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Executive Summary
In Estonia, youth-related policies are designed and youth work is coordinated by the Ministry of
Education and Research (MER). However, several stakeholders are involved in policy design and
implementation – the Ministry of Social Affairs (MSA), the Unemployment Insurance Fund (UIF), the
Estonian Chamber of Commerce and Industry, representatives of employers, etc. Policy
implementation on local levels is coordinated through county and municipality governments. Youth
work itself is executed through a number of institutions run by municipalities or NGOs, e.g. local youth
centres, youth unions, youth camps, information and counselling centres, hobby education schools
etc. The link between these institutions and the MER is the Estonian Youth Work centre, which is a
national organisation working to implement, develop and promote youth policies and youth work.
Compulsory education in Estonia includes basic education which starts at the age of 7 and lasts for 9
years or until the student turns 17. After basic education, a choice can be made between general
secondary education and vocational education (either vocational secondary education or vocational
education based on basic education). In practice about 70% choose secondary education, after which
they can continue with higher education, either in a university or a professional higher education
institution. But vocational education based on secondary education can be chosen as well – about
43% of all students in vocational education are enrolled in those programmes. In addition, some
vocational education programmes have no education requirements and can therefore be attended by
those who have not completed basic school. Vocational education in the form of apprenticeships is
not very common, including only about 2% of students. Work experience placements (internships) are
a crucial part of vocational and professional higher education, but also some university programmes
(such as medicine and teaching).
The number of school-aged children has been decreasing for more than a decade, inducing a need to
restructure the general education system. Schools have been and will be (partially) closed, especially
on the secondary level, to enable offering high-quality education. In addition, the national curricula for
basic and secondary schools were updated in 2011 to separate the two levels of schooling more
clearly and to encourage using active learning methods, integrating different subject fields and
bringing subjects ‘closer to life’. Extra attention has been paid to increasing individual approaches to
students with special educational needs. A number of initiatives have been started by the MER to
involve different stakeholders – schools, parents, communities, vocational and higher education
institutions, and employers – in improving the quality of general education.
Vocational education is generally free and more often offered by public rather than private institutions.
The reputation of vocational education has improved in recent years and cooperation has increased
with employers regarding the contents of the programmes as well as the vocational standards
system. The legislation introduced in 2013 presented a shift from input-based to outcome-based
vocational education where the knowledge, skills and attitudes of graduates are related to vocational
qualification standards. Special attention is paid to improving the quality of practical learning and
internships. Vocational students are entitled to results-based study grants, but there are special
grants for those facing economic difficulties and those who do not live close to the school.
Higher education programmes taught in Estonian are free in public institutions, but the student is
required to study full-time – otherwise he/she will be transferred to part-time studies and the institution
has a right (although no obligation) to charge a tuition fee. The tuition fee is determined by the
university although there are national limits. Such a system is the result of recent reforms, as before
3

4

Eamets & Humal

2013/14 most programmes had both state-funded study places and study places where the student
had to pay a tuition fee. In addition, the financing system of higher education institutions shifted from
quantity-based to quality-based; i.e. considering other indicators than merely the number of students
(as opposed to before the reforms). Altogether, even though the number of students has been
decreasing, the number of state-financed study places and the magnitude of financing were increased
during the reform. The grant system for higher education was changed at the same time – from
results-based to need-based. The current system still includes state scholarships for students with the
best results and in fields that the state is prioritising, as well as for students with special needs and
students that come from a foster home/family.
A very worrying aspect of the education system is high drop-out rates in vocational education – on
average every fifth student quits. The situation is worse in programmes based on basic education
where every fourth quits and in programmes with no education requirements where every third quits.
Basic school graduates (15–16 years old) are often not mature enough socially to make informed
educational decisions, especially in the light that career counselling as well as psychological and
pedagogical counselling are not available in most schools. Even though they are available centrally in
each county, this might not be enough for providing the necessary help at the right time to prevent
leaving the education system early. This contributes to a situation where the NEET rate in Estonia
has been slightly below the EU average during economically better times (13.8% among 15–29-yearolds in 2014), but during the crisis was considerably above it (e.g. 18.3% in 2009). At the same time
there has so far been no system to observe and target NEET youth.
OECD employment protection legislation (EPL) indicators show that permanent workers in Estonia
have somewhat lower protection against individual dismissals compared to the OECD average, while
protection against collective dismissals is at the average level. At the same time the regulations for
temporary employment forms are notably stronger than the OECD average. For instance, regulations
regarding how a fixed-term employment contract will under certain conditions automatically change to
permanent have led to a situation where the share of temporary contracts is very low (about 5%).
Notification times for dismissal are related to job tenure, which is why in practice shorter notification
times can be expected for young people.
The Employment Contracts Act underwent significant reforms in 2009 with the aim to increase both
labour market flexibility and social security. Notification times for redundancies were shortened, as
was the duration of the severance pay from the employer (the total time remained the same but the
rest of the pay now comes from the UIF). Severance pay for premature termination of temporary
contracts was increased. Unemployment insurance benefits were planned to be increased as well,
but due to the crisis this was cancelled, causing the whole reform to be disapproved of by the
Estonian Trade Union Confederation.
All regulations regarding employment apply regardless of the employee’s age or type of employment
(regular employment, apprenticeships, work experience placements, internships and traineeships).
This includes minimum wage, welfare benefits (i.e. unemployment and child benefits) and labour
taxation. The only age-related exception is that there are restrictions on daily and weekly working
times for underage employees and they are forbidden to work overtime.
The system of financial support for the unemployed is a mix of universal and contribution-based
systems. Young people are entitled to at least the fixed unemployment benefit, even if they have not
worked before. But the unemployment insurance benefit that they receive is usually lower and paid for
a shorter period compared to older age groups, as its size is related to previous average wage and
4
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job tenure. Similarly, maternity/parental benefits are related to previous income, while child allowance
is related to the number and age of children. Child allowances increased significantly in 2015.
A characteristic of the Estonian labour taxation system is that there is a lower limit for social security
contributions. Therefore, employers have little motivation to hire part-time employees to low-wage
jobs (where the monthly wage would be less than the limit that the minimum contribution is based on).
In addition, this means the tax wedge is the lowest (about 36%) at a wage that equals this limit, and
increasing both when wage gets higher (up to about 43%) and when it gets lower (e.g. around 41%
for someone working half-time for the minimum wage). The minimum contribution underwent a
significant increase in 2009, thus increasing those effects even more during the crisis.
Until 2015 there were no youth-specific national ALMP measures, while now the ‘My first job’ service
provides partial remuneration of wage and training costs to employers who hire the target group –
young people with little or no experience and no specialised education. Young people, if they have
registered as unemployed, can use all the services offered by the UIF – the most common measures
among youth are labour market trainings and career counselling, workshops on finding a job, work
practice and employment subsidies. Participants in trainings, work practice, internships or volunteer
work are entitled to a daily scholarship and remuneration of travel costs and costs related to
caretaking responsibilities. As for the employment subsidy, it is usually available for those who have
been unemployed for more than 12 months, but only 6 months for 16–24-year-olds. The UIF also
offers a start-up grant for those who want to become entrepreneurs. There are also start-up
incubators, competitions and events organised by other organisations (incl. universities). Similarly,
other organisations have run EU-funded projects that provide young unemployed people with
trainings, counselling, practical experience etc.
New national ALMP measures will be introduced in 2015 as a part of the European Commission’s
Youth Guarantee initiative. Responsibility for the implementation lies on the MER and the MSA, while
stakeholders like youth organisations, employers and governmental offices will be actively included.
The measures include workshops to introduce the labour market and working life to students in
grades 8–12; supporting youth in entering and staying at the labour market through youth work; and
integrating NEET youth to the labour market or back to education by offering individual support.
As a result of the educational policies, decreases are expected in the share of 18–24-year-olds with a
low level of education who are not studying; the share of adults (25–64-year-olds) with no
specialisation; the drop-out rate from vocational education; NEET rates; and the youth unemployment
rate (15–24-year-olds). Increases are expected in the share of basic education graduates who have
received career counselling; the share of secondary and vocational education graduates with at least
basic ICT skills; and the employment rate of 20–34-year-olds who have graduated 1–3 years ago.
Due to the aging of population, Estonia is about to face a serious labour shortage. This is magnified
by the increased labour mobility both within the country and to abroad. 15–24-year-olds have become
increasingly interested in going abroad, but fortunately their emigration plans have generally a more
temporary nature compared to older age groups. Also, they are much more often driven by
opportunities to see the world and develop professionally rather than high unemployment or
disappointment in career opportunities in Estonia. Therefore, young people can be expected to return
after some time and benefit Estonia with the knowledge and experience gained abroad.

5

6

Eamets & Humal

Key words:
Youth; employment legislation; education system; ALMP; Estonia

	
  
	
  

	
  

6

Policy Performance and Evaluation: Estonia

7

Table of Contents
1.	
  

Institutional arrangements ........................................................................................................... 10	
  

1.1	
  

Governance structure ............................................................................................................. 10	
  

1.2	
  

Education and training system ............................................................................................... 11	
  

1.2.1	
  

School System ................................................................................................................ 11	
  

1.2.2	
  

Tertiary Education ........................................................................................................... 14	
  

1.2.3	
  

Training System .............................................................................................................. 16	
  

1.2.1	
  

Vulnerable Groups .......................................................................................................... 18	
  

1.3	
  

Active Labor Market Policies (ALMP)..................................................................................... 19	
  

1.4	
  

Employment Protection Legislation (EPL) and Working Time ............................................... 22	
  

1.5	
  

Minimum Wage ...................................................................................................................... 24	
  

1.6	
  

Welfare Benefits and Labour Taxation ................................................................................... 24	
  

2.	
  

Policy Innovations ........................................................................................................................ 27	
  

2.1	
  

Education and Training .......................................................................................................... 27	
  

2.1.1	
  

General Education .......................................................................................................... 27	
  

2.1.2	
  

Vocational Education ...................................................................................................... 28	
  

2.1.3	
  

Higher Education ............................................................................................................ 29	
  

2.2	
  

Active Labor Market Policies .................................................................................................. 31	
  

2.2.1	
  

Youth Guarantee ............................................................................................................. 31	
  

2.3	
  

Employment Protection Legislation and Working Time.......................................................... 32	
  

2.4	
  

Minimum Wage ...................................................................................................................... 32	
  

2.1	
  

Welfare Benefits and Labour Taxation ................................................................................... 32	
  

3.	
  

