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ABSTRACT

Green subsidies represent pivotal financial tools governments employ to foster environmentally
sustainable practices across industries and among consumers. These subsidies are not just financial
aids, but urgent measures to mitigate the environmental impact of economic activities, encourag-
ing the adoption of renewable resources and the development of green technologies. However,
their intersection with international trade law presents challenges, particularly under the WTO's
Agreement on Subsidies and Countervailing Measures (SCM Agreement). Disputes brought be-
fore the WTO, such as Canada - Certain Measures Affecting the Renewable Energy Generation Sector
(DS412), India - Certain Measures Relating to Solar Cells and Solar Modules (DS456), and United States
- Certain Measures Relating to the Renewable Energy Sector (DS510), have demonstrated how certain
forms of green subsidies, especially those tied to local content requirements, can be found incon-
sistent with global trade rules.

For nations like Vietnam, which is increasingly integrated into the global economy, the design and
deployment of green subsidies must carefully balance environmental ambitions with compliance
with international trade laws. This challenge becomes even more significant considering Vietnam's
major climate commitments, including its pledge at the 26th United Nations Climate Change Con-
ference of the Parties to achieve net-zero greenhouse gas emissions by 2050 and reduce methane
emissions by 30% by 2030. To achieve these goals, the Vietnamese government has introduced a
framework to promote renewable energy.

This paper explores the intersection of green subsidies within WTO regulations, analyzes global
trends in green subsidies, and assesses the legal compatibility of Vietnam's current policy instru-
ments. This study, therefore, suggests Vietnam practical recommendations to its green develop-
ment policies to be compliant with international trade law and contribute to both national sustain-
ability goals and deeper integration into the global green economy.
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INTRODUCTION

At the 2022 and 2023 UN Climate Change Confer-
ence (COP27 and COP28), participating countries af-
firmed their commitment to keep global temperature
increase to no more than 1.5°C and emphasized the
need for a rapid transition to clean energy . In this
context, renewable energy is seen as a sustainable al-
ternative to fossil fuels, and many governments have
implemented supportive policies to promote this sec-
tor. Among them, “green subsidies”, a form of state
support to develop the clean energy industry, play a
particularly important role. However, these measures
may pose legal challenges under WTO regulations, es-
pecially SCM Agreement and new-generation FTAs.
Several cases brought before the WTO Dispute Set-
tlement Body, such as Canada - Renewable Energy
(DS412), India - Solar Cells (DS456), and US - Re-
newable Energy (DS510) have demonstrated that cer-

tain forms of green subsidies may be considered viola-
tions of trade rules, particularly when they involve lo-
cal content requirements. This raises important con-
cerns for Vietnam, a country that is both heavily im-
pacted by climate change and strongly committed to
global environmental goals.

At the 26th United Nations Climate Change Confer-
ence of the Parties (COP26), Vietnam formally com-
mitted to achieving net-zero greenhouse gas emis-
sions by 2050 and to reducing methane emissions by
30% by 2030°. In pursuit of these ambitious climate
targets, the Vietnamese government has promulgated
a comprehensive framework of support policies to fa-
cilitate the development of renewable and clean en-
ergy sectors. Notably, Decree No. 58/2025/ND-CP
details several provisions of the Law on Electricity
concerning the development of renewable and new
energy sources. In parallel, Decree No. 57/2025/ND-
CP establishes a mechanism for direct power pur-
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chase agreements between renewable energy gener-
ators and large electricity consumers. The Environ-
mental Protection Law 2020 further reinforces these
efforts by providing an updated regulatory founda-
tion for environmental governance. Additionally, the
State Bank of Vietnam has issued a series of regula-
tory instruments to integrate environmental and so-
cial considerations into financial practices. These in-
clude Directive No. 03/CT-NHNN, which empha-
sizes the promotion of green credit and the manage-
ment of environmental and social risks in credit ac-
tivities; Decision No. 1604/QD-NHNN promulgat-
ing the banking sector’s Action Plan for implementing
the National Strategy on Green Growth for the 2021-
986/QD-TTg, approv-
ing the Development Strategy for Vietnam’s Banking
Sector to 2025 with a vision to 2030; and Circular
No. 17/2022/TT-NHNN, which sets forth regulations
on environmental and social risk management in the

2030 period; Decision No.

credit granting activities of credit institutions.
Collectively, these legal and policy instruments are de-
signed to stimulate the growth of international trade
in both exports and imports of renewable energy
products, including solar panels, wind turbines, and
other clean energy technologies, thereby contributing
to Vietnam’s sustainable development objectives and
its integration into the global green economy.

