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[bookmark: _Toc234833725]1. Executive Summary
This report evaluates Vodafone UK during a major period of strategic transformation following the merger between Vodafone UK and Three UK. The merger, completed on 31 May 2025, created VodafoneThree, with Vodafone holding 51% and CK Hutchison holding 49% of the new joint venture (Vodafone, 2025). The combined business now has approximately 27 million customers and is supported by an £11 billion investment programme designed to improve the UK’s mobile infrastructure over the next decade (VodafoneThree, 2025).
The analysis finds that VodafoneThree has gained a stronger competitive position through scale, spectrum, network assets and a larger customer base. However, the business also faces significant risks. These include regulatory pressure from the Competition and Markets Authority, integration challenges, strong rivalry from BT/EE and Virgin Media O2, and ongoing customer service issues in parts of its broadband business. Ofcom’s Q4 2025 complaints data showed that Vodafone was one of the most complained-about broadband providers, demonstrating that customer experience remains a key weakness despite the company’s wider strategic progress (Ofcom, 2026).
[bookmark: _Toc234833726]2. Introduction 
Vodafone UK is currently operating through one of the most significant periods of strategic change in its recent history. The completion of the Vodafone UK and Three UK merger in May 2025 created VodafoneThree, a new joint venture with around 27 million customers and a planned £11 billion investment programme over the next decade (Vodafone, 2025; VodafoneThree, 2025). This has strengthened Vodafone’s scale in the UK mobile market and created an opportunity to build a more powerful national digital infrastructure platform. However, the merger also brings significant strategic challenges, including integration risk, regulatory scrutiny, customer service expectations and intense competition from BT/EE, Virgin Media O2 and mobile virtual network operators.
The purpose of this report is to evaluate VodafoneThree’s current strategic position and recommend a suitable growth strategy for the board of directors. The report argues that VodafoneThree should not rely only on consumer mobile growth or price-based competition. The UK telecommunications market is highly competitive, and Porter’s Five Forces suggests that rivalry and buyer power place pressure on margins (Porter, 1980). Therefore, VodafoneThree needs a strategy that uses its enlarged network, enterprise capabilities and investment commitment to create higher-value sources of growth.
The report will first introduce Vodafone by outlining its mission, values and strategic direction. It will then evaluate the company’s current market situation using SWOT analysis and Porter’s Five Forces. These frameworks will assess VodafoneThree’s internal strengths and weaknesses, as well as the external competitive pressures shaping the UK telecoms sector. The report will then examine strategic growth options using Ansoff’s Matrix and Porter’s Generic Strategies before proposing an ecosystem-led growth strategy. This strategy recommends that VodafoneThree should reposition itself as a digital infrastructure partner for businesses, public services, local authorities and communities through services such as private 5G, IoT, cybersecurity, SME digital packages and smart city partnerships.
[bookmark: _Toc234833727]3. Evaluation of Current Market Situation
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A SWOT analysis helps identify VodafoneThree’s internal strengths and weaknesses, as well as the external opportunities and threats in the UK telecoms market.
One of VodafoneThree’s main strengths is its enlarged market scale. The merger created the UK’s largest mobile operator, serving around 27 million customers (IG, 2025). This gives the company a stronger national footprint, improved spectrum position and greater ability to fund long-term infrastructure investment. In telecoms, scale is a major advantage because networks require heavy capital expenditure, long payback periods and continuous investment in upgrades.
A second strength is the company’s guaranteed network investment plan. VodafoneThree has committed to an £11 billion investment programme, with a goal of building a stronger UK network and reaching 99% 5G Standalone population coverage by 2030 and 99.96% by 2034 (VodafoneThree, 2025). This creates a strong foundation for future services such as industrial IoT, autonomous mobility, smart energy systems and advanced enterprise connectivity.
However, VodafoneThree also has weaknesses. The first is integration complexity. Combining two large mobile operators involves merging networks, systems, employees, suppliers, customer data, retail processes and organisational cultures. Although the merger creates scale, it also creates execution risk. If integration is poorly managed, the company may experience service disruption, slow decision-making or delayed cost savings.
A second weakness is customer service performance. Ofcom’s Q4 2025 complaints report showed that Vodafone was among the most complained-about broadband providers, with complaints increasing compared with the previous quarter (Ofcom, 2026). This is strategically important because a company cannot successfully position itself as a trusted digital infrastructure partner if customers associate the brand with poor complaint handling, faults or unclear communication.
The biggest opportunity is the growth of the UK digital economy. Businesses, councils, transport providers, healthcare organisations and manufacturers increasingly need secure, reliable and low-latency connectivity. VodafoneThree can use its 5G Standalone investment to support smart cities, connected logistics, remote healthcare, smart manufacturing and public-sector digital services. This creates an opportunity to shift from being viewed as a mobile network operator to being seen as a digital transformation partner.
The main threats are intense competition and regulation. BT/EE and Virgin Media O2 remain powerful competitors with strong brands, fixed-mobile bundles and large customer bases. The CMA also approved the Vodafone/Three merger only after final undertakings were accepted in March 2025, showing that VodafoneThree will operate under close regulatory scrutiny (CMA, 2025). This means the company must show that its strategy benefits customers, not only shareholders.
[bookmark: _Toc234833729]3.2 Porter’s Five Forces
Porter’s Five Forces is useful for evaluating VodafoneThree because it shows the level of competitive pressure in the UK telecommunications industry and helps explain why the company needs to move beyond traditional mobile competition. Porter (1980) argues that industry attractiveness depends on the strength of five competitive forces, which influence profitability and strategic positioning. 
The first force is competitive rivalry, which is very high. VodafoneThree competes directly with BT/EE and Virgin Media O2, while also facing pressure from mobile virtual network operators such as Tesco Mobile, Sky Mobile, Giffgaff, Lebara and Smarty. These competitors often use low-cost SIM-only deals, flexible contracts and promotional pricing to attract price-sensitive customers. Although the Vodafone and Three merger created a larger operator with around 27 million customers, scale does not remove rivalry; it changes the basis of competition (Vodafone, 2025). Competitors are likely to respond through stronger bundles, loyalty offers, network-quality advertising and aggressive retention deals. Instead, the company must convert its larger network and £11 billion investment plan into clear value for customers and businesses (VodafoneThree, 2025). 
