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The Andorran Business Confedera-
tion (CEA) has been looking after
the interests of the business sector
since 2006. Its president, Gerard
Cadena, reflects on the current sta-
te of the sector, assesses Andorran
competitiveness, and analyzes the
challenges that the Principality
must face in the future.

-What is the state of the Andorran
business fabric?

-We are coming out of a pandemic,
butthisyear2022seemstobedoing
quite well. The companies have
been able to work, and are compen-
sating a little for the losses suffe-
red during the impact of the coro-
navirus. In short, this year’s econo-
mic recovery has made it easier for
many companies to work with the
same prospects they had in 2019.

-So, can it be considered that the
effects of the coronavirus pande-
mic have already been left behind?
-I think we can appreciate that,
if there is no resurgence, we can
leave aside the problem of the pan-
demic. And in fact, the uncertain-
ty we have now is no longer covid,
but this energy crisis produced by
the war in Ukraine. This is where
the affectation now arises. There
are already several European coun-
tries waiting to go into recession,
so we’ll have to see how it all plays
out. Above all, it must be seen how
it affects tourism, and especially it
seems that it will penalize long-dis-
tance travel. So, since we work wi-
th the local one here, maybe we do
a little better. However, we cannot
rule out that there could be a drop
in customers this winter, although
we hope not. Therefore, the hope is
that we can have a winter like the
ones we had before the pandemic.

-What impact are the currentincle-
ment weather having, such as the
energy crisis or inflation?

-Itis true thatwe have thisinciden-
ce, with quite high inflation peaks.
But despite everything, we are sta-
ying in figures around the current
6.8%, whilein Spain they range bet-
ween 9 and 10%, and countries as
important as Germany are also at
10%.However, we mustbe very vigi-
lantbecausethisinflation damages
the company as a whole. Likewise,
the IMF forecasts that inflation will
beat5.4% atthe end of the year, but
we will not be able to verify this un-
til the figure is on the table.

-In relation to the energy crisis, the
Government has established the
need to achieve a 15% saving. How
do you see this demand?

—-The will of the Andorran business
fabric is to comply with this 15%
reduction, because in some way, it
also affects the company’s opera-
ting account. In other words, the
savings that can be made will com-
pensate for the effect that the in-
crease in energy prices will have,
and the fact that we do not know
exactly if new ones will occur. In
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«Youcantdeal with the
entire wage bill with

the same increasey

any case, we hope that there will
be no power cuts and that the pri-
ceswillnothave tobeincreased fur-
ther. However, it is clear that there
are certain sectors that have a very
important dependence on energy
and that cannot reduce consump-
tion. I refer, for example, to compa-
nies that have cold rooms, which
can hardly use less electricity. It re-

mains to be seen how the measu-
res promoted by the Governmentin
this matter and presented to us on
Friday at the Economic and Social
Council will end up being applied,
in this sense, but it seems that the
Executive is taking all the steps to
try to, if there is a higher problem,
we have the mechanisms to be able
to act.

-And what effect does the last an-
nounced increase in the price of
electricity have on companies?
-When we referred to inflation, this
isanotherelement thatisadded.De-
pending on their level of consump-
tion, it will affect them more or it
will affect them less, but in any ca-
se, there is a widespread incidence
in this aspect.
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-To alleviate the effects of the in-
crease in the cost of living, the Go-
vernment has put on the table that
wages must be increased next year.
What do you think of this order?

-Itis clear that in companies, espe-
cially in a context of labor shorta-
ges, there is significant wage pres-
sure and aresponse is being given to
it. The trend is for wages to increase.
Through the studies we have done,
we have seen how until 2021, wages
had increased more than the stan-
dard oflivingin terms ofthe CPI that
has existed in recent years. It is true
that the situation in 2022 is com-
pletely different, and therefore, it
will have to be analyzed in a diffe-
rent way. We understand that there
isapart, thatofthe minimum wage,
that will have to be increased, and
that is why we are in negotiations
within the framework of the Econo-
micand Social Council togivean an-

sSwer.

«This year there has
indeed been aloss of
purchasing power that
must be compensated,
sowe willhave to see
how itis done»

—-And beyond the minimum wage,
how should we proceed?

