Labor Law and Employment

Introduction

There is a Labor Law which applies to office employees as well as to laborers.

Employment contracts are valid only to the extent that they do not violate the minimum rights and benefits of the laborer/employee under the Labor Law.

Employing children of less than 15 full years of age is barred. Employment of teenagers between 15 and 18 years of age is subject to special medical examination by the Social Securities Organisation.

Labor relations related claims are heard, in the first instance, by Labor Dispute Determination Committees. Appeal against decisions of said Committees is available to Labor Dispute Settlement Committees. 

Term and Termination

Employment contracts are of three types:

(a) fixed term contracts;

(b) contracts for performance of a specific work; and

(c) contracts for an indefinite period (permanent employment).

Fixed term contracts terminate automatically at the end of the specified term. 

The employment contract is also terminated in cases of death or disability of the employee or in case the company/office employing the employee is closed down/dissolved.

Contracts for performance of a specific job are automatically terminated after that job is completed.

The indefinite term or permanent employment contracts cannot, in practice, be unilaterally terminated by the employer, except in case of disciplinary violation by the employee and provided that appropriate notice of the violation is given to the employee and the employee fails to correct/rectify the violation.

The employee can terminate the employment contract with one month's notice but may withdraw the termination notice at the latest 15 days before the termination effective date.

In all cases of termination the employee is entitled to severance pay of a minimum of one month’s wages/salary for each year of employment.

Salary 

The salary of an employee (whether an office employee or a laborer) cannot be less than the minimum wages announced annually by the Ministry of Labor. A mandatory annual increase, also announced by the Ministry of Labor, is also applied to all salaries.

The employee is also entitled to certain benefits, such as housing benefit and child benefit, the rate or amount of which is determined and announced by the Ministry of Labor. 

Working Hours and Overtime

Working hours is 8 hours per day not to exceed 44 hours per week. Subject to the agreement of the employee, it is possible to have longer than 8-hour days for certain days of the week and shorter than 8-hour days on certain other days of the week provided that the total working hours per week do not exceed 44.

Fewer working hours and other conditions apply to works of hardship, underground or hazardous works.

Overtime is limited to 4 hours per day, except in special circumstances. In all circumstances overtime work is subject to the agreement of the employee and payment of an overtime pay at the rate of 40% (hourly wages plus 40%).

If for performance of work delegated to him the employee is required to travel more than 50 kilometres from his normal place of work or stay overnight in a location other than his normal place of residence, in addition to his normal daily wages/salary, he is entitled to an assignment bonus of at least equal to one day of his salary/wages.

Women receive the same salary as men performing the same work. However, certain conditions apply to working women, such as a maternity leave of 3 months. Moreover, women should not be assigned to hazardous work or works with special hardship.

Annual Leave and other Holidays

Friday is the weekend. All workers, whether office employees or laborers, are entitled to a one-day weekend holiday. It is common practice, for office workers, to have a half working day on Thursdays. Many offices close on Thursdays also for the weekend.

The employee is entitled to 26 working days (30 days minus 4 days for the weekend) of annual paid leave. Only 9 days of unused leave can be carried forward to the next year.

The Labor Law does not specify the number of days for paid medical leave.

All employees are entitled to 3 days of paid leave in cases of (i) permanent marriage; or (ii) death of spouse, parent(s) or children.

Employment of Expatriates

Employing expatriates is permitted in the following circumstances:

(a) there are no Iranians of the same qualification free to be engaged in Iran;

(b) the expatriate employee has the necessary expertise and qualifications for being engaged in the relevant works; and

(c) the expertise and qualifications of the expatriate employee could be used for training Iranian nationals.

In practice, in cases where a foreign company signs a contract in Iran, it will be entitled to bring an agreed number of expatriate employees to Iran. The number of such expatriate workers is normally agreed by way of an organisational chart approved by the Foreign Labor Department.

Work and residence permits should be obtained for all expatriate employees before they can be engaged to work in Iran. The company applying for the work visa as well as work and residence permits of such employees will also be responsible for paying their taxes, social securities charges and the applicable foreign labor charge. 

The organisational chart referred to above is normally approved for the term of the contract. If the term of the contract is extended, application should be made in time for extension of the approval of the organisational chart.
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