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Iberdrola is the second largest producer of electricity in the Spanish state and the first
energy corporation on the Spanish stock market.” In 2012, it was the second largest
energy corporation in Europe, with 2.8 billion euros in revenues, at a time when the
country was suffering from the crisis for the fourth consecutive year and new concepts
like “energy poverty” were appearing.’

The corporation emerged in 1992 from the merger of Hidrola (Hidroeléctrica Espanola)
and Iberduero. Both date back to the beginning of the local energy supply in Euskal
Herria (Basque Country) and the electrification process, in a region that had attracted
the earliest forms of industrialisation in the Spanish state. During the Franco regime
(1937-1975), Iberduero was one of the first Spanish energy companies created. These
companies served as the basis of Franco's new model for large infrastructure works
- hydroelectric, coal and nuclear power stations — that were responsible for electrifica-
tion, but also major social conflicts.

lberdrola’s expansionism: the cases of Brazil and Mexico

Iberdrola’s expansion in Latin America in the late 1990s took place at a time when
neoliberalism was at its peak. The requirement to pay back their debt allowed the
International Monetary Fund (IMF) to impose structural adjustment plans and led to
the privatisation and liberalisation of the most strategic sectors of the Latin American
economy, including the energy sector.
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As part of its internationalisation strategy, Iberdrola set up in several Latin American
countries (Brazil, Mexico, Colombia, Chile) at first. In some cases, however, it was forced
to leave due to poor management and abuses (Bolivia and Guatemala).® Its operations
are currently concentrated in Brazil and Mexico, as well as the United States, Greece and
the United Kingdom (where it absorbed Scottish Power), and another thirty countries.*
In recent years, its business abroad has grown considerably. In 2012, for example, its
operations in the Spanish state only represented 25% of its net profits (2.8 billion euros),®
and the bulk of its investments were expected to be concentrated in the United Kingdom
(41% of the total), Latin America (namely Mexico, with 23%) and the United States (17%).¢

Iberdrola has become one of Spain’s four main energy groups.” These groups can be
considered an oligopoly, as together they share companies, dictate policies, run lobby
groups and employ the same energy model. Iberdrola is also one of the world’s largest
electricity corporations, with 31.7 million clients around the globe, and ranks 133 on the
Forbes list of the biggest transnational corporations in the world.®

Its business abroad has been so profitable that in 2014, during its conflict with the
Spanish government over the electricity reform the latter had proposed, Iberdrola
President José Ignacio Sadnchez Galan announced that the corporation would not invest
in the Spanish state and would only do so in countries offering favourable conditions.” It
justified its opting for the Latin American giants by arguing that both have “predictable
and stable regulations”, but also due to their favourable production conditions.'

The contrast between [berdrola’s greenwashing
and its wager on thermal power plants and large dams

Just as the energy system was being brought into question by climate change, Iberdrola
began to implement an aggressive “greenwashing” policy."" It launched a major public-
ity campaign consisting of advertisements that associate its operations with images of
pristine nature, forests, and streams or waterfalls filling — for example — a green cube of
water, all tinted green. This strategy includes the use of a new logo (a leaf, a drop of water
and a sun) to convey the idea that the corporation only produces renewable energy. It also
created a new affiliate dedicated exclusively to renewable energy, Iberdrola Renovables,
which it later reabsorbed in 2011.

