Kaire Poder and Andre Veski

- Teachers’ average monthly payments have increased faster than the average wage,
and since 2023 teachers’ incomes have exceeded the Estonian average wage.

« Teachers have both the motivation and the time to work more than full-time: half of
them work under more than one employment contract, earning on average an additional
EUR 175 per month from short-term work. It is not known whether this additional work
is done out of preference or necessity.

« The education-level component in the teacher wage model, which gives Estonian
basic school teachers a 5% wage premium for a master’s degree and a 35% premium
for a doctoral degree, is questionable, because a higher level of education does not
necessarily make someone a better teacher. However, teachers working with children
with special educational needs, pupils from lower socio-economic backgrounds, more
complex subjects, and higher school levels should be paid more.

+ The teachers’ labour market is growing: the teaching profession has become more
popular, teacher wages are increasing, employment relationships are becoming more
flexible, including short-term work and gig-type arrangements.

Teachers’ wage models vary across countries
and education systems. Three main principles
of remuneration are commonly used. First, there
is the fixed wage model, where in addition to an
agreed minimum wage, seniority and qualification
may determine the wage scale. A similar approach
is the career-stage model, where specific criteria,
such as seniority, professional certification, or
completion of continuing education, enable
movement along the career and wage ladder.
Very different from these two is the performance-
based wage model, where pay is determined by

results, such as feedback, pupils’ progress in the
subject, or peer evaluations. An alternative is the
full decentralisation of wages, where the school
head independently determines teachers’ wages
based on the information available to them.

In Estonia, the official system is a mixture of a
fixed and performance-based wage model, which
sets the minimum salary for a full-time teacher.
However, school heads may differentiate wages.
A full-time workload is defined as 35 hours per
week, of which 21-24 hours are contact hours,
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meaning hours spent teaching in front of a class.
From 1 January 2025, the minimum monthly
salary has been set at EUR 1,820 gross. However,
school leaders have a 20% variable reserve within
the wage fund, which allows them to reward
performance.

According to the Ministry of Finance, as of 10
November 2024, the actual estimated average
teacher salary was EUR 2,184 per month '.We show
that as of May 2024, the actual average monthly
amount of payments was higher. The question is
whether this is due to teachers working above the
standard workload or earning additional income
outside school.

Over four years, comparing October 2019 and
October 2023, payments to teachers working in
basic and upper-secondary education increased
by 37%, and somewhat more in vocational
education. Although Estonia’s official wage model,
until 2025, did not include wage grades based on
teachers’ seniority, competence, or effectiveness
in improving learning outcomes, school heads
had the autonomy to establish such wage models.
We therefore ask whether school heads paid for
seniority and education, and whether the wage
return to seniority increased rapidly during the
first five years of teaching. Unfortunately, our data
do not allow us to ask whether teachers of certain
subjects, such as science and mathematics, or
teachers of pupils from lower socio-economic
backgrounds or with special educational needs,
including highly gifted pupils, are paid more
generously.

THE TEACHER LABOUR MARKET:
ONE EMPLOYER VERSUS SHORT-
TERM WORK

The main advantages of a fixed wage model are
considered to be transparency? and so-called
decommodification® teaching as a profession
is not treated as a market commodity. Research
suggests that, especially compared with a
performance-based model, fixed wages may
increase cooperation between teachers.* The
disadvantage of fixed wages is that they may
create inappropriate incentives; for example,
under conditions of rapid wage growth, they
may not motivate teachers to remain in schools
for a long time. However, the basic premise is
that a performance-based model improves
teaching quality.® Still, combining fixed pay
with performance-based elements may create
incentives to earn more through short-term
work, or the gig economy.The pattern suggests a
possible dualisation of the teacher labour market,
with one segment consisting of full-time career
teachers and another consisting of flexible,
contract-based or gig-type teaching work. Is this
also happening in Estonia?

