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LOOKING FOR
THE IDEAL PLACE TO SET UP 
YOUR HQ OR SALES & 
MARKETING ACTIVITIES 

IN EUROPE? 

FLANDERS, THE NORTHERN REGION OF BELGIUM, OFFERS UNMATCHED 
ASSETS FOR FOREIGN COMPANIES THAT WANT TO ESTABLISH A 
EUROPEAN OR REGIONAL BUSINESS PRESENCE!  

Besides its exceptional location at the heart of Europe and long-standing 
tradition as an exemplary region for establishing European and regional 
headquarters, Flanders offers foreign companies a unique combination of:

1  Accessibility from all European key locations via particularly well-
developed passenger, transportation and telecommunications networks;

2 Proximity to hundreds of international decision-making organizations, 
including the European Union and NATO;

3 Affordable office space and low cost of living compared to many other 
headquarter locations;

4 Access to a highly-skilled and multilingual workforce, the result of a 
superb education system;

5 An ideal test market. Doing business is smooth and attractive in Flanders 
thanks to its open-minded culture – on economic, political, fiscal and social 
levels alike.

AFFORDABLE 
OFFICE SPACE

PROXIMITY
ACCESSIBILITY

HIGHLY-SKILLED 
AND MULTILINGUAL 

WORKFORCE
IDEAL 

TEST MARKET



A HISTORY OF OPENNESS

Openness towards foreign companies is 
deeply imbedded in Flanders. The region 
is traditionally committed to abolishing 
as many barriers for foreign investments 
as possible. This is illustrated by the 
introduction, already back in 1982, of 
a special tax regime – the Belgian 
Coordination Center regime – whose main 
purpose was to persuade multinationals 
to establish their headquarters in 
Belgium. And with success: more than 300 
companies have since set up office in the 
heart of Europe. The Coordination Center 
Regime has been phased out and replaced 
by other unique incentives. Discover them 
all throughout this Activity Guide.

NUMBER ONE IN GLOBALIZATION

For years in a row, Belgium – and Flanders 
as a region – has been deemed the world’s 
most globalized nation according to the 
‘KOF Index of Globalization’, issued by the Swiss 
EPFZ institute. This index measures the economic, 
social and political dimensions of globalization 
based on 24 variables, including foreign direct 
investments, trade flows, the sale of international 
books and even the number of IKEA and McDonalds 
branches per thousand inhabitants. Belgium’s 
(Flanders’) high score is yet another example as to 
why the region can be considered a hub for foreign 
companies looking to strengthen their foothold on a 
European and even global level.

FLANDERS
AN IDEAL 
PLACE FOR BUSINESS

2013 KOF INDEX OF GLOBALIZATION

1 Belgium 92.30

2 Ireland 91.79

3 Netherlands 91.33

4 Austria 89.48

5 Singapore 88.89

6 Denmark 88.12

7 Sweden 87.63

8  Portugal 87.07

9  Hungary 86.85

10  Switzerland 86.28

NUMBER ONE IN GLOBALIZATION
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WELCOME
TO FLANDERS!

A WARM

HIGH QUALITY OF LIFE

 The social fiber is great, the number of cultural 
events is impressive, and there are at least ten very 
good restaurants”, enthuses Diego Ruiz, Finance 
Director of JBS-Toledo (Brazil). “The people in Flanders 
are very friendly, very kind. And I know what I’m talking 
about, because I have lived in various other countries 
already.”

