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Preface 
 
 
 
 
 
 
 
 

As McCullough reports in his Pulitzer Prize winning book, 1776, Nathaniel Greene, one 
of George Washington’s most stalwart generals, wrote to John Adams on May 24, 1776, “that if 
Congress were to provide support for those soldiers maimed or killed, this in itself would 
increase enlistments and ‘inspire those engaged with as much courage as any measure that can be 
fixed upon.’” The scope of the concern for our servicemen and women has increased since then, 
of course, but there has been one unwavering constant: the desire of a nation to honor those who 
serve in our armed forces and to compensate for sacrifices incurred during military service. 

Just prior to America’s entry into World War II, it was a common sight to see individuals 
with wooden "peg-legs" or eye-patches covering an empty orbit. These were usually veterans of 
World War I. Our country’s entry into World War II had an enormous cost in life and treasure, 
but one of the more positive spin-offs was a galvanizing of the field of bio-engineering, leading 
to the development of improved prosthetics, along with a concern about the potential for 
rehabilitation. Over the subsequent years (and several wars) since then, we have progressed 
figuratively, and often literally, with the development of functioning prostheses and other 
assistive devices. 

This IOM Committee on Medical Evaluation of Veterans for Disability Compensation 
notes in its report that our nation’s veterans’ benefits program has not kept a similar pace of 
progress in understanding disability. If one steps back in order to gain a multi-dimensional 
perspective, it could be argued that there is more emphasis being placed on the “dis” aspect of 
the word “disability” and less on the “ability” potential within the same word. The original 
concern for the sacrifices made by those who serve our nation’s colors had it genesis in the 
Revolutionary War, when loss of limbs, eyes, or other body parts sharply reduced a person’s 
ability to support himself. This emphasis on anatomical loss persisted through the 19th century, 
was codified in the Rating Schedule developed to implement the War Risk Insurance Act of 
1917, and retained with modifications in subsequent Rating Schedules, including the current one 
when it was developed in 1945. The architecture put in place at that time has been updated from 
time to time in a piecemeal manner, and some sections are largely the same as in 1945. There has 
been resistance to change what was known and comfortable, which is understandable, but this 
should not stand in the way of our ability to evaluate and compensate for disability based on up-
to-date medical knowledge of impairment and function. 

As the understanding of what constitutes disability has evolved, so has the ability to 
recognize and quantify the contributory components. The questions posed by the Commission to 
this IOM committee reflect the uncertainties created by a lack of clear statement of purpose for 
the program, the use of an evaluation tool that has not kept pace with the changing dynamics of 
the likely losses incurred by our service men and women, and the changing economics of the 
workforce in America, as well as the changing social context into which our veterans return. 
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I deeply appreciate the willingness of the members of the Committee on Medical Evaluation of 
Veterans for Disability Compensation to serve in this timely effort to improve the system for 
compensating veterans for injuries and illnesses suffered while in military service. It was an 
important assignment. With members of the military being injured in combat nearly every day, 
the system of evaluating and rating disability should be as up to date as medical knowledge of 
impairment and its effects on a person’s functioning and quality of life permits. It also should 
have the capacity to keep pace with the constant advances in our understanding of the impacts of 
injuries and diseases that do not entail visible losses, for example, traumatic brain injury and 
posttraumatic stress disorder. The committee worked hard to assess the current system and to 
develop the recommendations in this report. I thank the committee members for the time they 
spent in, and between, meetings to formulate the findings and recommendations. I also greatly 
appreciate the efforts of the staff and consultants who provided key assistance and support to the 
committee. 

It is hoped this report will provide insight into how best to serve the needs of our men and 
women who went from a civilian environment as individuals into one in which they were trained 
to work and fight as a group, and who have experienced disability as a result. They have now 
returned to a society where the emphasis is again upon them functioning as individuals and our 
VA programs must facilitate that transition. 
 

~  ~  ~ 
 

Since the preface (above) was drafted initially, the importance of ensuring an adequate 
system of veterans’ benefits has escalated sharply. Since the Committee’s first meeting in May 
2006, the U.S military has continued to suffer steady casualties in Operation Enduring Freedom 
in Afghanistan and Operation Iraqi Freedom (OEF/OIF). Nearly 1.5 million service members 
have been deployed to OEF/OIF. Of these, nearly 700,000 have separated from active duty and 
become veterans—some of them grievously wounded, physically or mentally, or both. This set 
of events has only heightened the need for a thorough review of the Schedule for Rating 
Disabilities, which contains the criteria used to evaluate the disabling effects of military service 
on service members who are wounded, sickened, or otherwise injured. Additionally, the VA 
Rating Schedule is used by the military in their disability decision making system, which has a 
slightly different primary focus, that of determining potential fitness for return to duty. 

Recognition of the importance of ensuring an adequate system of veterans’ benefits has 
also escalated sharply. In February 2007, the Washington Post published a series of articles about 
problems facing injured service members being treated as outpatients at Walter Reed Army 
Hospital while on medical hold and awaiting a decision by the military on their disability status. 
The Post series resulted in a number of investigations, from a multitude of sponsors, of the 
adequacy of the military and VA systems of care and benefits.  

While these inquiries are important and, no doubt, will result in needed changes, I do not 
think they will change the recommendations in this report, except perhaps to increase the 
impetus for implementing them. The VA claims process was largely shaped by the needs of 
veterans of World War II. It struggled to meet the needs of veterans of Vietnam and, more 
recently, of the first Gulf War. The current Rating Schedule is not as up to date as it should be in 
areas affecting many veterans. The musculoskeletal and neurological sections of the Rating 
Schedule have not been comprehensively updated since 1945, and other important sections, such 
as the one addressing mental disorders, have not been updated for more than 10 years. This is 
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why the committee is recommending a complete overhaul of the Rating Schedule and 
establishment of a process for keeping it up to date. The committee is also recommending that 
the revisions be based in part on information about the effects of veterans’ impairments on their 
ability to function in society (including, but not limited to, employment) and their quality of life. 
This is in part because we now know that degree of impairment, upon which most of the current 
Rating Schedule is based, does not always correlate with today’s understanding of degree of 
disability. Also, we have a better understanding of how to measure functional limitations.  

Finally, some of the signature injuries incurred in OEF/OIF (e.g., closed head traumatic 
brain injury [TBI], posttraumatic stress disorder [PTSD]) are not visible or subject to a 
laboratory test and, instead, must be evaluated in terms of their functional consequences. 
Similarly, it is difficult to determine the disability resulting from multiple impairments (e.g., 
combinations of TBI, amputation, paralysis, loss of vision or hearing, PTSD, and depression) 
without referring to their net effect on a veteran’s functional capacity.  

The committee respectfully hopes we have made the case for substantial change to be 
made and that our nation will respond to the challenge promptly and positively. Our veterans 
deserve no less. 
 
 
      Lonnie R. Bristow, M.D. 

      Chair 
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Summary 

 
 
 
 
 
 
 
 
 
 
 

ABSTRACT: The Department of Veterans Affairs (VA) compensates veterans for inju-
ries and diseases acquired or aggravated during military service. Currently (2007), the 
amount of monthly compensation to a veteran without dependents ranges from $115 for a 
10 percent rating to $2,471 for a 100 percent rating. Approximately 2.8 million veterans 
are receiving compensation totaling about $30 billion a year (dependents and survivors 
receive another $5 billion a year). The rating is determined using the VA Schedule for 
Rating Disabilities (Rating Schedule), which has criteria based mostly on degree of im-
pairment—i.e., loss of body structures and systems. This report recommends that VA 
comprehensively update the entire Rating Schedule and establish a regular process for 
keeping it up to date. VA should dedicate staff to maintaining the Rating Schedule and 
reestablish an external advisory committee of medical and other disability experts to as-
sist in the updating process. The report also recommends that the current statutory pur-
pose of VA’s disability compensation program—to compensate for average loss of earn-
ing capacity—should be expanded to compensate for nonwork disability and loss of 
quality of life as well as average loss of earning capacity. VA should investigate how well 
the rating levels correspond to average loss of earnings and adjust rating criteria to en-
sure that as ratings increase, average loss of earnings also increases (vertical equity), 
and that the same ratings are associated with similar average losses of earnings across 
body systems (horizontal equity). VA should also apply measures of functional limita-
tions, such as activities of daily living and instrumental activities of daily living, and de-
termine if the Rating Schedule accounts for them (i.e., as limitations on ability to engage 
in usual life activities increase, ratings tend to increase). If not, VA should incorporate 
functional criteria in rating criteria or develop a separate mechanism for compensating 
for functional limitations beyond work disability. The methodology for measuring quality 
of life (QOL) is not as well developed as it is for measuring functional limitations. Ac-
cordingly, VA initially should engage in research and development efforts to create 
measures valid for the veteran population before determining if the Rating Schedule 
compensates for QOL (i.e., as quality of life diminishes, ratings generally increase) and, 
if it does not, develop a mechanism for compensating for loss of QOL clearly beyond loss 
in earnings or limitations in daily life. The report also addresses a number of other top-
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ics, for example, use of computer-based templates to improve disability examinations; 
better training of examiners and raters; adoption of commonly used diagnostic classifica-
tion systems; comprehensive needs assessment of veterans separating from military ser-
vice for health care, vocational rehabilitation, educational, and other benefits and ser-
vices provided by VA; involvement of vocational expertise in determining individual 
unemployability; and research to improve the rating process (e.g., analyses of the valid-
ity and reliability of the Rating Schedule, evaluations of training and certification pro-
grams, and extent to which compensation and ancillary benefits meet the needs of veter-
ans). 
 

INTRODUCTION 
The Institute of Medicine (IOM) was asked by the Veterans’ Disability Benefits Commission 

to study and recommend improvements in the medical evaluation and rating of veterans for the 
benefits provided by the Department of Veterans Affairs (VA) to compensate for illnesses or in-
juries incurred in or aggravated by military service. The main topics examined in this report by 
the committee formed to undertake the study are the VA’s “Schedule for Rating Disabilities”—
usually referred to as the “Rating Schedule”—and the development of medical information in the 
evaluation of veterans claiming disability and the use of that information in the rating process. 

Compensation for service-connected disability is a monthly cash benefit made to veterans 
who are disabled due to an illness or injury that occurred during service or was aggravated by 
service. Raters use the Rating Schedule to determine degree of disability, ranging in 10 percent 
increments from 0 to 100 percent, and a veteran’s benefit level is tied to his or her rating. Bene-
fits range from $115 a month for a 10 percent rating to $2,471 for a 100 percent rating (plus ad-
ditional amounts for dependents of those with 30 percent ratings or higher). 

The statutory purpose of disability benefits is to compensate veterans for “the average im-
pairments of earning capacity resulting from such injuries in civil occupations.” VA program 
policies clearly reflect a grateful nation. They include deciding in favor of the veteran if there is 
reasonable doubt; assisting the veteran in gathering evidence; identifying conditions that might 
be compensable even if the veteran does not claim them; and presumption of service connection 
for certain conditions. A disability rating also entitles a veteran to ancillary services, such as vo-
cational rehabilitation and employment services, and higher ratings provide access to more bene-
fits, such as free health care. The compensation is tax exempt, and there are annual cost-of-living 
adjustments. 

It is important that the tool used to determine the rating—the Rating Schedule—be as effec-
tive as possible in fulfilling the purpose of the compensation program. Is it valid and reliable in 
determining degree of disability? Is it up to date, and are there adequate arrangements for keep-
ing it up to date? Are there better ways of evaluating disability? This report addresses these and 
related questions and makes recommendations for improvements. 

IMPAIRMENT, DISABILITY, AND QUALITY OF LIFE 
The statutory purpose of the cash benefits currently provided to veterans with disabilities is 

to compensate for the work disability (“average impairment in earning capacity”) resulting from 
service-related injuries and diseases. In practice, Congress and VA have implicitly recognized 
consequences in addition to work disability of impairments suffered by veterans in the Rating 
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Schedule and other ways. Modern concepts of disability include work disability, nonwork dis-
ability, and quality of life, although not all of the tools used to operationalize the evaluation of 
this broader concept of disability are well developed. The Rating Schedule currently emphasizes 
impairment and limitations or loss of specific body structures and functions, which may not pre-
dict disability well. However, the Rating Schedule could be revised to include factors that are 
more directly related to disability, such as activities of daily living and other whole-person-level 
functional limitations. It may also be possible to develop procedures to measure and compensate 
for loss of quality of life. Revising the Rating Schedule would be greatly assisted by a clearer 
definition of the purpose of compensation. 

 
Recommendation 3-1.1 The purpose of the current veterans’ disability compensation 
program as stated in statute currently is to compensate for average impairment in 
earning capacity, that is, work disability. This is an unduly restrictive rationale for 
the program and is inconsistent with current models of disability. The veterans’ dis-
ability compensation program should compensate for three consequences of service-
connected injuries and diseases: work disability, loss of ability to engage in usual life 
activities other than work, and loss in quality of life. (Specific recommendations on 
approaches to evaluating each consequence of service-connected injuries and dis-
eases are in Chapter 4.) 
 
The committee is aware that adopting Recommendation 3-1 would be difficult and costly. 

Legislative endorsement would be very helpful, if not required. If the recommendation is 
adopted, the Rating Schedule and the procedures needed to implement it will need to be revised 
to reflect the expanded purposes for disability benefits endorsed by the committee. This can be 
done in phases, after appropriate research and analysis and pilot projects to study the feasibility 
of changes. This issue is addressed in Chapters 4 and 5. 

Expanding the bases for veterans’ disability compensation also has cost implications. There 
will be start-up costs incurred in developing the instruments for evaluating degree of functional 
limitation and loss of QOL, transitional costs such as training, and possibly greater compensation 
costs (if functional or QOL deficits are greater on average than are accounted for using the cur-
rent impairment ratings). Although the committee was not asked to consider costs in recom-
mending improvements in medical evaluation of veterans for disability benefits, the issue is ad-
dressed at the end of Chapter 4. 

In addition, if disability compensation is considered in the larger context of veterans’ bene-
fits, in conjunction with today’s views on the rights of individuals with disabilities to live as full 
a life as possible, it is possible to envision a more comprehensive evaluation of a veteran’s 
needs—including medical, educational, vocational, and compensation. Currently, the assessment 
process is piecemeal and fragmented. Either the veteran must receive a rating to access related 
services, such as health care and vocational rehabilitation and employment services, or the other 
service, such as education, is separate. This issue is addressed in Chapter 6. 

                                                           
1 Recommendations used throughout the Summary and the rest of the report are numbered according to the 

chapter in which they appear and the order in which they appear in that chapter. Thus Recommendation 3-1, which 
is the first recommendation in the report, is the first recommendation to appear in Chapter 3. 
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THE RATING SCHEDULE 

Updating the Rating Schedule 
It is important for the Rating Schedule to be as up to date as possible in current medical ap-

proaches and terminology to serve veterans with disabilities most effectively. This ensures that 
the criteria in the Rating Schedule are based on concepts and terms used by medical personnel 
who provide medical evidence, and that evolving understanding of, or recognition of new, dis-
abling conditions is reflected. 

