A Brief Description

Editor’s Note: We are reproducing here “A Brief Description” from the documentation included on theVetPop2000 CD-ROM because much of the basic information pertains to VetPop2001Adj as well.  If we were to revise it, however, the most significant change would be in the discussion of mortality for the historical period.  We have not done so here, opting instead to discuss this change in a separate document (See “Mortality Assumptions”).  A few minor corrections to the text have been made with edits that should have been made to the original document on the VetPop2000 CD-ROM.  These edits are underlined in the text, which follows.

     The Department of Veterans Affairs (VA) completed a new veteran population model, VetPop2000, in December 2000.  The Office of Policy and Planning is using data from this model to prepare tables for the FY 2000 Annual Accountability Report and to answer questions about the veteran population.  In February, VetPop2000 was released to data and planning offices in VHA, VBA, and NCA.  This paper is a brief summary of the design, data sources and results of the new model.  Details of all aspects of the development and content of the model are available from the Office of the Actuary
.  Extensive documentation is being prepared and is expected to be available by May 2001.

     VetPop2000 is the latest in a series of veteran population models that provide data widely used both inside and outside VA as the official estimate and projection of the total number of veterans and their demographic characteristics.  The new model was completely redesigned to incorporate advances in computer technology, new data sources, and user needs.  VetPop2000 is just the beginning.  An update should be completed on or about September 30, 2001 and every year thereafter.  Enhancements are already being discussed. 

     VA contracted with the Hay Group and Mathematica Policy Research Inc. (MPR) to help design and build VetPop2000.  The Hay Group is a human resources consulting firm with particular expertise in designing and implementing complex actuarial models.  MPR is a policy research firm with over 30 years of experience in social policy evaluation and data collection, and over 25 years of experience developing policy simulation models for a variety of clients.

Design Methodology

     The prior veteran population model was last updated in 1993 based on data from the 1990 Census.  VetPop2000 also uses 1990 Census data, but incorporates major changes that make the estimates and projections more accessible, timely, accurate, and responsive to user needs.  These changes were based on extensive consultations with VA stakeholders, detailed technical studies of the prior model, improved computer technology, and updated data sources.

     The prior model began with the number and characteristics of veterans as of 4/1/90 determined in the 1990 Census.  That population of veterans was projected forward from 1990 by adding military separations and subtracting veterans who died.  Military separations from 4/1/1990 to 1993 were provided by the Defense Manpower Data Center (DMDC), while separations after 1993 were estimated by VA. Veteran deaths were estimated by using mortality experience for the white non-Hispanic United States population from the Bureau of the Census as a proxy for the mortality experience of veterans.

     VetPop2000 follows a logical strategy similar to that used in earlier models.  That is, new separations from service over a period are added to the base population at the beginning of the period and deaths over the period are subtracted resulting in the population at the end of the period.  However, studies leading to VetPop2000 identified two new data sources that greatly improve the accuracy and detail of the model.  One of the two data sources is the DMDC file of veterans who left service on or after 7/1/1970.  This DMDC data had been used in the prior model for separations after 4/1/1990; VetPop2000 uses the DMDC data for all veterans born after 1951 or serving after the Vietnam Era.
  The number of veterans born prior to 1952 and not serving after the Vietnam Era is estimated using census data, as was done in the earlier model.

     VetPop2000 therefore has two major data components:  data from the census, so-called “census cells,” and data from DMDC, so-called “DMDC cells.”  The two types of cells are treated differently up to 9/30/99 and the same thereafter, as indicated in the table and discussion below:  

	
	Beginning data
	Separations
	Mortality

	Census cells
	1990 Census
	None
	White non-Hisp.

	DMDC cells
	None
	Actual
	Actual

	Both post 9/30/99
	-----
	DOD projection
	Modified military


     A few entries in the above table need some explanation.  No separations are added to census cells; all separations go into DMDC cells.  Actual deaths for DMDC cells are determined by matching the DMDC file with the Social Security Administration death file.  Mortality post 9/30/99 for all cells is a modification of the mortality rates used by the Department of Defense Office of the Actuary (DOD OACT) in their determination of the cost of the military retirement system.  Separations post 9/30/99 are also from the DOD OACT.  This is the other data source identified in the review of data sources previously mentioned.  It was found that the DOD actuarial model already incorporated sophisticated procedures for projecting new veterans and that these could be readily adapted as the basis for projections in VetPop2000.  The DOD model has the additional advantages of having been reviewed and approved by an independent Board of Actuaries and being based on DOD’s projection of force strength.

