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By 7 June 2026, all EU Member States, including Estonia, must
transpose the Pay Transparency Directive (Directive (EU) 2023/970
of the European Parliament and of the Council). Many companies
have already begun preparing to bring their pay systems and
processes into compliance with the Pay Transparency Directive.

At the time of this Newsletter, the exact transposition approach in Estonia remains under discussion and there is
no relevant draft law yet. Moreover, according to public information, the Estonian government has made a
proposal to the European Commission to postpone the entry into force of the directive by two years and to
revise it, because in its current form the directive would significantly increase the administrative burden on
businesses.

Directive not transposed in a timely manner

Failure to transpose the directive may not only lead to infringement proceedings, but its later transposition may
also create uncertainty for companies and may not fully protect employers from the requirements of the directive.

Pursuant to general principle, a directive affects employment relationships only after it has been transposed into
national law. At the same time, where a directive has not yet been transposed, national courts are required to
interpret existing labor law and equal treatment law in conformity with EU law. Where the provisions of the
directive are sufficiently clear, precise and unconditional, this may allow relying on them in legal proceedings.
This means that even the Pay Transparency Directive that has not been transposed into national law may have a
direct effect on employment relationships, as Estonian courts must interpret national law in line with the
objectives of the directive.

Purpose of the Pay Transparency Directive

The directive aims to:

e reduce and ultimately eliminate the gender pay gap;

e strengthen the principle of equal pay for male and female employees for equal work or work of equal value;
e eliminate pay discrimination in the public and private sector by improving pay transparency.

The Directive therefore encourages employers to review and structure their pay systems more carefully and to
increase transparency.

Which obligations does the directive entail?

Under the directive, there are obligations:
— which apply to all employers, regardless of the number of employees, and
— which apply to certain employers, depending on the number of employees.

Reporting obligation
Pay gap reporting is:
— mandatory for employers with 100 or more employees, and
— voluntary for employers with fewer than 100 employees, unless a Member State decides to introduce
mandatory reporting for smaller employers at national level.

First reporting is expected by June 7, 2027, based on pay data from the second half of 2026, and applies to
employers with 150 or more employees, while employers below that threshold (100-149 employees) will report in
the later reporting cycle. The report must be submitted either annually or every three years, depending on the
number of employees.

Most of the other obligations set out in the directive apply to all employers, regardless of the number of
employees.
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Pay transparency at the recruitment stage

Pay transparency requirements at the recruitment stage apply to all employers, irrespective of workforce size.
The directive sets out several obligations, including the requirement to inform job applicants of the initial pay or
the applicable pay range for the position, as well as of any relevant collective agreement provisions.

Failure to comply with rules on pay equality and transparency, including at the recruitment stage, may result in
sanctions. The directive requires EU Member States to introduce effective, proportionate, and dissuasive
penalties.

Employees’ right to information

Employees have the right to request and receive in writing, within a reasonable period of time but in any event

within two (2) months of the request, information on:

— their individual pay level; and

— the average pay levels, broken down by gender, of the categories of employees performing equal work or
work of equal value.

It will also be compulsory for the employer to inform employees, once a year, about their right to access
information and manners of accessing it.

Further on, employers must make accessible to their employees the criteria used to determine pay, pay levels,
and pay progression, ensuring that these criteria are objective and gender-neutral. Organizations with less than

50 employees are exempt from this requirement.

If you have any questions concerning pay transparency, we are happy to support you. We provide labor law advice
to entities operating in any sector and in any legal form.
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This Newsletter offers non-binding information and is intended for general information purposes only. It is not intended as
legal, tax or business administration advice and cannot be relied upon as individual advice. When compiling this Newsletter
and the information included herein, R6dl & Partner used every endeavour to observe due diligence as best as possible,
nevertheless R6dl & Partner cannot be held liable for the correctness, up-to-date content or completeness of the presented
information. The information included herein does not relate to any specific case of an individual or a legal entity, therefore, it
is advised that professional advice on individual cases is always sought. R6dl & Partner assumes no responsibility for
decisions made by the reader based on this Newsletter. Should you have further questions please contact Rodl & Partner
contact persons. The entire content of the newsletter and the technical information on the Internet is the intellectual property
of Rodl & Partner and is protected by copyright. Users may load, print or copy the contents of the newsletter only for their own
use. Any changes, duplication, distribution or public reproduction of the content or parts thereof, whether online or offline,
require the prior written consent of Rodl & Partner.
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