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This publication discusses the organizational
and economic principles of acquiring the status
of e-resident of Estonia by domestic business
entities. It is established that the mechanism of
e-residence is formed on the basis of ideologies
of virtual states. The experience of Estonia in
implementing the functions of a virtual state on
the basis of electronic administrative resources
is considered. The peculiarities of acquiring the
status of e-residents of Estonia by the Ukrainian
business entities, its advantages and potential
opportunities are revealed. It is established that
the acquisition of e-resident status does not
change a person’s citizenship. The sequence of
the process of company registration in Estonia
through the status of e-resident, its stages and
their characteristics are described. Motivational
preconditions for opening companies in
Estonia on the basis of e-resident status have
been determined. Practical recommendations
for actions to implement business ideas by
the Ukrainian entrepreneurs with the help of
e-resident status in the context of globalization
have been formed.
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B amoli ny6nukayuu paccMompeHbl opea-
HU3aYUOHHO-3KOHOMUYECKUE ~ OCHOBbI  MO/TY-

YeHuUss cmamyca e-pesudeHma  3CcmoHUU
omeyecmBeHHbIMU  Cybbekmamu  npednpuHu-
Mamesibcmsa. YCmaHOB/IEHO, Ym0 MexaHu3M
1eKmpoHHOUl pe3udeHcmBa CqhopMUpOBaH Ha
0CHoBe udeo/ioauli BUPMYasibHbIX 20Cy0apcms.
PaccMompeH orbim 3CmOHUU 110 BHEOPEHUIO
qbyHKYul BUPMYasIbHO20 20cydapcmsa Ha base
IEKMPOHHBIX  @OMUHPECYpPCoB.  Packpbimbi
ocobeHHocmu  rpuobpemeHusi  cmamyca
e-pe3udeHma 3cmoHuUU cybbekmamu rnpeonpu-
Humamesibcmaa YKpauHsl, e2o rpeumyujecmsa
U romeHyuasbHble BO3MOXHOCMU. YcmaHos-
JIEHO, YMO MoJTydeHuUe cmamyca e-pesudeHma
He MeHsiem 2paxodaHcmso suya. OnucaHa
rocniedoBame/ibHOCML  fpoyecca  peaucmpa-
yuu KomnaHuu 8 3CMOHUU Ha OCHOBaHUU cma-
myca e-pe3udeHma, e20 amarbl U ocywecm-
B/IEHO UX Xapakmepucmuky. OrpeoesieHbl
MOMUBaYUOHHbIE NPEeNoChI/IKU 07151 OMKPbIMUSI
KOMaHuli 8 3CMOHUU Ha OCHOBaHUU cmamyca
e-pe3udeHma. ChopmMuposaHb! npakmu4yeckue
pekomMeHOayuu K OelicmsusiM 10 peasusayuu
6usHec-udeli npednpuHUMamensmMu YkpauHsl ¢
MOMOWbI0 cmamyca e-pe3udeHma 8 yC/108UsIX
2r106a1u3ayuu.

KnioueBble cnoBa: e-pes3udeHm, e-pesu-
deHCmBo, 3/IeKMpOHHas ycryea “e-Residency”,
2paxdaHcmBo, BUpMya/lbHoe  20Cydapcmaso,
KOMIaHusi, npednpuHuUMameris.

