



Conceptual Framework

1. Working Title 
“Modern models for analysis, diagnostics and assessment of the financial situation from the value position of leading mobile operators’ companies in the UK over the period 2014-2018. Is it true that BT are market leaders?”

2. Introduction
As we live in a modern time, telecommunications are everything which connecting people quickly, because everyone uses internet and mobile phone to make a connection for exchanging information. Studying Financial Management module in Term 1, and analyzing the financial situation of Vodafone and BT, which are two leading companies in telecommunications industry, with the help of financial ratio analysis, I was wondering if BT were really good enough to be market leaders. In my opinion Vodafone and Virgin Media are better and could be on the top position in the UK as well. Where in fact is BT leader, only in UK or in Europe? Can the mobile company BT be replaced by a leader place in the UK by someone like Vodafone or Virginia Media? This resentment and disagreement, along with my interest in this industry, it has created interest in me to do further research to answer my questions. 
I will analyze the financial situation in terms of liquidity, profitability, efficiency ratios of the largest mobile operators’ companies such as BT (including EE), Vodafone Limited, TalkTalk Telecom Group, SKY PLC, Virgin Media in the UK. 
Also, financial diagnostics and evaluation of these companies will be provided from the value point of view. In order to make this diagnostics, I will present the modern models, which I think will be appropriated for the chosen industry:
· Economic Value Added (EVA)
· Market Value Added (MVA)
· Cash Value Added (CVA)
· Shareholder Value Added (SVA)
· Cash Flow Return of Investment (CFROI)
To maximize research and analysis to answer the issue, the 2014-2018 period for companies will be considered. The major recent events and their impact on the financial position of the chosen companies over the last five years will be presented.

