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PUBLIC FUNDS,  
PRIVATE BUSINESSES

THIS BRIEFING SUMMARISES THE 
FINANCIAL SUPPORT PROVIDED BY 
THE EU AND THE SPANISH STATE TO 
LARGE SPANISH COMPANIES FOR THEIR 
INTERNATIONALISATION, AS WELL AS THE 
LACK OF EFFECTIVE PROCEDURES TO 
GUARANTEE COMPLIANCE WITH HUMAN 
RIGHTS IN THE ACTIVITIES OF THESE 
COMPANIES. FINALLY, IT PRESENTS SOME 
PROPOSALS TO REVERSE THIS SITUATION 
AND TO STOP THE SOCIO-ENVIRONMENTAL 
IMPACTS ASSOCIATED WITH THE GLOBAL 
EXPANSION OF CORPORATIONS1.

1 The briefing is the executive summary with infographics of the OMAL Report #22/2020 “Fondos 
públicos, negocios privados” published in Spanish in March 2020 and available on the web at 
www.omal.info
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INTRODUCTION
Multinational corporations’ governments of origin provide an array of policies, measures 
and bodies to help internationalise the business of big companies. States drive 
business internationalisation by encouraging exports of goods and services, promoting 
investments abroad or attracting foreign investment to their territory.

Financial support with public finds for the investments of Spanish companies abroad 
is materialised through various bodies: some acting as public banks, others managing 
guarantees on the state’s behalf, others providing specific funding for internationalisation. 
The chief agencies and mechanisms in place in the EU and Spain for worldwide 
expansion by big companies are the European Investment Bank (EIB) and in Spain 
the Official Credit Institute (ICO), the Spanish Export Credit Guarantee Corporation 
(CESCE), the Development Finance Corporation (COFIDES) and the Fund for Business 
Internationalisation (FIEM).

The Spanish state has provided huge funding for large-scale business internationalisation: 
in 2006-18 it channelled a total of 16.662 billion euros, chiefly in loans and equity 
participations. On top of this are the guarantees given by CESCE: the outstanding risk 
covered by the Corporation’s state guarantees in 2018 totalled 15.154 billion euros. In the 
same period the EIB granted loans for Spanish investments in Latin America worth 
2.636 billion euros.

Officially, state backing for internationalisation is normally justified on account 
of its positive effects on small and mid-size companies. Yet the reality is that 
big companies are highly present in all these state support mechanisms. Such business 
internationalisation projects supported by public funds, as shown by the cases 
discussed in this report, are associated with a range of social, economic, environmental 
and cultural impacts. Despite complaints from civil society organisations, no significant 
progress has been made with putting in place effective mechanisms for the assessment, 
monitoring and control of the impact that such business activities have on human rights.

FINANCIAL SUPPORT
• The European Investment Bank (EIB) is a public agency that acts as a private credit 

institution. The EIB devotes nearly 90% of its budget to the EU. The projects that 
it funds are linked to the containment of migration from outside European frontiers 
and to promoting the EU’s interests in other regions in spheres such as transport, 
internal mobility or energy.

Its funding of projects in Latin America has grown in recent years: since 2006 the region 
has been targeted with credits and participations in investment funds worth 6.717 
billion euros. This is where most funding of Spanish companies has been located: 
of the EIB’s total budget for Latin America, 39% has gone to projects involving Spanish 
transnational firms, chiefly in Brazil, Ecuador and Panama.

The lack of effective mechanisms for preventing human rights violations and holding 
companies accountable for abuses has been an ongoing concern of the European social 
organisations allied in the Counter Balance coalition. The EIB has made no progress 
with any complaints mechanism liable to effectively stop impacts, or with providing 
means of reducing and remedying harm.
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• The Spanish Official Credit Institute (ICO) acts as a public bank for financing business. 
Since 2012 it has disclosed where its international funding managed by intermediary 
banks goes: priority targets have been Europe, the US, Morocco, China and Mexico. 
As to direct funding, there is no reporting on what countries it goes to. The Institute 
is unforthcoming with detailed information on what it does.

In recent years the priority in its support for business internationalisation has been 
investment in sectors involving projects linked to climate change, infrastructure 
and transport. In 2006-18, of the 11.700 billion euros that the ICO spent on funding 
Spanish foreign investment, 65% was assigned to the projects of big companies, 
and 25% to small and midsize companies.

The terms and conditions of the ICO’s instruments for promoting Spanish investment 
abroad include no criteria linked to the environment, equality or human rights. 
For direct funding only is there a broad reference to compliance with the Equator 
Principles and other international standards. No procedure, resources or responsibility 
for monitoring of funding so as to ensure compliance are provided; nor are any measures 
to be taken in the event of non-compliance.
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• The Spanish Export Credit Guarantee Corporation (CESCE) is a mixed public-private firm. 50.25% 
of its capital is owned by the state, 24% by Banco Santander and 16% by BBVA; the remainder 
is held by other banks and insurers. CESCE is the export credit agency which, on the state’s 
behalf, manages credit guarantees for the internationalisation of the Spanish economy.

As to the types of company that normally make use of CESCE, notable clients are big banks such 
as HSBC, BNP Paribas, Caixabank, Santander and BBVA. The outstanding risk covered by the state 
via this financial instrument attained 17 billion euros in 2011. In 2018 it was quantified at 15.154 
billion euros, with 84% corresponding to active projects and the remainder to debt on account 
of unpaid capital and refinanced amounts. As to the projects for which credit is guaranteed, 
the big companies that appear most often are Elecnor, Técnicas Reunidas, Abengoa and Acciona.

