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Minimum wage regime In Estonia

A statutory minimum wage was introduced in 1991 with
the transition to a market economy. In the 1990s, when the
basis was laid for the labour market and social policy of
the regenerating country through tripartite social dialogue,
raising the minimum wage was a key issue.

Despite the relatively constant increase in the level of the state-regulated
minimum wage, it remained at between 25 and 33% of the average wage
during those years. In 2001, tripartite negotiations took place on a general
labour market policy agreement. The issue of how to raise the minimum wage
to 40% of the average wage was discussed. Finally, the minimum wage
negotiation was separated and became a topic for bilateral negotiations
between trade unions and employers. In 2001 the agreement was concluded
on the minimum wage rate for 2002 and the principles for raising it. The
relevant formula was fixed with the calculation procedure, and the goal was to
reach 41% of the average wage by 2008. Negotiations to increase the
minimum wage took place every year, but the corresponding level was reached
only in 2024. The statutory minimum wage still plays an important political role
in Estonia in several respects. On one hand, collectively agreed wage
protection is very weak because of the very low level of collective bargaining
coverage (just under 19%). The statutory minimum wage therefore has an
important anchor function for overall wage developments. The share of those
receiving the minimum wage has been stable at 3-4% of employees over the
years.

The legal basis for the minimum wage is laid down in the Collective
Agreements Act. It stipulates that the minimum wage is to be negotiated by

employers’ and employees’ central organisations and the minister must
declare it generally binding. Based on the agreement and according to the
Employment Contracts Act, the Government of the Republic establishes the
minimum wage by a regulation corresponding to a specific unit of time. It is
not permissible to pay wages below the statutory minimum wage established

by the government. In 2026 the minimum wage is 946 euros (€) per month and
€5.67 per hour.

The minimum wage applies without exceptions and deviations to all
employees working under an employment contract.

The statutory minimum wage in Estonia is based on a cross-industry
agreement between the largest trade union confederation Eesti Ametiihingute
Keskliit (EAKL) and its counterpart on the employers’ side, Eesti To6andjate
Keskliit (ETK). Changes to the minimum wage also take place through
negotiations between unions and employers. In 2023, EAKL and ETK signed a
goodwill agreement to increase the minimum wage to 50% of the average
wage by 2027 (42.5% in 2024, 45% in 2025, and 47.5% in 2026).

The agreement also includes criteria for setting the minimum wage.

The growth rates will be reviewed and may be changed if at least one of the
following conditions is met:

(i) the economy is suffering a downturn in the current or future calendar year,
according to the latest economic forecasts;

(ii) unemployment has increased significantly in the previous three quarters
compared with the previous period;

(iii) the number of companies likely to be incentivised to pay so-called
‘envelope’ wages has increased significantly, and this can be attributed to the
rapid increase in the minimum wage; and (iv) the prerequisites for a goodwill
agreement, such as the definition of the unemployed, the level of benefits or
the average wage structure, have changed significantly. If these conditions
apply, this will affect only the agreement on the minimum rate of the particular
year. The maximum increase per year is 16%. Because of Estonia’s negative
economic growth in 2024, the parties to the agreement postponed
implementation of the 50% minimum wage target until 2028.
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Minimum wage regime in Estonia

The level of the minimum wage has increased
every year, with some exceptions. The minimum
wage was €584 per month in 2020 and stood at
€886 per month in 2025, an increase of 52% in five
years, with a growth rate of 3 to 9% per year.
Although since agreement was reached on the
minimum wage in 2001 the goal has been to
achieve a faster growth rate than the average
wage, they have nevertheless risen at the same
pace (except in 2021 when the minimum wage did
not increase because of Covid-19).

When negotiating the minimum wage in 2026, the
trade unions relied on the goodwill agreement
signed in 2023 and amended in 2024, according to
which the minimum wage should have risen to
45% of the average wage. However, during the
2026 minimum wage negotiations, employers
again wanted to change the deadline of the
goodwill agreement, postponing the 50% average
wage target until 2033 and not ensuring an
increase in the minimum wage to 45%.

As a consequence, the negotiations dragged on and a solution could be found
only with the help of a national mediator. As a result, the minimum wage was
increased on 1 April 2026 to €946 per month and €5.67 per hour. This means,
however, that de facto the minimum wage was frozen for the first three
months of 2026. The new minimum wage represents 42.8% of the projected
2026 average wage and 54.8% of the median wage in 2025. The trade unions
did not agree to another amendment to the goodwill agreement.
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Collective Bargaining system in Estonia

The legal basis for collective bargaining is the Collective
Agreements Act of 1993, which determines the legal basis
for the conclusion and implementation of a collective

agreement. Itis stipulated that a collective agreement is a voluntary
compact between employees or an association or a federation of employees
and an employer or an association or a federation of employers, and state
authorities or local governments, which regulates employment relationships
between employers and employees. The law gives trade unions and employers'
organisations free rein to initiate and conclude contractual negotiations.
Should such negotiations fail, the parties have the option of turning to a
national mediator, who works based on the Statute on the National Mediator. If

no agreement is reached, the parties have the right to take industrial action.

