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Many studies have been carried out about the role of investment in inter-
national electricity markets, with special attention paid to qualified agents in
the constitution of the first urban systems. A most recent and important work
is the book Global Electrification.! In the research, Hausman, Hertner and
Wilkins (2008, p. 4) describe the “role of multinational enterprise and inter-
national finance in making global electrification possible”. The authors iden-
tify electrification as a global phenomenon that has been linked to various
development models since its inception at the end of the 19th century. Mul-
tinational corporations and international finance had a crucial influence on
global electrification. Business strategies, under changing leadership over
time, followed patterns that transcended the national framework. As Ferrei-
ra and Bartolomé (2019) have emphasized, the strategies of multinational

* The concepts of “Levant” or “Levantine”, criticized at present for their ambiguity and
lack of definition in historical and administrative terms, are used in this article for purely prac-
tical reasons to refer to the electricity companies that were developed in the provinces of Cas-
tellon and Valencia. We have left to one side the activities of other companies developed in the
province of Alicante, because they were outside the regional electrical system configured in
East-Central Spain before the 1950s.

1. Partial approaches to the intricate world of foreign investment had been made in pre-
vious research from different points of view. Several authors identified the characteristics of
the host countries, where electrification was linked to the performance of companies and the
behavior of international finance (Doria & Hertner, 2004). Previously, in the so-called battle
of the electricity systems, other studies made a connection between the electrotechnical man-
ufacturers and the strategies of the financial entities (Hertner, 1986; Segreto, 1992; David,
1992). Some authors have gone further into the study of national varieties that holding com-
panies and investment companies set up in Europe (Broder, 1984; Lantier, 1994; Segreto, 1994b
and 1994c; Bussiere 1992; Paquier, 2001).
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electricity companies (trusts-consortia-holding companies) adapt to complex
problems, some common to those of other network industries and others sec-
toral (technological, economic and political), that allow understanding of
their organizational evolution.?

Among these problems, perhaps one of the least studied —the object of
this article— is recognizing the interactions of foreign investments with local
electricity companies because, ultimately, they were the ones that determined
the different national/regional electrical configurations and developments.?

The presence of foreign investment was relevant to the development of the
Spanish electricity market until the 1960s.* International studies suggest that
throughout the three waves of foreign investment until the Second World War,
the participation of foreign financing in the Spanish electricity sector remained
at similar percentages to that in the rest of the peripheral countries, although
higher than that in the countries with early industrialization, that is, almost
a third of the total investment (Hausman, Hertner, & Wilkins, 2008). Since
the national investment is the dominant component, Spanish experts have fo-
cused on the success of regional capital, as well as on the importance of in-
dustrial banking, but much less on the role played by foreign capital (Valdal-
iso, 2006; Aubanell, 2007; Rubio & Garrués, 2016).°

Was foreign investment relevant in the configuration of the Spanish region-
al electricity markets? Based on what happened in other peripheral electrifica-
tions, to date companies and markets in Spain have been considered as merely
passive agents. These investigations began with Nufiez (1993), who studied the
case of the electrification of the southern peninsular and its connection with
Germanic interests, and continued with Capel (1994) and Fernandez (2009)
analyzing how gas companies with French capital diversified their investments
in the incipient business of electric lighting. The capitalization strategies of

2. These authors —without pretending to be exhaustive— among the technological fac-
tors, highlight the expansion of hydroelectricity and the formation of large distribution net-
works; among economics they highlight the “peak load problem” and the high sunk costs of
electricity investments; and, among politicians, those caused by World War I and the Great
Depression, which encouraged greater state intervention and a nationalist reaction to foreign
investment.

3. Hausman, Hertner & Wilkins (2008) explain, for example, how the largest Spanish elec-
tricity company of the first half of the 20th century, Barcelona Traction, Light and Power Com-
pany (1911) was created by Canadian businessmen following the financial model and operative
practices in Latin America. On this occasion, however, the Toronto group diversified the distri-
bution of its bonds into the traditional British market as well as into France and Belgium. Years
later, in 1924, the control of Barcelona Traction passed into the hands of the Belgian holding
Sofina, although it maintained its Canadian management, until its bankruptcy in 1949.

4. About the long-term impact of foreign MNEs on host economies focusing on the case
of Spain, as a late industrializing country, see Puig and Alvaro (2016).

5. In Latin America, for example, the opposite has happened. The importance of direct
foreign investments with respect to local investments is why the former has been given special
relevance by researchers. See, for example, the studies by Lanciotti (2008) and Saes (2013).
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large companies based in mature electricity markets, such as Catalonia (Al-
calde, 2004; Hertner & Nelles, 2007) and Madrid (Aubanell, 2007), were com-
plemented by Hidalgo and Garrués (2015), who analyzed the role played by
Belgian and English capital in the process of the oligopolization of the Le-
vantine electricity market until the 1950s.° Recently, Bartolomé (2012, 2014)
considered an international trend in Iberian electrification by studying Span-
ish companies that settled in other territories.

Curiously, for an electrical market such as the Spanish one, where tradi-
tional electrical systems have been dominant (Garrués, 1997, 2012),” the
analyses carried out to date in Spain have been limited to specific cases of
large companies —successful ones, of course —and the role of external fi-

6. The development of foreign investment in Spain in other peripheral markets, nearby
and economically related due to their weak industrialization, such as those present in the main
Andalusian cities or to the south of the Levant (Alicante and Murcia), are only comparable
with those analyzed in this article during first wave of investments carried out in the late 19th
and early 20th centuries (Nuiez, 1993). But these markets, on the contrary, are not a compar-
ative benchmark during the second wave of foreign investment. The leap in business scale and
scope, derived from the massive exploitation of hydroelectricity and the transmission of elec-
tricity over long distances, which transcends the business from the local to the regional, was
directed in these neighboring territories by national capitalism, probably because the dyna-
mism of its demand was clearly lower than the Valencian market (Tedde & Aubanell, 2006).

7. The term Traditional Electric System (TES) defines the evolution (origins, develop-
ment and crisis), characteristics and operation of the industrial organization established by
small and medium-sized electricity companies before the integrated electricity system (IES)
was consolidated (from the regional networks to national/international networks), as well as
the behavior of the businessmen who managed them; both protagonists of peripheral electri-
fication in Spain from the end of the 19th century until the Second World War, approximate-
ly. This definition is not closed; it is a construct that can be improved and adapted to other
variable economic and historical contexts as research on non-integrated systems progresses, in
this case for the Levantine electricity market.