Currently, the Rating Schedule is out of date medically. It has been more than 10 years since 
many body systems were comprehensively updated, and some have not been updated for much 
longer. The Rating Schedule should be revised to remove ambiguous criteria and obsolete condi-
tions and language, reflect current medical practice, and include medical advances in diagnosis 
and classification of new conditions. 

VA should expeditiously undertake a comprehensive revision of the Rating Schedule and es-
tablish a formal process to revise it approximately every 10 years. Several body systems could be 
revised each year on a staggered basis to make this feasible. VA will need to increase its staff 
capacity to update and revise the Rating Schedule. The process would also benefit from external 
advice from medical, rehabilitation, and vocational experts and the veteran community. 

 
Recommendation 4-1. VA should immediately update the current Rating Schedule, 
beginning with those body systems that have gone the longest without a comprehen-
sive update, and devise a system for keeping it up to date. VA should reestablish a 
disability advisory committee to advise on changes in the Rating Schedule. 
 

Revising the Rating Schedule to Improve the Relationship between Ratings 
and Earnings Losses 

The formal purpose of the Rating Schedule is to compensate for loss of earning capacity. 
Loss of earning capacity is more a legal or economic than medical concept. In practice, the best 
proxy for earning capacity is actual earnings. There is no current evidence on the relationship 
between the Rating Schedule’s severity ratings and average loss of earnings of veterans with dis-
abilities. Findings were mixed when VA last looked at this in 1971. Since that time, substantial 
social and technological changes have occurred (e.g., passage of the Americans with Disabilities 
Act, advances in assistive devices) that make it easier for people with disabilities to work. A 
comparison study should be done using a nationally representative sample of veterans with and 
without disabilities. The rating criteria could be adjusted accordingly to achieve vertical equity 
(i.e., the higher the rating, the lower the earnings on average) and horizontal equity (i.e., average 
earnings at any given rating level are the same across conditions). 

 
Recommendation 4-2. VA should regularly conduct research on the ability of the 
Rating Schedule to predict actual loss in earnings. The accuracy of the Rating 
Schedule to predict such losses should be evaluated using the criteria of horizontal 
and vertical equity. 
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Recommendation 4-3. VA should conduct research to determine if inclusion of fac-
tors in addition to medical impairment, such as age, education, and work experi-
ence, improves the ability of the Rating Schedule to predict actual losses in earnings. 
 
Recommendation 4-4. VA should regularly use the results from research on the abil-
ity of the Rating Schedule to predict actual losses in earnings to revise the rating 
system, either by changing the rating criteria in the Rating Schedule or by adjusting 
the amounts of compensation associated with each rating degree. 

Revising the Rating Schedule to Improve the Relationship between Ratings 
and Limitations on Ability to Engage in Usual Life Activities 

The lives of veterans with service-connected injuries and diseases can be changed in many 
ways from what their lives might have been had they not become limited by the effects of those 
injuries or diseases, which can affect even those veterans who can work. It is possible that the 
Rating Schedule, when updated, will compensate for consequences in addition to work disability 
even though it is intended to compensate for loss of earning capacity. This is an empirical ques-
tion that VA should address by developing a functional limitation scale (or adapting an existing 
scale) to a sample of veterans with and without disabilities, and determining if it would lead to 
different ratings than the Rating Schedule. If it is found that functional measures capture disabil-
ity not captured by the Rating Schedule, VA should decide how to compensate for it. 

 
Recommendation 4-5. VA should compensate for nonwork disability, defined as 
functional limitations on usual life activities, to the extent that the Rating Schedule 
does not, either by modifying the Rating Schedule criteria to take account of the de-
gree of functional limitation or by developing a separate mechanism. 
 

Revising the Rating Schedule to Improve the Relationship between Ratings 
and Losses in Quality of Life  

The purpose of the current Rating Schedule is to compensate for work disability, not for 
losses in quality of life. Therefore, it is likely that the relationship between ratings under the cur-
rent Rating Schedule and the QOL measures are not especially close, which creates an empirical 
question that should be addressed. If research shows a disparity between the Rating Schedule and 
loss of QOL measures, VA should develop a way to compensate for the loss not compensated by 
the Rating Schedule. This could be done by adapting the Rating Schedule to be used for both 
work disability and loss in quality of life, or there could be separate Rating Schedules for these 
two consequences of service-related injuries and diseases. 

 
Recommendation 4-6. VA should determine the feasibility of compensating for loss 
of quality of life by developing a tool for measuring quality of life validly and relia-
bly in the veteran population, conducting research on the extent to which the Rating 
Schedule already accounts for loss in quality of life, and if it does not, developing a 
procedure for evaluating and rating loss of quality of life of veterans with disabili-
ties. 
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THE MEDICAL EXAMINATION AND DISABILITY RATING PROCESS 

Medical Evaluation Process 
Nearly every veteran applying for disability compensation is examined by a physician or 

other clinician (e.g., audiologist) working for or under contract to VA. Investigations of the 
claims process in the 1990s showed that incompleteness and lateness of such compensation and 
pension (C&P) examinations were a serious problem. The Veterans Benefits Administration 
(VBA) and the Veterans Health Administration (VHA) have worked to improve this process, but 
more needs to be done and stronger measures need to be taken to implement the improved pro-
cedures that have been developed. 

Need for Regular Updating of Examination Worksheets/Templates 
VA does not systematically update the C&P examination worksheets and some—developed 

as long ago as 10 years—are seriously out of date. 
 
Recommendation 5-1. VA should develop a process for periodic updating of the dis-
ability examination worksheets. This process should be part of, or closely linked to, 
the process recommended above for updating and revising the Schedule for Rating 
Disabilities. There should be input from the disability advisory committee recom-
mended above (see Recommendation 4-1). 

Requiring the Use of the Examination Templates 
Use of the worksheets is not required and many examiners do not use them. Use of the online 

templates has increased rapidly, presumably because of their ease of use. VA is considering a 
mandate that the use of the latter, although that is not the case currently. 

 
Recommendation 5-2. VA should mandate the use of the online templates that have 
been developed for conducting and reporting disability examinations. 

Assessing and Improving Quality and Consistency of Examinations 
Quality assurance of medical examinations and ratings currently is process oriented—

meaning, focused on whether the information provided on the examination form was complete 
and timely, not whether it was correct. A sample of ratings is reviewed substantively, but the re-
sults are not systematically analyzed for general problems or consistency. 

 
Recommendation 5-3. VA should establish a recurring assessment of the substantive 
quality and consistency, or inter-rater reliability, of examinations performed with 
the templates and, if the assessment finds problems, take steps to improve quality 
and consistency, for example, by revising the templates, changing the training, or 
adjusting the performance standards for examiners. 
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The Rating Process 

Quality of Rating Decisions 
VBA’s quality assurance program, STAR, implemented in 1998, has improved the accuracy 

rate from 80 percent in FY 2002 to 88 percent in FY 2006. The sample is only large enough to 
determine the aggregate accuracy rate of regional offices. It does not assess accuracy at the body 
system or diagnostic code level, and it does not measure consistency across regional offices. 

There are many sources of variability in decision making that, if not addressed and reduced 
to the extent possible, make it unlikely that veterans with similar disabilities are being treated 
similarly. Variability cannot be totally eliminated, but sources of variability that can be con-
trolled, such as training, guidelines, and rater qualifications, should be addressed. 

 
Recommendation 5-4. The rating process should have built-in checks or periodic 
evaluations to ensure inter-rater reliability as well as the accuracy and validity of 
rating across impairment categories, ratings, and regions. 

Better Access to Medical Expertise 
Few raters have medical backgrounds. They are required to review and assess medical evi-

dence provided by treating physicians and VHA examining physicians and determine percentage 
of disability, but VBA does not have medical consultants or advisers to support the raters. Medi-
cal advisers would also improve the process of deciding what medical examinations and tests are 
needed to sufficiently prepare a case for rating. 

 
Recommendation 5-5. VA raters should have ready access to qualified health-care 
experts who can provide advice on medical and psychological issues that arise dur-
ing the rating process (e.g., interpreting evidence or assessing the need for addi-
tional examinations or diagnostic tests). 
 
Medical consultants to adjudicators could come from VHA, outside contractors, or by 

hiring health-care providers on VBA’s own staff. 

Training of Examiners and Adjudicators 
VBA has a training program and is implementing a certification program for raters and, with 

VHA, is implementing a training and certification program for medical examiners. The training 
should be more intensive, and the training program should be rigorously evaluated. 

 
Recommendation 5-6. Educational and training programs for VBA raters and VHA 
examiners should be developed, mandated, and uniformly implemented across all 
regional offices with standardized performance objectives and outcomes. These pro-
grams should make use of advances in adult education techniques. External con-
sultants should serve as advisors to assist in the development and evaluation of the 
educational and training programs. 
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MEDICAL CRITERIA FOR ANCILLARY BENEFITS 
Currently, VA requires a disability rating for access to other benefits that are meant to help a 

veteran realize his or her potential in civilian life. The process is not ideal, because it requires the 
veteran to establish his or her disability, which may take months or sometimes years, before he 
or she is eligible for benefits from available services—such as health care, vocational rehabilita-
tion, and adaptive vehicles and housing—that could improve his or her economic situation and 
quality of life. There are also practical advantages to conducting a comprehensive evaluation of 
newly separating servicemembers that includes a determination of rehabilitation and vocational 
needs as well as compensation needs. 

 
Recommendation 6-1. VA and the Department of Defense should conduct a com-
prehensive multidisciplinary medical, psychosocial, and vocational evaluation of 
each veteran applying for disability compensation at the time of service separation.  
 
VA does not systematically assess the needs of veterans or evaluate its ancillary service pro-

grams. Many ancillary benefits, such as clothing allowances, automobile grants, and adaptive 
housing, arose piecemeal in response to circumstances of the time they were adopted. It could be 
that these programs could be changed to better serve veterans or that there are unaddressed 
needs. However, it is not possible to judge their appropriateness because the thresholds that have 
been set for ancillary benefits requirements were not based on research on who benefits or who 
benefits most from the services in terms of rating level.  

 
Recommendation 6-2. VA should sponsor research on ancillary benefits and obtain 
input from veterans about their needs. Such research could include conducting in-
tervention trials to determine the effectiveness of ancillary services in terms of in-
creased functional capacity and enhanced health-related quality of life. 
 

The current 12-year limit on eligibility for vocational rehabilitation services is a policy 
decision with no medical basis, although there may be administrative convenience or fiscal con-
trol reasons. There are types of employment and training requirements that do not realistically 
adhere to a 12-year deadline. For example, emerging assistive and workplace technologies (e.g., 
computing) may provide training or retraining opportunities for veterans with disabilities through 
continuing education of various kinds. New types of work may also emerge for which veterans 
with disabilities could be trained. 

 
Recommendation 6-3. The concept underlying the extant 12-year limitation for vo-
cational rehabilitation for service-connected veterans should be reviewed and, when 
appropriate, revised on the basis of current employment data, functional require-
ments, and individual vocational rehabilitation and medical needs. 
 
The percentage of entitled veterans applying for vocational rehabilitation and employment 

(VR&E) services is relatively low. In FY 2005, about 40,000 veterans applied for VR&E ser-
vices and were accepted. Of those deemed eligible, between a quarter and a third have not com-
pleted the program in recent years. VA should explore ways to increase participation in this pro-
gram. 
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Recommendation 6-4. VA should develop and test incentive models that would 
promote vocational rehabilitation and return to gainful employment among veter-
ans for whom this is a realistic goal. 
 

INDIVIDUAL UNEMPLOYABILITY 
Individual unemployability (IU) is a way for VA to compensate veterans at the 100 percent 

rate who are unable to work because of their service-connected disability, although their rating 
according to the Rating Schedule does not reach 100 percent. IU is based on an evaluation of the 
individual veteran’s capacity to engage in a substantially gainful occupation, which is defined as 
the inability to earn more than the federal poverty level, rather than on the schedular evaluation, 
which is based on the average impairment of earnings concept. 

Vocational Assessment in IU Evaluation 
Currently, VA’s policy is to consider vocational and other factors, but the process for obtain-

ing and assessing vocational evaluations is weak. Raters have disability evaluation reports from 
medical professionals and other medical records to analyze, but they do not have comparable 
functional capacity or vocational evaluations from vocational experts. Raters must determine the 
veteran’s ability to engage in normal work activities from medical reports and from information 
in the two-page application for IU and the one-page report from employers, neither of which asks 
about functional limitations. Raters do not receive training in vocational assessment. 

 
Recommendation 7-1. In addition to medical evaluations by medical professionals, 
VA should require vocational assessment in the determination of eligibility for indi-
vidual unemployability benefits. Raters should receive training on how to interpret 
findings from vocational assessments for the evaluation of individual unemployabil-
ity claims. 
 

IU Eligibility Thresholds 

Currently, to be eligible for IU, a veteran must have a rating of 60 percent for one impair-
ment or 70 percent for more than one impairment, as long as one of them is rated 40 percent. The 
basis for these threshold percentages is not known; they were adopted in 1941. Having a thresh-
old makes obvious administrative sense, as long as it is not so high that many people with lower 
ratings who are legitimately unemployable are excluded. What that threshold should be, and the 
extent to which the current threshold requirements reflect actual unemployability, are not known. 

 
Recommendation 7-2. VA should monitor and evaluate trends in its disability pro-
gram and conduct research on employment among veterans with disabilities. 
 

Age of IU Recipients 
As noted in the discussion of ancillary benefits, VA does not systematically assess the eco-

nomic situation of the veteran population and its needs. VA does not know, therefore, the reasons 
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for the rapid increase in the number of IU beneficiaries, and whether it indicates a need to ad-
dress special employment or medical needs of older veterans. 

 
Recommendation 7-3. VA should conduct research on the earnings histories of vet-
erans who initially applied for individual unemployability benefits past the normal 
age of retirement for benefits under the Old Age, Survivors, and Disability Insur-
ance Program under the Social Security Act. 
 

Factors Considered in IU Evaluation 
Congress has made a policy decision not to put an age limit on eligibility for IU. It is true that 

individuals are able and willing to work, and do work, in their 70s and 80s, and they should not 
be barred from receiving IU if disability forces them to quit. But age should still be considered a 
factor contributing to unemployability, in conjunction with other vocational factors that also re-
duce an individual’s likelihood of getting or keeping a job, such as minimal education, lack of 
skills, and employment history (e.g., manual labor). 

 
Recommendation 7-4. Eligibility for individual unemployability should be based on 
the impacts of an individual’s service-connected disabilities, in combination with 
education, employment history, and the medical effects of that individual’s age on 
his or her potential employability. 
 

