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At a Glance

Veterans who served during the Vietnam War—including those who were deployed

to combat zones and those who served elsewhere—constitute the last cohort of service
members that was subject to a draft. More than 6 million of the nearly 9 million people
who served on active duty during the war are still living.

The Congress and those veterans themselves have expressed concern about the lifelong
effects of that military service, but little is known about their financial security now that
most have left the labor force. The Congressional Budget Office compared the income
of male Vietnam veterans with the income of male nonveterans the same ages. (Very few
Vietnam veterans were women.) CBO found that:

® On average, Vietnam veterans in 2018 had roughly the same income as nonveterans
their ages: $63,300 and $65,000, respectively. For veterans and nonveterans age 71—
the modal, or most common, age of veterans—average income was also about the same.

® About 1.3 million Vietnam veterans, nearly 25 percent, collected disability compensation
from Department of Veterans Affairs (VA) in 2018; their average annual payment was
$18,100. Those payments boosted average income for all Vietnam veterans by $4,300.
When those payments are excluded, veterans’ income averaged $59,000, 9 percent less
than nonveterans’ income.

® The gap between the average income of veterans and nonveterans was largest for men
in their mid-60s. It was smaller for older men: Veterans older than 71 had, on average,
more income than nonveterans of the same age. That was true whether or not disability
payments from VA were included in income.

® In general, Vietnam veterans received more money from Social Security and retirement
plans than nonveterans; nonveterans had more earnings and more investment income.
Those differences probably arose from differences in the types of employers and jobs
that members of each group had over their working lives.

® Income was distributed more evenly among Vietnam veterans than among nonveterans.
In other words, the percentages of Vietnam veterans in the highest and lowest income
categories were smaller, and the percentages in the middle categories were larger, than
those for nonveterans.

www.cbo.gov/publication/56679
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Notes

Unless this report indicates otherwise, all years referred to are federal fiscal years, which
are designated by the calendar year in which they end. Since 1977, federal fiscal years have
run from October 1 to September 30. Before 1977, federal fiscal years ran from July 1 to
June 30. Years from the American Community Survey refer to calendar years.

To remove the effects of inflation, the Congressional Budget Office adjusted dollar values
with the gross domestic product price index from the Bureau of Economic Analysis. All
dollar values are expressed in 2018 dollars unless otherwise noted.

This report uses the terms spending and payments to refer to outlays, which are payments
by the federal government to meet a legal obligation. Outlays may be made for obligations
incurred in a prior fiscal year or in the current year.

Numbers in the text, tables, and figures may not add up to totals because of rounding.

On the cover: Marines from the Third Division move along a flooded rice paddy in Chu
Lai, Vietnam, on July 16, 1965. Photo courtesy of the Department of Defense.




Vietnam Veterans’ Income in Retirement

Summary

In this report, the Congressional Budget Office looks at
the income of male Vietnam veterans now that most of
them have reached retirement age.! (Very few Vietnam
veterans were women.) More than 6 million of those
men—some of whom were drafted and others who
volunteered—are still alive. Previous research showed
that veterans earned less for a decade after the war ended
because of their military service but caught up to non-
veterans by the early 1990s.? But since then, as veterans
have left the labor force, their sources of income have
changed, including compensation and benefits from the
Department of Veterans Affairs (VA), and little is known
about veterans’ current financial status. Lawmakers and
others have expressed concern about their well-being.

What Did CBO Find?

In 2018, the average income of Vietnam veterans and
nonveterans was roughly comparable: For veterans, who
were 63 to 78 years old at that point, it was $63,300,
slightly less than the $65,000 average for nonvet-

erans. The veterans average includes the disability

1. In this report, the term Vietnam veteran refers to any male
veteran who served on active duty in the military during the
Vietnam War, regardless of the type or location of service. The
available data do not distinguish between the 40 percent of
veterans who were deployed to combat zones and those who
served in the United States or in other locations overseas. When
referring to nonveterans, this report means any man who was
between the ages of 63 and 78 in 2018 and who did not serve on
active duty in the U.S. armed forces.

2. Two studies focused on the causal effects of military service on
the earnings of Vietnam veterans born between 1950 and 1953
who had been subject to a draft lottery. See Joshua D. Angrist,
Stacey H. Chen, and Jae Song, “Long-Term Consequences of
Vietnam-Era Conscription: New Estimates Using Social Security
Data,” American Economic Review, vol. 101, no. 3 (May 2011),
pp- 334-338, https://dx.doi.org/10.1257/aer.101.3.334; and
Joshua D. Angrist, “Lifetime Earnings and the Vietnam Era
Draft Lottery: Evidence from Social Security Administrative
Records,” American Economic Review, vol. 80, no. 3 (June 1990),

pp. 313-336, www.jstor.org/stable/2006669.

compensation that some receive from VA. With that dis-
ability compensation excluded, veterans’ average income
was $59,000, 9 percent less than nonveterans’ average
income.

The income gap between veterans and nonveterans was
largest for men in their mid-60s; on average, Vietnam
veterans who were age 72 or older in 2018 had more
income than nonveterans, whether or not VA’s disability
compensation was included. For veterans and non-
veterans age 71—the modal, or most common, age of
veterans—there was little or no gap in average income
(see Figure 1).

Veterans age 72 or older had more income than younger
veterans because those older veterans probably earned
more during their working years. Older veterans gen-
erally had spent more years in the military, had higher
levels of education, and probably differed in other ways
that are harder to measure—such as skills learned in the
military or sense of purpose. Those characteristics could
affect their income in retirement.

In general (and at age 71), veterans received more
income from Social Security and retirement plans than
nonveterans, and nonveterans had higher earnings and
more income from investments. The differences probably
arose from the types of jobs veterans and nonveterans

held.

With VA’ disability compensation excluded, income was
distributed more equally among Vietnam veterans than
among nonveterans. In comparison with nonveterans, a
smaller share of veterans’ income was in either the lowest
or highest quintile (fifth) of income, and a larger share
was in the middle three quintiles, for all men ages 63 to
78. For veterans who received VA’s disability payments in
addition to their other income, the average annual pay-
ment was $18,100. Those disability payments made their
income higher than other veterans’ income, on average.
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Figure 1.

Average Income of Vietnam Veterans and Nonveterans at Age 71, 2018

2018 Dollars
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Source: Congressional Budget Office, using data from the American Community Survey and the Department of Veterans Affairs.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

The Department of Veterans Affairs provides tax-free disability compensation to veterans with medical injuries or conditions that were incurred or
aggravated during active-duty military service. Other income sources may be subject to taxation.

VA = Department of Veterans Affairs.

Whose Income Did CBO Examine?

CBO looked at male veterans who served on active

duty during the Vietnam War and were between the
ages of 63 and 78 in 2018, about 5.4 million veterans.
That group included most of the veterans who served
during the peak years of the war. Only those members
of the National Guard and reserves who were activated
during the war—roughly 25,000 men—were consid-
ered Vietnam veterans. CBO excluded women from its
analysis because they were a very small share of Vietnam
veterans in 2018 (4 percent). Veterans who did not serve
during the Vietnam War were excluded from the samples

that CBO analyzed.

Of the nearly 9 million people who served, 3.4 mil-

lion were deployed to Vietnam or to other countries in
Southeast Asia where the war was waged. (The rest were
located in the United States or on overseas bases outside
the war zone.) Less than one-quarter of those who served
were drafted, but a disproportionate share of draftees
served in Southeast Asia. In many aspects, the makeup of
the military reflected the young male population in the

United States at that time: Most service members were
White and had a high school education.

How Did CBO Analyze Income?

CBO used data from the Census Bureau’s

2018 American Community Survey (ACS) to estimate
income from different sources for Vietnam veterans and
nonveterans ages 63 to 78. The ACS is one of the biggest
surveys that the Census Bureau administers, reaching
roughly 1 in 40 U.S. households each year. CBO relied
on the ACS because it samples a large number of vet-
erans, and its data on income information are about as
accurate as data from other national surveys that also
report veteran status.

CBO examined the selected group of veterans and non-
veterans at two points in time: 2008 and 2018. In 2008,
most were still working but near the end of their careers.
CBO calculated earnings in that year because earnings
are closely linked to retirement income. At the second
point, 2018, most of the group were no longer working.

CBO did not quantify the potential effects of different
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factors such as education and work experience that
strongly influence the amount and sources of income.

At the second point in time, 2018, CBO focused on
four sources of income common to veterans and non-
veterans—earnings, Social Security, investments, and
retirement plans. For veterans, the agency also calculated
income with and without disability compensation paid
by VA. In 2018, about 1.3 million Vietnam veterans ages
63 to 78 received that compensation because of medical
conditions or injuries incurred during their military ser-
vice. CBO’s estimates of VA’s disability payments relied
on data from both the ACS and VA.

What Are the Limitations of the Report?

CBO’s study has limitations that are common to any
analysis based on survey data. Some income is reported
incorrectly, and CBO used statistical methods to
improve the accuracy of results. In addition, the report
is an incomplete picture of veterans’ overall finances
because CBO did not examine all types of income. But
in describing veterans’ regular sources of income in
retirement, it contributes to a greater understanding of
their financial security and can inform Congressional
decisions about support for veterans.

The Vietnam War and the U.S. Military
Although America was involved in Vietnam for more
than 10 years, the conflict itself is often considered

to run from August 1964 to January 1973.> On

August 7, 1964, the Congress passed the Gulf of Tonkin
Resolution, which allowed the President “to take all nec-
essary steps, including the use of armed force” to prevent
further attacks against the United States. On January 27,
1973, the Paris Peace Accords were signed, including

a cease-fire and a timetable for the withdrawal of U.S.
troops. Within 90 days of that agreement, U.S. ground
troops had withdrawn from Vietnam. South Vietnam
surrendered to North Vietnam in April 1975, and the

last Americans were evacuated.

3. Because there was no official declaration of war, government
entities, national surveys, and researchers define the start and end
dates of the Vietnam War differently. CBO uses August 1964
and January 1973 as the start and end points for the war. Those
dates are also used by the Department of Veterans Affairs, the
Department of Defense, and the Selective Service, although not
consistently. For example, the qualification dates for some types
of benefits are different.

More than 8.5 million men, or about one-third of those
eligible for military service, served in the U.S. armed
forces during the Vietnam War.* The first ground troops
were sent to Vietnam in March 1965; their number
peaked in 1968 at nearly 550,000. In total, 3.4 million
men were deployed to Southeast Asia on combat tours
that typically lasted for one year.

As military operations escalated, the annual number

of new enlisted personnel roughly doubled in the first
two years of the war (see Figure 2). In all, more than

6 million service members joined the military during the
Vietnam War.

Less than 25 percent of the personnel who served during
the Vietnam War were drafted; the others were volun-
teers. Service members generally reflected America’s
young male population. In 1965 and thereafter, a
majority of the armed forces were White males with
high school diplomas, age 35 or younger. Men who

had joined the military before the war began and served
during the Vietnam conflict were likely to be more edu-
cated than the average service member and to complete a
military career.

