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What is the best business setup option in the UAE ?

If you plan to expand to the UAE, you generally have two choices: establishing a mainland
company or setting up in one of the many free zones. Both routes provide attractive conditions
for foreign investors, but the right choice depends on your business model, your clients, and your
growth ambitions.

A mainland company is licensed by the Department of Economic Development (DED) and offers
the crucial advantage of being able to trade directly with customers anywhere in the UAE without
restriction. Since 2021, most activities can be fully foreign-owned, although some strategic
sectors, such as energy or telecommunications, still require Emirati participation. Mainland
companies dre subject to the UAE's 9% corporate tax above AED 375,000 as well as VAT and other
compliance obligations. They are more costly and administratively intensive than free zone
setups but are usually the best option for businesses with strong local growth ambitions.

Free zones were designed to attract international investment and are popular because of their
simplicity and flexibility. They allow 100% foreign ownership from the outset and incorporation
can often be completed in just a few days. Many service providers offer attractive packages that
combine office space, business license, and residence visa. Some also provide tax incentives,
though these are subject to federal rules. Free zones are particularly well-suited for companies
focused on international trade, digital services, consulting, e-commerce, or import-export.
The main limitation is that free zone companies generally cannot sell directly to customers in the
UAE mainland, unless they use a local distributor or obtain a dual license, which usually involves
extra costs.

Furthermore, each free zone has its own sectoral focus and regulatory framework. JAFZA
(Dubai) is ideal for logistics and trading companies, while DIFC (Dubai) has built a reputation as
a leading financial hub with its own common law courts. DMCC (Dubai) has become a global
centre for commodities, fintech, and services, while ADGM (Abu Dhabi) mirrors DIFC's legal
model and attracts asset managers and professional services firms. Creative clusters like Dubai
Media City or Abu Dhabi’s twofourb4 cater specifically to the media and entertainment
industries. Choosing the right free zone is therefore just as important as deciding between a
mainland and free zone entity in the first place.

If your goal is to contract with UAE-based clients and build a strong local presence in the GCC
Region, a mainland license will generally be the only viable option. If instead your business is
international in nature, digital-first, or primarily serving clients outside the UAE, then a free zone is
often more cost-efficient and flexible. Within the free zone landscape, selecting the jurisdiction
that best aligns with your industry, client base, and desired reputation will be critical.

TAXPATRIA® can advise you on the right business setup in the UAE and assist with incorporation,
accounting, VAT, and corporate tax compliance.

www.taxpatria.be