This research aims to analyze the legal framework for
green subsidies according to WTO regulations, assess
the current practice in the world, and propose appro-
priate policy solutions for Vietnam, thereby helping to
harmonize sustainable development goals and obliga-
tions to comply with international trade regulations.

METHODS

This research adopts two principal methods:

First, the doctrinal legal method is applied to exam-
ine written legal texts, focusing on the interpretation
and application of relevant legal documents govern-
ing green subsidies, particularly SCM Agreement.
Second, the comparative legal research method is ap-
plied to analyze and contrast the legal frameworks and
policy practices related to selected case law on green
subsidies with those currently in place in Vietnam.
The combination of these methods allows for a com-
prehensive assessment of Vietnam’s legal compatibil-
ity within the WTO framework and supports the for-
mulation of appropriate policy recommendations.

RESULTS AND DISCUSSIONS

An overview of green subsidies

Green subsidies are policy instruments that emerged
in the late 1970s, notably with the enactment of the

Public Utility Regulatory Policies Act of 1978, which
facilitated the integration of renewable energy into the
electricity market by requiring utilities to purchase
electricity from qualifying small-scale renewable fa-

. Green subsidies became more widespread

cilities
after the adoption of the Renewable Energy Sources
Act in Germany in 2000, which strongly promoted the
development of clean energy sources such as wind and
solar power”.

According to Charnovitz, green subsidies refer to the
allocation of public resources aimed at enhancing
the sustainability of goods and services (¢, p.479).
These public resources may include state-owned as-
sets or assets administered by public authorities, typ-
ically financed through public revenues such as tax-
ation and public budgets. Globally, green subsidies
have been increasingly adopted as instruments to pro-
mote the development of clean energy industries, fa-
cilitate the transition away from fossil fuels, mitigate
climate change, and promote sustainable production
and consumption’. According to the World Bank and
the International Energy Agency, clean energy en-
compasses not only renewable energy but also non-
carbon-emitting sources, including nuclear, geother-
mal, solar, and wind energy. Accordingly, green
subsidies are primarily directed at supporting indus-
tries that generate energy without emitting green-

(%%, p.149). Yamaguchi and Baccus agree

house gases
that green subsidies serve to address market failures
and promote green technologies and have advocated
for WTO exemptions for such subsidies (1, p.15;'1).
The nature of green subsidies is fiscal policy - an eco-
nomic intervention employed by governments to cor-
rect market failures (7, p.1;'%). In the environmen-
tal context, green subsidies are used to correct mar-
ket failures associated with environmental degrada-
tion. One common failure is the existence of nega-
tive externalities, where the production or consump-
tion of goods imposes environmental costs on third
parties without appropriate compensation'®. Gov-
ernment intervention is justified in such cases to cor-
rect market distortions (°, p.493). Two primary rea-
sons support the need for Government intervention
in the clean and renewable energy sectors: (i) the
high infrastructure costs of renewable energy projects
compared to conventional energy projects; and (ii)
the higher prices at which clean energy must be sold
due to these investment costs. Government support
is therefore essential to enhance the competitiveness
of clean energy relative to fossil fuels and to facili-
tate the sector’s development (° , p.493). Green sub-
sidies are regarded as one of the most effective mea-
sures to assist enterprises in transitioning to clean en-
ergy and reducing price-based competition pressures.
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Thus, green subsidy policies deliver positive environ-
mental externalities while also promoting economic
growth. Therefore, the implementation of green sub-
sidies by states is deemed necessary to drive green eco-
nomic transition and amplify positive environmental
impacts.

Moreover, it is essential to acknowledge that green
subsidies vary in form and function according to the
stage of green technology development. For instance,
R&D grants are typically applied at the early stage
of innovation to support the development of emerg-
ing technologies ', Investment tax credits often assist
with demonstration and scaling-up phases, helping to
reduce the high capital costs of deploying clean energy
infrastructure (1°, p-2; 16, p.6). Production tax cred-
its, on the other hand, is effective for technologies with
lower upfront investment costs and predictable elec-
tric output over their lifetime (', p.6).

