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Abstract

The merger between Vodafone India and Idea Cellular, represents a significant event in the Indian telecom
landscape. This paper conducts a thorough examination of the Vodafone-ldea merger, focusing on post-merger
phases to evaluate its impact on various stakeholders and the industry as a whole. The pre-merger analysis delves
into the motivations driving the merger, enhancing market competitiveness, expanding network coverage, and
leveraging synergies to tackle the evolving telecom landscape. Strategic planning and preparations undertaken by
both companies before the merger, including negotiations, regulatory approvals, and stakeholder communications,
are meticulously analyzed to understand the groundwork laid for the integration process. Transitioning to the post-
merger integration phase, this paper assesses the challenges encountered and strategies employed to overcome
hurdles during the merger process. An in-depth examination of the financial performance post-merger provides
insights into the merger's impact on the companies' bottom lines. So, this research paper offers valuable insights
into its impact on the Indian telecom industry and serving as a reference for academics, industry practitioners, and
policymakers navigating the complex landscape of telecom mergers and acquisitions.

Keywords: Telecom industry, pre-merger analysis, post-merger integration, financial performance, regulatory
implications

1. INTRODUCTION

India’s telecom sector has seen tremendous changes over the years as a result of regulatory
changes, shifting customer demands, and technology breakthroughs. Amidst this dynamic
landscape, the merger between VVodafone India and Idea Cellular, two prominent players in the
Indian telecom sector, marked a significant milestone that reshaped the industry's competitive
landscape. This paper aims to provide a comprehensive analysis of the Vodafone-Idea merger,
focusing on both the pre and post-merger phases to evaluate its impact on various stakeholders
and the broader telecom ecosystem.

One of the biggest mergers in Indian business history, the VVodafone-ldea deal was announced
in March 2017 and concluded in August 2018. It created the country's largest telecom provider
in terms of revenue and user base. The merger was driven by several strategic objectives,
including enhancing market competitiveness, expanding network coverage, and leveraging
synergies to create a stronger, more resilient entity capable of navigating the challenges and
opportunities in the rapidly evolving telecom landscape.

Prior to the merger, Vodafone India and Idea Cellular were facing intensifying competition
from new entrants and existing players, particularly in the wake of the disruptive entry of
Reliance Jio in 2016. Both companies were grappling with declining profitability, mounting
debt, and the need to invest in network expansion and technology upgrades to remain
competitive. Recognizing the need for scale and operational efficiencies to address these
challenges, VVodafone and Idea embarked on merger discussions to create a combined entity
with enhanced market presence and capabilities.
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The pre-merger phase of the Vodafone-ldea merger involved extensive negotiations, due
diligence, and regulatory approvals. The Competition Commission of India (CCI) and the
Department of Telecommunications (DoT), among other regulatory organizations, had to
approve the merger. The DoT examined the transaction's possible effects on consumer welfare,
competition, and regulatory compliance. During this stage, stakeholder involvement and
communication was also essential for addressing concerns and winning over employees,
shareholders, and other stakeholders.

Transitioning to the post-merger integration phase, the focus shifted towards combining the
operations, systems, and resources of VVodafone and Idea to create a unified entity. This phase
involved consolidating network infrastructure, integrating IT systems, harmonizing product
offerings, and optimizing operational processes to realize synergies and unlock value (BCG
Report, 2024). However, post-merger integration posed several challenges, including cultural
differences, workforce restructuring, network integration complexities, and regulatory
compliance issues, which required careful planning and execution to mitigate risks and ensure
a smooth transition (Sinha et al., 2010).

Against this backdrop, this research paper seeks to conduct a comprehensive analysis of the
Vodafone-ldea merger, examining its motivations, strategic implications, operational
challenges, and the impact on various stakeholders. This study intends to offer important
insights into the efficacy of the merger strategy, its consequences for the Indian telecom
industry, and the lessons learned for upcoming mergers and acquisitions in the sector by
examining both the pre- and post-merger stages.

2. LITERATURE REVIEW

The literature review provides an in-depth analysis of previous studies and scholarly articles
related to mergers and acquisitions (M&A) in the telecommunications industry, with a specific
focus on the Vodafone-ldea merger. The review encompasses various themes, including the
motivations behind M&A transactions, the impact of mergers on financial performance, market
dynamics, customer satisfaction, and regulatory implications.

