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Overview
Vodafone Three has entered a new phase of development following the merger between Vodafone UK and Three UK. The combined organisation now has a stronger presence in the UK telecommunications industry and greater opportunities to improve its services through investment and innovation.
This report reviews the company's current business environment by examining the internal and external factors that may influence future performance. The analysis identifies increasing customer expectations, rapid technological change and intense market competition as the main challenges facing Vodafone Three.
To respond to these challenges, the report proposes a strategy based on artificial intelligence and digital innovation. The recommendation is for Vodafone Three to expand the use of AI across its customer services, network management, and digital platforms. This would allow the company to deliver faster support, more personalised services, and improved operational efficiency.
The report also evaluates the proposed strategy, considers its impact on key stakeholders, and presents an implementation plan with suitable performance measures. Overall, the recommended approach is expected to strengthen Vodafone Three’s market position while supporting long-term business growth.

1. Company Background and Strategic Context

Vodafone has developed into one of the world's leading communications providers, offering mobile, broadband, and digital technology services to millions of customers. Its operations extend across Europe and Africa, where the company focuses on delivering reliable connectivity while encouraging innovation and digital inclusion (Vodafone Group, 2025).
The creation of Vodafone Three in 2025 represents one of the biggest changes in the UK telecommunications sector. By combining Vodafone UK and Three UK, the organisation has expanded its customer base, increased network capacity and strengthened its ability to compete with other major providers. Alongside the merger, Vodafone Three has announced a long-term investment programme worth £11 billion to improve network quality and accelerate the rollout of advanced 5G technology (Vodafone UK, 2025).
As the telecommunications industry becomes increasingly digital, customer expectations continue to change. Consumers now expect quick responses, personalised services, and reliable digital experiences. To meet these expectations, Vodafone Three is investing in technologies such as artificial intelligence, automation, and data analytics to improve both customer satisfaction and business performance.
The purpose of this report is to assess Vodafone Three’s current position and recommend a practical growth strategy that uses digital innovation to improve competitiveness, create additional value for customers and support the company's future development.



2. Analysis of the Current Business Environment
Vodafone Three operates in one of the UK's most competitive industries. Following the merger with Three UK, the company has increased its market share and strengthened its network infrastructure. However, it must continue adapting to changing technology, customer expectations, and increasing competition.

PESTEL Analysis

Political
The UK Government continues to encourage investment in digital infrastructure, particularly the expansion of 5G networks. Vodafone Three also has a responsibility to meet the commitments agreed with the Competition and Markets Authority following the merger (Competition and Markets Authority, 2024).
Economic
The company has committed £11 billion to improve its UK network over the next ten years. While this creates long-term opportunities, Vodafone Three must also control operating costs and remain competitive in a market where customers are becoming more price-conscious (Vodafone UK, 2025).
Social
Customers increasingly expect fast internet, reliable coverage, and personalised digital services. Businesses and consumers also expect quick responses and simple online support. Meeting these expectations is becoming an important competitive advantage.
Technological
New technologies such as artificial intelligence, automation, cloud computing, and advanced data analytics are changing the telecommunications industry. Vodafone Three is investing in these technologies to improve customer service, network performance, and operational efficiency (Vodafone Group, 2026a).
Environmental
Vodafone continues working towards reducing carbon emissions and improving energy efficiency by using renewable energy, recycling equipment, and improving the sustainability of its operations (Vodafone Group, 2026a).
Legal
Vodafone Three must comply with UK competition law, GDPR, consumer protection legislation and the legally binding commitments agreed during the merger process (Competition and Markets Authority, 2024).



SWOT Analysis

Strengths
· Strong international brand.
· Approximately 27 million UK customers.
· Significant investment in 5G infrastructure.
· Strong financial resources and technical expertise.
Weaknesses
· Complex integration following the merger.
· High investment costs.
· Dependence on the mature UK mobile market.
Opportunities
· Artificial intelligence.
· Digital customer services.
· Automation.
· Smart home technologies.
· Expansion of digital platforms.
Threats
· Strong competition from EE and Virgin Media O2.
· Rapid technological change.
· Cybersecurity threats.
· Strict regulatory requirements.