Assessment of Effects on Youth .................................................................................................. 35	
  

3.1	
  

Education ............................................................................................................................... 35	
  

3.2	
  

Employment ........................................................................................................................... 36	
  

3.3	
  

Unemployment ....................................................................................................................... 36	
  

3.4	
  

Working Hours and Wage ...................................................................................................... 36	
  

3.5	
  

Demand vs Supply of Labour ................................................................................................. 36	
  

3.6	
  

Labour Mobility ....................................................................................................................... 36	
  

3.7	
  

Effects of Migration ................................................................................................................ 37	
  

4.	
  

Bibliography ................................................................................................................................. 38	
  

7

8
5.	
  

Eamets & Humal

Recent titles in this series ............................................................................................................ 43	
  

Forthcoming Publications in 2015 ..................................................................................................... 45	
  
6.	
  

Research Partners ....................................................................................................................... 46	
  

7.	
  

Advisory Groups .......................................................................................................................... 47	
  

	
  

8

Policy Performance and Evaluation: Estonia

Abbreviations
ALMP
ALMS
APEL
ECTS
ENYC
EPL
MER
MSA
NEET
OECD
UIF

Active Labour Market Policy
Active Labour Market Service
Accreditation of Prior and Experiential Learning
European Credit Transfer and Accumulation System
Estonian National Youth Council
Employment Protection Legislation
Ministry of Education and Research
Ministry of Social Affairs
Not in Education, Employment or Training
Organisation for Economic Co-operation and Development
Unemployment Insurance Fund

9

9

10

Eamets & Humal

1. Institutional arrangements
1.1 Governance structure
On the national level, the responsibility for youth-related matters in Estonia lies on the Ministry of
Education and Research which has the tasks of designing youth-related policies and arranging youth
work as well as coordinating youth-related activities in county councils and managing the work of the
Estonian Youth Work Centre. (Eesti Noorsootöö Keskus, 2014b) The Ministry develops the national
programmes for youth work, supports the activities of youth associations and provides them with
yearly financial support, and performs supervision in the field of youth work, including controlling the
targeted use of governmental funds. (Noorsootöö seadus, 2010) The current strategies of youthrelated policies and youth work are set in ‘The Development Plan of Youth-related Matters 2014–
2020’ (Noortevaldkonna arengukava 2014–2020).
The Estonian Youth Work Centre is a national centre that cooperates with governmental and youth
work agencies, local governments, youth associations and other institutions to develop youth policy
and youth work, to provide advice and information, and to represent, promote and protect the
interests and values of youth work. Together with the Youth Department in the Ministry of Education
and Research the Centre works to achieve the goals of youth-related strategies, as well as to improve
the services provided to youth and make them suitable for the needs of young people and for the
goals and directions of youth policy, and to enhance the quality and availability of services. The main
target groups of the Centre are youth workers, youth organisations, youth work agencies, young
people and also the general public. The Centre is also engaged in assessing the professional
qualifications of youth workers (awarding vocational standard certificates) as well as promoting the
recognition of the skills and knowledge that young people have acquired through youth work. (Eesti
Noorsootöö Keskus, 2014a)
On county level, it is the responsibility of county governors to coordinate the implementation of
national programmes. They also need to analyse youth work and its organisation in counties and
provide relevant reports, and, on request from the Minister of Education and Research, exercises
state supervision in the field of youth work, including controlling the targeted use of governmental
funds. On the local level, it is rural municipality and city councils that determine the priorities of youth
work on their territory and set the relevant tasks in the municipality development documents,
determine the rules for obtaining financial support for youth-related activities from the municipality
budget, determine the rules and give permits for conducting youth project camps on their territory,
and fulfil other relevant tasks of arranging youth work on their territory. (Noorsootöö seadus, 2010)
By law, a rural municipality or city council can be complemented by a youth council with the purpose
of discussing youth-related matters and making relevant propositions to the municipality council and
municipality government considering the needs and interests of the young. The youth council is
elected by the young people in the municipality according to a system set by the municipality council.
The municipality council has to support the sustainability of the youth council in the municipality and if
required by the youth council, present them with the agenda of the forthcoming municipality council
meetings and the drafts of youth-related legislation. (Noorsootöö seadus, 2010)
10
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Youth work is arranged through a number of institutions run by rural municipalities/cities or NGOs.
The main executers of youth work are local youth centres that offer a wide range of services to young
people. Other structures include hobby education schools, youth unions, youth work unions, youth
work camps, youth project camps, information and counselling centres, youth work in schools, and
juvenile committees (dealing with offences by minors). (Eesti Noorsootöö Keskus, 2014c)
The role of social partners – the Estonian Employers Confederation, the Estonian Trade Union
Confederation and the Estonian Employees’ Unions’ Confederation – in youth-related policies is
rather small 1. However, several stakeholders are involved in designing and implementing youthrelated policies, such as the Ministry of Social Affairs, the Unemployment Insurance Fund (UIF), the
Estonian Chamber of Commerce and Industry, and representatives of employers. (Taru, 2014) A very
important stakeholder is the Estonian National Youth Council (ENYC), which is an umbrella
organisation uniting 43 youth organisations, 15 county youth councils and 70 municipal youth councils
across Estonia. The ENYC works towards stronger involvement of the youth in policy-making and
more active participation of youth in the society and belongs under the umbrella of the European
Youth Forum. (Eesti Noorteühenduste Liit, 2014)

1.2 Education and training system
1.2.1 School System
The educational system in Estonia comprises pre-school education, basic education, general
secondary education, vocational education and higher education (see Figure 1). Pre-schooling can
take place both at a child care institution as well as at home, i.e. attending kindergarten is not
mandatory. Basic education lasts for nine years (grades 1–9) is compulsory for all children, starting
from the age of 7. Once they reach the age of 17 they may leave the education system even if basic
education has not been completed. (Haridus- ja Teadusministeerium, 2010; Estonian Educational
Landscape, 2014)
Language learning is a crucial part of basic education. It is mandatory to teach two foreign languages
in basic schools. The first is added to the curriculum during grades 1–3 (children aged 7–10) and the
second one during grades 4–6 (children aged 10–13). The most commonly taught foreign language is
English, although it is not the first foreign language in all basic schools. Other commonly taught
languages are Russian and German, but also French. According to the school’s possibilities, the
second foreign language might also be some other language, and/or a third foreign language may be
taught. In schools where the teaching language is Russian, Estonian is taught as a second language
since grade 1 and it is compulsory to teach only one other foreign language besides that (which is
usually English). (Põhikooli riiklik õppekava, 2010)
Upon completing basic education (usually at the age of 15 or 16), young people can choose to
continue with either general secondary education (3 years, grades 10–12), vocational secondary
education (at least 3 years, including at least 40 weeks of studies in general education), or vocational
education based on basic education (1–2.5 years, depending on the programme). (Haridus- ja

1

Both trade union coverage and coverage by collective agreements are low in Estonia – 10.7% and
32.7% of employees, respectively, in 2009 (source: Statistics Estonia; newer data is not available).
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Teadusministeerium, 2010; Kutseõppeasutuse seadus, 2013) According to data from 2011 (newest
available), about 70% of students chose general secondary education, 27% chose vocational
education and 3% did not continue studying after completing basic school (Haridussilm, 2014).
Figure 1. Education system in Estonia

Source: Authors’ composition based on various sources

General secondary education is multi-tracked and the school is required to offer at least three choices
of track. Each track has to include a prerequisite amount of courses from the following two fields:
language and literature, foreign language, mathematics, natural sciences, social sciences.
Additionally, natural sciences and social sciences each have to be included in at least one of the
tracks. (Põhikooli riiklik õppekava, 2010) After completing general secondary education (usually at the
age of 18 or 19), the student can choose to obtain vocational post-secondary (non-tertiary) education
(0.5–2.5 years, depending on the programme) or higher (tertiary) education. (Haridus- ja
Teadusministeerium, 2010; Kutseõppeasutuse seadus, 2013)
There are also some vocational education programmes available for those who have exceeded the
age of compulsory schooling but have not obtained basic education. These have no admission
requirements regarding the level of education. The programmes can last up to 2.5 years.
(Kutseõppeasutuse seadus, 2013) In recent years, students in those programmes have made up just
about 1–2% of all students in vocational education. Since 2007/08, the share of students enrolled in
vocational programmes based on basic education has decreased from 67% to 55% and the share of
those in programmes based on secondary education has increased from 31% to 43% (see Figure 2).