Composition and Quality of the Military

As in previous eras, men had to meet physical, moral,
and mental standards to enter the military. Performance
on aptitude tests and high school attainment were the
two primary ways the Department of Defense (DoD)
measured the quality of the enlisted force—the mental
attributes that contribute to productivity and capability
in the military. Aptitude tests predicted whether recruits
would complete training and receive promotions in the
service, and educational attainment was shown to predict
later job performance.

Accessions (new enlisted personnel) were at neither the
top nor the bottom of their generation in terms of mea-
surements of ability, although the need to pass a medi-
cal examination meant that they were healthier. Fewer
accessions scored among the top 10 percent on aptitude
tests than young male adults generally, and the military
did not accept applicants who scored in the bottom

10 percent. About 70 percent of accessions held a high

4. Fewer than 300,000 women served in the Vietnam era. Women’s
participation was capped at 2 percent of enlisted personnel until
1967, when a new law removed the cap (Public Law 90-130;

81 Stat. 374).
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Figure 2.
Draftees and New Enlisted Personnel During the Vietnam War
Number of Personnel
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Source: Congressional Budget Office, using data from the Department of Defense and the Selective Service System.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973. The Department of Defense estimates the number of new enlisted
personnel (accessions) it will need each year to maintain specific force levels. The values shown here apply to new enlisted personnel without prior

military service.

school diploma or higher, compared with slightly more
than 75 percent of all men ages 20 to 29.> Accessions
were likely to be more physically fit than nonveterans
their age; in calendar year 1970, for instance, nearly

10 percent of potential volunteers who completed a
comprehensive physical examination were disqualified
for medical reasons.®

The overall quality of the enlisted forces differed depend-
ing on when they had joined the military. In 1965, about
half of all active-duty personnel had already completed

at least four years of service and were more likely to stay
in the military for a full career (20 years) than wartime
accessions. Members of the former group received more
training than new enlisted personnel over their careers,

had more qualifications, and probably differed in other

5. See Richard Cooper, Military Manpower and the All-
Volunteer Force, R-1450-ARPA (RAND Corporation, 1977),
www.rand.org/pubs/reports/R1450.html.

6. See David Chu and Eva Norrblom, Physical Standards in an All-
Volunteer Force, R-1347-ARPA/DDPAE (RAND Corporation,
1974), www.rand.org/pubs/reports/R1347.

ways as well, such as in their desire to serve in the
military. For instance, in 1965, about 82 percent of all
enlisted personnel (careerists and new personnel) held at
least a high school diploma, higher than the average for

accessions.

The officer corps was both more educated and bet-

ter paid than enlisted men: All officers commissioned
during the war held high school diplomas, and the vast
majority had earned college degrees. However, the corps
was much smaller than the enlisted force: Fewer than
500,000 officers were commissioned during the war,
CBO estimates.

The Draft

About 1.9 million men were drafted during the Vietnam
War, less than one-quarter of all those who served and
less than one-half of accessions. Most draftees went into
the Army and were deployed to Southeast Asia. The most
common length of service was two years.

In the early years of the war, the draft followed the same
basic system used since World War II, relying on local
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draft boards to select candidates. Men who registered
for the draft were typically granted deferment if they
had children or other dependents, were in college, or
held jobs that were in the national interest. Exemptions
(disqualification for medical or other reasons) were com-
mon.” Draftees were 20 to 21 years old, on average.

As the population of young men grew in the early 1960s
(because of the post-World War II baby boom), the use
of deferments expanded: By 1968, one-third of men who
registered for the draft received deferments, up from just
13 percent in 1958. The largest category of deferment
(4.1 million) was for men with dependents, followed by
those who were enrolled in college (1.8 million).?

As the war escalated, opposition to the draft intensified
and concern about the fairness of deferments and exemp-
tions increased. Educational deferments for college, in
particular, were thought to favor the affluent.

A national commission in 1966 recommended replacing
the existing system with a nationwide lottery, among
other changes. The first lottery, in December 1969,

was for men born between January 1, 1944 and
December 31, 1950 (ages 19 to 25). In the early

1970s, occupational, agricultural, new-paternity,

and new-student deferments were largely eliminated.
Nevertheless, an individual’s chance of being drafted
declined, both because draft calls decreased substantially
in the 1970s and because later lotteries only considered
men who would turn 20 years old in their enlistment
year. In December 1972, the Selective Service System
held its final lottery; on July 1, 1973, legal authority to
draft men into the military expired.

7. In 1965, President Johnson made a significant change to the
system when he repealed the exemption for married men
(Executive Order 11241).

8. It was also possible to avoid military service by evading the draft.
Some men avoided military service by deliberately failing the
physical exam or by joining the National Guard and reserves,
from which few men were activated. One source calculated
that more than 15 million men were deferred, exempted, or
disqualified, and about 600,000 were apparently draft offenders.
See Lawrence M. Baskir and William A. Strauss, Chance and
Circumstance: The Draft, the War and the Vietnam Generation
(Alfred A. Knopf, 1978); and George Flynn, 7he Draft: 1940—
1973 (University Press of Kansas, 1993).

Volunteers

Volunteers made up the remaining three-quarters of
service members during the war. Some of those who
enlisted during the war did so to avoid being drafted:
Unlike draftees, volunteers could choose a service branch
that might reduce their risk of being deployed (although
volunteering also increased the length of an enlistment).
Others joined in part because the pay and benefits were
reasonable compared with civilian options. For enlisted
careerists, pay was typically about 85 percent of the
median pay (the midpoint value in the pay range) of
White high school graduates of comparable ages for most
of the war. In the 1960s, junior enlisted personnel were
paid much less than most of them could have earned
elsewhere, but pay raises in the early 1970s brought
their income into rough parity with the private-sector
wages of young high school graduates.” Officers’ pay
was consistently above the median pay of White college
graduates. The military also offered additional pay to
some men with special skills or who were in occupations
with shortages.

Nor was income the only inducement to serve. The mil-
itary offered occupational training and educational ben-
efits. Additional benefits that were typically not found
in the private sector included free medical care, low-
cost groceries and merchandise from commissaries and
exchanges, and on-base bowling alleys, movie theaters,
and gyms. Other, less quantifiable aspects of military
service—such as patriotism—also attracted volunteers.

Characteristics of Vietnam Veterans in 2018
Various characteristics—including age, education, and
health—influence the type and amount of income adults
have during their working years and in retirement.
Vietnam veterans differed from nonveterans in several
ways.

CBO examined male veterans ages 63 to 78 (mostly born
between 1940 and 1955) who served during the Vietnam
War, about 85 percent of the more than 6 million vet-
erans of that era who were still alive in 2018. Veterans
born before 1940 probably spent a substantial portion

of their careers serving in the peacetime era before that
war, and those born after 1955 would have been part of

9. Military pay refers to regular military compensation, which
includes basic pay, tax-exempt allowances for housing and
food, and an estimate of the tax benefit associated with those
allowances.
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the all-volunteer force. Members of the National Guard
and reserves were not considered Vietnam veterans unless
they served on active duty during the war. Veterans who
did not serve during the Vietham War were excluded
from the samples that CBO analyzed. Women were
excluded because they composed just 4 percent of
Vietnam veterans in 2018. Because the ACS does not ask
whether the veterans were drafted or where they served,
CBO did not incorporate those factors in its analysis.

The average Vietnam veteran was more likely than the
average nonveteran to have a high school degree, to

be White, to be a U.S. citizen, and to report a serious
impairment in his ability to function (see Table 1). Such
functional disabilities did not necessarily qualify veterans
to receive disability compensation from VA.

Age

Vietnam veterans were, on average, older than men in
the same age group who did not serve. Veterans’ age
distribution was bell-shaped because a large number of
18- to 23-year-olds entered military service during the
height of the war (1966 to 1969). Fewer service mem-
bers joined before 1965 or later in the war, so veterans
in 2018 were most commonly in their late 60s and early
70s (see Figure 3). Veterans’ modal age was 71. Nearly
45 percent of all men age 71 were veterans.

In contrast to veterans’ age distribution, the distribu-
tion of nonveterans was highest at age 63 and tailed
off. Through 2000, the mortality rate for all Vietnam
veterans in the sample was similar to the mortality
rate for nonveterans, according to the limited evidence
available.!”

10. For more information on the mortality rates of Vietnam
veterans, other veterans, and nonveterans, see Joshua D.
Angrist, Stacey H. Chen, and Brigham R. Frandsen, “Did
Vietnam Veterans Get Sicker in the 1990s? The Complicated
Effects of Military Service on Self-Reported Health,” Journal
of Public Economics, vol. 94, no. 11-12 (December 2010),
pp- 824-837, https://dx.doi.org/10.1016/j.jpubec0.2010.06.001;
Janet Wilmoth, Andrew S. London, and Wendy M. Parker,
“Military Service and Men’s Health Trajectories in Later Life,”
The Journals of Gerontology: Series B, vol. 65B, no. 6 (2010),
pp. 744[1755, https://dx.doi.org/10.1093/geronb/gbq072;
and Tegan K. Catlin Bochmer and others, “Postservice
Mortality in Vietnam Veterans: 30-Year Follow-up,” Archives
of Internal Medicine, vol. 164, no. 17 (2004),pp. 1908-1916,
heeps://tinyurl.com/y6d8pvhe.

Education

Vietnam veterans had a different pattern of educational
attainment than nonveterans. Although enlisted person-
nel were a little less likely than nonveterans to have a
high school diploma when they entered military service,
by 2018 Vietnam veterans were much more likely to
have completed a high school education or some college.
That was partly because DoD and VA offered financial
assistance to help service members and veterans further
their education. For instance, more than 200,000 sol-
diers in the Army earned a high school diploma or

its equivalent (a general educational development
credential), many under the Pre-discharge Education
Program.'! In addition, almost five million Vietnam vet-
erans used the GI Bill for further education or training.'?
However, a greater share of nonveterans than veterans
completed a postsecondary degree (36 and 27 percent,
respectively). The veterans” share was even smaller for
those younger than 72. Although some evidence shows
that many men enrolled in postsecondary programs
partly in an effort to avoid military service, the draft had

little effect on whether they completed those programs.'?

11. See Karl E. Cocke, Department of the Army Historical Summary:
Fiscal Year 1974, (Center of Military History, 1978), pp. 120—
121, https://go.usa.gov/xGSAG. In addition, in its 1979 Annual
Report, VA stated that more than 800,000 active duty personnel
and veterans who had neither completed high school nor received
an equivalency certificate enrolled in courses or other special
assistance programs “to overcome those education disadvantages.”
See Administrator of Veterans Affairs, 1979 Annual Report,
www.va.gov/vetdata/docs/FY1979.pdf (21.7 MB).

12. Among other benefits, under the first GI Bill, the Servicemen’s
Readjustment Act of 1944, the government fully covered tuition
and living expenses for most four-year undergraduate programs
in the mid- to late 1940s. Similarly comprehensive GI Bills were
enacted for the Korean and Vietnam wars.

13. David Card and Thomas Lemieux have estimated that draft
avoidance raised college attendance rates by 4 to 6 percentage
points in the late 1960s and increased the share of men with
a college degree. But those increases were offset by an overall
decline in college attendance among those born in the 1950s.
Factors such as changes in the perceived returns to education
presumably depressed college enrollment. See David Card and
Thomas Lemieux, “Going to College to Avoid the Draft: The
Unintended Legacy of the Vietnam War,” American Economic
Review, vol. 91, no. 2 (May 2001), pp. 97-102, https://dx.doi.
org/10.1257/aer.91.2.97. School attendance by service members
was also high: The Army reported that participation in its
educational programs for active personnel, including college
completions, had never been as high as it was in fiscal year 1974.