-It mustbe studied. We have always
said that it must be thought that
companies are already planning
to make these increases, and they
must define them based on the cor-
poration itself. In fact, from what
we have seen in many cases, these
increases are higher than the CPI.
Therefore, thereisnoloss of purcha-
sing power in this regard. In addi-
tion, [think thatthe entire wage bill
cannot be treated with the same in-
crease, but that each company has
its own salary scales that must be
respected, and [ know that many ha-
vealready made plans toincreasesa-
laries. What cannot be said is what
the amount will be, it will depend
oneach caseand eachreality. Thatis
why the CEA always insists that we
have the context we have, and the
reality is that we lack manpower.
Therefore, the increases are impor-
tant, and companies must ensure
that this situation does notlead toa
loss of competitiveness.

-Do you think that this increase
should be equated with that of the
CPI?

-We defend that the minimum wa-
ge must be increased by the value
of the CPI, which the Government
can decree and we do not oppose it.
What we are saying is that the in-
crease in the median salary and the
average, mustbe the same company
thatadaptsittotheirneeds.Butlam
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convinced that there will be compa-
nies that will increase workers’ sa-
laries above the CPI, and also others
that will increase them less.

-The first proposals issued by you
and the unions were far away. Do
you think there are options to reach
an understanding?

-1 think we can reach a good agree-
ment with the minimum wage. As
for the rest, I insist, we have always
said that the private company of-
ten goes ahead of the official regu-
lations that can be promoted. A sui-
table proposal will have to be found,
butleaving aside the minimum wa-
ge, we are not in favor of raising sa-
laries by decree, apart from the fact
that it is something that should be
done through a bill.

~The union representatives refer to
an annual increase in wages of 5%
for four years. How do you rate this
proposal?

-This was based on the fact that the
unions had calculated the loss of
purchasing power considering it
from the Gross Domestic Product
with the profits of the companies.
But of course, many digital nomads
have arrived in Andorra in recent
years, and it often turns out that a
single person can make a lot of mo-
ney, but for the rest of the compa-
nies, the benefits are different. The-
refore, these comparisons, from our
point of view, are notlogical. We ha-
ve looked at it in a different way,
and we find that the data is comple-
tely the opposite of what the unions
have calculated and we do not find
that there has been a loss of purcha-
sing power, but rather a gain.

This, without taking into acco-
unt 2022, which is a separate thi-
ng. This year there has been a loss
of purchasing power that must be
compensated, so we have to see how
itisdone.Infact, atthe beginning of
the year it was already seen that in-
flation was rising more than wages
had been increased through the CPI
and a supplementary increase was
made in May. And I'm not saying
thatwe have towait until the end of
the year to see what the value of in-
flation will be, but at the very least,
weshould observe howitbehavesin
November to define a proposal.

-One of the main elements that
makes life more expensive is
housing. As participants of the Eco-
nomic and Social Council, how

would you approach this problem?
-The price of housing is very com-
plex, because for 14 years there has
often been no increase or only co-
rresponding to the CPI. And when
obstacles are put in place, in all
countries it has been counterpro-
ductive. The housing problem we
are facing now, to put it more gra-
phically,isthe fact thatthereareold
rent flats and new rent flats. When
new flats come on the market with
updated prices, these are problema-
tic. But we don’t have to focus only
on these, but also on those with old
income who are employed and who
have notletyouincrease. It is neces-
sary to observe the whole of the two
realities.

Obviously, this makes it difficult
to find staff, and for this reason, at
the first meeting of the new term
we already decided that we will try
to formulate a proposal. In any ca-
se, the one who has to find a solu-
tion is the Government, which do-
esnothappen to build three or four
floors. For example, in Vienna they
have been making officially protec-
ted floors for many years, and now
they have a market for public flo-
ors that corresponds to 50% of the
global one, which affects supply
and demand. So, in Andorra, both
the Government and the munici-
palities should work together to of-
fer land and promote public-priva-
te collaboration to try to put more
flats on the market, and thus redu-
ce tensions.