12
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Figure 2. Students in vocational education based on previous education level, %
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The higher education system consists of professional higher education and academic higher
education. Professional higher education is provided by respective institutions, universities’ colleges
or in some cases also vocational schools. The programmes usually last for 3–4 years, sometimes
even 4.5 years, and the student receives a diploma which enables to apply to a Master’s programme.
Academic higher education is given at universities, mostly following the Bologna system with 3 years
of Bachelor level and 2 years of Master level studies. Some programmes (e.g. medicine, civil
engineering, basic school teaching etc.) use an integrated curriculum which lasts for 5 years. After
completing Master-level studies, a Ph.D. degree can be pursued, which usually takes 4 years.
(Haridus- ja Teadusministeerium, 2010; Kutseõppeasutuse seadus, 2013; Estonian Educational
Landscape, 2014)
Young men aged 17–27 in Estonia are generally drafted to the military service, provided that they
have completed at least 6 years of education and pass the health check. However, it is possible to
apply for postponing the service in certain cases of continuing education. When the young man
finishes secondary education and is enrolled in a higher education institution in Estonia or abroad, he
can postpone military service for up to three years or the nominal length of the studies (whichever is
shorter). A postponement for up to the nominal length of the studies can be applied for when the
young man enrolls in professional higher education related to the police service, border guarding or
rescuing. However, military service cannot be postponed under those conditions for longer than until
the young man turns 23. Postponement is also possible for the duration of studies in general
secondary education or vocational education in a foreign country, but not longer than until the young
man turns 21. (Kaitseressursside Amet, 2014)
Career counselling is voluntary and available mostly in county-level career centres (Rajaleidja – ‘the
path finder’) run by a government foundation (SA Innove). Their services are free for people up to 26
years old. There are few schools which have their own career advisor or a school psychologist who is
able to supply career counselling services. (Rajaleidja, 2014b) The primary target group of career
counselling is students in their last year of primary, general secondary or vocational education. In
2012 there were 8,696 young people who received individual career counselling from the career
13
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centres and 28,195 who participated in group career counselling. (Sotsiaalministeerium, 2014b) For
comparison, the number of students in the final grades of primary and general secondary education
was 23,657 in 2011/12 and 22,430 in 2012/13. (Haridussilm, 2014)
However, the career counselling system in schools still has plenty of room for development in order to
help students make educational and career choices that would increase their competitiveness in the
labour market. (Turk & Nurmela 2012) For example, choosing the ‘wrong’ programme is one very
important reason behind dropping out of vocational school, as basic school graduates are often not
mature enough in a social sense to be able to make informed educational decisions on their own.
(Espenberg et al., 2012) Considering that more than half of the students in vocational education have
been enrolled on the basis of basic education, this can in turn be associated with rather high NEET
rates in Estonia (13.8% among 15–29-year-olds in 2014, according to Eurostat). The need for better
career services has been noted both by providers of career services and teachers, as well as
students themselves. That goes especially to the part of career counselling that provides information
about current and predicted situation on the labour market, but also about successfully applying for
jobs. (Espenberg et al., 2011)
Work experience placements (internships) are mostly integrated into vocational education and
professional higher education. As a rule of thumb, work placements constitute about 1/6 of the studies
in vocational secondary education and about 1/4 in vocational post-secondary education. (Innove,
2014) In professional higher education, the share of work placements is at least 15% of the
programme. (Rajaleidja, 2014a; Tudengiveeb, 2014) University studies may also include compulsory
internships (especially in fields like medicine, teaching etc., up to 10% of the curriculum).
There are no obligatory work placements in basic or general secondary education. However, youth
work organisations on the local level help prepare young people for work life by enabling first contact
with work and improving their social skills. For instance, every year more than 4 000 young people
aged 13–26 can participate in youth work camps (malev) through which they acquire both practical
skills and knowledge about employment-related legislation. There are numerous opportunities for
voluntary work and projects both in Estonia and internationally. Another initiative is a web
environment called Starting Place (Stardiplats), which supports young people in the process of
describing their skills and knowledge to employers. (Sotsiaalministeerium, 2014b)

1.2.2 Tertiary Education
There are 37 institutions in Estonia that provide tertiary level education: 6 public universities, 5 private
universities, 10 public professional higher education institutions, 16 private professional higher
education institutions, and 2 public vocational schools (providing professional higher education).
(Haridussilm, 2014) Generally, higher education in public institutions is free of charge. In private
higher education, students generally pay tuition fees. The amount is set by the school. Unfortunately
there are no statistics on the average tuition fee available.
Public higher education is funded by the state and all students can study for free in programmes that
are taught in Estonian. However, the student is required to fulfil close to 100% of the curriculum (30
ECTS) each semester. If not, the university has the right to charge a fixed fee for each credit point
that the student falls short of the requirement. This credit point fee is determined by the university,
although the government determines the maximum limits. (Haridus- ja Teadusministeerium, 2015b)
14
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Since 2013/14 the limit is 50 euros per credit point for most fields and levels of education with some
exceptions for more costly programmes (100 euros for arts and for the integrated curricula of
medicine, dentistry and veterinary science, and 120 euros for the professional higher education
programme for aircraft pilots). (Kõrgharidustaseme õppe…, 2012) Often the fees are somewhat below
those limits but precise statistics are lacking. If a programme is taught in any other language than
Estonian, the school has the right (but not the obligation) to charge tuition fee. (Haridus- ja
Teadusministeerium, 2015b)
In order to enter tertiary education, a secondary school diploma is a necessity. Admission to higher
education institutions is most often based on a threshold system. An admission score is calculated for
each student from a combination of relevant results from national final exams, but possibly also
admission tests and sometimes the average grade of the secondary school diploma. Any student
exceeding the threshold will be admitted. However, the school can set a limit on the number of study
places if the size of class is directly related to the possibilities to carry out teaching (e.g. limited places
of internship bases, size of classrooms etc.). In this case, a specified number of students with the
highest admission score points are admitted. (Haridus- ja Teadusministeerium, 2015b)
In higher education there are mostly need-based grants (for students who have been admitted in
2013/14 or later), but some students can still apply for result-based student grants (admitted before
2013/14). To apply, the student needs to be an Estonian citizen or have a long-term residence permit
or a temporary or permanent right of residency in Estonia. The nominal length of studies must not
have been exceeded and the student cannot be on academic leave while applying for the grant. Both
grants are paid for 10 months of a year. PhD students have a different system, as all of them receive
a monthly grant (for 12 months in a year), which in 2014/15 is 383 euros. (Haridus- ja
Teadusministeerium, 2015c)
The grant system has recently undergone reforms and the result-based grant is paid according to the
previous system, which had the aim to motivate the students to strive for excellence. The grant is
financed by the state, but distributed by the higher education institutions. To be eligible, the student
has to be enrolled full-time. In 2014/15 the size of the grant is 56 euros per month. (Haridus- ja
Teadusministeerium, 2015c)
The need-based grant is the core of the new grant system. It is distributed centrally by the state and
has the aim to support students from economically disadvantaged families. To apply for the grant, the
student has to have fulfilled 100% of the curriculum each semester (during the first semester of
studies, the condition is to be enrolled full-time) and his/her family’s income per member cannot
exceed 299 euros in a month. This means that in general, students should not be able to have both
income from work and the study grant at the same time. Depending on if the income per family
member per month is up to 100%, 50% or 25% of the maximum limit, the student grant for 2014/15 is
75 euros, 135 euros or 220 euros, respectively. (Haridus- ja Teadusministeerium, 2015c)
At the same time, students (admitted 2013/14 or later) can apply to a state scholarship based on their
study results. This is distributed through higher education institutions. In 2014/15 the scholarship is
100 euros. There are three more types of state-distributed scholarships. Students with special needs
can apply for a scholarship, which is between 60 and 510 euros in 2014/15, depending on the type
and level of disability. Young people who have been raised in a foster family or foster home can apply
for a scholarship of 160 euros in 2014/15. Lastly, students in certain state-prioritized fields (such as
teaching, IT and technology) might receive a scholarship between 160 and 300 euros in 2014/15.
(Haridus- ja Teadusministeerium, 2015c)
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Student loan is available for full-time students in academic or professional higher education or postsecondary vocational education both in Estonia and abroad. However, they must be Estonian citizens
or have a long-term residence permit or a permanent right of residency in Estonia. The loan can be
received once a year with a 5% interest rate, and in 2014/15 the maximum limit is 1,920 euros.
(Haridus- ja Teadusministeerium, 2015b)
In Estonia there are no national internship programmes (such as JobBridge in Ireland), but there are a
few best practice examples of traineeship programmes for university graduates. For example, the
Government Office invited seven talented young graduates to a 2-year leadership programme in
2012. The programme involved working in different ministries and the Government Office with the
purpose of developing the next generation of top leaders in the public sector. (Riigikantselei, 2014)
Another example is the Noored Kooli (‘Youth to School’) programme, which is similar to Teach First in
the UK and Teach for America in the USA. Since 2007, every year up to 25 university graduates with
no teaching qualification are selected to the programme which includes teaching at a general
education school, while receiving numerous trainings on teaching and leadership. In addition to
experience in teaching and a good overview of the (problems in) the education system, the young
people acquire very valuable management and leadership experience that can be transferred to other
fields of work as well. (Noored Kooli, 2014).