People in Flanders are open-minded, and the social 
fiber is strong. On top of that, the region offers an 
exceptionally high standard of living for citizens and 
expatriates alike. This is mainly due to its:

•	 First-class healthcare standards. Indeed, the 
healthcare system in Flanders is one of the best in 
the world and offers almost universal coverage to 

its citizens. For a low cost, they get access to high-
quality healthcare;

•	 Top-notch education. Thanks to the presence 
of European and international institutions and 
organizations, families living in Flanders can choose to 
send their children to local schools, national schools, 
European schools or schools specializing in their own 
national curriculum and language, e.g. American, 
Japanese, British, French, Dutch and German;

•	 Rich cultural heritage. Renowned for its excellent 
gastronomy and culinary tradition, Flanders has 
a very rich cultural heritage. This is mainly due 
to the open-mindedness of the people. This has 
allowed expats to enjoy very high standards of living 
in Flanders for decades. There is an ever-growing 
number of clubs, sporting and cultural groups to 
provide for the needs of the thousands of foreign 
citizens living in Flanders today.
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THE GATEWAY TO EUROPE

Flanders – Belgium’s northern region – is often 
called the ‘gateway to Europe’. And it’s not 
hard to see why, considering the presence of 
Antwerp, Europe’s second largest seaport, and 
Brussels, the center of the European Union and 
host to numerous international organizations 
and public authorities. Add to this an abundance 
of expertise in distribution, international 
trade and freight forwarding, and you’ll have 
an idea as to why Flanders is one of the most 
attractive regions for establishing European 
headquarters.

On top of that, Flanders is easily reachable 
from all European key locations by road, rail 
(high-speed trains to important trade cities like 
London, Paris, Amsterdam, Cologne, etc.), air 
and sea.

TOYOTA MOTOR COORDINATES  
EUROPEAN ACTIVITIES FROM FLANDERS

Established in Belgium (Flanders) since the early 1960s, 
Japanese car manufacturer Toyota has recently stepped 
up its investments in the region to implement its European 
expansion strategy. And with success: today, close to 1,200 

staff members coordinate all of Toyota’s European activities from the Toyota Motor 
Europe headquarters in Brussels.

Thanks to Flanders’ central location and the proximity of important seaports like 
Zeebrugge, the company can ship parts quickly everywhere in Europe from its 
European Parts Logistics Center and Vehicle Logistics Center. From Flanders, Toyota 
manages 9 manufacturing plants and 30 distributors, covering 56 countries across the 
continent. In addition, Flanders is also home to one of Toyota’s four global R&D centers.

 For more than 40 years, we have been developing our activities here in Flanders 
regularly”, says Etienne Plas, spokesman at Toyota Motor Europe. “We think it’s 
located very centrally in Europe and there’s a lot of logistic infrastructure available. 
On top of that, it’s nicely positioned between three of our key markets in Europe: 
France, the UK and Germany.”
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Inherent to the central location of Flanders is 
yet another important advantage: the proximity 
of important markets. Indeed, over 60% of 
European purchasing power is situated within 
a tight 500 kilometer radius around Flanders, 
including the large industrial and consumer 
areas such as the region around Paris, the 
Ruhr area, London, the core Benelux area and 
the Amsterdam-Randstad area. As a result, 
customers can be reached and served in the 
fastest of times. 

Numerous enterprises and multinationals 
recognize Flanders’ crucial link in the 
transportation chain as a hub for the assembly, 
refining, processing or distribution of goods.

REACH 
CUSTOMERS
AND CLIENTS 
IN NO-TIME

Flanders’ motorway and train networks are amongst the densest in the world, and 
its elaborate network of waterways links the renowned (sea)ports to the rest of 
the country. Amongst its multiple airports, several specialized in freight as well as 
passenger transport. In short: Flanders is well served by all modes of transport, 
encouraging both domestic and international travel. 

BRUSSELS

Amsterdam 1h55
Paris 1h20
London 1h55
Cologne 1h47
Dusseldorf 2h14
Frankfurt 3h08
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On the strength of its excellent education system – including five  
universities with an international reputation – Flanders fosters a  
ready-to-hand, skilled and motivated pool of talent. On top of 
that, the region is located right on a nodal point where Europe’s three major 
cultural and language groups meet. People fluently speak Dutch, French 
and German – the three official languages in Belgium – and many employees 
make daily use of a language other than their mother tongue. On top of that, 
many people have great proficiency in English.

Thanks to this diversity, Flanders’ workforce enjoys the reputation of being 
flexible, eager to learn and highly productive. The latter is 
evidenced by the region’s labor productivity, which is estimated to be 25% 
higher than the EU-28 average.