OCTOBER 2020

VIETNAM VETERANS’ INCOME IN RETIREMENT

Table 1.

Characteristics of Vietham Veterans
and Nonveterans Ages 63 to 78, 2018

Percent
Characteristic Veterans Nonveterans
Educational Attainment
Did not complete high
school® 5 15
High school® 30 25
Some college 38 24
Bachelor’s degree or
higher 27 36
U.S. Citizen 100 95
Married 68 69
Racial or Ethnic Group
White 82 74
Black 10 9
Hispanic® 5 10
Other 3 7
Geographic Region
Northeast 15 19
Midwest 22 21
South 40 37
West 23 23
Functionally Disabled¢ 32 24
Employed 33 41
Memorandum:
Total Population 5,423,900 14,944,600
Number in Sample 68,400 178,200

Source: Congressional Budget Office, using data from the American
Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January
1973.

Data for Vietnam veterans were weighted to match the age distribution
of nonveteran men. The median age of Vietnam veterans in 2018 was
70 and of nonveterans was 68.

a. Includes men who completed grade 12 but received no diploma.

b. Includes men who received a general equivalency diploma or
alternative credential.

c. Includes anyone who reported Hispanic ancestry; the other three
categories exclude that group.

d. Men were considered functionally disabled if they reported serious
difficulty hearing, seeing, remembering, moving (such as walking or
climbing stairs), or problems with self-care or independent living.

Ethnicity and Geographic Distribution

Vietnam veterans were more likely than nonveterans to
be White and less likely to be Hispanic. Roughly equal
percentages of veterans and nonveterans were Black.
However, a slightly larger share of Black men than White
men joined the enlisted ranks in the early 1970s.2 (In
today’s military, the share of non-Whites who enlist is
bigger than in the Vietnam era, partly because a larger
share of U.S. youth are not White.) Like veterans of
other eras, Vietnam veterans have tended to live and
retire in the South, where large active-duty populations
are located. Only a small share of all men, both Vietnam
veterans and nonveterans, lived in rural communities.

Health

Vietnam veterans were more likely than nonveterans to
report functional disabilities—impairments that restrict
someone’s ability to work or undertake daily activities.'®
Although veterans would have had to meet the military’s
health and physical fitness standards, serious injuries
and medical impairments may be more common among
them because of intense physical training or experiences
during deployment and combat. Research has confirmed
that Vietnam veterans have more health problems and
functional disabilities than nonveterans, including hear-
ing loss, hepatitis C, and post-traumatic stress disorder.!®

14. The share of Black men in the enlisted ranks was substantially
higher in the early years of the all-volunteer force. See Richard N.
Cooper, Military Manpower and the All-Volunteer Force, R-1450-
APPA (RAND Corporation, 1977), p. 210, www.rand.org/pubs/
reports/R1450.html.

15. For this analysis, a respondent was considered functionally
disabled if he answered yes on the American Community Survey
(ACS) to at least one of six questions regarding serious difficulty
with hearing, seeing, remembering, moving (such as walking or
climbing stairs), self-care, or independent living.

16. Studies have found higher rates of post-traumatic stress disorder
(PTSD) among Vietnam veterans, though estimates differ. One
study estimated that 15 percent of all male Vietnam veterans
had combat-related PTSD in 1988; another study found a
9 percent rate of PTSD in 1988. (About 4 percent of all men
develop PTSD at some point in their lives.) See Richard A. Kulka
and others, 7he National Vietnam Veterans Readjustment Study:
Tables of Findings and Technical Appendices (prepared by Research
Triangle Institute for the Veterans Administration, November
1988), https://go.usa.gov/xGSE8 (PDE 22.9 MB); Bruce P.
Dohrenwend and others, “The Psychological Risks of Vietnam
for U.S. Veterans: A Revisit With New Data and Methodologies,”
Science, vol. 313, no. 5789 (August 18, 2006), pp. 979-982,
https://dx.doi.org/10.1126/science.1128944; and Department
of Veterans Affairs, National Center for PTSD, “How
Common Is PTSD in Adults?” (accessed October 14, 2020),
www.ptsd.va.gov/understand/common/common_adults.asp.



8 VIETNAM VETERANS’ INCOME IN RETIREMENT

OCTOBER 2020

Figure 3.

Age Distribution of Vietnam Veterans and Nonveterans, 2018
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Source: Congressional Budget Office, using data from the American Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Some evidence suggests that those differences in health
are increasing as the population ages. It is not certain,
however, to what extent health problems are the result of
military service.!”

Just over 40 percent of the veterans who reported func-
tional disabilities on the ACS received disability pay-
ments from VA, which may be awarded to veterans with
a medical condition that developed or worsened during
their service.'"® VA determines whether veterans qualify
for such service-connected disability payments and the
amount of payment they receive. Service-connected dis-
abilities are not necessarily functional disabilities—they

17. See Joshua D. Angrist, Stacey H. Chen, and Brigham
R. Frandsen, “Did Vietnam Veterans Get Sicker in the
1990s? The Complicated Effects of Military Service
on Self-Reported Health,” Journal of Public Economics,
no. 94, issue 11-12 (December 2010), pp. 829-839,
hetps://dx.doi.org/10.1016/j.jpubec0.2010.06.001; and Lynn H.
Gerber and others, “Disability Among Veterans: Analysis of the
National Survey of Veterans (1997-2001),” Military Medicine,
vol. 181, no. 3 (March 2016), pp. 219-226, https://dx.doi.
org/10.7205/MILMED-D-14-00694.

18. It is unclear whether veterans with a service-connected disability
rating are more or less likely to report functional disabilities than
nonveterans or than veterans without disability ratings.

may not substantially affect a veteran’s ability to work or
perform day-to-day activities.

Compared with other men the same age in 2018,
Vietnam veterans were less likely to work. In a recent
study, researchers at CBO and the Urban Institute
determined that older workers with little education, poor
health, other income sources (besides earnings), or with
health insurance were the most likely to retire early."”
Several of those categories apply to many veterans.

CBO’s Approach to Analyzing

Veterans’ Income

To quantify the income of Vietnam veterans and nonvet-
erans, CBO analyzed ACS data from 2008 and 2018.%
The ACS is among the largest of the Census Bureau’s

19. See Richard Johnson and Nadia Karamcheva, “What Determines
Gradual Retirement? Differences in the Path to Retirement
between Low- and High-Educated Older Workers” (paper
presented at the Allied Social Science Association Annual
Meeting, Chicago, January 6-8, 2017).

20. The most recent data available at the time of analysis were for
2018. For the ACS data and its documentation, see Census
Bureau, U.S. Census Data for Social, Economic, and Health
Research, “IPUMS-USA: Version 10.0” (accessed September 1,
2020), https://dx.doi.org/lo. 18128/D010.V10.0.
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surveys, reaching about 2 million households each year,
and is designed to represent the entire U.S. population.
Households in the ACS survey provide information on
demographics, employment status, education, disabil-
ities, and military service, among other topics. More
than 75,000 male veterans who said they served during
the Vietnam War were interviewed for the 2018 ACS.?!
(CBO used the ACS’s survey weights to estimate data for
all male Vietnam veterans and nonveterans.)

CBO chose the ACS after examining the Current
Population Survey and the Survey of Income and
Program Participation. The ACS covers more veter-
ans than those surveys and is about as accurate, CBO
concluded.

To determine VA’s disability payments, CBO analyzed
administrative data from VA, partly because VA’s disabil-
ity compensation is mingled with several other types of
income in a residual category on the ACS.

CBO examined five sources of regular income: earnings,
Social Security, retirement plans, investment income,
and disability payments from VA. Onetime payments
such as inheritances or home sales were excluded.?? The
first four income sources CBO studied were common to
all men; the fifth, disability compensation, could only be
received by veterans.

21. The ACS asks whether the respondent ever served on active duty
in the armed forces, reserves, or National Guard. For those who
answer yes, a follow-up question asks when the respondent served
on active duty. ACS defined those on active duty between August
1964 and April 1975 as Vietnam veterans. The vast majority of
respondents in the sample who reported military service during
that period would have been in the active component because
only about 25,000 reservists were mobilized in the Vietnam War.

22. All income amounts are for the 12 months preceding the survey
period. Respondents reported slightly different 12-month
periods depending on the time of year that they were surveyed.
For simplicity, CBO treated all income responses as being for
calendar years 2008 and 2018. For income received jointly by
household members, respondents were directed to report each
person’s share if possible; otherwise, respondents were asked to
assign the entire amount to one person. Income from self-
employment and from investments may have a negative value.
Values were top-coded at the 99.5th percentile in respondents’
respective states: Higher amounts were expressed as the state
average above the listed top-code value for that specific survey
year.

® FEarnings. Earnings were defined as money an
employee received in the form of wages and salaries
(including tips, commissions, and bonuses) and self-
employment income from a business, professional
practice, or farm after subtracting business
expenses from gross receipts. (No distinction was
made between incorporated and unincorporated
businesses.)

®  Social Security. ACS included retirement, disability,
and survivors benefits, and payments made by the
U.S. Railroad Retirement Board. (Railroad workers
who qualify for retirement benefits do not participate
in the Social Security program.)

® Investments. The category included income from
assets: interest, dividends, royalties, rents, and income
from estates or trusts.

® Retirement Plans. ACS defined retirement plans as
pensions in the form of defined benefit and defined
contribution plans from companies, unions, and
federal, state, and local governments (including the
military); individual retirement accounts; Keogh
plans; and any other type of pension, retirement
account or annuity. Pensions paid to survivors and
disability pensions were included.

® Disability Compensation From VA. That
compensation went to veterans with medical
conditions or injuries that were incurred or
aggravated during active-duty military service.

CBO did not include income from other sources
reported in the ACS, such as alimony, public assistance,
Supplemental Security Income, or VA’s pensions for
low-income wartime veterans. Those sources accounted
for less than 5 percent of total income for the men in
this analysis. For instance, less than 3 percent of Vietnam
veterans collected pensions from VA, according to that
agency. In addition, the accuracy of reporting on those
other sources of income was unclear.

CBO focused on broad trends and did not quantify
the net effects of education, race, ethnicity, workforce
experience, and other characteristics that exert a strong
influence on the amount and sources of income people
receive. Similarly, CBO did not examine other financial



410 VIETNAM VETERANS' INCOME IN RETIREMENT

OCTOBER 2020

measures such as debt or expenses. Other studies have
examined veterans’ wealth and financial well-being.*

Survey data vary from year to year, so reporting of
income fluctuates annually. However, CBO conducted a
sensitivity analysis that indicated the results for 2017 and
2018 did not differ substantially from each other.

Vietnam Veterans’ Earnings in 2008

To help understand Vietnam veterans’ income in retire-
ment, CBO examined their earnings in 2008, when well
over half of all men in that group were still working (as
measured by the percentage who reported wage, salary,
or self-employment income). Earnings before retirement
are closely linked to income after exiting the labor force.
For instance, employer-sponsored pensions are based on
a percentage of the employee’s annual pay and the num-
ber of years worked at that employer.