1.2.3 Training System
Vocational training in Estonia is generally offered in vocational schools (29 public, 8 private and 3
owned by municipalities), but also some professional higher education institutions (6 public and 1
private). Most study places (about 96% in 2013/14) are financed by the government. The rest of the
study places are financed mostly by students themselves or from certain programmes funded by the
ESF. (Haridussilm, 2014)
In recent years the reputation of vocational education has increased considerably. In a poll by Faktum
& Ariko in 2013, about 72% of the respondents valued vocational education highly, while in 2008 this
share was only 45%. (Liiv, 2014) However, it is not seen as prestigious as academic higher
education. For instance, the average gross income by field of study is always (and often considerably)
lower for graduates from vocational secondary education and vocational education based on
secondary education, as opposed to graduates from professional higher education. Still, labour
market outcomes of vocational education graduates have improved in the past years – if in 2009 the
share of graduates who entered employment within six months was 54% then in 2012 it was 71%.
(Kabanen & Meres, 2014) Naturally, this is related to the general economic situation as well.
Depending on the programme, vocational training can last for less than one year to more than three
years. Practical training is a crucial part of vocational education and forms about 35–50% of the
curriculum. As a rule, about half of it is carried out as internships at firms. (Innove, 2014) During the
crisis there were some shortages of internship places, but now the situation has turned and many
employers would be willing to accept even more interns than they actually receive. (Nestor &
Nurmela, 2013)
In some cases workplace-based vocational training (similar to apprenticeship) is possible as well, in
which case internship at the workplace forms at least 2/3 of the curriculum. The workplace pays a
wage to the student as stipulated in the compulsory internship agreement between the student, the
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workplace and the school. This wage cannot be lower as the minimum wage set by the government.
(Haridus- ja Teadusministeerium, 2015a) In practice it may be considerably higher since many
apprentices have already been working in the company before starting the training programme.
Additionally, all grant and loan conditions apply to apprentices that apply to ‘regular’ vocational
students. (European Commission, 2012) Workplace-based studying comprises just about 2% of all
students in educational training and therefore is not very important in STW transitions, but is targeted
to increase in the coming years. (Haridussilm, 2014; Haridus- ja Teadusministeerium, 2015a)
Employers are relatively unaware of this study form but those who are have a very positive attitude
towards workplace-based training as it helps solve the problem of finding qualified labour, but they
also find that the state should provide compensation for the part of teaching that shifts from schools to
companies. (Nestor & Nurmela, 2013)
Vocational training is closely related to the system of vocational standards which is managed by the
Estonian Qualifications Authority (Kutsekoda). These are compiled in cooperation with stakeholders
of the labour market (employers, employees, the state, providers of education) to determine the
competencies that are required in the labour market. (Kutsekoda, 2014) Curricula in vocational
schools are built on those standards, allowing students to end their studies with the relevant
vocational exam and receive a certificate. If there is no vocational standard/exam related to the
chosen specialty, then the studies end with a final exam at the school. Until 1/9/16 the student has the
right to choose the school final exam even if a standardized vocational exam would be possible.
(Haridus- ja Teadusministeerium, 2015a) Although the standards are built on input from employers,
graduates from vocational education are not expected to have firm-specific skills – employers are
prepared to provide the specific job-related training. (Nestor & Nurmela, 2013)
Students in vocational education are entitled to financial aid from the state. The main grant can be
applied to by students in stationary studies in programmes which have state-funded study places,
whereas the nominal duration of the studies must not have been exceeded. Eligibility to the grant is
determined each semester based on a ranking of study results from the previous semester. In 2015,
the main grant is 60 euros per month. Students whose economic conditions make it difficult to
continue studies are entitled to a special grant. The eligibility conditions are determined by each
school separately. In addition, students who do not live in the city where the school is located are
entitled to remuneration of travel expenses (either a daily round trip up to 40 km when the student
lives at home or travelling home twice a month when the student lives in a dormitory or a rental
apartment; documentation proving the expenses (such as tickets) has to be submitted). Students up
to 20 years old who do not have a previous secondary education are also entitled to a free or
discount-priced school meal. (Haridus- ja Teadusministeerium, 2015a)
Student loan is available for students in post-secondary vocational education both in Estonia and
abroad, whereas the duration of the programme must be at least 6 months. The student must be an
Estonian citizen or have a long-term residence permit or a permanent right of residency in Estonia.
The loan can be received once a year and in 2014/15 the maximum limit is 1 920 euros. However, if
the programme lasts for less than nine months, the maximum amount is 960 euros. (Haridus- ja
Teadusministeerium, 2015a)
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1.2.1 Vulnerable Groups
Compulsory schooling in Estonia ends with either completing basic education or turning 17 years old.
After that young people decide for themselves whether to continue education or already try to enter
the labour market. The decision to stop studying after basic education is a major factor for young
people to become NEET. In recent years the NEET rate of 15–29-year-olds has been slightly below
the EU average, but NEET rates in all age groups in Estonia rose sharply during the crisis and were
considerably above the EU average level (see Figure 3 for NEET rates in Estonia). This indicates that
a great share of young people is engaged not in education but in work that is very vulnerable to
economic fluctuations. Currently there is no system to observe and target NEET youth, even though it
is very important to induce those young people to continue their education as the risk of
unemployment with a low level of education is very high. (Unt, 2012)
Figure 3. NEET rates in Estonia by age groups
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A very problematic sub-group is the young people who have left the education system after turning 17
without having completed even basic education. There are a few programmes in vocational schools
which do not require having completed basic education and provide students with skills that enable
working in occupations that belong to the ISCO-08 major group 9 or simpler occupations in major
groups 4–8. (Kutseharidusstandard, 2013) Upon completing such a programme, there is the chance
to continue vocational studies in programmes that do require completed basic education, but the
student must be at least 22 years old and be able to prove that he/she has the competencies
(knowledge, skills and attitudes) that are equivalent to having completed basic education. (Haridus- ja
Teadusministeerium, 2015a)
However, a large part of students in those programmes quit their studies. The drop-out rate from
vocational programmes with no educational requirements was 34.7% in 2012/13. In other types of
vocational programmes it was notably lower, although still high – 24.2% in vocational programmes
based on basic education, 22.0% in vocational programmes based on secondary education, and
18.1% in vocational secondary education programmes. Altogether, every fifth student in vocational
education drops their studies. (Haridus- ja Teadusministeerium, 2014b)
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The decision not to continue education results in high costs for both the individual and the society
related to personal incomes, tax revenue, health capital, social benefits, subsistence allowance,
unemployment benefit, unemployment insurance, disability allowances, pension (I pillar) and crime.
The costs of dropping out of the education system with only basic education have been calculated in
Estonia in 2011. Depending on the discount rate (3% to 6%), costs per person are between 78,000
euros and 157,000 euros. If the number of people who do not continue studying after basic education
was reduced by 50%, then a total of 56.6 to 113.8 million euros per birth cohort could be saved, which
is 0.35% to 0.69% of the GDP in 2011. (Anspal et al., 2011)
As early school leaving is seen as a crucial issue by the government, several measures have been
applied to decrease the numbers of drop-outs. These include e.g. teaching Estonian to non-Estonians
already at an early age, developing counselling systems for students and applying customised
approaches to students with special educational needs. (Turk & Nurmela 2012) For instance, since
schools have very different opportunities to employ specialists who could help children with
educational needs, regional centres of study counselling have been established to guarantee a more
even level of access to psychological and pedagogical counselling to students with behavioural and
study-related problems. Still, access to those services has remained more limited in the countryside
compared to towns and cities due to transport-related reasons. (Kirss, 2011)
Regardless of these measures targeted to students already at early ages, there is still a considerable
amount of adults who have no more than basic education – more than 100,000 in 2014, while only
5,000 of them continue studies in basic or secondary education. Among those people, dropping out is
a big problem – every third person quits from a secondary school for adults, and every fifth quits from
vocational secondary education. Out of all those who do not have secondary-level education, only a
fifth is planning to return to studying, with the main obstacles being low study motivation or economic
difficulties. (Räis et al., 2014)
There have been some measures to reintegrate drop-outs from vocational and higher education back
to school. In 2010–2013 there was a programme for early leavers from vocational education to go
back to school and finish their education (‘KUTSE’) where additional study places were financed by
the state in vocational institutions for those who picked up their studies. 472 people completed their
vocational studies in the programme (the initial aim was 400). (Kurm, 2014) There is a similar
programme for early school-leavers from higher education (‘TULE’). From 2010 to 2013, the state
offered financing for 736 study places to people who had dropped their studies in the first or second
cycle of higher education. Until the end of 2013, 1,169 students were admitted, 336 of whom have
graduated by now and 308 are still studying. (Haridus- ja Teadusministeerium, 2014d) Additionally,
there is a measure for converting previous learning and work experience into study results as a part
of a vocational or higher education programme that one is starting or continuing (APEL –
Accreditation of Prior and Experiential Learning). (Turk & Nurmela 2012)