DID YOU KNOW 
THAT APPROXIMATELY  

2,300 FOREIGN COMPANIES 
HAVE SET UP THEIR 

EUROPEAN HQ OR SALES 
SUBSIDIARY IN BELGIUM?

A WELL-EDUCATED 
WORKFORCE 
TO RELY ON
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Ranking Primary
Education

Educational
System

Math and 
Sciences

Management
Schools

Belgium 2 5 3 2

Netherlands 9 13 12 9

Germany 30 20 29 32

France 37 41 25 8

UK 27 27 42 1

BEST QUALITY 
FOR EDUCATION 
AND SCHOOLING

AN IDEAL 
TEST MARKET

Source: The Global Competitiveness Report World Economic Forum 2012
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Source: Education at a Glance, OECD indicators 2011

THREE REASONS TO TRY YOUR LUCK  
IN FLANDERS

1  Flanders is a small region, counting approximately 6.5 
million inhabitants. This means that new concepts or 
products can be tested with smaller budgets.

2  People in Flanders are multilingual and most are able to 
understand and express themselves in all of Belgium’s 
three official languages: French, German and Dutch. 
On many occasions, English is spoken fluently as 
well. Furthermore, the extreme proximity of different 
populations makes for an interesting opportunity to see 
how your product or service is perceived by a variety of 
cultures.

3  Belgium – and Flanders as a region – can be seen as 
a miniature version of Europe. Most economic and 
consumer trends that apply to Europe also apply to 
Flanders.

BRUSSELS:
•	 INTERNATIONAL GOVERNMENTAL CAPITAL AND 

INTERNATIONAL DECISION CENTER
with several European Institutions:
• European Commission
• European Council
• European Parliament
• Committee of the Regions
• European Economic and Social Committee

•	 HIGHEST CONCENTRATION OF DIPLOMATIC MISSIONS
• NATO Headquarters
• 1500 International Professional Federations
• Representation of most European Political Parties and Regions

Reading skills and foreign language skills in 
Flanders are higher than Belgium’s average 
and that of its neighboring countries, 
according to the OECD.  On top of that, 
Belgium offers top notch quality primary 
education, offers excellent training in 
match and sciences, holds the second best 
management schools and in a whole has a 
superb educational system as such.
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 Situated on the crossroads of three of Europe’s major 
cultures – German, Roman and Anglo-Saxon – Flanders’ 
inhabitants are open and receptive to all sorts of influences, 
be it cultural, culinary, social or professional. “All this 
makes Flanders an ideal test market for innovations”, says 
Hessel De Jong, General Manager Benelux Operations at 
the Coca-Cola Company. “If it works in Flanders, we’re 
pretty sure that it’ll also work elsewhere.” 

Case in point: Coca-Cola houses the second largest R&D 
center of The Coca-Cola Company worldwide in Belgium. 
Here, some 500 new drinks are developed, destined for 
European, African, Eurasian and Middle Eastern markets. 
Other companies, including Red Bull, Procter & Gamble, 
Chiquita and many more have also discovered the assets of 
Flanders as a test market for their products. 

 FLANDERS, WHERE IDEAS COME TO FRUITION
In 2006, American multinational Chiquita chose Flanders as 
a test market for its brand new ‘Fruit in a bottle’ concept. 
Belgium was the first country where the successful 
banana-based mix of fruit and juice was readily available. 
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Office space in Flanders is fairly inexpensive compared to other regions and countries 
around the world and in Europe. With an occupancy price of EUR 327 per square meter per 
year, Brussels – the capital of Flanders – scores significantly lower than cities like London 
(EUR 729.89), Paris (EUR 820.00) and Luxembourg City (EUR 595.20). 