In 2008, Vietnam veterans ranged in age from 53 to 68;
CBO examined earnings only for men 53 to 65 because
a majority of those older than 65 no longer worked.
CBO looked at earnings by age because earnings can dif-
fer substantially by age. In addition, comparing veterans
to nonveterans by age accounted for the disparity in the
two groups’ age distribution.

Vietnam veterans earned an average of $50,000 in 2008,
20 percent less than nonveterans in the same age range,
who earned an average of $62,200.%* Veterans younger
than 63 earned less than nonveterans their ages, but vet-
erans age 63 or older earned about the same. At age 61,
veterans’ modal age in 2008, the difference was smaller,
$6,500. Average earnings at that age were $52,600 for

23. Researchers at the Census Bureau determined that in 2013, older
veterans households had a median net worth the same as or
higher than the median net worth of nonveterans’ households.
Veterans were analyzed by age group; although Vietnam veterans
were included in the study, they were not analyzed separately. See
Jonathan Eggleston and Kelly Ann Holder, 7he Wealth of Veterans,
Household Economic Studies (Census Bureau, November 2017),
pp. 70-151, https://go.usa.gov/xfzxp (PDE 391 MB). Other
researchers have found differences in income among veterans and
nonveterans. See Christopher R. Tamborini, Patrick J. Purcell,
and Anya Olsen, “Retirement and Socioeconomic Characteristics
of Aged Veterans: Differences by Education and Race/Ethnicity,”
Social Security Bulletin, vol. 79, no. 1 (February 2019), pp. 1-16,
www.ssa.gov/policy/docs/ssb/v79n1/v79n1pl.html.

24. Earnings in 2008 are expressed in 2018 dollars and are adjusted
for inflation by using the Bureau of Labor Statistics' Employment
Cost Index for wages and salaries for private industry workers.

veterans and $59,100 for nonveterans (see Figure 4, top
panel).

When CBO looked only at men with wages, salaries,

or self-employment earnings in 2008, Vietnam veter-
ans earned, on average, $71,200, 12 percent less than
nonveterans, who averaged $80,700. At age 61, veterans
who worked earned 9 percent less, on average, than
nonveterans.

Veterans’ earnings may have been lower than nonveter-
ans’ earnings for several reasons: because their military
experience did not fully substitute for the labor market
experience it replaced; because they chose jobs with
lower pay but more generous retirement benefits; because
they had difhiculty transitioning to civilian life; or
because they had fewer job opportunities in the civil-

ian sector, and that disadvantage might have persisted
throughout their working years.

Other factors, such as employers™ preferences and leg-
islative actions to assist veterans, surely played a part in
veterans work history and income, although the mag-
nitude of those effects is unknown. Employers’ views

of veterans could have influenced their decisions about
hiring and wages. Some employers may have believed
that veterans had physical or emotional difficulties as a
result of military service; others that veterans had special
skills or attributes such as a sense of leadership, team-
work, or commitment. Federal legislation may have been
a factor as well. Federal law prohibits discrimination in
employment on the basis of past, current, or future mil-
itary service.”” In addition, a law enacted in 1944 (and
amended many times since) grants a hiring preference to
veterans who apply for jobs in the federal government.
Vietnam veterans might have had the occupational skills
to fill many positions in the federal civilian workforce.

Compared with nonveterans, a markedly smaller share

(5 percent smaller) of Vietnam veterans younger than

60 worked in 2008 (see Figure 4, bottom panel). The
reason that a different share of Vietnam veterans and
nonveterans worked is unclear. Higher rates of functional
disability among those veterans may be part of the expla-
nation, although 43 percent of veterans with those dis-
abilities worked.?® Some researchers have suggested that

25. See Uniformed Services Employment and Reemployment Act of
1994, 38 U.S.C. §§4301 et seq. (2012).

26. The share among nonveterans was 42 percent.
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Figure 4.
Earnings of Vietnam Veterans and Nonveterans Ages 53 to 65 and Share Who Worked, 2008
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Source: Congressional Budget Office, using data from the American Community Survey.
The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of Vietnam veterans (one-third of total). Veterans in that cluster probably served from 1966 to 1969,
when forces were largest.

Earnings refer to wages, salaries, and self-employment income. Working individuals are those with nonzero earnings.

CBO did not adjust the data to account for characteristics other than age and veteran status.

disability payments from VA to some veterans allowed
them to leave the labor market early.*” Among men who

27. Some researchers have argued that VA disability payments have
reduced veterans’ labor force participation among all age groups.
See Courtney Coile, Mark Duggan, and Audrey Guo, “Veterans’
Labor Force Participation: What Role Does the VA’s Disability
Compensation Program Play?” American Economic Review, vol.
105, no. 5 (May 2015), pp. 131-136, http://dx.doi.org/10.1257/
aer.p20151062.

held jobs, about the same share of veterans (88 percent)
worked full time as nonveterans (89 percent).

The sector of the economy in which workers were
employed affected their retirement benefits. A larger
share of Vietnam veterans (7 percent) than nonveterans
(2 percent) worked for the federal government. Veterans
(of all wars) made up 25 percent of the federal workforce
in 2008, and 40 percent of DoD’s civilian employees.

11
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Similar shares of veterans and nonveterans worked for
state or local governments (13 percent for both) and the
private sector (64 percent of veterans and 63 percent

of nonveterans). However, veterans were more likely
than nonveterans to have blue-collar jobs in fields with
a significant union presence, such as transportation and
construction. In addition, fewer veterans, 16 percent,
were self-employed, compared with more than 20 per-
cent of nonveterans.

Most government workers and two-thirds of union
members in the private sector had access to a traditional
pension (a defined benefit plan), unlike many other
workers. Those who were self-employed probably only
had access to individual retirement accounts. Although it
is difficult to compare the earnings of veterans and non-
veterans in different sectors because of differences in jobs
and employee qualifications, the types of jobs Vietnam
veterans held in 2008 meant that many could expect a
steady stream of income from a retirement plan.

The gap between the earnings of veterans and nonveter-
ans, and likelihood of being employed, differed by race.
Among all working men ages 53 to 65, White Vietnam
veterans earned an average of $73,700, about 17 percent
less than White nonveterans. The same was true to a
much smaller degree for Black Vietnam veterans, who
on average earned $51,200, about $2,200 (4 percent)
less than Black nonveterans. Black men—whether or not
they were veterans—were less likely to work than White
men. For example, 72 percent of White male veterans
age 61 worked, compared with 55 percent of Black male
veterans that age; results were similar for White and
Black nonveterans.

The earnings gap between veterans and nonveterans also
differed by educational level. There was almost no differ-
ence (1 percent, or $600) between the average earnings
of Vietnam veterans and nonveterans who held high
school diplomas. At higher levels of education, however,
earnings differed. Veterans with college degrees earned
less on average (11 percent, or $13,600) than nonveter-
ans of the same age with college degrees.

Vietnam Veterans’ Income in 2018

By 2018, most Vietnam veterans and nonveterans were
no longer working. At that point, CBO measured four
sources of income for men ages 63 to 78 that probably
composed the vast majority of income for most men:
earnings, Social Security benefits, investments, and

retirement plans. For veterans, the agency also considered
disability compensation from VA. That compensation,
however, was paid only to certain veterans. Therefore,
CBO calculated total income for veterans two ways: by
averaging all five sources of income and by averaging
four sources of income, excluding disability payments.
CBO then compared both those measures with nonvet-
erans’ total income.

The disability compensation VA provides is unlike other
sources of income because it is only available to veterans,
who may have faced special risks in the course of their
military service. That compensation can be viewed as

a work-related benefit, a lifetime indemnification that
the federal government owes to veterans with a medi-

cal condition that was incurred or worsened while they
were in the military. If those disabled veterans are out

of the workforce for a long time, their Social Security
benefits will be less than they otherwise would be, and
they might not accumulate much personal savings. VA’s
compensation mitigates such effects. The amount of that
compensation can be sizable: CBO calculated that for
Vietnam veterans who received it, average annual disabil-
ity compensation was nearly as much as they received in
Social Security benefits.

Total Income

Veterans’ average income, including disability compensa-
tion, was $63,300, whereas the average for nonveterans
was $65,000. CBO found that disability compensation
from VA increased veterans’ income by $4,300, on aver-
age, bringing it close to nonveterans” income. Excluding
disability income from VA, Vietnam veterans average
income was $59,000.

Differences by Age. When including disability compen-
sation, veterans at the modal age (71) had an average
income of $65,500, $200 less than the average for all
nonveterans that age ($65,700). Whether or not disabil-
ity income was included in income, veterans younger
than 71 had less income, on average, than nonveterans,
and veterans older than 71 had more income, on average,
than nonveterans (see Figure 5, top panel).

Certain dissimilarities between younger and older
Vietnam veterans make it doubtful that younger veter-
ans will ever have the same amount of income as older
veterans. In effect, there were two sets of Vietnam veter-
ans, rather than a single group. Older veterans probably
earned more than younger veterans while working. They
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entered the military before the war escalated in 1965,
were less likely to have been drafted, and were more
likely to have had careers in the military and to collect
military retirement pay after a 20-year career. As pre-
viously observed, a greater share of older veterans had
college degrees than younger veterans. In addition, the
share of older veterans with low test scores upon entry
into the military was smaller than the share of younger
veterans.” They also probably differed in other ways that
affected their income in retirement.

Income Distribution. To exclude extremely high and
low values that might have skewed income findings,
CBO also examined median income (the midpoint

value in the income range) for veterans and nonveterans.
Excluding disability payments, at age 71, median income
for veterans ($44,200) was higher than for nonveterans
($41,800).%° (See Figure 5, bottom panel.)

Comparing veterans’ and nonveterans income distribu-
tion (excluding VA’ disability payments) confirmed that
fewer veterans had low or high income (see Figure 6).
When income for all men ages 63 to 78 was grouped
into quintiles, only 15 percent of veterans fell into the
bottom quintile, compared with 22 percent of nonvet-
erans. Even in the bottom quintile, veterans” income
was 10 percent higher than nonveterans’ income. In
addition, disability compensation and other benefits like
free health care and special pensions for poor veterans
(neither of which were included in CBO’s calculations)
probably helped support the neediest veterans. On the
opposite end of the income distribution, 17 percent of
Vietnam veterans and 21 percent of nonveterans had
income in the highest quintile; nonveterans in that

28. That is partly because DoD lowered its minimum test-score
requirements in 1965 and again in 1966, changes that affected all
new enlisted personnel in the following years.

29. CBO only reported average, not median, income from specific
sources for two reasons. First, medians can mask differences in
income. Because two income categories, earnings and investment,
had median values of zero, there appear to be no differences in
income by that measure. In that case, averages may be more
informative about the samples. Second, an advantage of using
average values is that, unlike medians, they can be separated by
the shares of recipients and the average income per recipient—
giving additional insight into the sources of differences in
income.

quintile had average annual income that was more than
10 percent higher than veterans’ income.*

Common Components of Income

Although Vietnam veterans and nonveterans relied on
many of the same sources of income, some sources were
more important for veterans. On average, Vietnam vet-
erans had a greater share of annual income from Social
Security and retirement plans than nonveterans, who
remained more reliant on earnings even in old age. That
was also true when men at veterans’ modal age of 71
were examined (see Table 2 on page 16). CBO looked
at income by age because the sources and amounts of
income differ by age.

