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Abstract It is integral to German co-operative federalism that state govern-
ments participate in interstate equalization payments as “indirect marginal ac-
countability” in the federal state, and co-ordinate with the federal government
which maintains uniformity of living conditions as the “full accountability” of
the social state. Federal and state governments jointly control rates of income
tax, corporate tax and VAT as “direct marginal accountability,” when the
payments of relatively rich states are not able to guarantee some minimum
level for relatively poor states. Co-operation between federal and state govern-
ments in public accountability began with the introduction of federal supple-

mentary grants in the early 1950s.

Key words co-operative federalism, interstate equalization payments, marginal
accountability, full accountability, co-operation between federal

and state governments
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