AFFORDABLE 
OFFICE SPACE

OFFICE RENTING PRICES €/ SQ.M / YEAR

London 729.89
Moscow 1037.62
Paris 820.00
Oslo 718.26
Geneva 662.91
Luxembourg 595.20
Amsterdam 423.53
Frankfurt 408.00
Warsaw 343.44
Brussels 327.75
Antwerp 166.75

Source: 2013 Cushman & Wakefield 
Office Space Across the World’ survey

 AN EXCELLENT CLIMATE FOR 
BUSINESS … AND LIVING
For leader in climate control 
solutions Daikin Europe N.V. 
the advantages of choosing the 
city of Ostend in Flanders as its 
headquarters are numerous. One 
of the main assets for the Japanese 
multinational, however, is the high 
quality of life for expatriates. Many 
seem to value the international 
environment and availability of a 
superb education system, further 
strengthened by the presence of a 
Japanese school near Brussels.
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Flanders is traditionally one of the 
preferred locations for major companies 
in Europe. Despite the relatively high 
statutory Belgian corporate tax rate, many 
organizations quickly discover the benefits 
of its excellent business environment. 
Add to that the wide range of combinable 
incentives designed to lower the effective 
tax rate for your enterprise, and there is 
really no excuse not to consider Flanders 
as a base for your business undertakings.

The most interesting tax incentives for 
foreign companies looking to set up their 
business presence in Flanders include:

• Notional Interest Deduction
• Tax treaty network
• Holding regime
• IP and R&D incentives
• Expatriate regime
• Legal certainty business minded 

ruling practice
• Transfer pricing – excess profits
• Indirect tax

A FAVORABLE 
TAX REGIME

This unique and automatically applicable 
tax incentive allows companies subject to 
Belgian corporate tax – including foreign 
companies with a presence in Belgium – to 
deduct a percentage of 2.742 (for tax year  
2014) of their equity from their taxable 
income (and 3.242% for SMEs). As a result, 
the effective tax rate drops considerably 
whilst companies get the chance to 
strengthen their capital structure.

NOTIONAL 
INTEREST 

DEDUCTION

TAX TREATY 
NETWORK

Companies located in Flanders have 
access to an excellent double tax treaty 
network, comprising close to a hundred 
countries, including the US and key 
countries in Africa (e.g. Democratic 
Republic of Congo and South Africa) and 
Asia (e.g. Hong Kong or China). These 
treaties are specific arrangements 
between countries aligning their mutual 
tax policies and they are designed to avoid 
international double taxation.
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In order to promote innovation in 
Flanders, investors are offered an 
attractive and comprehensive re-
gime for research and development 
and the management of intellectual 
property. These incentives include:

• The Patent Income Deduction, 
which provides for a 80% tax 
exemption of gross patent income, 
resulting in a maximum effective 
tax rate of 6.8% on such income;

• The R&D investment deduction and 
an equivalent R&D tax credit;

• A partial exemption (80%) of 
professional withholding tax for 
employing scientific researchers 
and engineers;

• Direct government grants related 
to R&D and innovative projects.

IP AND R&D 
INCENTIVESHOLDING REGIME

Because Flanders has a long history of attracting 
holding companies, its European jurisdiction is highly 
adapted to them. Apart from the aforementioned tax 
treaties, other attributes include:

• No capital duties, stamp duties or taxes on net worth;
• No CFC rules;
• Only a 0.412% capital gains tax on shares subject to 

conditions (and a full exemption for SMEs)
• An exemption on received dividends that goes up to 

95%;
• An exemption on withholding taxes for dividends paid 

to qualifying parent companies in treaty jurisdictions;
• An exemption on withholding taxes for interest paid 

by qualifying holding companies (besides many other 
exemption possibilities);

• Tax-deductibility of interest on the acquisition of 
shares, subject to certain conditions;

• Application of a foreign functional currency possible 
for accounting purposes.

EXPATRIATE 
REGIME

Foreign executives 
temporarily employed 
in Flanders can benefit 
from a special tax regime. 
This encompasses the 
taxation of income related 
to professional activities 
performed in Belgium 
– and Flanders as a 
region – only, and a tax 
exemption for allowances or 
reimbursements covering 
the extra expenses caused by 
the assignment to Belgium, 
such as moving expenses, 
international or private 
school fees, home leave 
expenses, emergency travel 
expenses, difference in the 
income tax burden, etc.