Motivations for mergers and acquisitions

Companies engage in mergers and acquisitions as strategic moves to accomplish a range of
goals, such as cost synergies, market expansion, growth, and operational efficiency (Cartwright
& Schoenberg, 2006). In the context of the telecommunications industry, mergers are often
driven by the need to gain scale, enhance market competitiveness, and capitalize on
technological advancements (Bakos & Brynjolfsson, 2000). The Vodafone-ldea merger, for
instance, was motivated by the desire to create a stronger entity capable of competing
effectively in the highly competitive Indian telecom market (Wenzel et al., 2020).

Impact of mergers on financial outcomes

The effect of mergers on the financial performance of the participating companies has been the
subject of numerous studies. While some study (Capron & Pistre, 2002) indicates that cost
synergies and revenue increases can result in enhanced financial performance through mergers,
other studies (King et al., 2018) highlight the difficulties in merging diverse businesses and
attaining predicted synergies. Regarding the Vodafone-ldea merger, an examination of
financial performance indicators including revenue growth, profitability, and debt
restructuring can offer valuable perspectives on the financial consequences of the merger for
both the combined company and its stakeholders.

Market dynamics and competitive landscape
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Mergers in the telecommunications industry often reshape the competitive landscape and
market dynamics, affecting market concentration, pricing strategies, and consumer choice
(Farrell & Shapiro, 2010). The Vodafone-ldea merger, which created the largest telecom
operator in India by subscriber base and revenue, significantly altered the competitive
dynamics in the Indian telecom market, influencing market share distribution and competitive
positioning (Raju & Madhuri, 2020).

Customer satisfaction and experience

Mergers can also impact customer satisfaction and experience, particularly in service-oriented
industries such as telecommunications. Changes in service quality, network coverage, and
customer support following a merger can influence customer perceptions and loyalty
(Homburg et al., 2017). Understanding customer satisfaction pre and post-merger is crucial for
assessing the merger's impact on customer retention and market share.

Regulatory implications

Regulatory approvals and compliance are critical considerations in telecom mergers, given the
sector's regulated nature and the potential implications for competition and consumer welfare
(Bourreau et al., 2014). The Department of Telecommunications (DoT) and the Competition
Commission of India (CCI) scrutinized the VVodafone-Idea merger closely, underscoring the
significance of regulatory compliance and approvals in enabling M&A transactions in the
telecom industry (Bedi, 2010).

In summary, the literature review highlights the multifaceted nature of mergers and acquisitions
in the telecommunications industry, with implications for financial performance, market
dynamics, customer satisfaction, and regulatory compliance. By synthesizing existing research
findings, this literature review provides a comprehensive understanding of the factors
influencing M&A transactions in the telecom sector and their implications for companies,
consumers, and regulatory authorities.

3. RESEARCH METHODOLOGY

The research methodology section outlines the approach and techniques used to conduct the
study on the Vodafone-ldea merger, focusing on post-merger analysis. The research design,
data collection approach, sample selection, and analytical methodologies used in the study are
all thoroughly described in this section.

Research design

The study uses a mixed-methods approach, integrating qualitative and quantitative data to look
at the Vodafone-ldea merger in great detail. The study encompasses both pre and post-merger
phases, allowing for a holistic evaluation of the merger's impact on various dimensions,
including financial performance, market dynamics, customer satisfaction, and regulatory
implications.

Data collection

Secondary Data: The study mostly uses secondary data that was gathered from a variety of
sources, such as news stories, industry publications, financial reports, regulatory filings, and
scholarly journals. Secondary data offer important insights into VVodafone and Idea’s pre- and
post-merger performance as well as the overall state of the telecom sector.

Documentary Data: Documentary data analysis involves reviewing and analyzing relevant
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documents, such as merger agreements, regulatory approvals, shareholder communications,
and industry reports. This approach helps in understanding the strategic motivations,
operational challenges, and regulatory implications associated with the VVodafone-ldea merger.