The number of teachers increased substantially
between 2017 and 2023, although the growth
rate slowed over time. The largest contribution
to this growth came from people without
pedagogical education, who make up around
40% of all teachers. Nevertheless, the number of
qualified teachers (with a master’s degree) has
also increased, although their share among all
teachers has not. Only a small share, 8%, work in

Data and methodology. We rely on register data: all individuals associated with teaching positions in
schools and higher education were selected from the register of educators. From the employment
register (TOR), we obtained all their registered employments for the period 1 September 2019 to 1
September 2024, together with background data. Statistics Estonia linked these data with income
and social tax declarations (TSD) and the Estonian Education Information System (EHIS). As analytical
methods, we used regression analysis techniques. The standard practice is to estimate wage equations
based on the Mincer approach, where the dependent variable is log monthly earnings, which in our
analysis are explained by education, work experience, level of teaching (basic school, upper-secondary
school,vocational school), and gender. The effect of time is captured by monthly and annual time fixed
effects, and school-specific characteristics by school fixed effects. For other regression techniques,

we present the results only graphically.
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Figure 3.3.1 Individuals working and not working as teachers, by status
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positions other than direct teaching positions
(see Figure 3.3.1).

Nearly two-thirds of teachers workin only one main
job, and most of them work full-time. In principle,
there are no unemployed teachers. In 2023, the
average teacher workload was 0.9, which reflects
part-time work among both young and older
teachers. Part-time work is nevertheless mainly
concentrated among very young teachers, aged
20-25, who presumably do not yet have teacher
qualifications. Only a very small share of teachers,
less than 10%, work more than full-time.

Only one-third of teachers have civil-law contracts,
such as authorisation agreements,and on average
they earn little from these contracts - about EUR
175 per month in additional income (Figure 3.3.2).
There are also teachers who have more than two
contracts (see Figures 3.3.7-3.3.9 in the appendix
at the end of the article).

2020 2021 2022 2023

. Registered, unemployed
. Registered, teaching

Although Figure 3.3.2 does not account for
workload, it shows that teachers’ alternative
wage-earning opportunity, shown in the middle
panel, has nevertheless remained higher than
teachers’ salaries. Teachers who are registered
as teachers but do not work as teachers also earn
additional income through civil-law contracts.

Overall, reduced workload appears to be driven
primarily by individual circumstances, such
as supplementing pension income or working
in a school prior to completing pedagogical
qualifications. Gig-type engagements have
remained relatively stable over the past seven
years, with no marked increase following
the Covid-19 pandemic. Contrary to common
perceptions, teachers do not earn substantial
additional income through civil-law contracts,
which account for around 10% of total income.
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Figure 3.3.2 Remuneration of individuals working as teachers or registered in the Register of

Pedagogical Staff
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HOW DO SENIORITY, EDUCATION,
GENDER AND TEACHING
COMPLEXITY AFFECT TEACHERS’
PAY?

The research literature has long found that higher
levels of education spending do not consistently
correlate with better study outcomes.® However,
this does not imply that financial resources are
irrelevant for learning outcomes. Rather, existing
funding principles may have failed to convert
higher expenditure into improved education,
suggesting inefficiencies in allocation. Although
hundreds of studies address this issue, a 2000
study on teachers’ pay has been particularly
influential, showing that remuneration systems
affect pupils’ performance and well-being only
under certain conditions.” Unlike the formal
Estonian pay model described above, the 2000
study cited here notes that pay structures are
typically step-based, with career progression
(including years of experience) and educational
attainment determining salary grades. However,
the same study finds that career ladder models
are not effective.® Instead, it argues that pay
systems should provide rapid salary growth
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. Payments under an employment contract

. Payments under a civil law contract

during the first five years, when teachers’ skills
develop quickly and their effectiveness improves.
The model should not include an increment
solely for educational attainment, as higher
qualifications do not necessarily make a teacher
more effective. Higher pay should instead be
directed towards teachers working with pupils
with special educational needs or from lower
socio-economic backgrounds, as well as those
teaching more demanding subjects and at higher
levels.

