B2B, and digital services (Purnell, 2026). The merger between Vodafone and Three makes this even more appropriate. Overall, the merged company has spent £11 billion over ten years in developing the UK network (Vodafone, 2026). In May 2026, network integration has helped 28.6 million Vodafone and Three customers enjoy better coverage, reducing mobile not-spots to 16,500 km² (Vodafone Group, 2026). Thus, this strategy will not make Vodafone go out of its way.
Feasibility
The strategy is feasible due to the existing organisational and technological capabilities that Vodafone possesses. In its FY2025 report, Vodafone outlined Vodafone Business, digital services, and IoT as structural growth areas. However, Vodafone as a Group also showed its capability of simplifying and freeing resources for growth. Moreover, the £11 billion infrastructure plan for VodafoneThree gives a huge basis for building the suggested ecosystem. VodafoneThree has also made alliances with technology providers such as Ericsson and Nokia, which helps in implementing the network investment programme (Vodafone, 2026). Therefore, there are certain feasibility difficulties. Thus, the strategy must be introduced gradually rather than attempting to launch all digital services simultaneously. 
Acceptability
	Stakeholder
	Expected benefit

	Business customers
	Access to IoT, 5G, AI, cloud, and cybersecurity solutions

	Government/society
	Broader connectivity and enhanced digital infrastructure

	Employees
	New opportunities in digital services, technology, and network development

	Customers
	Better coverage, personalised services, reliability, and integrated connectivity

	Shareholders
	Robust long-term growth and potential revenue diversification


 
The main challenge here is the fact that the large investments made may have a negative effect on short-term gains. However, the present approach used by Vodafone proves its operational efficiency, disciplined investment, and sustainable value creation.
4.2 Overall Strategic Judgement
[bookmark: _bupy0ad0ds9k][bookmark: _Toc237094842][bookmark: _Toc237095996]SFA provides strategic rationale for the Customer Centred Digital Ecosystem Strategy, which is consistent with the transformation of Vodafone. It is advised that the board endorse the strategy along with its phased implementation and KPIs such as retention, digital usage, NPS, network, business-to-business (B2B), and return on investment (ROI).


5. Stakeholder Analysis
The proposed Customer-Centred Digital Ecosystem Strategy will impact many Vodafone stakeholders. Stakeholder theory focuses on taking into consideration those who impact or get impacted by organisational operations. This is especially real for Vodafone since the success of the strategy will depend on customers, suppliers, employees, investors, local communities and regulatory agencies.
5.1 Stakeholder Impact and Mendelow's Matrix
	Stakeholder
	Power/Interest
	Mendelow position
	Strategic impact
	Engagement approach

	Customers
	High/High
	Manage closely
	Personalised services, better connectivity, and digital products
	Surveys, NPS and digital feedback

	Shareholders
	High/High
	Manage closely
	Long-term development but raised the risk of investment
	Performance reporting and Investor briefings 

	Employees
	High/High
	Manage closely
	New digital roles and skills, but require potential restructuring
	Communication and training, consultation 

	Suppliers
	Medium–High/High
	Keep satisfied
	Raised demand for innovation and technology
	Monitoring and partnership reviews 

	Regulators
	High/High
	Manage closely
	Effective investment along with security responsibilities and regulatory 
	Compliance and consultation reporting

	Communities/NGOs
	Medium/High
	Keep informed
	Empowering digital inclusion and connectivity
	ESG reporting and community consultation