Sample selection

The sample population for the study includes VVodafone and Idea, the two companies involved
in the merger, as well as stakeholders such as shareholders, employees, customers, and
regulatory authorities. Financial data and performance indicators from Vodafone and Idea
serve as the primary sources of quantitative data for the analysis.

Analytical techniques

Financial Analysis: Financial analysis involves examining key financial indicators, including
revenue, profitability, debt restructuring, and cash flow, to assess the post-merger performance
of Vodafone and Idea. Comparative analysis of financial statements before and after the merger
provides insights into the merger's impact on the companies' financial health.

Market analysis involves evaluating changes in market share, competitive dynamics, and
pricing strategies in the Indian telecom industry following the VVodafone-ldea merger. Market
share data, customer surveys, and industry reports are used to analyze market trends and
competitive positioning post-merger.

Customer satisfaction analysis entails assessing changes in service quality, network coverage,
and customer support pre and post-merger. Customer feedback surveys, complaint resolution
data, and customer retention rates are analyzed to gauge the merger's impact on customer
satisfaction and loyalty.

Regulatory compliance analysis involves examining the regulatory approvals, conditions, and
implications associated with the VVodafone-lIdea merger. Regulatory filings, correspondence
with regulatory authorities, and industry publications are reviewed to understand the regulatory
framework governing telecom mergers in India.

Validity and reliability

To ensure the validity and reliability of the research findings, multiple data sources are
triangulated, and rigorous analytical techniques are employed. Moreover, the research adheres
to ethical standards and transparency in data collection and analysis, enhancing the credibility
of the study's findings.

Pre-merger phase

The pre-merger phase of the Vodafone-Idea merger involved extensive planning, negotiations,
regulatory approvals, and stakeholder communications. This phase spanned from the
announcement of the merger in March 2017 to the completion of the merger in August 2018.
During this period, both Vodafone India and Idea Cellular engaged in strategic preparations to
pave the way for the integration of their operations.

a. Strategic Planning and Negotiations: Prior to the merger announcement, VVodafone India and
Idea Cellular engaged in strategic planning and negotiations to assess the feasibility and
benefits of the merger. This involved evaluating synergies, identifying potential challenges,
and determining the terms of the merger agreement. Strategic advisors and financial experts
were involved in conducting due diligence and financial analysis to support the negotiation
process.

b. Regulatory Approvals: Obtaining regulatory approvals was a crucial step in the pre-merger
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phase. The Department of Telecommunications (DoT) and the Competition Commission of
India (CCI) were two of the regulatory agencies that had to approve the merger. Regulatory
approvals ensured compliance with antitrust regulations and addressed concerns related to
market concentration and competition in the telecom sector.

c. Stakeholder Communications: Effective communication with stakeholders, including
shareholders, employees, customers, and regulatory authorities, was essential during the pre-
merger phase. Vodafone India and Idea Cellular engaged in extensive stakeholder
communications to address concerns, obtain support, and ensure transparency throughout the
merger process. This involved conducting shareholder meetings, employee briefings, and
customer outreach programs to keep stakeholders informed about the merger's progress and
implications.

4. DATA ANALYSIS

Financial data and performance indicators from Vodafone India and Idea Cellular provide
insights into their respective financial positions and operational performance during the pre-
merger phase. The financial health of the companies prior to the merger is evaluated by
analyzing important financial parameters, including revenue, profit margins, and debt levels.

a. Revenue Analysis: Revenue data from Vodafone India and Idea Cellular highlight their
respective revenue streams and growth trajectories leading up to the merger. Comparative
analysis of revenue trends provides insights into the companies’ market positioning and
revenue-generating capabilities.

b. Profitability Analysis: Profitability metrics, such as operating income, net income, and
margins, are examined to evaluate the profitability of Vodafone India and Idea Cellular before
the merger. This analysis helps assess the companies' ability to generate profits and sustain
operations in the competitive telecom market (Anuradha & Manisha, 2021).

c. Debt Analysis: Debt levels and financial leverage ratios are analyzed to assess the debt
burden of Vodafone India and Idea Cellular pre-merger. This includes evaluating debt-to-
equity ratios, debt-to-EBITDA ratios, and interest coverage ratios to understand the companies'
financial leverage and debt repayment capacity.

