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[bookmark: _Toc153527507][bookmark: _Toc153527569]Introduction
The main objective of this report is to conduct a strategic review of SSE Energy, a publicly listed British company on the London Stock Exchange. (SSE, 2023) The review aims to assess the company performance in implementing its corporate and business strategies, as well as evaluate its competitive position in the market. Through thorough research and critical analysis, the report will provide valuable insights into SSE Energy's strategic choices, implementation effectiveness, and potential for future sustainable growth.
[bookmark: _Toc153527508][bookmark: _Toc153527570]Company background
SSE plc, formerly known as Scottish and Southern Energy plc, is a company based in the UK that supplies gas and electricity services to customers in the UK and Ireland. The company has its headquarters in Perth, Scotland, and employs over 12,000 people (SSE, 2023). It operates in three main segments: Wholesale, Networks, and Retail. The Wholesale division is accountable for generating electricity from both renewable and non-renewable sources. The Networks segment oversees the transmission and distribution of electricity across the UK. The Retail segment offers energy services to residential and commercial customers in the UK and Ireland. SSE is committed to reducing its carbon emissions and has set a goal to become a net-zero company by 2050 (SSE, 2023).
[bookmark: _Toc153527509][bookmark: _Toc153527571]Strategy statement 
According to Porter (1980) and Kaplan (2010), business strategies are crucial for gaining a competitive advantage and achieving long-term objectives.
 SSE's corporate strategy focuses on playing a leading role in the transition to a net-zero future by developing, constructing, and operating renewable power assets (SSE, 2023). The company is currently involved in some of the largest offshore wind energy projects worldwide. To accomplish this, SSE utilizes various assets such as onshore and offshore wind farms, hydro power plants, electricity transmission and distribution grids, efficient gas-fired generation, and also provides energy products and services for businesses (MarketLine, 2023).
SSE Renewables is implementing a strategy to diversify its operations in line with its long-term vision. The company is currently working on its first battery storage project, which is expected to be finished by 2024 (MarketLine, 2023). Additionally, SSE Renewables has secured a pipeline of solar and battery projects with a total capacity of 1.2GW across the UK and Ireland and is also developing a further 1.3GW of potential sites. These initiatives complement SSE Renewables' existing portfolio of low-carbon infrastructure, which includes wind and hydro projects.  SSE Renewables is pursuing a range of projects with the goal of improving the equilibrium between energy supply and demand. Additionally, these initiatives aim to optimize the utilization of renewable energy sources during periods of low solar or wind power, while also minimizing risk exposure (MarketLine, 2023).
SSE Energy Services is in the process of transitioning to the OVO Energy brand. This change is expected to enhance operational efficiency and effectiveness across the value chain, resulting in cost savings and improved resource allocation (SSE, 2023). By pursuing a more cost-efficient model, SSE Energy Services aims to achieve cost leadership, which will ultimately benefit stakeholders (Whittington, 2020) Additionally, the consolidation and synergy between SSE Energy Services and OVO Energy can empower the combined entity to attain a more robust competitive position within the energy market. This synergy and company investment projects are valuable capability. 
