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With a mixture of emerging and booming economies, political
uncertainty and extreme contrasts in business customs, the
Americas can never be categorised as one homogeneous
whole.
When you operate in multiple countries and start to hire your
employees, you must be aware of what it means to be fully
compliant with the local labour regulations as well as your
internal HR and payroll policies.
In this factbook, you will find out how HR and payroll works in
the following countries:
• Argentina

• Ecuador

• Bolivia

• Guatemala

• Brazil

• Mexico

• Chile

• Panama

• Colombia

• Paraguay

• Costa Rica

• Peru

• Dominican Republic

• Uruguay
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ARGENTINA

SOCIAL SECURITY SYSTEM

HIRING/RETRENCHMENT ISSUES

• Both employees and employers have to make
contributions towards the cost of the health
system, and to fund future retirement pensions
for employees. Employer contributions are usually
calculated at a rate of 23% of the gross salary
paid, except entities with high revenues that also
undertake certain activities – they are subject to a
higher rate of 27%.

• Argentina’s Labour Law, the Labour Union Law,
the Labour Risk Law and collective bargaining
agreements govern labour-management relations,
and employee rights and remuneration in the
country.

• The share of the employee’s contributions is
calculated on the basis of his/her gross salary
or by considering a fixed amount defined by
the Federal authorities on a semi-annual basis,
whichever is the lowest, and according to the
following rates:

• Employees who have worked for an employer for
more than five years must be given two months’
notice on termination, while one month’s notice
is sufficient for employees with less than five
years of employment. Employers may also opt to
provide payment in lieu of advance notice equal to
15 days’ salary if termination happens during the
trial period, or equal to one or two months’ salary
depending on length of employment.

11%

11% of the gross salary for pension
fund system

3%

3% of the gross salary for retirement
fund (INSSJP)

3%

3% of gross salary for medical
assistance

* Additional withholdings may be applicable where employees
are subject to Union’s rules.
* Employee’s salary may also be reached by the income tax which the employer retains monthly to the “Fisco Federal”.
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• Employees may be laid-off without compensation
during the trial employment period (first 3 months),
provided 15 days’ notice is given.
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FOREIGN PERSONNEL AND
WORK PERMITS
• There are no restrictions on the employment of
foreigners, provided they hold the appropriate visas.
• Companies that intend to hire foreigners must be
registered with the National Registry of Sponsoring
Entities, which is a division of the Department of
Immigration.
• Prospective employees from MERCOSUR countries
and MERCOSUR associate countries can apply
for a temporary residence visa that entitles the
individual to work in Argentina without the need for
sponsorship.
The most common types of work visas
issued in Argentina are:
• Article 29 (e) visas: Short-term visas with an initial
validity of 15 days
• Article 15 (E) Labour Contract / Temporary
Residence Visa: Applicable for employees / people
doing internships. Minimum duration is of 6-12
months. To obtain the visa a formal labour contract
between the Argentinean company and the
employee is required, along with a Código Único de
Identificación Laboral (CUIL).
• Article 15 (E)
Secondment/Temporary
Residence visa: Issued
to employees who are
sent to Argentina by
their company for at
least 6-12 months.
Presenting a formal
labour contract between
the Argentine company
and the employee is not
mandatory.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• Employers in Argentina are required to pay salary
and social security contributions to employees
every month (or fortnightly in case of certain
employments subject to Union rules), which is
determined at the outset of employment, under the
employment contract.
• Argentine law also requires a bonus (i.e. thirteenth
month salary) to be paid to employees every year
– in June and December – equal to 50% of the
highest monthly wage received by the employee
during the previous six-month period.
• Overtime work is permitted with certain
restrictions. In general, overtime on weekdays
and Saturday mornings is paid at 150%, and 200%
is paid for Saturday afternoons, Sundays and
holidays.
• Government Decree # 484/2000 established a
limit of 200 hours overtime per year and 30 hours
overtime per month.
• The vacation period ranges from 14 to 35
consecutive days, depending on the number of
years of service. To be entitled to a full vacation
period, an employee must have worked for the
same employer at least half of the working days in
the calendar year.
H R L E G I S L AT I O N
• Some of the issues covered by the labour law in
force are: remuneration; annual vacations and
special leaves of absence; holidays and nonworking days; daily and weekly working and resting
hours; and termination or transfer of a labour
contract.
• Argentine labour law sets forth the following types
of labour contracts:
• Labour contract for an indefinite period
• Labour contract for a fixed period
• Seasonal labour contract
• Part-time labour contract
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BOLIVIA

Labour environment

HIRING/RETRENCHMENT ISSUES

The Bolivian labour law governs issues
related to employment, and protects
the rights and interests of employees in
Bolivia.

• Under the terms of Bolivian labour law, a written
employment contract between an employer and an
employee is mandatory - and it must be registered
with the Ministry of Labour. An employment
contract can be for a fixed or an indefinite term.
• Employers can also enter into collective bargaining
agreements with employees.

SOCIAL SECURITY SYSTEM
• Bolivia has a mandatory social security system.
Contributions are made by both the employers and
the employees.
• Employers contribute 14.71% of an employee’s
gross salary (16.71% for mining companies).
• Employee contributions vary between 12.71% and
28.71% of their gross salaries.
• Employers are also required to contribute 2% of an
employee’s gross salary to the National Housing
Fund.

• The employer can apply a three-month trial period
to new employees with indefinite employment
contracts.
• Termination of an employment contract can be
through dismissal or a voluntary withdrawal. In
either case, the employee is generally entitled to
severance payment and other benefits.
• An employee can only be dismissed for a valid
cause such as: intentional material damage
caused to work instruments; disclosure of
industrial secrets; negligent acts affecting
industrial security and hygiene; unjustified absence
for more than six days; failure to comply with the
employment contract; and theft or robbery.
• Employees who have been working for more than
five years are entitled to a severance payment of
one month’s salary for each year of service.
• Employees who are dismissed during the trial
period are not entitled to severance payment.
• Employers must provide employees under fixedterm contracts a notice of termination 30 days in
advance where the employee decides to terminate
the contract, he or she must give 90 days’ notice to
the employer.
• Temporary employment contracts and employment
contracts for a specific task or service require a
termination notice period of one week after one
month of work; 15 days after three months of work;
and 30 days after one year of work.
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FOREIGN PERSONNEL AND
WORK PERMITS
Foreign personnel
• Bolivian labour law requires businesses to limit
foreign employees to 15% of their total workforce
and requires that such foreign hires be part of the
technical staff.
• These workers require a work visa that can be
obtained in any Bolivian consulate, and if they work
for a Bolivian company, both the company and
the workers should also contribute to the Bolivian
pension system (Pension Law Article 104.1).

Work permits

• Foreign employees who wish to live and work in
Bolivia require a “specific purpose” visa to enter
Bolivia.
• The specific purpose visa is valid for 30 days.
• After obtaining a “specific purpose” visa, the foreign
employee must obtain a temporary residence
permit to live and work in Bolivia. Key documents
required for applying for a temporary residence
permit include:
• Valid passport
• Work contract specifying the duration of the
stay, legalised by the Ministry of Labour in
Bolivia
• Criminal record certificate
• Proof of permanent address
• Application for temporary residence
• Completed application form.
PA Y R O L L C Y C L E S A N D O V E R T I M E
• The monthly minimum wage stands at BOB 2000,
as in 2017.
• Employees exceeding their normal weekly working
hours or working on Sundays are entitled to
overtime payment of twice their normal pay rate.
• Employees who work in the night shift are entitled
to a 25% premium on hourly pay.