The pre-merger phase of the Vodafone-Idea merger involved strategic planning, negotiations,
regulatory approvals, and stakeholder communications. Financial data and performance
indicators from VVodafone India and Idea Cellular provide valuable insights into their financial
positions and operational performance leading up to the merger. Analyzing revenue,
profitability, and debt levels helps assess the companies' financial health and market
positioning before the merger. This comprehensive analysis sets the stage for evaluating the
merger's impact on the companies' financial performance and operational synergies in the post-
merger phase.

Post-merger integration

The post-merger integration phase of the VVodafone-ldea merger commenced following the
completion of the merger in August 2018. This phase involved the consolidation of operations,
systems, and resources of Vodafone India and Idea Cellular to create a unified entity. The post-
merger integration process aimed to realize synergies, optimize operational efficiencies, and
ensure a smooth transition for employees, customers, and other stakeholders.

a. Consolidation of Network Infrastructure: One of the key aspects of post-merger integration
was the consolidation of network infrastructure, including mobile towers, spectrum assets, and
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technology platforms. VVodafone India and Idea Cellular operated separate networks with
overlapping coverage areas. The integration process involved rationalizing network assets,
optimizing coverage, and upgrading infrastructure to enhance service quality and network
efficiency.

b. Integration of IT Systems: Integrating IT systems was another critical aspect of post-merger
integration. VVodafone India and Idea Cellular had separate IT systems for billing, customer
relationship management (CRM), and network management. The integration process involved
migrating data, aligning processes, and standardizing systems to create a unified IT
infrastructure. This ensured seamless operations and enhanced efficiency in managing
customer accounts and network resources.

c. Harmonization of Products and Services: The post-merger integration phase also focused on
harmonizing product offerings and service portfolios of Vodafone India and Idea Cellular. This
involved aligning tariff plans, service packages, and value-added services to create uniformity
across the merged entity. Standardizing product offerings simplified customer choices,
improved pricing transparency, and enhanced the overall customer experience.

d. Workforce Restructuring: Workforce restructuring was a significant aspect of post-merger
integration, aimed at optimizing organizational structure and streamlining operations.
Vodafone India and Idea Cellular had overlapping roles and functions across various
departments, including sales, marketing, and operations. The integration process involved
rationalizing workforce, redeploying employees, and aligning organizational hierarchies to
eliminate redundancies and improve efficiency.

e. Regulatory Compliance and Governance: Ensuring regulatory compliance and governance
was paramount during the post-merger integration phase. The merged entity had to adhere to
regulatory requirements and obtain necessary approvals from regulatory authorities. This
involved complying with licensing conditions, spectrum usage guidelines, and other regulatory
mandates governing the telecom sector.

f. Customer Experience Enhancement: Enhancing customer experience was a key focus area
of post-merger integration. VVodafone India and Idea Cellular prioritized delivering consistent
and high-quality services to their customers. This involved improving network coverage,
enhancing customer support services, and implementing customer feedback mechanisms to
address concerns and enhance satisfaction levels.

g. Financial Performance Optimization: Optimizing financial performance was a critical
objective of post-merger integration. The merged entity aimed to leverage synergies, streamline
operations, and improve cost efficiencies to enhance profitability and financial sustainability.
This involved rationalizing expenses, optimizing capital expenditure, and implementing cost-
saving measures across various functions.

The post-merger integration phase of the Vodafone-ldea merger focused on consolidating
operations, systems, and resources to create a unified and efficient entity. The integration
process involved consolidating network infrastructure, integrating IT systems, harmonizing
products and services, restructuring the workforce, ensuring regulatory compliance, enhancing
customer experience, and optimizing financial performance. By successfully executing the
post-merger integration process, VVodafone India and Idea Cellular aimed to realize synergies,
improve operational efficiencies, and create value for shareholders, employees, and customers.