 The company is undergoing a strategic transition, moving under the OVO brand, from a differentiation strategy to a cost leadership model. This shift aims to broaden its customer base by focusing on meeting the domestic energy and home service’s needs.
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(Whittington, 2020) 
According to Porter's Diamond model, the company benefits from a competitive advantage due to favourable environmental conditions and high demand for their products or services in the local market. However, this advantage may also attract local competition, which could potentially affect the company's market share, as there are cheaper suppliers available in the market (Whittington, 2020) 
The UK government has implemented the Climate Change Act, which sets a target to significantly reduce greenhouse gas emissions in the country by 2050 (CCC, 2023). This commitment, coupled with a well-defined roadmap, creates a favourable external environment for the company.
[bookmark: _Toc153527510][bookmark: _Toc153527572]Strategy evaluation using Ansoff matrix.
Market penetration refers to the efforts made by a company to increase its sales while staying true to its original product-market strategy without negatively impacting competitors in the market (Ansoff, 1957). SSE adopts a market penetration strategy by expanding its product line within the existing market, leveraging technological advancements to support this growth. The company implements a development strategy that prioritises renewable energy and network projects (SSE, 2023). Through collaboration with suppliers, contractors, and partners, SSE contributes to the economic growth of the UK. The company identifies opportunities in both domestic and international markets to provide clean and affordable energy infrastructure for decarbonisation efforts. By partnering with experts in technology and geographic knowledge, SSE aims to establish a development pipeline that delivers long-term value and benefits to all stakeholders (SSE, 2023).
Western European countries are generally considered to have low levels of macro political risk, and this do not result in significant or fundamental changes (Whittington, 2020)
. 
[bookmark: _Toc153527511][bookmark: _Toc153527573]Resources and Capabilities 
The company possesses tangible assets such as wind farms, hydroelectric facilities, and smart metering infrastructure (SSE plc, 2023). Additionally, its strong market presence and brand name are valuable intangible resources. The company also holds a significant share of approximately 40% of the UK's conventional underground gas storage capacity and maintains a strategic partnership with the Global Offshore Wind Alliance (GOWA) (SSE, 2023, p. 6). SSE is making significant progress, as evidenced by SSE Energy Solutions' plan to construct its first fully electric charging hub for heavy goods vehicles (HGVs) in Birmingham, West Midlands (Comer, 2023).
[bookmark: _Toc153527512][bookmark: _Toc153527574]Financials
SSE's total revenue has shown fluctuations over the past five years, reaching its highest point in 2023 at GBP 12,490.7 million, which aligns with the UK's green energy transmission plans and indicates potential revenue growth (MarketLine, 2023). However, the company experienced losses in its core operations in both 2023 and 2022, as evidenced by negative Gross Profit figures. These losses may raise concerns about SSE's financial health and competitive position. The consecutive years of negative Gross Margin in recent times are also negative indicators.
A VRIO analysis is an internal assessment used to evaluate the value, rarity, inimitability, and organizational support of a company's resources and capabilities. This analysis helps determine the potential for achieving a competitive advantage (Proquest.com, 2023, p.104).
	Value
	Yes