H R L E G I S L AT I O N
• Employment and labour relations in Bolivia are
regulated by the Bolivian Constitution, the Labour
Law, the Social Security Code, the Pension Law,
and other decrees that amend these laws.
• These laws apply to all employees of companies
incorporated in Bolivia. They also apply to
employees of companies incorporated abroad and
working as a consultant in Bolivia, if the Bolivian
law is specified as applicable in the employment
contract.
• In case of a dispute, employees and employers
must first attempt to resolve the issue through a
conciliation process through the Labour Ministry.
If it fails, the parties can initiate proceedings in the
labour courts.
• The Labour Law governs issues such as nature
and duration of employment contracts, terms
and conditions of employment, hours of work,
salaries, holidays and rest periods, termination of
employment, and employment of foreign nationals.
• Employment disputes in Bolivia are resolved
through a system of seven Labour Courts, three
Social Courts of Appeal, and two Social Courts in
the Supreme Court.
07
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BRAZIL

SOCIAL SECURITY SYSTEM

20%

8.8%

8-11%

Companies are required to pay 20% of
employees’ gross salaries to finance the
Brazilian Social Security System (INSS).
Other social security charges are
levied on employers, depending on the
company’s activities, up to a maximum
of 8.8% of payroll.
Employees also pay 8%-11% of their
monthly salaries towards social security,
which is withheld by the employer. The
contribution of the employee is limited
to the calculation basis in the amount of
BRL 5,531.31, and the maximum value
of employee contribution is BRL 608.44
(11%).

HIRING/RETRENCHMENT ISSUES
• Employment contracts in Brazil may be verbal or
written. The contract must state the remuneration
of the employee. The contract may be for a fixed
term, indeterminate or for intermittent work (New
text of the Labour Reform – taking place since
November 11th).
• Every employee must have a Work Booklet (CTPS)
which contains terms of the employment contract.
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• An employer who dismisses an employee without
cause must give the employee prior notice of a
minimum of 30 days and provide:
• Balance of wages
• 13th month salary (additional month’s salary
paid at the end of the year)
• Government Severance Indemnity Fund for
Employees (FTGS) deposits with a 50% fine on
the accumulated amount
• Unused earned vacations as well as additional
vacations.
• It is also allowed that the prior notice be
indemnified, so there is no need to notify the
employee 30 days in advance.
FOREIGN PERSONNEL AND
WORK PERMITS
• Brazilian companies with more than three
employees are required by law to employ at least
two Brazilians for each expatriate employee.
• Foreign workers must hold a valid work permit
(temporary or permanent) to live and work in Brazil.
They must also hold the following documents:
an Identity Card Alien Registration Card (RNE), a
Brazilian Taxpayer ID (CPF) and a Work Card and
Social Security Booklet (CTPS).
• Employers must request a work permit from the
General Immigration Coordination, an agency of
the Ministry of Labour and Employment.
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The different types of work permits are:

• Temporary Visa V, Without a Labour Contract: for
workers of foreign companies engaged in a service
contract with a Brazilian company.
• Temporary Visa V, With a Labour Contract: for
workers employed by a Brazilian company.
• Permanent Visa: for workers employed by a Brazilian company in management positions (directors,
managers). Compliance with additional requirements set by the National Immigration Council is
required.
• Business visas for short-term visitors are valid
for up to five years, permit multiple re-entries, and
limit individual stays to 90 days and total stay in a
year to 180 days.
PA Y R O L L C Y C L E S A N D O V E R T I M E
• Salaries are payable at least once a month.
• Compensation for overtime is payable at a
minimum of 50% above the compensation for
normal working hours and is paid on a monthly
basis.
• Bonuses and profit-sharing are generally paid
annually, in cash.
• The minimum monthly wage specified by the
government is BRL 954.

H R L E G I S L AT I O N A N D
WORKER BENEFITS
• Labour relations in Brazil are governed by the
Brazilian Labour Code (CLT).
• Another body that enforces labour regulations in
Brazil is the Ministry of Labour and Employment
(MTE) and Unions.
• Employers contribute 8% of employees’ gross
salaries to the Government Severance Indemnity
Fund for Employees (FTGS). Upon termination of
employment, an employee is entitled to the funds
accumulated in it.
• Men and women can retire at any age after
contributing to the social security system for 35
and 30 years, respectively, to receive a full pension
or for 15 years to receive a partial pension. The
retirement rules are currently under discussion by
the government.
• Employees are entitled to 15 sick days; payment of
additional days is made by INSS.
• Employees are entitled to 30 days of paid vacation,
following 12 months of work, which can be taken
in the following year. Vacations can be enjoyed in
up to 3 periods (New text of the Labour Reform –
taking place since November 11th), if the employee
agrees with that.
• Employees are entitled to a 13th month salary, an
additional month’s salary, paid at the last month of
the year, generally in two installments.
• Female employees are entitled to 180 days of
maternity leave; men are provided with five days of
paternity leave. The rules regarding paternity leave
are currently under discussion by the government.
09
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CHILE

SOCIAL SECURITY SYSTEM
The social security system in Chile comprises several
elements:
• Pension Fund: every employee must be affiliated
to the Pension Fund Administrator (AFP) of choice.       
The Pension Fund Administrator contribution
consists of:
• Contribution to Survival and Disability Insurance:
1.41%, covered by the employer
• Contribution to Individual Saving Insurance: 10%,
covered by the employee.
• A commission of between 0.41 and 1.54% charged
to each affiliate
• Health Insurance: payment must be made
either to the state National Health Fund (Fondo
Nacional de Salud, FONASA), or to a private
Health Insurance Institution (Institución de Salud
Previsional, ISAPRE), as per the employee’s choice.
The minimum legal requirement is 7% of the
employee’s salary.

• Labour-related Accident Insurance: This is 0.95%
to 3.4% of employee’s salary depending on the risk
of the employment activity, and is covered in its
entirety by the company.
• a) Unemployment Insurance: is 2.4% to 3% of the
employee’s salary, this contribution goes to the
Unemployment Fund Administrator (Administrador
de Fondos de Cesantía – AFC).
• a.1) Permanent Contract: the employer must
contribute 2.4% of the total, and the employee
must make the contribution for the 0.6%
remaining.
• a.2) Any Other Type of Contract: requires the
employer to pay the full contribution of the
unemployment insurance.
• In January 2017, the second category tax table
was modified, the most relevant change is that
the last part is eliminated, so high salaries pay
35% instead of 40%.
HIRING/RETRENCHMENT ISSUES
• The work contract must be written.
• The Chilean Labour Code allows the employer to
terminate an employee’s contract based on the
organisation’s needs.
• The termination notice must be delivered to the
employee 30 days in advance and in person or
by certified mail. A copy of such notice must be
sent to the appropriate labour inspector.
• The employer may choose to pay the employee
30 days salary in lieu of such prior notice.
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PA Y R O L L C Y C L E S A N D O V E R T I M E
The work contract sets the amount, form and date of
payment made to employees.
• Payroll cycles can be set by days, weeks,
months, or on piece-rate terms. However, the
unit of time cannot exceed a month.
• The monthly salary must not be under the valid
minimum wage, established by the Chilean
government.
FOREIGN PERSONNEL AND
WORK PERMITS
• The Chilean Labour Code states at least 85%
of a company’s employees must be of Chilean
nationality (for companies with more than 25
employees). Exceptions to this rule:
• Technical personnel not available locally
• Foreigners married to a Chilean
• Foreigners who have been residing in Chile
for more than five years
• Chile does not issue business visas, therefore
potential foreign investors must enter the country
as tourists.
Temporary visas
• Visas could be granted to people who have
proven family ties or interests in Chile and whose
residence is deemed useful and convenient for the
country*.
* Issued for a maximum period of one year, renewable for up to two
years, after which the foreigner must apply for Definite Permanence
or leave the country.

The main Temporary Visa types are:

• Investors and Traders
• Professionals and Senior Technicians
• Subject to Contract
* Applicants from MERCOSUR countries cannot have any
penitentiary or criminal records.