Notable
pollution-reduction subsidies such as the United

examples of such subsidies include:
States’ Production Tax Credit; conservation-incentive
subsidies like Costa Rica’s Payment for Environmen-
tal Services; compliance assistance schemes such
as the EUs ECO-Innovation program; and green
consumption incentives such as Japan’s Eco-Point
program. Collectively, these programs contribute to
emission reductions, resource conservation, and the

promotion of sustainable consumption.

International trade law on green subsidies
WTO Rules on subsidies

Under the WTO framework, as prescribed in Articles
VI and XVI of the GATT 1994 and SCM Agreement,
a measure constitutes a “subsidy” only if it satisfies
four conditions set out in Articles 1.1 and 1.2 of SCM
Agreement:

First, there must be a financial contribution as de-
fined under Article 1.1(a)(1), which includes: “(i) di-
rect transfers of funds (e.g., grants, loans, equity infu-
sion); (ii) potential direct transfers of liabilities (e.g.,
loan guarantees); (iii) government revenue foregone
(e.g., tax exemptions); (iv) the provision of goods or ser-
vices other than general infrastructure, or government
purchase of goods; and (v) entrustment or direction of
a private body to carry out any of these functions.”
Second, the contribution must originate from a gov-
ernment or any public body within the territory of a
Member. In US - Anti-Dumping and Countervail-
ing Duties (China), the Appellate Body clarified that
whether an entity qualifies as a public body depends
on its functions and whether it exercises governmen-
tal authority, rather than merely on formal owner-
ship or structure v, para 286). Hence, the “financial

contribution” must originate from an entity exercis-
ing governmental authority in order to fall within the
scope of the SCM Agreement.

The third condition under Article 1.1(b), SCM Agree-
ment is that the financial contribution must confer a
benefit on the recipient. According to WTO rules,
particularly Canada - Aircraft (in 1999), a benefit
exists where the financial terms provided are more
favourable than those available under normal market
conditions ('8, para 157). It is insufficient for a trans-
fer of value to occur; the recipient must be demonstra-
bly advantaged relative to its position in the absence
of such support. The analysis of benefit is thus com-
parative, market-based, and focused on economic ad-
vantage.

The fourth condition, specificity, is governed by Arti-
cle 1.2 and detailed in Article 2 of the SCM Agree-
ment. A subsidy is deemed specific if it is limited to
certain enterprises, industries, or regions. Article 2.1
addresses de jure and de facto specificity: subsidies
explicitly limited to certain entities are de jure specific,
whereas de facto specificity may be determined based
on factors such as a limited number of beneficiaries
or an allocation that is disproportionate. Article 2.2
further provides that regional specificity exists when
subsidies are confined to enterprises within a desig-
nated geographic area. In EC - Large Civil Aircraft
(in 2011), the Panel affirmed that geographic limi-
tations imposed by a local authority can give rise to
specificity. Additionally, under Article 2.3, all prohib-
ited subsidies under Article 3, namely export subsi-
dies and import-substitution subsidies, are automati-
cally deemed specific in nature.

The SCM Agreement classifies subsidies into two
principal categories. First, subsidies are prohibited
under Article 3, which includes subsidies contin-
gent upon export performance or the use of domes-
tic goods over imported ones. These are per se il-
legal. Second are actionable subsidies under Arti-
cle 5, which are not automatically illegal but may
be challenged if they cause adverse effects, includ-
ing: (i) material injury to the domestic industry of
another Member; (ii) nullification or impairment of
benefits under the GATT 1994; or (iii) serious prej-
udice to the interests of another Member in a third-
country market. The category of non-actionable sub-
sidies under Article 8, previously recognized, expired
in 2000 and is no longer in effect. To enforce sub-
sidy disciplines, the WTO offers two primary mech-
anisms. First, multilateral remedies involve adjudi-
cation through the Dispute Settlement Body (DSB),
which includes consultations, panel proceedings, and
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compliance reviews. Second, unilateral remedies per-
mit an affected Member to impose countervailing du-
ties, provided that it establishes the existence of a sub-
sidy, material injury, and a causal link between them.

WTO case law on Green Subsidies

Below are three notable WTO cases concerning green
subsidies:

In Canada - Renewable Energy and Canada - Feed-in
Tariff Program, Japan and the European Union chal-
lenged Canada’s feed-in tariff (FIT) scheme, alleging
violations of the national treatment obligation and
the imposition of local content requirements. Both
the Panel and the Appellate Body concluded that the
measures breached the TRIMs Agreement and Article
I11:4 of the GATT 1994 %, However, the claims under
the SCM Agreement were not upheld, as the measures
did not meet the conditions to be deemed prohibited
subsidies (1°, Section VIII).