-Do you think that Andorra is still an
attractive place forforeign workers?
-Housing is one of the main pro-
blems we have when attracting ta-
lent. Then, although there is a lot of
foreign investment, it has been very
focused on the real estate sector.
Therefore, what would be good and
is being done at a slower pace is for
there to be a diversification of the
economy, and for there to be other
sectors that can reach beyond the
traditional ones such as commerce
or tourism. These are services that
are already starting to be promoted,
and from the CEA we already pro-
posed at the time that avenues such
as e-commerce or eSports should be
explored. In this way, it is impor-
tant to do legislative work with ele-
ments such as blockchain, so as not
to create legal uncertainty for com-
panies. And ifwe do this, foreign in-
vestment will continue to arrive in
Andorra.

«Administrations
must work hard to
promote public-
private collaboration
and put more flats on
the market»

«[Tax reform] is

not something

we will find in the
short term, and if
itis done, it will be
sooner from the year
2024»

-In this sense, the first experience
of the summer season has now clo-
sed. Do you think the formula has
worked?

-This tool hasworked verywell, and
in fact, it was at the initiative of the
CEA after we had met with the most
affected sectors, mainly hotels and
restaurants. Then, we asked the
Executive to implement a summer
quotagiven thedifficultyin finding
manpower. And in the end, this so-
lution has been very well accepted
by the sector.

-In fact, the winter workers are
now arriving. Have the companies
transferred any difficulties or is
everything happening normally?
-What the companies asked for is
that the quota be defined already,
and finally, the parameters of the
other years have been reproduced.
We have also repeated the demand
from last season, so that in October
it was already underway given the
difficulties, which is already a rea-
lity. So, it can be implemented fo-
llowing the usual procedures.

—Changing the subject, the Execu-
tive has referred more than once to
the need for tax reform. Do you think
it’s time?

-Thisreform is already on the table.
First of all, there will be a mini re-
form, which is already in the pro-
cessofbeingamended.The CEAand
the EFA made specific demands re-
garding some problems that affec-
ted us, especially in terms of quan-
tifying the amortization. They we-
re rather technical amendments
that we passed to the parliamen-
tary groups and we are waiting to
see if they are reflected. The major
reform that needs to be done, I find
it difficult to face now, because we
are almost in the pre-election pe-
riod. And for next year, politicians
will have to focus on the electoral
campaign and the definition of a
new Government.I thinkit’s notso-
mething we're going to find in the
short term, and if it does, it’s going
to be sooner than 2024.

-Looking to the future, what are
Andorra’s business challenges?

—-Asforthe more traditional sectors,
there is the challenge of reinven-
ting themselvesin many aspects. Es-
pecially commerce, which is in full
transformation because other pa-
rameters such as online shopping
have arrived that mean it must be

supplemented. We already carried
out a first phase of intervention,
which entailed grouping the diffe-
rent commercial sectors such as
the Central Axis and the establish-
ments in general in the parishes of
Andorra la Vella and Escaldes-En-
gordany, and now we are working
together to try to find solutions in
this regard.

However, the success we have
in terms of tourism is precisely the
fact that we are not a country whe-
re you go skiing and then you don’t
have any more complements, but
you can also go to Caldea, you can
go shopping... This complementary
offerisessential,and thisiswhatwe
must preserve and enhance because
our tourists value it very much.

-So, digitalization is a key piece for
this progress?

-Itis clear that digitization is very
important for all companies, es-
pecially in the context of Andorra,
where 85% of the fabric are micro-
companies and it is essential that
they can implement it. From the
CEA we provide support so that all
companies can advance in this li-
ne, and from the Government they
are also preparing the Digitization
Plan, at the same time that they al-
so have theirown mandate to digiti-
ze the Administration and are wor-
king on it.I think that the moment
they are digitized, this will automa-
tically promote that the small com-
pany has sufficient mechanisms to
be able toadapt.Ifthereisreciproci-
ty in the degree of digitization, the
evolution will be there. But in fact,
the pandemic has shown that digi-
tizationis theindispensable tool for
businesses to face the future.

-Do you think there is a good entre-
preneurial and innovative fabric in
the country?

-I think so, although perhaps it is
rather individualized and what is
difficult for us is to make a joint
offer of all these initiatives that are
being created. In the area of the Di-
versification Commission, regular
meetings are being held in order to
have a place where everyone can ex-
plain their experiences and see if
there can be complementation. In
fact, the fact that different cowor-
king spaces have been established
in Andorra facilitates the interac-
tion of entrepreneurs, and this is
one of the most important bets we
must make for the future. =
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