Employment of IU Recipients 
Under the current system, a veteran on IU is permitted to engage in substantially gainful em-

ployment for up to 12 months before IU benefits are terminated, after which his or her payments 
drop back to their scheduler rating of 60, 70, 80, or 90 percent. Disability compensation amounts 
do not increase in direct proportion to disability rating percentages. The largest dollar increase in 
payment is between the 90 percent ($1,483 per month) and 100 percent ($2,471 per month) rat-
ing, which means that a veteran terminated from IU after working a year will have his or her 
monthly payments drop by 40 to 64 percent, depending on the scheduler rating. This poses a 
sudden “cash cliff” that may deter some veterans from trying to reenter the workforce. Most cash 
support programs try to provide incentives to work by using some sort of sliding scale to ease the 
transition from being a beneficiary to being ineligible. 

 
Recommendation 7-5. VA should implement a gradual reduction in compensation to 
individual unemployability recipients who are able to return to substantial gainful 
employment rather than abruptly terminate their disability payments at an arbi-
trary level of earnings. 
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OTHER DIAGNOSTIC CLASSIFICATION SYSTEMS AND RATING 
SCHEDULES 

Alternative Diagnostic Classification Codes 
Having the same diagnostic categories for the disability compensation program as VHA and 

other health-care providers—International Classification of Diseases (ICD) and Diagnostic and 
Statistical Manual for Mental Disorders (DSM)—would facilitate communication and under-
standing of a veteran’s health problems. The rater would be better able to relate information in 
medical records to the Rating Schedule if the diagnostic categories were the same. It would also 
help the program keep up with advances in medical understanding, because the ICD and the 
DSM undergo regular revision and periodic comprehensive revisions. This would help avoid the 
present situation in which some currently identified conditions are not in the Rating Schedule. 
Another advantage of using ICD codes would be the reduction in the rate of use of analogous 
codes. 

Use of common diagnostic categories would also allow VA program managers and research-
ers to compare populations and trends that would help in program planning and in epidemiologic 
and health services research. VA’s diagnostic codes are unique and do not allow comparisons of 
trends in disabilities in populations served by VHA or the Department of Defense or research 
normed to the veteran population.  

 
Recommendation 8-1. VA should adopt a new classification system using the Inter-
national Classification of Disease (ICD) and the Diagnostic and Statistical Manual 
for Mental Disorders (DSM) codes. This system should apply to all applications, in-
cluding those that are denied. During the transition to ICD and DSM codes, VA can 
continue to use its own diagnostic codes, and subsequently track and analyze them 
comparatively for trends affecting veterans and for program planning purposes. 
Knowledge of an applicant’s ICD or DSM codes should help raters, especially with 
the task of properly categorizing conditions. 
 

AMA Guides Impairment Rating System 

The AMA Guides to the Evaluation of Permanent Impairment is superior to the current Rat-
ing Schedule in two important respects. The Guides uses current medical concepts, terminology, 
and tests, and is updated regularly. But the Guides is not designed to measure disability, only 
impairment, and it is also designed to be used by a physician. The Guides, designed to measure 
degree of permanent impairment, not degree of ability to work (which is to be determined by 
government agencies or insurance companies), tends to have lower ratings than the Rating 
Schedule. The Guides do not determine percentage of impairment from mental disorders. 

 
Recommendation 8-2. Considering some of the unique conditions relevant for dis-
ability following military activities, it would be preferable for VA to update and 
improve the Rating Schedule on a regular basis rather than adopt an impairment 
schedule developed for other purposes. 
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SERVICE CONNECTION ON AGGRAVATION AND SECONDARY 
BASES 

Compensation for Aggravation of Preservice Disability and Allen 
Aggravation Claims 

Determination of aggravation is an individualized clinical judgment. 
 
Recommendation 9-1. VA should seek the judgment of qualified experts, supported 
by findings from current peer-reviewed literature, as guidance for adjudicating 
both aggravation of preservice disability and Allen aggravation claims. Judgment 
could be provided by VHA examiners, perhaps from VA centers of excellence, who 
have the appropriate expertise for evaluating the condition(s) in question in individ-
ual claims. 

Secondary Service Connection  
Like aggravation, secondary service connection involves individualized clinical judgment, 

but clinical judgment should be informed by the state of knowledge of causation in the condition 
being evaluated. 

 
Recommendation 9-2. VA should guide clinical evaluation and rating of claims for 
secondary service connection by adopting specific criteria for determining causa-
tion, such as those cited above (e.g., temporal relationship, consistency of research 
findings, strength of association, specificity, plausible biological mechanism). VA 
should also provide and regularly update information to C&P examiners about the 
findings of epidemiological, biostatistical, and disease mechanism research concern-
ing the secondary consequences of disabilities prevalent among veterans. 

CONCLUSION 
Some important cross-cutting themes emerged from the study. VA does not devote adequate 

resources to systematic analysis of how well it is providing its services (process analysis) or how 
much the lives of veterans are being improved (outcome analysis), the knowledge of which, in 
turn, would enable VA to improve the effectiveness and impacts of its benefit programs and ser-
vices. 

VBA does not have a program of research oriented toward understanding and improving the 
effectiveness of its benefit programs. Research efforts in the areas of applied process research, 
clinical outcomes, and economic outcomes should be undertaken. 

VA is missing the opportunity to take a more veteran-centered approach to service provision 
across its benefits programs. VA has the services needed to maximize the potential of veterans 
with disabilities, but they are not actively coordinated and thus are not as effective as they could 
be. The disability compensation evaluation process provides an opportunity to assess the needs 
of veterans with disabilities for the other services VA provides, such as vocational rehabilitation, 
employment services, and specialized medical services. This process would coordinate VA’s 
programs for each veteran and make it a more veteran-centered agency. 
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BOX S-1 Summary of Tasks and Associated Recommendations 

 
TASK 1. How well do the medical criteria in the VA Rating Schedule and VA rating regulations enable assessment 
and adjudication of the proper levels of disability to compensate both for the impact on quality of life and impairment 
in earnings capacity? Provide an analysis of the descriptions associated with each condition’s rating level that con-
siders progression of severity of condition as it relates to quality-of-life impairment and impairment in average earn-
ings capacity. 
 

Recommendation 3-1. The purpose of the current veterans’ disability compensation program as stated in statute 
currently is to compensate for average impairment in earning capacity, that is, work disability. This is an unduly 
restrictive rationale for the program and is inconsistent with current models of disability. The veterans’ disability 
compensation program should compensate for three consequences of service-connected injuries and diseases: work 
disability, loss of ability to engage in usual life activities other than work, and loss in quality of life. (Specific rec-
ommendations on approaches to evaluating each consequence of service-connected injuries and diseases are in 
Chapter 4.) 
 
Recommendation 4-1. VA should immediately update the current Rating Schedule, beginning with those body 
systems that have gone the longest without a comprehensive update, and devise a system for keeping it up to date. 
VA should reestablish a disability advisory committee to advise on changes in the Rating Schedule. 
 
Recommendation 4-2. VA should regularly conduct research on the ability of the Rating Schedule to predict ac-
tual loss in earnings. The accuracy of the Rating Schedule to predict such losses should be evaluated using the cri-
teria of horizontal and vertical equity. 
 
Recommendation 4-3. VA should conduct research to determine if inclusion of factors in addition to medical im-
pairment, such as age, education, and work experience, improves the ability of the Rating Schedule to predict ac-
tual losses in earnings. 
 
Recommendation 4-4. VA should regularly use the results from research on the ability of the Rating Schedule to 
predict actual losses in earnings to revise the rating system, either by changing the rating criteria in the Rating 
Schedule or by adjusting the amounts of compensation associated with each rating degree. 
 
Recommendation 4-5. VA should compensate for nonwork disability, defined as functional limitations on usual 
life activities, to the extent that the Rating Schedule does not, either by modifying the Rating Schedule criteria to 
take account of the degree of functional limitation or by developing a separate mechanism. 
 
Recommendation 4-6. VA should determine the feasibility of compensating for loss of quality of life by develop-
ing a tool for measuring quality of life validly and reliably in the veteran population, conducting research on the ex-
tent to which the Rating Schedule already accounts for loss in quality of life, and if it does not, developing a proce-
dure for evaluating and rating loss of quality of life of veterans with disabilities. 
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TASK 2. Certain criteria and/or levels of disability are required for entitlement to ancillary and special purpose 
benefits. To what extent, if any, do the required thresholds need to change? Determine from a medical perspective at 
what disability rating level a veteran’s medical or vocational impairment caused by disability could be improved by 
various special benefits such as adapted housing, automobile grants, clothing allowance, and vocational rehabilita-
tion. Consideration should be given to existing and additional benefits. 
 

Recommendation 6-1. VA and the Department of Defense should conduct a comprehensive multidisciplinary 
medical, psychosocial, and vocational evaluation of each veteran applying for disability compensation at the time 
of service separation.  
 
Recommendation 6-2. VA should sponsor research on ancillary benefits and obtain input from veterans about 
their needs. Such research could include conducting intervention trials to determine the effectiveness of ancillary 
services in terms of increased functional capacity and enhanced health-related quality of life. 
 
Recommendation 6-3. The concept underlying the extant 12-year limitation for vocational rehabilitation for ser-
vice-connected veterans should be reviewed and, when appropriate, revised on the basis of current employment 
data, functional requirements, and individual vocational rehabilitation and medical needs. 
 
Recommendation 6-4. VA should develop and test incentive models that would promote vocational rehabilitation 
and return to gainful employment among veterans for whom this is a realistic goal. 
 

 
TASK 3. Analyze the current application of the Individual Unemployability (IU) extra-schedular benefit to deter-
mine whether the VASRD descriptions need to more accurately reflect a veteran’s ability to participate in the eco-
nomic marketplace. Propose alternative medical approaches, if any, to IU that would more appropriately reflect in-
dividual circumstances in the determination of benefits. For the population of disabled veterans, analyze the cohort 
of IU recipients. Examine the base rating level to identify patterns. Determine if the VASRD description of conditions 
provide a barrier to assigning the base disability rating level commensurate with the veteran’s vocational impair-
ment. 
 

Recommendation 7-1. In addition to medical evaluations by medical professionals, VA should require vocational 
assessment in the determination of eligibility for individual unemployability benefits. Raters should receive train-
ing on how to interpret findings from vocational assessments for the evaluation of individual unemployability 
claims. 
 
Recommendation 7-2. VA should monitor and evaluate trends in its disability program and conduct research on 
employment among veterans with disabilities. 
 
Recommendation 7-3. VA should conduct research on the earnings histories of veterans who initially applied for 
individual unemployability benefits past the normal age of retirement for benefits under the Old Age, Survivors, 
and Disability Insurance Program under the Social Security Act. 
 
Recommendation 7-4. Eligibility for individual unemployability should be based on the impacts of an individual’s 
service-connected disabilities, in combination with education, employment history, and the medical effects of that 
individual’s age on his or her potential employability. 
 
Recommendation 7-5. VA should implement a gradual reduction in compensation to individual unemployability 
recipients who are able to return to substantial gainful employment rather than abruptly terminate their disability 
payments at an arbitrary level of earnings. 
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TASK 4. What are the advantages and disadvantages of adopting universal medical diagnostic codes rather than 
using a unique system? Compare and contrast the advantages/disadvantages of VA Schedule for Rating Disabilities 
and the American Medical Association Guides to the Evaluation of Permanent Impairment. 
 

Recommendation 8-1. VA should adopt a new classification system using the International Classification of Dis-
ease (ICD) and the Diagnostic and Statistical Manual for Mental Disorders (DSM) codes. This system should apply 
to all applications, including those that are denied. During the transition to ICD and DSM codes, VA can continue 
to use its own diagnostic codes, and subsequently track and analyze them comparatively for trends affecting veter-
ans and for program planning purposes. Knowledge of an applicant’s ICD or DSM codes should help raters, espe-
cially with the task of properly categorizing conditions. 
 
Recommendation 8-2. Considering some of the unique conditions relevant for disability following military activi-
ties, it would be preferable for VA to update and improve the Rating Schedule on a regular basis rather than adopt 
an impairment schedule developed for other purposes. 

 
 
TASK 5. From a medical perspective, analyze the current VA practice of assigning service connection on “secon-
dary” and “aggravation” bases. In “secondary” claims, determine what medical principles and practices should be 
applied in determining whether a causal relationship exists between two conditions. In “aggravation” claims, deter-
mine what medical principles and practices should be applied in determining whether a preexisting disease was in-
creased due to military service or was increased due to the natural process of the disease. 
 

Recommendation 9-1. VA should seek the judgment of qualified experts, supported by findings from current 
peer-reviewed literature, as guidance for adjudicating both aggravation of preservice disability and Allen aggrava-
tion claims. Judgment could be provided by VHA examiners, perhaps from VA centers of excellence, who have 
the appropriate expertise for evaluating the condition(s) in question in individual claims. 
 
Recommendation 9-2. VA should guide clinical evaluation and rating of claims for secondary service connec-
tion by adopting specific criteria for determining causation, such as those cited above (e.g., temporal relation-
ship, consistency of research findings, strength of association, specificity, plausible biological mechanism). 
VA should also provide and regularly update information to C&P examiners about the findings of epidemiol-
ogical, biostatistical, and disease mechanism research concerning the secondary consequences of disabilities 
prevalent among veterans. 

 
 
TASK 6. Compare and contrast the role of healthcare professionals in the claims/appeals process in VA and DoD, 
Social Security, and federal employee disability benefits programs. What skills, knowledge, training, and certification 
are required of the persons performing the examinations and assigning the ratings? 
 

Recommendation 5-1. VA should develop a process for periodic updating of the disability examination work-
sheets. This process should be part of, or closely linked to, the process recommended above for updating and revis-
ing the Schedule for Rating Disabilities. There should be input from the disability advisory committee recom-
mended above (see Recommendation 4-1). 
 
Recommendation 5-2. VA should mandate the use of the online templates that have been developed for conduct-
ing and reporting disability examinations. 
 
Recommendation 5-3. VA should establish a recurring assessment of the substantive quality and consistency, or 
inter-rater reliability, of examinations performed with the templates and, if the assessment finds problems, take 
steps to improve quality and consistency, for example, by revising the templates, changing the training, or adjust-
ing the performance standards for examiners. 
 
Recommendation 5-4. The rating process should have built-in checks or periodic evaluations to ensure inter-rater 
reliability as well as the accuracy and validity of rating across impairment categories, ratings, and regions. 
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Recommendation 5-5. VA raters should have ready access to qualified health-care experts who can provide ad-
vice on medical and psychological issues that arise during the rating process (e.g., interpreting evidence or assess-
ing the need for additional examinations or diagnostic tests). 
 
Recommendation 5-6. Educational and training programs for VBA raters and VHA examiners should be devel-
oped, mandated, and uniformly implemented across all regional offices with standardized performance objectives 
and outcomes. These programs should make use of advances in adult education techniques. External consultants 
should serve as advisors to assist in the development and evaluation of the educational and training programs. 
 
Appendix D, The Role of Medical Personnel in Selected Disability Benefit Programs. 
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Introduction 
 
 
 
 
 
 
 
 
 
 
 

The story of the Cuban missile crisis is well known. In the summer of 1962, in response to 
evidence of a significant increase in shipments from the Soviet Union to Cuba, President Ken-
nedy ordered Air Force U-2 reconnaissance flights over Cuba. These reconnaissance missions 
produced evidence of ballistic missile and nuclear storage facility construction. On October 22, 
President Kennedy addressed the nation about the situation in Cuba and, in the end, the world 
breathed a long sigh of relief at the conclusion of the missile crisis, as a potentially catastrophic 
war was narrowly avoided. 