Valid minimum wage is:
• As of 1 January 2017: CLP 270.000 for workers
between the ages of 18 and 65 years.
• For workers over the age of 65 and under 18
years: 201.561 CLP.
According to the Chilean Labour Code, employees
who serve overtime must receive an additional
payment corresponding to 50% of his/hers hourly
wage.
Paid leave
• An employee, with more than one year of service
is entitled to an annual paid leave of 15 business
days.
• Employees that serve in the 11th Region (Región
de Aysén del General Carlos Ibañez del Campo),
Palena Province and/or the 12th Region (Región
de Magallanes y de la Antártica Chilena), will be
entitled to an annual paid leave of 20 business
days.
• Every employee that has served one or more
companies for 10 years or more, continuously or
otherwise, will be entitled to add one business day
to his/her leave for every three new years worked.
H R L E G I S L AT I O N
• The Chilean Labour Code regulates the various
types of work contracts that can be formed,
employment regulations and conditions for foreign
employees, terms of remuneration and mandatory
social security contributions, among other things.
• Additional labour regulations are enforced by the
Work and Social Prevention Ministry (MTPS).
011
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COLOMBIA
SOCIAL SECURITY SYSTEM
• Colombia has a mandatory social security system,
which provides benefits for retirement, disability
and death, healthcare, and labour risks.
• Both the employers and the employees are
required to make contributions towards social
security. Total payroll contributions:

the effects of termination vary depending on the
type of contract and if it is ended with a valid justification.
• Employees dismissed without a lawful cause are
entitled to a severance payment, depending on
their salary and tenure of service.
• For employees who earn a salary of less than
10 legal monthly minimum wages:
a) 30 days of salary when the employee has
less than one year of service

31%

Employer: up to 31% of salary,
including the payroll taxes

10%

Employee: up to 10% of salary

HIRING/RETRENCHMENT ISSUES
• Employment contracts can be verbal or written, as
well as of fixed or indefinite duration. Employers
can also enter into collective bargaining agreements with employees.
• Employers may require employees to serve a trial
period, not exceeding two months.
• The employer and the employee can both terminate the employment contract without notice. If the
employee contract is terminated by the employer,

012

b) If the employee has more than one year of
service, the severance payment will be of 30
days of salary for the first year and 20 days of
salary for each consequent year and fraction of
service.
• For employees who earn a salary equal to or
higher than 10 legal monthly minimum wages:
a) 20 days of salary when the employee has
less than one year of service
b) When the employee has more than one
year of continuous service, he or she will get a
severance payment of 20 days of salary for the
first year of service, and 15 days for the consequent years and fraction of service.
• Employees under a definite contract have the right
to receive compensation according to the time it
takes to finish the agreed period, or the time determined on the contract; in that case the severance
payment will not be less than 15 days.
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FOREIGN PERSONNEL AND WORK
PERMITS
• Foreigners are required to hold a valid work visa
to live and work in Colombia. Entry of foreigners
with technical, professional or intellectual
qualifications and experience that can contribute
to the development of economic, scientific, cultural
or educational activities that benefit Colombia is
facilitated.
• In general, foreigners have to comply with same
obligations as the Colombian workers in relation to
the HR & Payroll matters.
• Decree 834, 2013 issued by the Ministry of Foreign
Affairs must be reviewed to determine which visa
or permit must be obtained. This law consolidates
visas in the following categories: Business (NE),
Temporary (TE) and Resident (RE).
• Temporary Visa TP-4 (employee) authorises
the entry and permanency in the country of a
foreign employee that has a labour contract
with a personal or legal entity domiciled in
Colombia.

• If an employee works on Sunday or during a holiday, he/she is entitled to an extra pay of 75% of the
normal pay rate as compensation for working, as a
compensation of working on those days.
• Employees are entitled to receive paid annual leave
(vacations) of 15 days for each year of service.
• Employees are also entitled to 18 weeks of paid
maternity leave, eight days of paid paternity leave,
and five days of paid bereavement leave.
Currently, the Colombian Congress is preparing a law
to extend those paid leaves.

H R L E G I S L AT I O N
• Employment in Colombia is primarily governed by
the Labour Code which applies to all employers
and employees in Colombia, regardless of their
nationality. The Code governs the terms and
conditions of employment, such as the form and
duration of the employment contracts, probation
periods, wages, working hours, holidays and
leaves, termination of employment, and collective
bargaining.

PA Y R O L L C Y C L E S A N D O V E R T I M E
Employees are paid on either a monthly or bi-weekly
basis.
• The monthly minimum wage is COP$737.717
effective from 1 January 2017 until 31 December
2017.
• Night-time work is payable at a rate of at least 35%
above the normal pay rate.
• Overtime during daytime working hours is payable
at a rate of at least 25% above the normal pay rate,
while overtime during night-time working hours is
payable at a rate of at least 75% above the normal
pay rate.
• Overtime will not be able to exceed 12 hours per
week (two hours per day).
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C O S TA R I C A

SOCIAL SECURITY SYSTEM
• Costa Rica has a mandatory Social Security
System (Caja Costarricense de Seguro Social,
CCSS) that provides benefits in case of maternity,
illness, disability, old age and death.
• Monthly contributions towards social security are
made by both the employers and the employees.

10 - 26%

9.5%

Employers contribute 26% of an employee’s gross salary, while employees
contribute 10% of their gross salaries.
Self-employed individuals contribute
an average 9.5% of their gross salaries
towards social security.

• Employers are also required to have workers’
compensation insurance to cover employees for
workplace accidents.
• According to the Worker’s Protection Act of 2000,
employers must contribute 3% of an employee’s
monthly gross salary; 50% of the contribution
is for the employee’s mandatory individual
pension account, and the remaining 50% is for the
employee’s mandatory individual capitalisation
account (this is included in the previously
mentioned 26.33% that the employer must pay
monthly).

HIRING/RETRENCHMENT ISSUES
• Employment contracts in Costa Rica may be verbal
or written. However, employment contracts for
agricultural workers, domestic workers, temporary
workers, and workers hired for a specific task must
be written. Written employment contracts must be
in Spanish.
• Employers can also enter into bargaining
agreements with employees.
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• Employees with indefinite-term contracts must
undergo a three-month trial period, during which
the employer can freely terminate the employment
contract.
• An employer can terminate the employment
contract without a ‘just cause’ by giving a notice
of dismissal and severance pay to the employee;
severance pay to the employee; this pay depends
on the employee’s tenure of service.
• If the employee has worked for more than three
months but less than six months, he or she is
entitled to one week’s notice and seven days’
wages.
• If the employee has worked for six months to a
year, he or she is entitled to two weeks’ notice
and 14 days’ wages.
• If the employee has worked for more than a
year, he or she is entitled to one month’s notice,
and an average severance payment of 20
days’ wages for every year of service, up to a
maximum of eight years of service.
• Employees dismissed without a ‘just cause’ are
also entitled to unpaid wages, and proportional
vacation time and Christmas bonus.
• Employees who resign for reasons such as
non-payment of agreed salary; dangerous
working conditions or contagious diseases in
the workplace; moral or physical damage or
defamation by the employer; or deliberate damage
to the employee’s tools by the employer, are also
entitled to a severance payment.
• Employees who are dismissed for a ‘just cause’
- such as criminal acts or property damage;
physical or moral acts of slander; acts that
endanger security and working conditions; release
of confidential information; unjustified absence
from work; or insubordination - are not entitled
to a notice period or severance payment. This
must be appropriately supported and stated in the
dismissal letter, as companies can incur additional
fines or legal fees for an unjustified dismissal for
‘just cause’.
• However, such employees are entitled to
unpaid wages, and proportional vacation time
and Christmas bonus.

