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A brief country overview:  

Estonia is the most northerly of the three Baltic States, and has linguistic ties with Finland. 

Since regaining its independence with the collapse of the Soviet Union in 1991, Estonia has become one of 
the most economically successful of the European Union's newer eastern European members. 

Ruled at various times during the middle ages by Denmark, the German knights of the Livonian Order, and 
Sweden, Estonia ended up part of the Russian Empire in the 18th century. 

It experienced its first period of independence in 1918, following the end of the First World War and the 
collapse of the Russian Empire. 

 

 

 

 

 

 

 

Key Country facts 
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Official Language: Estonian 

Currency: Euro 

Country dial code: +372 

Country abbreviation: EST 

Statutory filing payment methods:  

National minimum wage: 390.00 EUR per month (Jan 2015) 
 

Annual filing Deadline: An individual is obligated to submit an annual report by March 31. Penalties are 

imposed in the case of a delay in submitting the annual report as well as a fine for each day's delay in 

payment of the tax due. 

Public Holidays In Estonia  
 

Holidays in Estonia 2015/16 

2015 2016  Holiday Holiday Type 

01 January  01 January New Year’s Day  National Holiday  

24 February 24 February Independence Day National Holiday  

03 April 25 March Good Friday  National Holiday  

01 May  01 May Spring Day National Holiday  

10 May 08 May Mother’s Day  Not a Public Holiday 

23 June 23 June Victory Day National Holiday 

24 June 24 June St. John’s Day Midsummer Day 

20 August  20 August 
Independence 
Restoration Day 

National Holiday 

17 October 15 October Ethnicity Day  National Holiday 

08 November 13 November  Father’s Day Not a Public Holiday 

24 December 24 December Christmas Eve National Holiday  

25 December 25 December Christmas Day National Holiday 

26 December 26 December  Boxing Day  National Holiday  
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Kumu is an art museum in Tallinn, 

Estonia. The museum is the largest 
one in the Baltics and one of the 

largest art museums in Northern 
Europe. It is one of the five branches 

of the Art Museum of Estonia, housing 

its main offices. Kumu is an 
abbreviation of the Estonian 

"Kunstimuuseum" ('art museum'). 
 

Kumu presents both permanent 

collections and temporary exhibitions. 
The main collection covers Estonian 

art from the 18th century onwards, 
including works from the occupations 

period (1940–1991) and showing both 

Socialist Realism and what then 
Nonconformist art was. Temporary 

exhibitions include both foreign and 
Estonian modern and contemporary 

art. Kumu received the prestigious 
European Museum of the Year Award 

of 2008 from the European Museum 

Forum.  
 

The Art Museum of Estonia was 

founded on November 17, 1919, but it 

was not until 1921 that it got its first 

permanent building — the Kadriorg 

Palace, built in the 18th century. In 

1929 the palace was expropriated 

from the Art Museum in order to 

rebuild it as the residence of the 

President of Estonia. 

Business and culture in 
Estonia 

What you need to know about processing 
payroll in Estonia 

Establishing as an Employer in Estonia 
 

Foreign investors will not only find a welcoming business 
environment in Estonia, but will also enjoy working with the highly 
qualified workforce in the country. According to the Company Act, 
business owners can establish several types of companies in 
Estonia. These are the private limited company, the public limited 
company, the general partnership, the limited partnership or the 
sole proprietorship. 
  
International companies that want to base their business in Estonia 
can choose to open a branch or even a liaison office. If you cannot 
be present in the country during the company incorporation 
procedures, one of our company formation agents in Estonia can 
help you obtain a special power of attorney so that one of our 
representatives can act on your behalf for your Estonian company. 
  
The steps for starting a business in Estonia are the following: 
choosing a business name and checking its availability, registering 
the company at the Commercial Register, registering the company 
as a VAT payer, registering any employees in the employee 
registry. 
  
Companies in Estonia need to observe the tax obligations 
applicable in the country and they must also comply with the 
accounting requirements. 

 

Employment 
 

The working day usually starts from 9 a.m. and runs until 5 p.m. 
Estonian employees have the same problems as some of their 

western counterparts including working longer hours than are 
allowed by law, short annual leave, lack of paternity leave (though 

in some jobs paternity leave is allowed and can be rather long), 

lack of flexible working hours (depending on the job), an absence 
of help with day care for working mothers and so on. 

 
Companies who do not want to lose valued employees, are 

beginning to offer extra benefits  such as flexible working time for 
parents , study leave and many other benefits that would have 

been inconceivable  even five short years ago. 

 



15 

Copyright 
All rights reserved. No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or 

other electronic or mechanical methods, without the prior written permission of the publisher. 
Disclaimer 
Every effort has been made to ensure that all information in this booklet is correct at time of publication. This information should be used as reference only and not as 

a sole source of decision making. 

