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Employment longer than 2 weeks 
requires written contract. Employment contracts must be in writing.
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Fixed-term employment contracts are permitted only for special situations (in Lithuania, up to 20% of all 
employment contracts can be fixed-term for permanent positions). Maximum period: 5 years.

Both permanent and  
fixed-term1. 
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Maximum 4 months. Maximum 3 months.

During trial period both parties 
can terminate employment on  
15 days’ notice. During trial period both parties can terminate employment on  

3 working days’ notice.

During trial period the party 
benefiting from the contractual 
trial period may terminate em-
ployment on 3 calendar days’ 
notice or on the last trial day 
without notice.
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Normal full-time work is 8 hours daily and 40 hours weekly.

Overtime work only occurs by mutual agreement between the parties or in the case of emergency.

 ■ Overtime work cannot exceed 
on average 8 hours within a 
7-day period, as calculated in 
an accounting period of up to 4 
months.

 ■ Overtime is compensated by 
time off or in money (x 1.5 
normal salary).

 ■ Overtime work cannot exceed 
on average 8 hours within a 
7-day period, as calculated in 
an accounting period of up to 
4 months.

 ■ Overtime is compensated in 
money (x 2 normal salary).

 ■ Overtime cannot exceed 8 
hours in any week (with the 
employee’s consent – 12 hours 
in a week) and 180 hours in a 
year (higher yearly limit may 
apply if a Collective Agreement 
so allows).

 ■ Overtime is compensated in 
money (x 1.5 normal salary).

 ■ Overtime work cannot exceed 
10 hours weekly and 180 hours 
yearly.

 ■ Overtime is compensated by 
time off or in money (in an 
amount equal to or more than 
the piece rate or hourly wage 
rate of the employee).
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The statutory minimum annual vacation is 28 calendar days.

The statutory minimum annual 
vacation is 20 working days (24 
working days for employees 
working 6 days a week)

The statutory minimum annual 
vacation is 24 calendar days for 
employment agreements and 
25-29 days for employment 
contracts.

ESTONIA LATVIA LITHUANIA BELARUS

1Under Belarusian legislation two forms of employment relationship are available: one is based on an employment agreement (regulated by labour law) – where the agreement is concluded 
for an indefinite term or on special occasions for a fixed term; the other is based on an employment contract (regulated by labour law and specific employment contract regulations) – where a 
specific type of agreement is concluded for a fixed term of 1 to 5 years.
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An employee must keep the employer’s business secrets in the course of employment  
(in Lithuania – subject to a confidentiality agreement or employment contract).

After termination of employment, the employee’s confidentiality obliga-
tion remains valid in law as long as needed to protect the employer’s le-
gitimate interests.

After termination of employment, 
the employee’s confidentiality ob-
ligation remains valid for the term 
set in a confidentiality agreement 
or employment contract.

After termination of employment, 
the employee’s confidentiality ob-
ligation remains valid if this was 
agreed with the employee and for 
the term specified in the non-dis-
closure agreement.
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Employer and employee can conclude a post-employment non-compete 
agreement.

Employer and employee can con-
clude an employment and/or post-
employment non-compete agree-
ment.

Restriction of competition in em-
ployment relations is unenforce-
able under local law, except for a 
non-compete agreement conclud-
ed with employees of High Tech 
Park residents (this exemption en-
tered into force on 28.03.2018).

Maximum period of non-compete restriction is 1 year. Maximum period of post-employ-
ment non-compete restriction is 2 
years.2 years.

Maximum period of non-compete 
restriction is 1 year after termina-
tion of an employment agreement 
with a High Tech Park resident.

Employer must pay reasonable non-compete compensation, which cannot 
be part of regular salary.

Employer must pay compensation 
of at least 40% of the employee’s 
average monthly salary. Compen-
sation cannot be part of regular 
salary.