E X PA N D I N G T O L AT I N A M E R I C A - 2 0 1 8

FOREIGN PERSONNEL AND
WORK PERMITS
• Costa Rica does not limit the number of foreign
employees that a company can have. Furthermore,
Costa Rica’s Constitution provides that foreign and
local employees: to be treated equally.
• However, Costa Rican labour regulations favour
employment of local people over foreigners.
• Foreign employees are also required to hold a
residence permit (temporary or permanent) to live
in Costa Rica.
• Holders of permanent residence permits are
not required to hold a work permit. To apply for
permanent residence, an individual must have
obtained temporary residence for a minimum
of three years.
• Holders of temporary residence permits cannot
work in Costa Rica without a work permit,
unless they are executives, representatives,
managers or technical personnel for
companies established in Costa Rica.
• Temporary residence permits are generally
valid for one or two years, and may be extended
as long as the employer and the employee
continue to satisfy the requirements of the
temporary residence permit.
• Foreign nationals of certain countries - such as
China, Colombia, Ecuador, India and Peru - are also
required to hold valid visas to enter Costa Rica.
• Foreign nationals who need to enter Costa Rica for
short-term business visits can do so by obtaining
the Consular Visa or the Authorised Visa. Business
visitors can normally stay in Costa Rica for up to
90 days.
PA Y R O L L C Y C L E S A N D O V E R T I M E
• Generally salaries are paid on a weekly or
fortnightly basis, but must be paid once a month at
minimum.
• The National Salary Council, which is comprised of
representatives from the labour force, industry, and

government, adjust the minimum wages every six
months.
• Minimum wages are dependent on the industry
as well as the position of the employee.
Effective 1 January 2017, the minimum daily
wages of employees in the agriculture, industry,
manufacturing, construction, electricity, commerce,
tourism, services and transportation sectors are:
• Unskilled worker: CRC 9,822.07
• Semi-skilled worker: CRC 10,680.80
• Skilled worker: CRC 10,877.41
• Specialised worker: CRC 12,829.63
• Overtime is paid at a premium of 50% of the normal
pay rate. If an employee works on a public holiday,
he or she is paid at a premium of 100% over his/her
normal pay rate.
• Employees are entitled to a Christmas bonus of
one month’s salary which must be paid during the
first 20 days of December.

H R L E G I S L AT I O N
• Employment in Costa Rica is primarily governed by
the Costa Rican Labour Code, which establishes
the general rules governing all labour relationships.
• Other important regulations include the
Law of Labour-Related Risks, the Law for
Worker’s Protection, and other ‘administrative
provisions’ such as the decrees establishing
minimum wages which are updated every six
months.
• Costa Rican labour regulations seek to guarantee
equal payment for men and women; eliminate
discrimination; prohibit forced labour; and promote
the right to collective bargaining, the right to strike,
and the freedom of association.
• The Costa Rican Labour Code governs issues
related to employment contracts and collective
bargaining agreements, working hours, vacations,
salaries, and protection of workers during their
employment.
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DOMINICAN
REPUBLIC

SOCIAL SECURITY SYSTEM
• The Dominican Republic has a mandatory social
security system that provides retirement, health
and occupational risk benefits.
• Both employers and employees are required to
contribute towards social security on a monthly
basis.

Type of contribution

• In addition, the employers contribute 1% of the payroll
to the Institute for the Development of Technical
Professionals (Instituto de Formación Técnico
Profesional, INFOTEP). Employees contribute 0.5%
of the allowances and profits granted towards the
INFOTEP.

Employer contribution (% of salary)

Employee contribution (% of salary)

Retirement

7.10% (up to 20 times
the monthly minimum wage)

2.87% (up to 20 times
the monthly minimum wage)

Health

7.09% (up to 10 times
the monthly minimum wage)

3.04% (up to 10 times
the monthly minimum wage)

1.10% to 1.3% depending on company
(up to 4 times the monthly minimum wage)

-

1% (In base to total monthly wage)

0.5% in annual law gratification

15.39%

6.41%

Labour risk
Infotep
Total

HIRING/RETRENCHMENT ISSUES
• An employment contract can be verbal or written.
Either the employer or the employee may require
the other party to sign a written version of an
existing verbal contract.
• Employment contracts can be full-time or parttime.
• Employers can also enter into collective bargaining
agreements with employees.
• Either the employer or the employee can terminate
the employment contract without cause by giving
notice.
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• An employer can dismiss an employee without
cause and severance payment within the first three
months of employment.
• If the employee has worked for three to six
months, a notice period of seven days is
required.
• If the employee has worked for six to 12
months, a notice period of 14 days is required.
• If the employee has worked for more than 12
months, a notice period of 28 days is required.
• Employees who are dismissed without cause are
entitled to a severance payment depending on the
tenure of service.
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• Employees who have worked for three to six
months are entitled to a severance payment of
six days’ salary.
• Employees who have worked for six to 12
months are entitled to a severance payment of
13 days’ salary.
• Employees who have worked for one to five
years are entitled to a severance payment of 21
days’ salary for each year (or fractional year) of
service.
• Employees who have worked for more than five
years are entitled to a severance payment of 23
days’ salary for each year (or fractional year) of
service.
• Employers who dismiss employees ‘with cause’
are required to do so within 15 days of the incident
cited as the cause of dismissal, and must inform
the Department of Labour within 48 hours of the
dismissal.

FOREIGN PERSONNEL AND
WORK PERMITS
• Dominican citizens must account for at least 80%
of an employer’s workforce. This requirement
does not apply to managers and other supervisory
employees.
• Before hiring a foreign employee, the employment
contract must be filed with the Ministry of Labour
to verify that local personnel cannot be employed
in the role.
• Foreign employees are required to secure a valid
employment contract with a Dominican employer,
and obtain a business visa to enter the Dominican
Republic.
• The business visa is valid for one year and can
be renewed annually for two more years.
• Visas are not required by citizens of countries
with which the Dominican Republic has signed
visa exemption agreements. Such foreigners
are required to obtain a tourist card upon
arrival in the Dominican Republic.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• Salaries must be paid at least monthly.
• The minimum wage is established by the National
Salary Committee, and depends on the sector.
• For example, on November 2017 the new
minimum wage is DOP 9,411.60. It is important
to note that the minimum salary depends of the
sectors and the value of the facilities or stocks.
• Overtime hours above the normal 44 hours in a
week and up to 68 hours in a week are payable at
a rate of 135% of the normal pay rate. Overtime
hours above 68 hours in a week are payable at a
rate of 200% of the normal pay rate.
• Night work is payable at a rate of 15% above
the normal pay rate.
• Work on Sundays and public holidays is
payable at a rate of 100% above the normal pay
rate.
• Employees are entitled to a Christmas bonus of
one month’s salary payable before 20 December of
each year.
Furthermore, employers are required to share 10% of
their net profits with the employees.

H R L E G I S L AT I O N
• Employment in the Dominican Republic is primarily
governed by the Labour Code of 1992.
• The code regulates the terms and conditions
of employment, such as working hours,
remuneration, holidays and paid leaves,
termination of employment and establishment
of unions.
• The code also regulates the employment of
foreigners in the Dominican Republic.
• In accordance with the code, employers are
required to submit records of each employee,
including work, salary, vacation schedules and
overtime, to the Ministry of Labour.

• Foreign nationals are also required to obtain a
temporary residence permit, which is valid for
one year and can be renewed, before entering the
Dominican Republic.
017

E X PA N D I N G T O L AT I N A M E R I C A - 2 0 1 8

ECUADOR

SOCIAL SECURITY SYSTEM
• Ecuador has a mandatory social security system,
contributions towards which are made by both the
employer and the employees.
• a) Ecuador has a mandatory social security
system, contributions towards which are made by
both the employer and the employees.
Employers pay social security tax at a

12.15% rate of 12.15% on the total salary of the
employee.

9.45%

Employees contribute 9.45% of their
gross monthly salary towards social
security.

