

NAME: IFFAT ALAM
STUDENT NUMBER: 1707070
MODULE TITTLE: PROBLEM SOLVING AND DECISION MAKING
MODULE REFERENCE: BMSK4004
[bookmark: _GoBack]MODULE LECTURERS NAME : MUSHFIQUR RAHMAN
 



















Contents
1.0 Introduction	3
2.0 The Impact, Scope and Complexity of Organizational Problems: A Focus on Vodafone	4
2.1 Defining Problems at Vodafone	5
2.2 Analysis of problem to create decision making	6
2.3 Communication & coordination plan	7
2.5 Alternative solutions to the problems	9
2.7 Decision making techniques to evaluate the range of solution	10
3.0 SWOT Analysis	12
4.0 PESTLE Analysis	15
5.0 Conclusion	18
6.0 References	19









1

[bookmark: _Toc521515444]1.0 Introduction and organization overview
In the present world of fierce competition, rapidly changing market conditions, highly complex and volatile technological progression, increasing environmental implications of operations and rising tension for a work-life balance, every organization irrespective of its size, scope, and nature of operations is caught with various problems more frequently than ever before. Today the natures of the problems also vary quite dramatically and involve decisions to be made about conflicting corporate, divisional, financial, competitive, humane, and operational issues among many other areas. Founded in 1991, Vodafone is a UK based multinational telecommunications conglomerate with operations in 25 countries worldwide and a workforce of 111,556 people (The Irish Times, 2018). Despite years of successful operational history and its sheer size, this giant is recently facing several problems in its financial and nonfinancial performance that are limiting its competitiveness in the telecommunications sector. Deterioration of financial health, declining subscriber base, drop in brand valuation, losing in the US market and a poor performance in Europe are some of the major problems that Vodafone needs to immediately address to stay in the market (Dave, 2018). The rest of this report discusses and analyzes the problems at Vodafone, their implications, the resultant decisions to be made along with an in-depth focus of the process to do so. To the extent applicable, theories and concepts of problems solving and decision making are matched with the scenario at Vodafone. 