Customer Perspective
Understanding the customer perspective is crucial in evaluating the impact of the VVodafone-
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Idea merger. Customers are key stakeholders whose experience and satisfaction directly
influence the success of the merged entity. The post-merger integration phase focused on
enhancing the customer experience and ensuring a seamless transition for subscribers of both
Vodafone and Idea.

a. Service Quality and Network Coverage: One of the primary concerns for customers post-
merger was the continuity of service quality and network coverage. Customers expected the
merged entity to maintain or improve the quality of services, including voice call quality, data
speeds, and network reliability. Any disruptions or degradation in service quality could lead to
dissatisfaction among customers and potential churn.

b. Customer Support and Assistance: After a merger, handling consumer queries, issues, and
complaints requires effective customer service and assistance. Customers expected prompt and
efficient resolution of issues related to billing, network coverage, service activation, and
account management. A responsive and accessible customer support system was essential in
maintaining customer satisfaction and loyalty.

c. Billing and Tariff Plans: Customers anticipated clarity and transparency in billing processes
and tariff plans post-merger. Any changes or modifications to existing tariff plans should be
communicated clearly to customers, along with the associated benefits and implications.
Customers expected fair pricing, competitive tariff plans, and value-added services that catered
to their communication needs.

d. Network Roaming and Coverage: For customers who frequently travel or rely on network
roaming services, ensuring seamless connectivity and coverage across different regions was
essential. The merged entity needed to optimize network roaming agreements and coverage
partnerships to provide uninterrupted services to customers, irrespective of their geographical
location.

e. Communication and Information Sharing: Transparent communication and information
sharing with customers regarding the merger process, changes in services, and any potential
disruptions were imperative. Customers expected timely updates and notifications about
changes in network infrastructure, service offerings, and customer support channels to stay
informed and prepared for any adjustments.

f. Customer Feedback and Engagement: Engaging customers through feedback mechanisms,
surveys, and interactive platforms allowed the merged entity to understand customer
preferences, gather insights, and address specific needs. Customer feedback played a crucial
role in identifying areas for improvement, prioritizing service enhancements, and enhancing
overall customer satisfaction.

g. Retention and Loyalty Programs: Implementing retention and loyalty programs was essential
in retaining existing customers and incentivizing loyalty post-merger. The merged entity could
introduce rewards programs, special offers, and personalized benefits to reward loyal
customers and encourage continued patronage.

The customer perspective post-merger was instrumental in shaping the strategies and initiatives
of the merged entity. By focusing on service quality, network coverage, customer support,
billing transparency, communication, feedback mechanisms, and retention programs, the
merged entity aimed to maintain customer satisfaction, minimize churn, and foster long-term
loyalty. Understanding and addressing the needs and expectations of customers were central to
the success of the Vodafone-ldea merger from a customer perspective.
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Regulatory implications

The Vodafone-ldea merger had significant regulatory implications due to the nature of the
telecommunications industry and the regulatory framework governing mergers and
acquisitions in India. The merger required approval from various regulatory bodies and
adherence to specific regulatory guidelines to ensure compliance and mitigate potential
antitrust concerns.

a. Competition Commission of India (CCl): CCl is the primary regulatory authority responsible
for assessing and approving mergers and acquisitions in India to ensure fair competition and
prevent monopolistic practices. The Vodafone-ldea merger underwent a rigorous review by the
CCI to evaluate its potential impact on competition, market concentration, and consumer
welfare. The CCI evaluated the merger's conformity with competition regulations by taking
into account variables like pricing power, market share, and entry obstacles.

b. Department of Telecommunications (DoT): DoT is the regulatory body in charge of
monitoring the Indian telecom market and issuing the required licenses for mergers and
acquisitions. The transfer of spectrum licenses and other regulatory clearances pertaining to
spectrum usage, network infrastructure, and operational needs were contingent upon the DoT's
acceptance of the VVodafone-ldea merger. To make sure that license requirements, spectrum
caps, and other laws regulating the telecom industry were being followed, the DoT carefully
examined the deal.

c. Telecom Regulatory Authority of India (TRAI): In order to support fair competition,
consumer protection, and industry expansion, the regulatory organization in charge of the
telecom sector in India is TRAI. Although TRAI has little influence over merger approvals, it
is very important in keeping an eye on pricing policies, consumer interests, and market
dynamics after mergers. If the merger leads to unfair pricing practices, anti-competitive
activity, or negative consequences on consumers, TRAI may step in.