Earnings. On average, working Vietnam veterans ages
63 to 78 carned $52,800 annually, 23 percent less than
other working men ($68,700). For men at age 71, the
difference was smaller: Veterans earned $50,500, and
nonveterans earned $62,200 (see Figure 7 on page 17,
top panel). The earnings gap was larger for younger men
than for older men.

The gap between veterans and nonveterans’ earnings

for those who worked occurred partly because a large
share of less-educated nonveterans—who probably had
lower-wage jobs—had left the workforce by 2018. Their
departure raised the average wage for nonveterans who
kept working. In addition, just half of working veterans
were employed full time, compared with 62 percent of
working nonveterans.

Because most men between the ages of 63 and 78 were
not working, the average earnings among all of them
were much lower: $14,900 for veterans and $28,200 for
nonveterans. For men age 71, the difference was smaller:
those averages were $12,400 and $18,800, respectively.
However, earnings were becoming a smaller share of total
income for all men in retirement.

Part of the difference in average earnings arose because
there was a gap in the share of veterans and nonveterans
who were employed at age 63 or older (see Figure 7,
bottom panel). The gap in employment was largest at age
63, indicating that veterans left the workforce at younger
ages than nonveterans. Veterans may have stopped

30. That pattern held for those with income in the top 10 percent:
Eight percent of Vietnam veterans had incomes in that bracket,
compared with 11 percent of nonveterans.

13
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Figure 5.
Annual Income of Vietnam Veterans and Nonveterans, 2018
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Source: Congressional Budget Office, using data from the American Community Survey and the Department of Veterans Affairs.
The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of Vietnam veterans (one-third of total). Veterans in that cluster probably served from 1966 to 1969,
when forces were largest.

Except where noted, average income is from five sources: earnings (wages, salaries, and self-employment); Social Security; investments; retirement
plans; and disability compensation from VA. Median income excludes VA disability compensation. That disability compensation is untaxed and is
provided to veterans with medical injuries or conditions that were incurred or aggravated during active-duty military service.

CBO did not adjust the data to account for characteristics other than age and veteran status.

VA = Department of Veterans Affairs.
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Figure 6.

Share of Vietnam Veterans and Nonveterans Ages 63 to 78 in Each Income Group, 2018
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Source: Congressional Budget Office, using data from the American Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Includes income from earnings (wages, salaries, and self-employment); Social Security; investments; and retirement plans. Excludes income from

disability compensation from the Department of Veterans Affairs.

Bars for veterans add up to 100 percent, as do bars for nonveterans.

working earlier for several reasons, including their higher
disability rates or the possibility that VA’s disability com-
pensation enabled them to leave the labor market earlier.

Among men with self-employment income in 2018,
nonveterans were a little more likely than Vietnam veter-
ans to report such income, and on average they reported
more: $47,800, compared with $36,600 for veterans.
Self-employment was the main source of earnings for
about 30 percent of all men with earnings income.?!

Social Security. Participation in Social Security was
extremely high for all men CBO studied. Almost all

31. One study concluded that VA disability compensation induced
a substantial switch from wage employment to self-employment
for Vietnam veterans. See Courtney Coile, Mark Duggan, and
Audrey Guo, To Work for Yourself, for Others, or Not Ar All?
How Disability Benefits Affect the Employment Decisions of Older
Veterans, Working Paper 23006 (National Bureau of Economic
Research, December 2016), www.nber.org/papers/w23006.

Vietnam veterans (94 percent) and nonveterans (90 per-
cent) received payments at age 71 (see Figure 8 on

page 18, bottom panel).?” The share of veterans that
collected Social Security benefits grew with each year of
age until age 71 and then remained flat.

Veterans’ average annual Social Security payment
was $17,900, much higher than nonveterans’

32. The share of people that actually received Social Security benefits
may have been higher than the ACS reported. CBO found the
ACS figures were lower than administrative records. In addition,
about 4 percent of adults age 65 or older never receive Social
Security benefits, for various reasons: They worked infrequently
and lacked sufficient earnings to qualify for benefits; they
immigrated and did not work long enough in the United States
to qualify; or they were not covered by Social Security, for
example, if they were federal employees who retired under the
Civil Service Retirement System. The Social Security payments
reported in the ACS included both disability and Social Security
pensions; however, the only recipients of disability payments
would have been 63- to 65-year-olds because at age 66, pension
payments replaced disability payments.

15
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Table 2.

Average Income for Vietnam Veterans and Nonveterans at Age 71, by Source, 2018

2018 Dollars
Sources of Income Veterans Nonveterans
Earnings 12,400 18,800
Social Security 20,800 19,700
Investments 6,400 9,200
Retirement Plans 21,000 18,000
Subtotal 60,600 65,700
Disabililty Compensation From VA 4,900 n.a.
Total 65,500 65,700

Source: Congressional Budget Office, using data from the American Community Survey and Department of Veterans Affairs.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Income refers to income from five sources: earnings (wages, salaries, and self-employment); Social Security; investments; retirement plans; and
disability compensation from VA. Disability compensation is untaxed and is provided to veterans with medical injuries or conditions that were incurred

or aggravated during active-duty military service.

VA= Department of Veterans Affairs; n.a. = not applicable.

$13,900 average payment. That is generally explained

by the fact that more veterans than nonveterans received
Social Security benefits. A larger share of veterans

(88 percent) than nonveterans (69 percent) had turned
66 by 2018, the age at which they were eligible for full
Social Security benefits.*® In addition, many veterans
claimed Social Security benefits earlier than nonveterans
(in general, however, claiming benefits early decreases the
monthly payment for that recipient).

When only men who received Social Security payments
were considered, a small difference persisted, but only at
certain ages and levels of income. Veterans who received
payments collected, on average, $20,800; nonveterans
collected $20,000, about $800 less.

At age 71, Social Security income was about the same
for veterans and nonveterans (see Figure 8, top panel).
Veterans younger than 71 collected slightly less in Social
Security benefits, and veterans older than 71 collected
more. Strikingly, even those older veterans with lower
earnings in 2008 collected more Social Security benefits
than nonveterans, on average.

33. Adults born from 1943 through 1954 reached Social Security’s
full retirement age at 66. Social Security’s full retirement age for
men born from 1938 to 1942 ranged from 65 years and two
months to 65 years and 10 months.

CBO examined special earnings credits toward Social
Security that Vietnam veterans received. But those cred-
its probably do not explain older veterans’ bigger Social
Security payments. (Those additional credits were not
added to veterans’ Social Security payments; rather, they
increased the total amount of income Social Security
considered when setting monthly benefits.) Veterans on
active duty from 1957 through 1977 were credited with
$300 in additional earnings for each calendar quarter in
which they received basic pay. For veterans who contin-
ued serving after 1977, the calculation for the credits
changed but the maximum remained $1,200 per year.
(In January 2002, the extra earnings credits ceased.)

CBO concluded that the formula used to calculate
benefits was the most likely explanation for the differ-
ence between average Social Security payments for older
veterans and nonveterans.* Nonveterans were more
likely to have had very low or very high earnings than
veterans during their working lives, which might have
generated a disparity in average Social Security benefits.
Benefit amounts for very high earners—more of whom
were nonveterans—replace a much smaller share of

34. For an explanation of how the amount of Social Security benefits
is calculated, see Social Security Administration, “Benefit
Calculation Examples for Workers Retiring in 20217 (accessed
October 1, 2020), www.ssa.gov/OACT/ProgData/retirebenefit2.
heml.
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Figure 7.
Earnings of Vietnam Veterans and Nonveterans and

Share Who Worked, 2018

Average Annual Earnings
2018 Dollars
90,000 r
80,000 [
70,000 f
60,000 r
50,000 -
40,000 r
30,000 r

Nonveterans

$11,700

...~

~
.------.

Veterans
20,000 r

I $6,400

L]
~._-------J" ...-.~ ¢
~
~

Those

',—’"~~'
¢ -
Working

4
4

10,000 r

O 1 1 1 1 1 1 1 1 1

:| All Men

1 1 1 1 1 1

63 64 65 66 67 68 69 70 71
Age

72

Share Who Worked
Percent

100

80

Veterans
Nonveterans

60

40

20

63 64 65 66 67 68 69

Age

70 71 72

73 74 75 76 77 18
Most men over age 65 no
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Source: Congressional Budget Office, using data from the American Community Survey.
The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of veterans who served in the Vietnam War (one-third of total). Veterans in that cluster probably
served from 1966 to 1969, when forces were largest.

Earnings refer to wages, salaries, and self-employment income. Working individuals are those with nonzero earnings.

CBO did not adjust the data to account for characteristics other than age and veteran status.

earnings than for others; benefits for low earners—more
of whom were also nonveterans—more closely reflected
their lower earnings. Thus, the group of nonveterans
qualified for a slightly smaller amount of Social Security
benefits, on average.

Investments. About 30 percent of veterans and nonveter-
ans received investment income, and it was a small share
of total income for all recipients except the wealthiest.

The share of all men with investment income increased
from less than 10 percent in the lowest income quintile
to more than 50 percent for those in the highest quintile.
Men in the lowest income group received an average of
less than $500 annually; those with total annual income
in the top quintile collected roughly $30,000.%

35. Men whose income was in the top 10 percent of income for all
men had substantially more income from investments, more than

$50,000.
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Figure 8.

Social Security Payments to Vietnam Veterans and Nonveterans and Share Who Received Them, 2018
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Social Security earlier and
received about the same
amount as nonveterans.
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Source: Congressional Budget Office, using data from the American Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of veterans who served in the Vietnam War (one-third of total). Veterans in that cluster probably

served from 1966 to 1969, when forces were largest.

Social Security payments include retirement, disability, and survivors’ benefits, as well as payments made by the U.S. Railroad Retirement Board.

CBO did not adjust the data to account for characteristics other than age and veteran status.

A slightly smaller share of Vietnam veterans younger
than 71 reported investment income compared with
nonveterans. Among men 71 and older, a bigger share
of veterans had such income than nonveterans. Among
all recipients, average income from investments was
$19,900 for veterans and $26,800 for nonveterans.

At age 71, veteran recipients reported $19,200 in

investment income and nonveteran recipients $28,000, a

difference of $8,800 (see Figure 9).

Average investment income was smaller when the average
includes people who did not receive such income. It

was less, on average, for veterans than for nonveterans.
For 71-year-olds, investment income averaged $6,400
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for veterans and $9,200 for nonveterans. In general,
amounts were greater for older men regardless of their
veteran status. Investment income for older house-
holds—generally, those with at least one person age

65 or older—has been declining since the 1990s because
fewer and fewer adults own financial instruments.

Retirement Plans. Employer-sponsored retirement plans
were an important source of income for older Americans.
On average, Vietnam veterans had about one-third more
income from retirement plans in 2018 than nonveterans,
($20,300 and $15,300, respectively), probably in part
because veterans were much more likely to have held jobs
that offered such plans. At age 71, veterans had, on aver-
age, more income from retirement plans than nonveter-
ans: $21,000 and $18,000, respectively (see Figure 10,
top panel).