In a stylized manner, the simplest TES was made up of local universal electricity compa-
nies (production, transport and distribution) with a production center and a consumption
center — rustic or urban — very close to each other. As of World War I, the expansion of hy-
droelectricity, thanks to the technical advances that generalized the transport of energy over
long distances, allowed large and medium-sized companies to expand their resource endow-
ment (reservoirs, production plants and distribution substations), while the geographical dis-
persion of the points of consumption expanded and their applications (domestic, industrial
and traction) intensified. Companies with sufficient financial muscle adopt, after increasing
investment, the minimum efficient scale to make profitable economies of scale, scope, network
and agglomeration derived from the dynamism of their consumer markets. The growth of the
electricity businesses, via horizontal expansion — due to the addition of production, transport
and distribution centers — gave rise to the formation of the first integrated electricity systems.
This growth also allowed an internal restructuring of the electricity businesses. A few large
electricity companies specialized in the most lucrative activity, the sale of electricity at high
voltage, leaving for new subsidiaries and/or old small and medium-sized universal companies
the less remunerative activities, the transport and distribution at medium and low voltage of
the least attractive points of consumption: rural areas and urban peripheries with lower pop-
ulation and industrial density. As a result of competitive struggles and collusive agreements,
and a weak system of state regulation, business integrated electricity systems, with uneven
rhythm and characteristics, from local to regional and even national levels, gave rise to the cur-
rent national integrated electricity systems.

75



Strategies of international financial capitalism and the integration of the Spanish electricity system: the Levantine coast

nancing in certain public services in more mature electricity markets. It is
necessary to clarify that this study does not intend to analyze the strategies
of the international electricity and financial companies, although it takes
them into account to study their effects on the organization of Spanish elec-
tricity, mainly from the information offered by its subsidiaries and compet-
itors.® For this reason, the object of this paper is to determine the impact that
foreign capital had on local business strategies and, thus, on the configura-
tion and dynamics of the new integrated regional electricity systems.

The article, building upon a good number of primary sources located in
the Iberdrola Historical Archive in Alcantara (Caceres),’” as well as the second-
ary ones cited in the text, is organized in five sections. The first presents the
German-Swiss and Belgian international financial groups that acted in the Le-
vantine market: Elektrobank, Sofina and Electrobel. The second section de-
scribes the first foreign interventions from the early 20th century to the 1920s:
Lebon, Electra Valenciana and Hidroeléctrica del Turia. The third section fo-
cuses on the competitive struggle in the dynamic 1920s, taking into account:
(a) the initiatives of English capital, SAFE and its subsidiary Cooperativa Va-
lenciana de Electricidad, (b) the strategies of Electrobel-Hispanobel, and (c)
the productive integration concerning the Turia river: REVA and Elektro-
bank. The fourth section explains how the market went from being a compet-
itive market to an oligopolistic market, mainly showing the strategies of
LUTE and Hydroelectric Group. The last section, taking into account the in-
cidence of foreign investment in the integration of the Levantine electricity
system based on collaboration/inter-company competition, reopens the de-
bate regarding the asynchronous consideration of the theoretical model of
local monopolies regarding the Spanish case.

Who were the most important international actors in the Levante market?
The German-Swiss financial groups and the Belgian connection

The main electrical manufacturing companies in Germany and Switzer-
land, in the form of holding companies, financed, managed and invested in

8. In this work, the strategies of the holding companies have been analyzed based on
their results in the Levant and taking into account, mainly, the information provided by their
subsidiaries.

9. This archive contains quantitative and qualitative information on Spanish companies,
as well as those that were initially formed as subsidiaries of foreign interests in Spain. The in-
formation consulted is the following: Hidroeléctrica Espafola. Correspondence with Bernardo
Gomez Igual (1925-1928) and Correspondence with Union Eléctrica Levantina (1917-1936);
Collection of documents of subsidiary companies. LUTE minutes of the sessions of the Board
of Directors (1930-1960) and Volta, S.A.; and other documentation (1913-1960).
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foreign electricity companies.'” As part of the wave of investment funds that
began in 1890, another holding group was developed in Belgium at the end
of the 19th century, also attracting capital from other countries —French and
German. The intensification of capital in the electricity business from 1890
encouraged the development of consortia of investors in foreign ventures.'
Some of them were developed in the form of “unternehmergeschdft”,"* with
the support of investment and/or portfolio companies. These companies were
a combination of financial companies and operators that either worked di-
rectly in foreign markets or under more or less independent subsidiaries and
binding contracts for the acquisition of electro technical equipment.'®

Elektrobank was behind almost all the German'* investment initiatives in
the Levantine electricity sector,'> whose purpose was to extend the electricity
business of Catalonia to the Levant and, with it, the use of electro technical
material from AEG [Figure 1]. This German holding, linked to Deutsche
Bank, controlled a large network of financial interconnections, with the par-
ticipation of Swiss, French and Italian banks. In the strategy of concealment
of German assets after the First World War, Elektrobank acted by making
extensive use of indirect control systems'® during the interwar period. The
agreement signed by GE and AEG in January 1922 verified the reduction of
the Franco-Belgian holdings and the sustained increase of US interests (Mor-
gan Group/General Electric), which took control of Sofina.!’

Sofina was set up as a German holding company in Brussels (1898).!® For
three decades it dominated, as the policy coordinator of AEG, one of the

10. Sureda (1959); Broder (1982) (1985a); Feldman (1990); Bussi¢re (1992); Hertner
(1987); Segreto (1994a); Loscertales (2002); Doria and Hertner (2004); Hausman, Hertner and
Wilkins (2008).

11. Ferreira and Bartolomé (p. 337).

12.  “Unternehmergeschdft” is a German word used to define those types of electro-man-
ufacturing holding companies in Germany and Switzerland that founded and financed service
companies, especially electricity ones, with the main objective of opening up a market for their
products, especially in the European periphery and in South America due to its high aversion
to the risk of local capital.

13. In 1914, for example, the Swiss holdings Elektrobank and Indelec had direct and
shared investments in 16 European countries. Since 1906, Elektrobank negotiated the shares
of the Compaiiia Barcelonesa de Electricidad in several European stock markets. In 1944 al-
most half of the 80,000,000 pesetas of the capital stock of Compania Sevillana de Electrici-
dad was in the hands of Elektrobank. The work of promoting the sales of Swiss products in
Spain from 1917 to 1944 meant that orders were placed with the Swiss industry for an amount
of more than 41,000,000 Swiss francs. Marguerat and Roulet (1992).

14. His registered offices were in Switzerland (1895).

15. E.g., the lighting proposal to the City Council of Valencia in 1906.

16. Normally the parent group, in the form of a Swiss nationality trust, controlled its
subsidiaries through direct and/or cross-company participations.

17. Broder (1985a, p. 93); Mall6 (2011, p. 169).

18. Heineman (1929) (1931); Broder (1982) (1985a) (1985b); Kurgan-Van Hentenryk
(1987); Bussiere (1992); Brion (1994); Dalla-Corte Caballero (2006); Duchenne (2008); Haus-
man, Hertner and Wilkins (2008).
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most powerful multinational groups on the planet. Likewise, its origins were
linked to the introduction of General Electric’s financial practices and meth-
ods for Europe." Sofina progressively consolidated a vast and complicated
global system of interconnections (holdings, subsidiaries and operating com-
panies), playing a fundamental role in the protection of German internation-
al interests. From 1929, the restructuring of Sofina made the holding more
global,” and its wide variety of international shareholders®* and provision of
public services was impressive.”? Sofina’s investments in Spain should be in-
terpreted in light of the business opportunities that were able to arise from
“electric Europe”, organized in a federal way but unified from a financial
point of view. This project coincided with the extensive reorganization/con-
centration of electrical interests within investment and merchant banking in
the first half of the 1930s. At this stage, in fact, the large Belgian companies
specializing in the electricity industry, such as Sofina and Electrobel, were
consolidated.