d. Merger Control Regulations: The Vodafone-ldea merger was subject to India's merger
control regulations, which require mandatory notification to the CCI for mergers meeting
certain threshold criteria. The parties involved in the merger were required to submit a merger
notification to the CCI, detailing the transaction's rationale, potential impact on competition,
and proposed remedies to address any anti-competitive concerns. The CCI conducted a
comprehensive review of the merger to assess its potential effects on market competition and
consumer welfare.

e. Regulatory Conditions and Remedies: As part of the regulatory approval process, regulatory
authorities may impose certain conditions or remedies to address concerns related to market
competition, consumer interests, or industry dynamics. The Vodafone-ldea merger may have
been subject to specific regulatory conditions, such as divestiture of assets, spectrum sharing
arrangements, or adherence to pricing regulations, to ensure compliance with regulatory
requirements and mitigate potential anti-competitive effects.

The Vodafone-ldea merger had significant regulatory implications, requiring approval from
regulatory authorities such as the CCI, DoT, and TRAI. Compliance with competition laws,
spectrum regulations, and other regulatory requirements was essential to obtain regulatory
approval for the merger. The regulatory framework governing mergers and acquisitions in the
telecom sector played a critical role in shaping the merger process and ensuring fair
competition, consumer protection, and industry growth.
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5. RESULTS AND DISCUSSION

Let’s discuss post-merger Profitability, Liquidity and Solvency Analysis of Vodafone-ldea
Merger from 2019-23.

Table 1: Post-merger profitability analysis
Mar

Profitability Ratios 3 Mar ‘22 | Mar '21 | Mar ‘20 | Mar '19
Operating Profit Per Share (Rs) 3.34 4.81 5.72 5.09 4.44
Net Operating Profit Per Share (Rs) 8.61 11.9 14.5 15.56 42.19
Operating Profit Margin(%) 38.82 40.37 39.42 32.69 10.52
Proflt_ Before Interest And Tax 14.42 1937 15.44 -20.24 2776
Margin(%)

Gross Profit Margin(%) -14.51 -19.42 -15.54 -20.73 -28.57
Net Profit Margin(%) -69.91 -73.87 | -111.08 | -163.55 | -38.13
Return On Capital Employed(%) -4.54 -5.65 -5.19 -7.76 -5.49
Return On Net Worth(%) 39.68 45.95 122.65 | -818.41 | -22.15
Return on Long Term Funds(%) -5.03 -6.39 -5.19 -1.77 -5.63

Source: Moneycontrol (2024)
Figure 1: Post-merger profitability analysis FY 2022-23.

-5.03 3.34 861

39,68 ",
4,50  A—— = Net Operating Profit Per Share
(Rs)
Operating Profit Margin(%)
” -14.42 = Profit Before Interest And Tax

38.82 = Operating Profit Per Share (Rs)

Margin(%)
1451 = Gross Profit Margin(%)
-69.91 u Net Profit Margin(%)

Source: Vodafone-Idea Limited (2023)

Post-merger profitability analysis

Table 1 shows post-merger profitability analysis for last five Financial Years from 2019 to
2023, while Figure 1 shows the post-merger profitability analysis of FY 2022-23.

a. Operating Profit Per Share (INR): The Operating Profit Per Share has shown a slight decrease
over the post-merger years, indicating that the profit generated from each share has declined.

b. Net Operating Profit Per Share (INR): The Net Operating Profit Per Share has also

experienced a decrease over the years, suggesting a reduction in the overall profitability
attributed to each share.

c. Operating Profit Margin (%): The Operating Profit Margin has shown a positive trend,
increasing from 32.69% in Mar '20 to 40.37% in Mar ‘22 and then slightly decreasing to 38.82%
in Mar '23. This suggests an improvement in operational efficiency and profitability.

d. Profit Before Interest And Tax Margin (%): The Profit Before Interest And Tax Margin has
been negative in all years, indicating that the company incurred losses before accounting for
interest and taxes. The magnitude of losses has reduced over the post-merger years.

e. Gross Profit Margin (%): The Gross Profit Margin has followed a similar trend as the
Operating Profit Margin, indicating an improvement in the efficiency of generating profits from
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the cost of goods sold.

f. Net Profit Margin (%): The Net Profit Margin has fluctuated, with a significant negative
value in Mar '21. This suggests challenges in controlling costs and generating net profits post-
merger.

g. Return On Capital Employed (%): The Return On Capital Employed (ROCE) has remained
negative, indicating that the capital investments did not generate sufficient returns to cover
operating expenses and generate profits.

h. Return On Net Worth (%): The Return On Net Worth (RONW) shows mixed results. While
positive in some years, it was significantly negative in Mar '20 and Mar '21, indicating
variability in profitability relative to shareholder equity.