LEGAL  
CERTAINTY 

BUSINESS MINDED 
RULING PRACTICE

Please note that there are also other, 
more local or regional Indirect Taxes 
that may apply when establishing a 
business in Belgium.
As you can see, Flanders offers a 
wide range of tax benefits for foreign 
companies looking to set up a business 
presence in the region. To give 
investors the necessary certainty on 
the application of one or more of the 
incentives mentioned above, or the tax 
implications of a certain transaction or 
structure in general, an advance ruling 
can be obtained. It is a unilateral written 
decision by the Belgian tax authorities 
at the request of a (potential) taxpayer 
about the application of the tax law in a 
specific situation that has yet to occur, 
and is generally valid for a period of five 
years and renewable.
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Companies looking to invest in Flanders can enjoy what is called an ‘excess 
profit ruling’. This unique tool allows for a downward revision of taxable 
 profits on new (and additional) investments. The revision is possible to the 
extent that these profits can be considered ‘excess profits”, i.e. profits that 
 are not at arm’s length from the perspective of a stand-alone entity.

Generally, the total residual profit of a central entrepreneur consists of  
two components:

• An arm’s length remuneration for the entrepreneurial functions exercised and risks borne;
• A remaining profit portion – referred to as ‘excess profit’ – that is based on the use of certain group of intangibles as 

well as other benefits, such as group synergies and economies of scale; the central entrepreneur can benefit from e.g. 
operational benefits, the availability of network and access to supplier base.

Further to an excess profit ruling, the excess profits, i.e. profits that the company could not have realized on a stand-alone 
basis, are exempt.

The transfer pricing approach is based on a transfer pricing provision, which introduced the internationally accepted arm’s 
length standard to the domestic tax legislation. Separately, or combined with the Notional Interest Deduction and the Patent 
Income Deduction, they are a powerful tool to encourage foreign investors to centralize their activities in Flanders.

TAXABLE  
BELGIAN PROFIT

TAX-EXEMPT
EXCESS PROFITBelgian

Accounting
Profit

TRANSFER 
PRICING –  

EXCESS PROFITS
INDIRECT TAX

The main indirect taxes in Belgium are the Value Added 
Tax (VAT) and Custom duties. The former is generally due 
on all sales and purchase transactions, while the latter 
apply when importing goods into Belgium from non EU-
countries, with certain exceptions.

Both are based on European legislation and generally 
require the fulfillment of administrative obligations in 
every European country in which a company is active. 
However, the legislation also allows the implementation of 
incentives that facilitate trading. Here are a few examples:

• VAT grouping: the exemption from VAT and VAT deduction 
optimization of transaction between group members;

• The import VAT deferment license or ET 14000 license: 
a cost-free license allowing the payment of import VAT 
to be deferred to the VAT return, resulting in cash flow 
advantages;

• VAT and Customs warehouses: enabling trade to be 
exempt from VAT and/or Custom dutie.
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Foreign investors who want to have a 
limited presence in Flanders without 
creating a separate legal entity, can do 
this through a representation office.

It can be engaged in activities such as 
advertising, information supply, public 
relations and market research, but 
doesn’t engage in the negotiation of 
orders, client contacts, sales activities 
or other commercial activities.

CHOOSE YOUR SCENARIO
IS YOUR COMPANY 

ELIGIBLE?
Establishing a business presence in Flanders can entail many 
things. For each of the following business scenarios, different 
tax incentives may apply. Make sure you don’t miss out on any of 
them, and find out how you can experience the full advantages of 
operating from Flanders.

Tax benefits
• Because representation offices are not regarded as 

Permanent Establishments, they have no tax liability 
for income earned in Belgium;

• The same applies to VAT purposes and VAT 
registration, unless the representation office is liable 
to pay VAT on incoming intra-community services 
that are consumed by the representation office;

• Belgian input VAT can be recorded via the VAT credit 
refund procedure for non-established and non-VAT 
registered foreign entities.