     VetPop2000 is designed to run in a PC environment using PC SAS version 8.  User-friendly output data is available on a single CD in Excel using PivotTable technology.  PivotTable technology provides straightforward lookup features to easily extract any information needed with no additional training required beyond the ability to use basic Excel.

Key Assumptions

     Mortality and separations have already been discussed; migration will be discussed in the next section.  Beyond those assumptions (mortality, separations, and migration) VetPop2000 expands on the set of assumptions used in the prior model to provide greater accuracy in projecting the veteran population. For example, post 9/30/99 mortality rates differentiate between officers and enlisted and between healthy and disabled veterans.  The expansion also increases the number of demographic characteristics of the veterans in the projections beyond the four characteristics identified in the prior model (age, gender, state, and period of service).  A set of 28 parameter files, developed by the Hay Group and reviewed by the staff of the VA OACT are the basis for an extensive fine-tuned projection of veterans recognizing a variety of demographic aspects of the veterans population.  These parameter files include projections of mortality, migration, disability status, branch of service, and retirement status.  Modified parameter files can be easily inserted into the model to test their effect.

Major Data Sources

     Three of the major data sources have already been mentioned in the discussion of design: the 1990 Census, actual separations from DMDC, and projected separations from the DOD OACT.  Another major data source is the C&P master file.  It is used in at least two important ways -- to identify veterans by disability status and to determine migration patterns after the 1990 census.  The 1990 Census is used to allocate veterans to states as of 4/1/90 for both Census and DMDC cells.  In the prior model, migration after 4/1/90 was based on the net state migration of the total U.S. population.  However, studies indicate that veterans are twice as mobile as the population as a whole.  Therefore, in VetPop2000 migration between the states (and other areas) was based on the migration of C&P recipients.

     All data included in VetPop2000 is “as of” September 30, 1999 although some data, such as separations, was captured during the summer of 2000 to make sure that reports were as close to being final as possible.

Selected Results

     The estimates and projections
 in VetPop2000 were validated by actuaries from the Hay Group through the application of a series of standard actuarial tests of both individual and total results for each year in the estimate and projection.  VA staff also reviewed the output for internal consistency and to make sure that any deviations from prior estimates and projections were reasonable and explainable.  In order to make appropriate comparisons, VetPop2000 provides data at each of the prior model’s report dates: 4/1/90, 4/1/91, and each 6/30 from 1991 to 1999.

     As reported in the FY 1999 Annual Accountability Report, the prior model had projected 24,803,000 veterans as of June 30, 1999.  Despite the general decline in the number of veterans due to the dying off of the WW II generation, for the FY 2000 Report, VetPop2000 estimates 25,498,000 veterans as of September 30, 2000.  (See the attached spreadsheet). The main reason for the increase is the inclusion of veterans in VetPop2000 that were not previously counted.  In the 1980s, the eligibility of veterans for most benefits was changed to exclude most veterans with less than two years of service after September 7, 1980 (L2s).  Accordingly, the L2s were excluded from the prior estimates and projections of the number of veterans.  The decision has been reconsidered and reversed for a number of reasons as discussed in a separate note.
  There were 1,043,000 veterans who fit the “less than two years of service since 1980” category on June 30, 1999.  This number grew to 1,111,000 by September 30, 2000.  The inclusion of L2s appears to explain almost the entire difference between the projected number of veterans in the current and prior models.

     However, there are also a number of smaller differences that resulted from improvements in the estimates in VetPop2000.  The most significant of these are:

· VetPop2000 includes 126,000 veterans who were living in U.S. territories and abroad as of 9/30/00.  The veteran count from the 1990 Census had been limited to the United States and Puerto Rico; the prior model was similarly limited.  It is appropriate to include all veterans, regardless of residence at the time of the Census, since all are potentially eligible for veteran's benefits.

· Both VetPop2000 and the prior model include an estimate of veterans who only served in the Reserves but are potentially eligible for veteran's benefits because of the conditions of service.  There were 200,000 fewer veterans of this type than had been previously included.