[bookmark: _Toc521515445]2.0 The Impact, Scope and Complexity of Organizational Problems: A Focus on Vodafone
A problem is any discrepancy between the current state and the desired state. Organizational problems can be defined as being a difference in its vision (where it wants to be) and its present performance. As mentioned earlier, problems in organizations can vary in scope depending on whether they relate to strategic, financial, competitive, operational, humane (behavioral, motivational etc.), or some other areas of the entity. Day-to-day problems are less complex, short term and involve standard repetitive procedures or policies as their solutions. However, long run strategic problems are more complex, require greater involvement of the upper level management, and are not readily resolved.
Vodafone faces day to day problems in operations management, procurement, service provision, networking, and communications. However, Vodafone has standard set of rules and policies to govern the decisions that resolve these problems without requiring substantial interference of top management. But the strategic problems at Vodafone are much more complex and involve formulation, implementation, and evaluation of long run strategic moves that affect the entire organization for a change management. These types of problems invite decisions about market share, financial plans, human resource management, operations redesigning, infrastructure development, and so on. 
The process of identifying the problem(s) at Vodafone is a thorough analysis of its external and internal factors. In this respect, the SWOT analysis of Vodafone will detect important internal weaknesses and external threats that lead to a compromise to the optimal performance of the company. Again, PESTLE analysis will provide important insight about how the problems are associated with the broader external environment in which Vodafone operates. 
[bookmark: _Toc521515446]2.1 Defining Problems at Vodafone
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Figure 1: Customer base of Vodafone (Narendhra, 2017)
Figure 1 shows that the customer base of the Vodafone reduced in comparison to that during 2013. The increment of customer base in 2015 & 2016 can be attributed to the increase in the number of mobile phone users. Though the customer based increased, the market share reduced as the market sized increased at higher rate than the growth rate of the customer base of Vodafone. Such deterioration of market base can be attributed to some operational issues. 
Following are the operational & strategic issues at Vodafone identified to be reason behind deterioration of the competitive position.
Issues 1:   High exposure to some markets, market saturation issues, less control over the overseas operations & lack of co-ordination            
30% of the customer base of the Vodafone is from the European market zone but the markets generate 67% of the revenue of the company (Jain, 2018). The information describes the degree of market saturation. Such high dependence on the European & Indian markets increased the exposure of the organization to the market risk, political risk & legal risks. For example, the pressure from the regulatory body in India regarding the tax issues created difficulty while the organization approached merger with the Idea (Todeva  and John, 2017). And, the economic downturn in Europe affected the revenue of the telecom service provider considerably.  
The strategic market expansion strategy (i.e. acquiring & merger strategy) and the lack of coordination among the overseas operations are other sources of inefficiency at Vodafone. Due to the acquisition & merger based expansion philosophy; Vodafone has to experience operational & legal issues (Singh, 2017). This also increases the operational cost, expansion cost and business risk.          
Issue 2: Call drop issues & high focus on the data based service segment    
Vodafone focused highly on the development of the innovative services like M-Pesa, Neopanda, EyeSee & C-Air etc (Ginn, 2016). It also invested a lot in the project dedicated to develop the 5G platform. Such effort is expected to have good future and also facilitated the service provider with brand value. This is why the company is over-valued in the market. 
But the issue is that due to high focus on the data based service segment, Vodafone overlooked the R&D investment for the traditional voice service segment which is still a major source of revenue. As a result, issues like high call drop rate raised and affected the brand value of the telecom service provider.            
Issue 3: Poor customer support 
Vodafone outsources its customer support services from India by awarding contract to the Indian customer care centers. Such outsourcing though reduces the operational burden & reduces the cost of customer support but raises issues regarding the quality of the support (Narendhra, 2017). Thus, these issues create dissatisfaction among the customers.    
[bookmark: _Toc521515447]2.2 Analysis of problem to create decision making
Impact/Scope of Issue 1: High exposure to some markets & market saturation issues          
Such high degree of market saturation increased the market risk exposure, political risks & legal risks. As such, political decision to leave the EU enforced operational limitations to Vodafone & affected the financial performance due high dependence of the European economic factors (i.e. weakening of the Pound after the Brexit) (Sanghavi, 2017). Differences in the legal framework also affected the operational performance Vodafone’s performance in the Indian market. Lack of coordination among the overseas operations is another source of inefficiency at Vodafone. Acquisition & merger based expansion philosophy also causes Vodafone to experience operational & legal issues. This also increases the operational cost, expansion cost and business risk.       
Impact/Scope of Issue 2: Call drop issues & high focus on the data based service segment    
This issue leads to the reduction of the market share in the traditional voice service segment. This is still the most market share contributing segment. This also affects the brand image of the whole company & causes customer dissatisfaction. And thus the revenue volume of the organization affected. 
Impact/Scope of issue 3: Poor customer support 
Poor customer support has direct impact on the customer satisfaction & brand value. The outsourcing effort reduced the costs but raised serious question about the quality of the services. I.e. less focuses on the cultural differences. The loss of market share to the AT&T in the US market is largely attributed to the issue (The Irish Times, 2018).       
[bookmark: _Toc521515448]2.3 Communication & coordination plan 
To improve the effectiveness of the decisions and to ensure the spontaneous participation of the employees the idea from employees of relevant department should be welcomed & considered.  . After the collection of the idea about the potential solution, the management team evaluates each alternative and chooses the best alternative though interactive process which ensures the most spontaneous participation of the stakeholders (Dede, 2018). Following is the communication plan which is expected help to ensure coordination within the organization so that operational issues can be addressed effectively. 





	Subject
	Responsibility 
(team)
	Audience/subject   
(team)
	Communication frequency  
	Mechanism 

	Creation of the urgency for change   
	Business development 
	Management 
	On identification of the scope of improvement 
	Formal report & formal meeting

	Forming a powerful coalition 
	Team heads 
	Internal stakeholders 
	After approval by the management 
	Formal & informal meeting, dash board updates    

	Plan development  
	Business development team  
	Management  
	On initiation 
	Meeting 

	Involvement assurance & idea choosing 
	Business development team  
	 Internal stakeholders
	On initiation 
	Meeting 