HIRING/RETRENCHMENT ISSUES
• Employment contracts can be verbal or written.
Written contracts must be approved by the Ministry
of Labour Relations.
• Employment contracts should be of a fixed or an
indefinite duration.
• Employers can also enter in to a collective
bargaining agreement with employees.
• An employer can terminate an employment
contract by giving notice of 30 days, while an
employee can do so by giving notice of 15 days.
• Dismissed employees who have worked for at least
three years are entitled to a severance payment of
three months’ salary. Dismissed employees who
have worked for more than three years are entitled
to a severance payment of one month’s salary for
each year of service up to maximum of 25 months’
salary.
• All dismissed employees are entitled to an
additional indemnity payment of 25% of their
last drawn monthly salary, per year of service.
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• Severance payment is not required if the
dismissal is for a just cause such as excessive
absenteeism, tardiness, insubordination, theft
or poor performance.
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FOREIGN PERSONNEL AND
WORK PERMITS
• In general, employment of foreigners is not
restricted except in certain sectors such as
hydrocarbons and transportation.
• Before applying for a work permit for a foreign
employee, an employer must first advertise the
vacancy to domestic employees.
• Foreign nationals who intend to work in Ecuador
must obtain a valid work permit from the Ministry
of Labour and Human Resources, as well as a
visa from the Immigration Services Bureau or the
Foreign Relations Ministry.
• There are two migratory categories
for visas in Ecuador – immigrant
visas (Category 9) and non-immigrant
visas (Category 12).
• The Category 9 visa has six sub-categories,
9-I to 9-VI, depending on the purpose of
immigration to Ecuador. For example:
• The Category 9-III visa is issued to foreign
nationals who wish to invest capital in
any branch of the industry, agriculture,
cattle farming or export commerce in a
stable manner different from a shareholder
company.
• The Category 9-IV visa is issued to
foreign nationals who intend to engage in
administrative, technical or specialist duties
in companies, institutions or entities in
Ecuador for an indefinite duration.
• The Category 12 visa has ten sub-categories,
12-I to 12-X, depending on the purpose of visit
to Ecuador.
• The Category 12-VI visa is for professionals
and trained specialised workers in Ecuador
as well as their families. The workers need
to present their CV, and a number of other
documents relating to the firm’s registration in
Ecuador.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• Minimum wages are determined by the National
Wages Council.
• For 2017, the monthly minimum wage is USD
375.00 per month.
• Employees are also entitled to a ‘13th month
salary’, equivalent to one month’s salary payable in
December; and a ‘14th month salary’, equivalent to
one month’s minimum legal salary, payable either
by 15 March or 15 August depending on the region.
• Furthermore, employers are required to distribute
15% of the company’s pre-tax profits to the
employees (profit sharing).
• Night work is payable at a rate of 25% extra of the
hourly pay.
• Premium of overtime work is payable at a rate of
50% extra of hourly pay.
• Hours worked during Saturdays and Sundays are
payable at a rate of 100% extra of hourly pay.
H R L E G I S L AT I O N
• Employment in Ecuador is primarily governed by
the Ecuadorian Labour Code.
• The Labour Code governs the terms and
conditions of employment such as wages,
hours of work, legal holidays, paid vacations,
bonus, collective bargaining, termination of
employment and severance compensation.
• The Labour Code establishes that all
individuals must receive the same
remuneration for equal type and amount of
work.
• The Eighth Mandate issued by the Ecuadorian
Constituent Assembly prohibited hourly paid work,
as well as labour intermediation and outsourcing
of employees.
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G U AT E M A L A

SOCIAL SECURITY SYSTEM
QUOTA IGSS (Guatemalan Social Security Institute)
• Both employees and employers have to make
contributions to pay the cost of the social security
system.
• A labour quota must be deducted from the
employee salary.This happens in the following way:

4.83 10.67%

• For workers working in the regions of
Sololá, Totonicapán, Suchitepéquez,
Sacatepéquez, Guatemala, Baja
Verapaz, Quiché, Escuintla, Zacapa,
Chiquimula, Jalapa, Huehuetenango,
Quetzaltenango, San Marcos,
Retalhuleu, Chimaltenango, Alta
Verapaz, Izabal, Jutiapa, El Progreso,
El Petén and Santa Rosa:
• Employee: 4.83%.
• Employer: 10.67%
• This percentage includes the
General Accident, Illness and
Maternity, Disability, Old Age and
Survival programs.

12.67%

• The employee only pays 4.83% (IGSS).
The employer pays the following
items based on the employee’s salary:
10.67% for IGSS, 1% for INTECAP, 1%
for IRTRA.
• 1% employer’s rate on all payrolls.

1%
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•
•
•
•

Exploitation of mines and quarries
Manufacturing industries
Building.
Electricity, gas, water and
sanitation
• Commerce
• Transportation, storage and
communications

HIRING/RETRENCHMENT ISSUES
• An employer can terminate the employment
contract without a ‘just cause’ by giving a notice
of dismissal and severance pay to the employee,
which depends on the employee’s tenure of
service. According to article 82 of the labour code,
if the employee has worked more than one year of
continuous service he/she is entitled to one month’s
salary for each year of continuous service or in
proportion to the period worked. Employers must
consider the following:
• The amount cannot be subject to compensation,
sale or assignment, nor can it be embargoed,
except under the terms of article 97.
• The amount must be calculated based on the
average wages earned by the worker during the
last six months of the contract – or the time
worked, if that term has not been adjusted.
• Continuity of work interrupted by sickness,
vacations, licenses, legal clearance or other
similar that, according to this code, suspend and
terminate the employment contract.
Notice
• The Labour Code does not stipulate any reasonable
notice period for an employer to give an employee
before terminating a contract. Article 83, however,
states the employee must give notice without just
cause or according to will. The employer must give
notice in the following way:
• Less than six months continuous service, at
least one week’s notice must be given.
• After six months of continuous service but less
than one year, at least ten days notice must be
given.
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• After one year of continuous service but less
than five years, at least two weeks notice must
be given.
• After five years of continuous service, at least
one month’s notice must be given.
Justified causes of dismissal
“Justified” reasons for terminating an employee’s
contract include:
• When the worker stops attending work without the
employer’s permission or without justifiable cause,
for two full and consecutive business days or for
six half-days on a calendar month.
• When the worker reveals the technical, commercial
or manufacturing secrets of the products.
• When the worker is arrested or imprisoned.
• When the employee commits “serious
misconduct”.
FOREIGN PERSONNEL AND
WORK PERMITS
• Foreigners who legally enter the country need
prior authorisation from the Ministry of Labour
and Social Security to work in a dependency
relationship, providing their services to a private
sector employer.
• All requests for authorisation of the work of
foreigners must be submitted by the prospective
employer, in written form, directly to the Directorate
General of Employment. In any case, the Ministry of
Labour and Social Security may verify the request
and the veracity of the documents.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• Salary payment is made on a unit of time basis
(monthly, bi-weekly, weekly, daily, or hourly), or per
item produced (workpiece) or by the participation
in the profits, sales or charges that the employer
can make, regardless of the risk of gain or loss that
the employee may have.
• According to the Labour Code, wages must be
paid to the worker or authorised person, on a
regular basis and in legal tender, at the workplace
(unless otherwise agreed), during working hours or
immediately after hours of work.
• Employers and employees may establish their
intervals / payment deadline, but this period may
not exceed 15 days for manual workers and one
month for “intellectual” and domestic workers.
Employers should also maintain a wage book to
keep track of payments made to workers.
• The Guatemalan laws also require an annual bonus
called Bonus 14, which consists of an annual
bonus that every employer must pay their worker.

This is equivalent to 100% of monthly salary,
provided the worker has worked a full year. The
payment of Bonus 14 must be made in the first half
of the month of July and must be a full, undivided
payment.
• A second bonus called Aguinaldo – again
equivalent to one month’s salary – must be paid
to all workers employed for a year or more. 50%
shall be paid in the first half of December and the
remaining 50% in the second half of the following
January, although private companies or employers
can choose to pay the whole bonus in December,
with the agreement of their workers.
• According to the Labour Code, normal working
hours are 8 hours per day and 48 hours per week.
Total hours worked (normal + overtime) cannot
exceed 12 hours per day. If an employee works
beyond his or her hours of work, he or she is
entitled to overtime pay of 150% of the normal
hourly rate. Workers may be required to work
on official rest days and public holidays. Hours
worked on the weekly rest day and official holidays
are considered overtime and are paid at a premium
of 150% of the normal working rate hourly wage,
which is the total amount of the ordinary and
extraordinary installments of the last week or
the last 15 or 30 days, depending on whether the
wages are paid per fortnight or per month.
• An employee is entitled to paid leave of 15
consecutive days per year after completing
12 months of continuous work with the same
employer. There is no provision in the law that
requires holiday bonuses to increase with seniority.
The amount employees are entitled to receive for
an annual leave is an average of their ordinary
and extraordinary remuneration in the last three
months (for agricultural workers) or last year (for
other categories of workers). The amount of the
annual vacation payment has to be paid to the
employee before he or she enjoys this permit. The
employer is required to indicate to a worker the
proposed annual vacation schedule within 60 days
of qualifying for annual leave.
H R L E G I S L AT I O N
• Guatemala’s Labour Code allow for several forms
of employment contract, including:
• Indefinite contract
• Indefinite ordinary agreement
• Indefinite contract for young people under 30
• Indefinite contract for long-term unemployed
• Indefinite work contract for workers over 45
• Contract for young people under 14
• Work contract to provide services outside the
worker’s home
• Collective labour agreement
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MEXICO

SOCIAL SECURITY SYSTEM

HIRING/RETRENCHMENT ISSUES

• All employers and employees are required to
be registered with the Mexican Social Security
Institute which provides them with benefits for
job-related and other disabilities, and pension and
death benefits.