In India - Solar Cells, the United States contested In-
dia’s requirement that solar energy equipment be do-
mestically manufactured to qualify for government
incentives. The WTO found that these measures vi-
olated the national treatment obligation under Ar-
ticle III:4 of the GATT 1994 and Article 2.1 of the
TRIMs Agreement (%0, para 8.2(a); 1824, para 8.2).
India’s invocation of the general exceptions under Ar-
ticle XX(d) and XX(j) of the GATT 1994 was rejected,
as it failed to demonstrate the necessity of the mea-
sures or any general or critical shortage of domestic
products (2!, para 6.4).

In US - Renewable Energy, India brought a claim
against the United States regarding certain renewable
energy support measures that were conditional upon
domestic manufacturing. The Panel found that these
measures accorded less favourable treatment to im-
ported goods, thereby violating the national treat-
ment obligation under Article I1I:4 of the GATT 1994
(%2, para 7.338). 'The remaining claims under the
TRIMs and SCM Agreements were not considered, as
the GATT violation was deemed sufficient.

Several other disputes involving green subsidies at
the WTO concluded at the consultation stage and
did not proceed to panel adjudication. These in-
clude China - Wind Power Equipment (DS419), EU
- Renewable Energy Sector (DS452), EU - Biodiesel
Measures (DS459), US - Renewable Energy Sector
(DS510), and US - Renewable Energy (DS563). These
disputes typically concerned either subsidy schemes
or local content requirements in the renewable energy
sector, raising concerns regarding potential violations
of Article IIT of the GATT 1994, Article 2 of the TRIMs

Agreement, and Article 3 of the SCM Agreement. In
most of these cases, the challenged measures were al-
leged to discriminate against imported goods. Except
for EU - Biodiesel (Indonesia) (DS618), which pro-
ceeded to the panel stage, the remaining cases were
resolved through consultations without the issuance
of a formal ruling. This pattern reflects a broader
tendency among WTO Members to favour flexible,
diplomatic solutions in disputes implicating environ-
mental policy and energy transition concerns.

Based on the case law discussed, green subsidies may
be broadly categorized into two groups:

First, green subsidies that may violate WTO rules,
particularly where they are tied to local content re-
quirements, as seen in Canada - Feed-in Tariff and
India - Solar Cells, as such requirements contravene
Article III:4 of the GATT 1994 and Article 2.1 of the
TRIMs Agreement. Additionally, export subsidies,
such as those alleged in EU - Biodiesel (Indonesia),
may breach Article 3 or 5 of the SCM Agreement if
they result in injury to the domestic industry of an-
other Member.

Second, green subsidies that do not violate WTO rules
fall into two main categories: (i) those that do not
meet the definition of a subsidy under Articles 1
and 2 of the SCM Agreement (e.g., where no benefit
is conferred or where the measure lacks specificity);
and (ii) those that are otherwise permissible under
WTO law because they do not result in adverse effects
on the trade interests of other Members (e.g., non-
specific support measures, such as public investment
in general grid infrastructure, or financial incentives
granted to small and medium-sized enterprises that
do not distort international trade.

Legal Framework Governing Subsidies under
Free Trade Agreements

As of April 2025, Vietnam is a party to 17 FTAs cur-
rently in force and is engaged in negotiations for 2 ad-
ditional FTAs?®. Among them, new-generation FTAs
such as the CPTPP, EVFTA, and RCEP not only focus
on tariff liberalization but also broaden their regula-
tory reach to encompass environmental issues, trade
in services, and investment disciplines. A compar-
ative analysis of subsidy-related provisions in these
FTAs as compared to WTO rules reveals two distinct
approaches: First, RCEP merely incorporates and
reaffirms existing WTO disciplines on subsidies with-
out expanding their substantive scope; Second, the
CPTPP and EVFTA introduce more detailed and sup-
plementary provisions, particularly concerning trans-
parency requirements, regulation of state-owned en-
terprises (SOEs), environmental considerations, and
commitments to sustainable development.
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Regarding the CPTPP and EVFTA, both agreements
expand subsidy regulations beyond those under the
WTO framework, as follows:

While WTO rules primarily focus on subsidies that
directly affect trade, the CPTPP and EVFTA broaden
the scope of regulation to cover environmental and
SOEs that are related to subsidies, reflecting a clear
trend toward enhancing transparency and safeguard-
ing sustainable development in next-generation FTAs.
The CPTPP expands the list of prohibited subsidies
by including export subsidies for agricultural prod-
ucts (Article 2.21), subsidies for fisheries that harm
the environment (Article 20.5), and subsidies granted
to SOEs that distort the market (Article 17.4). It also
identifies as actionable those subsidies that distort in-
ternational trade, particularly those provided to SOEs
or that negatively impact the environment (Chap-
ters 17 and 20). Similarly, the EVFTA prohibits ex-
port subsidies for agricultural products (Article 2.12)
and considers as actionable any subsidies that distort
trade between the EU and Vietnam or harm the envi-
ronment (Chapter 10, Section B). Thus, several next-
generation FTAs to which Vietnam is a party have
begun to incorporate environmental objectives into
their commitments. Many FTAs today include chap-
ters or specific provisions on environmental protec-
tion.

Globally, some new-generation FTAs have begun to
incorporate provisions related to green subsidies. For
instance, the EU-Singapore FTA includes commit-
ments to gradually phase out fossil fuel subsidies and
to prohibit the application of local content require-
ments in the development of renewable energy (24,
p.6). However, it does not address green subsidies,
the provisions remain vague and lack clear definition.

Implications for vietnam

Recent Trends in the Adoption of Green Sub-
sidies Worldwide

The United States, the European Union, and China
have emerged as the leading global players in green
subsidy initiatives. According to the International
Energy Agency, these three economies accounted for
approximately 80% of direct government spending on
clean energy since 2020, reflecting their pivotal roles
in shaping the global green transition2°. The US, EU
and China have adopted expansive green subsidy pro-
grams as part of broader strategies to achieve energy
transition, promote clean technologies, and secure in-
dustrial competitiveness. Although all three coun-
tries focus on three core policy objectives: (i) support-
ing renewable energy, (ii) encouraging green innova-

tion, and (iii) limiting subsidies for polluting indus-
tries, their methods vary in how the policies are de-
signed, how transparent they are, and how well they
comply with international trade rules.

In the US, key instruments include the Inflation Re-
duction Act (IRA) of 2022, the Investment Tax Credit
(ITC), and the Production Tax Credit (PTC). Among
these, the IRA is regarded as the most significant cli-
mate legislation to date, offering long-term support
and imposing local content requirements, provisions
that have drawn scrutiny under WTO rules. Com-
pared to ITC and PTG, the IRA features broader cov-
erage and stronger incentives.

The EU, meanwhile, has enhanced its green subsidy
framework to support the energy transition and green
industrial policy. The 2022 Guidelines on State Aid
for Climate, Environmental Protection, and Energy
permit subsidies in sectors such as renewables and
hydrogen, while restricting subsidies for fossil fuels.
The EU has also implemented the Green Deal Indus-
trial Plan and the Renewable Energy Financing Mech-
anism to boost investment and ensure benefit-sharing
across member states. EU policy clusters green sub-
sidies into three categories: (i) support for renewable
energy, (ii) incentives for green innovation, and (iii)
phase-out of fossil fuel subsidies. Notably, the EU
has been the most active WTO member in initiating
countervailing investigations in the renewables sector
(%6, p.4). More recently, the EU launched a subsidy
investigation targeting Chinese electric vehicles amid
concerns over injury to its automotive industry’.
China has aggressively pursued green industrial poli-
cies through a combination of legislative reforms?®.
As of 2025, China’s New Energy Law has come into
effect, consolidating various regulations related to re-
newable energy. It focuses on addressing carbon
emissions, ensuring energy security, and promoting
low-carbon development and energy technologies .
Key sectors receiving support include electric vehicles
(EVs), wind turbines, and railway equipment. The EV
sector, in particular, benefits from extensive subsidies,
enabling China to export at highly competitive prices,
prompting the EU to impose countervailing duties
ranging from 17% to 35.3% in October 20233, China
is also the world leader in green credit issuance, reach-
ing USD 3.3 trillion by the end of 2022°3!, and is scal-
ing back support for high-emission industries. Con-
currently, China has brought WTO claims against the
EU and the US, alleging discriminatory green subsidy
practices, particularly in relation to the IRA and elec-
tric vehicles. These disputes remain under WTO re-