1.3 Active Labor Market Policies (ALMP)
Until recently there were no ALMP measures in Estonia that would target youth specifically. However,
in January 2015 the first youth-specific measure was launched. The aim of the ‘My first job’ service is
to reduce youth unemployment by helping young people with little or no experience and without
specialised education to find work. The measure includes paying wage support to the employer (50%
of the employee’s wage, but not more than twice the national minimum wage, for 12 months) and
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remunerating costs of training (up to 2500 euros during two years). The target group is 17–29 years
old, has only elementary, basic or general secondary education (i.e. no specialization), has little or no
work experience and has been registered as unemployed for at least 4 months. The target outcome is
that 70% of the participants are employed 6 months after having participated in the measure.
In addition to this measure, young people (starting from the age of 16) can benefit from all other
public employment services provided to the registered unemployed by the Estonian Unemployment
Insurance Fund (UIF). One of the main services offered is job mediation that aims to match
employers and employees, but there are several other measures that can be particularly useful for
young people.
Career counselling and career information rooms in the offices of the UIF across Estonia provide
information about working and studying and also general advice from career specialists. Those are
also available to (young) people who have not registered as unemployed at the UIF, and even for
employed people who want help with planning their career. Work clubs are group meetings with the
purpose of getting information about the labour market. Activities in work clubs include introducing the
labour market situation, developing communication and social skills, learning to perform at a job
interview, composing a CV and a cover letter, etc. (Eesti Töötukassa, 2014a)
Labour market trainings, which can last from one day to one year, can be provided to a job-seeker to
acquire or enhance his/her occupational or other skills that facilitate finding a job (including the
Estonian language skills). Internship is a service provided at an employer to give the job-seeker some
practical work experience in order to enhance his/her knowledge and skills required for a job. The
internship can last up to 4 months and the employer receives remuneration from the UIF for guiding
the job-seeker. (Eesti Töötukassa, 2014a)
The UIF also mediate public work (temporary paid work that does not require specific skills or
knowledge, which is organised by municipalities, foundations or non-profit organisations), community
work (an event where people come together to get something done in the neighbourhood) and
volunteer work with the aim to encourage the habit of working and possibly provide some work
experience. (Eesti Töötukassa, 2014a)
A registered job-seeker who participates in labour market trainings, work practice, internship or
volunteer work is entitled to a scholarship of 3.84 euros per day and a remuneration of travel costs of
0.10 euros per km (but not more than 26 euros per day). The right to travel support expands to some
other services that the job-seeker might take part in, such as career counselling/workshops and work
clubs and community work. Additionally, if the registered job-seeker needs to care for a child (up to 7
years old) or an elderly person or a disabled person and for this reason is not able to use the services
of the UIF or to start working, the UIF remunerates the expenses of the necessary caretaking service
for each day that the job-seeker has been participating in labour market services or working (during
the first three months of employment). The daily limit is 16 euros for one person that is cared for, or
352 euros per month. (Eesti Töötukassa, 2014b)
In addition to the services and support targeted to job-seekers, there is an employment subsidy
(called the wage benefit) for employers who hire a long-term unemployed person. Generally it means
unemployment that has lasted for more than 12 months, but when the job-seeker is 16–24 years old,
the threshold is 6 months, so the measure is somewhat youth-targeted. The size of the benefit is 50%
of the gross wage of the employee, but no more than the national minimum wage. (Eesti Töötukassa,
2014b)
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Instead of seeking a job in an existing organisation, an unemployed person might also start his/her
own company. The UIF provides a start-up grant (up to 4,474 euros in 2015) to the registered
unemployed who start a business by either founding a company or registering themselves as a sole
proprietor. To receive the grant, the person must be of legal age (18 years) and either completed a
course on entrepreneurship (which can also be provided by the UIF) or have a business-related
vocational or higher education, or have previous experience in entrepreneurship (at least one year as
an owner of a company, a sole proprietor or a board member of a company). (Eesti Töötukassa,
2014b)
In addition, there are several start-up incubators such as the Startup Garage based at the Tallinn
University of Technology, the IdeaLab based at the University of Tartu, or the Garage48 event which
arranges competitive start-up weekends not only in Estonia but also abroad. Another noteworthy
event is Ajujaht, which is in essence a start-up competition but participants receive support not only in
terms of money but also know-how and contacts, and young people are named as one of the main
target groups. (Ajujaht, 2012)
In 2012 the share of young unemployed (aged 15–24) who turned to the Unemployment Insurance
Fund was 40.7% and the number of times that active labour market services (ALMS) were received
was 12 043. The most common services were labour market trainings and career counselling (see
Figure 4). (Sotsiaalministeerium, 2014b) This might be seen as an indication that the current career
counselling system for young people (in schools etc.) is not functioning as it should.
Figure 4. Types of labour market services received by the young (share of the number of times that
ALMS were received)
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There have been no specific analyses of the capacity of public employment services to meet the
needs of young people. However, a general evaluation of the services of labour market training and
employment subsidy has been carried out. It was found that both measures are effective in increasing
the probability of being employed, and this advantage persists even more than a year after exiting the
measure. (Anspal et al., 2012)
For employment subsidy the share of young people who participated in the measure was slightly
higher than the share of young people among the unemployed, and for labour market trainings it was
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the opposite case. This is easily explained because for young people the problem is often lack of
experience not lack of education. Because the employment subsidy decreases the risk of hiring an
unexperienced young person for the employer, the measure has a higher chance of being effective
for young people even without applying any other measures. At the same time labour market trainings
might not be the most relevant measure for young people, because if the problem really is their lack
of education then it usually regards the general level of qualification which cannot be improved with
short-term trainings. However, in an economic downturn the relevance of labour market trainings
increased for young people. The study showed that the share of young people, who received training,
then entered employment, but in some months re-registered as unemployed, was much smaller
compared to other age groups. (Anspal et al., 2012)
In addition to general national ALMP measures, there are and have been some (EU-funded) projects
which offer active labour market services to young people specifically. For instance, a private
professional higher education institution (Mainor) recently ran a project called ‘A push towards the
labour market’ (Tõuge tööturule) financed from the ESF. It was targeted to 16–24-year-old
unemployed people who have either completed or dropped their studies in basic, secondary or
vocational education but have not been employed or self-employed during the last 4 months (or the
last 18 months, while they have been staying home with a child up to 7 years old). The project aimed
to help the participants find a job. The activities ran from October to December 2014 and included
introducing a set of companies and positions, individual career counselling, work clubs, trainings and
a mini-internship in a company. All participants received a scholarship for the time spent on trainings
and internship. (Eesti Ettevõtluskõrgkool Mainor, 2014)
Another example is the project ‘Getting employed with a vocational standard certificate in IT’ run by a
private enterprise (BCS Koolitus, an ICT training and consulting company) from August 2013 to June
2015, also financed from the ESF. The target group is 16–24-year-olds or parents who have stayed
home with a child up to 7 years old in Tallinn, Harjumaa or Raplamaa who are not employed but want
to work as a project manager, IT systems specialist or software developer. The project offers the
following activities to 135 persons: training courses for project managers, IT systems specialists and
software developers, arranging practical learning in an IT company, enabling other kind of support
necessary to enter employment. The training courses include the opportunity to take a standardised
vocational exam and receive the respective certificate. All participants in the trainings are paid a
scholarship. (BCS Koolitus, 2014)
	
  

1.4 Employment Protection Legislation (EPL) and Working
Time
Employment protection of permanent workers in Estonia is weaker than in the OECD on average, as
appears from Table 1. This can mainly be attributed to the relatively lower protection against
individual dismissal, while the indicator of specific requirements for collective dismissal is very close
to the OECD average. However, the indicator of regulation on temporary forms of employment is
notably higher than the OECD average.
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Table 1. EPL indicators (Version 3) in 2013, Estonia and the OECD average

Estonia
OECD average

Protection
of
permanent
workers against
individual
and
collective
dismissals
2.07
2.29

Protection
of
permanent
workers against
(individual)
dismissal

Specific
requirements for
collective
dismissal

Regulation
on
temporary forms
of employment

1.74
2.04

2.88
2.91

3.04
2.08

Source: OECD

An employee can generally only be dismissed by the employer when the economic conditions of the
employer make it impossible to continue the work relationship (a lay-off), when the employee has
behaved in a way that harms the employer’s interests or when the employee is unable to perform
his/her work tasks during a longer period due to incompetency or deteriorated health. In the cases of
lay-off and incompetency/health problems, the employee is first obliged to offer another job to the
employee and also arrange additional training, rearrange the work place or change work conditions if
it is necessary and does not cause unreasonably high costs to the employer. (Töölepingu seadus,
2008)
The notification times are as follows: if the employment relationship has lasted for less than a year –
no less than 15 calendar days; 1–5 years – no less than 30 calendar days; 5–10 years – no less than
60 calendar days; more than 10 years – no less than 90 calendar days. If the employer fails to follow
these notification requirements, the employee is entitled to remuneration according to what he/she
would have got if the notification requirements would have been followed. In case of a lay-off there is
a severance pay equal to one month’s average wage. If the employment contract was temporary,
then the severance pay has to cover the wage that the employee would have received during the
term that was fixed in the contract. (Töölepingu seadus, 2008)
The employment contract may include a probation period, which is regulated in the same way for all
employees, regardless of their age or status (e.g. regular employee or an apprentice). The probation
period can last for up to four months (but if the contract is fixed-term for less than 8 months, then no
longer than half of the duration of the contract), but the employer and the employee can agree to have
a shorter probation period or to not have it at all. During the probation period the employer can
dismiss the employee on the ground of finding the employee unsuitable for the job. The employer
must be able to clearly state why the employee is not suitable, and must notify the employee of the
dismissal at least 15 calendar days in advance. When failing to follow the notification requirement, the
employee is entitled to remuneration according to what he/she would have got if the notification
requirements would have been followed (Töölepingu seadus, 2008)
Generally the employment contract is assumed to be permanent. A fixed-term contract can be
established for up to five years, if this is justified by the temporary nature of the work (such as a
temporary increase in the volume of work or seasonal work). However, if a fixed-term contract for
doing similar work has been established more than twice in a row or the fixed-term contract has been
extended more than once in five years, then the employment relationship is legally considered
permanent since its beginning (this explains why the share of fixed-term contracts is very low, e.g. 5%
in 2011 according to Masso et al., 2013). In case of temporary agency work, the employment contract
can be fixed if it is justified by the temporary nature of the work in the user company. There is no
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special legislation for employment agencies. Neither are there special equal pay regulations other
than the general equal pay legislation. (Töölepingu seadus, 2008)
There is no specific regulation in Estonia regarding work experience placements, internships or
traineeships – the general labour legislation applies. There are neither mini-job nor short-time working
schemes, nor are working time accounts used.
The regular working time for a full-time job is 40 hours per a 7-day period, 8 hours per day. Daily
hours can differ when the work is schedule-based. Restrictions on working time apply to underage
employees (under 18 years old), and even for schedule-based work their working time cannot exceed
the following limits.
a) 7–12-year-olds – 15 hours per a 7-day period, 3 hours per day
b) 13–14-year-olds – 20 hours per a 7-day period, 4 hours per day
c) 15-year-olds without the obligation to attend school – 30 hours per a 7-day period, 6 hours
per day
d) 16-year-olds without the obligation to attend school, and 17-year-olds – 35 hours per a 7-day
period, 7 hours per day
Additionally, underage employees cannot work overtime. (Töölepingu seadus, 2008)

1.5 Minimum Wage
In Estonia, minimum wage is negotiated on the national level between the Estonian Employers
Confederation and the Estonian Trade Union Confederation and confirmed by the government. The
same minimum wage applies to all employees regardless of age, sector, region or employment type.
The only exception is an internship which can be unpaid, if agreed so by the employer and the intern.
In 2015 the minimum hourly wage is 2.34 euros (390 euros per month). (Töötasu alammäära
kehtestamine, 2013b)
There is no special monitoring of following the rules for minimum wage. However, if the employer
pays the employee a wage that is below of the legal minimum, the employee can turn to the Labour
Dispute Committee or to court, which would then make a decision that obliges the employer to
remunerate the missing part. If necessary, the employee can turn to the bailiff to force the employer to
pay. (Tööinspektsioon, 2013) In addition, the employee can require an overdue charge for (the part
of) the wage that the employer has not paid on time. (Tööinspektsioon, 2014)