The main level for concluding collective agreements is the company. This has
been usual since the transition period when there were enterprise level
agreements at all companies. The first sectoral agreements were concluded in
sectors in which privatisation took place more quickly and the social partners
were able to modernise their organisations. The number of sectoral
agreements has decreased over time, however, and currently only two are in
force, in road transport and health care. The creation of new extended
agreements is difficult because the size of the trade unions and the employers'
organisations in terms of the number of employees represented correspond to
the changes made in the Collective Agreements Act in 2021. These
amendments establish that the extension of terms of a collective agreement
may be agreed when trade union members in this sector constitute 15% of all
employees in that sector or have at least 500 members, and the employer
association members employ at least 40% of employees in the sector to which
the extended collective agreement applies.

Because of strong resistance from employers and the high degree of trade
union fragmentation, bargaining coverage in Estonia has been declining
steadily. While in 2019, 32.5% of employees were covered by collective
agreements, in 2021 it was already 19.1%. The main reason coverage is low —
and decreasing — is that in many areas there are no trade unions, or they are
very weak. The overall unionisation rate is 5.6%, the lowest in Europe. The
constant decrease in the number of trade union members is making them
weaker and weaker.

The employers’ organisations also have problems. Employers, especially small
and medium-sized enterprises, are not members of employers’ organisations.
Furthermore, 95% of companies are SMEs and 0.1% of companies have more
than 250 employees. Employers’ organisations do not see themselves as
social partners. Social dialogue has been replaced by lobbying. Unfortunately,
several state agencies also refuse to conclude collective agreements with
trade unions, which illustrates the government’s lack of support for collective
bargaining.

Other structural features of the Estonian collective bargaining regime include
the following:

* The validity of collective agreements after their expiry

Upon expiry it is deemed that a collective agreement shall remain valid
indefinitely unless either party to the agreement notifies the other in writing at
least three months beforehand that it does not wish for the agreement to be
extended. In the event the collective agreement becomes valid for an indefinite
period, the parties are required to comply with its terms and conditions until a
new agreement is signed or it is terminated by cancellation. A collective
agreement that is valid for an indefinite period may be cancelled by either party
to the agreement by notifying the other party thereof no less than six months
in advance. The obligation arising from a collective agreement to refrain from
calling a strike or a lock-out ends as of the submission of a notice concerning
the cancellation of the collective agreement.

 Exclusion of certain groups of employees from bargaining

Only active military personnel are excluded from bargaining. According to the
Trade Union Act, they are prohibited from establishing or joining a trade union.
Because only trade unions can conclude collective agreements, active military

personnel cannot collectively negotiate their working conditions.
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Collective Bargaining system in Estonia

+ Collective bargaining clauses in public procurement procedures * Protection of workers and trade union reps from dismissal and The employer must prove that the employment contract has been terminated

_ _ , _ discrimination on a legal basis, for example due to a breach of work obligations. During
According to the Public Procurement Act, the contracting authority can, but

negotiations, all participating employees are considered union representatives.
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violated applicable social or labour law obligations arising from legislation or a discrimination is regulated by the Collective Agreements Act and the
collective agreement. The condition has been used in bus transport Employment Contracts Act. An employer may not terminate an employment o . . . .
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procurements where there is a sectoral agreement. contract on the grounds that the employee represents other employees.
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without hindrance organisation work and working conditions in the company

L : relevant notice.
or other organisation where members of the trade union are employed. The

right of access to workplaces for organising is not regulated or guaranteed.
CB Predominant level at which wage bargaining takes place per Country CB Trade Union Density (%) for each Country

Predominant level at which wage bargaining takes place

% 100% M Sector 70%
100% 100% 98% 98°%

M sector/Company

92% Company 65%
89% 88% M company (almost exlusively)
60%
83% goo,
55%
72% 50%
660/0 65% 45%
57% .
49% 35%
43% 499, 30%
34% 25%
° 32% g0,
2% 28% 28% 20%
26% 26%

