TEN

INDO-ESTONIA
BUSINESS COUNCIL

BRIDGING ECONOMIES « BUILDING FUTURES

Expanding Business into Europe Through
Estonia

A PRACTICAL GUIDE FOR INDIAN MSMES AND EXPORT-ORIENTED BUSINESSES

For Indian businesses seeking access to European markets, Estonia offers a
streamlined and cost-effective entry point into the European Union (EU). With a
highly digital business environment, transparent regulatory framework and
access to all 27 EU member states, Estonia can serve as an attractive base for
companies looking to expand their international footprint.

1. PATHWAYS TO ENTER THE EUROPEAN MARKET

Option 1: Direct Export from India

Under this model, products are manufactured in India and exported directly to
customers in Estonia and within the European Union.

Simple and cost-effective structure
No requirement to establish a physical EU-based entity
Exports are generally zero-rated under India's GST framework

Some European buyers prefer dealing with suppliers that maintain a local EU
presence.

Option 2: Representative Office or Local Partner

An Estonian representative office, distributor or local partner can support marketing,
business development, customer engagement and after-sales services while
manufacturing remains in India.

Strengthens credibility with European customers

Facilitates participation in trade fairs, networking events and procurement
opportunities

Provides local market insight and customer support

INDO-ESTONIA BUSINESS COUNCIL Page 10of 5




Il

INDO-ESTONIA
BUSINESS COUNCIL

BRIDGING ECONOMIES « BUILDING FUTURES

Option 3: Establishing an Estonian Company (OU)

Businesses may establish an Estonian private limited company (Osaiihing or OU) to
purchase products from India and distribute them across Europe.

Possible structures include:

An independent company managed through Estonia's e-Residency programme
A subsidiary of an Indian parent company
A branch office of an Indian company

Recognised EU business presence

Improved customer confidence

Potentially tax-efficient growth structure

Easier access to European banking and commercial services

Option 4: European Warehousing and Distribution Hub

Products may be shipped in bulk from India to a warehouse in Estonia and
subsequently distributed throughout the European Union.

Faster delivery times to customers

Improved inventory management

Reduced per-unit logistics costs

Enhanced customer service and order fulfilment
Scalability for future growth
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2. TAX AND COMPLIANCE CONSIDERATIONS

In India

Businesses exporting to the European Union should ensure compliance with:

GST registration requirements

Import Export Code (IEC) regulations

Export documentation and customs procedures

Applicable Indian tax and corporate compliance obligations

In Estonia and the European Union

Corporate Taxation. Estonia operates a distinctive corporate tax system under which
retained and reinvested profits are generally not subject to immediate corporate
income taxation. Taxation is typically triggered when profits are distributed. This
framework may support business growth by allowing companies to reinvest earnings
into inventory, marketing and sales activities, technology and infrastructure,
warehousing and logistics, and business expansion initiatives.

Value Added Tax (VAT). Businesses conducting taxable activities within Estonia or
the European Union may be required to register for VAT, depending on the nature and
scale of their operations. Registered businesses are responsible for collecting,
reporting and remitting VAT in accordance with applicable regulations.

Customs Duties and Import Procedures. Goods entering the European Union must
comply with EU customs regulations and applicable import procedures. Once
products have cleared customs and all applicable duties and taxes have been settled,
they can generally move freely within the EU Single Market, facilitating distribution
across member states without additional customs checks at internal borders.
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3. KEY BENEFITS FOR INDIAN MSMES

1. Efficient Reinvestment of Profits. Estonia's corporate tax framework can support
business growth by enabling profits to be reinvested into operations before taxation
applies to distributed earnings. Potential areas for reinvestment include inventory
expansion, warehousing and logistics, marketing and business development, product
development and market expansion initiatives.

2. Double Taxation Relief. India and Estonia maintain a Double Taxation Avoidance
Agreement (DTAA), which helps reduce the risk of the same income being taxed in
both jurisdictions, subject to applicable provisions and eligibility requirements.

3. Access to the European Single Market. Following completion of customs
formalities, businesses may access customers across the European Union through a
harmonised regulatory framework and integrated market structure. This can simplify
distribution and commercial operations across major European economies, including
Germany, France, Italy, Spain and other EU member states.

4. OPERATIONAL CONSIDERATIONS

Businesses considering an Estonian entity or European warehousing strategy should
evaluate:

VAT registration requirements and ongoing compliance obligations

Product-specific customs duties based on Harmonised System (HS) classification
codes

Accounting, reporting and corporate governance requirements
Logistics and supply chain considerations
Sector-specific regulations and product certification requirements
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COMPARISON: TRADITIONAL EU SETUP VS ESTONIA

FEATURE TRADITIONAL EU SETUP ESTONIA
Corporate administration Often more complex Highly digital and
streamlined
Business setup process Varies by jurisdiction Fast and largely digital
Management requirements May require local Flexible structure options
arrangements
Administrative burden Generally higher Generally lower
Access to EU market Yes Yes
CONCLUSION

Estonia represents a practical option for Indian MSMEs and export-oriented
businesses seeking to establish a presence within the European Union. Its digital-first
business environment, transparent regulatory framework and access to the EU Single
Market can help companies expand internationally while maintaining operational
efficiency.

For businesses evaluating European expansion strategies, Estonia offers a flexible
platform from which to develop customer relationships, manage regional operations
and support long-term growth across European markets.

Indo-Estonia Business Council (IEBC) is registered as a Non-profit association at Estonia
&= (Furopean Union)
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