1.6 Welfare Benefits and Labour Taxation
The welfare benefit system in Estonia is a mix of universal and contribution-based systems.
Support for a registered unemployed person consists of unemployment benefit and unemployment
insurance benefit. The unemployment benefit is paid for those whose monthly income falls below the
set limit (31 times the daily unemployment benefit – 4.01 euros per day in 2015, i.e. 124.31 euros per
month) and who have been in employment or engaged in activities that are considered to be
equivalent to employment for at least 180 days during the year before registering as unemployed.
(Eesti Töötukassa, 2014b)
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The unemployment insurance benefit is paid only when the person has at least for 12 months
received a wage from which the unemployment insurance payment has been calculated. If the person
has received such a wage for less than five years, then the unemployment insurance benefit is paid
for 180 calendar days; 5–10 years – 270 calendar days; 10 or more years – 360 calendar days. To
determine the size of the benefit, the person’s average wage per calendar day is calculated. During
the first 100 days the benefit is 50% of that average wage and after that 40%. However, there are
also minimum and maximum limits to the benefit. The minimum is 50% of the minimum wage per
calendar day of the previous calendar year and the maximum is 50% (for the first 100 days) or 40%
(for the following days) of the three-time Estonian average wage per calendar day. Thus, the limits in
2015 are 5.92 euros and 38.67 or 30.94 euros per day (gross). (Eesti Töötukassa, 2014b)
It can be concluded from the above that as a rule, unemployed young people get the unemployment
insurance benefit for a shorter period than older unemployed, as they probably have worked for fewer
years beforehand. In addition, as the size of the benefit is linked to previous average wage, young
people are likely to have smaller benefits on average. Indeed, according to Statistics Estonia the
average monthly unemployment insurance benefit for all ages was 338 euros in 2014, but for young
people aged 16–24 the average was 253 euros.
Regardless of employment status or type, people who have children are entitled to child allowance
and parental benefit. Child allowance in Estonia is dependent only on the number and age of children
in the family. The basic allowance is paid until the child turns 16, or until he/she turns 19 if the child
continues studying in basic education or general or vocational secondary education. The basic
allowance in 2015 is 45 euros for the first and second child and 100 euros for every following child.
Additional sums may be paid if some children are below certain ages (e.g. 3 years). Parental benefit
is paid to people who are raising small children. The purpose of this is to remunerate the income that
is forgone due to child-raising and therefore its size is related to previous income. If the future mother
has health insurance due to being employed, she can take maternity leave and receive a maternity
benefit for up to 140 days, starting 30–70 days before the expected due date. In this case the parental
benefit (to either of the parents) will be paid for 435 days after the end of maternity leave. If the
mother did not have a right to maternity benefit, then the parental benefit will be paid from the birth of
the child until he/she turns 18 months old. (Eesti Haigekassa, 2014; Sotsiaalkindlustusamet, 2014a;
Sotsiaalkindlustusamet, 2015b)
Both maternity and parental benefits are calculated as 100% of the average daily income from which
social security contribution was paid (so-called social-taxed income) during the previous year.
Minimum and maximum amounts apply – maternal leave can be no less than the minimum wage (390
euros per month in 2015) and no more than three times the national average social-taxed income two
calendar years ago (2,548.95 euros in 2014). In case the person did not have any social-taxed
income during the previous year (e.g. he/she was a student), the parental benefit is paid according to
the parental benefit rate, which in 2015 is 355 euros per month. However, if the person has any
social-taxed income during the time of receiving the parental benefit, then the parental benefit is
decreased depending on how much this income exceeds the parental benefit rate.
(Sotsiaalkindlustusamet, 2015b)
Payroll tax rates in Estonia in 2015 are as follows. (Maksu- ja Tolliamet, 2015)
•

Personal income tax – 20%
• Tax-free income – 154 euros per month
• Additional tax-free income for pensioners – 220 euros per month
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•

•
•
•

Social security contributions (social tax) – 33%
• Minimum contribution – 117.15 euros per month (calculated from a lower limit of 355
euros)
Employee’s unemployment insurance contribution – 1.6%
Employer’s unemployment insurance contribution – 0.8%
Pension contributions to II pillar (if applicable) – 2% or 3%

As can be seen from Figure 5, the tax wedge of the net wage varied roughly between 36–43% in
2013 (Soosaar & Viilmann, 2013). According to OECD data, the total tax wedge (for a single childless
person earning the average wage) in Estonia was 39.9% in 2013. The tax wedge by age or for groups
such as apprentices, interns and students has not been studied separately, but as far as they can
expect a wage that is lower than the average, their tax wedge would also be lower (due to the relative
importance of tax-free income). But it should be noted that due to the requirement of the minimum
social security contribution, part-time work for a wage that is less than what the minimum contribution
is based on (355 euros in 2015) is accompanied by a tax wedge that is the higher, the lower the wage
under this limit.
Figure 5. The tax wedge of the net wage in 2013

Source: Bank of Estonia

26

Policy Performance and Evaluation: Estonia

27

2. Policy Innovations
2.1 Education and Training
Government expenditure on education (in constant prices with year 2000 as index value 100) was
constantly rising in the pre-crisis period, peaking in 2008 (see Figure 6). During the crisis it fell
somewhat, but still remained higher than in 2007. Expenditure on education as a share of GDP was in
decline in the pre-crisis period due to rapid GDP growth, then made a sharp incline during the crisis
years of 2008–2009 and started to fall again after that, as GDP growth recovered. It can be concluded
that the financing of education did not suffer severely due to the crisis.
Figure 6. Government expenditure on education, total (indexed, 2000=100) and % of GDP
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Compared to the pre-crisis period, a number of reforms have been introduced to the school system in
Estonia, some of which have already been implemented and others are yet to come. The reforms
touch virtually all parts of the education system, i.e. general, vocational and higher education.

2.1.1 General Education
The number of school-aged children has decreased roughly 40% (82 000 in absolute numbers) within
the past 16 years, and due to urbanisation the schools in the countryside have experienced especially
significant declines in the number of students. As financing is related to the number of students as
well, it is hard for these schools to keep providing high-quality education (for instance, to find teachers
to the part-time positions with e.g. just 0.2 workload). Therefore, there is a need for restructuring the
basic and secondary school network. The number of basic school students will stabilise in the coming
years due to increased birth rates, but the number of students in secondary education is still
decreasing, which is why closing the secondary-level part is an especially actual topic in numerous
general education institutions. (Haridus- ja Teadusministeerium, 2014b)
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The contents of the national curricula of basic and upper secondary schools were updated in 2011.
The leading idea is to differentiate between basic school and upper secondary school as two separate
levels of education with specific aims and outcomes. Basic school has to stress the child’s versatile
development and the environment that is needed for it. Upper secondary school focuses on helping
the student make the right choices about continuing his/her education and increasing the capability of
fulfilling the numerous roles that the student is likely to encounter in later life. (Haridus- ja
Teadusministeerium, 2011)
Other principles of constructing the curricula are decreasing the workload of the students,
encouraging teachers to use active learning methods, integrating different subject fields with each
other as well as the general development of students (considering the base values and core
competencies set in the curricula), and bringing subjects ‘closer to life’ by encouraging students to
observe and analyse themselves and their surroundings. Additionally, more choices are given to
students in upper secondary school, as starting from 2013 schools are obliged to offer at least three
options of specialisation in their curricula. To help apply the reforms, the government has increased
financial support for obtaining teaching materials and study aids and compiled numerous help
materials. At the same time several programmes have been started in which teachers can obtain
additional schooling to raise their qualifications. (Haridus- ja Teadusministeerium, 2011)
In addition to the enhancements in curricula, the Ministry of Education and Research has started
some initiatives to enhance general education. For example, ‘Interesting School’ (Huvitav Kool),
brought to life in 2014, aims to encourage schools, parents and communities to cooperate in trying to
increase students’ motivation in school, as well as to gather input from vocational and higher
education institutions and employers, regarding changes in general education. (Haridus- ja
Teadusministeerium, 2014c) Another initiative is pilot testing a computer-based mathematics
(statistics) course with the aim to increase mathematical thinking, while leaving mechanical
calculations to computers. The course is motivated by the increasing need for the ability to manipulate
masses of information and big data sets in both school and work life. (Haridus- ja
Teadusministeerium, 2014a)
Legislation considering students with special educational needs was enhanced in 2011. The focus is
on the increase of individual approach to those students through e.g. smaller class sizes and
individual learning opportunities. Schools are obliged to assign a coordinator of the learning
arrangements for students with special educational needs. (Haridus- ja Teadusministeerium, 2011)
Upper secondary schools where the teaching language is Russian must gradually shift to teaching
most subjects in Estonian. Starting from 2011/12 the students who enter 10th grade must pass 60%
of their studies in Estonian in the next three years (i.e. until the end of gymnasium). This is supported
by a number of measures to ease the transition, such as help in adapting curricula, making action
plans and providing financial support, as well as language camps for students and counselling for
teachers. (Haridus- ja Teadusministeerium, 2011)

2.1.2 Vocational Education
New legislation for vocational education was passed in 2013 and enforced on 1st September 2013. It
includes a principal shift from input-based to outcome-based education – including rules of evaluation,
types of vocational education and curricula. The learning outcomes (i.e. knowledge, skills and
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attitudes) of each type of vocational education are described in the vocational education standard.
The new typology of vocational education is directly related to the Estonian framework of
qualifications, i.e. the level of qualification of the curriculum is determined by the level of the
qualification standard that it is related to. The right to provide vocational education is obtained through
accreditation. Due to this, vocational education institutions can apply to the right to issue certificates
of vocational standards. (Haridus- ja Teadusministeerium, 2011)
Reforms were being undertaken in 2013–2014 to quickly apply the policy innovations, with the
purpose to guarantee that vocational education institutions are ready to apply the new system of
curricula, to launch widespread renewing of curricula, teaching and learning arrangements, and to
enhance the quality of practical learning and internships. (Haridus- ja Teadusministeerium, 2015a)
This includes investing in a contemporary learning environment (i.e. renovating old and building new
school buildings and student housing) as well as creating new learning materials and offering extra
schooling to vocational school teachers. A lot of attention is given to improving the level of vocational
education. (Haridus- ja Teadusministeerium, 2011)
The Estonian vocational education credit point (following the system of the European Credit System
for Vocational Education and Training, ECVET) is used as a measure of the volume of studies. One
credit point is equivalent to 26 hours of work on behalf of the student and one school year is equal to
60 credit points. (Kutseõppeasutuse seadus, 2013)

2.1.3 Higher Education
In higher education the most significant innovation is the shift in the principles of financing in public
universities and professional higher education institutions from quantity-based to quality-based. Until
the academic year of 2012/13 the government financed a certain number of study places in specific
programmes, where the admitted students had no tuition fee. However, schools could additionally
admit more students to these programmes, provided that they paid their own tuition fee. Since
2013/14 this system has been forsaken and free (i.e. no tuition fee required) higher education2 is
available for everybody, on the condition of meeting the admittance criteria and fulfilling the
curriculum (nearly) 100% every semester.
Until 2012, the financing of higher education was built on a complicated system of coefficients and
base costs which was used for determining the state-financed study places. The achievements of
higher education institutions were evaluated based on the number of graduates. Since 2013, higher
education institutions are financed based on their activities and can decide themselves how many
study places they offer in each field, bearing in mind their capacity of providing high-quality education
and consulting with employers and ministries. The new system considers additional indicators which
form the basis of the financing contracts (agreed for three-year periods). These are as follows.
(Haridus- ja Teadusministeerium, 2013)
•