Less well known, perhaps, is the personal story of Air Force Major Rudolph Anderson, one 
of the U-2 pilots who flew those reconnaissance missions. On October 27, five days after Presi-
dent Kennedy’s address to the nation, Major Anderson flew yet another reconnaissance mission 
over Cuba. He died when his U-2 jet was shot down by a Soviet-supplied surface-to-air missile, 
and became the sole U.S. military casualty of the Cuban missile crisis. 

The following day, in a personal letter to Major Anderson’s widow, Frances, President Ken-
nedy expressed his shock over the loss of her husband’s life. The President described the kind of 
sacrifice Major Anderson made by giving his life in service to his country, and referred to it as 
“the source of our freedom.” Kennedy went on to say, “On behalf of a grateful nation, I wish to 
convey to you and your children the sincere gratitude of all the people.” 

Other presidents have used similar words on many occasions dating back to the days of the 
Revolutionary War. However, in his letter to Mrs. Anderson, President Kennedy eloquently ex-
pressed the entire country’s feeling of indebtedness to veterans and their families who sacrifice 
on behalf of our nation. 

It is impossible to undertake any responsible assessment of a veteran’s assistance program 
without starting here—with an understanding and acknowledgement that these programs are but 
one way (and, sometimes, an inadequate way) that a “grateful nation” attempts to repay its in-
debtedness to those who serve in the military. Any judgment about how these programs perform 
has to be made through this lens. That is why any comparisons between the veteran’s disability 
compensation program and similar disability assistance programs (such as Social Security Dis-
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ability Insurance, Workers’ Compensation, or private disability retirement programs) are bound 
to fall short. The standard is just not the same. 

Of course, this does not mean that the veteran’s disability compensation program is perfect or 
that it should not be held to high standards of performance. Careful and critical assessment of 
program performance is essential, but it has to be done within the context of the program’s 
unique circumstances. 

The following is how the Department of Veterans Affairs (VA), the government agency re-
sponsible for veterans’ programs, expresses the unique circumstances under which a “grateful 
nation” provides for its veterans (VA, 2006): 

 
For 230 years, Americans in uniform have set aside their personal aspirations and safety to 
procure and protect the freedoms established by the Founders of our great nation. Through 
their service, and, all too often, through their sacrifices, these brave men and women have 
earned the gratitude and respect of the entire nation. 
 
During the Civil War, President Abraham Lincoln affirmed our nation's commitment “… to 
care for him who shall have borne the battle, and for his widow and his orphan.” His elo-
quent words endured from his century to ours and serve today as the motto of the Department 
of Veterans Affairs, the federal agency responsible for honoring our debt of gratitude to 
America's patriots. 
 

PROJECT BACKGROUND 
P.L. 108-136 (the National Defense Authorization Act of 2004) established the Veterans’ 

Disability Benefits Commission to “carry out a study of the benefits under the laws of the United 
States that are provided to compensate and assist veterans and their survivors for disabilities and 
deaths attributable to military service.” The law requires the commission to make recommenda-
tions to the president and to Congress about: (1) the appropriateness of such benefits under the 
laws in effect on the date of the enactment of the act, (2) the appropriateness of the level of such 
benefits, and (3) the appropriate standard or standards for determining whether a disability or 
death of a veteran should be compensated. 

The law also requires the commission, in its report, to include an evaluation and assessment 
of the following: 

 
• the laws and regulations that determine eligibility for disability and death benefits and 

other assistance for veterans and their survivors; 
• the rates of such compensation, including the appropriateness of a schedule for rating dis-

abilities based on average impairment of earning capacity; and 
• comparable disability benefits provided to individuals by the federal government, state 

governments, and the private sector. 
 
In carrying out these tasks, the commission developed a comprehensive set of research ques-

tions for study in determining whether the current disability compensation design is appropriate 
or whether more appropriate alternatives exist. As required by its statutory mandate, the commis-
sion consulted with the Institute of Medicine (IOM) on those research questions relating to the 
medical aspects of contemporary disability compensation policies. 
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The commission asked IOM to convene two committees of experts to address the following 
six tasks (with one committee addressing tasks 1 through 5 and the other addressing task 6): 

 
1. Conduct a comprehensive review of VA’s “Schedule for Rating Disabilities” (the “Rating 

Schedule”). Assess whether the schedule is an appropriate, valid, and reliable instrument 
for evaluating medical impairment and determining degree of disability.  

2. Examine adequacy and appropriateness of medical criteria used to qualify veterans for 
special purpose and ancillary benefits including individual unemployability (IU). 

3. Determine if the methods for determining and coding impairments and the methods for 
determining their severity are medically sound for single and multiple conditions. 

4. Assess the medical criteria currently used to qualify veterans for secondary and aggra-
vated service-connected conditions and how to measure and control for the effect of natu-
ral disease progression. 

5. Assess how medical expertise is used to evaluate veterans throughout the claims process. 
Comment on the appropriateness of medical credentials and training requirements needed 
to support the disability evaluation and rating process. 

6. Review the current scientific methodology used to support presumptive compensation 
decisions. Suggest alternate models that better leverage scientific knowledge for these 
decisions. 

 
In response to the request, IOM formed the Committee on Evaluation of the Presumptive Dis-

ability Decision-Making Process for Veterans to address task 6. That committee’s report will be is-
sued separately. 

IOM also formed the Committee on Medical Evaluation of Veterans for Disability Compen-
sation (hereafter referred to simply as “the committee”) to respond to tasks 1 through 5. The re-
mainder of this report provides the findings, conclusions, and recommendations of that commit-
tee. 

The committee consists of 16 experts representing disciplines of particular relevance to these 
tasks, as specified by the commission, including experts in clinical medicine, mental health, dis-
ability medicine, legal medicine (disability), physical rehabilitation, private-sector disability pro-
grams, veteran health compensation policy, and the veterans’ health system. In addressing these 
five tasks, the committee considered specific questions posed for it by the commission. (The 
original five tasks evolved into six specific study questions, with the exception of task 2, which 
produced two separate study questions): 

 
• How well do the medical criteria in the Rating Schedule and VA rating regulations enable 

the assessment and adjudication of the proper levels of disability to compensate both for 
the impact on quality of life and impairment in earnings capacity? Provide an analysis of 
the descriptions associated with each condition’s rating level that considers progression 
of severity of condition as it relates to quality-of-life impairment and impairment in aver-
age earnings capacity. 

• Certain criteria and/or levels of disability are required for entitlement to ancillary and 
special-purpose benefits. To what extent, if any, do the required thresholds need to 
change? Determine from a medical perspective at what disability rating level a veteran’s 
medical or vocational impairment caused by disability could be improved by various spe-
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cial benefits (such as adapted housing, automobile grants, clothing allowance, and voca-
tional rehabilitation). Consideration should be given to existing and additional benefits. 

• Analyze the current application of the IU benefit to determine whether the Rating Sched-
ule descriptions need to more accurately reflect a veteran’s ability to participate in the 
economic marketplace. For the population of veterans with disabilities, analyze the co-
hort that has been rated as being unemployable. Examine the base rating level to identify 
patterns. Determine if the Rating Schedule description of the condition provides a barrier 
to assigning the base disability rating level commensurate with the veteran’s true voca-
tional condition. 

• What are the advantages and disadvantages of adopting universal medical diagnostic 
codes rather than using a unique system? Compare and contrast the advantages and dis-
advantages of the Rating Schedule and the American Medical Association Guides to the 
Evaluation of Permanent Impairment (AMA Guides).  

• From a medical perspective, analyze the current VA practice of assigning service connec-
tion on “secondary” and “aggravation” bases. In secondary claims, determine what medi-
cal principles and practices should be applied in determining whether a causal relation-
ship exists between two conditions. In aggravation claims, determine what medical 
principles and practices should be applied in determining whether a preexisting disease 
was increased because of military service or was increased because of the natural process 
of the disease. 

• Compare and contrast the role of medical clinicians in the claims and appeals processes 
in VA and the Department of Defense (DoD), in Social Security, and in the various fed-
eral employee disability benefits programs. 

 
The committee met five times between May 25, 2006, and January 8, 2007. Three of these 

meetings included sessions open to the public, and the committee heard from a wide range of 
individuals and organizations with interest or expertise in veteran’s health and disability, as well 
as experts in measurement of disability and quality of life. 

In addition, members of the committee and staff visited several VA regional offices and a 
VA medical center to observe compensation claims processing. They spoke with a variety of in-
dividuals, including regional office directors and assistant directors, clinicians, veterans service 
representatives, rating veterans service representatives, and decision review officers. 

Agencies, organizations, and other groups who provided data, other information, and state-
ments to the committee included the following: 

 
• Veterans’ Disability Benefits Commission 
• Department of Veterans Affairs 
• Board of Veterans Appeals 
• Office of the Secretary of Defense 
• Navy Physical Evaluation Board 
• African American Post-Traumatic Stress Disorder Association 
• Missouri Veterans Commission 
• Veterans of Foreign Wars, National Veterans Service 
• Vietnam Veterans of America 
• American Legion 
• Disabled American Veterans 
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• American Psychiatric Association 
• American Medical Association 

BRIEF OVERVIEW OF THE VETERANS DISABILITY 
COMPENSATION PROGRAM 

VA administers federal veterans’ assistance programs. Generally, a veteran must have been 
discharged from active military service under other than dishonorable conditions to qualify for 
assistance. Veterans’ benefits include, but are not limited to 

 
• health care, 
• compensation for service-connected disabilities, 
• assistive devices and special benefits for service-connected disabilities, 
• disability pension, 
• education and training, 
• vocational rehabilitation, 
• home loan guaranty, 
• life insurance, and 
• burial and memorial benefits. 
 
A variety of stakeholders are involved in these veterans benefit programs, with separate, but 

interrelated, roles and interests. These include the following: 
 
• Veterans and their dependents and survivors—These are the recipients of veterans’ bene-

fits, as well as other veterans, dependents, and survivors who wish to receive benefits, but 
who do not qualify.  

• Members of the general public—The public, which funds these programs through the 
taxes they pay, have a keen interest in ensuring that these programs are efficient, effec-
tive, fair, and accurate. 

• The legislative branch of the U.S. government—Congress makes the laws that authorize 
payment of veterans’ benefits and prescribe the overall program structure. 

• The executive branch of the U.S. government—Under the direction of the president, VA 
administers these programs. 

• The judicial branch of the U.S. government—The Court of Appeals for Veterans Claims 
has jurisdiction over appeals of VA decisions. 

• The providers of health-care services to veterans and their families within the VA hospi-
tals and clinics 

• The evaluators of impairment and disability (physicians and others) 
• VA raters (interpreters of the regulations governing disability) 
• Those within VA who resolve the disputes that may arise concerning presence or absence 

of disability and its extent 
• Veterans service organizations and other advocacy groups—Veterans service organiza-

tions include groups chartered by Congress or recognized by VA for purposes of repre-
senting veterans in claims (such as the American Legion, Vietnam Veterans of America, 
Veterans of Foreign Wars, Paralyzed Veterans of America, and Disabled American Vet-
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erans) and other non-chartered groups. These also include state and local veterans service 
organizations. 

 
The VA disability compensation program (which is described in much greater detail later in 

this report) provides a monthly, tax-exempt, cash payment to veterans who are disabled due to an 
illness or injury that is “service-connected.” A disability is “service-connected” if the particular 
illness or injury that results in disability was incurred while the individual was on active duty in 
the armed forces of the United States, or if a preexisting illness or injury was made worse (ag-
gravated) during active duty service. A disability is also service connected if, although it was not 
incurred during active duty service, it was nevertheless either caused or made worse by another 
service-connected disability (i.e., it is a “secondary” disability). 

Determining whether a disability was incurred while an individual was on active duty (i.e., a 
direct service connection) is relatively straightforward. If a veteran’s illness or injury causes dis-
ability and it was coincident with (i.e., it occurred or began during) active duty, then direct ser-
vice connection is established. The concept of “incurred while/during” active duty should not be 
confused with the medical concept of “caused by.” The subtle difference is intentional and un-
doubtedly represents a manifestation of the nation’s gratitude explained earlier. “Incurred while” 
is an assumption of national responsibility for the risks accepted during service. 

Establishing service connection based on aggravation of a preexisting condition or based on a 
secondary disability is more complex. In the case of a secondary disability, there must be a 
causal relationship between the veteran’s current (secondary) disability and another (primary) 
service-connected disability. In the case of aggravation of a preexisting condition, service con-
nection is established when there is an increase in disability (i.e., a worsening of the preexisting 
condition) during the service that is not caused by natural progression of the condition. However, 
VA applies a presumption of aggravation “unless there is a specific finding that the increase in 
disability is due to the natural progress of the disease.”1 Such determinations require complex 
medical judgments, which gave rise to task 4 of the commission’s request to IOM, which is con-
cerned with the medical principles and practices that should apply when evaluating secondary or 
aggravation cases. These issues are discussed in detail in Chapter 9 of this report. 

These monthly cash payments are intended to compensate veterans for the loss of earning ca-
pacity that results from the disability. However, the amount of compensation is not based on the 
specific veteran’s actual loss of earnings. Rather, it is based on the “average” impairment in 
earnings capacity caused by the disability. Further, although not explicit in the law, the legisla-
tive history of the VA disability compensation program is believed to include an implicit con-
gressional intent to compensate veterans for non-economic losses, such as loss or loss of use of a 
limb or organ that may not affect ability to work but reduces the quality of life of the veteran 
(VA, 2004). 

The amount of compensation is set by law, based on a percentage disability rating (from 0 to 
100 percent, in increments of 10 percent). The percentage rating is determined according to the 
Rating Schedule, which is intended to reflect the relative severity of the disability, meaning im-
pairment of earning capacity. However, there are persistent questions about the extent to which 
the Rating Schedule compensates for impairment of average earnings capacity. As one obvious 
example, although the disability ratings increase in 10 percent increments, the associated dollar 
payments do not. There are additional questions. According to the Government Accountability 
Office, the last comprehensive review of the validity of the Rating Schedule as a measure of loss 
                                                           

1 38 CFR 3.306(a). 
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of earning capacity was performed in the early 1970s (VA, 1971). It measured the difference be-
tween the earning capacity of veterans with disabilities and the earnings of veterans without dis-
abilities, controlling for age, education, and region of residence. Of the approximately 700 diag-
nostic codes studied, almost half (330) overestimated loss of earnings capacity and more than 10 
percent (75) underestimated loss of earnings capacity (GAO, 1997). Given the additional 35 
years of medical, social, technological, occupational, and economic changes that have transpired 
since that study was conducted, one would expect the correlation between the Rating Schedule 
and actual economic loss to be even more tenuous today. In addition, there has never been a 
study of the extent to which the Rating Schedule compensates for reduction in quality of life. 
These issues, which correspond to the commission’s task 1, are discussed in detail in Chapter 4 
of this report. 