Employer must pay non-compete 
compensation for each month of 
compliance with the non-compete 
obligation in an amount not less 
than one-third of the employee’s 
average monthly salary for the last 
year of employment.
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Employee payroll tax:

 ■ income tax of 20%
 ■ pension insurance of 2%, if the 

employee has joined a pension 
scheme

 ■ unemployment insurance tax of 
1.6%

Employer payroll tax:

 ■ social tax of 33%
 ■ unemployment insurance tax of 

0.8% 

Employee payroll tax:
 ■ Progressive income tax of:
 ■ 20% for annual income of less 

than EUR 20,004 
 ■ 23% for annual income between 

EUR 20,004 and EUR 55,000;
 ■ 31.4% for annual income 

exceeding EUR 55,000
 ■ social insurance contribution of 

11% (capped when annual gross 
salary reaches EUR 55,000)

 ■ part of solidarity tax of 11% 
for gross salary exceeding EUR 
55,000

Employer payroll tax:
 ■ social insurance contribution of 

24.09% (capped when annual 
gross salary reaches EUR 55,000)

 ■ part of solidarity tax of 24.09% 
for gross salary exceeding EUR 
55,000

Employee payroll tax:
 ■ income tax of 15%
 ■ social insurance contribution of 

9% (11% in case the employee 
chosen to accrue for the pension 
additionally)

Employer payroll tax:
 ■ social insurance contribution 

from 31.18% to 32.8% (including 
payments to Guarantee Fund) 
depending on insurance rates 
for accidents at work. Additional 
1,4% applies in case temporarily 
employment contract is concluded

The employer’s payroll tax is cal-
culated and paid on the top of 
the gross salary paid to employee 
at the expense of the employer. 
The employer’s payroll tax should 
be calculated and paid from the 
amount no less than the mini-
mum gross monthly salary, unless 
exemption applies

Employee payroll tax:

 ■ income tax of 13% 
 ■ social insurance contribution of 

1 %

Employer payroll tax:

 ■ social insurance contribution 
from 34% to 35%, depending on 
insurance rates for accidents at 
work
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Normal full-time work is 8 hours daily and 40 hours weekly.

Overtime work only occurs by mutual agreement between the parties or in the case of emergency.

 ■ Overtime work cannot exceed 
on average 8 hours within a 
7-day period, as calculated in 
an accounting period of up to 4 
months.

 ■ Overtime is compensated by time 
off or in money (x 1.5 normal 
salary).

 ■ Overtime work cannot exceed 
on average 8 hours within a 
7-day period, as calculated in 
an accounting period of up to 4 
months.

 ■ Overtime is compensated in money 
(x 2 normal salary).

 ■ Overtime cannot exceed 8 hours 
in any week (with the employee’s 
consent – 12 hours in a week) and 
180 hours in a year (higher yearly 
limit may apply if a Collective 
Agreement so allows).

 ■ Overtime is compensated in money 
(x 1.5 normal salary).

 ■ Overtime work cannot exceed 10 
hours weekly and 180 hours yearly.

 ■ Overtime is compensated by time 
off or in money (in an amount 
equal to or more than the piece 
rate or hourly wage rate of the 
employee).

The statutory minimum annual vacation is 28 calendar days.

The statutory minimum annual va-
cation is 20 working days (24 work-
ing days for employees working 6 
days a week)

The statutory minimum annual va-
cation is 24 calendar days for em-
ployment agreements and 25-29 
days for employment contracts.
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Days 1-3 of illness are unpaid.

On days 2-3, employer can pay com-
pensation to the employee without 
paying social tax.

On days 4-8, compensation is paid 
by the employer @ 70% of the em-
ployee’s average salary.

Thereafter an absent employee is 
compensated by the Health Insur-
ance Fund @ 70% of their average 
salary.

Day 1 of illness is unpaid.

On days 2-10, compensation is paid 
by the employer; on days 2-3 @ 75% 
of the employee’s average salary 
and on days 4-10 @ 80% of the em-
ployee’s average salary.

Thereafter an absent employee is 
compensated by the State Social In-
surance Agency @ 80% of their aver-
age salary.