Suppliers Principal

Belgian representation office

Customer

Market intelligence

1 2 3 4 5

SCENARIO 1
A REPRESENTATION OFFICE 

A REPRESENTATION OFFICE 

A PRINCIPAL BRANCH

A REGIONAL HQ OR SHARED SERVICE CENTER

A HOLDING COMPANY

CENTRAL ENTREPRENEUR

SCENARIO

1
2
3
4
5
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A principal branch from a foreign company provides support management services 
(e.g. strategic or marketing support) to its principal head-office in return for an 
arm’s length remuneration. It constitutes a significant presence in Flanders due to 
the presence of highly qualified personnel, but holds no legal entity in Flanders.

Direct tax aspects

• Arm’s length profits that can be determined on a cost-plus basis are 
attributable to the Belgian Permanent Establishment and taxable in Belgium;

• There is no branch remittance tax upon the distribution of branch profits to the 
foreign head-office;

• Thanks to the broad tax treaty network, the branch income is generally exempt 
in principal jurisdiction;

• A Permanent Establishment in Flanders is entitled to various tax incentives 
(see pages 11-13);

• To secure the arm’s length profits allocated to the Belgian Permanent 
Establishment, an advance ruling can be obtained.

Indirect tax aspects

• The VAT position of the branch – whether or not this constitutes a Permanent 
Establishment for VAT purposes, and whether or not the branch requires a VAT 
registration – depends on the activities conducted in Flanders and the characteristics 
of the branch. The latter need to be closely analyzed to determine the correct VAT 
treatment and, subsequently, possible deductions.

• Depending on the outcome of this analysis, the Belgian input VAT can be recorded via 
the Belgian VAT return, or via a VAT credit refund procedure for non-established and 
non-VAT registered foreign entities.

1 2 3 4 5

Principal

Share Service
Distribution

Center

CustomerSuppliers

Sales agents/
Distributor

Toll 
manufacturer

No branch
remittance

tax

Support
services

Belgian
branch

SCENARIO 2
A PRINCIPAL BRANCH
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The company in Flanders is the regional head-office (or shared service center) of the parent 
company in Europe. Its activities cover management functions, procurement, strategic 
planning, corporate communications, marketing and sales, R&D, legal, IT, finance, 
accounting and tax service, etc. As such, the company is a Belgian legal entity that acts as a 
headquarter for local affiliated companies.

Principal

Marketing, legal, R&D,
accounting, etc. services

Marketing, legal, R&D,
accounting, etc. services

Shared Service
Center/Regional HQ

Local subsidiary
Country X

Local subsidiary
Country Z1 2 3 4 5

SCENARIO 3
A  R E G I O N A L  H Q  O R  
SH A RED SERV ICE CENTER



Direct tax aspects

• Activities of the regional headquarters and shared 
services center can be determined on a cost-plus 
basis. This can be secured by an advance tax ruling;

• The effective tax rate can be lowered significantly by 
applying the Notional Interest Deduction;

• There is an attractive and comprehensive regime 
for research and development activities and the 
management of intellectual property available. 
Please refer to our R&D Activity Guide, available at 
www.investinflanders.be;

• As a regional headquarter or service center, you’ll 
get full access to European Directives, such as 
the Interest and Royalty Directive and the Parent-
Subsidiary Directive;

• Regional headquarters with qualifying parent 
companies located in treaty jurisdictions are eligible 
for a domestic dividend withholding tax exemption;

• Interesting expatriate regime for individuals.

Indirect tax aspects

• Belgian VAT registration and full (VAT) 
bookkeeping are required;

• Some activities, e.g. treasury and 
holding, will potentially not generate 
an input VAT credit. This means that 
the activities should be analyzed to 
determine the right of the entity in 
Flanders to deduct input VAT;

• Possibly, the financial impact of non-
recoverable VAT can be limited if 
VAT authorities agree to a ‘real use’ 
methodology for input VAT deduction;

• The recoverable Belgian input VAT 
can be recorded via the Belgian VAT 
return.

