SSE cuts renewable energy investment by £1.5bn, hitting UK’s Net Zero ambitions
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One of the largest energy companies in the UK, SSE, has announced a £1.5 billion reduction in its renewable energy spending, a significant setback for the ambitious Net Zero plans championed by Energy Secretary Ed Miliband. The firm attributed this drastic 21 per cent cut to a combination of policy and planning delays, further complicating the UK's already challenging pathway to its 2030 renewable energy targets.
SSE's announcement, made on the same day it revealed its latest financial results, highlighted that total investment across its divisions will decline from £20.5 billion to £17.5 billion over the next five years, with around 30 per cent earmarked for renewables. The planned allocation for clean energy has now dropped to £5.5 billion, significantly falling short of the initially projected £7 billion. This decision raises serious concerns about the company’s feasibility of generating 50 terawatt-hours of green energy annually by the set deadline.
The immediate aftermath of this announcement has not only implications for SSE but also casts a shadow over the broader renewable sector. SSE’s chief executive, Alistair Phillips-Davies, emphasised that the company’s strategies were evolving to reflect a “changing world” and pointed to numerous factors, including unexpected project delays and challenging environmental conditions, as contributors to the profit slump of 26 per cent, down from £2.49 billion to £1.85 billion. Investment manager John Moore warned that these factors, combined with a series of one-off expenses, have unexpectedly impacted profits.
This is not the first indication that the UK's ambitious green energy plans are faltering. Earlier this month, Danish energy giant Orsted shelved a proposed wind farm off the coast of East Yorkshire, citing economic unviability, a decision that further highlights the risks faced by domestic projects. Similarly, Drax has paused its planned expansion of its Scottish hydro-power operations, directly attributing these setbacks to fluctuating power prices and increased costs.
The backdrop to this situation is the new Labour government's firm commitment to a green agenda, aiming to bolster clean energy investment and decarbonise the electric grid. The administration, led by Prime Minister Keir Starmer, is actively promoting initiatives such as the establishment of Great British Energy, a publicly-owned entity designed to stimulate investments in renewable infrastructure. However, the success of these plans is contingent upon resolving significant hurdles, notably the sluggish pace of returns for energy companies and pervasive planning delays that have long hindered renewable projects across the UK.
Industry leaders have rallied for the government to increase the auction budget for renewable energy to meet targets, especially in offshore wind, where the ambition is to expand capacity from 15 gigawatts to 55 gigawatts by 2030. Current proposals suggest that the budget for Contracts for Difference should be elevated from £800 million to at least £1.5 billion to attract necessary investments, a response to a previous auction that failed to secure interest due to insufficient incentives.
Moreover, SSE itself has highlighted the disparity in incentives between traditional fossil fuel producers and renewable operators. This contradiction has raised concerns about the long-term viability of the UK’s renewable strategy, particularly in light of increasing costs and the current global economic landscape. While the UK has been a leader in offshore wind, SSE’s CEO pointed out the urgent need for adjustments to subsidy schemes to align with rising prices and inflation impacts that threaten project viability.
As the energy sector grapples with these challenges, there is a growing consensus among investors and industry experts that substantial reforms to planning processes are essential to avoid stalling progress in renewable energy projects. While the government’s rhetoric around achieving a clean energy superpower is commendable, the reality is that meaningful improvements may require significant time and strategic re-evaluation to ensure that ambitious targets are met without compromising investor confidence.
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