The second force is the bargaining power of buyers, which is also high. UK telecoms customers can compare providers easily through comparison websites and switch between SIM-only contracts, handset deals, broadband packages and bundled services. Ofcom’s market reporting shows that the UK communications sector is closely monitored and highly transparent, which increases consumer awareness and makes it harder for providers to hide weak value propositions (Ofcom, 2025). Buyer power is particularly strong because many customers view mobile and broadband services as essential utilities rather than luxury products. This makes them sensitive to price increases, service failures and poor complaint handling. Vodafone’s position is weakened further by Ofcom’s Q4 2025 complaints data, which identified Vodafone as one of the most complained-about broadband providers (Ofcom, 2026). 
The third force is the bargaining power of suppliers, which is moderate to high. VodafoneThree depends on network equipment suppliers, software providers, handset manufacturers, cloud partners, construction contractors and cybersecurity vendors. This supplier power is important because VodafoneThree’s strategy depends on delivering a large-scale network investment programme. The company’s £11 billion investment commitment requires reliable access to equipment, engineering capacity and technical expertise (VodafoneThree, 2025). If supplier costs rise or rollout partners fail to meet deadlines, VodafoneThree’s ability to deliver nationwide 5G Standalone coverage could be delayed.
The fourth force is the threat of substitutes, which is moderate but strategically important. Customers still need connectivity, so there is no direct substitute for mobile and broadband access. However, the value created by connectivity is increasingly captured by digital platforms such as WhatsApp, Microsoft Teams, Zoom, Netflix, cloud applications and social media services. This means telecoms providers carry the data traffic, while platform businesses often control the customer relationship and capture higher margins. This creates a strategic problem for VodafoneThree: if it remains only a connectivity provider, it risks becoming a low-margin infrastructure utility. 
The fifth force is the threat of new entrants, which is low in traditional mobile network operations. The barriers to entry are high because a new mobile network operator would need spectrum, masts, infrastructure, regulatory approval, major capital investment and national coverage. The CMA’s detailed review of the Vodafone and Three merger also demonstrates the regulatory complexity of the UK mobile market (CMA, 2025). These barriers protect VodafoneThree from new physical network competitors. However, the threat of new entrants is higher in adjacent digital markets. Technology firms, cloud providers, cybersecurity companies and IoT platform providers can compete for enterprise digital budgets without owning a mobile network. 
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VodafoneThree has several possible strategic growth options. Using Ansoff’s Matrix, the first option is market penetration. This would involve using the merger to win more consumer mobile and broadband customers from BT/EE, Virgin Media O2 and smaller providers. This option is realistic because VodafoneThree now has a larger network and customer base. However, market penetration in consumer telecoms can easily become price led. This would not be ideal because VodafoneThree needs strong margins to fund its £11 billion network investment.
The second option is product development. VodafoneThree could create new services for existing consumer and business customers, including cybersecurity products, smart home bundles, business cloud support, IoT packages, private 5G networks and advanced connectivity for SMEs. This is more attractive because it allows VodafoneThree to increase value per customer rather than only chasing customer numbers.
The third option is market development. VodafoneThree could target new markets such as local authorities, healthcare providers, logistics companies, manufacturers, rural communities and public-sector organisations. These customers need reliable and secure connectivity, especially as services become more digital. This option fits well with Vodafone’s capabilities because the company has both consumer network scale and enterprise experience.
The fourth option is related diversification. VodafoneThree could move further into digital infrastructure ecosystems, including smart cities, connected transport, industrial IoT and public-sector digital transformation. This is riskier than simple market penetration, but it offers greater long-term growth potential because it moves the company away from low-margin telecoms competition.
The recommended strategy is therefore an ecosystem-led growth strategy. This strategy combines product development, market development and related diversification. Rather than positioning VodafoneThree only as a mobile provider, the company should become a national digital infrastructure partner for the UK.
Under Porter’s Generic Strategies, this would be a focused differentiation strategy. VodafoneThree should differentiate itself by serving high-value customer groups that need secure, reliable and advanced connectivity. These include SMEs, local councils, transport providers, healthcare organisations and industrial firms. This is different from a basic consumer differentiation strategy because it focuses on building digital ecosystems rather than simply offering better coverage.
The strategy should have four main pillars. First, VodafoneThree should develop private 5G and IoT solutions for sectors such as logistics, manufacturing, healthcare and transport. Second, it should create smart city partnerships with local authorities, using 5G and IoT to support traffic management, energy monitoring, public safety and environmental data collection. Third, it should build a stronger SME digital package, combining mobile, broadband, cybersecurity, cloud support and device management. Fourth, it should develop a rural connectivity programme that links commercial growth with social value and digital inclusion.
This strategy is justified because it makes better use of VodafoneThree’s new scale. If the company competes mainly on consumer price, the merger could simply create a larger operator in a low-margin market. However, if VodafoneThree uses its network to support business transformation, public services and smart infrastructure, it can create higher-value revenue streams and stronger competitive advantage.
The strategy also aligns with Vodafone’s values and strategic priorities. It supports “create the future” by investing in 5G, IoT and smart infrastructure. It supports “earn customer loyalty” by solving practical problems for businesses and communities. It supports “get it done together” because ecosystem growth requires partnerships with councils, technology suppliers and enterprise customers. It also supports Vodafone Group’s priorities of Customers, Simplicity and Growth by creating clearer, higher-value digital solutions for defined customer groups (Vodafone Group, 2025).