With the creation of this logo, all publicity was focused on this subsidiary, meaning that
Iberdrola’s name became associated solely with this kind of energy. The reality, howev-
er, is quite different. Iberdrola continues to operate thermal power plants run on coal
and fuel oil, as well as new combined cycle and nuclear plants, and large hydroelectric
dams. As indicated on Iberdrola’s electricity bills, in 2013, depending on the time of year,
between only 8.9% and 11.3% of the energy comes from renewable resources.
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Iberdrola in Brazil

Iberdrola’s good relations with the Brazilian government could be seen at the energy
corporation’s shareholder meeting held in March 2014, to which Brazilian ex-president
Luiz Indcio 'Lula’ da Silva had been invited. Lula, who stated that Iberdrola’s participation
in the Brazilian economy was crucial, facilitated the entry of Iberdrola and other transna-
tional corporations into Brazil, despite the fears his election raised among transnationals
due to his affiliation to the PT (Partido dos Trabalhadores, or Workers' Party) and his trade
unionist past.”In 1997, lberdrola acquired 39% of Neoenergia and, in 2011, took control
of Elektro, the sixth largest electricity distribution company in the country. By doing so,
it became the largest distributor of electricity in Brazil, with over 40 million consumers,
which is 20% of the country’s population.

Structural adjustment programs forced Brazil — a country where the energy system was
entirely publicly owned - to put its state enterprises up for sale, often at much lower
prices than what they were actually worth and with the active support of the Brazilian
National Development Bank (Banco Nacional de Desarrollo Econémico y Social, or
BNDES). The Brazilian government played a fundamental role in this process, as it intro-
duced a series of laws and constitutional changes that, among other things, put an end to
the distinction between national and foreign companies and eliminated the cap on own-
ership by foreign capital. Furthermore, state enterprises were prohibited from receiving
loans from the government and being the majority shareholder of investment projects.
The federal government also created several agencies to favour energy corporations.'
The BNDES itself served as the vehicle for investing public funds in these private energy
companies, including Iberdrola’s subsidiaries. In 2009, the BNDES disbursed around b4
million euros, of which 75% were allocated to large corporations from the energy sector.'

One of the most important resources that the Brazilian government has put at the service
of major transnational energy corporations is undoubtedly water. It is astonishing that in
a country where hydropower represents 80% of the energy matrix and production costs
are reduced (energy corporations are not charged for the use of water, for example),
energy is so expensive. In fact, the inhabitants of the 60 million households in Brazil pay
25% more for electricity than people in France, where 76% of the energy matrix is from
nuclear power and therefore, has higher production costs.'

In Brazil, Iberdrola owns six cogeneration plants, one combined cycle station,'” one wind
farmand 11 hydroelectric dams, as well as the Baixo Igaucu, Teles Pires and Belo Monte
dam projects. |berdrola has particularly benefited from Belo Monte, which will be the
third largest dam in the world. This project is an enormous social and environmental dis-
aster, as it will affect 516 km? of forest (64.5 hectares in Permanent Preservation Areas,
or APP for their acronym in Portuguese), 11 municipalities, nine indigenous territories
and 30 indigenous communities. It will cause the displacement of thousands of people,
including 50,000 indigenous peoples.'®
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Iberdrola in Mexico

Iberdrola arrived in Mexico in the early 1990s under the reforms adopted in the frame-
work of the North American Free Trade Agreement (NAFTA) with the United States
and Canada."” The reforms included changes to the Public Electric Energy Service Law
(Ley del Servicio Publico de Energia Eléctrica, LSPEE) and Article 27 of the Constitution
to allow for the purchase and sale of communal lands.?

The first reform permitted private capital to enter the electricity generation sector and
engage in activities that only the public sector had been allowed to operate since the
adoption of the energy reform in 1938 by President Lazaro Cardenas. Article 27 (par-
agraph 6) of the Mexican Constitution establishes that “It is exclusively a function of
the Nation to generate, conduct, transform, distribute and supply electric power” and
that "No concessions for this purpose will be granted to private persons”.?' Therefore,
the reform of the LSPEE, which benefited corporations like Iberdrola, was illegal. On
20 December 2013, a reform passed by President Pena Nieto took privatisation one
step further. This reform has been the object of harsh criticism: on 19 March 2014,
approximately 10,000 people protested against it in Mexico City's main square, Zécalo.
lberdrola currently has six wind farms (five in Oaxaca),?? six combined cycle stations
(the last one, the Baja California Il station, was authorised in January 2014), two co-
generation plants and two thermal power plants in Mexico.