 

Getting down to business  
In Estonian business culture, physical contact is frowned upon. Estonians do not gesticulate during 

discussions, nor do they make facial expressions. 
 

Business managers prefer to maintain eye contact with their business partners during discussions, since, 
this is interpreted as being interested in and committed to the business discussion. Estonians also study 

facial reactions, so be aware of this. The best way to contact someone in Estonia is to call them on the 

phone. This is preferable to sending an email, as the reply might take some time to reach you. If you 
really want something done, then investing in regular and sustained face-to-face interaction is the way to 

go. 

Visas and work permits in Estonia 

 

A residence permit is needed by residents of third countries and by people with an unknown citizenship 
status. When a residence permit is provided or renewed, a residence permit card is issued for the foreign 

national. A residence permit card contains personal data about the user, residence and work permit 

information, a photograph and fingerprints. To apply for a residence permit a state fee needs to be paid. 

Foreign nationals living in Estonia according to a residence permit areusuallt allowed to work in Estonian 

without an additional work permit. Since 01.09.2013 separate work permits are not issued. The right to 
work is set in the Aliens Act. 

 

NB! Foreign nationals who are given extensions of residence permit in existence of legal income are not 
allowed to work in Estonia. 

 

Working without a residence permit 

 

Short-term employment in Estonia is allowed for up to 6 months in a year. A foreign national can work 

short-term in Estonia if he arrives to or stays in Estonian under a visa or a visa waiver program and: 

 The employment is registered with a prefecture of the Citizenship and Migration Department of the 

Police and Border Guard Board. Registration of short-term employment in Estonia can be applied 
for by the employer or; 

 A managing or supervising role as a member of management body of a legal entity registered in 

Estonia is carried. 

European Union citizen's right to work 

 
A citizen of the European Union, a member state of the European Union Economic Area and Swiss 

Confederation (hereinafter an EU citizen) has a right to stay in Estonia on the basis of a valid travel 

document or an identity card for the period of up to three months without registration of the right of 
residence. 

EU citizen’s family members can work in Estonian only in case they have the right of residence (either 

temporary or long-term). 
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Tax & Social Security 

Tax 
 
Estonian taxation system is considered to be simple and liberal. Compared to most European countries, the 

major difference is that income tax has only one general flat rate. 

Direct taxes are withheld from the salary automatically by the employer. Direct taxes are income tax, 

unemployment insurance and the funded pension payment. 

As of January 2015, income tax is 20%, and there is a monthly unemployment insurance tax of 1.6%, 
which is deducted from your salary by your employer. 

 An individual's income is taxable at the rate of 20%. 

 A limited company is liable for tax at the rate of 20%. 

           - The tax does not apply to accumulated undistributed profits. 
           - The tax applies to an actual distribution of profits by the company, mainly to a dividend 

or to gifts and benefits that have been distributed. The tax payable is at the rate of 20/80 of the 
actual payment (20% of the gross profit). 

As of January 2015, the sum of 154 euros from the monthly salary is income tax free for Estonian 
residents. You must ask your employer to take the income tax free sum into account monthly for salary 

payments. Income tax is not charged on compensation for official travel, accommodation and daily 
allowances, if these are within the limits established by the law. 

 

Social tax is paid by employers at a rate of 33% on all payments made to employees for salaried work 
performed, as well as an extra 0.8% unemployment insurance. Social tax is not part of the salary number; 

it is calculated on the basis of the agreed (gross) salary. 13% of the social tax goes to the Health 
Insurance Fund and 20% goes to pension insurance. 

 
Estonia has agreements with a many countries to avoid double taxation. Some of these agreements have 

more favourable conditions for researchers or professors so check the agreement with your home country. 

 
There is also a land tax for landowners. The land tax varies in different towns and counties and must be 

paid by the landowner according to the tax announcement that he/she receives from the Estonian Tax and 
Customs Board. 

 

Social security  
 

The social protection system is made up of two pillars: the social security system that comprises pension 

insurance, health insurance, child benefits, unemployment benefits and funeral grants; and the social 

welfare pillar that consists of social assistance cash benefits and social services.  

 

In the Estonian context, no distinction is made between social insurance and social security, which are 

covered by the same term in the Estonian language. The pension and health insurance schemes are 

contributory social security schemes that are financed principally by the social tax. The Estonian social tax 

of 33% (comprising 20% social security contributions and 13% health insurance contributions) must be 
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paid by employers on top of the gross salary. Currently, employees are not required to make any personal 

social tax contributions. 

 
Tax reporting year 
 

The tax year in Estonia ends on December 31. 

 

Payslips 
 

Employers must provide employees with a payslip each month. Each month, the payslip should include a 
detailed list of all deductions to the employee’s salary including taxes, social insurance and voluntary 

contributions.  
 