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The proposed ecosystem-led growth strategy can be evaluated using the SFA framework: Suitability, Feasibility and Acceptability. This framework is useful because it assesses whether the strategy fits VodafoneThree’s external environment, whether it can realistically be delivered, and whether key stakeholders are likely to support it.
In terms of suitability, the strategy is appropriate because the UK telecoms market is highly competitive and traditional mobile services are increasingly commoditised. Competing only through cheaper SIM-only deals or basic consumer mobile contracts would expose VodafoneThree to price pressure and reduce its ability to fund long-term infrastructure investment. Vodafone Group’s annual reporting identifies its strategic priorities as Customers, Simplicity and Growth, and states that the company has been reshaping its European footprint, simplifying operations and growing digital services (Vodafone Group, 2025). An ecosystem-led strategy fits this direction because it uses VodafoneThree’s enlarged network to create new digital services for businesses, local authorities and communities.
The strategy is also suitable because VodafoneThree has committed to an £11 billion network investment programme, with the aim of reaching 99% 5G Standalone population coverage by 2030 and 99.96% by 2034 (VodafoneThree, 2025). This creates the infrastructure base needed for services such as private 5G networks, IoT, smart city solutions, connected transport, digital healthcare and SME cybersecurity packages. Therefore, the strategy is not disconnected from Vodafone’s current direction; it builds directly on the merger and network investment plan.
In terms of feasibility, the strategy is challenging but realistic. Vodafone already has business capabilities in IoT, enterprise connectivity and digital services. The merger with Three increases the company’s network scale and customer base, giving VodafoneThree a stronger platform for B2B expansion. However, feasibility depends on careful execution. The company will need investment in technical staff, enterprise sales teams, cybersecurity expertise, local authority partnerships and service innovation. It must also manage integration risk because combining Vodafone UK and Three UK systems, employees and networks may create short-term disruption.
In terms of acceptability, the strategy is likely to be attractive to shareholders because it targets higher-value services rather than relying only on consumer mobile margins. It is also likely to be acceptable to government and regulators because it supports digital inclusion, regional growth and improved infrastructure. The CMA approved the Vodafone and Three merger after accepting final undertakings, meaning VodafoneThree must continue to demonstrate consumer and public-interest benefits (CMA, 2025). An ecosystem-led strategy strengthens this case because it links commercial growth with national digital development.
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The proposed ecosystem-led growth strategy would affect several stakeholder groups. Stakeholder theory argues that organisations should recognise the interests of all parties that contribute to, are affected by or can influence corporate activity, rather than concentrating exclusively on shareholder returns (Donaldson and Preston, 1995). Therefore, VodafoneThree should consider customers, employees, regulators, suppliers, communities, investors and business partners when implementing the strategy. Mendelow’s Matrix, based on stakeholder power and interest, can then be used to determine how closely each group should be managed. Power–interest mapping helps organisations identify influential stakeholders and allocate management attention more effectively (Ackermann and Eden, 2011).
The first group is shareholders and investors. They have high power and high interest because they provide capital, exercise voting rights and expect the merger to generate growth, operational synergies, cash flow and sustainable long-term returns. The proposed strategy could benefit them by expanding VodafoneThree into higher-value business connectivity, private networks, IoT and digital infrastructure services rather than relying primarily on the highly price-sensitive consumer mobile market. Private mobile networks and large-scale IoT services have been identified as important opportunities for telecommunications operators seeking to support business productivity and develop new sources of revenue (GSMA, 2024). VodafoneThree should manage shareholders closely through regular performance updates, investment milestones and transparent financial reporting. This approach is consistent with the OECD’s emphasis on disclosure, accountability and the protection of shareholder rights (OECD, 2023).
The second group is customers, including consumers, SMEs, large businesses and public-sector organisations. Consumers may benefit from better coverage, faster speeds and more reliable services, while business customers could gain access to private 5G, IoT, cybersecurity and cloud-connected solutions. Standalone 5G can support enterprise applications through features such as lower latency, dedicated network capacity and greater IoT scalability (GSMA, 2025). However, there is a risk that consumer customers feel neglected if VodafoneThree concentrates too heavily on enterprise growth (Good Things Foundation, 2025). 
The third group is employees. Employees have high interest because the merger and ecosystem strategy may affect job security, responsibilities, working practices and organisational culture. At the same time, the strategy could create opportunities for employees to move into higher-skilled roles involving network engineering, data analytics, cybersecurity, IoT and enterprise account management. Nevertheless, organisational integration can create uncertainty and resistance when employees receive insufficient information. Research by Schweiger and DeNisi (1991) found that realistic and regular communication following a merger can reduce employee uncertainty and improve attitudes towards organisational change. 
The fourth group is regulators and government, particularly the CMA, Ofcom and the Department for Science, Innovation and Technology. These stakeholders possess high power because they can influence VodafoneThree through competition rules, spectrum licences, consumer-protection obligations, security requirements and merger conditions. Ofcom incorporated the merger’s Network Commitment into the relevant spectrum licences in April 2025, demonstrating its ability to impose and supervise operational requirements (Ofcom, 2025). Regulatory oversight therefore extends beyond the original merger approval and will continue throughout the network-investment programme. 
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The implementation of the proposed ecosystem-led growth strategy should be phased over three years. This phased approach is important because the SWOT analysis identified integration complexity, customer service weaknesses and high investment pressure as major internal risks. Porter’s Five Forces also showed that VodafoneThree operates in a market with highly competitive rivalry, strong buyer power and moderate-to-high supplier power (Porter, 1980). Therefore, the strategy should not be implemented too quickly or too broadly. VodafoneThree should begin with focused pilots, measure performance carefully, and then scales the most successful services.