The concealment of the property was repeated in the case of the Electro-
bel Group, the creation of Hispanobel (October 1929), and the subsequent
process of control of REVA.

Electrobel was a creation of Banque de Bruxelles, whose main sharehold-
ing was German, which had the support of Banque Paribas* and the Société
Générale de Belgique before the First World War. Given the Belgian depend-
ence on American and German technologies and given Paribas’ need to revise
its electricity strategy in the mid-1920s, Electrobel sought the forming of an
international electricity group that would end the German hegemony of Sofi-

19.  GE created UEG in 1892 as a foreign affiliate, becoming its main subsidiary compa-
ny in Germany until in 1904 all UEG holding companies became dependent on AEG. In 1898,
when Sofina was created, UEG was a foreign subsidiary of GE; in 1894, UEG constituted Ges-
fiirel. Both UEG and Gesfiirel formed part of the constitution of Sofina, therefore, GE was
linked to Sofina. UEG controlled 64% of the founding capital, while Belgian financiers invest-
ed the rest.

20. Thus, Sofina sought additional financing on an international scale. On 19 October
1928, a new company was established — Trust Financiére de Transports et d’Entreprises Indus-
trielles — and on 22 January 1929, Sofina completed the merger with that company, transfer-
ring all of its assets and liabilities as well as its name. What emerged was Société Financiére de
Transports et d’Entreprises Industrielles (Sofina), the so-called new Sofina. Hausman, Hert-
ner and Wilkins (2008).

21. They included American, Belgian, British, French, Italian, Spanish, and even some
German firms.

“Although the Germans had become involved once more, Belgian interests were ‘the de-
ciding factor’ in the chain of command. Complexities and networks notwithstanding, Sofina
was a Belgian enterprise, with Dannie Heineman in charge.” Hausman, Hertner and Wilkins
(2008, p. 154)

22. 1In 1929, for example, its companies sold more than 3,750 TWh and transported more
than 800 million passengers.

23. Broder (1985a); Bussi¢re (1992).
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na in Belgium. Nevertheless, the failure of the Electrobel project is explained,
as part of the restructuring process of the European electricity sector at the
beginning of the 1930s, by the weak financial commitment of its main share-
holders, as well as by the tactical errors of its main promoter.?

The first foreign intervention: Lebon, Sociedad General de Electricidad
and Electra Valenciana

Before the first electricity factory was built in Valencia (1893),%¢ the French
industrialist Eugenio Lebon had set up a small experimental plant in 1872.%
In 1902, Eugenio Lebon y Cie was the most important company in the sup-
ply of gas and electricity. At the beginning of 1910, Lebon y Compaiiia had
two thermal power plants in Valencia (3,790 HP) to supply electricity to the
capital and ten nearby towns. In the face of the strong patriotic reaction that
arose during the Great War against foreign interests, Lebon ceded its munic-
ipal network to Electra Valenciana in 1921 (Tedde & Aubanell, 2006).

Previously, Lebon y Cie had signed an energy purchase contract with Hi-
droeléctrica Ibérica, which began operating in 1909 when the Molinar water-
fall (75 km) came into service. Ibérica’s strategy was to place its huge produc-
tive resources in the Levantine market, without entering into competition
with its traditional distributors, but rather offering them a price that would
allow them to expand [Table 1]. This policy was intensified when the domi-
nant position of Ibérica (Espafiola in the Levant) was initially threatened by
Electrobank. In fact, the Swiss holding company, holder of three waterfalls
in the river Mijares, competed for Valencia’s public lighting contract.

24. 1In 1927, the Belgian groups studied separately the rationalization of their regional-
ized electricity market under the control of a central body. The solution of Henri Urban
(Chairman of Paribas) was to merge the participating companies, giving rise in January of
1929 to Electrobel. The new French-Belgian group (with a portfolio of 2,500 billion francs and
direct electricity operators in Belgium and indirect subsidiaries in Europe and the Middle East)
became a clear rival of Sofina. However, the rivalry between two of its three main control
banks (Banque de Bruxelles — 50% — and Société Générale —13%) was its main weakness. Its
control group was divided between Banque de Bruxelles (50%), Paribas and its group (30%)
and Société Générale (13%). ;

25. The poor integration of Banque Paribas’ strategies in the group required Electrobel
not to interfere, against the consolidation policy of Urban, in the relations maintained between
its subsidiaries and those of Sofina.

26. The earliest French presence in the Levantine public lighting service occurred in the
city of Valencia, in 1853, with the gas company Lebon padre e hijo, Cie.

27. The first thermal power plant for commercial purposes in Valencia was set up in 1882
in the Plaza de San Esteban by Sociedad Valenciana de Electricidad, a subsidiary of Sociedad
Espanola de Electricidad created in Barcelona.
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TABLE 1. = Water turbines belonging to Hidroeléctrica Ibérica linked
to the Levantine market (1904)

Power (HP)
Production River Place km
Dry season Average of consumption
water
Molinar (Albacete) Jucar 14,000 21,000 Valencia 75
Alcoy 80
Alicante 90
Fanzara (Castellén) Mijares 2,300 4,600 Castellon 30
Total 44,535 89,970

Source: La Energia Eléctrica (1904). n® 9, 10 de mayo, pp. 178-179.

In 1913, foreign capital made one of the first attempts to cartelize the Le-
vantine electricity market through Sofina*® —not Barcelona Traction, the
dominant company in the Catalan market, as the press claimed” —when
Eduardo D. Trowbridge tried to create the Sociedad General de Electricidad
de Valencia. This group wanted to use substantial amounts of energy (40,000
HP)* to reach an agreement with all the distribution companies in the elec-
tricity market in Valencia. To the extent that this company was not successful

28. Not Barcelona Traction, the dominant company in the Catalan market, as the press
claimed. See the interesting explanation in La Energia Eléctrica (1913, p. 272). AISA. Hidro-
eléctrica Espaiiola, S.A. Correspondence with subsidiaries. Correspondence with Electro-Hi-
draulica del Turia (1930-1936). AISA. Hidroeléctrica Espaiiola, S.A. Correspondence with
subsidiaries. Correspondence with Electra Valenciana (1910-1915). “In 1912, AEG and its
partners sold most of their Barcelonesa stock to F.S. Pearson. This Canadian group founded
a company called Barcelona Traction, Light & Power and promoted a new project based on
hydroelectric power plants and the construction of a regional network. The initial project
failed, and the company was transferred to Sofina in 1913.” Lanciotti and Bartolomé (2014,
p. 726), Hidalgo (2020, pp. 443-444).