Estonian statistics show that the most recent
non-seasonal monthly payment to teachers (total
across all institutions, May 2024) exceeded the
estimate reported by the Ministry of Finance,
which is based solely on teachers’ salaries
(Table 3.3.1). Payments are highest, as expected,
for upper secondary school teachers. Holding
a master’s degree has a statistically significant
positive effect on total remuneration compared
with a bachelor’s degree, although we cannot
control for whether subject or level complexity
carries a wage premium. In vocational schools,
the coefficient for a master’s degree is negative:
holding such a degree slightly reduces pay,
although the effect is very small (less than 1%). For



Effects of seniority, gender, age and educational attainment on total remuneration
(%), basic schools, upper secondary schools and vocational schools, 2019-2024

Basic seggﬁggry Vocational

Seniority: each additional year of work 0.2*** 0.3*** 0.4***
Sex: female -12.8*** -16.5*** -10.5***
Age: each additional year 0.3*** 0.5*** -0.1*
Education: master’s degree 5.5*** 4.5 -7
Education: doctoral degree 37.6™* 6.8*** 32.7**
Average total remuneration in May 2024 £2.269 £2.690 £2.391
Number of observations (months of

teaching) 130,151 66,511 7,266
Number of teachers (unique observations) 91,027 7.621 3.188

table by the authors

NOTE. Monthly gross wage payments are log-transformed, and the coefficients are subsequently converted into percentage terms. Seniority is
calculated from the year of obtaining the teaching qualification, not from the actual start of employment in a school. Age is controlled for. Stars
*** indicate statistical significance at the 99% confidence level (1% probability of error) and * at the 90% confidence level. The Register of Peda-

gogical Staff includes 31,836 unique individuals with higher education; total remuneration refers to the sum of all wage payments.

doctoral degrees, the difference in remuneration
compared with a bachelor’s degree is substantial;
somewhat unexpectedly, the largest effect is
observed in basic and vocational schools and the
smallest in upper secondary schools.

Lower wage levels for women, including in
education, have been documented in several
studies and have multiple explanations. The
most common is the opportunity cost argument:
highly educated men generally earn more in
alternative occupations. In 0ECD countries, male
teachers earn on average 77% of the earnings of
similarly educated men, whereas female teachers
earn more relative to women in alternative
occupations.’ This creates gender-differentiated
wage pressure.

Teachers’ monthly wage payments are seasonal:
holiday pay is disbursed in June (see the
appendices atthe end of the article).There are also
indications of Christmas bonuses or payments
related to formalised Christmas leave. Table 3.3.1

shows that seniority increments are paid across
all types of educational institutions and generally
to a similar extent, although part of this effect may
overlap with the age coefficient. This is, however,
a generalisation, as the data indicate that a fixed
percentage is not paid for each additional year
of seniority. Figure 3.3.3 presents the dynamics
of remuneration by years of seniority (0-20 years)
under two different functional specifications.
Longer periods cannot be shown due to the
temporal limitations of the registers.

Panel a) shows rapid wage growth at the
beginning of teachers’ careers in both basic and
upper secondary schools, followed by minimal
growth after the first few years. In vocational
schools, additional years of seniority have a
negative effect. Panel b) shows that in basic
schools wages follow a pattern similar to the
recommended effective model, with rapid growth
at the start of the career and again after 15 years
of seniority. In upper secondary schools, growth is
concentrated between the fifth and tenth years of
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Relationship between seniority and wages among teachers
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seniority and after 15 years.Invocational schools,
however, wages begin to decline after the sixth
year of seniority and increase again only after the
thirteenth year.

A centralised or a decentralised pay model?

Teachers’ pay models serve several purposes:
ensuring teacher supply'® and providing fair,
contribution-based remuneration." A meta-
analysis of 119 studies by Hanushek shows that
in 20% of cases there is a positive association
between teachers’ pay and pupils’ outcomes,
in 7% a negative association, and in the
remaining cases the relationship is statistically
insignificant.!? Perceptions of fairness and
motivation vary. From our education economics
perspective, contribution and remuneration
should move in tandem and be grounded in
evidence.'® Accordingly, wage growth should be
concentrated in the first five years of teaching.
Higher pay should be directed towards more
demanding classroom contexts and subjects,
particularly where pupils have special educational
needs or lower socio-economic backgrounds, and
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towards higher grade levels. We recommend a
pay model differentiated by level of teaching or
subject area. In an ideal setting, effective pay
design would fall within the remit of a capable
school leader.

Will gig work enter school education?

Estonia has been a relatively generous funder
of education. Compared with other European
countries, investment at each level of education
exceeds the average. At the same time, teachers
have expressed concerns about low pay and
excessive workload. The latter may reflect
both necessity and opportunity, as many other
professions also involve multiple jobs and long
hours, yet their reported average wages are not
calculated against a defined standard workload.
Our analysis indicates that those working more
than full-time are predominantly teachers
aged 40-60, which we interpret as reflecting
opportunity rather than compulsion.

