
Module: Strategic Management for Business (LCLM6001_BIRM)
Student: Anamaria Stancu(2333684)



Strategic Growth Strategy Report for VodafoneThree UK











Creating Sustainable Competitive Advantage Through Digital Connectivity Innovation

1. Executive Summary
Vodafone UK is undergoing major strategic transformation following its 2025 merger with Three UK, creating VodafoneThree, the UK’s largest mobile network operator with around 27 million customers. The company plans to invest £11 billion to improve 5G coverage and support future digital technologies.
This report evaluates VodafoneThree’s position using SWOT, Porter’s Five Forces, VRIO and Dynamic Capabilities. The analysis shows strong resources but also intense competition and changing customer expectations.
The report recommends a Digital Connectivity Ecosystem Strategy based on product development and differentiation. The strategy focuses on improving customer experience, expanding digital services and strengthening competitive advantage. Its success will depend on effective merger integration, employee development and continuous monitoring to achieve sustainable long-term growth.
2. Introduction to Vodafone
Vodafone Group Plc is one of the world’s largest telecommunications organisations, operating across Europe and Africa. The company provides mobile connectivity, broadband, cloud services, cybersecurity solutions, business communication services and Internet of Things (IoT) technology.
The telecommunications industry has changed significantly in recent years. Customers and businesses no longer require only basic voice and data services; they increasingly depend on digital solutions that support remote working, automation, artificial intelligence and connected technologies. As a result, Vodafone has been transforming from a traditional mobile network provider into a wider digital technology organisation.
Vodafone’s purpose is to “connect for a better future”, reflecting its aim to use technology to improve communication, support businesses and create a more inclusive digital society. Its key values include customer focus, innovation, trust, simplicity and inclusion. These values influence how the company develops services and manages relationships with customers and stakeholders.
The UK market remains strategically important for Vodafone. However, the company has faced strong competition from major rivals such as BT Group through EE and Virgin Media O2. Competition has increased due to similar service offerings, price pressure and changing customer expectations.
A major development occurred in 2025 when Vodafone UK merged with Three UK to create VodafoneThree. The merger created the largest mobile operator in the UK, with approximately 27 million customers and an investment commitment of £11 billion over ten years. The objective is to develop a leading 5G network, improve coverage and support future digital technologies.
Although the merger provides significant opportunities, VodafoneThree must successfully integrate both organisations and create a clear growth strategy. This report evaluates VodafoneThree’s current position and recommends a strategic direction that can strengthen competitiveness and support sustainable growth.
3. Evaluation of Current Market Situation
To understand VodafoneThree’s strategic position, this report uses SWOT analysis, Porter’s Five Forces, VRIO analysis and Dynamic Capabilities theory. These frameworks identify the company’s internal strengths and weaknesses as well as external opportunities and threats.
3.1 SWOT Analysis
Strengths:
· Strong Market Position and Customer Base
The Vodafone UK and Three UK merger has created VodafoneThree, the largest mobile network operator in the UK, serving approximately 27 million customers. This increased scale provides several advantages, including stronger purchasing power, improved ability to invest and greater brand visibility.
However, market size alone does not guarantee competitive advantage. Competitors such as EE and Virgin Media O2 also have large customer bases. Therefore, VodafoneThree must use its scale to improve customer value rather than relying only on market share.
· Network Infrastructure and Investment Capability
One of VodafoneThree’s strongest advantages is its planned £11 billion network investment. Improved 5G coverage and stronger infrastructure create opportunities to support advanced technologies such as IoT, smart cities and industrial automation.
Reliable connectivity will become increasingly important as businesses depend more on digital systems. However, competitors can also invest in networks, meaning VodafoneThree must combine infrastructure strength with unique services.
· Brand Reputation and Industry Knowledge
Vodafone has operated globally for many years and has developed valuable experience in telecommunications, customer management and business services.
The organisation’s existing relationships with enterprise customers provide a strong foundation for expanding into higher-value areas such as cybersecurity, cloud connectivity and private networks.
Weaknesses
· Merger Integration Challenges
Integrating Vodafone UK and Three UK creates potential difficulties. Combining systems, processes and organisational cultures requires effective change management.
If integration is poorly managed, VodafoneThree may experience delays, increased costs and employee uncertainty. Kotter (2012) highlights that successful organisational change requires strong leadership, communication and employee involvement.
· Customer Experience Challenges
Customer satisfaction remains critical in telecommunications because switching providers is relatively easy. Vodafone must continue improving customer service and demonstrating clear benefits from the merger.
Improving customer experience will be important for increasing loyalty and reducing customer movement to competitors.
· High Operational Costs
Telecommunications requires continuous investment in infrastructure, cybersecurity and technology development. These costs create pressure on profitability.
VodafoneThree must ensure that investment generates measurable customer and financial benefits.
Opportunities
· Growth of Digital Services
The development of 5G creates opportunities beyond traditional mobile services. VodafoneThree can develop new revenue streams through:
· Private 5G networks
· IoT solutions
· Smart city technology
· Connected vehicles
· Business digital services
These opportunities support movement from basic connectivity towards higher-value technology solutions.
· Enterprise Market Growth
Businesses are increasingly investing in digital transformation. VodafoneThree can use its network capabilities to become a trusted technology partner.
Enterprise services are attractive because they often create stronger customer relationships and higher-value contracts.
· Artificial Intelligence
AI provides opportunities to improve both efficiency and customer experience.
Examples include:
· AI customer support
· Predictive network maintenance
· Personalised recommendations
· Automated processes
Using AI effectively could reduce costs and improve service quality.
Threats
· Strong Competition
The UK telecommunications market remains highly competitive. Operators continue investing in network quality, pricing strategies and customer services.
VodafoneThree must therefore focus on differentiation rather than competing only through lower prices.
· Customer Switching Behaviour
Customers have significant choice and can compare providers easily. This increases the importance of loyalty, service quality and customer relationships.
· Rapid Technology Development
Technology changes quickly, creating risks for companies that fail to innovate. VodafoneThree must continuously adapt to developments such as AI, satellite connectivity and new digital platforms.