29. See the interesting explanation in La Energia Eléctrica (1913, p. 273) on the subject,
and Lanciotti and Bartolomé (2014).

The Canadian advantages for large scale international investments in public utilities were
not a strong domestic electrotechnical industry but “lay in experience with home electric util-
ities, access to British capital markets, and the ability to tap U.S. engineering talent”. Haus-
man, Hertner and Wilkins (2008, p. 65). The strategy of Barcelona Traction was “an extension
of what the Canadians had been undertaking in Latin America”. Hausman, Hertner and
Wilkins (2008, p. 88). This is, to transfer their domestic knowledge (industrial and financial)
to the setting up and running of utilities abroad, operating in overlapping circles of relation-
ships.

30. It wanted to be generated from a future regulated reservoir to electrify the Compaiiia
de Ferrocarriles del Norte, as well as supply the markets of three local companies: HEV, EM
and HPS (see the final list of abbreviation in the appendix). The Trowbridge project was re-
covered by REVA managers in 1928, camouflaging the regulation of the waters of the Turia
River after the appearance of an agricultural business. Hidalgo (2020, pp. 442-445).
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in this task,’! the result was the formation of alliances between companies,
which were taken over several years later. Electra Valenciana, for example,
took over the services of two of the main distributors of the capital of Valen-
cia,’? obtaining low voltage distribution throughout the city from Hidrola.*

The dynamic twenties
The participation of English capital: SAFE and its subsidiary CVE

In order to get their technology to market more quickly, British investors
sponsored the creation of “cooperatives”, to remove the small distributors by
offering lower electricity prices than those then existing in the market. These
enterprises, instigated by certain local industrialists and backed by powerful
foreign investors, became the defenders of the popular cause against the elec-
tricity oligopoly in the 1920s. At that time, the agreement between Barcelona
Traction and Hidrola to respect the Catalan and the Levantine markets, re-
spectively, was still in force (Tedde & Aubanell, 2006).

The most important association was the Cooperativa Valenciana de Elec-
tricidad (CVE), created in 1922 by the Federacion Patronal de Valencia to
solve the problems of electricity supply in the capital. For this purpose, CVE
had signed a joint-venture agreement with several English firms resulting in
the foundation of Sociedad Anonima de Fuerzas Eléctricas (SAFE) in Lon-
don* (Hidalgo, 2012).

31. Such as in the acquisitions of Hidro-Eléctrica de Valencia and the waterfalls of Las
Agujas and Tous.

32. Lebon y Compania (1913) and Electro-Hidraulica del Turia (1918). AISA. Hidro-
eléctrica Espanola, S.A. Correspondence with subsidiaries. Electra Valenciana. Agreement be-
tween Electra Valenciana and Lebon y Compaiiia. AISA. Hidroeléctrica Espafiola, S.A. Sub-
sidiary Companies. Volta, S.A. and documentation on the sale of the Electro-Hidraulica del
Turia business to Volta and Electra Valenciana (1917-1922).

33. With this alliance, Electra Valenciana consolidated itself as a solid distributor in ex-
change for losing its hegemonic position in its market. Hidrola, in contrast, managed to expand
its market while waiting for the launch of the Villora waterfall in exchange for taking on half
of Electra Valenciana’s losses and releasing this company from the exclusivity in the supply.

34. The Federacion Patronal de Valencia presented to the City Council the project of
CVE, which had previously signed a contract to purchase energy with the London firm Harp-
er Brothers.

The Board of Directors of SAFE was composed of representatives of British industrial
equipment companies (British Thomson-Houston, Armstrong & Whitworth, Babcock & Wil-
cox, Harper Brothers) and CVE, with two executive committees, one in London and the other
in Valencia. AISA. Subsidiary Companies. Contract between the Cooperativa Valenciana de
Electricidad and the Sociedad Anonima de Fuerzas Eléctricas (SAFE) for the supply, construc-
tion and laying of the distribution network. AISA. Subsidiary Companies. Sociedad Anénima
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In 1925, the financial difficulties CVE had to build the Grao-Valencia
thermal plant and to extend the distribution network in and around the city
compelled SAFE to sign an electricity purchase agreement with Energia Eléc-
trica del Mijares and other distributors. A year later, Power Securities took
control of SAFE (Hausman, Hertner & Wilkins, 2008) and, in June 1929,
SAFE and Financiera (Sofina’s Spanish subsidiary)* signed an agreement to
enable the exchange of energy of two of its subsidiaries, CVE and Sociedad
Valenciana de Electricidad, respectively.*

In short, the consolidation of the SAFE-CVE tandem and the compe-
tition from the Sociedad Valenciana de Electricidad and, later, from En-
ergia Eléctrica del Mijares worried Hidroeléctrica Espanola (Hidrola), al-
though it did not affect its position of dominance in the Valencia market.
As in other peninsular markets, the development of the Spanish electricity
sector at this stage did not come as much from the internal growth of the
existing companies as from the start-up of large companies/new plant pro-
jects (Nunez, 1995).

In summary, the British penetration into the distribution of electricity
in the Levant market was a failed attempt that, ultimately, only reflected the
growing loss of its competitiveness against French and American rivals and,
above all, the German electricity sector’’. However, at the business level, we
cannot specify its scope because we do not know the terms of the agreement
with Financiera. That is, whether the British allocations in the field of elec-
tricity commercialization could be partially covered by the maintenance of
a privileged distribution channel of electromechanical equipment. Let us
remember its main business objective. What we are sure of is that this strat-
egy of penetration into the market via cooperatives, although it was occa-
sionally practiced by some large Spanish electricity companies (e.g., Ibéri-
ca in Bilbao and Hidrola in Madrid) at the beginning of the 20th century,
is an original strategy in a foreign company of electrical equipment mate-
rial in the 1920s.%®

de Fuerzas Eléctricas (SAFE). Minutes book of the Executive Committee/Executive Commit-
tee/Permanent Executive Committee (12/10/1922-21/10/1926). AISA. Subsidiary Companies.
Comercial Valenciana de Electricidad. Management contract between Sociedad Anonima de
Fuerzas Eléctricas (SAFE) and Cooperativa Valenciana de Electricidad (1930).

35. Barcelona financial company, subsidiary of the Belgian Sofina, and identified in
some sources as Sofineta.

36. AISA. Subsidiary companies. Sociedad Andénima de Fuerzas Eléctricas (SAFE).
Minutes book of the board of directors. (28/10/1922-21/5/1956).