Y yidi ny6nikayii posansHymo opaaHisayiliHo-eKOHOMI4HI 3acadu Habymmsi cmamycy e-pe3udeHma ECmoHii BImYusHsHUMU Cy6'ekmamu rionpueMHU-
ymsa. BcmaHo8/eHo, Wo MexaHi3m e-pe3udeHcmsa He € HOBUHKOK ma cghopmosaHuli Ha 0CHOBI ideosioeili sipmyasibHUX depas. ECMOHIst € ghakmuyHO
€0UHOI0 0epasoro 8 CBIMI, sika Hadae sipmya/ibHe (e/leKmMpPOHHE) Pe3udeHCMBO ma Ha 3aKOHO00asHoMy PisHI BU3Ha4uU/1a cmamyc e-pe3udeHmis. Po3-
2/155Hymo 0ocsi0 EcmoHii wodo s8rposadxeHHs (hyHKUIU sipmyasibHOI depasu Ha 6a3i e/1eKmpOHHUX adMiHpecypcis. Po3kpumo 0cobausocmi Habymmsi
cmamycy e-pesudeHma Ecmowii, tio2o nepesa2u ma nomeHyjiliHi MoX/1usocmi. BcmaHosneHo, wo Habymmsi cmamycy e-pe3udeHma He 3MIHIoE 2po-
MadsHemBo 0cobu. [MpoaHanizo8aHo iHGhopMayito e1eKmpoHHo20 ogbicy e-Residency ma BUSIBNIEHO, WO BIMYUSHSHUMU Cy6'eKmamu rmionpueMHUYymMsa
6ys10 8idKpumo 6Ginbwe 700 KomnaHili 8 EcmoHii, a cmamyc e-pe3udeHma ompumasiu moHao 3400 ocib. Ha ocHosi pelimuHey TO[l-15 e-Residency
BCMAHOB/EHO, WO 10 KifTbKoCmi KOMaHil, 3apeecmposaHUX e/leKmpPOHHUMU pe3udeHmamu YkpaiHa nocidae 1 micye y pelimuHay, a o Kislbkocmi oci6,
3apeecmposaHux e/leKmpoHHUMU pe3udeHmamu — 3 micye. BusigneHo, wjo Halibinbw romysispHoo npogpama e-Residency e ceped oHnaliH-nionpu-
emyis, didxxumas Homaois (LughpoBuX KOYIBHUKIB), IT-ghpinaHcepis, SIKUM BaX/IUBO npaytosamu 3 KiaieHmamu o 8CbOMy C8imy ma Mamu MOX/IUBICIMb
opaaHi3auii ma KOHmMPOsIo OkpPeMUX bi3Hec-npoyecis 8 ducmaHyitiHoMy pexumi. OnucaHo MocaidoBHICMb MPoYecy peecmpayii KomnaHii 8 EcmoHii yepes
cmamyc e-pe3udeHma, Uo2o emariu ma 30iUCHEeHO iX xapakmepucmuky. BusHa4eHo MomusauyitiHi nepedymosu Wo0o s8iokpumms KoMmaHiti 8 ECoHii
Ha 6asi cmamycy e-pe3udeHma, 00 SIKUX BIOHOCSIMb: onmumiayito 6isHec-npoyecis, 6e3nepelkooHe npuliMaHHs KOWMIB 3 KaPMOK YCix kpaiH csimy,
MOX/IUBICMb Mopaysamu | 06¢/1y208y8amu K/ieHmMIB 6€3 KopOoHIB, HaBymmsi NO3UMUBHOI perymauii, sik 6i3Hecy, wo rpayroe y €sponelickkomy Coro3i,
KopriopamusHa ma chiHaHcosa 6e3rneka i m.0. CghopMoBaHo rpakmuyHi pekomeHoauil 9o diti wjodo peanisayii 6isHec-idell midnpuemysmMu YkpaiHu 3a
doromoeor cmamycy e-pesudeHma 8 ymosax 2iobasizayji. BusisneHo, nepesazu sipmyasisayii 0epxasu ma i noc/ye, Wo no/isi2aloms Y 3MEHWEHH i
3a/1e)HocmI 8i0 mepumopii ma MamepiasibHUX 61a2, 36ibLWeHHi Mox/1uBocmell HaPOWEeHHs iHBecmuyiti, 4acosili epeoHOMIYHOCMI.

KntouoBi cnoBa: e-pe3udeHm, e-pe3udeHcmso, e/IeKmpOoHHa nocsiyea “e-Residency”, 2pomadsiHemso, sipmyasibHa Oep)xasa, KoMnaHisi, NionpuemMeysb.

Formulation of the problem. The rapid penetra-
tion of information technology in all spheres of life pro-
duces the idea of creating virtual states that provide
their citizens with virtual (electronic) citizenship. The
experience of declaring these ideas was reflected in
the self-proclaimed unrecognized Principality of Seal-
and [1] or Virtland [2].

On August 14, 2008, Virtland was founded on a
public initiative as the world’s first country to be local-
ized on the Internet. Its emergence was a kind of
experiment in creating a state without a geographical
territory and the idea of digitizing the status of a citi-
zen with the acquisition of economic rights.

On June 25, 2020, the Cabinet of Ministers of
Ukraine adopted a resolution “On the Implementation
of a Pilot Project for the Introduction and Implementa-
tion of E-Residency in Ukraine” [3], which marked the
beginning of the digital era of Ukraine’s transformation
into e-Ukraine. E-residency is a project of the Minis-
try of Digital Transformation of Ukraine, which aims
to increase the level of investment attractiveness of
the state for foreigners by acquiring a special status
of a foreign citizen in Ukraine (including the ability to
remotely establish and conduct business in Ukraine).
This experiment became the basis for the develop-
ment of the draft Law of Ukraine “On Amendments to
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the Tax Code of Ukraine and Some Other Legislative
Acts of Ukraine on Doing Business by E-Residents in
Ukraine” dated October 20, 2020 [4], which is currently
on completion and has not entered into force yet.