3.2 Porter’s Five Forces Analysis
Porter’s Five Forces framework (Porter, 1980) evaluates the competitive pressures affecting an industry. The UK telecommunications market is challenging because it requires high investment, has strong competition and customers have significant choice.
Competitive Rivalry – Very High
Competitive rivalry in the UK telecommunications sector is extremely high. VodafoneThree competes with established providers such as EE and Virgin Media O2, which continue investing in network quality, customer service and digital solutions.
The market is mature, meaning most consumers already have mobile services. Therefore, companies compete mainly to attract customers from competitors rather than relying on market expansion.
Because many mobile services are similar, price competition is common. However, competing mainly on price could reduce profitability. VodafoneThree should therefore focus on differentiation through:
· Superior network performance
· Better customer experience
· Innovative digital services
· Enterprise technology solutions
This supports Porter’s (1985) view that differentiation can create stronger long-term competitive advantage than competing only through cost reduction.
Threat of New Entrants – Low
The threat of major new entrants is low because telecommunications requires significant financial investment, technical expertise and regulatory approval.
Building a national mobile network requires:
· Large infrastructure investment
· Spectrum access
· Technical capability
· Established customer relationships
VodafoneThree benefits from these existing resources. However, smaller companies can still enter through partnerships and use existing networks. Therefore, VodafoneThree must continue strengthening customer loyalty.
Bargaining Power of Customers – High
Customers have high bargaining power because switching providers is relatively easy. They can compare prices, network performance and customer reviews before choosing another provider.
This creates pressure on VodafoneThree to provide more than basic connectivity. The company should focus on:
· Personalised services
· Improved customer support
· Loyalty programmes
· Additional digital benefits
Reducing customer switching is essential because customer retention directly affects profitability.
Bargaining Power of Suppliers – Medium
VodafoneThree depends on specialist technology suppliers for network equipment, software and infrastructure.
Companies such as Ericsson and Nokia provide important technology solutions.
Supplier power is limited because VodafoneThree is a large organisation with significant purchasing ability. However, dependence on specialist technology providers remains a risk.
The company should maintain strong supplier relationships while avoiding over-dependence on a small number of providers.
Threat of Substitutes – Medium
Traditional mobile services face competition from alternatives such as Wi-Fi calling, messaging platforms and future satellite connectivity.
Although these alternatives do not fully replace mobile networks, they can reduce customer dependence on traditional telecom services.
VodafoneThree can reduce this threat by offering complete digital solutions rather than only mobile connectivity.
3.3 VRIO Analysis
The Resource-Based View (RBV) argues that sustainable competitive advantage comes from resources that are valuable, rare, difficult to imitate and effectively organised (Barney, 1991).
The VRIO framework evaluates VodafoneThree’s key resources.
	Resource
	Valuable
	Rare
	Difficult to Copy
	Strategic Impact