37. Puig, Alvaro and Castro, Rafael (2008).

38. Castro-Balaguer (2011); Alvaro-Moya, Adoracion (2012).
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The Belgians of Electrobel and their link with Hispanobel

Hispanobel was established in Brussels in October 1929 by the Catalan
group Pescara and the Belgian Electrobel to regroup their interests in Spain
(Tramelec and Sociedad Valenciana de Tranvias), and above all to develop the
activity of Regadios y Energia de Valencia (REVA). Hispanobel had as its so-
cial goal a wide range of activities related to the use of water concessions for
agricultural uses (irrigation and cultivation) and industrial uses (commercial
and industrial electrification). The company could act in several countries,
particularly in Belgium, and, above all, in Spain. For this purpose, it had a
share capital of 400 million Belgian francs: the money that several financiers
used to found Electrobel (Brion & Moreau, 2013).

From its creation, Hispanobel managed the industrial assets that Electro-
bel had in Spain, among them REVA. In its investment portfolio, the Belgian
holding company had majority control of five major Levantine electricity
companies (SVE, UEL, HEV, HM and HEA) [Table 3]. The operating life of
Hispanobel was short, because it was ultimately swept away by the bankrupt-
cy of REVA and indirectly by the struggle sustained by Electrobel with Sofi-
na and with the large Spanish electricity companies.

TABLE 2. = Technical equipment and market of the companies of the electricity group
of REVA in 1929

Localities served Total

Companies Power station kW . .
by province population

(1) (2) (1) 2) Valencia Castellon  Alicante

Valenciana de Electricidad 3 1 4,850 2,500 15 353,882
Union Eléctrica Levantina 5 1 600 250 40 77,344
Hidroeléctrica del Mijares 5 3 2,290 570 6 38 175,500
Hidro-Eléctrica de Valencia 4 2 1,300 455 18 4 76,469
La Hidro-Eléctrica Ayelense 1 40 4 22,279
Total 18 7 9,080 3,775 83 38 4 705,474

Source: Correspondence with Unién Eléctrica Levantina (1917-1936). May 1930. Hidroeléctrica Espafola, S.A.
Archive of Iberdrola. Alcantara (Caceres). (1) Hydraulic. (2) Thermal.

Hispanobel’s investments in the Levant were a total failure, taking into
account that its parent company, Electrobel, had to cover losses at an estimat-
ed half of its capital stock; especially when its banks, Banque de Bruxelles
and Société Générale,” could not come to its aid. Hispanobel’s problems

39. Additionally, the Urban’s efforts to make Société Générale even more committed to solv-
ing the problems of Electrobel in Spain failed.
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stemmed from the paralysis of the REVA project when the planned state sub-
sidies of the Government of Primo de Rivera in the 1920s were cancelled. As
a result of all of the above, Electrobel lost its solid initial position in the Eu-
ropean reorganization of the electricity businesses (Bussiere, 1992).

At the end of 1929, the two Belgian banks cited had drawn closer in or-
der to put an end to the electricity competition (Hausman, Hertner & Wilkins,
2008). Likewise, Sofina and Société Générale signed a secret agreement sev-
eral months later to rationalize their electricity companies, delimiting, among
other issues, their areas of influence; which, in the end, resulted in a reorgan-
ization of Electrobel (Broder, 1985a; Brion & Moreau, 2013).

Just two years after it was set up, Hispanobel went into liquidation and
Electrobel recovered its Spanish assets,* including those of REVA.

The productive integration of the River Turia: REVA and Elektrobank

REVA was set up in July 1928 in Barcelona by the Swiss interest of Elek-
trobank and a group of Catalan companies. If the founding capital of the
company (4 million pesetas) was adjusted to the cost of the initial studies, the
final project was more ambitious: 150 million Swiss francs.*' The Belgians of
Electrobel soon displaced Swiss capital, when its subsidiary Hispanobel took
control of the shares that Electrobank had in REVA.

The strategy of REVA was to achieve wide economies of scale and scope
with the new regulation of the Turia River. This initially consisted of the con-
struction of three dams and five hydroelectric power stations to generate elec-
tricity and irrigation. The key to the business lay in obtaining the succulent
subsidies that the state offered for this type of project (Bartolomé, 2011). But,
while it achieved this objective, the strategy of REVA was to get an electrical
market in the Levant by purchasing the largest number of their distributors,
at the same time as curbing the expansion of Hidrola (Tedde & Aubanell,
2006) [Table 3].

REVA’s profit prospects were most likely calculated while taking into ac-
count the yields obtained by Belgian investors in other international electric-
ity markets and in the confident expectation to exploit the third most dynam-
ic (agricultural, industrial and urban) market in Spain, but not sufficiently
integrated from the electrical point of view (Garrués, 2012).

40. In Société des Tramways et de 1'Electricité de Bilbao, in Sociedad Valenciana de Tran-
vias and REVA.

41. As a first step, six months after its creation its managers considered increasing the initial
capital of the company by an extra 60 million pesetas.
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The ambitious regulation project failed when REVA could not obtain the
concessions and, consequently, the corresponding state subsidies on the Tu-
ria River (RD 05/13/1929).*> The suspension of the public works plans estab-
lished by the new dictatorial government of Primo de Rivera did nothing
more than reflect the political and economic instability of Spain, as well as
the international financial consequences of the 1929 crisis. But in this gener-
al context, the opposition raised by Grupo Hidroeléctrico played a large part
in the denial of the concessions (Lanciotti & Bartolomé, 2014) by mobilizing
all its available resources, from its political contacts in Madrid to the associ-
ations of irrigators, to put the brakes on such dangerous competition.

By prioritizing irrigation projects over electricity production, REVA had
to abandon its Turia hydroelectric regulation project. In 1931, the company
sold the shares of its distributors and producers in Electrobel to a new com-
pany (LUTE) that was progressively responsible for organizing the Levant
electricity market. This process accelerated definitively once Sofina acquired
some of the main Levant producers.*

What was the real power of the electricity group led by REVA? In 1929,
the group, with an installed potency of 12 MW, produced 17% kilowatts less
than the companies controlled by Hidrola. It distributed mainly in 125 local-
ities of Levant, to a population of about 705,474 inhabitants, with about
67,000 subscribers* [Table 2].

Meanwhile, to avoid competition in Castellon, Hidrola promoted the
grouping of all its facilities into a new company, Union Eléctrica Valencia-
na, and in Valencia it reached a supply agreement with the subsidiaries of
REVA and of common tariffs with SAFE [Map 1].

REVA and its subsidiaries were integrated into LUTE in 1931 [Figure 2
and Table 3]. In the merger negotiations in Brussels, Electrobel and Sofina
agreed to maintain the existing tariffs in the shared markets. Both cooperat-
ed in the elaboration of a plan to separate and make viable the agricultural
businesses of REVA's electricity companies (Brion & Moreau, 2013).%

42. The Royal Order of May 13, 1929 suspended the processing of all and any projects which
intended to make use of the Turia river, until the dam of Loriguilla, which was to supply the city
and the garden of Valencia, was built.

43. SVE, UEL, HM, HEA and HEV.

44. An extensive and detailed list of the localities supplied and the power plants and their in-
stalled power of all the agents that operated in Levante between 1881 and 1960 can be consulted in
Hidalgo’s doctoral thesis (2020). ,

45. Thus, in September 1931, an agreement was signed between LUTE, Electrobel and
Hispanobel for the segregation of the electricity businesses of the REVA group.
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How was the electricity market organized in the 1920s and early 1930s
and what changes had occurred since its inception?