	Rarity
	No

	Inimitability
	Yes

	Organisational support
	Yes


According to SSE's annual report for 2023 (SSE,2023), the company effectively implements a four-sector model encompassing Development, Construction, Operations, and Investments. This model describes valuable resources and capabilities.
· SSE demonstrates its commitment to human resources by maintaining a significant workforce and outlining plans to create 1,000 new job opportunities annually until 2026.
· Additionally, the company places a strong emphasis on financial stability by upholding a transparent dividend policy, offering shareholders a dividend of 96.7p.
· SSE's customer support is exceptional, particularly through its SSE Airtricity division, which provides a comprehensive €25 million customer support package, highlighting the company's valuable customer-centric capabilities.
· SSE actively shows its commitment to communities by engaging in different projects and community investments, with a dedicated allocation of £16.5 million for these initiatives.
· The company adopts a collaborative approach with its supply chain and partners, fostering innovation and enabling efficient project development.
SSE's investments are carefully planned, with a focus on selecting projects that are expected to generate returns exceeding the cost of capital. This strategic approach contributes significantly to GDP growth and ensures the stability of the company.
[bookmark: _Toc153527513][bookmark: _Toc153527575]Value System Analysis:
An organisation conducts a value-chain analysis to assess the detailed processes involved in all aspects of its operations. The main goal of this analysis is to improve operational efficiency, allowing the company to deliver maximum value to customers while minimising costs (Tardi, 2023).
SSE operates within a broad value system that includes stakeholders such as employees, shareholders, customers, government bodies, NGOs, communities, and partners. The company's strategic decisions and actions are crucial in establishing and sustaining exceptional performance. SSE effectively manages risk diversification by investing in sustainable initiatives and maintaining a diversified project portfolio, as outlined in the report. Moreover, its efficient allocation of resources and cost-effective implementation present a promising opportunity for the company to achieve its overall goals.
[bookmark: _Toc153527514][bookmark: _Toc153527576]Business and corporate strategies implementation 
[bookmark: _Toc153527515][bookmark: _Toc153527577]Corporate strategy
SSE is actively pursuing its vertical corporate strategy to become a leading energy company in a net-zero world. The company is implementing various measures to achieve this ambitious objective and successfully adapting to changing environments. In its 2023/24 interim results, SSE plc (2023) disclosed plans to increase its existing five-year investment program by £2.5 billion, projecting a total investment of £20.5 billion by 2027, up from the previous estimate of £18 billion (SSE, 2023).
SSE is demonstrating its commitment to growth and positive outcomes through a significant initiative to obtain planning consent and secure the supply chain for the Eastern Green Link 2 project. This joint venture with National Grid Electricity Transmission aims to establish a subsea connection from Peterhead in northeast Scotland to Drax in Yorkshire (SSE, 2023).
SSE has restated its forecast for earnings per share (EPS) growth, targeting an average annual growth rate of 13%-16% over the next five years until FY 2026/27. This growth strategy focuses on developing top-tier electricity infrastructure. With its current operational assets and committed capital expenditures, SSE has increased visibility and confidence, covering around 95% of its projected earnings estimate of 175p to 200p per share for 2026/27 (SSE, 2023).
[bookmark: _Toc153527516][bookmark: _Toc153527578]Business strategy
According to Alistair Phillips-Davies, Chief Executive of SSE (MarketLine, 2023), the Chancellor has the opportunity to accelerate the transition to clean energy by implementing policies that make the UK the most attractive global destination for investing in and constructing new energy infrastructure. The potential benefits are substantial. SSE alone could invest over £40 billion in this decade, generating and sustaining numerous high-quality jobs across the country, provided that the policy environment and planning processes are favourable – and the company is eager to proceed.
SSE takes pride in its team of over 12,000 dedicated employees who embody the company's core values and drive its business model. The company's operations are driven by the demand for energy and related services, aligning seamlessly with its core mission. SSE also maintains a strong supply chain, collaborating strategically with around 9,000 suppliers to encourage innovation and ensure efficient project development and ownership structures (SSE, 2023).
Recent research indicates that energy clients hold a favorable outlook. An impressive 83% of respondents believe that investing in additional energy infrastructure to decrease reliance on imported fossil fuels is vital for Britain's future. Moreover, over 60% of individuals are willing to pay higher electricity prices if it results in long-term reductions in carbon emissions (64%), generates more employment opportunities in the UK (63%), or leads to reduced public spending and borrowing in the long run (61%) (MarketLine, 2023).
At its core, SSE's business model is supported by its dedicated workforce, consumer-oriented approach, and strategic supplier partnerships. These elements form the foundation of the company's operations. Additionally, the research findings indicate a positive sentiment among energy clients, further validating SSE's approach and outlook (SSE, 2023). Sustainability and environment projects
SSE has demonstrated a clear commitment to becoming more competitive while prioritising long-term sustainability and cost-effectiveness. 
[bookmark: _Toc153527517][bookmark: _Toc153527579]Sustainability statement
Investment in Electric HGV Charging Hub: SSE's commitment to sustainability and competitiveness is evident in its investment in the First Electric HGV Charging Hub in Birmingham. This strategic decision not only meets the increasing demand for electric vehicle infrastructure but also aligns with the global shift towards cleaner transportation options (MarketLine, 2023).
Supply of Turbines for Irish Reserve Power Plant: SSE's involvement in supplying turbines for a 150MW Irish reserve power plant showcases its commitment to the renewable energy sector. By participating in such initiatives, SSE not only contributes to environmental sustainability but also strengthens its competitive position in the renewable energy market. This is particularly significant as the world transitions towards a more sustainable future (MarketLine, 2023).