In higher education, short-term contracts
and gig-type arrangements have become
widespread, including in elite institutions.'
Since the Covid-19 pandemic, the teaching



market has expanded particularly through paid
private tutoring, accessed via platforms or
personal recommendations. Business-oriented
solutions have also entered schools, such as
substitute teacher development programmes
that recruit replacement teachers through civil-
law contracts.” Our analysis does not indicate
explosive growth in such contracts. Nevertheless,
around one-third of teachers hold civil-law
contracts, and as the total number of teachers
has increased, so too has the number of these
contracts.The average additional monthlyincome
remains below 200 euros.

Greater autonomy for school leaders in salary
and personnel matters has been associated
with increased competition and market-type
behaviour among schools. Competition may
manifest in selective admissions, investment in
school reputation and competition for teachers.
These practices may be framed as promoting
educational quality'® but may also be viewed as
contributing to the commodification of education,
reduced collaboration among teachers and
greater inequality and segregation between
schools."" This issue is discussed in greater detail
in Chapter 4 of this report.

Given that the average age of teachers exceeds
50 (see Figures 3.3.10 and 3.3.11 in the appendix),
and that school leaders are on average even
older, there appears to be limited inclination to
adopt platform-based work, gig arrangements

or short-term, transaction-intensive employment
relationships. Civil-law contracts are more
common among younger teachers registered in
the Register of Pedagogical Staff, and this trend
is likely to continue.

Is there a teacher supply problem in Estonia?

Recent studies'® have reinforced a widespread
perception of an acute and large-scale teacher
shortage.'* However, interest in teacher education
remains strong,”® a substantial number of qualified
teachers are not currently working in schools,?!
and planned legislative amendments?? aim to
lower barriers to entry into the profession. The
growth in teachers’ pay described in this article
should further encourage individuals to pursue
teacher education and enter the profession. It
has even been suggested that school teachers’
salaries now exceed those of academic staff in
higher education (see Figures 3.3.5 and 3.3.6 in
the appendix). This may reflect the high barriers to
entry into the teaching profession - it is possible
to work as a member of academic staff without
being eligible to work as a school teacher -
or limited competition between universities,
which may allow them to act as monopsonistic
employers, whereas schools compete more
actively for teachers. We also show that since
2019 approximately 2,600 individuals with
teaching qualifications who are not currently
employed as teachers have remained available
to enter the profession (around 8% of teachers).

Teachers’ wages and background characteristics (mean values), September 2019 -

August 2024
Al Basic Upper secondary Vocational
Monthly payment €2,064.69 €2,023.81 €2,286.49 €1,940.02
Workload 0.94 0.95 0.93 0.90
Seniority in years 1.25 7.15 1.58 8.68
Age in years 48.72 48.93 49.9 50.37
Sex (share of women) 81.67% 88.27% 81.76% 58.52%

table by the authors
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In our assessment, the teacher labour market is
therefore moving in a positive direction.

Appendix 1. Monthly and annual dynamics of
payments to upper secondary, basic school and
vocational school teachers over the past five
years

Table 3.3.2 presents register-based data in which
allindividuals registered in teaching positions are
linked to Employment Register (TOR) records forthe
period 1 September 2019 - 1 September 2024 and
combined with background information (gender,
education and age). These data are further linked
to income and social tax declarations (TSD) and
the Estonian Education Information System (EHIS).

The data show that while teachers’ incomes
remained virtually unchanged between 2020 and
2021, substantial increases occurred in recent
years, particularlyin 2023 and 2024, both in median

pay (the lines inside the boxes in Figure 3.3.4) and
in wage dispersion (the ‘whiskers’, which roughly
represent two-thirds of observations). In box-
and-whisker plots, the box represents 50% of
observations, meaning that its size reflects wage
variation among half of teachers (a longer box
indicates greater variation). For example, wages of
vocational school teachers vary more than those
of upper secondary or basic school teachers. At
the same time, they are more evenly distributed,
so the median lies relatively centrally within the
box. All three graphs in Figure 3.3.4 display clear
seasonality, with additional payments or holiday
pay disbursed in June and December.