view.
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The growing emphasis on green subsidies by the
United States, the European Union, and China reflects
a broader trend of leveraging fiscal policy to promote
renewable energy, clean technologies, and emissions
reduction. However, as these economies implement
large-scale support measures, such as the Inflation Re-
duction Act, the EU Green Deal Industrial Plan, and
China’s industrial strategies, concerns are rising over
their impact on global trade fairness *2. This growing
reliance on subsidies poses key risks to the multilat-
eral trading system: First, it distorts trade by favoring
domestic companies, especially through local content
requirements; Second, it undermines past trade lib-
eralization efforts by weakening market-access com-
mitments; Third, it may trigger retaliatory measures,
escalating subsidy wars and undermining global co-
operation on climate action*?. If governments do not
manage the global race for green leadership carefully,
it could escalate into a subsidy war that distorts in-
ternational trade, hinders innovation in developing
countries, and undermines global cooperation in ad-
dressing climate change.

Amid the intensifying green technology race among
developed countries, Vietnam needs to closely moni-
tor global policy trends to promptly adjust its domes-
tic policies accordingly. This is not only crucial for
ensuring compatibility with international trade regu-
lations but also for protecting Vietnam’s exports from
the risk of trade defense measures imposed by major
trading partners.

Vietnam’s Policies Related to Green Subsidies

Vietnam has increasingly incorporated green subsidy
measures into its domestic legal and policy framework
to promote renewable energy and sustainable devel-
opment. These measures are primarily reflected in
three key areas: (i) green credit policies, (ii) tax in-
centives, and (iii) land use and lease incentives.

Green Credit Policy: Vietnam has actively promoted
green credit through several legal instruments, in-
cluding Decree No. 58/2025/ND-CP, Decree No.
57/2025/ND-CP, the Law on Environmental Protec-
tion 2020, Directive No. 03/CT-NHNN, Decision
No. 1604/QD-NHNN, Decision No. 986/Qb-TTg,
and Circular No. 17/2022/TT-NHNN. Green credit
policies were primarily focused on projects in sectors
such as renewable energy and clean energy, which
accounted for the largest share of green lending 3.
However, this policy carries a high risk of being clas-
sified as an actionable subsidy under the SCM Agree-
ment. Specifically, under Article 1.1(a)(1) of the SCM

Agreement, concessional lending by state-owned or
state-invested commercial banks to renewable energy
projects may constitute a “financial contribution” by
a public body. If such loans confer a specific eco-
nomic advantage, namely, a lower cost of capital than
would be available under market conditions, this may
constitute a “benefit” within the meaning of Article
1.1(b) of the SCM Agreement. Furthermore, where
green credit is disproportionately directed toward re-
newable and clean energy projects, the measure may
be deemed “specific” under Article 2.1(a) or 2.1(c) of
the SCM Agreement.

International practice has already shown relevant
precedent. In 2024, the United States imposed coun-
tervailing duties on imports of solar panels from Viet-
nam, citing preferential loans granted by Vietnamese
state-owned banks as a violation of WTO subsidy
rules. The U.S. argued that the Vietnamese govern-
ment’s substantial ownership and policy-driven lend-
ing constituted a “specific subsidy” This case high-
lights the legal risks Vietnam may face if green credit
policies are not aligned with WTO disciplines. Ac-
cordingly, Vietnam should consider expanding the el-
igibility scope and ensuring transparent and market-
based allocation mechanisms in green credit pro-
grams to reduce the risk of such policies being clas-
sified as actionable subsidies. Tax Incentive Pol-
icy: Vietnam has introduced a number of tax in-
centives to promote investment in environmentally
friendly sectors, particularly renewable energy, in ac-
cordance with the Law on Corporate Income Tax
No. 14/2008/QH12 dated June 3, 2008, as amended
by Law No. 32/2013/QHI13 dated June 19, 2013
and The Draft Law on Corporate Income Tax No.
67/2025/QH15 dated June 14, 2025, adopted by the
National Assembly, is scheduled to take effect on Oc-
tober 1, 2025. These incentives include: a preferential
corporate income tax rate of 10% for 15 years for in-
come derived from the production of renewable and
clean energy; a full tax exemption for up to 4 years;
and a 50% reduction in corporate income tax for up
to the following 9 years. In addition, the Draft Law on
Corporate Income Tax 2025 introduces several new
provisions, including a corporate income tax exemp-
tion for income derived from the first transfer of car-
bon credits after issuance.