	Responsibility defining 
	Business development team

	Project management  team 
	On initiation  
	Interactive meeting

	Change request evaluation 
	Project team 
	Internal stakeholders
	Continuous 
	Formal reporting 
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Alternative Solutions to issues 1: Centralization & Joint venture based expansion or diversification of market exposure 
 Vodafone with an effort to reduce the exposure to single market can approach centralization & Joint venture based expansion or diversification of market exposure so that market risk, political risk, economic risk, exchange rate risk & legal risk can be reduced. 
Centralization involves contraction of the decision making authority in the hand of centralized management. But here flexibility to some extent should be ensured to promote participation & innovation. Joint venture based expansion will provide a access to the knowledge of local player and will reduce the exposure to the political risk (Thomas, 2018). 
Vodafone can also diversify its business portfolio by expanding to the new emerging markets like countries in Africa. This will helps to reduce the degree of market saturation.        
Alternative Solutions to issues 2: Investment in the R&D & collaboration with the tech support providers for the treatment of the operational issues of the traditional voice service segment or developing the brand image fully of sophisticated data service providers 
Vodafone can reduce operational pitfalls like call drops by investing in the R&D & formation of partnership with the tech support providers so that more efficient system of handling these issues can be developed. This will help Vodafone in regaining the market share in the traditional voice service segment (Todeva  and John, 2017). 
Vodafone can also consider the option of doing nothing and invest more on the data based service innovation to position itself as the most sophisticated service provider in this segment. Such steps are successfully taken by Reliance Jio, Indian telecom service provider, who made its voice service segment free of cost to increase the customer base based on the belief that by 2025 more than 90% of the revenue of the industry will be generated through the data based service segment (Dave, 2018).     
Alternative Solutions to issues 3: Acquisition of the call centre in India or formation of credible commitment based outsourcing
Vodafone can evaluate the option of avoiding the outsourcing of the customer support activities and acquisition of the call centre in India as it will be cost effective. This will allow to serve customer support activities with the desired quality. Cultural difference issues can also be treated if such option is chosen as the solution.    
Vodafone can also form short term credible commitment with the call centre in India what will help them to review their performance periodically. In addition, Vodafone can require the inclusion of the provision of having full control over the HR function in these customer care support providers (Ang, 2018).   
[bookmark: _Toc521515450]2.7 Decision making techniques to evaluate the range of solution
Different decision making tools can be used in choosing the best solution to solve a operational issue. Following are the techniques identified to be best fit for this case:
Game Theory: According to the theory while choosing the best alternatives the action of the internal & external forces should be taken into consideration. Each and every uncertainty should be taken care of and should be weighted while making decision. But while using the framework the management should be aware of the issue that game may not solvable. In this situation, the assumptions regarding the potential outcome should not be simplified (TOFAN, 2014).    
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Figure 2: Influence diagram- Game theory (Mindtools.com, 2018)
Pros & Cons analysis: This approach involves the consideration of the positive &negative influence of each alternative on the operational and financial aspects of the organization.  
Delphi Approach: This approach involves the welcoming of the idea from each stakeholder to solve a problem. After the collection of the idea about the potential solution, the management team evaluates each alternative and chooses the best alternative though interactive process which ensures the most spontaneous participation of the stakeholders.     
Grid Appraisal Matrix: This is the simplest approach which involves the evaluation of the each alternative regarding the some set criteria where each criterion have different weight reflecting respective importance to the organization (Dede, 2018). 
Recommended decision making framework for Vodafone 
	
	Criterion A
Market Impact (feasibility)
	Criterion B
Financial Appraisal (IRR, NPV, PI) 
	Criterion C
Organizational feasibility & legal impact
	Criterion D
External impact & Cannibalization impact  
	Criterion E
Technical feasibility
	 Score

	Criterion Weight 
	20%
	20%
	20%
	20%
	20%
	

	Option 1
	
	
	
	
	
	

	Option 2
	
	
	
	
	
	