I. Return on Long Term Funds (%): The Return on Long Term Funds has also been negative,
suggesting that the returns on long-term capital have not been sufficient to cover costs.

A number of profitability factors, including operating profit margin and gross profit margin,
show gains according to the analysis, indicating improved operational efficiency. Still, there
are obstacles in the way of turning a profit and getting favorable returns on invested capital and
net worth. To fully comprehend the financial performance following the merger, more research
into the particular aspects affecting these ratios is required (Sandeepan, 2022).

Table 2: Post-merger liquidity and solvency analysis

Lo . Mar Mar Mar Mar Mar
Liquidity And Solvency Ratios 3 99 01 20 19
Current Ratio 0.36 0.44 0.48 0.35 0.56
Quick Ratio 0.47 0.64 0.48 0.35 0.48
Debt Equity Ratio -- -- -- 10.79 1.71
Long Term Debt Equity Ratio -- -- -- 10.77 1.65

Source: Moneycontrol (2024)
Figure 2: Post-merger liquidity and solvency analysis FY 2022-23.

0.350.35

’  Current Ratio 0.36 0.44 0.48

10.77

-

Source: Vodafone-ldea Limited (2023)
Post-merger liquidity and solvency analysis

Quick Ratio 0.47 0.64 0.48
10.79

Debt Equity Ratio - -- -

Long Term Debt Equity Ratio — -- -

Table 2 shows post-merger liquidity and solvency analysis for last five Financial Years from
2019 to 2023, while Figure 2 shows the post-merger liquidity and solvency analysis of FY
2022-23.

a. Current Ratio: This ratio assesses a company's capacity to use its short-term assets to meet
its short-term liabilities. Better liquidity is indicated by a greater current ratio. In this instance,
a decreasing trend from March 2019 to March 2023 is evident, indicating that the company's
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short-term liquidity position may be deteriorating.

b. Quick Ratio: This ratio, also referred to as the acid-test ratio, separates inventories from
current assets to provide a more cautious measurement of liquidity. A higher quick ratio is
advantageous, much like the current ratio. There is a shifting tendency in this scenario, with a
decline from March 2019 to March 2020 and a rise in the following years.

c. Debt Equity Ratio: The proportion of debt financing compared to equity financing is shown
by this ratio. An elevated ratio implies heightened financial risk as a result of a greater
dependence on debt. The only available data in this dataset spans the months of March 2019
through March 2020. The data indicates a notable increase in debt relative to equity, rising
from 1.71 in March 2019 to 10.79 in March 2020.

d. Long Term Debt Equity Ratio: This ratio, like the debt-to-equity ratio, is limited to long-
term debt. Once more, we see a notable increase between March 2019 and March 2020,
suggesting a greater reliance on funding provided by long-term debt.

Overall, the analysis points to possible liquidity issues due to the current ratio's dropping
tendency and the quick ratio's erratic trajectory. Furthermore, there has been a noticeable move
toward debt financing as seen by the large increases in the debt equity ratio and long-term debt
equity ratio from March 2019 to March 2020. These developments could raise questions
regarding the company's solvency and financial risk management.