Under the WTO’s SCM Agreement, these measures
may qualify as subsidies if they meet four conditions:
(i) a financial contribution through forgone govern-
ment revenue under Article 1.1(a)(1)(ii); (ii) imple-
mented by a government or public body; (iii) confer
a financial benefit to recipients under Article 1.1(b);
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and (iv) are specific to certain sectors such as renew-
able energy under Article 2.1(a) or (c). Except for im-
port/export tax incentives that do not impose export
conditions, other incentives could be considered ac-
tionable subsidies if they are found to cause injury or
distort competition.

Land Use and Lease Incentives: Vietnam currently im-
plements land use and rental incentives for projects
in sectors such as renewable energy, clean energy,
new materials, and energy-efficient products, as stip-
ulated under the 2024 Land Law and the 2020 Invest-
ment Law. Additionally, Decree No. 58/2025/ND-CP
outlines specific incentives for new energy electricity
projects that utilize 100% green hydrogen, green am-
monia, or a combination thereof, supply power to the
national grid, or are the first of their kind. The incen-
tives include full exemption from land and sea area
use fees for up to three years during the basic con-
struction period, and a 50% reduction in sea use fees
for the following nine years.

However, under the WTO SCM Agreement, these
policies may qualify as subsidies if they meet four cri-
teria: (i) the government foregoes revenue that would
otherwise be due - constituting a “financial contribu-
tion” under Article 1.1(a)(1)(ii); (ii) the policy is en-
acted by a public authority; (iii) it confers a clear fi-
nancial benefit to the recipient enterprise under Arti-
cle 1.1(b); and (iv) it is specific - if the incentives are
limited to certain sectors or enterprises under Article
2.1(a) or 2.1(c). As such, these policies carry potential
legal risk and could be subject to WTO dispute settle-
ment proceedings if found to cause adverse effects to
other Members” domestic industries.

Recommendations

Vietnam should implement a coordinated set of two
policy measures:

First, in improving domestic legal and policy frame-
works, Vietnam should ensure that all three categories
of green subsidies, namely green credit policies, tax
incentives, and land use incentives, are carefully de-
signed so as not to fall into the category of prohib-
ited subsidies under Article 3 of the SCM Agreement.
Specifically, these policies must not impose local con-
tent requirements, such as obliging enterprises to pri-
oritize the use of domestic raw materials, technolo-
gies, or services as a condition for receiving govern-
ment support.

This recommendation draws upon precedents from
WTO cases such as Canada - Feed-in Tariff Pro-
gram case, India - Solar Cells, which have consis-
tently held that such local content requirements vi-

olate WTO rules. These measures were found to

breach Article III:4 of the GATT 1994 and Article
2.1 of the TRIMs Agreement, as they discriminated
against foreign goods and services. To that end, im-
plementation mechanisms must be strengthened to
ensure transparency and fairness. Vietnam may also
consider adopting competitive bidding mechanisms
for renewable energy support, similar to the EU’s
Renewable Energy Financing Mechanism (REFM),
which promotes market-based, transparent, and non-
discriminatory allocation of subsidies.

Second, since late 2019, the WTO Appellate Body has
been effectively paralyzed due to the U.S. blocking
the appointment of new judges, leaving it unable to
hear appeals and weakening the WTO’s ability to re-
solve trade disputes*. As a result, countries have in-
creasingly turned to bilateral or plurilateral dispute
settlement mechanisms, including interim arbitration
arrangements and deeper trade agreements, to fill
this gap. Vietnam should advocate for the develop-
ment of specific provisions on green subsidies in next-
generation FTAs, such as the CPTPP and EVFTA. The
inclusion of carve-outs for environmental subsidies
would help establish a clear legal basis for implement-
ing renewable and clean energy support policies in a
transparent and legally secure manner. Criteria such
as one-time disbursement, limits on support intensity,
exclusion of operational costs, alignment with envi-
ronmental objectives, and non-discrimination should
be expressly stipulated. In this way, coordinated re-
forms at the domestic level, active engagement in in-
ternational legal frameworks, and proactive legal de-
sign within FTAs will enable Vietnam to promote a
green transition while safeguarding its national inter-
ests in global trade.