The criteria for accessing risk coverage are linked to compliance with the Corporation’s various 
internal instructions and recommendations by the Organization for Economic Cooperation 
and Development (OECD) for export credit agencies. According to the potential impact, CESCE says 
its guarantees are conditional upon the implementation of measures for prevention, mitigation 
and monitoring.

• The Spanish Development Finance Corporation (COFIDES) is a mixed public-private company. 
Its capital includes a 54% public share (through ICEX, 26%; ICO, 20%; the National Innovation 
Company (ENI), 8%), and the remainder is spread across the banks Santander (20%), BBVA (17%), 
Sabadell (8%) and CAF (1%). COFIDES manages the Foreign Investment Fund (FIEX) and the Fund 
for SME Foreign Investments (FONPYME).

FIEX represented 78% of the COFIDES budget in 2006-18. Since 2006, COFIDES has approved 2.626 
billion euros for funding business internationalisation projects. 39% of its project budget goes 
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to large corporations. The company funds projects located chiefly in Latin America, 
especially Brazil, Mexico, Peru and Chile. The preferred sectors are those involving 
infrastructure for transport and energy, and the automotive and other industries 
followed by the agri-food and financial sectors. The big companies that have received 
most support notably include Abengoa, OHL, Isolux Corsán, Gestamp, Cie Automotive 
and Pescanova.

According to the company itself, COFIDES has established a procedure for environmental 
and social analysis and monitoring that it claims to have been applying for 20 years. 
It says it is committed to economic, social and environmental sustainability in its 
investments, and seeks to make a positive impact with the Sustainable Development 
Goals. Greater assessment, project by project, would be needed to ascertain whether 
it is indeed helping provide solutions to the ecological crisis.

• The Fund for Business Internationalisation (FIEM) is heir to the Development Aid Fund 
(FAD), a public international cooperation fund through which grants and concessional 
loans were channelled to countries until its reform in 2010. FIEM is managed by the 
Trade Department, which is responsible for selecting projects and their funding, 
supervision and assessment. Initially the support it gave included non-refundable 
grants for technical advice and viability studies, though this was stopped in 2012. Today 
it gives concessional loans with a 35% grant component to countries with medium-
low and lower incomes. These loans, granted to peripheral states, are normally used 
for infrastructure under concessions held by Spanish firms.

The amount of operations approved by FIEM peaked in 2012 at 474 million euros, 
and since then it has been about 200 million euros a year. The Fund’s financial 
support has been concentrated in Latin American countries such as Ecuador, 
Mexico and Uruguay. The most funded sectors are energy, transport, infrastructure 
and equipment goods. Since it was set up, 63% of FIEM’s funding has gone 
to transnational companies, notably firms such as Técnicas Reunidas, CAF, Siemens 
Gamesa or Acciona.

For monitoring, FIEM refers us to a company statement and a tool that it uses 
for evaluating whether a project is liable to have major environmental impact. Like 
CESCE and COFIDES, it classifies projects by their potential impact, with a similar 
procedure. Its rules include the requirement that before each loan pay-out there 
be reporting which may include social and environmental clauses, with a review 
of compliance.
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IMPACTS IN HUMAN RIGHTS AND PROPOSALS
The effectiveness of programmes and measures for human rights protection 
is questionable when complaints come from social and community organisations 
affected by the business projects funded through the above state instruments 
for promoting internationalisation. Examples are complaints concerning the La Venta 
III project (Mexico), promoted by Iberdrola with funding from EIB; the Occidente 
tunnel (Colombia), built by a consortium with participation by Sacyr and funding from 
ICO; the Porto Sudeste project (Brazil) led by the public company Defex and funded 
by CESCE; the Conmex and Mayakoba projects, built by OHL in Mexico with funding from 
COFIDES. This is also the case of the Morelos gas pipeline, built and operated by Enagas 
and Elecnor in Mexico with funding from FIEM, involving systematic violations of the 
human rights of communities opposing the megaproject’s expansion in their territories.

Responsibility for harm caused by large corporations extends to the states that support 
their international business with public funds. The procedures provided with regard 
to socioenvironmental impacts, both for preventing them and evaluating and monitoring 
them, do not seem to ensure effective control over projects (such as major infrastructure 
or industrial ventures) involving the occupation of large tracts of land, changes in land 
use, deterioration of affected ecosystems, loss of livelihood and displacement of the 
rural and indigenous population.
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Socioenvironmental conflicts and the irregularities associated with state-funded 
companies point to the inefficacy of control procedures. In response to this, 
we recommend adopting alternative measures such as:

• A binding framework for public funding as regards human rights;

• Project monitoring should be regulated with socioenvironmental clauses that 
are binding for the company and its subcontractors and providers. If non-compliance 
is proven through legal processes or decisions by public institutions, penalty 
arrangements would automatically apply.

• Establishing a scale to give priority to projects engaged in fields such as energy 
transition or labour protection or reinvestment in the local economy;

• A ban on funding for companies operating in the arms and defence, nuclear, fossil 
fuels or luxury goods industries;

• Extension of criteria for the exclusion of sectors with no positive effects on quality 
of life or ecosystems;

• Exclusion of companies with subsidiaries in tax havens or that operate in countries 
that disregard human rights, among other areas;

Strengthening the internal regulatory framework in the EU and Spain would involve 
taking vital steps to increase control over the business of transnational companies. 
At the same time progress needs to be made with international regulations able 
to embrace all the complexity of large economic conglomerates. Along these lines, 
many affected social and community organisations have been calling for the adoption 
of new legally binding instruments requiring transnational companies to respect human 
rights in whatever countries they operate in.
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