When a veteran files a claim for disability compensation (see Figure 1-1 for an overview of 
the claims application and development process), the disability rating is made by a rating veter-
ans service representative working on a rating team. Rating veterans service representatives are 
nonmedical personnel who review veterans’ medical records and apply the Rating Schedule 
based on those records. Generally, an applicant’s claim file will include a compensation and pen-
sion examination, conducted either by medical personnel at a VA medical facility or by a con-
tract examination provider using VA’s examination protocols. However, physicians or other 
health-care professionals are not directly involved in making the rating decisions. Health profes-
sional involvement is generally limited to the examination component of the claim process and, 
on occasion, to providing opinions on such issues as whether an impairment occurred or was ag-
gravated during service or is a secondary consequence of a service-connected condition. Health-
care professionals are not asked for their judgment on the degree of disability resulting from an 
impairment, and they are not available to advise raters on the meaning of medical evidence while 
they are deciding a case. 

In 2006, VBA regional offices received over 654,000 claims for disability compensation.2 
Just over 81 percent of these were reopened claims (claims that were initially denied or where 
the veteran was not satisfied with the disability rating) and the rest were original claims. VBA 
made decisions on 628,000 claims.3 It took an average of 177 days to process claims requiring 
compensation and pension examinations4. 

A veteran who is dissatisfied with his or her rating decision may file an appeal (see Figure 1-
2 for an overview of the appeal process) with the local regional office. Members of an appeals 
team working at the regional office handle these cases. When a veteran requests an appeal, he or 
she has the option of having an informal hearing with a regional office staff member called a De-
cision Review Officer (DRO) for reconsideration of the case. If the DRO decides that the recon-
sideration upholds the regional office’s initial decision, the appeal is moved forward for review 
by an administrative law judge on the Board of Veterans Appeals (BVA). Alternatively, a vet-
eran may choose to skip the regional office hearing step and instead have a hearing with a BVA 
member, or have no hearing and let the claim go directly to BVA. 

 

                                                           
2 (8) FY07 budget request for 2000 and 2005 actuals (p. 3D-4), FY08 for 2006 actual and 2007 and 2008 esti-

mates (p. 6B-4) and for 2000-2005 actuals (rounded to nearest 1,000) (p. 6B7). 
3 GAO-07-512T, March 7, 2007:4, for FY2000-FY2006. 
4 The average elapsed time (in days) it takes to complete claims that require a disability decision is measured 

from the date the claim is received by RO to the date the decision is made by RO, including the following types of 
claims: Original Compensation, with 1-7 issues (End Product (EP) 110), Original Compensation, 8 or more issues 
(EP 010), Original Service Connected Death Claim (EP 140), Reopened Compensation Claims (EP 020). 
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In 2006, VA received 101,240 appeals notices (notices of disagreement) and almost 
12,000 BVA hearings were held.  BVA made a total of 39,000 decisions on appeals. Of these, 
19.3 percent were grants, 32 percent remands, 46.3 percent denials, and 2.4 percent other dispo-
sitions. The appeals resolution time averaged 657 days.5 

BVA may request a new medical examination or an independent medical opinion, but health 
professionals are not involved in making the appeal decision. The absence of direct involvement 
in the rating process by health-care professionals has raised concerns about the quality and accu-
racy of the assessments, particularly in cases that involve complex medical judgments (e.g., sec-
ondary and aggravation cases and multiple conditions, as discussed above). Such concerns are at 
the heart of the commission’s task 5. Health-care professionals involved in the claims and ap-
peals processes are discussed throughout the remainder of this report, particularly in Chapter 5 
and Appendix D. 

When a veteran is found to have a ratable disability, a diagnostic code is used to show the ba-
sis for the rating and for statistical analysis. These codes do not correspond to any widely used 
diagnostic coding system, such as the World Health Organization’s International Classification 
of Diseases (ICD) or the American Psychiatric Association’s Diagnostic and Statistical Manual 
of Mental Disorders (DSM). Adopting such a standardized coding system might help VA organ-
ize and analyze data for research, management, and policy development, and match and compare 
data across program agencies. However, changing to a new coding system could be difficult and 
costly. 

Beyond the issue of impairment coding, there are also widely used and regularly updated dis-
ability rating systems, such as the AMA Guides to the Evaluation of Permanent Impairment, that 
that could be used instead of the Rating Schedule and might provide for a more valid and reliable 
assessment process. However, changing over to such a system would be a significant departure 
from the current process, requiring a major overhaul of the VA compensation claim system. 
These issues give rise to the commission’s task 3, and they are addressed in detail in Chapter 8 of 
this report.In addition to regular monthly compensation payments, veterans can also qualify for 
additional special-purpose and ancillary benefits, including vocational rehabilitation, specially 
adapted homes, automobile assistance, and clothing allowance. Eligibility for these special-
purpose and ancillary benefits is based on meeting specific qualification criteria and/or disability 
rating levels. For example, to qualify for vocational rehabilitation and employment services, a 
veteran must have a service-connected disability rated at (or likely to be rated at) 20 percent or 
more, as well as an “employment handicap.”6 To qualify for automobile assistance, a veteran 
must be rated totally and permanently disabled or have one of a specified list of service-
connected impairments: loss or loss of use of one or both hands or feet; permanent impairment of 
vision of both eyes to a certain degree; or ankylosis of one or both knees, or one or both hips. 
The commission, as a part of task 2, asked IOM to evaluate whether the qualification criteria for 
ancillary benefits are appropriate or need to change. These issues are discussed in detail in Chap-
ter 6 of this report. 

A veteran with a rating of at least 60 percent for a single disability or 70 percent for a combi-
nation of disabilities (provided that one of the disabilities is rated at least 40 percent) can qualify 
for a 100 percent disability rating and compensation if he or she is unable to secure or retain em-
ployment because of the service-connected disabilities. This is known as “individual unemploy-

                                                           
5 IOM analysis of BVA data. 
6 Employment handicap is defined at 38 CFR § 21.51. The term means an impairment of the veteran’s ability to 

prepare for, obtain, or retain employment consistent with the veteran’s abilities, aptitudes, and interests. 
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ability” (IU), which is considered to be one of the most controversial of the additional benefits 
because (1) an IU rating decision is based on an individualized assessment of the applicant’s vo-
cational capacity rather than on the standard Rating Schedule concept of average impairment of 
earning capacity, and (2) the number of veterans granted IU has more than doubled between 
2000 and 2006. 

Generally (as noted above), the percentage disability rating is based on average impairment 
of earning capacity—not on any specific veteran’s actual loss of earnings capacity. Conse-
quently, some veterans who have a particular medical condition or conditions that warrants less 
than a 100 percent rating may, nevertheless, be totally precluded from engaging in employment 
because of the actual effects of the condition or conditions on him or her. IU allows such an in-
dividual to be compensated at 100 percent if he or she is “unable to secure or follow a substan-
tially gainful occupation as a result of service-connected disabilities.”7 Concerns have been 
raised about a dramatic increase in the number of veterans receiving IU, including a high per-
centage of individuals receiving the benefit who are beyond the normal age of retirement. There 
are also concerns about the extent to which the benefit encourages veterans to return to produc-
tive employment through vocational rehabilitation. The IU benefit is also a subject of the com-
mission’s task 2, and is addressed in detail in Chapter 7 of this report. 

 
To carry out its work, the committee reviewed known historical and current evidence, includ-

ing detailed information on the Rating Schedule updates that have been carried out since 1945, 
and heard from numerous experts in the relevant subject areas. Many committee members visited 
regional offices in different parts of the country to try to better understand firsthand the opera-
tions of the current system, particularly the handling of claims as related to the medical questions 
they had been asked to address. After carefully considering this body of information, committee 
members put a great deal of thought into possible scenarios that might more optimally employ 
the structure of or improve the current system. They discussed possible alternatives to the current 
system as part of their effort to bring this system into the 21st century, and recommended ways 
both to enhance the system and to approach future research with an eye on making improve-
ments. 

The committee’s report characterizes veterans with disabilities in the 21st century (Chapter 
2); defines veterans disability (Chapter 3); describes the Rating Schedule’s history and current 
structure (Chapter 4) and the evaluation process (Chapter 5); discusses medical criteria for ancil-
lary benefits (Chapter 6), individual unemployability (Chapter 7), the potential role of other di-
agnostic classifications (e.g., the ICD and the DSM) and rating schedules (e.g., the AMA 
Guides) (Chapter 8), and service connection on aggravation and secondary bases (Chapter 9); 
and offers suggestions for building a 21st-century disability evaluation system (Chapter 10). Ap-
pendix C contains the paper “The Relationship between Impairments and Earnings Losses in 
Multicondition Studies,” which is strategic to part of Chapter 4’s discussions. Appendix D com-
pares the role of medical personnel in various disability benefit programs. Acronyms are pro-
vided at the front of the report, and the committee charge is found in Appendix B to assist the 
reader in following the text more easily and in understanding the committee’s responses to the 
tasks assigned by the commission. Appendix A provides biographical sketches of committee 
members and staff. 

 
 

                                                           
7 38 CFR § 4.16(a). 
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An effective medical evaluation system for a veterans’ disability compensation program de-

pends in part on the purpose of the program, which is addressed in Chapter 3. The effectiveness 
of such a system also depends in part on the volume of claims and the types of impairments for 
which veterans are likely to seek compensation. 

The numbers and types of claims submitted to the Department of Veterans Affairs (VA) for 
disability compensation depend on a number of variables, some of which are demographic. Ac-
cording to the VA Secretary, “The number of active duty servicemembers as well as reservists 
and National Guard members who have been called to active duty to support Operation Enduring 
Freedom [OEF] and Operation Iraqi Freedom [OIF] is one of the key drivers of new claims ac-
tivity” (U.S. Congress, House of Representatives, Committees on Veterans' Affairs, 2007a). The 
VA under secretary for benefits reported in March 2007 that nearly 1.46 million active duty ser-
vicemembers and reservists had been deployed to Afghanistan and Iraq, of whom more than 
689,000 had returned and been discharged (U.S. Congress, House of Representatives, Committee 
on Veterans’ Affairs, 2007c). Original (i.e., first-time) compensation claims have doubled in re-
cent years from 112,000 in FY 2000 to 217,000 in FY 2006 (VA, 2007a). 

However, original claims constitute only a third of the claims. The remaining two-thirds of 
compensation claims made each year are from veterans previously determined to have a service-
connected disability, most of them veterans of World War II, Korea, and Vietnam.1 As the popu-
lation of veterans ages, the Veterans Benefits Administration (VBA) can expect to see a growing 
percentage of claims for worsening chronic conditions, such as cardiovascular diseases, mental 
illnesses, and diabetes, and secondary conditions resulting from already service-connected dis-
abilities.2 This in turn has implications for the Veterans Administration Schedule of Rating Dis-
ability (Rating Schedule) and the process for applying it in the rating process. VBA is already 
                                                           

1 According to data provided to the committee by VA, nearly half (48 percent) of the 926,000 service-connected 
disabilities considered for higher ratings during calendar years 2004–2006 were from reopened claims of veterans of 
World War II, Korea, and Vietnam, and more than a third (36 percent) of the 4.3 million disabilities considered for 
service connection (i.e., claimed for the first-time) during the same three-year time period were from veterans of the 
same three wars. 

2 It should be noted that members of the National Guard and reserves called up to serve in Afghanistan and Iraq 
who were once in the active services may have been granted service-connected disabilities earlier, and they would 
be considered reopened cases if they apply for injuries suffered during their current active service. 
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reporting higher rates of claims for complications of diabetes.3 Often, these are more complex 
claims, requiring a determination that a new impairment, such as kidney or coronary heart dis-
ease, is as likely as not caused by the veteran’s service-connected diabetes, an issue that is ad-
dressed more fully in Chapter 9. If the incidence of a particular condition is likely to increase 
substantially, VBA might want to review and, if warranted, update the criteria in the Rating 
Schedule, to ensure that appropriate specialists are available to conduct examinations, and to 
provide specialized training and information resources to the raters. 

Similarly, if a war is underway, VBA can expect to see a new cohort of veterans with 
wounds and other injuries and diseases encountered in wartime situations. As protective equip-
ment, frontline emergency medicine, and medical evacuation techniques improve, more seriously 
injured servicemembers will survive at a higher rate. For example, the average time to evacuate a 
wounded servicemember from the battlefield to stateside care is three days, compared with 10 to 
14 days during the Persian Gulf War in 1991 and 45 days during the Vietnam War (U.S. Con-
gress, Senate, Defense Subcommittee, 2007). 

The ratio of wounded to killed in the current wars in Iraq and Afghanistan is 9.1 to 1, com-
pared with 3.2 to 1 in Vietnam and 2.3 to 1 in World War II.4 The main cause of injury in Iraq 
has been blasts from roadside bombs, resulting in a characteristic or “signature” set of multi-
system injuries likely to result in permanent severe impairments and functional limitations 
(Scott, 2005).5 These include brain injury, blinding, hearing and vestibular impairment, nerve 
and organ damage, burns, and amputation of one or more extremities, some or all of which can 
happen to one person.6 Some of these injuries are caused by bomb fragments and flying debris, 
but some are caused by overpressure from the blast wave. The latter injuries may not be as ap-
parent, such as closed-head brain injury and internal lung and other organ damage. As a VA phy-
sician treating these injuries told the Veterans’ Disability Benefits Commission, such impair-
ments may be underestimated (Scott, 2005).7 Given the unprecedented combination of severe 
injuries distinctive of combat in southwest Asia, VBA may want to reassess the ability of the 
Rating Schedule and rating process to evaluate blast injuries to the brain and other internal or-
gans and to rate the disability caused by interaction of impairments in multiple body systems. 

                                                           
3 According to VA’s budget submission for FY 2008, “VA has started to see increasingly complex medical 

cases resulting in neuropathies, vision problems, cardiovascular problems, and other issues directly related to diabe-
tes” (VA, 2007a). Nearly a quarter of the veterans currently receiving care from VA have diabetes (U.S. Congress, 
House of Representatives, Committee on Appropriations, 2007). 

4 Calculated from Department of Defense tables (DoD, 2007b). The Iraq and Afghanistan figures are as of Feb-
ruary 17, 2007. 

5 As of February 10, 2007, 68 percent of the wounded in action in Iraq were injured by an improvised explosive 
device, landmine, or other explosive device (12,000 of the 18,000 for which the cause of injury was known) (DoD, 
2007a). 

6 According to the director of the Polytrauma Rehabilitation Center at the Tampa VA medical center, “A typical 
patient has TBI [traumatic brain injury], vision and/or hearing loss, pain, wounds, burns and orthopedic problems 
(including amputations)” (U.S. Congress, House of Representatives, Committee on Veterans' Affairs, 2007b). A 
Veterans Health Administration handbook on polytrauma rehabilitation procedures notes that TBI often occurs with 
other injuries, “such as amputation, auditory and visual impairments, SCI [spinal cord injury], PTSD [posttraumatic 
stress disorder], and other mental health conditions” (VA, 2005a). 