The introduction of the e-residency mechanism is
not new and is a borrowed experience of Estonia for
Ukraine. At present, this country is almost the only
one in the world that provides virtual (electronic) citi-
zenship and has defined the status of e-residents at
the legislative level. Since 2014, among the e-resi-
dents of Estonia there are a number of Ukrainian
businesses that operate using the benefits of this
project without changing the nationality of Ukraine [5].

This fact determines the relevance of the study
presented in this article on the disclosure of organiza-
tional and economic principles of acquiring the status
of e-resident of Estonia by domestic entities, substan-
tiation of motivational prerequisites and development
of practical recommendations for action to implement
their business ideas.

Analysis of recent research and publications.
D. Bell studied an important role in the formation of
theoretical concepts of the study of virtualization of the
state on the characteristics of post-industrial society,
which revolutionized the organization and process-
ing of information and knowledge, on the formation
of “homo virtualis” as a new type of social individual,
J.P. Barlow analyzed the concept of cyberspace;
T. Kasimov studied the development of approaches
to understanding the essence of cyberspace.

The problem of studying the key concepts of the
digital economy and the development of the theory of
its virtualization has been carried out mainly in the sci-
entific works of foreign researchers such as W. Isaa-
cson, S. Brand, J. Wales, E. Williams, B. Gates,
B. Elbrecht, D. Engelbart, J. Licklider, J. Von Neu-
mann, E. Peters, S. Huntington. the involvement of
the following Ukrainian economists in these stud-
ies is also valuable: V. Heiets, Yu. Zaitsev, S. Kubiv,
O. Moskalenko, T. Yefimenko, H. Chmeruk.

At the same time, significant research in the field
of digitalization of the economy and the existence of
theoretical concepts of the virtual state with citizens
with the status of “homo virtualis” require qualitatively
new research to study the organizational and eco-
nomic foundations of e-resident status, in particular
based on domestic experience of acquisition of e-res-
ident status in Estonia.

Setting objectives. The purpose of the article is
to justify the motivational components and form orga-
nization and economic prerequisites to obtain e-resi-
dency of Estonia by the business entities of Ukraine.

Presentation of the main research material.
“E-Estonia” is a term often used to describe Estonia
as one of the most advanced countries in the world
that uses e-government, which involves the use of
secure data exchange systems and the introduction
of electronic identification — elD through the introduc-
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tion of such electronic services: “e-Banking” (1996),
“e-Tax Board” (2000), “e-Cabinet” (2000), “m-Park-
ing” (2000), “e-Geoportal” (2001), “e-School” (2003),
“e-Ticket” (2004), “e-Police” (2005), “e-Notary” (2006),
“e-Business” (2007), “e-Health” (2008), “e—Prescrip-
tion” (2010), “e-Residency” (2014) [6].

In Estonia, the implementation of the services
described above has been carried out through the
X-Road system, which functions as an exchange of
data between citizens, persons residing in Estonia,
government agencies and private companies. All par-
ties provide the information needed to provide individ-
uals with services that they can use with an electronic
passport (sell a car, review medical history, fill out a
tax return). We also state the fact that in Estonia digi-
tal signatures and authentication are legally equiva-
lent to a handwritten signature; elD guarantees a high
level of data security and integrity. Currently, elD is
actively used by more than 60% of Estonians without
any security incidents since its introduction in 2002.

In 2014, the Estonian government introduced
e-Residency. It is a transnational digital identity that can
be provided to citizens of other countries who are inter-
ested in running an online business, regardless of loca-
tion. This digital identity gives anyone access to online
services operating in Estonia, as well as the opportunity
to enter into transactions with digital signatures quickly
and conveniently in the private sector. The Government
of Estonia, as the provider of electronic administrative
services, ensures the identification, authentication and
verification of the electronic resident and his or her sig-
nature on the documents. The basic concept of e-res-
idency is to give anyone in the world the opportunity
to apply for a secure digital residency in Estonia, prac-
tically without living in its territory. In addition, citizens
of non-EU countries can also set up and manage their
business in the EU using an Estonian electronic card to
set up their company in Estonia [6].