•

•

2

Scope of providing education – numbers of admitted students, students studying at foreign
institutions, foreign students studying in the institution, foreign teachers working in the
institution (on a regular basis), and students in full-time studies
Quality of providing education – fulfilling the targets set in the previous financing agreement,
previous results of the enrolled students, proceeding to the next level of higher education, and
employment rate of the graduates
Outcome of providing education – number of graduates and number of graduates in the
priority fields of the state

This is restricted to programmes that are taught in Estonian.
29

30

Eamets & Humal

The number of secondary school graduates has been decreasing and is expected to decrease by
15% in the next four years. The total number of students admitted to public universities has
decreased notably in the past five years (see Figure 7), consistent with the fact that the number of
births decreased continuously during the 1990s. For instance, the number of births declined by more
than a third from 1990 to 1994 (i.e. generations who reached the age of going to university in 2009 to
2013, respectively). Even though the reform increased financing of the higher education system by
25% and the number of state-financed study places increased considerably (Haridus- ja
Teadusministeerium, 2013), this has not fully compensated the decline in the number of students
paying their own tuition fee.
Figure 7. Number of students admitted to the six public universities
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As a part of the reform, the student grant system has shifted to be based mainly on needs rather than
results (Haridus- ja Teadusministeerium, 2011) See Section 2.2 for an overview of the current
financing system of tertiary education as well as the previous system (which is currently being phased
out).
Until the summer of 2009 there were possibilities for a graduate to have (part of) his/her student loan
deleted. If the graduate had been working for at least 12 months at a governmental or local
municipality office or at a legal person in public law, he/she could have the remaining part of the loan
gradually deleted during the time that the graduate was working there. If the graduate was or became
a parent to a child up to the age of 5, he/she could have 50% of the remaining part of the loan deleted
(75% for twins and 100% for triplets). However, these compensations were cut in relation to the crisis.
(Õppetoetuste ja õppelaenu seadus, 2003)
Starting from 2009 the quality assessment in higher education is conducted by an independent
agency, the Quality Assessment Council (EKKA – Eesti Kõrghariduse Kvaliteediagentuur), which is
responsible for accreditation of higher education institutions and assessment of curriculum groups.
The assessment includes evaluating the compliance of curricula with legislation and national and
international standards, including the level of theoretical and practical studies, qualifications of the
teaching and research staff, and sufficiency of resources to provide education. As a result, the
government gives the higher education institution the right to provide education and to issue the
relevant academic degrees and diplomas in the specific curricula group, either temporarily (1–3
years) or permanently. The accreditation of curricula can result in a full accreditation, which applies
for 7 years, or conditional accreditation, which lasts for 3 years. Accreditation is the basis for
nationally acknowledging the respective diploma. (Laidmets, 2011)
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Since 2009/10 the volume of studies in higher education is measured in the European Credit Transfer
and Accumulation System (ECTS) points. One ECTS point is equivalent to 26 hours of work on behalf
of the student, and one academic year is equal to 60 ECTS. (Laidmets, 2011)

2.2 Active Labor Market Policies
During the crisis, Estonia was one of the countries with the most severe austerity measures.
Government expenditure was kept under control. However, financial means were redistributed to
stimulate entrepreneurship and employment, e.g. measures for increasing innovation and growth
potential in entrepreneurship, export loans, business loans, and measures to increase the quality of
the work force. Investments into research and development were deliberately not cut. In addition to
restructuring funds within fields, some financial means were used earlier than planned to enable the
support to reach the economy faster and to increase the relative benefit. (Ettevõtlusse ja tööturule…,
2010) At the same time, the VAT rate was raised from 18% to 20% in July 2009 with the purpose of
increasing the revenue to the government budget. (Käibemaksuseadus, 2003)
As for changes in ALMP services, the most notable is that starting from February 2015, career
counselling, which previously was available only to the registered unemployed and people who had
received notification of redundancy, is now available for everybody (including employed persons) who
want to discuss their career choices and outlooks. (Eesti Töötukassa, 2014a) This can be particularly
useful for youth, since even when employed then due to little experience on the labour market they
might need more help with planning their career than adults, regarding e.g. how to proceed from
entry-level jobs to higher positions or from temporary to permanent jobs.

2.2.1 Youth Guarantee
The Youth Guarantee is an initiative of the European Commission to tackle youth unemployment. It
aims to ensure that all young people under 25 (whether registered with unemployment services or
not) receive a good-quality, concrete offer for a job, apprenticeship, traineeship or continued
education within 4 months of them leaving formal education or becoming unemployed. (EC, 2014)
The scheme’s implementation in Estonia is the responsibility of the Ministry of Social Affairs and the
Ministry of Education and Research. Together they plan to implement additional measures during
2014–2020 to prevent and reduce youth unemployment (see below), with extra focus on increasing
the combined effect of different measures and concentrating on weaker target groups. At the same
time, several stakeholders (such as youth organisations, employers and governmental offices) are
included in the implementation. (Sotsiaalministeerium, 2014b)
Measures for preventing youth unemployment that are launched in 2015 are the following.
•

•

Workshops to introduce the labour market and working life to the young – the aim is to
increase young people’s awareness of the functioning of the labour market, different aspects
of searching for a job and planning a career, and the possibilities to obtain labour market
related help. The target group is students in grades 8–12 (the last two grades of basic
education and the three grades in general secondary education). The target outcome is to
arrange 1782 workshops.
Supporting youth in entering and staying at the labour market – the aims are to prevent
alienation, to support the awareness of and contact with working life and entrepreneurship
through youth work, and to cooperate with employers to take into account the skills and
experience obtained through youth work. The target group is young people aged 7–26. The
target outcome is that 70% of the participants (aged 15–26) have obtained knowledge and
skills that increase their readiness for employment.
31

32

Eamets & Humal

•

Launching measures to integrate NEET youth to the labour market or back to education – the
aims are to increase knowledge-based awareness of the situation with NEET, to support
NEET to enter the labour market or continue education, and to offer individual support
programmes to the young people in the hardest situation. The target group is NEET youth
aged 15–26. The target outcome is that 55% of the participants exit NEET status within 6
months of participating in the measure.

2.3 Employment Protection Legislation and Working Time
The Employment Contracts Act underwent significant reforms on 1 July 2009 with the aim to increase
both labour market flexibility as well as social protection for the unemployed. The most notable
changes in EPL concerned redundancy – the notification times were shortened by one month for
each category of employees based on the duration of the employment relationship (see Section 1.4
for the current notification times). Also, the duration of severance pay from the employer was
shortened to one month (previously 2–4 months, depending on the duration of the employment
relationship) and the rest of the severance pay, if applicable, would be received from the UIF. On the
other hand, the severance pay was increased for prematurely ending a contract with a temporary
employee (the employer would have to remunerate the wage that the employee would have got until
the end of his/her contract), thus motivating more permanent employment. (Eesti Ametiühingute
Keskliit, 2009)

2.4 Minimum Wage
The minimum wage that had been set simultaneously with the employment legislation reforms in July
2009 did not change for almost three years – during the crisis and its immediate aftermath – and was
4350 Estonian kroons (278 euros) per month until the end of 2011. Since then it has been increasing
every year. In 2012 the monthly minimum wage was 290 euros, in 2013 it was 320 euros, in 2014 it
was 355 euros and currently, in 2015, it is 390 euros. (Töötasu alammäära kehtestamine, 2009; 2011;
2013a; 2013b) Therefore, the increases themselves have also become bigger in the past years as the
economy has recovered (see also Figure 8 in the next section).

2.1 Welfare Benefits and Labour Taxation
The reforms in 2009 determined that the UIF would take over remuneration of redundancy after the
employer’s severance fee had been paid. Initially the unemployment insurance benefit was planned to
increase for people who had been made redundant (to 70% of their average wage for the first 100
days of unemployment and 50% after that). People who left their job at their own wish or on
agreement with the employer and whose employment relationship had lasted for at least 4 years were
supposed be entitled to an unemployment insurance benefit of 40% of their average wage. Also, the
lower limits were to be raised for the minimum unemployment insurance benefit as well as the
national unemployment benefit to 50% of the national minimum wage. However, the increase in the
unemployment insurance benefit in case of redundancy was cancelled, and the opportunity to get the
benefit if the employee had left on his/her own wish and the increase in the minimum of the national
unemployment benefit were delayed until 2013. (Eesti Ametiühingute Keskliit, s.a.; Eesti
Ametiühingute Keskliit, 2009)
Child allowance, which had been remained unchanged for many years until 2014, underwent a
considerable change. The basic child allowance increased from 19.18 to 45 euros for the first and
second child and from 76.72 to 100 euros for every following child (increases of 135% and 30%,
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respectively). Additionally, the need-based allowance for families that live in relative poverty were
increased to 45 euros (an increase of 369%). (Valitsus kiitis…, 2014; Sotsiaalkindlustusamet, 2015a)
Labour taxation has undergone some changes during and after the crisis. The rate of social security
contributions (social tax) has not changed, but the limit that the minimum contribution of social tax is
based on3 has been increasing4. In 2008 it was 2700 Estonian kroons (173 euros), but in 2009 it was
increased to 4,350 Estonian kroons (278 euros). As the requirement for a minimum social security
contribution from the employer does not motivate part-time working at lower wage levels, it could be
said that the situation was aggravated by such a considerable increase during the crisis. The rate was
unchanged for four years but then increased further – to 290 euros in 2013, 320 euros in 2014 and
355 euros in 2015.
The income tax rate was gradually decreased from 23% to 21% in 2006–2008. It was supposed to
decrease further (also gradually, by 1 percentage point per year) in 2009–2011, reaching 18%, but
the crisis interfered with this plan. In 2009 the planned decreases were postponed by one year, so in
2009 the income tax rate was still 21%. In 2010, the planned decrease to 18% was removed from the
Income Tax Act, and in 2012 a decrease from 21% to 20% was scheduled for 2015.
The monthly tax-free minimum was 2,000 Estonian kroons (128 euros) before the crisis (in 2006–
2007). In 2008 it increased to 2,250 kroons (144 euros) and was set to further increase to 2,500
kroons (160 euros) in 2009, 2,750 kroons (176 euros) in 2010 and 3,000 kroons (192 euros) in 2011.
However, the planned increases were postponed by one year in 2009 and in 2010 they were removed
from the Income Tax Act. The tax free minimum remained 2,250 kroons or 144 euros until 2014.
However, an increase to 154 euros took place in 2015.
The changes in the wage rate that is the basis for minimum social security contributions, the changes
in the income-tax-free minimum (and its planned but cancelled changes) and the changes in the
minimum wage have been depicted on Figure 8. It appears that right after the crisis the basis for
minimum social security contributions was equal to the minimum wage, although since 2012 the
minimum wage has increased a bit more. The tax-free minimum remained constant since the onset of
the crisis until recently and the increase in 2015 was lower than what has been planned for 2009 but
cancelled due to the crisis.