• Under the Mexican Federal Labour Law, employees
must enter into an individual employment
agreement with employers.

• Employees make IMSS contributions based on
their salaries, with a minimum of one minimum
wage and a maximum up of 25 times the minimum
wage.
• Employers must contribute 5.15% of the integrated
salary (salary base plus daily benefits proportion)
to an employee retirement fund and 5% of payroll
to a housing fund, which together constitute
an employee pension fund managed by private
financial institutions.
2 up to
3.5%

35%

Local payroll tax
All federal states in Mexico apply a tax
from 2% up to 3.5% on salaries.
Income tax for the employees
The tax rate for the employees is variable
according to their incomes, up to 35%.
Also there is an obligation to certify

all payroll payments and issue a digital payroll tax
receipt, called “Comprobante Fiscal Digital (CFDI) de
nómina” in Mexico, per each payslip issued to the
employees.
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• The employment agreement, which can be
indefinite or for a fixed term, sets the terms
and conditions of employment, and cannot
be modified by the employer without the
employee’s consent.
• Employers may also enter into collective
bargaining agreements with labour unions.
• If an employer wishes to dismiss an employee with
cause, he/she must dismiss the employee within
30 days of the day when the employer became
aware of the cause for dismissal, and give written
notice of dismissal to the employee.
• An employee who has been dismissed without
cause is entitled to severance pay amounting to
three months’ salary, and 20 days’ additional pay
for each year of service, as well as a seniority
premium which is 12 days’ salary for each year of
service.
• Employees are entitled to challenge their dismissal
before the Labour Board. In case of a successful
challenge, a dismissed employee can be
reinstated. If the employer is not willing to reinstate
the employee, he/she must pay severance charges
as described above.
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FOREIGN PERSONNEL AND
WORK PERMITS
• According to the Mexican Federal Labour Law,
90% of a company’s workforce must be Mexican
nationals.
• Temporary employment of foreign technicians
is allowed up to 10% of the total workforce, if the
company can prove that skilled workers are not
available locally.
* The above personnel requirements do not apply to companies
with operations along the US border.

• Expatriate employees must obtain valid work visas
in order to live and work in Mexico.
• Under NAFTA, Mexico allows temporary entry of
North American business visitors; traders and
investors; intra-company transferees; and a few
specific professionals.
• Registration with the National Immigration
Institute for all sponsoring companies in Mexico is
mandatory.

Work Permits

• Foreigners require a temporary permit to live and
work in Mexico. This permit is valid for a period of
no more than four years.
• Foreign nationals from other countries must apply
for a permit in the Mexican Consulate of their
country. This permit should be subject to a job
offer.
PA Y R O L L C Y C L E S A N D O V E R T I M E
• According to the Mexican Federal Labour Law,
employees must be paid in cash on a weekly or
a bi-weekly basis. Employers are allowed to pay
wages using electronic means with employees’
prior consent.

• Mexico has only one economic region, with a
minimum general wage.
• Minimum wages are determined by the National
Minimum Wage Commission, which comprises
of representatives from business, labour, and
government.
• The year-end bonus (aguinaldo) consists of
payment of at least 15 days’ wages. This payment
should be done no later than 20 December of each
year.
• For each year of service, employees are entitled to
six days of paid leave, increasing by two days for
each of the subsequent four years. After that, the
vacation period increases by two days after every
five years of service.
• The vacations premium is a bonus equal to 25% of
the worker´s daily wage for each day of eligible of
vacation.
• Profit Sharing (PTU): According to the Mexican
Constitution and the Federal Labour Law, Mexican
companies are required to share 10% of profits
among employees.
H R L E G I S L AT I O N
• Employment in Mexico is governed by the Mexican
Constitution and the Mexican Federal Labour Law.
• The Federal Labour Law regulates employment
contracts, wages, hours of work, legal holidays and
paid vacations, labour unions, strikes, severance
compensation, and other issues related to
employment.
• The Federal Labour Law applies to all employees
in Mexico, regardless of their nationality or place of
work.
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PA N A M A

SOCIAL SECURITY SYSTEM

HIRING/RETRENCHMENT ISSUES

• Employers and employees must contribute to
the Social Security Fund, which provides old age,
disability, sickness and occupational accident
insurance to employees.

• Employment contracts in Panama can be indefinite
or fixed-term. Employers can also enter into a
contract for specific services with employees.

• Employers contribute 12.25% of an employee’s
salary towards social security, while employees
contribute 9.75% of their salaries.

12.25%

9.75%

Employers

Employee

• Furthermore, employers must also pay 1.5% of an
employee’s salary and employees 1.25% of wages
as educational insurance tax, and 0.56%-5.67%
of employees’ salaries as workers’ compensation
insurance premium, depending on risk associated
with the occupation.

• A written employment contract is not mandatory,
but the burden of proof of the terms of the
employment contract rests with the employer.
• An employee and employer may terminate an
employment contract by mutual consent.
• An employer can dismiss an employee without
cause only if the employee has been working for
less than two years. In such cases, the employee
is entitled to a notice period as well as severance
payment.
• If an employee has been employed for more than
two years, he or she can be dismissed by the
employer only for just cause, and is entitled to
severance payment.
• On termination of employment, employees are
entitled to a severance payment of one week’s
salary for each year of service; 30 days’ holiday
payment for each period of 11 months worked;
and the accrued portion of their 13th month salary,
which is an additional month’s salary paid to
employees every year.
• Mass layoffs by employers are allowed in
certain cases, such as insolvency and reduction
of operations due to unfavourable economic
conditions.
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FOREIGN PERSONNEL AND
WORK PERMITS
• At least 90% of employees in a commercial
establishment in Panama are required to be
Panamanian. In case of technicians, a company is
allowed to have 15% of its workforce as foreigners.
• Furthermore, 90% of total wages disbursed by
an employer must be paid to Panamanians,
foreigners married to Panamanians or
foreigners living in Panama for more than 10
years.

Company of the Panama Pacifico Special Economic
Area:
• Fixed rates for overtime and work on
employees’ free days (25% and 50%
respectively).
• Flexibility to establish the weekly rest day on a
day other than Sunday.
• Permission for permanent staff hired up to
10% of ordinary workers with option to opt for
permanent residence after two years.

• All foreign workers must obtain a valid work permit
and visa to live and work in Panama.

• Temporary resident permit for technical or
administrative personnel that does not exceed
15% of ordinary workers.

Labour incentives for special
investment regimes

• Special recruitment exception applies to
companies located in the Panama Pacific
Zone regardless if they have the minimum 10%
required to hire foreign.

Colon free zone:
• Permit to import without tax household goods
up to $3,000 and a personal vehicle.
• Overtime rates of 25% and 75% for work on
holiday.
• Only 10% of the total payroll can be foreign
employees.
• Work permit for specialised or technical
personnel not exceeding 15% of skilled
workers.
• Permission to work for specialised or technical
personnel that exceeds 15% (contract up to a
maximum of three years).
• Permission to work as a company worker with
fewer than 10 employees.