A much bigger share of veterans than nonveterans
received payments from retirement plans. The gap was
about 30 percentage points for the youngest men but
shrank to about 17 percentage points by age 66 (see
Figure 10, bottom panel). The finding suggests that, in
addition to having greater access to retirement plans,
Vietnam veterans began drawing income from their
retirement plans earlier than other men.

As CBO’s 2008 analysis of earnings showed, more
veterans than nonveterans were likely to have held jobs
that included a defined benefit or defined contribution
plan. For example, about 20 percent of Vietnam veter-
ans had a government job, compared with 15 percent of

nonveterans.>®

Federal workers have access to both defined benefit and
defined contribution plans. State and local government
workers commonly have access to only a defined benefit
plan, and private-sector workers typically have access
only to a defined contribution plan. Access to and partic-
ipation in any type of retirement benefit is much greater
for government workers; in 2008, about 85 percent of
government employees participated in a retirement plan
compared with about 50 percent of private industry

36. See Joshua D. Angrist and Stacey H. Chen, “Schooling and the
Vietnam-Era GI Bill: Evidence from the Draft Lottery,” American
Economic Journal: Applied Economics, vol. 3, no. 2 (April 2011),
p. 99, https://dx.doi.org/10.1257/app.3.2.96. The authors
reported a similar difference when using data from 2000: 18
percent of White veterans worked in the public sector, compared
with 14 percent of White nonveterans.

workers. In addition, more nonveterans than veterans
were self-employed and were less likely to have defined
benefit retirement plans.

The military offers separate retirement plans (includ-

ing a defined benefit plan that is usually available after
20 years of service). In 2018, a little over 10 percent of
Vietnam veterans collected a military pension, CBO
estimates. Although relatively few Vietnam veterans qual-
ified for retirement benefits from the military, those who
did would typically have been in their late 30s or early
40s when they separated from service; they could have
joined the civilian labor force and had second careers,
adding to their retirement income.

When income from retirement plans is averaged only
among those who received it rather than among all men,
average annual payments were a bit smaller for Vietnam
veterans ($26,800) than for nonveterans ($28,200).

At the modal age of 71, veterans collecting retirement
income also received less ($27,500) than nonveterans
($29,500). Vietnam veterans older than 73, though,
received about $1,500 more, on average, than nonveter-
ans. The payment differences can probably be explained
by the nature of the jobs each group held while working.

Disability Compensation From the

Department of Veterans Affairs

In addition to the four sources of retirement income that
could be collected by all men, some veterans also col-
lected disability payments from VA for injuries or medi-
cal conditions they received or developed during active-
duty service. (See Box 1 on page 22 for detail on VA’s
disability program and other benefits for veterans.) The
average payment for recipients in 2018 was $18,100,

so VA’s disability payments were a substantial part of
income for some veterans. About 24 percent of Vietnam
veterans received disability payments, CBO estimates.

For Vietnam veterans ages 63 to 78, including those who
did not receive disability payments, the average annual
disability payment was $4,300; the average payment at
age 71 was $4,900 (sce Figure 11 on page 24). Those
payments make up much of the average difference in
other income between veterans and nonveterans, increas-
ing veterans’ average income by about 7 percent to

$63,300.

Vietnam veterans who received disability payments from
VA were likely to be in the lower half of the income

19
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Figure 9.

Investment Income of Vietham Veterans and Nonveterans and Share Who Received It, 2018
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Source: Congressional Budget Office, using data from the American Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of veterans who served in the Vietnam War (one-third of total). Veterans in that cluster probably

served from 1966 to 1969, when forces were largest.

Investment income is from assets: interest, dividends, royalties, rents, and income from estates or trusts.

CBO did not adjust the data to account for characteristics other than age and veteran status.

distribution for all men in the age range that CBO
analyzed. In addition, they had less income from other
sources than veterans who did not receive VA payments,
mainly because they were less likely to be employed and
because those who were employed had lower earnings.
However, on average, their disability payments made up
that difference, increasing the average total income of

veterans who received those payments above the average
income of veterans who did not.

The incidence and amount of disability payments from
VA varied by age. A greater share of Vietnam veterans
who were 68 to 71 years old in 2018 received disabil-
ity payments (28 percent) than veterans of other ages
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Figure 10.

Income From Retirement Plans for Vietnam Veterans and Nonveterans and Share Who Received It, 2018
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Source: Congressional Budget Office, using data from the American Community Survey.
The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of veterans who served in the Vietnam War (one-third of total). Veterans in that cluster probably
served from 1966 to 1969, when forces were largest.

Retirement plans include defined-benefit and defined-contribution plans from companies, unions, and federal, state, and local governments (including
the military); individual retirement accounts; Keogh plans; and any other type of pension, retirement account, or annuity.

CBO did not adjust the data to account for characteristics other than age and veteran status.

(22 percent). Furthermore, partly because those 68- to
71-year-olds were also likely to have higher disabil-

ity ratings (70 percent or more), CBO estimates that
the average payments for that age group were about
$19,400 a year, $1,300 more than the $18,100 average
payment for all Vietnam veterans receiving VA disability
compensation.

Because Vietnam veterans ages 68 to 71 were likely to
have served in the mid- to late 1960s, when deployments
to Vietnam and surrounding countries were largest, they
may have been more likely to experience combat-related
injuries and medical conditions, some of which did not
show up immediately. Although veterans claim far more
disabilities than the number of combat injuries reported
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Box 1.

Benefits Provided by the Department of Veterans Affairs

The Department of Veterans Affairs (VA) provides benefits for
Vietnam veterans because of their military service. Three of
those benefits can be substantial: disability compensation,
medical care, and pensions. Other benefits that VA provides
tend to be smaller or are not available to Vietnam veterans.!

Disability Compensation

VA's disability compensation program is the department’s
largest program. In 2018, it provided payments to nearly
one-quarter of all veterans. Of those receiving compensation,
1.3 million were from the Vietnam era, ages 63 to 78; VA spent
roughly $25 billion on them in that year.

The disability compensation provided by the agency is a
tax-free payment to veterans who have medical conditions or
injuries that were incurred or aggravated during active-duty
military service (service-connected disabilities). VA compen-
sates veterans for a wide variety of conditions, from tinnitus
(ringing in the ears) to post-traumatic stress disorder to lost
limbs. The amount of the payment is linked to a composite
disability rating that VA assigns to each disabled veteran. That

1. Among its programs, the department also offers education and vocational
rehabilitation assistance; provides benefits for widowed spouses and
children; offers life insurance; guarantees home loans to veterans; and
manages veterans’ cemeteries. Basic eligibility for VA's benefits varies by
program. Most programs set minimum active-duty requirements (such as
length of active duty service and the nature of service). For example, to be
eligible for VA medical care, Vietnam veterans generally must have received
a military discharge other than dishonorable. VA may also consider other
factors, such as current income and time since discharge from the military,
in providing specific benefits.

rating ranges from zero to 100 percent in increments of 10.2 In
calendar year 2018, base (minimum) payments ranged from
about $135 per month to about $2,975 per month depending
on disability rating; some veterans also received supplemental
payments.

Unlike federal and private-sector disability insurance, which
generally goes to people whose disease or injury affects their
ability to work, VA’s ratings and base disability payments do
not take account of veterans’ employment status, earnings,
ability to work, or age. Veterans can receive disability pay-
ments no matter how much other income they have.?

Medical Care

VA’'s medical services are broad in scope and include hospi-
tal care, outpatient primary and specialty care, counseling
services, rehabilitation and prosthetic care, and prescriptions.
VA operates a network of 170 medical centers and more than
1,000 outpatient clinics, rehabilitation facilities, and nursing
homes. Veterans may receive medical care at those facilities
or, in some circumstances, VA may pay for private care in their
communities. Most services and products are delivered in VA's
facilities at little or no cost to veterans.

2. The rating for any individual condition is linked to clinical severity; higher
composite ratings generally reflect more disabilities or more severe
disabilities, and veterans with higher ratings are compensated at higher
rates.

3. For more detail on VA’s disability program, see Congressional Budget
Office, Veterans’ Disability Compensation: Trends and Policy Options
(August 2014), www.cbo.gov/publication/45615.

Continued
at the time (about 150,000), many medical conditions veterans who receive disability payments.”” Among such
can take years to develop (such as limitations on joint presumptive conditions are diabetes, certain cancers,
movement) or may not be identified at the time (such as and other problems that may have arisen from exposure
mental illnesses). to Agent Orange or other herbicides during the war. A
In addition to SUCh late_onset or previously unrecog_ 37. VA process for establishing presumptions is complex, relying on

the recommendations of internal advisory committees, research
findings, and reports from the National Academies of Sciences,
Engineering, and Medicine. Although VA is largely responsible

nized conditions, VA has declared that several medical

conditions can be presumed to have been caused by the
. ) .

service member’s deployment to Vietnam. Those pre- for designating a condition as presumptive, current law dictates

sumptive conditions substantially increase the number of certain parts of the process. For example, the law requires that
VA presume a disability for Vietnam and Gulf War veterans if the
evidence of a positive association between exposure to a hazard
and a disease is at least equal to the evidence against it.
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Box 1.

Continued

Benefits Provided by the Department of Veterans Affairs

In 2018, about 9 million veterans were enrolled in VA’s medical
care program. CBO estimates that nearly 3 million of them had
served during the Vietnam War. Most Vietnam veterans are
eligible for VA medical care but, like other veterans, they must
enroll to receive treatment.* In 2018, roughly one-half of Viet-
nam veterans enrolled in VA health care were ages 67 to 71.

In 2018, nearly 55 percent of those ages 65 to 74 who were
enrolled in VA's medical care (most of whom were Vietnam vet-
erans) had service-connected disabilities, and another 18 per-
cent had low income and no service-connected disabilities. (VA
set the threshold for low income at about $34,000 for veterans
without dependents.) Veterans those ages were more likely

to use VA's medical care than were other enrolled veterans; in
2018, about 75 percent did so, compared with about two-thirds
of all enrollees. (Not all enrollees seek care in any given year.)

Enrollees in the 65- to 74-year-old age group were among
the most expensive to care for, costing about $11,400 in 2018,
on average. Not only did members of that age group have a
high rate of service-connected disabilities, but their health

4. Veterans are assigned to one of eight priority groups based on their
service-connected disabilities, income, combat status, and other factors.
The highest-priority groups, groups 1to 3, primarily include veterans who
have service-connected disabilities. Priority group 4 includes veterans who
are housebound or are catastrophically disabled. Priority group 5 contains
lower-income veterans. Priority group 6 includes special populations of
veterans, including veterans who served in Vietnam and do not qualify for
a higher priority group. The lowest-priority groups, 7 and 8, include higher-
income veterans without compensable service-connected disabilities. New
enrollment in priority group 8 has been restricted since 2003. For a fuller
description, see Department of Veterans Affairs, “VA Health Care Enrollment
and Eligibility” (April 23, 2019), https://go.usa.gov/xGSAb.

sizable share of Vietnam veterans receive VA disability
payments for presumptive conditions. For instance, VA
administrative data showed that nearly 375,000 Vietnam
veterans received disability compensation for diabetes in
2018; nearly all of those cases were considered presump-
tive conditions.