Before regional integrated electrical systems (IES) were imposed after
World War II, the Levantine electrical district was characterized by the ear-
ly overlap of two electrical systems: one, the business electricity system of
Hidrola, the dominant company in this market, and, two, the traditional
electricity system (TES) developed in this territory between the end of the
19th century and the First World War. With the new opportunities that came
about from then with high voltage and hydroelectricity (Hughes, 1993),% on
the one hand, Hidrola’s growth in the Levantine market accelerated and, on
the other hand, a new path of penetration into regional electricity business-
es was thrown open to foreign investment. To this end, foreign companies
tried to equip themselves with new production and distribution resources of
their own, but they also made an effort to control or reach contractual agree-
ments with the old Levantine TES independent of Hidrola [Map 1]. That is,
through several medium-sized electricity companies (Volta, Energia Eléctri-
ca del Mijares, Union Eléctrica Levantina, La Electro-Textil), as well as a
good number of small commercial distributors (SECE, Hidro-Eléctrica de
Valencia, Electro-Hidraulica del Turia, Herencias Pardo-Sanchez, Viuda de
Federico Estela, Bort y Cia)*’ [Table 3]. In this scenario of interaction and
confluence between the old TES and the new IES, complex market situations
emerged. Competition and inter-business cooperation intermingle depend-
ing on the play of forces that were established in each district, city, and town
(Hidalgo, 2020).

46. It should be clarified that the term “regional electrical systems” only coincides with
that developed by Hughes in the importance of technological aspects (hydroelectricity, high
voltage and interconnection development) for the expansion of the scale of business opera-
tions until reaching the regional scope. The regional electrical systems that Hughes talks about
are planned according to master plans (chapter XII) and are intended to rationalize the distri-
bution of electricity to achieve the benefits of a universal system. Its configuration demanded,
under a certain combination of ideas and technological culture, values and institutions, where
the joint action of a broad community of actors (politicians, engineers, businessmen and build-
ers) gave rise to a “systems culture” (Chapter XIII). This path began in Spain, by delegation
of the state to companies, much later with the creation of UNESA (Lopez-Garcia & Gar-
rués-Irurzun, 2014). To contrast what happened in Spain with what happened in other coun-
tries regarding the rationalization of interconnection systems and state intervention, especial-
ly after World War I, see among others Hausman (2008).

47. Hidalgo (2020, p. 271 and appendices).
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TABLE 3. = The productive evolution of the Levantine electricity market
and business concentration (GWH)

. Competitive Oligopolistic Duopolis.ticf
Companies (1900-32) (1933-43) /Monopolistic %
(1944-53/60)
1925 1943 1953 1925 1943 1953
1. HIDROLA 122 221 568 63 63 93
2. VOLTA* 18 - - 9 - -
3. LUTE - 85 - - 24 -
4. SOC. VALENCIANA 17 - - 9 - -
5. TES** (>100) 36 47 45 19 13 7
6. Levante 193 353 613 100 100 100
7. Levante/Spain (%) 9.9 10.6 9.2
HHI*** 4,396 4,714 8,698

Source: Prepared by the authors.

LUTE: Comercial Eléctrica (1924-50); Compahia Industrial de Electricidad (1925-40); La Hidroeléctrica Castello-
nense (1918-40); La Electro Industrial (1919-40); Sociedad Espafola de Construcciones Eléctricas (1912-52); La
Eléctrica Enguerina (1898-48); Sociedad Andnima de Fuerzas Eléctricas (1922-57); Cooperativa Valenciana de
Electricidad; Comercial Valenciana de Electricidad (1943-52); Riegos y Energia de Valencia (1928-53); [REVA: So-
ciedad Valenciana de Electricidad (1901-57); Sociedad Hidroeléctrica de Valencia (1984-44); Hidroeléctrica del
Mijares (1920-43); La Hidroeléctrica Ayelense (1895-50); Unidn Eléctrica Levantina (1916-50); Sociedad Valencia-
na de Electricidad (1901-1957)].

VOLTA: Distribucion Eléctrica Valenciana (1929-32); Electra Valenciana (1910-57); Compafia Eléctrica Utielana
(1941-63); Distribuidora de Energia Eléctrica de Torrente (1943-69); Dynamis (1920-68); Electra de Levante (1924-
60); Electra Valenciana (1910-57); Energia Eléctrica del Mijares (1923-60); Hidroeléctrica de Levante (1930-60); La
Electra del Cabriel (1901-60); La Electricista Alcoyana (1894-60).

* From 1927 it was under the effective control of HIDROLA. ** TES: Traditional Electricity System.
*** |HH: Herfindahl-Hirschman Index

It should be borne in mind that in this article the term competition is used
in a broad sense, which goes beyond that which refers to effective price com-
petition. This term refers to the potential competition or competitive threat
that one or more electricity companies, installed or not in the market, may
present to those already established in it. In short, it tries to take into account
the real possibilities of entry that one or more electricity companies could
have in a specific market by using the hydroelectric exploitation of new pro-
duction and distribution centers and/or existing ones.

From competition to oligopoly: the delicate balance between local
and foreign capital

On March 13, 1930, LUTE was set up in Barcelona, subscribing to the
promoter (Financiera/Sofina) all of the shares put into circulation. Why did
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LUTE become from its inception “the other” great Spanish-Levant firm?
Primarily, because of the strong support of foreign capital, specifically for
the participation of Sofina, just when the initiative passed to powerful fi-
nancial groups which promoted new plants. This allowed quick control over
a wide group of companies, as well as the acquisition of the electricity busi-
nesses of the Banco de Castellon [Figure 2].

In 1931, LUTE was in control of seven electricity companies from Valen-
cia, owned by Electrobel/Hispanobel;* months later, it governed SAFE and
CVE groups, and as of 1932 participated in five societies in Valencia (SVE,
UEL, HEV, HEA and HM) and others in Castellon (HM, ET, CIE, HC y
CE)¥ [Table 3]. After that, this important electricity group acted in the Le-
vantine market for two decades, until Hidrola absorbed it in 1953% [Map 2].

Electrobel, one of LUTE’s main shareholders, secured its interests by cre-
ating a management-union with Financiera/Sofina. The interference of Fi-
nanciera (Sofina in Spain) in the market of the Levant meant breaking the
old agreement with Hidrola, which led to an unstable market. The first con-
sequence was that this company broke off negotiations with a British group®!
to acquire the thermal power plant of Valencia (SAFE).**> The second effect,
according to the new competitive situation, was that it had to face the denun-
ciation of some of its supply contracts with small and medium clients before
the courts of justice.