	Year
	Key tasks
	Strategic focus
	Key Performance Indicators (KPIs)
	Responsibility

	Year 1: Foundation and pilot development
	Establish a dedicated Digital Infrastructure and Enterprise Solutions Unit. Recruit or assign specialists in private 5G, IoT, cybersecurity, cloud services and smart-city solutions. Identify priority sectors, including logistics, healthcare, manufacturing, transport and local government. Develop partnerships with technology suppliers, business customers and local authorities. Launch selected pilot projects and provide relevant employee training.
	Build the organisational and technical foundations for ecosystem-led growth. Use VodafoneThree’s enlarged customer base, network scale and enterprise capabilities while limiting the risks associated with merger integration, customer service weaknesses and high investment requirements. Test customer demand, service delivery and pricing models before wider commercialisation.
	Number of pilot projects launched; number of enterprise and public-sector partners signed; pilot customer satisfaction score; percentage of relevant employees completing training; pilot delivery within budget and schedule; progress against 5G Standalone rollout milestones; number of technical or service issues resolved during pilots.
	Chief Enterprise Officer – overall leadership. Digital Infrastructure and Enterprise Solutions Unit – programme delivery. Chief Technology Officer and Network Team – 5G and IoT infrastructure. HR and Learning and Development Team – employee training. Finance and Risk Teams – budget control and risk monitoring.