Limitations of CBO’s Study

CBO’s study has limitations that are common to any
analysis based on survey data. Survey data may be inac-
curate because of misreporting. Some people may not
answer certain questions or underreport the amount they

conditions probably worsened or new conditions developed
as they aged. Nor did VA’s care reflect all of the expenses the
government incurred in treating them: Because most veterans
begin using Medicare when they reach 65, Medicare picks up
a large share of their costs, and VA’s cost per enrollee drops
at that age. Vietnam veterans who enrolled in VA’'s medical
care were more likely to be in the lower half of the income
distribution.

Pensions

Unlike a private-sector pension program, VA pensions are
means-tested, aiming to provide support to older veterans with
little or no income and few assets. Veterans whose income is
low and who served during wartime may be eligible for VA’s
pensions if they meet certain other criteria.’ The maximum
annual pension in 2018 was $13,166 for a veteran with no
dependents. The pension amount is reduced by the amount of
a veteran’s other income.®

Only 260,000 veterans collected a pension from VA in 2018.
More than half, 160,000, were Vietnam veterans. The average
pension amount for Vietnam-era recipients in 2018 was about
$12,350. Because so few veterans receive pension payments,
however, when averaged among all Vietnam veterans, the
average annual benefit is small. CBO did not include that pen-
sion income in its analysis, mainly because ACS data combine
VA’s pension payments with several other types of income.

5. Asmall number of veterans receive pensions under different eligibility and
payment rules.

6. Additional amounts may be paid to veterans who have dependents,
who are in need of the aid and attendance of another person, or who are
housebound, as determined by VA.

receive from particular sources. Both problems have been

extensively noted.’®

38. See Bruce D. Meyer, Wallace K.C. Mok, and James X. Sullivan,
“Household Surveys in Crisis,” Journal of Economic
Perspectives, vol. 29, no. 4 (Fall 2015), pp. 199-226,
https://dx.doi.org/10.1257/jep.29.4.199; Charles E. Manski,

“Communicating Uncertainty in Official Economic Statistics:

An Appraisal Fifty Years After Morgenstern,” Journal of Economic

Literature, vol. 53, no. 3 (September 2015), pp. 631-653,
hteps://dx.doi.org/10.1257/jel.53.3.631; and C. Adam Bee and

Joshua W. Mitchell, Do Older Americans Have More Income Than
We Think? Working Paper SEHSD-WP2017-39 (Census Bureau,

July 2017), hetps://go.usa.gov/xfzx7.

23



24 VIETNAM VETERANS’ INCOME IN RETIREMENT

OCTOBER 2020

Figure 11.

VA Disability Payments to Vietnam Veterans and Share Who Received Them, 2018
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Source: Congressional Budget Office, using data from the American Community Survey.

The Vietnam War ran from August 1964 (fiscal year 1965) to January 1973.

Shaded area denotes the largest three-year cluster of veterans who served in the Vietnam War (one-third of total). Veterans in that cluster probably

served from 1966 to 1969, when forces were largest.

The Department of Veterans Affairs provides tax-free disability compensation to veterans with medical injuries or conditions that were incurred or

aggravated during active-duty military service.

CBO did not adjust the data to account for characteristics other than age.

The Census Bureau uses a statistical approach to estimate
the values of missing responses. CBO also used statistical
methods to assign Social Security and retirement-plan
income to some respondents. About 95 percent of

men ages 60 or older in the ACS correctly responded
that they received Social Security benefits, according

to administrative data. However, nearly 20 percent
underreported the amount of Social Security benefits

they received. CBO therefore imputed additional Social
Security income to those who reported that they had
received it. Some of those who receive income from
retirement plans do not report it at all, so CBO imputed
such income to some respondents. For a discussion of
CBO’s approach to imputing retirement-plan income,
see the appendix.
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CBO did not adjust ACS’s data for earnings or
investment income. Information about wages and
salaries is generally reported correctly. The exception

is self-employment income, which is subject to non-
response and underreporting.”’ Likewise, investment
income is subject to nonresponse and underreporting.
For those income sources, there is no consensus on how
to account for those problems. However, the conse-

39. Surveys often misclassify self-employed adults; see Katherine
G. Abraham, Brad J. Hershbein, and Susan N. Houseman,
Most Self-Employed Workers Are Independent Contractors, W.E.
Upjohn Institute for Employment Research (April 2020),
hetps://dx.doi.org/10.17848/pb2020-24. The amounts
reported in the ACS for wages and salaries were at least 92
percent of administrative values; self-employment amounts,
however, were one-half to one-third of administrative amounts
depending on the year. See Jonathan L. Rothbaum, Comparing
Income Aggregates: How Do the CPS and ACS Match the
National Income and Product Accounts, 2007-2012, Working
Paper SEHSD-WP2015-01 (Census Bureau, January 2015),
heeps://go.usa.gov/xGQXx.

quences of nonresponse and underreporting in those two
categories probably had a minimal effect on this report:
In the United States, self-employment and investments
are a small portion of total annual income for most
retired men. %

CBO also used VA’ data to estimate the amount of
disability compensation Vietnam veterans received. That
was necessary because ACS data only included the num-
ber of people receiving VA disability compensation, not
the amount of that compensation. CBO adjusted ACS’s
profile for those veterans on the basis of VA’s aggregate
data. It then used VA’s data on total spending and aver-
age payments by disability rating to estimate the average
amount of payments to Vietnam veterans by age.

40. Sensitivity analyses indicated that CBO’s results would not
have changed substantively. For instance, among veterans and
nonveterans reporting investment income, the share of recipients
who received it and the average amount received followed similar
patterns.
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Appendix: How CBO Imputed Income
From Retirement Plans

The quality and usefulness of survey data depend on
the accuracy of responses from the people questioned.
Misreporting is a common problem—typically, nonre-
sponse (people not answering a question) and underre-
porting (people reporting less of an amount than they
actually receive). A large body of literature discusses the
quality of household surveys and the type and extent of
measurement errors they contain.'

The reporting of income from retirement plans is a par-
ticular problem. According to researchers at the Census
Bureau, respondents to the 2013 American Community
Survey (ACS) who were age 65 or older failed to report
income from retirement plans 44 percent of the time.”
(In this Congressional Budget Office report, retirement
plans encompass defined benefit and defined contribu-
tion plans from companies, unions, and federal, state,
and local governments [including the military]; individ-
ual retirement accounts; Keogh plans; and any other type
of pension, retirement account or annuity, including
survivors’ pensions and disability pensions.)

There are a number of reasons that income from retire-
ment plans in surveys is subject to greater measurement
error than other income sources, and some methods have
been developed to account for such errors.® Recipients

1. See Bruce D. Meyer, Wallace C.K. Mok, and James X. Sullivan,
“Household Surveys in Crisis,” Journal of Economic
Perspectives, vol. 29, no. 4 (Fall 2015), pp. 199-226,
hteps://dx.doi.org/10.1257/jep.29.4.199; and Charles E. Manksi,
“Communicating Uncertainty in Official Economic Statistics:
An Appraisal Fifty Years After Morgenstern,” Journal of Economic
Literature, vol. 53, no. 3 (2015), https://dx.doi.org/10.1257/
jel.53.3.631.

2. See C. Adam Bee and Joshua W. Mitchell, Do Older Americans Have
More Income Than We Think? Working Paper SEHSD-WP2017-39
(Census Bureau, July 2017), https://go.usa.gov/xfzx7.

3. For example, see Nikolas Mittag, “Correcting for Misreporting
of Government Benefits,” American Economic Journal:
Economic Policy, vol. 11, no. 2 (May 2019), pp. 142-164,
heeps://doi.org/10.1257/pol.20160618.

of such income might perceive it as a form of deferred
earnings rather than contemporaneous income. Survey
respondents may also find it difficult to recall irregular
income payments over a long reference period.

To account for misreporting of retirement income, CBO
took steps to impute income from retirement plans and
validate those results.

Imputing Income from Retirement Plans

For its analysis, CBO used a regression-based method
with three steps. First, CBO developed targets for the
total number of people receiving income from retirement
plans by age group and by year, using administrative
data. Second, it selected respondents for imputation by
using a regression-based method while matching the
targets set in the first step. Third, CBO used predictive
mean matching (PMM) for the selected data: The agency
imputed income amounts by borrowing values from
donors (respondents who were observationally similar to
those who did not report retirement-plan income).

Developing Administrative Targets

CBO developed targets using administrative data from
the Internal Revenue Service (IRS). Those data showed
the number of people who received retirement income,
by survey year and age group. The two age-based targets
for receipt of income from retirement plans were ages 55
to 64 and age 65 or older. Both were derived from esti-
mates reported in a working paper published in 2017 by
the Census Bureau’s Social, Economic, and Housing
Statistics Division. The authors linked respondents in
several national datasets, including the 2013 ACS, to
Forms 1099-R filed with the IRS in 2012 by banks and

other entities to report disbursements they made from

4. The method used in this study is similar to that used in CBO’s
distributional analysis. For more detail, see Bilal Habib, How
CBO Adjusts for Survey Underreporting of Transfer Income in Its
Distributional Analyses, Working Paper 2018-07 (Congressional
Budget Office, July 2018), www.cbo.gov/publication/54234.
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retirement accounts.” About 60 percent of respondents
65 or older received a distribution reported on a Form

1099-R.

By using the linked Current Population Survey and
Survey of Income Program Participation, authors

Adam Bee and Joshua Mitchell showed that the share

of respondents to those surveys who received retire-
ment income had remained roughly constant for that
age group since 2004. Therefore, CBO estimated that
60 percent of respondents 65 or older received income
from retirement plans in 2013 and 2018. For respon-
dents ages 55 to 64, only 26 percent received 1099-R
distributions in 2012. Bee and Mitchell did not provide
estimates of how that proportion had changed over time.
CBO estimated that the share of respondents in that age
group who received retirement-plan income was constant
at a rate of 26 percent.

Imputing Receipt of Income

CBO used the targets it developed to derive the num-
ber of respondents in the survey for which imputation
was needed. To allocate those imputations, CBO used a
probit regression to predict each respondent’s probability
of receiving income from retirement plans.® Separate
regressions were estimated for two age groups (55-to-64-
year-olds and those 65 or older) and two survey years
(2013 and 2018). The regressions tended to assign higher
probabilities to individuals who were male, older, more
educated, White, and veterans.

Each person’s predicted probability of receiving income
was compared with a random number (uniformly dis-
tributed between zero and 1). If the respondent’s prob-
ability of receiving income exceeded the random num-
ber assigned to that probability, CBO designated that

person to receive an imputation. The random-number

5. See C. Adam Bee and Joshua W. Mitchell, Do Older
Americans Have More Income Than We Think? Working Paper
SEHSD-WP2017-39 (Census Bureau, July 2017), heeps://
go.usa.gov/xfzx7. In the ACS, respondents reported income for
the 12 months preceding the date they completed the survey.