In the electricity sector, ensuring the long-term stability of investments re-
quires establishing entry barriers to new competitors. Given the risk involved
in the entry of companies backed by major European financiers in 1927, Hi-
drola’s strategy changed with respect to its main distributors. The solution
that was considered most appropriate was the concentration of the electrici-
ty businesses. As a consequence, in 1932, the Spanish electricity group was
clearly established in the Levant [Figure 3]. In this market, Hidrola was com-
posed of one generator, three medium producers/distributors (Volta, EEM,
EL) and two significant distributors (EV and DEVA).

48. Hidalgo (2020, p. 285; pp. 460-461).

49. AISA. Subsidiary Companies. Compaiiia de Luz y Fuerzas de Levante (LUTE).
Minutes book of the Board of Directors. N° 1 (31/03/1930-28/05/1942).

50. AISA. Subsidiary Companies. Comercial Valenciana de Electricidad. Correspond-
ence on the merger by absorption of Comercial Valenciana de Electricidad and Compaiiia de
Luz y Fuerza de Levante, S.A. (LUTE) (1951-1952).

51.  This group was formed by the British construction companies British Thomson-Hou-
ston, Armstrong & Whitworth and Babcock & Wilcox and the managers of Harper Brothers,
Power Securities and Balfour Beatty.

52. Inthose days, Financiera’s agents continued with the promotion of electricity coop-
eratives that began in the 1920s.

88



Josean Garrués Irurzun, Antonio Hidalgo Mateos

The position and independence of the small producers and distributors
became even more vulnerable with the competition generated by the entry of
British and Belgian capital in the 1920s. The competitive advantage of the
new generators was in their ability to place important blocks of energy, ad-
justing production to demand (Antolin, 2003), through the control of pre-ex-
isting distributors in the market. This commercial policy contrasted with the
one traditionally developed by Hidrola to supply electricity through distrib-
utors, without establishing strong ownership links with them. One of its most
distinguished executives, Jos¢ Luis de Oriol, raised on numerous occasions,
not without resistance by other managers, the need to organize the market of
the province of Valencia through “successive controls”. This strategy was fi-
nally carried out by consolidating the relationship with the Sociedad Valen-
ciana de Electricidad, reaching agreements with Energia Eléctrica del Mijares,
SAFE and CVE, as well as seeking new markets in the province of Castellon
(Tedde & Aubanell, 20006).

The disastrous consequences of the Levantine competitive market on the
results of the companies after 1928 explain why two years later the “Mutual
Aid Pact” was signed.® At the proposal of Hidrola, a group of important
Spanish companies (Ibérica, Viesgo, Unidn Eléctrica de Cartagena, Electra
Valenciana, Union Eléctrica Vizcaina, Electra Madrid, Lima and Volta)>*
agreed on the constitution of a long-term mutual assistance fund —20 years
—1in response to third-party competition (Aubanell, 2000). The fund was es-
tablished through the contribution of 3.5% of the gross revenue from the sale
of electricity. The agreement sought, on the one hand, to assure the signato-
ries a 6% dividend that did not affect financing and, on the other hand, to en-
dow the companies affected by the competition with a maximum aid of 15%
of the average income of the previous two years.

The Levantine electricity sector accelerated its process of oligopolization
between 1933 and 1943, also, due to the resulting balance of forces among
the groups of Hidrola and LUTE. In 1932, after tough negotiations, these
companies signed an agreement that established a “Joint Committee for the
Intervention in the Electricity Market of Valencia and Castellon”.*® The al-
liance, established initially for a minimum of 15 years, allocated the distri-
bution of electricity in the south-eastern Spanish region. LUTE renounced
the distribution of electricity in the provinces in which Hidrola operated,

53. The details of which are documented in Hidalgo (2020, pp. 333-37; pp. 467-78).

54. AISA. Collection of documents of subsidiary companies. Volta, S.A. Various (1930).
Archive of Iberdrola. Alcantara (Caceres).

55.  AISA. Collection of documents of subsidiary companies. Volta, S.A. Joint Commit-
tee Agreement between the Spanish Hydroelectric Group, its subsidiaries and LUTE for the
best use of resources and electric power (1946-1947).
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handing over its facilities in Alicante. Likewise, a criterion was set for the dis-
tribution of new customers according to the characteristic coefficients of
each company. Rules and actions were drafted to defend against possible
competitive interference, especially if it was foreign. The tariffs and supply
conditions for all types of services were set and revised up to 500 kW of pow-
er installed.

However, to properly understand the change in business strategies, it is
necessary to bear in mind the strong conditioning that the deglobalization
process had from the end of the 1920s on the restructuring of the investment
policies of international electricity holding companies, and, in this case, on
Southern Europe (Ferreira and Bartolomé, 2019). The key to the success of
national policies in restricting the opportunities of electricity holding com-
panies and their subsidiaries in Spain, must also be understood as a result of
the diversification and investment concentration policy that they undertook
worldwide, for economic reasons, in the face of changes in the general polit-
ical context in these critical years.

Discussion

What impact did foreign investment have on the configuration and
integration of the Levantine and, by extension, the Spanish electricity
system, during the interwar period?

What really distinguished the Levantine electrification model in the first
third of the twentieth century from what happened in the most dynamic re-
gions of the country, such as the Basque Country, Catalonia or Madrid, was
the late influx of foreign capital. The second wave of international investment
not only accelerated the process of integration of the Levantine electricity
market but also had a significant impact, due to the defensive attitude of the
Spanish electricity-financial lobby, on the dynamics (competitive/oligopolis-
tic) of their regional electricity systems.

This investment disrupted the previous status quo of the regional electric-
ity companies, generating a period of intense competition in a market domi-
nated by traditional electricity systems. [t must be borne in mind that it is per-
fectly compatible to defend two positions that, in principle —in the literature
on the subject —seem antagonistic. The first, that in the Spanish electricity
industry of the 1940s, the conditions typical of a competitive market did not
exist, but rather an oligopoly that operated with a high degree of monopoly
(Mufioz Linares, 1954; Antolin, 1999). The second, that in some regional
markets still at that time, but especially in earlier stages, competitive situations
arose because the electricity companies that acted as leaders had not consol-
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idated their monopoly positions (Garrués, 1994). In this sense, the Levantine
case is a good example (Hidalgo, 2012, 2020).%

What is not questionable is that the new operators in the Levantine mar-
ket, and in its rapid territorial expansion, modified the relationships that had
been established for years between the different electricity companies. Foreign
investment materialized in the formation of large electricity groups at a re-
gional scale over which they had direct control, such as SAFE, Sofina, Elec-
trobel, Hispanobel or LUTE, or indirect control, in the case of subsidiaries.
Without being de jure, in reality, they acted as true regional holdings. Their
structure, entangled and obscured, served to bypass state intervention, as well
as to raise multinational funds initially attracted by low entry costs. Their ac-
tions sought to reproduce in the Levant the “absolute control strategies” of
the energy markets that certain holdings had carried out in other internation-
al markets in the 1920s, such as in France or Belgium. The result, given the
context of the international financial crisis (Ferreira and Bartolomé, 2019)
and the peculiar organizational and institutional structure of the Levantine
market (Hidalgo, 2020), turned out to be a failed business story for Europe-
an promoters.”’