FID on Battery Storage Project in the UK: SSE's dedication to energy storage technology is showcased through its Final Investment Decision (FID) on a 320MW battery storage project in the UK. This significant step emphasizes the crucial role of battery storage in stabilizing the grid and effectively incorporating renewable energy sources. By investing in this project, SSE not only promotes long-term sustainability but also enhances its competitiveness within the energy sector (MarketLine, 2023).

Arrival of Batteries at Renewables Storage Project: SSE's recent achievement of receiving batteries for its Renewables Storage Project in Salisbury marks a significant milestone in its journey towards achieving net-zero ambitions. This project underscores SSE's dedication to renewable energy storage and its role in ensuring grid reliability, which is crucial for a sustainable energy future (MarketLine, 2023).

Seagreen Offshore Wind Farm Operations: The successful launch of operations at Scotland's Seagreen offshore wind farm marks a major milestone for SSE. As offshore wind plays a crucial role in renewable energy development, SSE's participation in this project positions it as a strong contender in the clean energy market while making a positive impact on environmental sustainability (MarketLine, 2023).
Evaluating Sustainability efforts and Recommendations 
SSE faces various sustainability challenges due to its extensive and complex business operations, which necessitate diligent management (SSE, 2023). The matrix below represents the results of a comprehensive materiality assessment. The sustainability issues located in the top right-hand corner are the ones that have the greatest impact on SSE and are areas where SSE possesses significant influence.[image: A diagram of materiality impacts
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(SSE, 2023) 
The company's commitment to sustainability closely aligns with its strategic approach and adaptability to climate change. This commitment encompasses the following key initiatives:
1. The promotion of sustainable energy generation.
2. Ensuring the availability and dependability of energy services.
3. Effective management of the supply chain.
4. The development of a skilled and capable workforce.
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(SSE, 2023)
[bookmark: _Toc153527518][bookmark: _Toc153527580]Recommendations 
Financial Health: SSE should closely monitor its financial health and seek strategies to mitigate consecutive years of negative Gross Margin. This may involve cost optimization measures and a review of core operations.
Financial Planning: Maintain a disciplined approach to financial planning, ensuring that all investments are aligned with the goal of achieving returns greater than the cost of capital.
Value Proposition: The company should continue to emphasise its customer-centric approach and invest in innovative solutions to further enhance customer satisfaction and loyalty, as intangible asset. 
Community Engagement: SSE should expand its community initiatives and engage with local communities to strengthen its social responsibility efforts.
Sustainability: Continue investing in sustainable projects, such as electric vehicle infrastructure and renewable energy, to align with the global shift toward cleaner and more environmentally responsible energy sources.
[bookmark: _Toc153527519][bookmark: _Toc153527581]Conclusion:
 The company is steadily progressing towards its strategic objectives by demonstrating adaptability and flexibility in its approach, while efficiently managing projects and resources. The successful implementation of diverse strategies underscores its commitment to achieving a competitive advantage. To further enhance its competitive edge, the company must prioritise obstacle mitigation and maintain vigilant financial monitoring.
[bookmark: _Toc153527520][bookmark: _Toc153527582]Appendix: 
SWOT analysis:
The company's key strengths include its solid financial performance, liquidity position, and a stable market presence. However, its notable dependence on the UK market is a major area of concern. The company anticipates substantial growth opportunities through strategic initiatives, rising demand for wind power, and an expanding presence in the UK power market. Nevertheless, it must remain vigilant about potential challenges, including compliance with environmental regulations, competitive pressures, and the influence of unpredictable weather conditions on its future growth prospects. (MarketLine, 2023) 
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(MarketLine, SSE, 2023)

Gross margin 
Gross Margin = (Gross Profit / Total Revenue) * 100
For the year ending 30/03/2023:
 Gross Margin = (-159,700 / 12,490,700) * 100 ≈ -1.28%
For the year ending 30/03/2022:
Gross Margin = (-159,700 / 12,490,700) * 100 ≈ -1.28%
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Figure 9.3 Porter’s Diamond — the determinants of national advantages
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