5.2 Stakeholder Engagement Plan
Customers, employees, shareholders, and regulatory agencies are the main stakeholders due to their high level of power and interest in the strategy. This is particularly true when considering how much change and infrastructure development is involved in implementing the strategy. 
Engagement priorities 
· Customers: improving coverage, dependability, value proposition, and services.
· Employees: providing training for reskilling in the digital environment and communication.
· Shareholders: showing sustainable returns using KPIs.
· Regulatory bodies: ensuring transparency, compliance, and consumer protection.
· Suppliers: innovation partnerships and risk management.
· Community stakeholders: promoting digital inclusion and sustainability.
Consequently, it can be concluded that the model proposed by Mendelow helps focus on the engagement activities at the level of stakeholders' influence. Nevertheless, the model also helps in achieving the goal set by Vodafone to develop an inclusive, trusted and sustainable digital society (Shcherbachenko et al., 2022).
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Customer-Centred Digital Ecosystem Strategy can be delivered through a phased approach which connects VodafoneThree's network investment with the customer experience, digital ecosystem and revenue generation. It corresponds to the company's strategic priorities for FY2026, which include Customers, along with better networks and B2B business (vodafone, 2026).
6.1 Implementation Plan
	Objective
	Key actions
	Timescale
	Key Performance Indicators (KPIs)

	To boost network differentiation
	Constant efforts to integrate the VodafoneThree network, focusing on 5G/5G SA roll-out, and fill any existing network gaps.
	0-4 months
	5G coverage, average download speed, network reliability, not-spots reduced, network satisfaction of customers

	To grow B2B and digital services
	Create 5G, cloud computing, IoT, artificial intelligence and cybersecurity offerings for SMEs as well as larger companies.
	6-36 months
	Revenue growth, digital services revenue, and IoT connections revenue per customer 

	To accelerate customer experience
	Introduce new AI-powered customer service, digital self-service and personalisation offerings, combining mobile, broadband and family propositions.
	0-18 months
	NPS, time to solve complaints, customer churn, and customer satisfaction 

	To generate operational effectiveness 
	Accomplish VodafoneThree integration, automate selected business processes and optimise contracts.
	0-24 months
	Cost savings, integration milestones, efficiency of employees, EBITDAaL margins


	To deliver sustainable growth of finance
	Invest in highly profitable network and digital projects, monitoring results quarterly.

.
	12-36 months
	Adjusted EBITDAaL growth, Service revenue growth, adjusted free cash flow growth, ROCE and ROI on strategic investment


Vodafone made efforts towards implementation of the above strategy. For example, organic service revenue grew in FY2026 by 4.5% due to growth of broadband and improved customer experience. Moreover, there was an improvement in customer churn for consumer brands after the merger (vodafone, 2026). However, the network strategy is crucial to deliver the plan. By May 2026, network integration provided 28.6 million customers with improved network coverage, reduced approximately 16,500 km² of mobile not-spots and allowed to implement £11 billion investment programme (vodafone, 2026).
6.2 Monitoring and Governance
[bookmark: _fayvc0e6s208]The plan should be managed and monitored by the Strategic Growth Steering Committee with monthly operational and quarterly board review meetings. A balanced dashboard should track financial, network, customer, digital, people and sustainability KPIs (Vodafone, 2026). The company's FY2026 Annual Report reports on financial, customer, employee, and sustainability KPIs while having 81% employee engagement and 83% shared-operations NPS (Vodafone, 2026). 
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7. Conclusion
The company is about to enter an important strategic stage, after the VodafoneThree deal and change in the business model. Although the UK telecommunications industry is competitive, there are significant possibilities for Vodafone thanks to its new increased size of the network, investments in 5G, customers and digitalisation. The results of the financial year 2026 show positive trends: the organic service revenue of Vodafone UK grew by 4.5%, in addition to improvements in the customer experience and network integration. Thus, this report recommends a strategy of Customer Centred Digital Ecosystem, which includes market penetration, market development and diversification. This strategy will provide a competitive edge through improved connectivity, customer experience and integrated 5G, IoT, AI, cloud and cyber security services. Based on the SFA, the strategy is applicable, feasible and acceptable, if implemented in phases. In conclusion, Vodafone should take advantage of the size of VodafoneThree for long-term differentiation, customer loyalty and sustainable growth, which will be consistent with Vodafone's values - Customers, Simplicity and Growth.
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