7 The diagnosis of closed-head brain injuries from blasts is based on symptoms such as headaches, decreased 
memory, inability to concentrate, slower thinking, irritability, anger, depression, and other personality and behav-
ioral changes (DVBIC, 2007). Of the first 433 traumatic brain injury patients seen at Walter Reed Army Medical 
Center between January 2003 and April 2005, 89 percent had closed-head brain injuries rather than penetrating 
wounds (Warden, 2006). 
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THE VETERAN POPULATION 
There are approximately 24 million living veterans of active duty in the U.S. military. VA 

expects this number to fall to less than 15 million over the next 25 years, barring a large increase 
in troop levels (Figure 2-1).8 As the number of veterans declines, the average age increases. The 
median age of veterans is 60 years, up from 57 as recently as 2000 (VA, 2006b, 2001b). The 
number of veterans ages 65 and older is expected to increase in the near future but begin to de-
crease within 10 years, from 9.2 million in 2012 to 6.7 million in 2032. They will constitute a 
larger percentage of living veterans, however, increasing from 39 to 46 percent of the total be-
tween 2007 and 2017, before declining slightly to 45 percent in 2032 (Figure 2-2). 
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FIGURE 2-1 Estimated and projected cumulative number of veterans by period of service, 2000–
2032. 
NOTE: Veterans of more than one period are counted in the latest period in which they served; for 
example, veterans who served in WWII, Korea, and Vietnam are counted as part of the Vietnam era 
service period. 
NOTE: Gulf War includes veterans from the beginning of the first Gulf War in 1990 through 2007. 
Post-Gulf War includes new veterans in 2008 and later. This means that individuals who served in 
OEF/OIF are counted as Gulf War veterans if they separate from service before 2008 and as Post-
Gulf War veterans if they separate in 2008 or later. 
SOURCE: IOM (2007). 
 

                                                           
8 Starting in 2008, the projection includes DoD estimates of separations from active duty forecast by the Office 

of the Actuary of the Department of Defense, based on an assumption that the size of the military will remain about 
1.38 million. This projection of the actual number of service members is very uncertain, because it depends on ex-
ternal events and advances in technology that cannot be predicted. 
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Projected Percentages of Veterans by Age Group, 2007-2032
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FIGURE 2-2 Projected percentages of veterans by age group, 2007–2032. 
SOURCE: IOM (2007). 
 
VA expects the percentage of women veterans to double during the next 25 years, from about 

the current 7 percent to 14 percent in 2032. The percentage of non-Hispanic white veterans, cur-
rently 80 percent of living veterans, is projected to decrease to 71 percent by 2032. The percent-
ages of Hispanic, non-Hispanic black, and other minority veterans would increase in the same 
time period, from 5 to 9 percent, 10 to 15 percent, and 3 to 5 percent, respectively (IOM, 2007). 

VA does not forecast the number of veterans it expects to apply for or be granted disability 
benefits beyond the next few years, but experience has shown that more recent veterans tend to 
apply at higher rates, and that the percentage of veterans service connected for disability com-
pensation has been increasing accordingly. Approximately 12 percent of the veterans who served 
during the Gulf War era (i.e., since August 1990) had been granted a service-connected disability 
rating when OEF was launched in Afghanistan in October 2001, compared with 9.5 percent of 
Vietnam era veterans and 10.4 percent of World War II veterans (VA, 2002). As of the end of 
May 2006, approximately 105,000 veterans of the current wars in Iraq and Afghanistan had been 
granted disability compensation—about 18 percent of those who had separated from service at 
that time (VA, 2006a).9 Thus the number of veterans service connected for disability compensa-
tion is increasing, although the overall number of veterans is decreasing. In FY 2000, when there 
were 27 million veterans, 2.3 million were receiving disability compensation. The annual num-
ber of claims received for service-connected compensation, which was 579,000 in FY 2000, 
reached 806,000 in FY 2006. In 2008, when VA estimates there will be 23 million veterans (13 
percent fewer than in 2000), 2.9 million are expected to be receiving compensation (25 percent 
more than in 2000). 

                                                           
9 If the same percentage of the 34,000 claims then pending were granted compensation as the claims already 

processed, the percentage of veterans of Iraq and Afghanistan with service-connected disabilities would have been 
24 percent. 
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THE POPULATION OF VETERANS WITH DISABILITIES 
In FY 2006, about 2.7 million veterans were receiving $26.5 billion in disability compensa-

tion from VA. VA estimates that compensation payments to veterans will increase to about $32.4 
billion in FY 2008, when there will be an estimated 2.9 million beneficiaries. Compensation per 
veteran is expected to average $11,258 in 2008, up from $9,864 in 2006 (VA, 2007a).10 

Period of Service 
Of the 2.3 million veterans with service-connected disabilities at the end of FY 2000, the 

largest group was Vietnam era veterans, followed by (in descending order) veterans serving in 
peacetime, World War II, the Gulf War, and the Korean conflict. This composition is expected to 
change substantially by 2008, when the number of Gulf War veterans is expected to have in-
creased by 160 percent, while the number of World War II and Korean War veterans is expected 
to fall by 19 percent and 3 percent, respectively (Figure 2-3). As a result, Gulf War veterans will 
constitute 29 percent of service-connected beneficiaries in 2008, compared with 14 percent in 
2000. 
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FIGURE 2-3 Number of veterans with service-connected disabilities by period of service, FY 2000–
FY 2008. 
NOTE: Gulf War veterans are those who served on or since August 2, 1990, including veterans  
of OEF/OIF. 
SOURCES: VA, 2001b, 2002, 2003, 2004a, 2005b, 2006b, 2007a. 

                                                           
10 This does not include ancillary benefits, as described in Chapter 6, for which veterans with service-connected 

disabilities may be eligible. 
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Age 
In FY 2005, more than half of the 2.6 million veterans with service-connected disabilities 

were older than age 55 (Figure 2-4). Most of the rest were between ages 36 and 55. Only 8 per-
cent were ages 35 or younger. The median age was 60 in FY 2006, compared with 59 in FY 
2000 (VA, 2006c, 2001b). 
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FIGURE 2-4 Veterans receiving disability benefits by age range, FY 2005. 
SOURCE: VA (2006b). 
 

Disability Rating Levels 
Each condition for which a veteran receives VA disability compensation is given a rating, 

expressed as a percentage between 0 and 100 in increments of 10; higher ratings are intended to 
reflect greater severity than lower ratings. Conditions can be rated 0 percent when they have 
been determined by VA to be service connected and disabling, but not to the extent that they 
would affect an average veteran’s ability to work.11 If a veteran has more than one rated condi-
tion, VA calculates a combined percentage intended to represent the net impact of the multiple 
conditions on the veteran. For example, a 40 percent rating and a 20 percent rating result in a 
combined rating of 50 percent. The combined rating level determines the amount of monthly 
compensation. (The procedure for combining ratings is described in Chapter 4.) 

In FY 2005, veterans with disabilities were being compensated for approximately 7.7 million 
separate conditions that VA considered disabling, an average of about three each. The largest 
                                                           

11 Technically, as will be explained in Chapter 3, veterans rated 0 percent disabled have minor impairments that 
are not considered to be disabling on average. For example, the most common impairments rated 0 percent are mi-
nor hearing loss, hemorrhoids, and scars. Similarly, someone who has lost both legs but is a successful lawyer or 
teacher is rated 100 percent for the severity of his or her impairment, rather than 0 percent for lack of disability. 
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group of the 2.6 million veterans with disabilities had a combined rating of 10 percent (30 per-
cent), followed by those with a 20 percent rating (15 percent). Fewer than 10 percent were rated 
totally (100 percent) disabled (Figure 2-5). 
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FIGURE 2-5 Veterans by combined rating level, FY 2005 (percentages). 
SOURCE: VA (2006b). 
 
The distribution of rating levels by individual condition is quite different. Of the total of 7.7 

million conditions, the largest number is rated 10 percent, followed by conditions rated at 0 per-
cent. Only 3 percent are rated 100 percent (Figure 2-6). 

The Most Prevalent Disabling Conditions 
There are two ways to consider at prevalence of disabilities, either by the major (i.e., highest-

rated) condition of each individual veteran or by the 7.7 million separate conditions the 2.7 indi-
vidual veterans have among them. In FY 2005, posttraumatic stress disorder (PTSD) was the ma-
jor diagnosis for the largest number of veterans, or 203,000, followed by diabetes mellitus and 
tinnitus, each with 102,000 (left half of Table 2-1).12 PTSD, diabetes, and tinnitus together were 
the major diagnosis for 15 percent of service-connected veterans in FY 2005. The three condi-
tions were much less prominent 10 years earlier, however, when they were ranked 9th, 22nd, and 
14th, respectively, as major diagnoses, and accounted for less than 5 percent of the veterans with 
disabilities (VA, 1995). (In FY 1995, the three most prevalent major conditions were impairment  

                                                           
12 According to the American Tinnitus Association, tinnitus is “the perception of sound in the ears or head 

where no external source is present.” Although often referred to as “ringing in the ears,” some people with tinnitus 
hear hissing, roaring, whistling, chirping, or clicking. Both the volume and the continuity of the perceived sound 
varies from person to person with tinnitus (ATA, 2007).  
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FIGURE 2-6 Disabling conditions by rating level, FY 2005 (percentages). 
NOTE: These are the 7.7 million separate conditions for which the 2.7 million service-connected vet-
erans have been rated. 
SOURCE: Appendix Table 2-1. 
 

of the knee other than ankylosis, generalized anxiety disorder, and lumbosacral strain, which to-
gether accounted for 11 percent of veterans with disabilities at that time.) 

The most numerous service-connected conditions in FY 2005 were defective hearing 
(354,000 ratings), tinnitus (340,000 ratings), and orthopedic conditions for which there was no 
diagnostic code (300,000 ratings); they were rated using the code for a similar, or “analogous,” 
condition (right half of Table 2-1). These conditions ranked higher because they tend to have 
lower ratings such as 10 or 0 percent, and while many veterans have these lower ratings, they 
also have higher ratings for other conditions. For example, 354,000 veterans were rated for im-
paired hearing, but only 71,000 had it as their highest-rated condition. 

Another point of comparison is the prevalence of the same conditions in the general popula-
tion, although one should bear in mind that some or many veterans may have impairments (e.g., 
tinnitus, diabetes, PTSD) that are not service connected or for which, if service connected, appli-
cations for benefits have not been submitted, making the comparison inexact. The 12-month 
prevalence of PTSD in U.S. adults ages 18 and older is estimated to be 3.5 percent (Kessler et 
al., 2005a). The estimated lifetime prevalence of PTSD is 6.8 percent (Kessler et al., 2005b). The 
baseline analysis of the Millennium Cohort found that the prevalence of PTSD among veterans 
was 2.4 percent, although it was between 3.5 and 3.8 percent among some subgroups—those 
without a high school diploma, ages 17–24, or who served 4 years or less (Riddle et al., 2007).13 
Recent studies have found higher rates of PTSD among OEF/OIF veterans, probably because of 
their younger age and other demographic risk factors, and because of greater exposure to combat 
and to dead and wounded servicemembers and civilians than the Millenium Cohort (Hoge et al.,  
                                                           

13 The Millennium Cohort is a longitudinal study of the health effects of military service. It will follow more 
than 100,000 servicemembers for 22 years through 2025 using standardized instruments (Ryan et al., 2007). 
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TABLE 2-1 Number of Veterans and Number of Rated Conditions, by Diagnostic Code,  
End of FY 2005 
  

Number of Veterans 
by Major Condition 

 
Number of Conditions Rated 

per Diagnostic Code 
 
 
Rank 

 
Major Condition 
(Diagnostic Code) 

 
Number of Vet-
erans 

 
Condition 
(Diagnostic Code) 

 
Number of Con-
ditions 

 
1. 

 
PTSD (9411) 

 
203,378 

 
Defective hearing (6100-6110) 

 
353,897 

 
2. 

 
Diabetes mellitus (7913) 

 
101,883 

 
Tinnitus (6260) 

 
339,573 

 
3. 

 
Tinnitus (6260) 

 
101,758 

 
Analogous to an orthopedic diag-
nostic code (5299) 

 
300,098 

 
4. 

 
Knee, other impairment of 
(5257) 

 
98,662 

 
Scars, other (7805) 

 
283,337 

 
5. 

 
Arthritis, due to trauma (5010) 

 
98,132 

 
Arthritis, due to trauma (5010) 

 
272,047 

 
6. 

 
Intervertebral disc syndrome 
(5293) 

 
86,469 

 
PTSD (9411) 

 
244,876 

 
7. 

 
Analogous to an orthopedic 
diagnostic code (5299) 

 
75,628 

 
Knee, other impairment of (5257) 

 
235,158 

 
8. 

 
Sacroiliac injury and weakness 
(5295) 

 
74,644 

 
Diabetes mellitus (7913) 

 
220,532 

 
9. 

 
Defective hearing (6100-6110) 

 
70,915 

 
Hypertensive vascular disease 
(7101) 

 
193,055 

 
10. 

 
Hypertensive vascular disease 
(7101) 

 
57,252 

 
Arthritis, degenerative, hyper-
trophic, or osteoarthritis (5003) 

 
162,004 

  
All diagnostic codes 

 
2,636,979 

 
All diagnostic codes 

 
7,675,811 

SOURCE: VA (2005c). 
 

2004; Seal et al., 2007).14 The 245,000 veterans service connected for PTSD in 2005 constituted 
1 percent of all veterans at that time (VA, 2006e). 

The prevalence of diabetes among U.S. adults ages 20 and older is 9.6 percent (NIDDK, 
2005). The 2001 National Survey of Veterans found that 11.2 percent of veterans in the sample 
were being treated for diabetes with insulin or diet (VA, 2001a:Table 5-16). The number of vet-
erans service connected for diabetes in 2005 was 202,000, or 0.8 percent of all veterans (VA, 
2006e). 

Between 10 and 15 percent of U. S. adults have prolonged tinnitus requiring medical evalua-
tion (Heller, 2003). In the 1994 National Health Interview Survey, 29 percent of veteran respon-
                                                           

14 Hoge et al. surveyed members of four infantry units returning from Iraq and Afghanistan and found that 16–
17 percent and 11 percent, respectively, met screening criteria for major depression, generalized anxiety, or PTSD. 
Seal et al. found that 25 percent of veterans of OEF/OIF seen at VA health-care facilities between 2001 and 2005 
were diagnosed with mental disorders. 
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dents reported having chronic (lasting 3 months or more) tinnitus, compared with 15 percent of 
non-veterans (Hoffman and Reed, 2004). The 340,000 veterans service connected for tinnitus 
constitute 1.4 percent of all veterans (VA, 2006e). 