VRIO Analysis

The VRIO framework is used to assess whether an organisation's internal resources and capabilities can provide a sustainable competitive advantage. The model examines whether resources are valuable, rare, difficult to imitate and organised effectively. If all four elements are present, a company is more likely to achieve long-term success.
Valuable
Vodafone Three possesses several valuable resources that strengthen its position within the UK telecommunications market. The most important is its nationwide mobile network, which has expanded significantly following the merger between Vodafone UK and Three UK. The company also benefits from a customer base of approximately 27 million users, giving it access to a large amount of customer data and valuable market insights.
In addition, Vodafone Three has strong financial resources that allow continuous investment in new technologies, including 5G, artificial intelligence and digital platforms. These resources enable the company to improve customer experience, increase operational efficiency, and respond more quickly to changes in the market. The company's recognised brand and reputation also add value by increasing customer confidence and supporting long-term customer loyalty.
Rare
Although Vodafone Three operates in a competitive market, few organisations have access to the same combination of resources. The merger created one of the UK's largest telecommunications providers, giving the company greater network coverage, additional radio spectrum and increased technical expertise.
Many competitors can offer mobile services, but very few possess the same scale of infrastructure, financial investment, and international experience. These resources make Vodafone Three well positioned to introduce innovative digital services and compete effectively in both consumer and business markets.
Difficult to Imitate
Building a national telecommunications network requires many years of investment, specialist knowledge, and regulatory approval. For this reason, Vodafone Three’s infrastructure cannot easily be copied by new competitors.
The company has also developed strong relationships with technology partners, suppliers, and business customers over many years. Combined with its investment in artificial intelligence, cloud technologies and cybersecurity, these relationships create capabilities that are difficult for competitors to reproduce in a short period of time.
Furthermore, Vodafone Three’s access to experienced engineers, digital specialists and customer service professionals provides valuable knowledge that supports continuous innovation and service improvement.
Organised
Vodafone Three appears to be well organised to make effective use of its resources. The company has established a long-term investment strategy, clear business objectives, and a strong focus on digital transformation. It is also integrating the operations of Vodafone UK and Three UK to improve efficiency and reduce duplicated activities.
The organisation's emphasis on innovation, employee development and customer experience demonstrates that it has the management structure needed to support future growth. Regular investment in technology, together with ongoing staff training, should help Vodafone Three continue developing new services while maintaining high standards of performance.
Overall Assessment
The VRIO analysis shows that Vodafone Three possesses several important competitive advantages. Its network infrastructure, financial strength, recognised brand, skilled workforce, and commitment to innovation are valuable resources that support future growth. Because many of these resources are rare, difficult to copy and supported by effective management, Vodafone Three is in a strong position to maintain a competitive advantage within the UK telecommunications industry. However, to sustain this advantage, the company must continue investing in innovation and adapting to changing customer needs.
3. Future Growth Opportunities and Strategic Recommendation

3. Future Growth Opportunities and Strategic Recommendation
Vodafone Three has several opportunities to achieve future growth following the merger between Vodafone UK and Three UK. As customer expectations continue to evolve and digital technology becomes more advanced, the company must identify a strategy that not only increases revenue but also strengthens its competitive position over the long term.
Using the Ansoff Matrix, Vodafone Three has four possible growth options: market penetration, market development, product development, and diversification.
The first option, market penetration, would focus on increasing sales of existing mobile and broadband services within the current UK market. This could be achieved through promotional offers, customer loyalty programmes, and competitive pricing. However, the UK telecommunications market is already mature, making it difficult to achieve significant long-term growth using this strategy alone.
The second option, market development, would involve offering Vodafone Three’s existing services to new customer groups or geographical markets. For example, the company could expand further into rural communities or increase its focus on small businesses. Although this would attract new customers, it would not fully utilise Vodafone Three’s growing digital capabilities.
The third option, product development, is considered the most appropriate strategy. This involves creating new services for existing customers by introducing artificial intelligence into customer support, digital platforms, and network management. AI-powered services can improve customer satisfaction, increase operational efficiency, and create additional value without requiring Vodafone Three to enter completely new markets.
The final option, diversification, would involve entering entirely new industries such as healthcare technology or financial services. While diversification may offer future opportunities, it also carries the highest level of risk because it requires significant investment and expertise outside Vodafone Three’s core business.
For these reasons, product development is the recommended strategy because it allows Vodafone Three to build on its existing strengths while responding to changing customer expectations.
To support this recommendation, Bowman's Strategy Clock can be used to explain how Vodafone Three should compete within the UK telecommunications market. Bowman's model suggests that organisations can achieve competitive advantage through different combinations of price and perceived customer value.
Rather than competing primarily through low prices, Vodafone Three should position itself within the Hybrid Strategy. This approach combines competitive pricing with additional value for customers. In Vodafone Three’s case, this added value would come from artificial intelligence, personalised digital services, predictive network maintenance, improved cybersecurity, and faster customer support.
The Hybrid Strategy is particularly suitable because the UK telecommunications market is highly competitive. Large competitors such as EE and Virgin Media O2 also invest heavily in network infrastructure and customer services. Competing only on price could reduce profit margins and make it difficult to recover Vodafone Three’s significant investment in network development. Instead, providing better digital experiences allows the company to differentiate itself while continuing to offer prices that remain attractive to customers.
Other positions on Bowman's Strategy Clock are less suitable. A Low-Price Strategy could attract price-sensitive customers, but it may reduce profitability and limit Vodafone Three’s ability to invest in future technologies. A Differentiation Strategy, which focuses entirely on premium services, could also present challenges because some customers may be unwilling to pay significantly higher prices in a competitive market.
The Hybrid Strategy offers a balanced approach by combining innovation with affordability. Customers receive better service through personalised recommendations, quicker technical support, and more reliable network performance without paying premium prices. This balance helps Vodafone Three increase customer satisfaction while maintaining a competitive market position.
The proposed strategy also supports Vodafone's long-term priorities of improving customer experience, simplifying business operations, and achieving sustainable growth (Vodafone Group, 2026a). Artificial intelligence can automate routine customer enquiries, improve network performance, and provide valuable insights into customer behaviour. This allows employees to focus on more complex customer needs while improving the overall quality of service.
Overall, the combination of Ansoff's Product Development Strategy and Bowman's Hybrid Strategy provides Vodafone Three with a practical and sustainable direction for future growth. By investing in artificial intelligence and digital innovation, the company can strengthen customer loyalty, improve operational efficiency, and create a competitive advantage that is more difficult for competitors to replicate.