	Large customer base
	Yes
	Partly
	No
	Temporary advantage

	Network infrastructure
	Yes
	Yes
	Yes
	Strong advantage

	Vodafone brand
	Yes
	Partly
	Medium
	Competitive advantage

	Technical knowledge
	Yes
	Yes
	Yes
	Long-term potential

	Investment capability
	Yes
	Yes
	Difficult
	Strong advantage



Analysis of VRIO Findings
VodafoneThree’s network infrastructure is a major strategic asset because creating a national telecommunications network requires significant time and investment.
However, customer numbers and brand reputation provide weaker advantages because competitors also have established positions.
Therefore, VodafoneThree must develop capabilities that competitors cannot easily copy. These include:
· Digital customer experiences
· Enterprise technology solutions
· AI-driven services
· Industry-specific IoT applications
The company’s future success depends on transforming resources into unique capabilities.
3.4 Dynamic Capabilities Analysis
Dynamic Capabilities theory explains how organisations adapt and change in fast-moving environments (Teece, Pisano and Shuen, 1997).
This theory is highly relevant because telecommunications is constantly changing. A strong network today does not guarantee success in the future.
VodafoneThree needs three key capabilities:
1. Sensing Opportunities
The organisation must identify future customer needs and technology trends.
Important opportunities include:
· Artificial intelligence
· Smart cities
· Connected vehicles
· Business automation
2. Seizing Opportunities
VodafoneThree must invest in areas where it can create value. The £11 billion investment programme provides financial support for developing new services.
However, investment must be carefully managed to ensure that technology creates customer value.
3. Transforming the Organisation
Successful transformation requires:
· Effective merger integration
· Employee training
· Improved internal processes
· Strong innovation culture
Without organisational change, VodafoneThree may fail to achieve the full benefits of the merger.
3.5 Strategic Implications of the Analysis
The analysis demonstrates that VodafoneThree has a strong foundation for growth. The merger has created greater scale, improved infrastructure and increased investment capability.
However, the telecommunications industry remains highly competitive. Competitors can also invest in networks, meaning VodafoneThree cannot rely only on infrastructure ownership.
The key strategic challenge is:
How can VodafoneThree convert its size and network capability into sustainable competitive advantage?
The answer is developing unique digital capabilities.
VodafoneThree should move from being mainly a connectivity provider towards becoming a digital ecosystem partner. This requires combining network strength with:
· Better customer experiences
· Enterprise technology solutions
· AI and automation
· Sustainable digital infrastructure
This approach follows Barney’s (1991) Resource-Based View because it focuses on developing capabilities that are valuable and difficult to imitate.
4. Strategic Growth Options and Proposed Strategy
After evaluating VodafoneThree’s current position, the organisation must select the most suitable growth direction. The Ansoff Matrix (Ansoff, 1987) provides four possible strategic options: market penetration, market development, product development and diversification.
4.1 Market Penetration
Market penetration involves increasing sales of existing services in existing markets.
VodafoneThree could achieve this through:
· Improving customer retention
· Increasing broadband subscriptions
· Creating loyalty offers
· Selling additional services to current customers
This option has low risk because VodafoneThree understands the UK market.
However, the market is already mature, meaning opportunities for major growth are limited. Therefore, market penetration should support the wider strategy rather than become the main growth approach.
4.2 Market Development
Market development involves using existing services in new customer segments.
Possible opportunities include:
· Rural communities requiring improved connectivity
· Small and medium-sized businesses
· Public sector digital projects
This option provides growth opportunities but does not create strong differentiation because competitors can offer similar services.
4.3 Product Development
Product development involves creating new services for existing customers.
This represents the strongest opportunity for VodafoneThree.
Potential services include:
· Private 5G networks
· IoT solutions
· Cybersecurity services
· Cloud connectivity
· AI-based services
This strategy allows VodafoneThree to create new revenue streams while using its existing infrastructure and expertise.
4.4 Diversification
Diversification involves entering completely new markets.
Possible areas include:
· Digital healthcare
· Connected transport
· Energy technology
However, this option carries higher risk because VodafoneThree would enter markets where it has less experience.
Therefore, diversification should be considered a future opportunity rather than an immediate priority.
4.5 Recommended Strategy: Digital Connectivity Ecosystem Strategy
Based on the strategic analysis, this report recommends that VodafoneThree adopts a Digital Connectivity Ecosystem Strategy based on product development and differentiation.
The aim of this strategy is to transform VodafoneThree from a traditional telecommunications provider into a complete digital technology partner for consumers and businesses.