Compliance 
 

 

Employer Registration  
Companies opening a branch in Estonia should be registered with the Estonian Commercial Register; this 

requires a certificate of incorporation from the country of incorporation.   

For Tax an employer has to contact Estonian Tax and Customs Board (Endla str.8, Tallinn), and complete 

the required application with the short description of the business nature, copy of the Articles of 

Association, the document certifying the authorisation of the person who applies and a specimen 

signature. 

Estonian health insurance relies on the principle of solidarity: the Health Insurance Fund covers the cost of 

health services required by the person in case of illness regardless of the amount of social tax paid for the 

person concerned.  

For health insurance coverage the following is required: 

a) employer has registered an employee in Health Insurance Fund (application form can be filled in 
and sent via the internet) 

b) Social tax is actually paid on behalf of that employee and details reported on monthly basis to Tax 
Department. 

The employee is covered by Social Security by the same payments noted in b) (the same tax covers both 

areas: social security + health insurance), no special registration is needed. 

 

Starters/Registration 

Registration of new employees needs a copy of their person ID-card and an application to be sent through 

within 7 days of the employee start date. 

Information Required – Personal details, salary and benefit details and social security number.  If a 

foreign-national, they should supply a copy of their residence permit and work permit. Tax cards are not 

used in Estonia. 
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Leavers/De-registration  

The notice period should be at least 1 month unless termination is caused by illness and a reason for 

leaving is required, plus the leave date and any outstanding holiday paid. 

De-registration forms must be a sent  to the Estonian Health Insurance Fund. 

 

Data Retention  
 

Employers are obligated to retain payroll documentation for fifty (50) complete years 

 

 

Statutory Absence/Payments 

Annual leave 
The duration of the annual vacation is 28 days, an extended vacation is granted in case of some 

professions, such as state officials and local government officials, teachers, academic, pedagogical and 

scientific staff and others. National holidays and public holidays are not included in the vacation duration 
calculations. Employees who have worked at least six months during their first working year have the right 

to be granted a vacation in proportion to the number of months worked. 
 

Maternity leave 
A woman is granted 140 days pregnancy and maternity leave, which may commence at least 70 days 

before the estimated birth date of the child. The pregnancy and maternity leave should be commenced at 
least 30 days before the estimated birth of the child, or else deductions will be made to the maternity 

benefit. A mother or father shall be granted parental leave at her or his request for raising a child of up to 

3 years of age. 
 

Paternal leave 
 

Father is entitled to a paternity leave of 10 days during the pregnancy and maternity leave of the mother 

or within two months after birth of the child. Holiday pay are paid according to the father’s average salary, 
but not more than three times the average monthly gross wages of Estonia in the quarter preceding the 

month of use on the basis of data published by the Statistical Office. 
In addition, the cohabite of the woman has a right to use his annual holiday during the time of the 

pregnancy and maternity leave of the woman. Whereas he is entitled to a full-time holiday, regardless of 

the time worked at the employer. 

 

Sickness  

70% of the reference wage is paid from the ninth day of sickness for temporary sick leave from 

employment or periods of quarantine; 80% for hospitalization, outpatient treatment, caring for a sick 

family member at home, or a child with a disability who is younger than age 16; and 100% for an 
occupational disease or a work injury. (The employer pays 70% of the insured's average wages from the 
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fourth to the eighth day of incapacity.) The benefit is paid for up to 182 calendar days for each period of 

sickness; for up to 240 calendar days for tuberculosis. 

The reference wage is the insured's average gross daily wage in the previous calendar year. There is no 
maximum reference wage. 

Benefits also include wage compensation for a temporary transfer to another job as a result of the 
incapacity. The benefit is the difference between earnings before and after the job transfer. The benefit is 

paid from the transfer day for up to 60 calendar days. 

Benefits  
 

Child Allowance 

The child allowance (19.18 Euros) is paid monthly to one of the parents of a child under the age of 16, 

and in case the child continues his/her studies, the child allowance is paid until the 19th birthday. 

Additional allowances are paid to families with three or more children. These benefits are paid by the 

Social Insurance Board. 

Estonian contribution-based benefits 

Working and paying contributions in Estonia gives you entitlement to a number of Estonian social security 
benefits. These benefits include unemployment benefit, and permanent and temporary incapacity benefit. 

Note that paying contributions as a self-employed worker does give you entitlement to unemployment 

benefit in Estonia. 
 

If you have worked in Estonia but have been told that you do not have entitlement to Estonian social 
security benefits as you have not paid enough national insurance contributions, you must make sure you 

declare the contributions you have made in the UK. They can be used to make up any entitlement as 
though they were paid in Estonia. Also make sure that, as for any benefit application, you apply in writing. 

 