4. Evaluation of the Recommended Approach

The proposed strategy is evaluated using the SFA framework, which examines whether a strategy is Suitable, Feasible and Acceptable. This framework helps determine whether the recommendation is appropriate for Vodafone Three’s current position and whether it can realistically be implemented.
Suitability
The proposed AI-powered customer experience strategy is suitable because it responds to several challenges identified in the business environment analysis. The telecommunications industry is becoming increasingly digital, and customers now expect quicker responses, personalised recommendations, and reliable online services. Artificial intelligence allows Vodafone Three to improve customer interactions while reducing the time needed to solve common problems.
The strategy also supports the company's long-term objectives following the merger with Three UK. Rather than relying only on network expansion, Vodafone Three can create additional value by improving the quality of its digital services. This approach strengthens customer loyalty, increases operational efficiency, and helps the organisation remain competitive in a rapidly changing market. Furthermore, it supports Vodafone's strategic priorities of improving customer experience, encouraging innovation, and achieving sustainable business growth (Vodafone Group, 2026a).
Feasibility
The proposed strategy is realistic because Vodafone Three already has many of the resources required for successful implementation. The merger has strengthened the company's financial position and provided access to a larger customer base, wider network coverage, and greater technical expertise. These resources create a strong foundation for introducing artificial intelligence across different areas of the business.
Vodafone Three also has experience in cloud computing, cybersecurity, and digital services, making it easier to integrate AI into existing systems. However, successful implementation will require continued investment in software, employee training, and cybersecurity. Staff will need to develop new digital skills to work effectively with AI technologies, while the company must also ensure that customer information is protected. Although these investments involve additional costs, they are achievable as part of Vodafone Three’s long-term digital transformation programme.
Acceptability
The strategy is expected to deliver positive outcomes for most stakeholders. Customers are likely to benefit from faster support, personalised recommendations, and improved digital services. These improvements can increase customer satisfaction and strengthen long-term loyalty.
From a business perspective, shareholders should benefit from greater operational efficiency, lower service costs, and opportunities to generate additional revenue through improved customer retention. Employees may initially have concerns about increased automation, but these concerns can be reduced through training, clear communication, and opportunities to develop new digital skills. AI should be presented as a tool that supports employees rather than replacing them.
There are also risks that Vodafone Three must manage carefully. Customers may have concerns regarding privacy, data security, and the use of artificial intelligence in decision-making. To address these concerns, the company must remain fully compliant with GDPR and maintain transparent policies regarding the use of customer data.
Overall, the SFA analysis demonstrates that the proposed strategy is suitable, feasible and acceptable. By using its existing resources and continuing to invest in innovation, Vodafone Three is well positioned to implement an AI-powered customer experience strategy that supports long-term growth and strengthens its competitive advantage.