Porter’s Generic Strategies (Porter, 1985) suggest that organisations can achieve competitive advantage through cost leadership, differentiation or focus. A cost leadership strategy would not be suitable for VodafoneThree because the UK telecom market already has intense price competition. Reducing prices may increase customer numbers in the short term but could damage profitability and reduce the company’s ability to invest.
Instead, VodafoneThree should pursue differentiation by creating unique value through technology, service quality and customer experience.
The strategy has three main areas:
Strategic Pillar 1: Improving Consumer Digital Experience
VodafoneThree should improve customer relationships by making services simpler, faster and more personalised.
Actions include:
· AI-powered customer support
· Improved digital applications
· Personalised mobile and broadband packages
· Faster problem resolution
· Customer loyalty programmes
This directly addresses customer bargaining power and previous customer experience challenges.
Improved service quality would increase customer satisfaction and reduce switching behaviour.
Strategic Pillar 2: Expanding Enterprise Digital Solutions
Business customers represent an important growth opportunity.
Many organisations are investing in digital transformation and require secure, reliable connectivity.
VodafoneThree should expand:
· Private 5G networks
· Industrial IoT solutions
· Cybersecurity services
· Cloud connectivity
· Smart business solutions
This would allow VodafoneThree to compete in higher-value markets where customers focus on reliability and expertise rather than price.
Strategic Pillar 3: Sustainable Network Leadership
VodafoneThree should use its £11 billion investment programme to create an efficient and sustainable network.
Actions include:
· Improving energy efficiency
· Reducing carbon emissions
· Supporting smart city development
· Developing environmentally responsible technology solutions
This supports Vodafone’s wider sustainability goals and strengthens relationships with customers, governments and communities.
5. Strategy Evaluation Using the SFA Framework
The recommended strategy is evaluated using the Suitability, Feasibility and Acceptability (SFA) framework developed by Johnson, Scholes and Whittington (2023).
5.1 Suitability
Suitability considers whether the strategy addresses VodafoneThree’s current challenges and opportunities.
The strategy is suitable because it responds to the main issues identified in the market analysis. The UK telecommunications market is mature, meaning traditional mobile growth opportunities are limited. Competing through price would create pressure on profitability, while digital differentiation creates opportunities for sustainable growth.
The strategy also matches future industry trends. Businesses and consumers increasingly require advanced connectivity, including 5G, AI and IoT solutions.
The strategy uses VodafoneThree’s strongest resources:
· Large customer base
· Network infrastructure
· Technical knowledge
· Investment capability
However, VodafoneThree must recognise that digital services are competitive markets. Other telecommunications companies are also investing in similar technologies, meaning innovation speed and customer understanding will be important.
5.2 Feasibility
Feasibility evaluates whether VodafoneThree has the resources and capabilities required to implement the strategy.
The strategy is feasible because VodafoneThree has:
· Approximately 27 million customers
· Strong network infrastructure
· Global Vodafone experience
· Significant investment capacity
The company’s £11 billion investment programme provides financial support for network improvement and digital development.
However, this report makes several assumptions:
Assumption 1: Successful merger integration
The strategy assumes Vodafone UK and Three UK can successfully combine systems, processes and cultures.
Poor integration could delay expected benefits and increase costs.
Assumption 2: Continued demand for digital services
The strategy assumes customers and businesses will continue adopting services such as 5G, IoT and AI solutions.
Assumption 3: Availability of digital skills
The strategy requires employees with expertise in areas such as cybersecurity, data analytics and artificial intelligence.
To improve feasibility, VodafoneThree should invest in employee training, strategic partnerships and phased implementation.
5.3 Acceptability
Acceptability evaluates whether the strategy creates acceptable outcomes for stakeholders.
For shareholders, the strategy creates opportunities for long-term growth by moving VodafoneThree into higher-value technology markets.
For customers, benefits include:
· Better network performance
· Improved customer support
· More personalised services
For employees, the strategy creates opportunities to develop new skills and work in emerging technology areas. However, some employees may experience uncertainty due to merger-related changes.
For society, improved connectivity can support economic development, digital inclusion and innovation.
The main concern is the level of investment required. Large technology projects involve financial risk, and returns may take several years.
Therefore, VodafoneThree must communicate clearly with stakeholders and monitor performance carefully.
5.4 Strategic Risk Assessment
	Risk
	Impact
	Mitigation