	Year 2: Commercialisation and market development
	Evaluate Year 1 pilots and select commercially viable services. Launch packaged SME solutions combining mobile connectivity, broadband, cybersecurity, device management and cloud support. Expand private 5G and IoT solutions for larger organisations. Introduce sector-specific pricing and service packages. Strengthen customer support and account management for business customers. Conduct targeted marketing campaigns and develop additional technology partnerships.
	Commercialise the strongest pilot services and create clear added value for customers. Reduce the effect of high buyer power by differentiating VodafoneThree through integrated digital solutions rather than competing mainly on price. Increase higher-margin B2B revenue and reduce dependence on mature consumer mobile services.
	Percentage growth in B2B revenue; number of SME digital-service customers; average revenue per business customer; number of active IoT connections; customer retention and renewal rates; gross margin from new digital services; customer satisfaction and Net Promoter Score; service adoption and cross-selling rates.
	Chief Commercial Officer and Enterprise Sales Team – commercial launch and revenue growth. Product Development Team – creation of service packages. Marketing Team – promotion and customer acquisition. Customer Experience Team – service quality and retention. Technology Partners and Account Managers – implementation and customer support.

	Year 3: National scaling and optimisation
	Expand successful digital solutions across UK regions and priority sectors. Increase private 5G, IoT, smart-city and public-sector partnerships. Extend services into rural and underserved areas where commercially and technically viable. Integrate ecosystem services with VodafoneThree’s wider £11 billion network investment programme. Review underperforming services and redirect investment towards solutions with proven demand. Establish continuous performance monitoring and improvement processes.
	Scale the ecosystem model nationally using evidence from the first two years. Use network investment as a platform for revenue growth, regional connectivity and digital inclusion. Ensure expansion is evidence-led to manage high capital expenditure and avoid investing in services or locations with insufficient demand.
	Enterprise market share; growth in public-sector and local-authority partnerships; return on investment from ecosystem services; percentage improvement in rural and regional coverage; percentage of total revenue generated by new digital services; national customer adoption rates; profitability by service and region; achievement of network investment milestones.
	VodafoneThree Executive Board – approval of national expansion and investment. Chief Strategy Officer – strategic coordination and performance review. Regional Operations Teams – local implementation. Network and Technology Teams – coverage expansion. Finance and Investment Committee – ROI evaluation and capital allocation. Public-Sector Partnership Team – government and local-authority engagement.