Appendix 2. Comparison of salaries of school
teachers and academic staff

Universities have argued that academic
staff contribute more to societal welfare
than institutional budgets allow them to be
compensated for, resulting in their salaries being
lower than those of school teachers due to public
underfunding.?

Average monthly gross payments to teachers over five years
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b) Basic school teachers
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However, the data indicate that teachers earn
on average less than academic staff. In October
2023, academic staff in higher education
institutions (regardless of academic rank)
earned 41% or 971 euros more than school
teachers. Nevertheless, a considerable number
of academic staff earn less than school teachers
(see Figure 3.3.5).

Average monthly payments differ across levels of
teaching, with the lowest salaries in vocational
educationandthe highestamonguppersecondary
school teachers. However, these differences are
not statistically significant, and it is therefore
incorrect to claim that university academic staff
earn less on average than school teachers. This
comparison is based on group averages and
includes highly paid professors and research
group leaders. Figure 3.3.6 compares university

academic staff salaries with those of upper
secondary school teachers, focusing primarily
on academic staff whose main responsibility is
classroom teaching, presented on an annual
basis for clarity. It shows that the average salary
of school teachers may indeed be higher, but not
significantly higher, than that of several categories
of university staff, such as assistants, fixed-term
academic staff (category 0) and academic staff
with a master’s degree (category 5 teacher).

Appendix 3. Teachers’ additional earnings

Approximately one-third of registered teachers
hold a civil-law contract (Figure 3.3.7). Teachers
may have multiple contracts, some of which
are civil-law contracts. In 2023, teachers’ total
remunerationincreased significantly, by 20%, while
remuneration from civil-law contracts increased

Comparison of remuneration and monthly pay dynamics among school teachers
and academic staff, September 2019 - August 2024

10,000 ¢

~
(1)
o
o
T

il
o
o
o

]
[ d

2,500 ¢ ¢ o
.0,{/\0000003300200.022

P Voo v 0 O

[ R ‘ll‘u' |

Average gross monthly payment (£)

-2,500 t

®

00200000
:l!::,\,,u s800 |04

" "JM'I\‘H b \"" | ‘\l.l*".

[ ]
*

o 0

0000

* L 4
L4 Yo ¢ 0000 ° @ o0 LY
o% o0 P! Y ::z» Leo0e |0
T o

°

e T T T T T T T T T T T T T Y T T Y T T Y T Y T T Y T T Y T Y Y T Y T T Y T T Y T Y Y T Y T T Y T Y Y T Y Y Y Y Y Y v v

055255255555

AT HDrd
Lo Now o] oo

Vocational school
teacher

Higher education

+ Upper secondary
teacher

Basic school +
school teacher

Occupation: teacher

figure by the authors

NNOTE. Points represent average monthly payments, and the lines around the points show 95% confidence intervals, indicating the range within
which monthly payments fall in 95% of cases.
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by less, on average around 10% (Figure 3.3.2). The
share of teachers with civil-law contracts has
remained unchanged, although their number has
exceeded 10,000. It is not known whether such
contracts represent additional work or primary
employment.Income from civil-law contracts has
remained at around 9% of total pay.

Appendix 4. Teachers’ workload

Less than half of teachers (48% in 2023) have
only one employment contract (Figure 3.3.8).
Approximately 35% undertake additional work
at least once during the year under either an
employment or a civil-law contract. Although
the total number of teachers has increased over
time, the proportion with multiple contracts has
remained stable.

Most teachers (55-58%) work close to a full-time
load (0.95-1.05 full-time equivalent) (Figure 3.3.9).
Around 30% work below 0.8 of a full-time equivalent
and 8-9% between 0.8 and 0.95. Some of these
teachers may have additional duties not recorded
in the Register of Pedagogical Staff. We measure
only declared workload, which may differ from
actual working time.