3

The rate is set by the government every year, but in 2008 a lower limit was set to it in relation to the
national minimum wage. In 2008 the rate could not be lower than 75% and since 2009 lower than
100% of the minimum wage that applied on 1st July of the previous year.
4
Based on the Social Tax Act and the yearly State Budget Acts.
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Figure 8. Recent changes in minimum wage and some elements of labour taxation (€ per month)
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Until June 2009 the unemployment insurance payment rates were 2% for the employee and 1% for
the employer. The Unemployment Insurance Act was changed together with the reforms to the
Employment Act in July 2009. The payment rates were increased to 2.8% and 1.4%, respectively. In
2013 they were returned to the previous levels of 2% and 1%, and in 2015 they have been decreased
further to 1.6% for the employee and 0.8% for the employer.
The mandatory II pillar pension fund payment rate was established in 2004 and has been 2% ever
since (the government adds another 4% in to the fund, financed from social security contributions).
However, from 15 May to 15 September 2013 a person who had the obligation of II pillar pension fund
payments could submit a request to temporarily increase the payment to 3%. The increase would
take place if the nominal GDP growth in 2012 and 2013 was at least 5%, but no later than in 2017. In
practice, the 3% rate is now applicable in 2014–2017.
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3. Assessment of Effects on Youth
3.1 Education
As a result of the educational policies, it is expected that the share of adults (25–64-year-olds) with no
specialisation will gradually decrease from 29.6% in 2013 to 26% in 2018. The share of 18–24-yearolds who have a low level of education (basic or less) but are not studying was 9.9% in 2013 (13.5%
for men and 6.1% for women) and is expected to be less than 10% in 2018 for both sexes. The share
of 30–34-year-olds with tertiary education is expected to remain at least 40% until 2018 (in 2013 it
was 43.6%). (Haridus- ja Teadusministeerium, 2014b)
The share of dropping out from basic education is expected not to increase from the 2012 level of
0.6% (0.7% for boys and 0.3% for girls). In general secondary education the share of drop-outs was
1.1% in 2012 and is expected to remain around 1%. In vocational education the share of drop-outs is
expected to gradually decrease from 25.8% in 2012 to 21% in 2018. In higher education no target
levels have been specified, although the need to decrease drop-out rates has been well
acknowledged. (Haridus- ja Teadusministeerium, 2014b)
Among basic education graduates, the share of those who have received career counselling is
currently not known but is targeted to reach 100% in 2020. Career counselling is targeted to be
offered systematically to all age groups in a sustainable and user-friendly way. (Haridus- ja
Teadusministeerium, 2014b)
The share of those who have proven base competencies in ICT is also currently not known and is
also expected to be 100% in 2020. Graduates from general secondary or vocational education have
acquired at least basic ICT skills and all vocational standards will include the required level of ICT
skills. (Haridus- ja Teadusministeerium, 2014b)
Among basic education graduates, the share of those who proceed to vocational secondary
education is expected to increase from 26.7% in 2013 to 33% in 2018. Concurrently, the ratio of
students in general secondary education to students in vocational secondary education should
change from 67:33 in 2013 to 62:38 in 2018. The infrastructure of general and vocational education
will be developed together to guarantee that everyone can obtain high-quality and opportunity-rich
general secondary education in their home county or high-quality vocational education that meets the
needs of the current labour market. (Haridus- ja Teadusministeerium, 2014b)
As for the quality of education, it is expected that by 2018 the new principles and learning outcomes
(including key competencies) will have been applied in basic and general secondary education.
According to the ‘Europe 2020’ strategy of the European Commission, the share of 15-year-olds with
low skills of functional reading, mathematical literacy and scientific literacy should be less than 15% in
2020 (based on PISA test results). In 2013 those shares were 9.2%, 10.6% and 5.0%, respectively.
Also, the share of 20–24-year-olds with secondary education is expected to be 85% in 2020 (it was
83.2% in 2013). (Haridus- ja Teadusministeerium, 2014b)
The curricula in vocational and higher education institutions will have been updated according to real
labour market needs (including vocational standards and qualifications). Extra attention will be paid
on the arrangement of practical learning and internships to guarantee that students can obtain
sufficient practical experience during their studies. Additionally, instruments will be applied which
allow the recognition of non-formal education in the formal education system as well as on the labour
market. (Haridus- ja Teadusministeerium, 2014b)
Less advantaged groups (including people without a secondary education, grown-ups with low
qualification, the unemployed, the disabled etc.) are offered extra support measures and flexible study
forms to facilitate participating in life-long learning. More specifically, youth-related policies will be
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designed on the basis of more knowledge about the needs of less advantaged youth groups and the
obstacles that young people meet on the labour market. ESF funds will be used to improve the
employability and awareness about work life among young people, especially the risk groups.
Additionally, youth work measures are to support entrepreneurship among the young. The share of
NEET will be decreased with the help of specific target measures (target levels have not been
specified). (Haridus- ja Teadusministeerium, 2014b)

3.2 Employment
An important indicator in national strategies that is related to youth employment is the employment
rate of 20–34-year-olds who have graduated 1–3 years ago. This is expected to increase from 73.9%
in 2012 to 82% in 2020. (Haridus- ja Teadusministeerium, 2014b)
In the draft of the Employment Act that was enforced in 2009 it is stated as one policy effect that the
weaker groups on the labour market, including the young, will enjoy more protection and improve their
chances to proceed or return to a more stable employment relationship. This is due to the greater
ease in firing and therefore also hiring the less competitive workers into more regular employment
(instead of using only atypical contracts with those groups to avoid firing costs). Additionally, it is
expected that employers invest more into permanent employees than to those with atypical contracts,
which improves the future employability of those workers. (Haridus- ja Teadusministeerium, 2014b)
However, even if young people’s chances of being hired improve, this does not guarantee that they
will also keep the job and might instead expose them to more temporary and short-term jobs.
(Nurmela & Leetmaa 2010) It has been indicated in interviews with trade union representatives that
young people, who have little experience, are often discriminated in economically tough situations –
often it is easy to do because their employment is ‘project-based’, i.e. fixed-term. (Masso et al., 2013)

3.3 Unemployment
Youth unemployment rate (15–24-year-olds) is expected to gradually decrease from 18.7% in 2013 to
12% in 2018 (10% in 2020). (Haridus- ja Teadusministeerium, 2014b) Simultaneously, the share of
unemployed among all 15–24-year-olds is expected to gradually decrease from 7.3% in 2013 to 4% in
2020. (Sotsiaalministeerium, 2014a)

3.4 Working Hours and Wage
There is no information available about expectations with regard to the working hours or the wages of
young people.

3.5 Demand vs Supply of Labour
Estonia is one of the countries in Europe where the population is ageing the fastest. The share of
working-age people among the population is bound to decrease – for instance, from 2010 to 2020 the
forecast of the decrease is 6%. This means that Estonia is heading for a serious labour shortage. This
is not only in terms of the number of working-age people but also their qualifications – labour shortage
exists side-to-side with unemployment already now. In the next years structural unemployment is
likely to increase due to shifts in the economy. (Sotsiaalministeerium, 2014a) This in turn indicates
that young people’s position on the labour market might increase, provided that they are equipped
with suitable education.

3.6 Labour Mobility
Another factor contributing to the increasing labour shortage is migration. Internally the more
competitive work force is concentrating to bigger centres, which exacerbates the labour shortage, and
unemployment problems in rural areas. (Sotsiaalministeerium, 2014a) 15–29-year-olds are the most
active to move to cities or their hinterland regions, although this group’s relative importance is
expected to decrease now that the large birth cohorts of 1980s gradually enter older age groups
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which have somewhat different migration preferences. However, the young are still likely to keep
moving (close) to cities to study or find a job. (Tammur, 2009)
Migration to other countries has been increasing among 15–24-year-olds and the share of those who
want to go abroad is higher among the young than among older age groups. However, their
emigration plans generally have a more temporary nature, in the sense that they only intend to work
abroad for a while and then return. Among young people, it is much more common for non-Estonians
to have plans of emigration than it is for Estonians. (Tarum, 2014)

3.7 Effects of Migration
Even though young people are relatively interested in going abroad, it will probably not have adverse
consequences. Firstly, as mentioned, young people are more likely to plan to return to Estonia after
some years. (Tarum, 2014) Of course, even temporary emigration can induce social problems,
especially if the migrants already have families who are left behind. (Tammaru & Eamets, 2014) But
considering young people, this risk is smaller compared to people in their prime age.
Secondly, most often young people’s stated reasons for wanting to work abroad are exploring the
world and professional development. (Tarum, 2014) It is expected that studying and working abroad
becomes more and more common with every generation and this is beneficial with regard to human
capital, considering that those people will return after some time. (Tammaru & Eamets, 2014)
And finally, young people generally do not agree with the statement that there are no career
prospects in Estonia (only one out of ten 15–24-year-olds agreed with that, while in older age groups
it was 3–4 out of 10. Another notion is that young people’s migration intentions are somewhat less
affected by unemployment (based on opinion poll results) compared to older age groups. (Tarum,
2014) Therefore, it can be expected that young people temporarily go abroad to learn and gain
experience, but most of them will return to Estonia and start working here.
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