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The New Generation of Green Subsidies

* Green subsidies refer to the allocation of public resources aimed at improving sustainability
beyond what would occur in the market.

v'Usually broad-based, with primary differentiating factors being the origin/nationality or
technologies

v'Various forms: tax credits, feed-in tariffs, feed-in premiums, tendering etc.,

* The new generation of green subsidies refers to government policies that condition financial
support, such as tax credits or grants, on processes and production methods (PPMs),
including production-based carbon emissions used to manufacture or deploy a technology
(differentiation within the same technology group).



Case Study — The UK’s Electric Car Grant (ECG)

* A £650 million fund launched in 2025 to support the
purchase of new zero-emission vehicles priced at or
below £37,000.
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for Transport
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Office for Zero Emission Vehicles

Guidance
* A two-tiered subsidy: How to apply for vehicle eligibility for the
: : : SRT Electric Car Grant
v vehicles meeting the highest sustainability o prt2025
credentials by exceeding basic requirements
. . Contents 1
through greener production, lower lifecycle uarden
. . . . . . Eligible vehicles Guidance for applicants on how to apply for their vehicles to be eligible for the Electric
emissions, and supply chain innovation receive Ao frvnice gty Car Grant
a 3 7 ant' If your application fails The guidance explains:
£ Py 50 gr ’ :;::iif;;:?’r;e;‘efhe * how the scheme works
v’ vehicles satisfying  only  the  baseline fudbntombptidety, ISR
. . Summary of vehicle details ¢ the application process
enVII'OIlmental Cl'ltefla afe ellglble for £l ,5 OO; Definifionof eriee cap The Electric Car Grant offers banded grant levels for vehicles priced at £37,000 or

Vehicle eligibility criteri y G e i 3
kel il below, with eligibility criteria based on the sustainability of vehicle production.
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The ECG environmental
scoring system
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Band 1 cars

Citroén é-C5 Aircross Long Range
Ford E-Tourneo Courier

Ford Puma Gen-E

MINI Countryman Electric
Nissan LEAF

Nissan Micra (52kWh)

Renault 4

Renault 5 (52 kWh)

Renault Alpine A290



The UK ECG and the WTO SCM Agreement
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The Vulnerability ot the New Generation of

Green Sul

Hasier prootf of
“benefit”

bsidies to the WTO challenge

Motivated
challengers
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Should the New Generation of Green
Subsidies be Restricted?

Positive Trade
externalities restrictiveness
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Negative
externalities




A New Balancing Approach — to move beyond a focus
on trade distortions

Positive Trade (Potential) Negative
Externalities Restrictiveness/Disc Environmental

rimination Impacts

Permitted subsidies Substantial Minimal or none Negligible or None

Conditionally
IS LTS LGl Moderate/Substantial Moderate/High Moderate/ Significant

RES I EDLE TGS Limited or Unclear High Significant

A plurilateral  agreement
among major EV
producers/deployers might be
a promising option.
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