Conditions Rated 100 Percent 
Three conditions are the major diagnosis for half the veterans rated 100 percent: PTSD (26 

percent), schizophrenia (19 percent), and malignancies of the genitourinary system (e.g., prostate 
cancer) (5 percent) (Figure 2-7). 
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FIGURE 2-7 Service-connected veterans with 100 percent combined rating, by major diagnosis, end 
of FY 2005. 
NOTE: Schizophrenia combines codes 9200–9205; defective hearing combines codes 6100–6110; and loss of, 
or loss of use of, both feet combines 5107 and 5710. 
SOURCE: VA (2005c). 

 
The major diagnoses most likely to be associated with combined ratings of 100 percent are 

relatively rare, except for loss of, or loss of use of, both feet. They include loss of, or loss of use 
of, two or more limbs; loss of, or blindness in, both eyes; renal diseases; certain cancers; and 
schizophrenia and other psychoses. All or nearly all veterans with these conditions as their major 
diagnosis are rated 100 percent. 

Conditions by Period of Service 
Prevalence and distribution of disabling conditions vary somewhat by service period, reflect-

ing age and other differences, such as attitudes about admitting to having mental illness. Preva-
lence is also affected by decisions to make certain conditions presumptive for compensation, 
such as diabetes among veterans who served in Vietnam. Although World War II veterans are 80 
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or older, they have the least number of service-connected conditions. The average number of 
conditions currently being compensated for is 2.0 for World War II, 2.2 for Korea, 3.0 for Viet-
nam, and 3.7 for Gulf War veterans (i.e., veterans since 1990) (VA, 2006b) (Figure 2-8).15 
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FIGURE 2-8 Percent of conditions granted service connection or higher rating, by age group, CY 
2004–CY 2005. 
NOTE: The absolute number of grants to veterans younger than age 50 increased by 29 percent (from 315,000 
to 406,000) between 2004 and 2006, while the number of grants to older veterans stayed about the same (ages 
50–59 and 60–69) or declined (ages 70 or older). 
SOURCE: IOM (2006). 
 
Hearing impairments are very prevalent among veterans of all periods of service. In FY 

2005, tinnitus ranked among the top five most prevalent service-connected conditions for all pe-
riods of service, and defective hearing ranked among the top five in all periods except the Gulf 
War (Appendix Table 2-2). 

Other conditions are more prevalent in particular periods of service. Residuals of frozen feet, 
or immersion foot, were the second and third most common conditions among veterans of World 
War II and Korea, respectively, but this condition is rare among veterans of other periods. Diabe-
tes and PTSD are the first and second most prevalent disorders among Vietnam veterans, but 
these conditions are not among even the 10 most prevalent conditions among veterans of other 
periods. Musculoskeletal conditions are the most prevalent disorders among Gulf War and 
peacetime veterans, along with hearing impairment. 

                                                           
15 The average was 2.7 for peacetime veterans, meaning those who served between World War II and Korea, be-

tween Korea and Vietnam, and between Vietnam and the Gulf War periods. 
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Women Veterans 
Between 1990 and 2000, the population of women veterans increased by one-third, from 1.2 

to 1.6 million. There were 1.7 million women veterans at the end of FY 2005, representing ap-
proximately 7 percent of the total veteran population. By the year 2015, more than 9 percent of 
the veteran population is projected to be women (VA, 2004b). 

Data on the total number of women receiving VA disability compensation is not reported. 
For the years 2004 through 2006, however, women veterans were granted compensation for 
235,600 conditions, 10 percent of all grants for compensation made during those three years 
(IOM, 2006). Women were more likely to be younger and be Gulf War veterans than men. Most 
(84 percent) of the grants to women for disability compensation made during 2004–2006 were to 
women younger than 50, and 78 percent were to Gulf War veterans (the comparable figures for 
men granted disability compensation were 41 and 45 percent, respectively). 

Several of the conditions most frequently granted compensation among women between 
2004 and 2006 were also the most frequently granted among men. For example, lumbosacral or 
cervical strain, limitation of flexion of leg, degenerative arthritis of the spine, limited motion of 
the ankle, and arthritis due to trauma were among the 20 most frequently service-connected con-
ditions for both women and men (Appendix Table 2-3). 

Certain disabilities were more prevalent among men, and others among women. Defective 
hearing and diabetes mellitus were the second and third most frequently granted conditions 
among men, but these conditions were not among the 20 most frequently service-connected con-
ditions in women. Migraine, major depressive disorder, allergic or vasomotor rhinitis, flatfoot, 
asthma, and hallux valgus (bunion deformity) were more prevalent in women than in men. 

RECENT TRENDS 
VA provided the committee with data on disability compensation decisions made during cal-

endar years 2004, 2005, and 2006. These data are more detailed than data available before 2004, 
when Rating Board Automation 2000, the Compensation and Pension (C&P) Service’s comput-
erized management information system, became fully operational. 

In the three-year period from 2004 through 2006, C&P Service raters decided on compensa-
tion for 5.2 million conditions—whether they should be service connected if new, or whether 
they should be given a higher rating if previously service connected (Table 2-2). They granted 
(and assigned a rating to) 45 percent of the new conditions claimed and approved a higher rating 
level for 35 percent of the already service-connected conditions. 

The grant rate varied somewhat by the age, sex, and period of service of the veteran claiming 
the condition. On average, women veterans were slightly more likely to receive a favorable deci-
sion. Younger veterans (under age 50) were more likely to have their conditions service con-
nected but not to receive a higher rating of an earlier service-connected condition. Veterans of 
peacetime periods were less likely to have a new condition service connected than veterans of 
other periods, while Gulf War veterans were more likely to have a condition service connected. 
The rate of grants of higher ratings did not vary by age group or service period. 

Veterans younger than age 50 not only had the largest number of disability issues granted 
during the period 2004–2006 (Table 2-2), but their share of grants increased each year relative to 
the older age groups (Figure 2-9). The pattern was similar for Gulf War veterans (Figure 2-10). 
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TABLE 2-2 Disability Compensation Decisions on and Grants of Service Connection  
and Higher Ratings, Calendar Years 2004–2006 

Service Connection Higher Rating Total Service-
Connected 
Veterans Decisions Grants (%) Decisions Grants (%) Decisions Grants (%) 

All 4,313,860 1,947,027 (45%) 926,263 327,543 (35%) 5,240,123 2,274,570 (43%) 

Men 3,716,252 1,673,947 (45%) 796,580 283,430 (36%) 4,512,832 1,957,377 (43%) 

Women 444,875 207,909 (47%) 69,523 24,740 (40%) 514,398 235,649 (46%) 

Unknown 152,733 65,171 (43%) 60,160 19,373 (32%) 212,893 84,544 (40%) 

Age <50 1,994,176 997,570 (50%) 260,302 91,163 (35%) 2,254,478 1,088,733 (48%) 

50–59 1,092,450 438,987 (40%) 288,699 102,893 (36%) 1,381,149 541,880 (39%) 

60–69 694,794 289,455 (42%) 186,171 66,931 (36%) 880,965 356,386 (41%) 

70 or older 519,376 215,590 (42%) 186,540 65,372 (35%) 705,916 280,962 (40%) 

Unknown 13,064 5,425 (42%) 4,551 1,184 (26%) 17,615 6,609 (38%) 

WW II 201,437 88,538 (44%) 72,739 24,551 (34%) 274,176 113,089 (41%) 

Korea 110,119 50,890 (46%) 36,627 12,674 (35%) 146,746 63,564 (43%) 

Vietnam 1,222,142 540,350 (44%) 333,314 121,448 (36%) 1,555,456 661,798 (43%) 

Peacetime 882,988 343,158 (39%) 279,247 97,854 (35%) 1,162,235 441,012 (38%) 

Gulf War 1,896,602 924,089 (49%) 200,044 69,236 (35%) 2,096,646 993,325 (47%) 

Unknown 571 1 (0%) 4,292 1,780 (42%) 4,863 1,781 (37%) 
SOURCE: IOM (2006). 

 
Claims were evaluated for almost 1 million veterans ages 70 or older between 2004 and 

2006. This constituted about 13 percent of the total claims filed. Reasons for older veterans ap-
plying for VA disability compensation may include increased disability with aging, increased 
ratings of already service-connected disabilities, and opening of new claims reflective of degen-
erative problems. 

During 2004–2006, the most common disabling conditions considered by raters were defec-
tive hearing, tinnitus, PTSD, lumbosacral strain, and diabetes, which accounted for 26 percent of 
the decisions (left side of Table 2-3). The conditions that were granted service connection or 
higher rating were the same five, in different order: tinnitus, defective hearing, PTSD, diabetes, 
and lumbosacral strain (right side of Table 2-3). They accounted for 28 percent of the grants 
made in that three-year period. 

Five conditions accounted for almost half (48 percent) of the 58,000 conditions that were 
service connected and rated 100 percent during CY 2004–CY 2006: malignant neoplasms of the 
genitourinary system (prostate cancer), malignancies of the respiratory system (lung cancer), 
PTSD, arteriosclerotic heart disease, and loss of use of both feet (left side of Table 2-4). Lung 
and prostate cancer and arteriosclerotic heart disease are related to age, while PTSD and loss of 
use of both feet are more likely to be related to recent service. Other age-related disabilities in 
the 20 most numerous conditions rated 100 percent include leukemia, lymphomas, and other 
cancers; hip and knee replacements; coronary artery bypass surgery; myocardial infarction; and  
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FIGURE 2-9 Percent of conditions granted service connection or higher rating, by period of service, 
CY 2004–CY 2006. 
SOURCE: IOM (2006). 
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FIGURE 2-10 Distribution of service-connected OEF/OIF veterans and all service-connected veterans by 
combined rating degree. 
NOTE: Figures for OEF/OIF veterans are as of August 30, 2006; figures for all veterans are as of Sep-
tember 30, 2005. 
SOURCE: VA, 2006a,b. 
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TABLE 2-3 Ten Conditions with the Highest Number of Decisions and Ten Most Common 
Conditions for which Veterans were Granted Disability Compensation, CY 2004–CY 2006. 
 Decisions on Disability  

Compensation by Diagnosis 
Grants of Disability  

Compensation by Diagnosis 
 
 
Rank 

 
Diagnosis 
(Diagnostic Code) 

 
Number of Deci-
sions 

 
Diagnosis 
(Diagnostic Code) 

 
Number of 
Grants 

 
1. 

 
Defective hearing (6100) 

 
419,323 

 
Tinnitus (6260) 

 
178,608 

 
2. 

 
Tinnitus (6260) 

 
304,773 

 
Defective hearing (6100) 

 
165,476 

 
3. 

 
PTSD (9411) 

 
257,191 

 
PTSD (9411) 

 
115,478 

 
4. 

 
Lumbosacral or cervical strain 
(5237) 

 
288,088 

 
Diabetes mellitus (7913) 

 
100,796 

 
5. 

 
Diabetes mellitus (7913) 

 
178,126 

 
Lumbosacral or cervical strain 
(5237) 

 
78,388 

 
6. 

 
Hypertensive vascular disease 
(7101) 

 
162,953 

 
Hypertensive vascular disease 
(7101) 

 
60,329 

 
7. 

 
Limitation of flexion of leg 
(5260) 

 
112,353 

 
Degenerative arthritis of the 
spine (5242) 

 
54,036 

 
8. 

 
Limited motion of the ankle 
(5271) 

 
102,141 

 
Limitation of flexion of leg 
(5260) 

 
49,492 

 
9. 

 
Knee impairment other than an-
kylosis (5257) 

 
101,342 

 
Paralysis of sciatic nerve 
(8520) 

 
46,402 

 
10. 

 
Eczema (7806) 

 
88,558 

 
Limited motion of ankle (5271) 

 
41,923 

  
All diagnostic codes 

 
5,240,141 

 
All diagnostic codes 

 
2,274,588 

SOURCE: IOM (2006). 
 
stroke. Some if not many of the cases of renal disorders and dialysis are probably long-term 
manifestations of diabetes. 

The most numerous conditions service connected and rated 100 percent among Gulf War 
veterans were (in descending order) PTSD, loss of use of both feet, malignant neoplasms of the 
genitourinary system, major depressive disorder, and impairment of sphincter control (right side 
of Table 2-4). The 20 most numerous conditions rated 100 percent include more that might be 
related to recent service in a war zone (e.g., PTSD, loss of use of both feet, major depression, 
dementia associated with brain trauma, loss of use of both hands, and brain hemorrhage), but 
they still include a large number of age-related conditions (e.g., prostate and lung cancers, hip 
and knee replacements, and arteriosclerosis). 
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TABLE 2-4 Ten Most Common Diagnoses for which Veterans were Granted Service  
Connection and Rated 100 Percent, CY 2004–CY 2006 

All Veterans Gulf War Veterans 
 
 
 
Rank 

 
 
Diagnosis (Diagnostic Code) 

 
Number of Veterans

 
 
Diagnosis (Diagnostic 
Code) 

 
Number 
of Veter-
ans 

 
1. 

 
Malignant neoplasms of the geni-
tourinary system (7528) 

 
13,077 

 
PTSD (9411) 

 
624 

 
2. 

 
New growths, malignant, any 
specified part of the respiratory 
system exclusive of skin growths 
(6819) 

 
6,410 

 
Loss of use of both feet 
(5110) 

 
342 

 
3. 

 
PTSD (9411) 

 
3,57 

 
Malignant neoplasms of 
the genitourinary system 
(7528) 

 
268 

 
4. 

 
Arteriosclerotic heart disease 
(7005) 

 
2,998 

 
Major depressive disor-
der (9434) 

 
177 

 
5. 

 
Loss of use of both feet (5110) 

 
2,051 

 
Rectum and anus, im-
pairment of sphincter 
control (7332) 

 
166 

 
6. 

 
Knee replacement (prosthesis) 
(5055) 

 
1,989 

 
New growths, malignant, 
digestive system, exclu-
sive of skin growths 
(7343) 

 
159 

 
7. 

 
Bones, new growths of, malig-
nant (5012) 

 
1,855 

 
Hip replacement (pros-
thesis) (5054) 

 
158 

 
8. 

 
Defective hearing (6100) 

 
1,756 

 
Knee replacement (pros-
thesis) (5055) 

 
158 

 
9. 

 
Non-Hodgkin's lymphoma (7715) 

 
1,732 

 
New growths, malignant, 
any specified part of the 
respiratory system exclu-
sive of skin growths 
(6819) 

 
130 

 
10. 