Iberdrola Renovables, and later Iberdrola itself, concentrated its renewable resources ac-
tivities in the area of wind energy — namely large wind farms that, as we will see shortly,
have been strongly questioned due to their extensive impacts on the environment, society
and the landscape.

The company’s “green” image clashes with its wager on highly polluting and destructive
forms of energy such as the new combined cycle plants or hydroelectric power. The for-
mer is based on liquefied natural gas that, being a new technology, is much more efficient
than the conventional thermal stations in terms of emissions, but still generates large
volumes of carbon dioxide and other greenhouse gases. Furthermore, it is important to
keep in mind the socio-environmental impacts associated with the extraction and trans-
portation of natural gas. They can be seen in the case of Nigeria, which is where the gas
Iberdrola uses in its plants in the Basque Country (Santurtzi, Bahia de Bizkaia, Castejon)
comes from. There, the extraction (of both oil and gas) has had serious and irreversible
effects on the people and the environment due to repeated oil spills and gas flaring, which
corporations continue to perform with total impunity.?® This also involves the contamina-
tion of the water that the environment and thousands of people depend on.
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To this, one must add the effects of hydraulic fracturing or “fracking” — an oil and gas
extraction technigue that causes major environmental and social impacts and has gen-
erated protest in the countries where it is being used, namely the United States where it
was first introduced.?* In June 2014, Iberdrola signed a contract with US-based Cheniere
Energy for the purchase of liquefied natural gas (LNG). The 20-year contract is for 0.4
million annual tonnes initially, and 0.8 million as soon as a third train at its Corpus Christi
Liquefaction plant in Texas is ready.?®

It is worth noting that these power plants benefit from emission allowances that the
European Union grants to combined cycle plants for free (valued at 1.6 billion euros
in 2011).% Iberdrola is the owner (or co-owner) of eight of these kinds of plants in the
Spanish state, five in Mexico, seven in the United States, one in Brazil and four in the
United Kingdom. Before the economic crisis erupted in 2008, the corporation had planned
to build many more, but it had to desist due to the fall in demand and the burst of the
real estate bubble. As in the case of its unbuilt nuclear plants, this goes to show that
Iberdrola’s model (which could be called the “neoliberal energy model”) is not meant to
respond to real energy needs, but rather to pure economic speculation, as the power
plants, infrastructure and production are not proposed to satisfy a demand, but rather to
generate profit. Perhaps the most illustrative case is that of Iberdrola’s plant in Castejon,
in the Spanish state, that did not produce one single kilowatt of energy in 2013 (even
though it has a 86 MW capacity and was only built in 2001).

Hydroelectric dams, of course do not require fossil fuels, but even so, cause severe envi-
ronmental impacts, which arise from the entire construction and damming process, not
to mention the methane emissions released by the decomposition of forests that have
been submerged by a dam. Methane emissions contribute more to the greenhouse effect
than carbon dioxide does. Furthermore, the dams block the river’s flow, which has obvi-
ous consequences for the environment. Large hydroelectric projects are not an energy
alternative, nor an alternative to climate change.?®

Iberdrola strengthens gas, combats
renewable energy sources

Iberdrola’s greenwashing clashes with its belligerent policy against renewable energy
in the hands of small producers.In 2011, the Spanish Association for the Thermoelectric
Industry Protermosolar expelled Iberdrola for acting against the interests of the ther-
mos-solar sector.?? In October 2013, Iberdrola president Ignacio Sadnchez-Galan declared,
“If the production of solar and photovoltaic energy was suspended, the electricity bill
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would drop 10%".%° In addition to these declarations, the corporation took out advertise-
ments in several newspapers affirming how expensive renewable energy is.