On days 1-2 compensation is paid by 
the employer @ 80%-100% of the 
employee’s average earnings.

Thereafter an absent employee is 
compensated by the Social Insur-
ance Fund. From the 3rd day of ill-
ness the employee is paid up to 
80% of average salary (certain caps 
apply).

On days 1-12, compensation is paid 
@ 80% of the employee’s average 
salary.

Thereafter an absent employee is 
compensated @ 100% of their av-
erage salary.

Compensation is paid by the em-
ployer from State Social Security 
Fund sources.
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The employee can terminate the employment contract any time by notifying the employer:

30 days in advance 1 month in advance. 20 calendar days in advance. 1 month in advance.

If the employer breaches an em-
ployment contract, the employee 
may terminate employment with 
immediate effect and claim com-
pensation @ 3 average monthly 
salaries (the court can increase or 
decrease the amount if good reason 
is shown for it).

An employee who has good reason 
(i.e. condition based on consider-
ations of morality and fairness that 
does not allow continuation of an 
employment relationship) may ter-
minate employment with immedi-
ate effect and claim payment of 
statutory severance pay. Statutory 
severance pay depends on length of 
service with the employer and may 
vary from x 1 to 4 monthly average 
earnings.

If the employer breaches an em-
ployment contract or if other impor-
tant reasons arise, an employee may 
terminate employment on 5 work-
ing days’ notice. In that case the em-
ployee is entitled to severance pay 
of x 2 average monthly salaries (1 x 
average monthly salary when dura-
tion of employment is less than one 
year).

If a state authority or court con-
firms breach of an employment 
contract by the employer or other 
good reasons, an employee may 
terminate an employment agree-
ment (both permanent and fixed 
term) with immediate effect. Sev-
erance pay is at least two weeks’ 
average earnings in the case of 
an employment agreement and x 
3 average monthly salaries in the 
case of an employment contract.
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Length of 
employment

Notice period

Less than 1 year 15 days

From 1 to 5 
years

30 days

From 5 to 10 
years 

60 days

10 years and 
over

90 days

The notice period is 1 month. The notice period is 1 month (2 
weeks when duration of employ-
ment is less than one year). Notice 
periods are doubled for employees 
who have less than 5 years remain-
ing until retirement age.

Notice periods are tripled for some 
employees, eg those with children 
under 14, less than 2 years remain-
ing until retirement age, disabled 
employees.

The notice period is 2 months.

* 4 months for some employees, eg 
those with children under 14.
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Severance pay by an employer 
equals 1 x the employee’s monthly 
average salary. The employee can 
claim additional severance pay from 
the Unemployment Fund as follows:

Length of 
employment

Severance 
pay (number 
of average 
monthly 
salaries)

From 5 to 10 
years

1

10 years and 
over

2

Severance pay is paid by the employ-
er and depends on length of service 
with the employer as follows:

Length of 
employment

Severance 
pay (number 
of average 
monthly 
salaries)

Less than 5 
years

1

From 5 to 10 
years

2

From 10 to 20 
years 

3

Over 20 years 4

Severance pay is paid by the employ-
er and by the state and depends on 
length of service with the employer 
as follows:

Paid by the employer

Length of 
employment

Severance 
pay (number 
of average 
monthly 
salaries)

Up to 1 year 0.5

Over 1 year 2

Paid by the state

Length of 
employment

Severance 
pay (number 
of average 
monthly 
salaries)

Up to 5 years 0

From 5 to 10 
years

1

From 10 to 20 
years

2

Over 20 years 3

Severance pay is x 3 monthly aver-
age salaries and is paid by the em-
ployer.
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A collective agreement applies to 
those employers and employees who 
belong to organisations that have 
entered into a collective agreement, 
unless the collective agreement pro-
vides otherwise or it is an industry-
level agreement.

By law, in some cases a collective 
agreement is binding on all employ-
ers in the relevant sector and applies 
to all employees of those employers.