	Merger integration problems
	Delayed savings and operational disruption
	Strong change management and employee communication

	High technology investment costs
	Pressure on profitability
	Phased investment and financial monitoring

	Competitors copying services
	Reduced differentiation
	Continuous innovation and customer research

	Cybersecurity threats
	Reputation damage
	Increased security investment

	Lack of digital skills
	Slower transformation
	Training and recruitment programmes


Overall, the SFA analysis shows that the proposed strategy is suitable, feasible and acceptable. The biggest challenge is not whether VodafoneThree has resources, but whether it can successfully transform these resources into customer value.
6. Stakeholder Analysis
Stakeholder management is important because VodafoneThree’s strategy affects many groups. Freeman (1984) argues that organisations must consider the interests of all stakeholders affected by strategic decisions.
The Mendelow Matrix can be used to analyse stakeholder power and interest.
High Power / High Interest
Shareholders and Senior Management
These stakeholders have significant influence because they control investment decisions and strategic direction.
Engagement approach:
· Regular performance reports
· Strategy reviews
· Financial updates
High Power / Low Interest
Government and Regulators
Telecommunications organisations operate within strict regulatory requirements. Regulators influence competition, customer protection and network standards.
Engagement approach:
· Maintain compliance
· Provide transparency
· Build positive relationships
Low Power / High Interest
Customers
Customers have limited individual power but strongly influence VodafoneThree’s success through purchasing decisions.
Engagement approach:
· Customer feedback surveys
· Improved support channels
· Clear communication about improvements
Employees
Employees are essential for delivering the strategy and managing merger integration.
Engagement approach:
· Training programmes
· Internal communication
· Career development opportunities
Low Power / Low Interest
Suppliers and Communities
Suppliers provide technology resources, while communities benefit from improved connectivity.
Engagement approach:
· Maintain supplier partnerships
· Support digital inclusion projects
· Promote responsible business practices
7. Implementation and Monitoring
Successful implementation is essential because even a strong strategy can fail without effective execution. VodafoneThree should introduce the Digital Connectivity Ecosystem Strategy through clear objectives, practical actions and measurable performance indicators.
A phased approach is recommended to reduce risk and ensure that investment decisions create value.
Implementation Plan
	Objective
	Actions Required
	Key Performance Indicators (KPIs)
	Timeline

