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Abstract Summary

Geographic constraints in green electricity accounting are receiving increasing attention,
yet empirical evidence on how stricter locational matching rules would operate in
integrated electricity and certificate markets remains limited. This study examines how
geographically unconstrained certificate markets interact with physically constrained
electricity systems and how stronger geographic constraints would affect green electricity
accounting. 

Focusing on Germany, the largest net importer in the European Guarantees of Origin
market, this study examines how physical electricity and certificate imports interact and
how stronger geographic constraints would affect green electricity accounting at both the
market and supplier level. Therefore, we combine proprietary data on GO cancellations
with publicly available data on cross-border electricity flows for 2016–2024.

The results show substantial misalignment between certificate and electricity flows, with
imported certificates exceeding electricity imports throughout the observation period. Ex-
post introduction of geographic constraints improves alignment but reveals a pronounced
trade-off. Stricter constraints reduce or eliminate positive import misalignment, but also
substantially reduce certificate availability. Supplier-level effects are highly uneven,
indicating significant differences in vulnerability depending on sourcing strategy.

Overall, the findings provide limited support for strict locational rules such as domestic-
only sourcing or similarly narrow geographic restrictions, as these tend to induce
substantial liquidity shortages. More moderate designs, such as country-specific import
caps, appear better suited. From a policy perspective, this suggests that geographic
constraints should reflect cross-border electricity relationships rather than concentrate on
narrowly defined regions. Moreover, national rules governing domestic certificate issuance
should be reviewed in light of potential import restrictions.
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