CONCLUSIONS

In response to the challenges of climate change and
the transition to a low-carbon economy, “green sub-
sidies” have emerged as a crucial tool to promote re-
newable energy, clean energy, and sustainable devel-
opment. However, such policies must comply with
WTO rules and new-generation FTAs. This research
clarifies the concept of green subsidies, analyzes in-
ternational practices, and Vietnam’s current policies,
such as green credit, tax incentives, and land use pref-
erences. Based on the above analysis, the study puts
forward two key recommendations as follows: (i) Do-
mestically, Vietnam should revise its green subsidy
policies to align with WTO rules, avoiding prohibited
measures (e.g., local content requirements), ensur-
ing broader eligibility, and enhancing transparency.
It may also consider adopting competitive bidding
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mechanisms like the EU’s Renewable Energy Financ-
ing Mechanism. (ii) Internationally, Vietnam should
advocate for the inclusion of clear provisions on green
subsidies in FTAs like CPTPP and EVFTA. These pro-
visions should define eligibility criteria, support lim-
its, and align with environmental goals to provide le-
gal certainty. Through coordinated domestic reforms
and active legal engagement in FTAs, Vietnam can
promote a green transition while protecting its trade

interests.
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Tro cap xanh trong thuong mai quéc té: Cac thach thiic va mét sé6
dé xuat cho Viét Nam

Dao Gia Phuc’, Nguyén Thi Minh Nghia

TOM TAT

Trg cdp xanh dugc xem a cong cu tai chinh then chét ma cac chinh pht st dung nham thic ddy
cac hoat dong san xudt va tiéu dung bén viing. Cac khoan trg cdp nay khong chi don thuan la hd
trg tai chinh, ma con la nhiing bién phéap cap thiét nham gidm thiéu tac dong tiéu cuc cla hoat
dong kinh té dén moi trusng, khuyén khich viéc st dung nguén nang lugng tai tao va phat trién
cébng nghé xanh. Tuy nhién, méi lién hé gita trg cap xanh va phap lut thuong mai quéc té dat
ra nhiéu thach thuc, dac biét 1a trong khuon khé Hiép dinh vé Trg cap va Bién phéap déi khang
(SCM Agreement) clia T6 chiic Thuong mai Thé gisi (WTO). Cac vu tranh chép da dugc dua ra giai
quyét tai WTO, tiéu biéu nhu an lé Canada - Renewable Energy (DS412), India - Solar Cells (DS456)
va United States - Renewable Energy (DS510), cho thédy rdang mot s6 bién phép trg cdp xanh, dac
biét 14 nhiing bién phap gén vd&i yéu cau vé ham lugng ndi dia, co thé bi coi la khéng phu hop véi
cac quy tac thuong mai quéc té.

D6i vai cac quéce gia nhu Viét Nam trong béi canh hoi nhap sau réng vao nén kinh té toan cau, viéc
thiét k& va trién khai cac bién phap trg cdp xanh can bao dam su can bang gita muc tiéu bao vé
moi trudng va nghia vu tuan thi phap luat thuong mai quéc té. Nhiing thach thic nay dong thoi
anh hudng dang ké dén cac chinh sach nhdm thuc ddy phat trién nang lugng tai tao clia Viét Nam
trong bdi cdnh nudc ta da dua ra céc cam két khi hau quan trong. Chdng han nhu tuyén bé dat
phat thai rong bang 0 vao ndam 2050 va gidm 30% lugng phat thai khi methane vao nam 2030 tai
Hoi nghi lan thir 26 cac bén tham gia Céng udc khung clia Lién Hop Quéc vé Bién déi Khi hau.
Bai viét nay phan tich méi tuong quan gitta trg cap xanh va quy dinh trg cap ctia WTO, danh gia
xu hudng chinh sach lién quan dén trg cdp xanh, déng thai xem xét muic d6 tuong thich clia cac
cong cu chinh sach hién hanh tai Vit Nam va dua ra mot s6 dé xuét cho Viét Nam.

Vién Phdp ludt Quéc té va So sinh, Tur khoa: Trg cdp xanh, T6 chic Thuong mai Thé gisi (WTO), Chinh sdch maéi trudng, Phét trién
Trudng Pai hoc Kinh té - Ludt, bén viing, Chién lugc bdo vé mai trudng cda Viét Nam.
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