5. Impact on Stakeholders

The success of the proposed strategy will depend on effective communication and cooperation with Vodafone Three’s key stakeholders. Each stakeholder group will experience different benefits and challenges as artificial intelligence becomes a larger part of the company's operations.
Customers are expected to benefit from quicker response times, personalised recommendations, and improved digital services. Employees will need additional training to work alongside AI technologies and adapt to new ways of working. Rather than replacing staff completely, AI should support employees by reducing repetitive administrative tasks and allowing them to focus on more complex customer needs.
Investors are likely to support the strategy if it improves profitability, customer loyalty, and operational efficiency. Regulators, including Ofcom and the Competition and Markets Authority, will continue monitoring compliance with competition law, consumer protection, and data privacy requirements.
Using Mendelow's Matrix, Vodafone Three should prioritise stakeholders according to their level of power and interest.

	Stakeholder
	Level of influence
	Engagement approach

	Board of Directors
	High power / High interest
	Regular strategy reviews and performance reporting

	Shareholders
	High power / High interest
	Financial updates and annual reporting

	Customers
	Medium power / High interest
	Surveys, digital feedback, and customer support

	Employees
	Medium power / High interest
	Training programmes, workshops, and internal communication

	Ofcom and CMA
	High power / High interest
	Compliance reports and regulatory meetings

	Technology partners
	Medium power / Medium interest
	Partnership meetings and project reviews



Maintaining regular communication with these stakeholders will help Vodafone Three build trust, reduce resistance to change and improve the successful implementation of the proposed AI strategy.

6. Action Plan and Performance Measurement

To successfully introduce the proposed AI strategy, Vodafone Three should follow a phased implementation plan. This approach will reduce risk, allow continuous improvement, and help employees adapt to new technologies.
The first stage should focus on planning. A project team should be created to identify where artificial intelligence can provide the greatest benefits, such as customer service, network management, and fraud detection. During this stage, Vodafone Three should also define project objectives, budgets, and timelines.
The second stage should involve developing AI-powered services and training employees. Customer service teams should receive training on new digital tools, while technical teams should test AI systems before they are introduced to customers. Staff engagement is important to ensure employees understand that AI is designed to support their work rather than replace it.
The third stage should involve launching a pilot programme with a selected group of customers. Feedback collected during the pilot should be used to improve the services before they are introduced across the UK.

	Objective
	Action
	Responsibility
	KPI

	Improve customer support
	Introduce AI chatbots and virtual assistants
	Customer Experience Team
	30% reduction in response time

	Increase customer satisfaction
	Personalise digital services using AI
	Marketing Team
	Customer satisfaction above 90%

	Improve network performance
	Use predictive maintenance technology
	Network Operations
	20% reduction in network faults

	Develop employee skills
	Deliver AI and digital training
	Human Resources
	95% of relevant staff trained

	Increase digital engagement
	Improve Vodafone mobile application
	Digital Services Team
	15% increase in active app users



The implementation should be reviewed every quarter by senior management. Performance should be measured using customer satisfaction, service response times, network reliability, digital adoption, and financial performance. If results do not meet expectations, Vodafone Three should review the AI systems, employee training, and customer feedback before expanding the strategy further.

7. Summary and Recommendations

This report examined Vodafone Three’s current position following the merger between Vodafone UK and Three UK and evaluated the opportunities available to support future growth. The analysis of the internal and external business environment showed that the company benefits from a strong market position, significant investment in network infrastructure and a recognised global brand. At the same time, Vodafone Three operates in a highly competitive industry where customer expectations, technological developments and regulatory requirements continue to change.
Based on the findings, the report recommends that Vodafone Three continues its digital transformation by placing greater emphasis on artificial intelligence and customer experience. Rather than competing mainly through pricing, the company should use AI to deliver faster customer support, personalised digital services, predictive network management, and more efficient business operations. This approach would allow Vodafone Three to improve service quality while strengthening customer loyalty and increasing operational efficiency.
The SFA evaluation demonstrated that the proposed strategy is suitable, feasible and acceptable. Vodafone Three already possesses many of the resources needed to implement this approach, including strong financial investment, advanced network infrastructure, and experienced employees. Although further investment in employee training and AI technologies will be required, these challenges are manageable and are likely to deliver long-term benefits.
To achieve the greatest success, Vodafone Three should implement the strategy gradually, beginning with pilot projects before introducing AI solutions across the organisation. Regular monitoring of customer satisfaction, service performance, employee development, and financial results will help ensure that the strategy remains effective and supports continuous improvement.
In conclusion, the proposed strategy provides Vodafone Three with a practical and sustainable direction for future growth. By combining digital innovation with a strong focus on customer experience, the company can strengthen its competitive advantage, adapt to future market changes, and continue delivering value to customers, employees, and shareholders.
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