That same year, Spain's Partido Popular government heeded the proposal of Iberdrola
and other major energy corporations®' and reduced the electricity tariff deficit by 6 billion
euros by eliminating subsidies for renewable energy sources, among other measures.
With this cutback, renewable energy producers were unable to compete with the large
electricity corporations.?? The government also introduced a regulation® to stop elec-
tricity generated by solar farms and domestic surplus from being fed into the power
network. Until then, policies for the promotion of renewable energy sources gave priority
to the entrance of this type of electricity into the grid. The reason for this change was that
due to the crisis and the excessive expansion of the energy sector,® the large electricity
corporations did not have an outlet for all of the electricity they produced and opted for
trying to limit small renewable energy producers (50,000 solar farms in the country).

Before the crisis, Iberdrola and other major energy corporations focused on combined
cycle power plants, which were presented as less polluting than other thermal stations,
more efficient and based on cheap fuel: natural gas imported in optimal conditions from
subjugated countries (Nigeria, Algeria, etc.). In a 10-year period, in the Spanish state, com-
bined cycle plants with a total capacity of 27 GW were built.3® In 2007, applications for 50
to 60 permits to construct combined cycle stations in the Spanish state were submitted.
Obviously, due to the real estate and energy crisis, they were not built; this was the case
of Iberdrola’s Miranda de Ebro (800 MW) project, the expansion of Castejon (400 MW),
another one in Santurtzi and it is understood that the Pasaia thermal station was to be
replaced by Superpuerto, Langreo (1100 MW), etc. In 2012, half of the combined cycle sta-
tions in the Spanish state were inoperative; Iberdrola’s Castején did not produce not even
one kilowatt of energy that year.3¢ In 2014, Spain's regasification network operated at less
than 30% of its capacity, and the combined cycle stations, only at 20% throughout the year.
80% of the time, they were not operating.’” What is more, Iberdrola together with another
8 major European energy corporations® proposed measures to the European Parliament
to increase Europe’s dependency on fossil fuel and reduce renewable energy sources.”

Later, due to the expensive expansion that Iberdrola and other energy corporations resort-
ed to, Iberdrola requested the closure of its own stations — including ones that were not
very old, such as the Arcos de la Frontera combined cycle station (1600 MW, from 2005)
in 2013, orin 2014, one of the three groups of the Castelldn (1,647 MW, from 2002, which
substituted the old conventional power station) whose production had been reduced by
70% since 2011 and only operated for a few hours a day. In this context of electricity plants
operating below capacity, in addition to doing away with renewable energy sources, the
large electricity corporations predicted that establishments with a joint capacity of more
than 5,000 megawatts could be eliminated from the Spanish power grid.*
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Mega-wind farms in Oaxaca (Mexico) and
on the islands of the Aegean Sea (Greece)

In addition to presenting a more positive and “green” image to the public, wind power
projects are highly profitable — not only because of the energy they produce, but also
all of the economic incentives they receive for their so-called ‘contribution’ to climate
change mitigation. In many cases, they are considered “Clean Development Mechanisms”
(CDM) by the UN. Therefore, despite their low participation in Iberdrola's matrix (14.99%
in 2005-2012), renewable energy represents 39.95% of its total profits.*’

This sector also benefits from public incentives.*? For example, in 2009, Iberdrola
Renovables received 329 million euros in subsidies from the Spanish state and in 2010,
another 743.8 million. In the United States, it received over 1 billion dollars from the
government’s stimulus package for renewable energy, and in the United Kingdom, it
benefited from the Renewable Energy Act. Accepting government incentives and many
other benefits is contradictory to the repeated affirmation of major transnational corpo-
rations — such as Iberdrola — of the desire to minimise state intervention in their affairs.