17
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The general purpose of a holding company is to centralize dividend streams, power of 
decision or equity financing of local subsidiaries. An enterprise acting as a European 
holding company generally establishes a legal entity in Belgium.

Direct tax aspects

Flanders provides holdings with an attractive tax regime, including:

• Exemption on capital duties, stamp duties or taxes on net worth;
• Exemption from CFC rules;
• An excellent tax treaty network;
• A capital gains tax on shares of only 0.412%, and full exemption for SMEs;
• Exemption of up to 95% for dividends received;
• Access to European Directives, such as the Interest and Royalty Directive or the 

Parent-Subsidiary Directive provided for withholding tax exemptions;
• Domestic dividend withholding tax exemption to qualifying parents in treaty 

jurisdictions;
• Domestic interest withholding tax exemption for qualifying holding companies, besides 

many other exemption possibilities;
• The interest on the acquisition of shares is, considering certain conditions are met, 

generally tax deductible;
• Foreign functional currency can be used for accounting purposes;
• Advance ruling is possible to secure the incentives claimed;
• Interesting expatriate regime for individuals.

Local subsidiary
Country Y

Dividends (no withholding tax further to EU
Directives/Double Tax Treaty/Domestic law)

Dividends (no withholding tax further to EU
Directives/Double Tax Treaty)

• No capital duties
• Dividends received 95% exempt
• Interest on loans deductibility

Loan

Equity/Loan

Parent

HoldCo

Local subsidiary
Country X

Local subsidiary
Country Z

Finance/
Treasury

1 2 3 4 5

SCENARIO 4
A HOLDING COMPANY



Indirect tax aspects

• Pure (passive) holding activities are 
not subject to Belgian VAT and thus do 
not generate input VAT credit;

• If other activities subject to input 
VAT are performed, a Belgian VAT 
registration might be needed. In that 
case, the financial impact of non-
recoverable VAT can be limited if the 
entity is set up as an active holding 
company and an efficient ‘real use’ 
methodology for input VAT deduction 
is agreed with VAT authorities.

19
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Status

In the case of a principal or central entrepreneur, all functions 
and risks are centralized in one single entity in Flanders. The 
central entrepreneur has free access to and makes use of certain 
intangibles of the group, such as know-how, procurement benefits, 
customer lists, sales organization benefits, managerial skills, 
access to new markets and distribution channels. These would not 
have been available in a stand-alone situation. As such, the entity 
in Flanders acts as a principal and assumes responsibility for 
the profit drivers in the region (including strategic management), 
ownership of high-value intangibles and all major business risks. 
This entails that finance, IP management, and holding activities can 
be performed as well, and that the creation of additional functions 
or new investments in Flanders is required.

Furthermore, the central entrepreneur retains contract and 
consignment manufacturers (third parties or related parties), who 
manufacture on its behalf and sell goods via sales entities. These 
are typically limited risk distributors or commissionaires.

Direct tax aspects

• Excess profits are exempt if arising from group 
intangibles deemed to which the entrepreneur has 
access;

• Application of the Notional Interest Deduction;
• In case of development and management of IP at the 

level of the central entrepreneur, an attractive and 
comprehensive tax regime is available;

• Access to European Directives, such as the Interest 
and Royalty Directive, or the Parent – Subsidiary 
Directive, which provide withholding tax exemptions;

• Exemption of domestic dividend withholding tax to 
qualifying parents in treaty jurisdictions;

• Interest on the acquisition of shares is generally tax 
deductible, provided certain conditions are met;

• An advance ruling is required to be supported by 
economic and financial analyses and forecasts;

• Possibility of interesting expatriate regime for 
individuals.