The modification of the status quo forced the leading regional company,
Hidrola, to develop a “strategy of successive controls”, which varied accord-
ing to whether they sought to maintain relationships between related com-
panies, reach agreements with competitors, or extend into new markets to de-
fend against the “intrusion” of international financial capitalism. In a gradual
way, the process of business concentration which occurred began to affect,
firstly, the companies specialized in power generation and, subsequently, the
rest of the distributors/suppliers. This integration did not initially mean a large
adjustment in the number of installations in the Levantine electricity market,
although the case was different for its main electrical companies after the
creation of the Joint Control Committee (1932) in defense of regional interests.

56. Regarding the first question, it is necessary to point out that the managers of large
Spanish hydroelectric plants in the 1920s acted in a coordinated manner when it came to de-
fending the status quo. This became visible, first, before other national producers, such as, for
example, the irruption of a new producer such as Saltos del Duero (Morlan, 2006; Aubanell,
2006). Later, there is also a certain collective action, in the heat of the nationalist policy of the
Primo de Rivera dictatorship, against foreign interests. In fact, the support of the state (hy-
draulic concessions, financial aid and nationalization of capital) was important in the devel-
opment of the large Spanish electricity companies and, as has been indicated with respect to
hydraulic concessions, decisive for the expansion of Hidrola in the Levant Spanish in the 1920s
and 1930s (Aubanell, 20006).

The Franco dictatorship, as regards foreign electricity investment, strengthened the posi-
tions of the Spanish electricity oligopoly (Rubio & Garrués, 2016; Fraile, 1999; Alcalde, 2004)
and, as seen in this article, also the dominant company in the Levantine market, Hidrola.

57. Despite this, after the Civil War some foreign subsidiaries of the Iberian Peninsula
once again became recipients of investments, first, as a refuge for capital, and sometimes, as in
Portugal, linked to electrification projects. Lanciotti and Bartolomé (2014).
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In theory, the incidence of foreign capital did not have to lead to business
concentration. However, when involved in strong competition with local in-
terests, the electricity companies affected —in the first instance Hidrola —
were forced to modify their traditional strategies. Among these, the following
would seem to be particularly noteworthy aspects: increasing their productive
resources, reordering their consumption sectors, modernizing their techno-
logical conditions, and, especially, promoting the integration of their tradi-
tional electrical systems. The competition was very positive for the process of
Levantine electrification, but, as this fight was carried out without any type
of regulation or plan, its economic valuation is debatable in terms of social
and dynamic efficiency.

The competition between the two large groups —the foreign and the na-
tional —evolved towards a situation of commercial and financial equilibrium,
where the more consolidated local companies strengthened their market pow-
er defensively, through barriers of entry. In other words, foreign investment re-
inforced the ties between the various companies that were part of the so-called
Hydroelectric Group and that materialized in the signing of the well-known
“Mutual Aid Pact” (1930); a tool created ad hoc for the mutual defense of the
interests of the national production companies linked to the Banco de Vizcaya
(Bartolomé, 2018). The creation of the “Joint Committee for the Intervention
of the Electricity Market of Valencia and Castellon”, signed two years later
between Hidrola and LUTE, was a harsh reality for the Belgian holding. The
refined strategy of “absolute control” of secondary energy markets, so effec-
tive in other peripheral countries, failed in Spain. After four years of unsuc-
cessful financial effort, the distribution of the Levant electricity market was
not in favor of foreign companies, as is shown by REVA’s liquidation.

While it is true that neither of the two large business groups managed to
eject the other from the market, in the end, the signing of a collusive agree-
ment relatively satisfied both. The best proof of this is that the agreement re-
mained in force, thanks to the economic nationalism of the first period of the
Franco dictatorship, for some twenty years.
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FIGURE 1. = Import of electrical equipment in Spain in the first third of the 20th century
(annual average of several years; %)

60
50
©
40
30
el
20 2
&
00000000 ccoe,
10 . i "Ov‘.E .
- = . .\
== *e
) 1906-1913 1922-26 1930-35
s (€T MANY 56 25 28
=  United States 5 10 23
== Syiss 9 11 10
==« United Kingdom 6 12 9
e e e e france 14 13 7

Source: Prepared by the authors from Tena (1988).

98



Josean Garrués Irurzun, Antonio Hidalgo Mateos

FIGURE 2. = LUTE governance structure and its implementation in the Levantine

electricity companies
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FIGURE 3. = Large electrical groups in Levante (1928-1929)
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MAP 1. = Overlapping distribution areas of the main electricity operators in 1930
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MAP. 2. = Structure of the high and low voltage distribution networks of Hidroeléctrica
Espafola and LUTE in 1940
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Strategies of international financial capitalism and the integration of the
Spanish electricity system: the Levantine coast

ABSTRACT

Among the national varieties of investment employed in European electricity development,
Spanish studies have focused on the strategies of large electricity companies based in mature
electricity markets, such as Catalonia or Madrid, but only in traditional electricity systems, such
as the Levantine. The purpose of this article is to answer the following question: What impact
did foreign investment have on the configuration of the Levantine/Spanish electricity systems
during the interwar period? The article concludes that, compared to the theoretical model of
local monopolies applied generically to the Spanish case, the second wave of international in-
vestment not only accelerated the process of integration of the Levantine electricity market, but
had a significant impact, due to the defensive attitude of the Spanish electricity-financial lob-
by, on the dynamics (competitive/oligopolistic) of regional electricity systems in Spain.

KEYWORDS: foreign investment, utilities, business history, Spain.

JEL CobEs: N24, F23, 122, L53 .
|

Estrategias del capitalismo financiero internacional y la integracion del sis-
tema eléctrico espaiiol: la costa levantina

RESUMEN

Entre las variedades nacionales de inversion empleadas en el desarrollo eléctrico europeo,
los estudios espafoles se han centrado en las estrategias de las grandes companias eléctricas
con sede en mercados de electricidad maduros, como Cataluiia o Madrid, pero solo en siste-
mas eléctricos tradicionales, como el levantino. El propdsito de este articulo es responder a la
siguiente pregunta: jqué impacto tuvo la inversion extranjera en la configuracion del sistema
eléctrico levantino durante el periodo de entreguerras? El articulo concluye que, en compara-
cion con el modelo tedrico de monopolios locales aplicado genéricamente al caso espaiol, la
segunda ola de inversion internacional no solo acelero el proceso de integracion del mercado
eléctrico levantino, sino que tuvo una influencia significativa, debido a la actitud defensiva del
lobby financiero espaifiol de electricidad, en la dinamica (competitiva/oligopolistica) de los sis-
temas eléctricos regionales en Espana.

PALABRAS CLAVE: inversion extranjera, servicios publicos, historia empresarial, Espafa.

CobiGos JEL: N24, F23, 1L.22, L53.
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