Performance should be reviewed quarterly through a strategy implementation dashboard. VodafoneThree’s Executive Board should compare actual results against the KPIs, investigate significant variances and adjust investment, pricing or service delivery where necessary. A formal annual review should determine whether each stage has achieved the required performance before further resources are committed to the next phase.
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Vodafone UK’s transformation through the VodafoneThree merger has created a major strategic opportunity. The company now has greater scale, a larger customer base and a guaranteed £11 billion network investment programme. However, the UK telecoms market remains highly competitive, regulated and price sensitive. Therefore, VodafoneThree should not rely only on consumer mobile growth or cost synergies.
The recommended strategy is an ecosystem-led growth strategy that positions VodafoneThree as a digital infrastructure partner for businesses, public services, local authorities and communities. This strategy is more sustainable because it uses 5G, IoT, cybersecurity and smart infrastructure to create higher-value services. It also aligns with Vodafone’s priorities of Customers, Simplicity and Growth. 
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	Strengths
	Weaknesses

	Enlarged scale after the Vodafone UK and Three UK merger, creating around 27 million customers (Vodafone, 2025).
	Merger integration is complex, involving systems, networks, employees and customer processes.

	£11 billion planned network investment over ten years, supporting 5G Standalone and wider UK coverage (VodafoneThree, 2025).
	High capital expenditure creates pressure to deliver financial returns from the investment.

	Strong enterprise capability through Vodafone Business, IoT, cloud and cybersecurity services.
	Customer service remains a concern, especially as Ofcom reported Vodafone among the most complained-about broadband providers (Ofcom, 2026).

	Strong brand recognition and existing UK mobile and broadband customer base.
	Risk of being seen as a traditional telecom’s provider rather than a digital solutions partner.

	Opportunities
	Threats

	Growth in private 5G, IoT, cybersecurity, smart cities and SME digital services.
	Strong rivalry from BT/EE, Virgin Media O2 and low-cost mobile virtual network operators.

	Public-sector and local authority partnerships for smart infrastructure and digital inclusion.
	High buyer power, as customers can easily compare and switch providers (Porter, 1980; Ofcom, 2025).

	Rural and regional connectivity improvement can support social value and brand trust.
	Supplier dependency for network equipment, software and construction partners may delay rollout.

	Expansion into higher-value B2B services can reduce reliance on price-sensitive consumer mobile markets.
	Technology firms may capture value in cloud, cybersecurity and digital platforms.






[bookmark: _Toc234833738]PORTER’S FIVE FORCES TABLE 

	Force
	Level
	Brief analysis

	Competitive rivalry
	High
	VodafoneThree competes with BT/EE, Virgin Media O2 and MVNOs. The merger improves scale but does not remove intense price, bundle and network-quality competition (Vodafone, 2025).

	Bargaining power of buyers
	High
	Customers can compare deals easily and switch providers. This limits VodafoneThree’s ability to increase prices unless it offers clear added value (Ofcom, 2025).

	Bargaining power of suppliers
	Moderate to high
	VodafoneThree depends on network equipment suppliers, software partners, handset firms and (WNS Procurement, 2025) construction contractors to deliver its £11 billion investment plan (VodafoneThree, 2025).

	Threat of substitutes
	Moderate
	Customers still need connectivity, but digital platforms such as Teams, WhatsApp, Zoom and cloud services capture much of the customer relationship and value (Indeed, 2025).

	Threat of new entrants
	Low in mobile networks; higher in digital services
	New mobile network entry is difficult due to spectrum, regulation and infrastructure costs, but technology firms can enter adjacent markets such as cybersecurity, IoT and cloud services (Porter, 1980).
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