Contract
manufacturing

Excess profit exempt provided Belgian Central 
Entrepreneur has free access to group intangibles

Parent

Belgian Central
Entrepreneur/Holding

Local Limited Risk
Distributors (LRD) Other

Treasury/Finance
Company

Loan

Indirect tax aspects

• Belgian VAT registration and full (VAT) 
bookkeeping is mandatory. In addition, 
depending on the logistical chain and the 
business model, foreign VAT registrations may 
be needed as well;

• The activities of the principal/central 
entrepreneur in Flanders need to be closely 
analyzed to determine the correct VAT treatment 
and the right to deduct input VAT. Some activities, 
such as treasury and holding, will potentially not 
generate an input VAT credit. This means that 
the activities should be analyzed to determine 
the right of the entity to deduct input VAT. The 
financial impact of non-recoverable VAT might 
be limited if an efficient ‘real use’ methodology 
for input VAT deduction is agreed with VAT 
authorities. The recoverable Belgian input VAT 
can be recorded via the Belgian VAT return.

1 2 3 4 5SCENARIO 5
CENTRAL ENTREPRENEUR
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EXECUTIVE
SUMMARY

TYPE DESCRIPTION

HEADQUARTERS - SALES & MARKETING

REPRESENTATION 
OFFICE

BELGIAN BRANCH 
PRINCIPAL

REGIONAL 
HEADQUARTER / 
SHARED SERVICE 

CENTER

(MIXED) HOLDING 
COMPANY

CENTRAL 
ENTREPRENEUR

Excess profit ruling Potential tax exempt excess profits     

Expatriate status
Special tax treatment for foreign executives and researchers 
temporarily assigned to Belgium (non-resident tax status, 
business travel exclusion, tax free allowances)

    

Notional Interest Deduction Companies can deduct a percentage (2.742% for tax year 
2014) of their qualifying equity from their taxable income.     

Fiscal Ruling/Advance Ruling Upfront legal certainty       

Patent Income Deduction
80% tax exemption of gross patent income for patents 
developed or further improved by a Belgian company or 
branch via R&D center 

     

Dividend Received Deduction 95 % tax deduction of dividends received from qualifying 
companies      

Repatriation of profits
Tax free distribution of profits by Flanders based branch (no 
branch remittance tax) or Flanders based subsidiary (WHT 
exemption) to foreign head office
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To help you realize your ambitions, Flanders Investment & Trade can rely on a vast network of private partners, universities, 
federal and regional agencies, federations, and clusters, who, each in their particular domain, can provide you with their expertise 
and professional support. 

Part of the service of Flanders Investment & Trade is to bring you in contact with those organizations that match your plans, 
the scale of your project and your market approach. Ask your FIT investment officer for a list of partners who can help you 
turn your ambitions into a complete success. 

In particular, we would like to thank EY for their contribution to this brochure. 

EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services we deliver help 
build trust and confidence in the capital markets and in economies the world over. We develop outstanding leaders who team 
to deliver on our promises to all of our stakeholders. In so doing, we play a critical role in building a better working world for 
our people, for our clients and for our communities. 

For more information about our organization, please visit www.ey.com/be.

Frederic Eeckhoudt  
Director Business Development
frederic.eeckhoudt@be.ey.com 
www.ey.com
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GUIDING YOU ALL THE WAY

Whether you are just starting up or looking to expand your 
activities in Flanders, Flanders Investment & Trade supports 
you all the way. That is our mission. We provide confidential 
information and support. Our experienced staff is happy to help 
you with all your questions regarding investment subsidies, 
recruitment, and much more. We can also introduce you to the 
right decision-makers and to community life in Flanders. 

CLOSE TO YOU

We have about 70 regional offices worldwide to assist you, free of 
charge, wherever you are. Contact us today. 
We will be delighted to help you.

WOULD YOU LIKE TO KNOW WHAT FLANDERS CAN DO FOR  
YOUR COMPANY?

Visit us at www.investinflanders.com 
Call us on +32 2 504 88 71 or email us at invest@fitagency.be. 
Please find your contactperson in Brussels or abroad here:

For news hot off the press, follow us on Twitter at 
twitter.com/InvestFlanders.



Koning Albert II-laan 37 | BE-1030 Brussels | Belgium
T +32 2 504 88 71  
invest@fitagency.be | www.investinflanders.com

twitter.com/InvestFlanders 
www.linkedin.com/groups