20% 19% 15%
120/0 10%
I 5%
0%

65.9%

60.4%

80%

51.4%

47.5%

60%

36.5%

32.1%

30.2%
29.7%

40%

21.3%
20.2%
20.2%

16.9%
15.3%
15.2%
14.1%
13.9%
13.8%
13.4%
12.5%
11.8%

20%

10.3%
10.1%
9.4%
9.4%
8.3%
7.8%

0

o
32

a
n
10

10
10

10

ltaly
Belgium
France
Austr
Spa
Finland
Sweden
Portugal
Denmark
Croat
Germany
Czechia
Romania
Ireland
Cyprus
Malta
Lithuania
Slovak
Greece
Latvia
Bulgar
Hungary
Estonia
Poland
Sweden
Denmark
Finland
Belgium
Malta
Cyprus
ltaly
Romania
Ireland
Austria
Croatia
Slovenia
Bulgaria
Germany
Portugal
Greece
Spain
Slovakia
Latvia
France
Poland
Czechia
Lithuania
Hungary
Estonia .4.1%

c
a
>

i)

w

Luxembourg
Netherlands

n
© 2
c )
S] 0
g a
]

£ 5
=

2 <
= 3


https://www.riigiteataja.ee/et/akt/101072017001?leiaKehtiv

WAGE-UP | Minimum Wage & Collective Bargaining

D

Transposition of the European Directive
on Adequate Minimum Wages in the EU

As part of the transposition of the Directive, the Estonian
Employers’' Confederation, the Confederation of Estonian
Trade Unions and the Ministry of Economic Affairs and
Communications concluded a ‘goodwill agreement’ on
16 June 2023 on the level and adjustment method of the
minimum wage for 2024-2027. The goal was to increase
the minimum wage to 50% of the average wage by 2027.

However, because of Estonia’s negative economic growth, employers and
unions postponed implementation by one year to 2028, and for 2025 a smaller
minimum wage increase was agreed than the one initially agreed (42.5% of the
average wage instead of 45%).

The Ministry's position is that Estonian law is in line with the Directive. The
minimum wage is already negotiated by trade unions and employers, and the
state has no role in this. According to the government, the only measure
needed to fulfil the obligations of the Directive is the establishment of an
action plan to promote collective bargaining because bargaining coverage in
Estonia is far below 80%. Estonia missed the transposition deadline of 15
November 2024. However, since 13 February 2026, the directive is officially
transposed when the Act on Amendments to the Employment contract Act and

Other Acts entered into force.

Also as part of the transposition, tripartite meetings on the action plan have
been held since the second half of 2022. The Ministry's position is that
promoting collective bargaining is a matter between the social partners. After
the tripartite meetings the first draft action plan was submitted by the
government in April 2024. Trade unions assess that the measures included in
the action plan do little to strengthen collective bargaining. In November, the
government proposed a new plan, taking the analysis of the reasons for low
collective bargaining coverage out of the initial action plan.

The Ministry and employers are satisfied with the current situation, while trade
unions would like more measures to strengthen the social partners. The plan
has been proposed for 2025-2026. There have been no public or
parliamentary discussions on the topic.

In October 2025, the action plan for advancing collective bargaining 2025-
2027 was finally submitted to the European Commission. The action plan
includes the following main measures:

(i) updating and developing the database of collective agreements (upgrading
the database to the web platform of the government portal) with the aim of
improving the quality and availability of information on collective agreements;

(i) additional possibilities to derogate from the law by collective agreement
(for instance on working and rest time) with the aim of allowing more flexibility
when concluding collective agreements as an incentive to engage in
negotiations;

(iii) reviewing the regulation on extending collective agreements, including the
possibility to agree on additional provisions in the extended collective
agreement (in addition to remuneration and working and rest time), simplifying
the process of extending collective agreements, allowing confederations
instead of a federation to enter into a sector-specific collective agreement if
the sector has a low degree of organisation, and strengthening the monitoring
of compliance with extended collective agreements;

(iv) various promotion and information activities on collective labour relations
(for example, optional courses on labour law for upper secondary school
students, rewarding research on collective labour relations). The aim here is to
raise people's awareness of collective labour relations, especially among
young people, with a view to increasing the coverage of collective agreements
in the long term.
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Overall, trade unions have been critical of the
action plan because it does not contain any
concrete measures to promote sectoral
bargaining as the key tool for increasing
bargaining coverage. Another measure to
promote collective bargaining would be to
give civil servants the opportunity to
conclude collective agreements. In addition,
the action plan does not include specific
responsibilities or deadlines for completing
the action plan items. There have been no
further activities, including tripartite or
bilateral meetings to discuss further
activities. The same applies to measuring
the coverage of collective bargaining.
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