Appendix 5. Teachers’ age

The number of individuals registered in the
Register of Pedagogical Staff and working as
teachers increased significantly between 2017
and 2023 (Figure 3.3.10). Figure 3.3.11 shows that
the share of teachers aged over 50 has grown
more rapidly, while the proportion of teachers
under 40 remained almost unchanged between
2020 and 2023. The share of teachers aged over
70 has also increased, while graduates of teacher
education programmes are increasingly entering

Comparison of teachers’ average annual payments by university academic
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Figure 3.3.7 Types of contracts among individuals working as teachers or registered in the

Register of Pedagogical Staff

Teaching, not registered
15,000 -
g or 70% 75%
510,000 - %
®
e
L7
o
@
2
E
=
= 5,000 - I I I
20% 9904 23% 26% 25%

Registered, not teaching

54%

59% 62% 63% 60% 59% 62%

41% 38% 37% 40% 41% 38%

46%

Registered, teaching

68% 68%
6% 68% °%%
61%

399 36% 34% 31% 32% 32% 32%

64%

20172018201920202021 2022 2023 20172018201920202021 2022 2023

. Employment contract

SOURCE: figure by the authors

201720182019 2020 2021 2022 2023

Civil law contract

Figure 3.3.8 Number of contracts among individuals working as teachers or registered in the

Register of Pedagogical Staff
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Workload of individuals working as teachers or registered in the Register of
Pedagogical Staff
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NOTE. The figure is based on workload recorded in the Register of Pedagogical Staff, which may differ from workload recorded in the Employ-
ment Register. Not all individuals working as teachers are necessarily registered in the Register of Pedagogical Staff. The intervals in the legend
do not overlap. The lower bound is excluded, and the upper bound included (e.g. (0, 0.2] means more than 0 and up to and including 0.2).
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Age distribution of individuals working as teachers or registered in the Register
of Pedagogical Staff
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NOTE. The intervals in the legend do not overlap. The lower bound is excluded, and the upper bound included (e.g. (70, 75] means more than 70
and up to and including 75).

Proportional age distribution of individuals working as teachers or registered in
the Register of Pedagogical Staff
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Eve Eisenschmidt

Pay growth is an important component of
improving teachers’ working conditions. It is
also common to assume that teacher supply
depends primarily on salary levels. However,
focusing solely on pay growth obscures the need
to address working conditions more broadly.

There are differing views on pay models.
Some favour a centralised model, others a
decentralised one. A centralised model could
reduce inequality between teachers and schools
but would not allow differentiation based on
individual contribution. A decentralised or
school-based pay system would make it possible
to recognise teachers’ effort but could increase
competition between schools.

An increase in gig-type work may begin to affect
the quality of teaching. Schools need flexibility,
but the age structure of the teaching workforce
must be taken into account: older teachers tend
to prefer stability, while younger teachers are
more open to flexible forms of work.

The situation is further complicated by insuffi-
cient or low-quality data for analysing teachers’
workload, recruitment needs and pay.As a result,
public communication and reform efforts may
be ineffective or even counterproductive.

Focusing solely on pay growth obscures the
need to address teachers’ working conditions
as a whole.

To make the teaching profession more attrac-
tive, a comprehensive approach is needed: fair
pay, flexible working conditions, a supportive en-
vironment and high-quality data on the teaching
workforce to enable national-level forecasting
and governance. This requires action in three
areas.

A two-tier dynamic pay fund: teachers’
contribution combined with a context
index. A nationally designed but school-level
contribution index should be developed. The
index would account for teachers’ effort
within each school, including the complexity
of teaching and the difficulty of the working
environment. At the national level, schools
would receive additional funding if they
operate in more challenging contexts
and take responsibility for generating
added value - for example, by achieving
developmental progress or piloting and
implementing new initiatives. School leaders
could then design transparent internal
pay systems that differentiate teachers’
contribution within the school, based on
nationally agreed indicators.

A comprehensive view of the teaching
profession. A balance should be struck
between stability and flexibility. Supportive
working conditions should be promoted,
including teamwork and flexible working
time. The system should enable teachers
to make informed career choices and take
development breaks, during which they
may work in other sectors and later bring
fresh perspectives back to schools. Such an
approach would enhance the attractiveness
of the profession, retain experienced
teachers and offer a positive image to new
entrants.

A teacher register. A public register should
be established for graduates of teacher
education, those on career breaks and
individuals undergoing retraining, enabling
schools to contact and make direct offers
to qualified teachers. Flexible return
programmes should be developed to
allow qualified teachers currently working
elsewhere to re-enter the profession,
including part-time and with mentoring
support.
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