     In both models, new veterans who left service after the 1990 Census were estimated based on data from DMDC.  The current DMDC data files show 255,000 more veterans than had been projected in 1993, based on new veterans in the early 1990s.

· The use of actual mortality for DMDC cells gave rise to about 21,000 additional deaths over the 1990s in VetPop2000 when compared to the prior model.

· The veteran population was estimated as of the end of the fiscal year rather than June 30.  In the five quarters between June 30, 1999 and September 30, 2000, there was a net loss of 528,000 veterans due to deaths exceeding new separations.

· Revised migration has changed the estimated distribution of veterans by state between 6/30/99 as reported in the 1999 Accountability Report and 9/30/00 as will be reported in the 2000 Report.  Changes range from a 24% increase in Nevada to an 11% decrease in California.  These changes are the cumulative effect over the 10.5 years since the 1990 Census of the difference between migration rates used in VetPop2000 and the migration rates in assumed in the prior model.

Conclusion

     The output of the prior model consisted of 60 binders each with about 200 pages of hard copy tables.  The output of VetPop2000 replaces the binders with a single CD-ROM containing straightforward data lookup features permitting timely retrieval of demographic information.  The four basic reports of the past model have been replaced by a standard set of 23 reports, with the flexibility to generate almost 2000 variant reports using simple menu choices.  This data will be made available on VA’s Intranet.  Much more detailed output for researchers is available in SAS format.  

     VetPop2000 represents a vast improvement over previous VA estimation and projection models.  It takes lessons learned from the past and applies new research and greatly improved technology.  The result is a more accurate, accessible, flexible, versatile, and comprehensive model.  It includes all veterans, is parameter-driven, contains many veteran characteristics, makes extensive use of veteran and military data, is PC based, provides flexible output, and will be fully documented.

     The results of VetPop2000 should help to understand what is happening in the utilization of VA programs and provide general guidance as to what may happen in the future.  In using these results, it is important to realize that these are estimates and that it is unlikely that the future will turn out exactly as predicted and that even the estimates of the past may not reflect exactly what happened.  In particular, although the results of VetPop2000 differ from the results from the prior model, they do not change what is actually happening.   The change appears larger because of the time lag between this and the prior model.  If the prior model had been updated annually, changes each year would have been smaller.  Similarly small changes in these results should be expected in future annual updates.  When veteran data from Census 2000 becomes available, sometime in 2002 or 2003, it will provide a check on these projections and will be incorporated into future projections.

Stephen Meskin, Chief Actuary

May 1, 2001

� Contact: VetPop2001Adj, Office of the Actuary (008A2), Department of Veterans Affairs, 810 Vermont Ave., NW, Washington, DC 20420; or 202-273-5081; or by E-mail: VetPop2001Adj@mail.va.gov.


� White non-Hispanic mortality was used because studies indicated that veteran mortality is lower than that of the general population.  Opinion has not changed on that fact, however the appropriateness of that particular mortality table is questionable.


� The 1990 Census does not ask about dates of military service, it only asks which wars a veteran served in.  Thus we need to use age and period of service as a proxy for years of service in relating the 1990 Census to DMDC data.  Any veteran born after 1951 or who served after the Vietnam era must have served after 7/1/1970 so they are in the DMDC file.  For the rest, we used the 1990 Census to be sure that we captured all veterans.


� In both VetPop2000 and the prior model migration rates are applied by age and gender.  The prior model used the 52 net migrations for each state plus the District of Columbia and Puerto Rico.  VetPop2000 improves on this by using a 53 by 53 matrix of out-migration rates from state to state (including the District of Columbia, Puerto Rico, and veterans living abroad (Territories/Foreign)).


� In the context of determining the number of veterans the term “estimate” has traditionally been used to indicate historic numbers and “projection” future numbers.  Put another way the difference between estimates and projections are that estimates are based on actual separations and projections on projected separations. For VetPop2000 the numbers of veterans as of 9/30/99 or earlier are estimates while the numbers as of 9/30/2000 or later are projections.    


� Estimates and projections of the number of veterans excluding those with less than two years of service after 1980 are available to researchers in the same detail as in VetPop2000.
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