€D PolitiFactGeorgi

Woodall overstates use of flat tax in former
Soviet states

By: Chris Joyner — April 29, 2013

U.S. Rep. Rob Woodall is passionate about the Fair Tax --- a plan to replace the
patchwork of federal income taxes with a "flat" 23 percent sales tax --- so it's not
surprising that it was on his mind when he took to the well of the House earlier this
month.

Woodall introduced a Fair Tax bill in January, after which it was assigned to the House
Ways and Means Committee, where it sits today. Woodall wanted to dislodge it.

The two-term Republican from Lawrenceville calls the Fair Tax a "plan of hope."

"It is a plan to remove the heavy hand of government from your personal pocketbook
and put you in charge of your finances and your life," he says on his congressional
website.

In his 7,400-word speech, Woodall made his case for ditching our current system for a
flat tax. If we did, we'd actually be playing catch-up, Woodall said.

"I look at what's happened in those former Soviet Bloc countries, Mr. Speaker," Woodall
said April 16 in a House speech. "Do you know those former Soviet Bloc countries have
all moved to flat taxes?"

It is particularly galling to Woodall that the countries of the late Evil Empire have
adopted this Reagan-era notion ahead of the United States. That is, of course, if it's true.

A small problem with checking Woodall's claim is his terminology.

There is the former Union of Soviet Socialist Republics, which is one set of countries, and
there's the Eastern Bloc, which included much of Eastern Europe. "Soviet Bloc" is a kind
of hybrid of the two, but out of caution, we will assume Woodall was talking about the 15
countries left behind when the USSR dissolved.

Many of those countries have adopted the flat tax, but five --- Armenia, Azerbaijan,
Moldova, Tajikistan and Uzbekistan --- have not.

Woodall declined to elaborate on the speech when PolitiFact contacted his office. His
office pointed PolitiFact to a story in The Economist listing the 10 former Soviet
republics with flat taxes.

Daniel Mitchell, a flat tax advocate and senior fellow at the conservative Cato Institute,
said Woodall was mistaken when he claimed every former Soviet nation had adopted the



flat tax, but he said the idea has been "amazingly pervasive" in that part of the globe.
Mitchell suspects their experiment with communism may be a reason.

The former Soviet states have been governed by people who are less susceptible to class
warfare ideology. That's been a big factor, he said in an email exchange. "After suffering
for decades under communism, there's less sympathy for a redistributionist agenda."

That outlook made it easier to embrace a flat income tax, rather than a system that is
graduated by income level, Mitchell said.

Estonia, a country of 1.3 million, was the first of the former Soviet republics to pass a flat
tax in 1994, with Lithuania and Latvia close behind. Since then, Russia and six other
former Soviet countries have joined suit.

Mitchell said competition for international investment has been a factor.
"Among the policy elite, the flat tax was seen as leading to more domestic growth, but I
think they mostly saw the flat tax as a shortcut way of attracting capital from the

outside," he said. "Sort of a shortcut to more prosperity."

The trend is not restricted to the former Soviet states. Some former satellite states have
instituted a flat tax and some, such as Slovakia, had it and then scrapped it.

A final bit of context: Those nations with a flat tax still tax income. Woodall's Fair Tax
would tax sales, which is a different conversation.

So Woodall was mistaken when he said all "Soviet Bloc" countries have embraced the flat
tax. Many former communist countries, however, have adopted flat taxes, which was his
larger point.

We rate the congressman's claim Half True.