Estonia offers new services to individuals, regard-
less of their nationality, through the acquisition of
e-resident status, thus trying to increase foreign
investment. The government has been developing
an online infrastructure since the early 1990s. After
the collapse of the Soviet Union, Estonia did not
have enough resources to organize public services
at the Western European level; the local government
has decided to use the potential of digital technology
to reduce costs. The bureaucratic mechanism was
immediately developed regard to the future — with-
out papers and seals; for example, income tax is now
paid by Estonian citizens online in just 5 minutes, and
registration of a new company takes only 20 minutes.
Issuance and maintenance of digital medical cards,
issuance of electronic prescriptions — the practice
is already established. The success of children in
school is recorded by teachers in the system “e-kool”
(electronic school). Estonian officials use a special
electronic cabinet (e-cabinet), which allows them to



m CBITOBE rOCNOAAPCTBO | MDKHAPOAHI EKOHOMIYHI BIAHOCUHN

make all government decisions in undocumented
form; the country has technological solutions for the
police (e-police) and the border service (e-border),
which provides additional security to the state.

Today, Estonians can use four thousand differ-
ent services from buying a fishing license to paying
for public transport. Services provide “contextual
services” — users are offered certain opportunities
depending on their personal situation. A large amount
of data helps to analyze the context and offer ser-
vices for each user individually — such online govern-
ment services do not exist in any other country in the
world. However, the public service system, bank web-
sites and the media — as the experience of Estonia
shows — are periodically subjected to powerful cyber
attacks, so the Internet security is one of the main
topics on the state agenda.

Initiated virtual (electronic) citizenship of the Esto-
nian format is granted to businessmen (including
potential ones) who want to do business in the country,
but do not want to change their place of residence and
obtain Estonian citizenship (in its traditional sense).
According to the Estonian government, the number
of “electronic Estonians” will exceed 10 million people
by 2025. Of all e-services for foreigners, only some of
them have been identified (in particular, they will not
have the right to reside in Estonia, obtain a Schengen
visa, and vote). Virtual citizenship is granted to those
who are interested in using digital services, obtaining
an electronic signature for conducting remote busi-
ness. A resident in the traditional sense has a stable
political and legal relationship with the state of his or
her citizenship, while an e-resident is a citizen of any
state who does not have in the cyberstate, of which

he or she is e-resident, traditional rights and respon-
sibilities, but only some of them.

With regard to immigration law, e-Residency does
not change the actual residence, citizenship or right
of entry into Estonia or the countries of the European
Union. This is not a visa or residence permit. How-
ever, in early 2017, certain changes were made to
Estonian immigration legislation to facilitate the e-res-
idency program. The purpose of the amendments is
to facilitate and simplify temporary stay, residence in
Estonia. These amendments change the immigration
rules for startups and investors coming to Estonia.
e-Residency allows citizens of any country to do busi-
ness through Estonia. The registration of the com-
pany takes 20 minutes, it can be managed 24/7 at
least from a smartphone, and as a bonus — easier
access to the EU and US markets [6].

Most Ukrainians are in the program. More than
700 companies were opened in Estonia by domes-
tic businesses, and more than 3,400 people received
e-resident status [7]. In particular, according to the
number of companies registered by e-residents,
Ukraine ranks 1st in the ranking of the TOP-15 coun-
tries according to the e-Residency e-office and 3rd
place — according to the number of people registered
as e-residents (Table 1).

The most popular e-Residency program is among
digital nomads, online entrepreneurs who find it
important to work with clients around the world while
on the go and not worry that certain business pro-
cesses will not be implemented remotely.

Speaking about who will benefit from this service,
experts emphasize that e-residency is a very good
field for freelancers who need a simplified taxation

Table 1

Ranking of the TOP-15 countries by the number of companies registered by electronic residents
and by the number of persons registered by electronic residents of Estonia

Ranking of the TOP-15 countries by the nhumber Ranking of the TOP-15 countries by the number
of companies registered by electronic residents of persons registered as electronic residents
Rating | Country | i T dont atatus | NG | Country | gt it status

1 Ukraine 729 1 Finland 4853

2 Germany 634 2 Russia 3700

3 Russia 604 3 Ukraine 3431

4 Turkey 443 4 Germany 3178

5 France 428 5 USA 2833

6 Finland 426 6 UK 2795

7 Italy 367 7 Japan 2704

8 India 361 8 India 2511

9 UK 351 9 China 2494

10 Spain 305 10 Italy 2281

11 USA 242 11 France 2279

12 Japan 212 12 Turkey 1897

13 Latvia 197 13 Latvia 1505

14 Poland 186 14 South Korea 1467

15 Netherlands 179 15 Spain 1302

Source: author-based [7; 8]
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Become Choose Register Apply for Participate in
an e-resident service company in business our
provider Estonia banking community

Figure 1. The process of registering a company in Estonia through e-resident status

Source: author-based [9]
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Figure 2. Screenshot of the application form of the electronic service “e-Residency”

Source: author-based [8]

system and who will provide their services around the
world through Ukraine [7].