	Option 3
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SWOT analysis is an effective tool for identifying external opportunities and threats as well as internal strength and weaknesses of an organization. All of these lead to the way of identification of existing or potential problems that stand in the way of capitalizing on the strengths and opportunity and accelerate the weaknesses or entangle the treats. 
	Strengths
	Large Market Access: As per the information of January 2018, a Vodafone rank 395th among world’s most revered 2000 brands (Forbes, 2018). Capitalizing on its brand identity, Vodafone has extended its operations to a globally saturated large market. In respect of the number of mobile customers, Vodafone stands second in position, just behind China mobile. Its operations are directly extended to 25 countries and 47 more countries through indirect partner networks.
Large Revenue and Asset Base: Vodafone has a huge turnover of €47,631 million as per its financial statement of 2017. In the same financial year, Vodafone made an operating profit of €3,678 million. In the statement of financial position of 2017, Vodafone has a total asset of €154,684 million (Hasan Mahmud and García-Medina, 2018).
Marketing Excellence: Vodafone has exceptionally strong marketing efforts. Worldwide renowned Vodafone pug and Vodafone zoozoo’s are example of its marketing accomplishments. Vodafone spends 2%-4.5% of its turnover on marketing efforts (Ang, 2018). 
Innovative services:  Innovative services like M-Pesa have been a great source of revenue for the company.  

	Weaknesses
	Declining Subscriber Base: Except for the market in India, Vodafone subscribers have been reducing in number in most of its key markets. The most drastic loss of subscription has occurred in the US market where Vodafone is not even close in competition with Verizon and AT&T. In total, the last four years has a declining trend of lost customers of Vodafone.
Drop in Brand value: The valuation of the Vodafone brand has also declined substantially from 2016 to 2017. In fact the declining trend started back in 2014.
[image: ]
Net Losses: Vodafone has been a loss making company since 2016 and the magnitude of net losses has increased in 2017. In 2016, the company had a net loss of €5,122 million and in 2017 the amount of net loss has been €6,079 million (Narendhra, 2018).
Poor Customer Service: Vodafone has been severely criticized for its below standard customer service in many of its market, especially in Australia. Even, in 2010, Australian customers brought allegations of poor service against Vodafone for technical and support inadequacies and popularized the slang “Vodafail” which destroyed its reputation in that market.
Customer Protection Breaches: Ofcom fined Vodafone a record amount of £4.6m in October 2016 for seriously breaching customer protection rules (Todeva  and John, 2017). This continued to April 2017 when the CEO intervened directly with disgruntled customers through mail. Moreover, on October the same year, Citizen’s Advice found out that Vodafone customers were led to a monthly overpay of £22 by the company (Hasan Mahmud and García-Medina, 2018).

	Opportunities
	Growing African and Latin American Market: Vodafone has virtually no operations in Latin America and Africa but these markets are growing at a faster pace. So, there is a scope for expansion in these profitable markets. 
Growth in India: Despite falling market share in other regions, Vodafone’s market share in India is rising and this is a golden opportunity for the company to utilize the huge population of India in overcoming its losses.
Increase in Smartphone uses:  A radical increase in the number of people using Smartphone has created the opportunity to exploit and expand internet and mobile data services to customers.

	Threats
	Extreme Competition: In every market Vodafone is facing extreme compe4titve pressure. For example, AT&T and Verizon in the USA, China Mobile in China, Reliance Jio, and Airtel in India are taking aggressive moves to snatch market share away from Vodafone through improved customer service, prudent differentiation and cost leadership.
Saturation: The telecommunications industry is very close to complete saturation especially in European and US market. This has intensified fights over market share and reduced margins by significantly transferring bargaining power to customers.
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The analysis of external factors beyond the sole control of Vodafone also makes it easier to pinpoint complex problems that need immediate solutions. 
	Political
	In 2017, Vodafone faced charges of cartelization and abuse in the Indian telecommunication market after a complaint was lodged by Reliance Jio to CCI (Singh, 2017). Even though CCI finally negated these complaints, Vodafone’s goodwill in the market suffered a loss. Issues were raised regarding the fact that local governments are favoring the local service providers and thus the operations in the international segments are exposed to the influence.  
Brexit initially posed a threat of the possibility of increasing roaming charges. This increased the surcharges and raised reciprocation issues in the EU market. In addition, Brexit decisions have impacted the market of the Vodafone by raising concern about the net neutrality, e-privacy, digital agenda & spectrum etc issues.   
Brexit also have some positive potential impact on the performance of the Vodafone’s UK performance. This is so as the UK market now will not be subjected to the EU 2015/2020 rule which would increase the investment on the regulatory compliance projects (Jain, 2018). UK govt. is currently announced more liberal & pro-investment policy for the domestic service providers.   
Vodafone is in the positive liaising with the local governments which helps it to reduce the exposure to the political risk. Such liaising helped Vodafone in involving in the merger and acquisition in these markets as the intervention by the govt. is low. As such, Vodafone merged with the Idea Cellular in Indian market and becomes the largest telecom firm in the market. The risk is generally high in the industry because govt. closely controls the activities of the industry participants.  
Govt. all over the world is taking more control over the industry which made the development of the network infrastructure & access to license difficult for the new (i.e. less threat of new entry) & small players (i.e. barrier in expansion).   