	Develop leading 5G network capability
	Continue £11 billion investment, integrate Vodafone and Three networks and improve coverage
	5G coverage levels, network speed improvements, reduction in network complaints
	2026–2028

	Improve customer experience
	Introduce AI support, improve digital platforms and personalise customer offers
	Customer satisfaction score, Net Promoter Score (NPS), customer retention rate
	2026–2027

	Expand enterprise digital services
	Develop private 5G, IoT, cybersecurity and cloud solutions
	Enterprise revenue growth, number of business contracts, service adoption
	2026–2030

	Complete merger integration
	Combine systems, processes and organisational structures
	Achievement of expected cost synergies, operational efficiency improvements
	2026–2028

	Develop employee capabilities
	Provide training in AI, cybersecurity, data and digital technologies
	Training completion, employee engagement scores, internal skills growth
	Ongoing

	Improve sustainability performance
	Increase network efficiency and reduce environmental impact
	Carbon reduction, energy efficiency improvements
	2026 onwards


Monitoring Framework
VodafoneThree should use the Balanced Scorecard approach developed by Kaplan and Norton (1992). This ensures that performance is measured from different perspectives rather than focusing only on financial results.
Financial Perspective
VodafoneThree should monitor:
· Revenue growth from digital services
· Profitability improvements
· Cost savings from merger integration
· Return on technology investment
These measures will show whether the strategy is generating financial value.
Customer Perspective
Key measures include:
· Customer satisfaction levels
· Customer retention rates
· Network quality ratings
· Reduction in complaints
These indicators are important because customer loyalty is essential in a market with low switching barriers.
Internal Process Perspective
VodafoneThree should measure:
· Merger integration progress
· Network improvement milestones
· Service development speed
· Operational efficiency
These measures ensure that internal capabilities support strategic objectives.
Learning and Growth Perspective
The organisation should evaluate:
· Employee training progress
· Digital skills development
· Innovation capability
· Employee engagement
This is important because successful digital transformation requires skilled employees who can manage new technologies.
Strategic Review Process
VodafoneThree should conduct regular strategic reviews involving senior management. These reviews should compare actual performance against targets and identify areas requiring improvement.
The telecommunications industry changes rapidly, meaning VodafoneThree must remain flexible. If customer expectations, technology or competitive conditions change, the company should adapt its strategy.
8. Conclusion
VodafoneThree is entering an important period of strategic transformation following the merger between Vodafone UK and Three UK. The merger has created a stronger organisation with a larger customer base, improved network capability and increased investment capacity.
However, the analysis shows that size alone will not create sustainable competitive advantage. The UK telecommunications market remains highly competitive, and competitors can also invest in similar infrastructure.
This report recommends a Digital Connectivity Ecosystem Strategy based on product development and differentiation. By combining network investment with digital services such as AI, IoT, 5G and enterprise solutions, VodafoneThree can create new growth opportunities and strengthen customer relationships.
The strategy is suitable because it aligns with VodafoneThree’s capabilities and market trends. Successful implementation will depend on effective merger integration, employee development, stakeholder engagement and continuous monitoring.
Ultimately, VodafoneThree’s future success will depend on its ability to transform connectivity infrastructure into innovative digital experiences that create value for customers, businesses and society.
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