Now its the IRS Who Squeezes the
Serviceman-Cost Cutting Rules over
Common Sense
When military personnel are assigned
to an installation that lacks sufficient
government-owned housing or when
they are assigned duty which is not
close to a military base, they must
rent or buy homes on the civilian mar
ket. For years this meant a large per
centage of the nation's military person
nel had to dig into their own pockets
to make up the difference between
their housing allowances and the ac
tual cost of keeping a roof over their
heads.

When

Congress approved

a

variable housing allowance in 1980, it
was heralded as a blessing by both
renters and buyers because it provided
some relief from another out-of-pock
et expense for military families.
For military homeowners, the relief
may be short-lived. The Internal Reve
nue Service has proposed regulations
that would reduce mortgage interest tax
deductions taken by military personnel
purchasing homes. Since the quarters
allowances are nontaxable, the IRS
wants to offset the tax deductions of
home mortgages and property taxes
by the amount of those military tax
free allowances now being used by our
service personnel to buy homes.
Such an action would cause about
272,000 military homeowners to suf
fer a four to seven percent reduction
in purchasing power. Those most af
fected by

this major

compensation

change are the officer and enlisted ca
reer people-the very people in whom
we have the greatest investment in
training and on whom we place the
greatest reliance for maintaining the
readiness and effectiveness of our all
volunteer force.
The treasury stands to gain about
$350 million by reversing the tax ex
empt status of military housing allow
ances. The restoration of comparable
take-home pay would cost about $1.1
billion because pay increases would
have to be made across the board and
not on an individual basis.
Playing games with service mem
ber's pay is no way to keep the ser
vices competitive in recruiting and re
taining high-quality people. The disal
lowance of the deduction for home
owner expense, if permitted, would
have a negative impact on morale and
retention. Any action that affects a
service member's pay removes yet an
other incentive to wear the uniform.
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