A company-level collective agree-
ment can be signed only if employees 
are represented by a trade union. 
Company-level collective agreements 
apply to employees who are mem-
bers of a trade union, unless the trade 
union and the employer agree other-
wise and the employees approve. 

A collective agreement applies to 
those employers and employees 
who belong to organisations that 
have entered into a collective agree-
ment, unless the collective agree-
ment provides otherwise.
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Trade union membership is generally low. Trade union membership is high in 
state-owned companies.

Employers with 20 or more employ-
ees on average must establish a works 
council (except for employers with at 
least 1/3 of personnel belonging to a 
company-level trade union).

Special rights apply to trade union members and works council members, e.g.:

 ■ employee representatives of trade 
unions have the preferential right 
to keep their job in case of lay-offs

 ■ employment contracts of employee 
representatives in trade unions 
cannot be terminated without 
notifying the trade union

 ■ employer must consult with 
employee representatives of the 
trade union prior to taking a decision 
which could affect employees’ 
interests (e.g. in the case of business 
transfer or collective redundancy).

 ■ an employment contract generally 
requires the consent of the trade 
union

 ■ if employees have formed a trade 
union or elected their authorised 
representatives, the employer 
must consult with employee 
representatives prior to taking 
a decision which could affect 
employees’ interests.

 ■ employment contracts with 
members of representative bodies 
of trade unions can be terminated 
only with the consent of the State 
Labour Inspectorate

 ■ employment contracts with 
members of works councils can be 
terminated and their employment 
terms and conditions can be 
worsened only with prior consent 
of the State Labour Inspectorate

 ■ if employees are not represented 
by a trade union, the employer 
must inform them directly about 
major organisational changes such 
as redundancy or business transfer 
or about other important events 
affecting the status of employees.

 ■ an employment contract in some 
cases requires consent from (or 
notifying) the trade union

 ■ formally employees have the right 
to be involved in the management 
of the company, though it hardly 
happens in practice

 ■ if employees are not represented 
by a trade union or works council, 
the employer must inform them 
directly about major organisational 
changes such as redundancy 
or business transfer or about 
other important events affecting 
essential employment conditions.
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Estonian employment law does not 
recognise disciplinary sanctions.

 ■ Reproof
 ■ Reprimand
 ■ Termination of employment contract 

due to misconduct committed by 
the employee is possible but is not 
regarded as a disciplinary sanction.

Lithuanian employment law does not 
recognise disciplinary sanctions as 
such. However, liability is applied for 
a breach of work duties as follows:

 ■ Warning of possible termination if 
the same misconduct is repeated 
within the next 12 months

 ■ Termination without notice in 
the case of gross or repeated 
misconduct.

 ■ Reproof
 ■ Reprimand
 ■ Termination without notice in 

the case of gross or repeated 
misconduct.

N/A Prior to imposing sanctions, the employer must request the employee to provide explanations.

N/A Sanction can be imposed within 1 
month after the employer becomes 
aware of misconduct and within 12 
months from commission of miscon-
duct.

Sanction can be imposed within 1 
month after the employer becomes 
aware of misconduct and within 6 
months from commission of miscon-
duct (in some specific cases – within 
2 years).

Sanction can be imposed within 1 
month after the employer becomes 
aware of misconduct and within 6 
months from commission of miscon-
duct (in some specific cases – within 
2 years).
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Sorainen offers expertise in key employment areas in the Baltic States and Belarus, including:

 ■ employment and executive contracts;

 ■ collective redundancies and individual dismissals;

 ■ employment disputes;

 ■ business transfers and other HR changes;

 ■ confidentiality and fair competition;

 ■ employee privacy;

 ■ collective bargaining;

 ■ HR policies;

 ■ remuneration systems and working time costs;

 ■ employment guarantees and management of related risks.

Trusted by ABB, AIG, British American Tobacco, Latvian National Opera and Ballet, L’Oreal, Microsoft, Mondelez, Oberthur Technologies, PKC and others.