• Foreign employees may exceed 15% of the total
payroll if the foreign employees are specialists
or technicians required by the company.
• City of knowledge:
• Recruitment of foreign personnel that is
necessary to carry out the work of the
company.
• Free trade zone:
• Rotation of workers in various production lines.
• Fixed rates for overtime and work on
employees’ weekly rest days (25% and 50%,
respectively).
• Multinational enterprises headquarters:
• No payment of social security is required, nor
education insurance for employees with SEM
visa.
• Income tax exemption for SEM employees.
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PA N A M A

Continued...

• Tax exemption for the introduction of home
and vehicle management of permanent staff
with Visa SEM.
• Foreign workers must obtain a work permit from
the Ministry of Labour. The work permit is valid for
one year, but can be renewed annually for up to six
years.
• Foreign employees also need to obtain a visa to
live in Panama. Types of visa include:
• Temporary visitor visa as ordinary personnel:
Issued to foreign workers who have obtained a
work permit as a foreign worker.
• Temporary visitor visa as executive, expert or
technician: Issued to foreign individuals who
have obtained a work permit as an expert.
• Special temporary visitor visa: Issued to foreign
executives who come to Panama to conduct
transactions which become effective abroad,
and whose salary is not paid from Panamanian
sources.
• Marrakech visa: Issued to only one executive
who works in a company with no less than
one and no more than nine Panamanian
employees.

• Multinational headquarters visa: Issued to
foreign personnel of companies operating
under the multinational headquarters law*
whose salary is not paid from Panamanian
sources.
* A law governing the establishment, operation, and licensing of
multinational headquarters in Panama.

• Migratory Incentives for Special Investment
Schemes include:
• Colon Free Zone: Immigration facilities are
granted to foreign investors and executives
as well as to their dependants under the
categories of investor of the Free Zone of
Columbus and Executive in a company of the
Colon Free Zone.
• Company of the Special Economic Area
Panama Pacifico: Special category of visa
as “Investor of the Special Economic Area of
Panama Pacifico”. Visa benefits extend to the
immediate relatives of the worker.
• City of Knowledge: Special visas to foreign
employees and affiliated companies with their
dependants.
• Free Zones: Permit of permanent resident as
an investor.
• Temporary resident’s permit for staff for the term
of the contract.
• Short stay visa as a merchant to do business in
Free Zones.
• Headquarters of Multinational Enterprises:
Visa permanent staff and their dependants
(five years, renewable), option to opt for
permanent residence after five years.
• Temporary visa for short stay technical staff (three
months renewable).
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PA Y R O L L C Y C L E S A N D O V E R T I M E
• Employees must be paid wages at least twice a
month.
• Wages may be fixed by unit of time (month,
fortnight, week, day or hour), task or specific
job performed.
• Employees are also entitled to an additional
month’s salary (referred to as “13th month salary”)
every year, which is paid in three instalments – in
April, August and December.
• The National Minimum Wage Commission
- composed of members from government,
employers and employees - establishes minimum
wages every two years, taking into consideration
the region and economic activity.
• The minimum wage is USD 2.98 per hour for the
financial service industry, and varies between USD
1.77 and USD 2.95 for manufacturing industries.

H R L E G I S L AT I O N
• The Labour Code in Panama governs issues
related to employment, such as restrictions on
working hours, wages, vacations, discrimination
and harassment, dismissals, pensions and
collective bargaining agreements.
• The Code also lays down employers’
obligations related to health and safety of
employees, as well as social security benefits.
• The Code applies to all employees in Panama,
including foreign nationals.
• The Ministry of Labour and Workforce
Development (MITRADEL) develops and
implements employment policies, and ensures
compliance with the labour laws in Panama.
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PA R A G U A Y

SOCIAL SECURITY SYSTEM
• Paraguay has a mandatory social security system
that provides sickness and injury, maternity, work
accidents and professional illness, disability, old
age and death benefits.
• Both the employers and the employees are
required to make monthly contributions towards
social security.

9%

16.5%

Employees are required to contribute 9%
of their salaries towards social security,
which is withheld by the employer.

Employers are required to contribute
16.5% of an employee’s salary towards
social security.

The government also contributes 1.5% of an
employee’s gross salary towards social security.
HIRING/RETRENCHMENT ISSUES
• An employment contract must be in writing. Verbal
contracts are permitted only in certain cases such
as domestic service, temporary work not exceeding
90 days, or work whose value does not exceed the
minimum monthly wage.
• Employment contracts can be of an indefinite or a
fixed duration (in certain cases).
• Employers can also enter into collective bargaining
agreements with employees.
• An employer may require an employee to serve
a probation period of 30 days (for domestic and
unskilled workers) or 60 days (for skilled workers).
Probation periods for highly skilled workers are
determined mutually by the employer and the
employee.
• Both the employer and the employee can terminate
the employment contract at any time by giving
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notice, which varies between 30 days and 90 days
depending on the employee’s tenure of service.
• Employees who have completed 10 years of
service cannot be dismissed without a just cause.
• Employees who have been dismissed without a
just cause are entitled to a severance payment of
15 days’ salary per year and fractional year of six
months or more of service.
FOREIGN PERSONNEL AND
WORK PERMITS
• Foreigners can engage in any commercial
or industrial activities, and can practice any
profession in Paraguay.
• Foreign nationals are required to hold a valid
residence permit to live and work in Paraguay.
• Foreign nationals who intend to enter and stay in
Paraguay for work for short periods of time, more
than the period established for tourists (90 days),
can obtain a ‘Precarious Residency’ permit which
is valid for six months and is renewable once.
• Foreign nationals who intend to stay in Paraguay
for long periods of time must obtain a temporary
residency permit that is valid for a maximum of
two years.
• Foreign nationals can apply for permanent
residency if they can demonstrate “economic
standing” with personal resources, or have secured
employment from another person or enterprise.
• Foreigners are issued a Certificate of Residence
from the Immigration Office, and must obtain a
return entry permit if they require to leave the
country.
• Foreign nationals of certain countries are also
required to hold a valid visa to enter Paraguay.
Citizens of the following countries may be granted
a 90-day visa on arrival: Australia, Canada, USA,
New Zealand, China, etc.
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PA Y R O L L C Y C L E S A N D O V E R T I M E
• Salaries can be paid daily, fortnightly, or monthly
(i.e. based on time units) or for a piecework,
assignment, or jobbing (i.e. based on the work).
• Minimum wages are regulated by the Labour
Administrative Authority on the basis of cost-ofliving studies conducted by the National Economic
Coordination Council.
• The minimum wage as of March 2015 was PYG
1.964.507 per month.
• Overtime is payable at a rate of at least 150% of
the normal pay rate for overtime worked during the
day, and at least 200% of the normal pay rate for
overtime worked during the night.
• Night work is payable at a rate of at least 130% of
the normal daytime pay rate.
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PERU

SOCIAL SECURITY SYSTEM

HIRING/RETRENCHMENT ISSUES

• Peru has a mandatory social security system
for healthcare, which is managed by the Social
Security Administration for Heath Services
(EsSalud).

• An employment contract can be written or verbal.