As declared CDMs, corporations like Iberdrola obtain carbon credits, which grant them
the right to pollute other places based on the theory that they can compensate for this
pollution with these projects. This is the only way the wide array of wind power projects
that have invaded the Isthmus of Tehuantepec can be understood: 23 farms and 2,000
wind turbines, whose numbers are predicted to grow to 5.000. Iberdrola participates in
the Spanish Carbon Fund (SCF), which also decides which projects meet the necessary
requirements to obtain funding. This is the case of the La Venta Il farm in Oaxaca. Backed
by the World Bank, the SCF has 278.6 million euros.*?

Despite the profits renewable energy generates for the corporation, the massive wind
farms it has built in places like the Isthmus of Tehuantepec or the Aegean Islands are
very far from having positive impacts on the people living nearby. In both cases, the goal
is to develop large-scale production facilities geared towards foreign markets, while
localinhabitants and neighbouring communities are the ones who end up being affected.

In Oaxaca,* Iberdrola, together with other corporations such as the Spanish construction
company Acciona and with the financial support of the BBVA bank, have seized the land
of indigenous peoples (Zapoteca and lkoojts).*® This land is particularly vulnerable, as
ownership is communal and therefore, there are no individual property deeds. In this
Mexican state, Iberdrola’s has three wind farms (La Ventosa (102 MW), La Venta Ill (102
MW) and Bii Nee Stipa (26 MW), plus Gamesa's Dos Arbolitos farm, of which it co-owns
20%)“ on approximately 60,000 hectares of collective property. They generate 1,263
MW (only 10% of the energy generation capacity that is estimated for this region).*’
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All of the windfarms together add up to 2,000 wind turbines, and the installation of some
5,000 is being considered.*®

Iberdrola together with its business partners Gamesa and Acciona will be among the
ones that benefit the most from the new Mexican plan to increase wind power production
by investing 12 billion euros between 2015 and 2019.%

Iberdrola’s wind project in Crete and other Aegean islands in Greece (los, Lesbos and
Lemnos) must also be mentioned. Launched in 2004 via its Greek affiliate Rokas, the
project originally included 17 wind farms. Two years later, the number of farms grew to
44, with a total capacity of 1,636 MW. The farms’ locations coincide with not only archae-
ological sites, but also protected zones. This implies that the project’s environmental
impact has been underestimated, as it affects bird life and species such as the mastic
tree (with its edible resin), which are essential to the local economy. These megaprojects
have the additional risk of exacerbating erosion: since they are built on the islands’ peaks,
they involve clearing the vegetation in the area, building access roads, etc. Furthermore,
the project underestimated the local communities on the islands and their economic
activities, and built the wind farms close to inhabited towns and land. The communities
did not have information until they held protests. These elements were denounced at the
popular tribunal organised by various social organisations and jurists from the Spanish
state and Latin America on 30 October 2013 in Bilbao.*

Iberdrola’s nuclear past and present

Nuclear energy was introduced in the Spanish state during the Franco regime. One of the
main driving forces behind this kind of energy was Iberdrola’s predecessor, Iberduero.
In Euskal Herria (Basque Country), its place of origin, the company is associated with
nuclear energy and with the movement fighting against it (precursor of the ecologist
movement). In fact, this movement and the constant popular mobilisations succeeded
in stopping a nuclear power plant from being built in Lemoniz and in paralysing three
other projects.

Even so, both Iberduero and Iberdrola continued to develop this type of energy, which
has been and continues to be the target of many campaigns and mobilisations. This is
especially true now, as in addition to all the subsidies and moratoriums it has received,
the company got the government to make changes to a law and give it 150 million euros
to keep its ancient Garona plant (43 years of existence) open.” What is more, this author-
isation to maintain the plant operating came at a time when, in addition to being so old,
the plant had already accumulated a track record of numerous accidents and shutdowns.
All of this is happening now despite the fact that after the Fukushima accident, many
countries decided to eliminate this type of energy production.
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In addition to Garona, Iberdrola has the Almaraz, Ascé Il and Vandellés Il power sta-
tions (Endesa is the co-owner of all three) and Confrents (Iberdrola owns 100%). These
plants soon found themselves in the same situation as Garona, but it appears that the
government is proposing to keep them operating as well. Iberdrola is also involved in
plans with GDF Suez on a new nuclear station NuGeneration (NuGen) in Cumbria (United
Kingdom),®? participates in a consortium for reactors 3 and 4 of the Cernavoda station
(Romania; abandoned due to the crisis), and in nuclear engineering projects such as the
modernisation of the Laguna Verde station (Mexico). It also is part of the Iter nuclear
fusion reactor project.®®