Table 3: Post-merger management efficiency analysis
Management Efficiency Ratios | Mar '23 | Mar '22 | Mar '21 | Mar '20 | Mar '19

Debtors Turnover Ratio 18.56 15.82 15.55 14.36 17.57
Investments Turnover Ratio 0.33 0.29 0.35 0.42 --
Fixed Assets Turnover Ratio 0.29 0.3 0.35 0.38 0.41
Total Assets Turnover Ratio 1.33 1.44 4.2 -3.21 0.82
Asset Turnover Ratio 0.33 0.31 0.37 0.32 0.28

Number of Days In Working

. -662.77 | -555.86 | -686.13 | -956.3 -550.49
Capital

Source: Moneycontrol (2024)
Post-merger management efficiency analysis

Table 3 shows post-merger liquidity and solvency analysis for last five Financial Years from
2019 to 2023 in data form, while Figure 3 shows the post-merger liquidity and solvency
analysis for last five Financial Years from 2019 to 2023 in graph.

a. Debtors Turnover Ratio: This ratio evaluates a business's ability to collect money from
clients effectively. Over time, the ratio has increased, suggesting that the company's capacity
to collect payments from debtors has improved.

b. Investments Turnover Ratio: This ratio measures how effectively investments are being
utilized to generate revenue. The trend is not consistent due to the missing data for March 2019,
but there seems to be a slight decrease from March 2020 to March 2022.

c. Fixed Assets Turnover Ratio: This ratio shows how well a business generates revenue from
its fixed assets. This ratio shows a little decline from March 2019 to March 2023, which may
point to a less effective use of fixed assets over time.
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Figure 3: Post-merger management efficiency analysis FYs 2019-2023.
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Source: Vodafone-Idea Limited (2023)

d. Total Assets Turnover Ratio: This ratio assesses how well a business generates sales using
its assets. In March 2020, the ratio is negative, meaning that although revenues either declined
or were mostly unchanged, total assets decreased. Between March 2021 and March 2022, the
ratio significantly drops, indicating a drop in asset use efficiency.

e. Asset Turnover Ratio: This ratio assesses how well a business uses its assets to create
revenue, much as the total assets turnover ratio. Over time, the ratio has varied; there was a
minor increase in March 2019—March 2021, followed by a decline in March 2023.

f. Number of Days In Working Capital: The ratio illustrates how long it takes a business to turn
its working capital into revenue. The negative values signify a negative working capital
position for the corporation, implying that its current obligations surpass its current assets. Over
time, the ratio's absolute value decreases, suggesting that fewer days are needed to turn working
capital into revenue.

Overall, the analysis points out areas where the organization could need to concentrate on
increasing its operational efficiency and asset utilization, including improvements in debtor
turnover and variations in other efficiency ratios.

6. CONCLUSION

The goal of the VVodafone-Idea merger was to become a more potent and formidable competitor
in the Indian telecom industry. In terms of profitability and financial measures, however, the
post-merger examination shows a mixed performance (Panigrahi, 2019).

a. Operational Efficiency: The merger resulted in improvements in operational efficiency, as
indicated by relatively stable operating profit margins over the post-merger years. This suggests
that the merged entity was able to maintain profitability from its core operations.

b. Financial Performance: Despite improvements in operational efficiency, the merged entity
faced challenges in generating net profits, as reflected in fluctuating net profit margins and
negative returns on capital employed. The negative returns indicate that the capital invested in
the company did not generate sufficient profits to cover operating expenses and generate
returns for investors (Rani et al., 2015).
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c. Market Challenges: India's telecom market is fiercely competitive due to quickening
technology development and shifting customer tastes. The merged entity faced significant
market challenges, including pricing pressures, regulatory complexities, and intense
competition from other players in the market.

d. Strategic Responses: The management of VVodafone Idea Limited implemented strategic
responses to address market challenges and improve financial performance. These responses
included cost-cutting measures, network infrastructure investments, and strategic partnerships
to enhance service offerings and attract customers.

e. Regulatory Environment: Authorities including the Telecom Regulatory Authority of India
and the Competition Commission of India scrutinized the transaction under regulatory scrutiny.
Regulatory compliance and adherence to licensing conditions were crucial for obtaining
approval and ensuring smooth integration of operations.

In conclusion, while the Vodafone-Idea merger aimed to create synergies and strengthen the
position of the merged entity in the Indian telecommunications market, the post-merger
analysis highlights challenges in maintaining profitability and financial performance. In order
to drive sustainable growth and navigate the competitive landscape, Vodafone Idea Limited's
management must prioritize fixing operational inefficiencies, improving revenue generation,
and putting strategic initiatives into action.
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