6. Regressors included age, sex, education, marital status, race and
ethnicity, disability status, family size, veteran status, state of
residence, citizenship status, employment status, wage earnings,
weeks worked, and mortgage status.

comparison was repeated for each individual in the
survey until the sum of the respondents with retirement
income and the respondents designated to receive an
imputation matched the administrative target. A random
component was included in the procedure to incor-
porate heterogeneity in the imputed data. A feature of
that method is the assumption that the distribution of
respondents in the survey data for whom imputation was
needed was similar to the distribution of other respon-
dents, which may not be accurate.

Imputing Amounts of Income

CBO assigned income values to respondents using
PMM.” Under that method, respondents who had
been designated to receive retirement income were
matched with observationally similar cases (donors),
and the amount of income the respondents was assigned
was determined by the amount the matching donors
reported. PMM has a number of desirable properties.
In contrast to standard regression imputation, which

is deterministic, PMM includes a random component
to introduce heterogeneity into the imputed values.
Further, PMM’s semi-parametric imputation process is
less vulnerable to model misspecification than a fully
parametric imputation model. Relative to hot-deck
imputation within adjustment cells, PMM allows for
more predictors and for the use of continuous variables
as predictors.®

Using PMM involved several steps. First, a linear regres-
sion model was used to predict the amount of income
from retirement plans for each person (including those
who would receive an imputation). Retirement income

7. See Tim P. Morris, Ian R. White, and Patrick Royston,
“Tuning Multiple Imputation by Predictive Mean
Matching and Local Residual Draws,” BMC Medical
Research Methodology, vol. 14, no. 75 (June 5, 2014),
hteps://doi.org/10.1186/1471-2288-14-75.

8. PMM is equivalent to adjustment cell-based hot deck imputation
when the linear regression is saturated and specified with
discrete regressors only; that is, adjustment cell imputation is a
special case of PMM. Results using hot deck imputation within
adjustment cells were similar. For a discussion on hot deck
imputation, see Rebecca R. Andridge and Roderick J.A. Little,
“A Review of Hot Deck Imputation for Survey Non-Response,”
International Statistical Review, vol. 78, no. 1 (April 2010), pp.
40-64, https://doi.org/lﬂ.l 111/j.1751-5823.2010.00103.x.
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was regressed on the same covariates used in the pro-

bit model four times, using different combinations of
the two age groups and the two survey years. Second,
predicted values were computed by using a set of coefh-
cients randomly drawn from a posterior predictive dis-
tribution. That procedure aimed to introduce sufficient
variability in the predicted values by incorporating the
residual variance from the regression model. (Without
that adjustment, the range of the predicted values would
probably have been smaller than the true range.) For
those respondents with income values of zero who were
selected for imputation, five donors were selected who
reported positive income from retirement plans and
whose predicted income values were nearest to the target.
One of those respondents was then randomly selected

to serve as the donor. The previous two steps, obtaining
predicted values and selecting donors, were repeated four
times to produce five sets of imputed values. The final
assigned amount was the average of those five values.

Validating Imputations

Only imputations for respondents to the 2013 ACS who
were 65 or older were validated. There are no comparable
administrative benchmarks to evaluate CBO’s estimates
for 2018 or to evaluate its estimates for the 55-to-64-

year-old age group. CBO’s results were similar to Bee
and Mitchell’s.

Validating Imputed Recipients

Differences between the characteristics of CBO’s
imputed sample and those of Bee and Mitchell’s linked
ACS sample were small (see Table A-1). CBO’s proce-
dure imputed shares of all men receiving income from
retirement plans and shares of veterans receiving that
income that were slightly larger than those in Bee and
Mitchell’s sample—by 2 percentage points and 3 per-
centage points, respectively.

Validating Imputed Amounts

CBO compared aggregate totals in the ACS with the
tabulations from the IRS’s Statistics of Income (SOI)
division (see Table A-2). The SOI division publishes esti-

mates of aggregate amounts of income from retirement

plans by age.” Those estimates include taxable distribu-
tions from individual retirement accounts, taxable and
nontaxable pensions, and annuity income.'® CBO’s
imputed values for 2018 matched (for ages 65 or older)
or exceeded (for ages 55 to 64) SOI’s taxable amount of
income but were below the aggregate amount of income.
CBO also found that the ACS’s aggregate income from
retirement plans in 2013 for those 65 or older was
greater than the SOI taxable amount and smaller than
the aggregate amount; similar results were reported by
Bee and Mitchell. Those results may be partly explained
by differences in the types of income included in the two
sources of data. For example, the ACS does not include
nontaxable direct rollovers, which are included in the
aggregate retirement amount reported by SOI; the ACS
includes income from people who receive retirement
distributions but did not file tax returns, which is not
included in the SOI tabulations.!!

Unlike Bee and Mitchell’s IRS data, CBO’s imputed
income amounts were subject to intensive margin under-
reporting; in other words, among those who correctly
reported receiving income from retirement plans, the
amounts listed were smaller than the amounts actually
received.'” Research has shown that although underre-
porting in the ACS was primarily driven by the exten-
sive margin (that is, respondents failing to report any

9. Because the IRS data for 2018 had not been published when
CBO began its analysis, the agency projected taxable and
aggregate income from retirement plans for that year by using
IRS data from 2007 to 2017. To make the IRS data more
comparable to data reported in the ACS, CBO averaged its
projection with IRS data from 2017. The data are available at
Internal Revenue Service, Statistics of Income Division, “SOI
Tax Stats - Individual Income Tax Returns Publication 1304”

(September 24, 2020), https://go.usa.gov/xGSgN.

10. CBO referred to the SOI taxable amount as the sum of the
taxable SOI components, and the SOI total amount as the sum
of all the taxable and non-taxable components.

11. See Robert Argento, Victoria L. Bryant, and John Sabelhous,
“Early Withdrawals From Retirement Accounts in the Great
Recession,” Contemporary Economic Policy, vol. 33, no.1 (January

2015), pp. 1-16, https://tinyurl.com/y5ed7sar (PDE 844 KB).

12. Bee and Mitchell used 1099-R distributions that were seemingly
free of both extensive and intensive margin reporting errors.
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Table A-1.
CBO’s Adjusted Sample Compared With Data Linked to Administrative Records, 2013
Percent
Share of Those 65 or Older Receiving
Income From Retirement Plans
Census Data Linked to
Characteristic CBO’s Sample Administrative Records Difference
Gender
Men 68 66
Women 54 55 -1
Age
65to 74 58 55 3
7510 84 63 67 -4
85 or older 63 67 -4
Education
Less than high school 42 40 2
High school diploma 59 61 -2
Some college 64 64 1
College graduate 73 71 2
Racial or Ethnic Group
White 63 65 -2
Black 59 54 6
Asian 39 36 4
Hispanic (all) 38 35 3
Region of Residence
Northeast 61 63 -2
Midwest 63 66 -3
South 59 57 1
West 58 56 2
Citizenship
Born in United States 63 64 0
Naturalized 46 42 4
Noncitizen 24 17 7
Marital Status
Married 60 61 -1
Widowed 64 64 1
Divorced 58 54 4
Separated 44 37 6
Never married 53 52 1
Veteran Status
Veteran or service member 77 74 3
Nonveteran (Men) 60 59 1
Nonveteran (Women) 54 55 -1
Functional Disability
Disability 58 57 1
No disability 61 62 -1
All Respondents 60 60 0

Source: Congressional Budget Office, using data from the ACS and from C. Adam Bee and Joshua W. Mitchell, Do Older Americans Have More Income
Than We Think? Working Paper SEHSD-WP2017-39 (Census Bureau, July 2017), Appendix Table 7, https://go.usa.gov/xfzx7.

To create its sample, CBO imputed retirement-plan income to some ACS respondents. The ACS asks respondents to report income from defined benefit
and defined contribution plans from companies, unions, federal, state, and local governments (including the military); individual retirement accounts;
Keogh plans; and any other type of pension, retirement account, or annuity.

For the Census sample, Bee and Mitchell linked ACS data with IRS Form 1099-Rs, which record gross distributions that were made from employer-
sponsored plans and individual retirement accounts and that were permanently withdrawn from tax-preferred retirement plans. (Distributions to people
who do not file tax returns are not included.) Bee and Mitchell excluded certain kinds of distributions that the authors did not consider income, primarily
direct rollovers and conversions, which move money from one tax-preferred retirement plan to another.

ACS = American Community Survey; IRS = Internal Revenue Service.
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Table A-2.
CBO’s Adjusted Sample Compared With Data From the ACS and the IRS, 2018

Ages 55 to 64 Age 65 or Older Total

Income From Retirement Plans
(Billions of 2018 dollars)

ACS 144 449 593
CBO’s Sample 276 705 981
IRS®
Taxable income 209 707 916
Aggregate income 384 878 1,262

Ratio of CBO’s Sample to IRS Data

CBO’s Sample to Taxable Income 1.32 1.00 1.07
CBO’s Sample to Aggregate Income 0.72 0.80 0.78

Source: Congressional Budget Office, using data from the ACS and the IRS’s Statistics of Income—2017 Individual Income Tax Return.

The ACS data understates retirement-plan income because many people fail to report it. CBO’s sample includes retirement-plan income both for those
who reported such income and those to whom CBO imputed income. The IRS’s taxable and aggregate income figures do not include distributions to
people who did not file returns. The IRS’s aggregate income figure includes distributions such as direct rollovers and conversions, which move money
from one tax-preferred retirement plan to another.

ACS = American Community Survey; IRS = Internal Revenue Service.

a. The IRS publishes taxable income and aggregate income from retirement plans annually in its Statistics of Income—2017 Individual Income Tax
Return. Because the IRS data for 2018 had not been published when CBO began its analysis, the agency projected taxable and aggregate income from
retirement plans for that year by using IRS data from 2007 to 2017. To make the IRS data more comparable to data reported in the ACS, CBO averaged
its projection with IRS data from 2017.

retirement income when such income was in fact present most underreporting was along the extensive margin, and
in the administrative records), some intensive margin lacking an appropriate target, CBO did not make further
underreporting was also present.'> Because the PMM adjustment for intensive margin underreporting.

procedure borrows income values from other respon-
dents in the data, which were also underreported, the
imputed values were underreported as well.' Given that 15. CBO took a simplified approach to imputing Social Security
income, which suffers from much less underreporting than
retirement income does. The ACS captured approximately 80
percent of Social Security income and 95 percent of Social
Security recipients. CBO scaled reported Social Security income

13. See Amy O’Hara, Adam Bee, and Joshua Mitchell, Preliminary
Research for Replacing or Supplementing the Income Question on
the American Community Survey With Administrative Records,
Center for Administrative Records Research and Applications
Memorandum Series No. 16-7 (Census Bureau, March 2016),
heeps://go.usa.gov/xGSgt (PDE, 1.3 MB).

proportionally to match an aggregate amount for males ages

60 and over obtained from the Social Security Administration’s

Annual Statistical Supplement. CBO employed that simplified

approach because the ACS had near-complete coverage of

14. The Census Bureau imputes ACS values for non-respondents, but recipients, and because scaling income differentially by subgroup
the donors for retirement amounts appear to underreport that would have required strong assumptions about how Social
income source. Security is distributed, such as by veteran status.
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