3. A short review of relevant literature
Telecommunication industry undoubtedly provides the easiest, fastest and cheapest way to connect people anywhere, no matter where they are in the world. And the greatest merit to operate efficiently and to be an essential part of human life, have companies that help connect people (Gates, 2018). 
(Ofcom, 2014) notes that after the Privatization in 1984, the UK telecommunication industry loses its monopoly status, market competitiveness is increasing, and these days with a three-degree concentration ratio of 89%, the market for this industry is defined as an oligopoly.
Michael Riordan (Riordan, 2005), professor at Stanford University in California and at the University of California, Santa Cruz also discuss on the notion that there is no monopoly in the telecommunication industry. According to the professor, the monopoly existed 50 years ago, until the most powerful engine for innovation emerged “Bell Telephone Laboratories”, part of American telecommunication group AT&T. M. Riordan argues with economists who claim that monopolies stifle innovation, because he identifies the innovations who support the universal service in Bell Labs as something different. The professor identifies innovations in AT&T as different, such as the cash flows owned by the company as well as the physicists working in the lab awarded with six Nobel Prizes for their scientific achievements, take significant risks and try to innovate in technology. An example of such a venture, Michael points to the transistor, which was recognized by AT&T as early as 1930 as a long-term need for users to exchange information. In the context of today's technology in the telecommunication industry, Riordan says there is no company to compare with AT&T, but at least the cost of the services offered by mobile companies is smaller.
In the book (Black, 2002) “Telecommunications Law in the internet age”, the author describes in detail the structural changes of the telecommunication companies from a regular monopoly to an economically viable industry that can suck up a multitude of companies in every market. The telecommunication market is also considered after the adoption of the Telecommunications Act of 1996, after which law entering the market in this industry becomes easier than other companies with the aim lowering prices to the lowest and effective level of communication services (Black, 2002).
(Boyd, 2018) analyzes the results regarding the financial health check of BT Group plc, whose value is £23.96B. The summarized results for the leading telecommunication company in the UK are that, BT produces sufficient cash to cover its debts, liquid assets are not enough to cover the short-term moves of the mobile company, BT is considered financially stable because the company's total debt exceeds the stock. The results report that BT works effectively but at the same time, need to look for a longer period of time in order to investigate whether the company's activity is sufficiently financially sustainable, to be the industry leader in the UK.
BT is also glorified in Allan Nichols's article on Morningstar, in which the telecommunication company is determined to dominate the industry in the UK. It is also mentioned that BT is a sustainable competitor to companies in the same industry, such as Vodafone, SKY, Virgin Media, due to the acquisition of the largest wireless operator EE in the UK, which took place in 2016. However, it is also mentioned that while BT has a tremendous success in the UK, its rivals Vodafone, SKY and Virgin Media achieve this on a larger global scale (Nichols, 2018).
Global Telecommunication Services Market Revenue by Region (TMR, 2018) identifies financial pressures and high competition for determining factors affecting the growth of telecoms companies on the market. The report presents surveys and expectations on different indicators playing a key role in managing the global telecoms market. TalkTalk and Vodafone are in the predictions of competent key companies in the global market for telecom industry. 
In an article on the specialized site Investopedia, Melissa Parietti notes that, each of the top ten telecom companies in the world has a market value above 50 billion dollars. In the ranking of the top 10, in which investors would be interested in investing, fall: China Mobile Ltd., Verizon Communications Inc., AT&T Inc., Vodafone Group Plc, Nippon Telegraph & Telephone Corp., Softbank Group Corp., Deutsche Telecom AG, Telefonica SA, America Movil, China Telecom (Parietti, 2019). 
The research, published in “Journal of Accounting & Finance” in April 2018, Can Ozturk and Beyhan Marsap, the same as (Parietti, 2019) confirms Vodafone's fourth place as the world's largest telecoms company (Ozturk & Marsap, 2018). 
In its Global 2000 list for the world's largest public companies, Forbes ranks BT at 275th place and Vodafone at 464th (A.Murphy, et al., 2019).
Telecommunications industry undoubtedly takes up a huge part of the business in the UK, it also brings large revenues to the country. The effectiveness of existence is being considered from (Tsai, et al., 2006). In their research, using classical radial measure with DEA-approach to analyzing the scope of data, along with the combination of multiple counts, they evaluate productivity performance to the 39 leading world telecom operators (Tsai, et al., 2006). The interesting thing is also that the empirical results of the study, prove that 20. 5% of Forbes 2000 telecom operators are operating at the edge of CCR's best practice, while only 7.7% meet the performance measurement criteria, which indicates that placed at the top of Forbes telecommunications companies are not those who have the highest rank of CCR. With minor differences, but the study also proves that productivity of telecommunications industry in Europe and America is worse than that of Asian-Pacific countries.
A research done by (Hung & Lu, 2008) two years later, from the (Tsai, et al., 2006) research, done again via DEA, it measures the scale of mobile companies and the role it plays for their operational efficiency (Hung & Lu, 2008). The results of the comparison also reflect a change in performance of the telecom companies, as it proves that European telecom companies are performing better than American and Asian-Pacific countries. Incredible growth from European companies for a short period of time. 
Similar research to (Tsai, et al., 2006) is done by Chun-Mei Chen (Chen, 2019), in which the same DEA model is applied, the effectiveness of 41 of the world's telecom operators(again from the Forbes rating) is being investigated, over the period 2012-2017 (Chen, 2019). The empirical results track what technical efficiencies companies achieve in terms of meta-boundary and recommendations are given to achieve better results in the future. 
Unlike the Forbes rating (A.Murphy, et al., 2019), Vodafone falls in the top 10 at the market value of telecoms companies in the world for 2018. Telecom company, with a market value of 76 billion dollars, takes 7th place with giants like Verizon, AT&T, China Mobile (BizVibe, 2018). Once again, BT has no place in this ranking.
In their annual report of UK Telecoms Market Dynamics, (Economics, 2018) identify four major players in the market for this industry in the UK: BT, with market share of 37%, Sky-23%, Virgin Media-20%, and TalkTalk with 16%.
Summarizing the readings made so far and based on literature review, which I presented, questions arise in me for a deeper study of telecommunications industry, as it is one of the fastest growing industries on a global scale. On the one hand, the researches of (Gates, 2018) and (Boyd, 2018) have confirmed my choice to research accurately telecommunications industry. On the other hand, the discrepancy in the research of (Tsai, et al., 2006) and (A.Murphy, et al., 2019) provoke me to analyze and compare the largest telecoms companies in the UK to answer the questions: Where in fact is BT leader, only in UK or in Europe? Can the mobile company BT be replaced by a leader place in the UK by someone like Vodafone or Virginia Media?

4. The research strategy and methodology 
In my research I will focus on many different sources and data that will help me for comparative analysis of the largest telecommunication companies in the UK. On one hand, Annual Reports and statistics from different financial and economic sites will help me with the presentation of companies' financial status. On the other hand, articles from magazines and newspapers, and research, would help me to present the factors that affect the state of the industry and the companies, and a variety of financial books will help present the theoretical part of the research, and in particular the modern models, that I mentioned above in the introduction, will be applied. Collecting data and support with evidences. 

5. Logistical and ethical consideration
Ethical Form is not required at this stage, but is yet to be completed.
6. Outcomes
The expected results I hope to achieve are: a clear financial picture reflecting the health of large companies from the telecommunications industry in the UK (which will be help for the future investors), to prove that Vodafone and Virgin Media are better companies than BT, and that the interest of investors should be greater to them than to BT.
7. A planned timetable for the various elements of the work
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