	Economic
	Due to recession in the UK market, Vodafone exposed to the price war and its revenue in the segment is impacted. The impact is considerable as it is the major revenue generating geographical segment for the telecom service provider.
Brexit and resulting tax & surcharges issues have impact on the group’s revenue. In addition, the resulting weakening of the pound against dollar & Euro has considerable impact on the currency converted consolidated revenue.       
Innovative services like M-Pesa, mobile banking and apps & data based services increased the source of revenue for the telecom service providers. And thus the contribution of the sector to the world economy is increasing. In UK, the contribution of the sector to the GDP increased to 4.31% in 2017 (Business-standard.com, 2018).

	Social
	The changes in the buying behavior, communication habit & sense of entertainment is increasing the demand for the data based services reflecting compounding growth of e-commerce & apps based services and rising importance of social communication sites. Such increased demand of data based services facilitated the telecom service providers with most sophisticated data service platform. Vodafone formed partnership with the leading technology industry players like Ericson, Qualcomm Technologies & Intel to work on the 5G technology. It also formed collaboration with the Govt. of UK & India to work on the 5G technology.  Such effort will provide Vodafone benefit in being the first to get 5G technology license and has the potential of increasing market share. 
The global smart phone usage rate increased by 13% in 2017 and the spending on the telecommunication services by the customers is also increasing considerably. This is a positive signal for the telecommunication industry market participants as the number of service providers in not increasing considerably as the entry barrier is high.           
High social acceptance of Vodafone reflecting its marketing strategy of forming collaboration with the most influential celebrities is another open secret of the Vodafone’s success.  

	Technological
	Continuous & disruptive technological innovations help telecommunication service providers in designing innovative services like M-Pesa, mobile banking and other apps & data based services which increased the source of revenue for the telecom service providers.
FioS connections, GPS, MuLTEfire, cloud service, data & analytics and internet of things (IoT) etc technological progress improved the scope of services provided by the telecom service providers and sources of revenue for them (Sanghavi, 2017). 
Vodafone formed partnership with the leading technology industry players like Ericson, Qualcomm Technologies & Intel to work on the 5G technology which is also expected to provide competitive advantage to the telecommunication service provider 
Technological innovation also helps Vodafone to increase its operational scope and in performing its CSR. The company is currently using Neopanda to provide bio-health technology support, C-Air to perform CSR, and EyeSee for Tele-rehabilitation purpose (Thomas, 2018).              

	Legal
	Though local govt. in different markets is reducing the intervention on the industry but legal framework is very strong. Data security issues are also treated with very strict legal consequences. Differences in the legal framework in different market also have indirect impact on the company’s goal of maximizing shareholders’ net worth.        

	Environmental
	Vodafone conduct recycling programs for phones and uses C-Air technologies to perform CSR. Such actions help in reducing the pressure from the environmental & other welfare groups & organization and in liaising with the regulatory bodies (Narendhra, 2017).    


[bookmark: _Toc521515453]5.0 Conclusion
Though Vodafone is one of the leading telecommunication service provider, it has experienced the deterioration of the market share and customer base due to some operation issues as indentified in the 2nd section of the report. The management can approach centralization & Joint venture based expansion or diversification of market exposure; investment in the R&D & collaboration with the tech support providers for the treatment of the operational issues of the traditional voice service segment or developing the brand image fully of sophisticated data service providers; and Acquisition of the call centre in India or formation of credible commitment based outsourcing to deal with the issue identified.  
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