• Only the employers are required to contribute
towards social security for healthcare and make
monthly contributions of 9% of an employee’s
gross salary.
• Employees are required to contribute towards the
national or private pension systems. Employee
contributions are withheld by the employer.
• The National Pension Fund (ONP) provides
pensions to retired employees who have reached
the age of 65 years, provided they have contributed
to the fund for at least 20 years.
• Employees make monthly contributions of 13% of
their gross salaries towards the fund.
• Private pension fund administrators (AFP) offer
pensions for retirement, handicap and survivorship
pensions and burial expenses.
• Employees are required to contribute 10% of their
gross monthly salary as well as commissions
for the AFP, which vary from 1.47% to 1.69%
depending on the AFP the workers choose, and
1.36% insurance premiums for handicap and burial
coverage, with a maximum of PEN 9,196.44 soles
leading to a total contribution of about 13%.
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• The employment contract must be of indefinite
duration; fixed-term contracts are permitted only in
specific cases.
• Employers can also enter into collective bargaining
agreements with employees.
• Employees are required to serve a trial period
of three months (which can be extended to six
months for skilled employees or those appointed
for management and trust positions), during
which the employment contract can be terminated
without cause and indemnity.
• Employers are required to give at least six days’
notice of termination to employees, unless an
employee is dismissed for a serious offence.
• Employees under indefinite contracts, who
are dismissed without cause, are entitled to
reinstatement or a severance payment of 1.5
months’ salary for each year of service, up to a
maximum of 12 months’ salary. Employees under
fixed-term contracts are entitled to a severance
payment of 1.5 months’ salary for each month left
in the contract term.
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FOREIGN PERSONNEL AND
WORK PERMITS
• Foreign nationals can comprise a maximum of 20%
of an employer’s workforce, and can account for a
maximum of 30% of the total remuneration paid by
an employer.
• Exemption from this limit may be available in
case of highly skilled technical and professional
personnel, or management personnel in case of a
new business activity or company restructuring.
• Foreign employees are required to obtain a valid
work visa to work in Peru, and must sign a labour
agreement with an employer in Peru.
• The employment contracts with foreigners are for a
maximum term of three years and can be renewed.
• Foreign nationals must hold a valid work visa to
live and work in Peru. Key types of visas include:
• Business Visa: Issued to foreign employees
who wish to enter Peru for short-term
business visits to undertake activities such as
negotiations and signing of contracts.
• Work Visa: Issued to foreign nationals who
wish to work in Peru on an employment
contract approved by the Ministry of Labour.
• Designated Work Visa: Issued to foreign
nationals who wish to carry out specific work
requiring specialised knowledge in Peru for a
pre-defined duration.
• Work Visa for Service Providers: Issued to
foreign nationals, who make investments or
carry out their profession independently.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• Salaries are generally paid monthly.
• The minimum wage in Peru is PEN 850 per month
effective from May 2016.
• Overtime, including work on statutory holidays, is
payable at a rate of at least 125% of the normal pay
rate for the first two hours, and at least 135% of the
normal pay rate for the subsequent hours.
• Night work is payable at a rate of at least 135% of
the normal pay rate.
• Employees are entitled to a share in the profits of
a company when the company has more than 20
employees.
• Employees receive two additional month’s salary
as a legal bonus payment, one in July and one in
December.
• All employees are entitled to 30 calendar days per
year of vacation.
• One additional salary per year is paid as Working
Compensation (CTS) - 50% in May for the period
worked from November to April and 50% in
November for the period worked from May to
October.
H R L E G I S L AT I O N
• Employment in Peru is governed by multiple laws
and regulations. However, Peru is expected to
formulate a single labour law in the near future.
• The Labour Productivity and Competitiveness
Statute of 1997 regulates the main aspects of the
employment relationship, including terms and
conditions of employment, employee benefits, and
termination of employment.
• Peruvian labour regulations apply to all employees
in Peru regardless of their nationality.
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U R U G U AY

SOCIAL SECURITY SYSTEM
All employees, except foreign employees in Free Zones, must be affiliated with Uruguay’s social security system,
which provides pension, unemployment, sickness and maternity benefits.
Both the employers and the employees are required to make monthly contributions towards social security.
Employee contributions are withheld by the employer.
The retirement contribution is not compulsory for remunerations exceeding approximately USD 4.895.
Social security

Employer contribution (% of salary)

Employee contribution (% of salary)

7.5%

15%

5%

3%, 4,5%, 6%, 8% (Depending on the amount
of wages, and whether the worker has children and spouse)

0.125%

0.125%

12.625%

18.125% - 23.125%

Retirement
Health insurance
Labour restructuring
fund
Total

HIRING/RETRENCHMENT ISSUES
• Salaries are negotiated by Salary Boards
according to branch of economic activity. This
obligatory collective bargaining process involves
the participation of the Ministry of Labour, along
with labour and management organisations.
The agreements reached by the Boards are then
extended to all other companies included in the
respective area of activity. The agreements set
minimum wages by job category, percentages of
increases, and other working conditions. Other
working conditions can be negotiated at Salary
Boards, if all parties consent to it.
• While most employment contracts are of an
indefinite duration, fixed-term contracts are
permitted in certain cases.
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• Employers can also enter into collective
agreements with employees.
• An employer may require an employee to serve
a probation period not exceeding three months.
Either party can terminate the employment
contract without notice during the probation
period.
• Employees are entitled to a severance payment
of one month’s salary per year (or fraction of a
year) of service, generally up to a maximum of six
months’ salary.
• Severance payment is not required if an employee
is terminated for reasons of misconduct.
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FOREIGN PERSONNEL AND
WORK PERMITS
• Free Zones Companies: At least 75% of the
employees of the companies established in
Free Zones must be Uruguayan citizens for the
companies to receive tax benefits.
• Foreigners are required to obtain temporary or
permanent residence to be able to live and work
in Uruguay. A working contract with a Uruguayan
company is required to obtain legal (temporary or
permanent) residence. In practice, applicants are
allowed to work while the resident visa is being
processed.

PA Y R O L L C Y C L E S A N D O V E R T I M E
• In 2017, the monthly minimum wage rate was
approximately USD 430.
• Employees are also entitled to an annual bonus
of one month’s salary payable in two instalments
(June and December).
• Since 1 July 2017, an additional payment of at
least 20% for night work must be paid.
H R L E G I S L AT I O N

• A collective agreement entered into with an
employer applies to all the employees, even those
who are not members of the union.
• Collective agreements govern wages, working
conditions, fringe benefits and provisions for salary
increments.
• There is no obligation to register an employment
contract with the Ministry of Labour.
• Workers’ right to strike is protected by law,
and workers are likewise protected against
dismissal for union activities. In particular, the
law establishes nullity of dismissal due to union
reasons.
• Termination of employment: If the worker’s
employment is terminated by the company’s
decision without cause, the worker has the right
to receive compensation equal to one month’s
salary for each year (or fraction thereof) of service,
up to a maximum of six months’ remuneration.
This amount increases significantly in the case
of dismissal during pregnancy or illness or
occupational accident. The statute of limitations
for labour claims is one year following termination
of employment, with five years retroactivity.
• On 22 June 2015 the Decree of Law 191/015
enabled the use of the electronic payslip – but the
use of electronic payslips is not mandatory.

• There is no specific labour law governing
employment in Uruguay. Employment is regulated
by constitutional rules, provisions passed through
decrees of the Executive Power and conventional
rules.
• Labour relations are also governed by collective
agreements entered into by employers and
employee unions.
• Collective agreements are common in the
industrial sector.
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HOW TMF GROUP
CAN HELP
With our own specialists based in-country in
more than 80 jurisdictions around the world,
TMF Group recognises that every business
and every market is different. We work with
companies to adapt our services to give them
what they need, when and where they need it.
We have more than 2,000 specialists in more
than 20 countries in the Americas, and they
understand the nuances of your local market,
local currency and local dialect.

Localising the global world
tmf-group.com
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Contact us today for more information
about our HR and payroll services:
contact@tmf-group.com
www.tmf-group.com

Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any warranties or representations, whether express
or implied, in this respect. The information is subject to change without notice. The information contained in this publication is subject to changes in (tax) laws in different
jurisdictions worldwide.
None of the information contained in this publication constitutes an offer or solicitation for business, a recommendation with respect to our services, a recommendation
to engage in any transaction or to engage us as a legal, tax, financial, investment or accounting advisor. No action should be taken on the basis of this information without
first seeking independent professional advice. We shall not be liable for any loss or damage whatsoever arising as a result of your use of or reliance on the information
contained herein.
This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part of TMF Group, consisting
of a number of companies worldwide. Any group company is not a registered agent of another group company. A full list of the names, addresses and details of the
regulatory status of the companies are available on our website: www.tmf-group.com
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