Iberdrola: macro-profits, macro-salaries
and macro-skyscrapers

In the midst of the crisis, itis remarkable how much profit Iberdrola generated. Between
2008 and 2013, the corporation earned nearly 14 billion euros, which represents net
profits of close to 3 billion euros per year.®

This number also stands out against the results other European corporations obtained
during the crisis. With a turnover of 16.5 billion euros, Iberdrola obtained 1.5 million
euros in profits (a similar percentage to that of other Spanish energy corporations).
Meanwhile, giants like E.ON, with 61.9 billion euros in revenues, only produced 828
million euros in profits; and French-based EDF, with a turnover of 35.6 billion euros,
earned 1.8 billion euros in profits.®®

Similarly, since the beginning of the 2008 crisis, while peoples’ wages fell, unemploy-
ment rose and electricity bills increased 323% (tariff) in Spain, the salary of Iberdrola
president José Ignacio Sanchez Galan increased 119% from 2009 to 2012, reaching
6.2 million euros per year.* In the first half of 2014, Sdnchez Galan earned 7.58 million
euros, an average of 42,000 euros per day.”” His astronomical wage was criticised by
British parliamentarians.®® Economics professor Roberto Centento called for the trial
and imprisonment of Sdnchez Galan and his 13 advisors for having salaries that were
30 times higher than those of their counterparts at Japan's third-largest electricity
corporation (much bigger than Iberdrola) and five times higher than those of their col-
leagues at the E.ON power company.*’

72



Popular Tribunal against Iberdrola, Bilbao,
October 2013 / Ekologistak Martxan

Poster for a protest held to
denounce Iberdrola and BBVA,
Bilbao, 2013 / Ekologistak Martxan
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Poster from one of the gatherings of
movements resisting wind farms in
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Conclusion

Iberdrola has continued to expand abroad using the policy that has characterised the
corporation since its origins as an oligopolistic company in the Spanish state, where it
imposed a way of producing, distributing and commercialising energy based on max-
imising profits and disregard for popular sentiment and needs. When it entered Latin
America and other countries, its actions were guided by the same principle, as well as
the hegemonic position it was afforded by the economic situation and the way it ap-
propriated other companies (backed by structural adjustment programs, privatisation,
etc.). In this modus operandi, the arrogance that is typical of transnational corporations
can be clearly seen. Its objective was to increase its portfolio, its expansion zone and,
of course, its profits and position in the ranking of major energy corporations, without
getting to know these countries, their markets and much less their people and their
needs. It has caused major conflicts, which forced it to rapidly leave some countries. In
the countries in which it continues to operate (Mexico and Brazil), it has obtained some
very favourable conditions thanks to the invaluable collaboration of their respective gov-
ernments. In both countries, its social and environmental impacts are many and severe,
which has sparked mobilisations and denunciations from environmental movements,
user organisations, civil society platforms and other groups. These groups are already
proposing changes to billing and production, and even an alternative energy model ruled
by other values, such as understanding energy as a right and not just a way to generate
profit for a few, and seeing users as more than mere consumers. It is no coincidence
that Iberdrola’s high point as a company coincides with this expansion, which is thanks
to the profits it transfers from these countries to its headquarters. More than just an ap-
propriation of resources, this transfer is often disproportionate and abusive, and, given
the impacts it causes, can be considered a new process of colonialism.
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