The process of registering an e-resident company in
Estoniais very simple and consists of 5 steps (Figure 1):
to become an e-resident (approximately 6 weeks);
choose a local service provider (approximately 1 day);
register a company in Estonia (approximately 1 week);
apply for banking account (approximately 1 week); par-
ticipate in Estonian commercial activities.

In the first stage, in order to become an e-resident
(about 6 weeks), you need to fill out an application form
at https://e-resident.gov.ee/become-an-e-resident/. If
the person has not previously participated in this proj-
ect, the “first e-residence application” is selected (Fig-
ure 2). Also, here the person can update the expired
document, or if the data of the person who already has
the status of the e-resident have changed.

In the future, blocks with personal data and contact
information are filled out. Also, a citizen of Ukraine
must enter the address of registration in Ukraine and
a place from the list where he or she plans to receive
an e-resident card. For Ukrainians, this is the Esto-
nian embassy in Kyiv, although it is possible to get a
card not in Ukraine. Then it is necessary to upload a
passport photo and your own photo. The next infor-
mation block of the application is to provide additional
information, if any. This is a link to profiles on social
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networks, information about companies owned by the
business entity in Ukraine and abroad. Then indicate
the reason why they want to become an e-resident
from the list, and then briefly specify this in the field of
the main motives [8; 9].

After acquiring the status of an e-resident, the per-
son is issued an ID-card (Figure 3) with a special chip
and USB, which opens a whole list of opportunities,
in particular you can register a company online in one
day, pay taxes online, sign documents and conduct
banking operations — all remotely.

ARIIK DIGITAALNE ISIKUTUNNISTY

NULT ELEKTROONILISEKS KASUTAMISEKS
LECTRONIC USE ONLY

Figure 3. Estonian e-resident card

Source: author-based [8]



m CBITOBE rOCNOAAPCTBO | MDKHAPOAHI EKOHOMIYHI BIAHOCUHN

(CarpLynows )

Virtual Office Virtual Office Finance, Tax & Banking &
o Legal Payments

XOLo OFFICE AAR@NI LHV
O E:wh‘ ’k.\"“l"\‘l AR Audit £ Consult Pa%"eer
TR Gigreiestonis® Avokaado paySera

. " |IBDO stripe

. e Crowe ey

.. ¥ in Estonia EY consiaze

Figure 4. Screenshot of the working window of the electronic service “e-Residency”
“Choosing a business operator”

Source: author-based [8]

Within 2-5 weeks, the ID-card with a special
chip and USB is sent to the consular section of the
Embassy of Estonia in Ukraine (or another country,
as indicated in the application form). As soon as the
documents arrive at the embassy, the person will be
notified by e-mail and be able to receive them in per-
son. From that moment, the person acquires the sta-
tus of e-resident of Estonia [10].

Then everything is much faster. Therefore, in
order to register a firm in Estonia and further provide
its documentary support and accounting services,
it is necessary to enter into an agreement with a
consulting firm. Figure 4 lists many recommended
companies that provide a wide range of services.
There is also the possibility of remote opening of a
bank account, which is convenient in use and rime
expenditure.

All organizational processes are fully synchro-
nized and do not require manual support, such as
opening and closing access to the site, reminding
about the monthly payment or making other changes
to customer status.

Thus, the motivational components among the
domestic business community to acquire the status
of e-resident of Estonia are the optimization of busi-
ness processes, unhindered acceptance of funds
from cards around the world, the ability to trade and
serve customers around the world, gaining a positive
reputation as a business European Union, corporate
and financial security, etc.

Conclusions. Based on the above, it can be
argued that opening a business in Europe through

e-residence in Estonia is a convenient solution for
those Ukrainian entrepreneurs who are focused on
the global development of their business and seek to
work worldwide with access to global services.

Today, the Estonian government offers e-resident
services located almost anywhere in the world, with
the possibility of providing these services on the
Internet. ID-card allows you to send e-mail with an
electronic signature, open bank accounts and create
your business remotely. The Ukrainian entrepreneur
can register company in Estonia, which he or she
will manage from Kyiv, and business facilities will be
located in South America.

This model of e-state is a way to attract foreign
entrepreneurs, the search for their place in the mar-
ket of new government services in a globalized world.
The more virtual the state becomes, the less its gov-
ernment depends on the territory and other material
resources, so even the smallest states will be able
to be the most innovative, and such experience is
extremely valuable for the formation of an innovative
type of economic development in Ukraine.
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