 
Leukemia (7703 

 
1,673 

 
Dementia associated with 
brain trauma (9304) 

 
130 

  
All diagnostic codes 

 
58,326 

 
All diagnostic codes 

 
6,185 

NOTE: The counts in this table are of diagnoses, not of individual veterans. 
NOTE: Grants of higher ratings of already service-connected disabilities are not included in this table. 
SOURCE: IOM (2006). 
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VETERANS OF THE WARS IN AND AROUND AFGHANISTAN AND 
IRAQ 

The Department of Defense (DoD) reported that, as of early March 2007, more than 25,000 
U.S. servicemembers had been wounded in action in or around Afghanistan (OEF) or in Iraq 
(OIF).16 Almost 7,700 servicemembers in OEF/OIF required medical air transport between Sep-
tember 2001 and February 2007 (Embrey, 2007). Of the 25,000 wounded in action in OEF/OIF, 
the majority (55 percent) were able to return to duty within 72 hours.17 

Most of the wounded in action in OEF/OIF have been young—30 percent younger than age 
22, 25 percent from ages 22 to 24, and 23 percent from ages 25 to 30 (DoD, 2007c). The main 
source of injury in Iraq has been explosive devices, such as improvised explosive devices, sui-
cide bombers, and landmines (68 percent of injuries); and mortar, rocket, or other artillery fire 
(11 percent of injuries) (DoD, 2007d).18 

DoD does not provide figures on the number injured or ill in addition to those wounded in 
action, but it reported that in addition to those wounded in action in OEF/OIF, more than 8,000 
servicemembers required medical air transport for nonbattle injuries, and 22,600 because of dis-
ease or other medical causes (Embrey, 2007). 

VA’s claims-processing data system cannot separate out veterans who have served in 
OEF/OIF. They are included within a broader category of Gulf War era veterans who have 
served in the period beginning with the start of the first Gulf War on August 2, 1990. Statistics 
on this group were presented in the previous section of this chapter. 

VA has some information on OEF/OIF veterans obtained by comparing the names of dis-
charged servicemembers who had been deployed to OEF/OIF with the names of claimants for 
compensation and pension benefits. According to a November 2006 report from VBA’s Office of 
Performance Analysis and Integrity, 1,324,000 servicemembers had been deployed to OEF/OIF 
from September 11, 2001, through August 31, 2006. Nearly three-quarters were active duty ser-
vicemembers; 28 percent were from the reserves. 

Of those deployed, 634,000 had been discharged by the end of August 2006. This group of 
veterans had filed 176,111 claims for compensation and pension benefits. Of the 136,000 claims 
that had been decided, service connection of one or more disabilities had been granted in 
120,000 cases (88 percent). The claims of 16,000 veterans had been denied on all issues. As of 
the end of August, nearly 40,000 claims were pending adjudication. 

Most (55 percent) of the service-connected veterans of OEF/OIF were granted a combined 
rating of 20 percent or less; 21 percent were rated 50 percent or higher. Compared with all veter-
ans with disabilities, OEF/OIF veterans are rated lower on average (Figure 2-10). They are far 
more likely to have a combined rating of 0 percent and much less likely to have a rating of 70 to 
100 percent. This reflects their age and their recent military service separation. As they become 
older and their impairments worsen, they will be able to apply for higher ratings. 

The most common disabling conditions for OEF/OIF veterans were tinnitus and hearing loss, 
PTSD, and musculoskeletal conditions (Table 2-5). 

VA reported only the 10 most numerous disability conditions at all combined rating degrees; 
the most numerous conditions rated 100 percent are unknown. The number of seriously wounded 
                                                           

16 See http://www.defenselink.mil/news/casualty.pdf (accessed March 9, 2007). Iraq figures were as of March 8, 
2007; OEF figures were as of March 3, 2007. 

17 See footnote 19. 
18 The percentages are based on the number of wounded for whom the cause was known as of February 10. 

2007 (17,500 of the 23,500 wounded). 
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veterans, the nature of their disabilities, and how they have fared in the disability claims process 
is not known, except from scattered reports. VA’s Office of Research and Development reported 
that from the time the OEF/OIF conflicts began through January 2006, almost one-third (more 
than 600) of servicemembers with battlefield injuries severe enough to warrant evacuation from 
Iraq to the Walter Reed Army Medical Center had traumatic brain injury, and the majority of 
these cases were blast-related (VA, 2007b). According to a poster presented by a VA researcher  

 
TABLE 2-5 Most Common Conditions of Veterans of the Afghanistan and Iraq Wars,  
2001–2006  

Diagnostic 
Code Condition  

Number of 
Grants 

6260 Tinnitus 35,871 
5237 Lumbosacral or cervical strain 32,733 
6100 Defective hearing 28,907 
5299 Conditions analogous to musculoskeletal impairments listed in 

the VA Rating Schedule 
 

23,892 

5271 Limited motion of the ankle 16,454 
9411 PTSD 16,131 
5260 Limitation of flexion of leg 15,335 
5257 Limitation of knee other than ankylosis 12,048 
5201 Limitation of motion of arm 11,337 
7101 Hypertensive vascular disease 11,303 

SOURCE: VA (2006a). 
 

at a conference in November 2006, the four VA polytrauma rehabilitation centers had treated 
566 active duty servicemembers during the first four years of OEF/OIF, 188 of them injured in 
OEF/OIF. A little more than half of the OEF/OIF servicemembers had been wounded by blasts, 
the rest by other means such as gunshots and vehicular crashes. The primary injury was head 
trauma in both groups, but soft-tissue wounds and burns, eye, otologic, oral/maxillofacial, and 
penetrating brain injuries were more common in the group injured by blasts than in the group 
suffering non-blast injuries. Cognitive impairments, pain, psychiatric symptoms, problems with 
balance and motor function, and other impairments were prevalent in both groups, but blast-
injured servicemembers were more likely to have hearing loss, tinnitus, and PTSD symptoms 
(Sayer et al., 2006).19 

According to the head of Disabled American Veterans, as of February 2007, there were 553 
amputees from OIF/OEF who had lost one or more arms, legs, hands, and/or feet. Almost a quar-
ter (128) suffered multiple amputations (U.S. Congress, Senate and House of Representatives, 
Committees on Veterans' Affairs, 2007a). More than 400 OEF/OIF veterans had suffered major 
burns by 2006 (Kupersmith, 2006).20 
                                                           

19 All the differences between the blast-injured and non-blast-injured cited above are statistically significant. 
Another VA document says that, “Through December 2005, the Polytrauma Rehabilitation Centers provided inpa-
tient rehabilitation treatment to 245 OEF and OIF service members with severe traumatic brain injury” (VA, 2007b). 

20 Major burns are defined as those covering more than 10 percent of the body. 
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According to testimony from Blinded Veterans of America on March 2007, 16 percent of all 
casualties evacuated from Iraq between March 2003 and April 2005 had eye injuries. Walter 
Reed Army Medical Center had surgically treated about 690 soldiers for blindness or moderate 
to severe significant visual injuries. The National Naval Medical Center had surgically treated 
approximately 450 traumatic eye injuries (U.S. Congress, Senate and House of Representatives, 
Committees on Veterans' Affairs, 2007b). 

Another source of information on the potential disability status of OEF/OIF veterans is the 
types of conditions for which they seek health care at the Veterans Health Administration 
(VHA). According to the latest analysis of those data, as of the end of August 2006, 205,097 (32 
percent) of the 631,174 OEF/OIF military personnel who had separated from service and become 
veterans had sought VA health care for a current health problem (VA, 2006d). Most of those 
who sought care were male, were between the ages of 20 and 29, and had separated from the 
Army. About equal numbers were former active duty and reserve or National Guard members. 

OEF/OIF veterans filed disability claims with VHA for a wide variety of conditions (Appen-
dix Table 2-4). The largest percentage of conditions matched ICD-9 codes that belonged within 
the category of diseases of the musculoskeletal and connective system (43 percent), followed by 
mental disorders (36 percent), and symptoms, signs, and ill-defined conditions without an imme-
diately obvious cause or with laboratory abnormalities that cannot be coded elsewhere in the 
ICD-9 (33 percent). 

A total of 73,157, or about one-third of, OEF/OIF veterans received a diagnosis of a possible 
mental disorder (Appendix Table 2-5). The most common diagnosis was PTSD (33,754), fol-
lowed by non-dependent abuse of drugs (28,732), and depressive disorders (23,462).21 

Although these statistics are suggestive, they do not mean that, for example, 36 percent of all 
OEF/OIF veterans have diagnosable mental disorders. Veterans who seek care at VA are self-
selected. If very sick, they are perhaps unemployed or underemployed and lacking health insur-
ance, which they do not need for VA services. 

Of OIF soldiers who completed post-deployment health assessments between May 1, 2003, 
and April 30, 2004, 19 percent reported a mental health concern, compared with 11 percent of 
soldiers returning from Afghanistan and 9 percent of soldiers returning from other locations. OIF 
veterans whose post-deployment health was reassessed three to six months after deployment 
showed even higher rates of mental health concerns; 35 percent reported some kind of mental 
health concern on at least one general screening question related to PTSD, depression, alcohol 
use, relationship/interpersonal concerns, or suicidal ideation. Data from the Army’s health-care 
system show that 35 percent of soldiers who returned from Iraq accessed military mental health 
services at some time during the first year after return, most often within the first two months. 
Twelve percent of all soldiers who returned from OIF were diagnosed with a mental health prob-
lem within the first year after return (U.S. Congress, House of Representatives, Committee on 
Veterans’ Affairs Subcommittee on Health, 2006). 

CONCLUSION 
Veterans likely to seek disability compensation from VA currently and in the future are a di-

verse group. Some are veterans of the current wars in Afghanistan and Iraq, and most of them are 
young. If the wars end soon, and if the same percentage of those deployed as those who were in 

                                                           
21 These three diagnoses alone total more than 73,157, because some veterans had multiple diagnoses of mental 
disorder. 



48 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS  
 

Prepublication Copy – Uncorrected Proof 
 

the first Gulf War leave active service within 10 years (67 percent), and the same percentage of 
those who have left active service apply for disability compensation as did veterans of the first 
Gulf War as of September 30, 2001 (about 33 percent), VA can expect to receive about 290,000 
claims from veterans of OEF/OIF. The number is likely to be larger, because a higher percentage 
(28 percent) of the deployed servicemembers have been activated from the National Guard and 
reserves than in the first Gulf War. (At this point, 48 percent of those deployed to OEF/OIF have 
left the service, and 28 percent of them have filed claims for disability compensation.) 

If this group continues to have the same impairments as it has had to date, most claims that 
will be adjudicated will be for hearing problems, musculoskeletal impairments, and mental dis-
orders, especially PTSD. However, the majority of veterans will continue to be from earlier peri-
ods of service and, therefore, will be approaching middle or advanced age. They will be filing 
reopened claims as their service-connected conditions become worse and new conditions appear, 
either secondary to already service-connected conditions or made presumptive by legislation or 
regulation. The percentage of reopened claims has declined from 75 percent in 2000, but is still 
two-thirds of all claims. This means that VA will continue to receive a substantial number of 
claims for cardiovascular conditions, cancers, diabetes and its complications, deteriorating hear-
ing and vision, joint replacements, and other problems associated with advancing age. Claims for 
such conditions are likely to continue to increase in number as evaluation tools improve and 
problems are detected earlier. In addition, there will be a relatively small but important set of 
mostly younger veterans with multiple impairments, including traumatic brain injuries, which 
must be adequately evaluated and rated. 
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CHAPTER 2 APPENDIX TABLES 
 
APPENDIX TABLE 2-1 Individual Service-Connected Conditions by Rating, FY 1995 and  
FY 2005 

FY 1995 FY 2005 

Rating 
Number of Rated Condi-

tions 
Percent of To-

tal 
Number of Rated Condi-

tions 
Percent of To-

tal 

0% 1,775,993 34.9% 2,363,021 31.0% 
10% 1,894,441 37.2% 3,052,872 40.0% 
20% 476,706 9.4% 813,832 10.6% 
30% 433,832 8.5% 593,025 7.7% 
40% 145,030 2.9% 212,238 2.8% 
50% 91,040 1.8% 166,344 2.2% 
60% 88,745 1.7% 142,177 1.8% 
70% 27,916 0.5% 97,526 1.3% 
80% 9,008 0.2% 10,331 0.1% 
90% 2,669 0.1% 3,202 * 

100% 140,905 2.8% 221,219 2.9% 
Other 0 0.0% 24 * 
Total 5,086,285 100.0% 7,675,787 100.0% 

* Less than 0.05 percent. 
SOURCE: VA, 1995, for 1995 numbers; and VA, 2006b, for 2005 numbers. 
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APPENDIX TABLE 2-2 Five Most Common Service-Connected Conditions by Period of  
Service, All Veterans Receiving Disability Compensation as of FY 2005 

Period of 
Service Condition 

Number of 
Conditions 

Percent of 
All Condi-

tions 
 
WWII    
 Defective hearing 42,464 5.8% 
 Frozen feet, residuals of (immersion foot) 39,169 5.4% 
 Tinnitus 32,491 4.5% 
 Generalized anxiety disorder 31,367 4.3% 
 Scars, other 30,571 4.2% 
 PTSD 25,281 3.5% 
 Arthritis, due to trauma 24,420 3.3% 
 Scars, superficial, tender and painful 15,584 2.1% 
 Flatfoot, acquired 15,359 2.1% 
 Scars, disfiguring, head, face or neck 11,718 1.6% 
 All 728,911 100.0% 
 
Korea    
 Defective hearing 25,529 7.2% 
 Tinnitus 22,100 6.2% 
 Frozen feet, residuals of (immersion foot) 19,808 5.6% 
 Scars, other 15,476 4.4% 
 PTSD 10,994 3.1% 
 Arthritis, due to trauma 10,030 2.8% 
 Scars, superficial, tender and painful 7,147 2.0% 
 Duodenal ulcer 6,825 1.9% 
 Scars, disfiguring, head, face or neck 5,758 1.6% 

 
Generalized (analogous to) musculoskeletal  
   conditions 5,552 1.6% 

 All 355,344 100% 
 
Vietnam    
 Diabetes mellitus 190,199 6.9% 
 PTSD 179,737 6.5% 
 Defective hearing 129,323 4.7% 
 Scars, other 121,850 4.4% 
 Tinnitus 120,625 4.4% 

 
Generalized (analogous to) musculoskeletal condi  
   tions 78,270 2.9% 

 Hypertensive vascular disease 72,169 2.6% 
 Arthritis, due to trauma 69,034 2.5% 
 Other impairment of knee 62,713 2.3% 

 
Arthritis, degenerative, hypertrophic, or 
   osteoarthritis 52,920 1.9% 

 All 2,745,555 100.0% 
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Gulf War 
 Generalized musculoskeletal conditions 131,092 5.9% 
 Tinnitus 104,039 4.7% 
 Arthritis due to trauma 100,374 4.5% 
 Other impairment of knee 81,677 3.7% 
 Hypertensive vascular disease 64,558 2.9% 
 Lumbosacral strain 61,658 2.8% 
 Scars, other 60,350 2.7% 
 Defective hearing 60,023 2.7% 

 
Arthritis, degenerative, hypertrophic or 
   osteoarthritis 54,042 2.4% 

 Limited motion of ankle 53,002 2.4% 
 All 2,233,479 100.0% 
 
Peacetime    
 Generalized musculoskeletal conditions 78,233 4.9% 
 Other impairment of knee 77,768 4.9% 
 Arthritis due to trauma 68,068 4.2% 
 Defective hearing 64,013 4.0% 
 Tinnitus 60,278 3.8% 
 Scars, other 54,823 3.4% 
 Hypertensive vascular disease  50,247 3.1% 
 Lumbosacral strain 44,736 2.8% 

 
Arthritis, degenerative, hypertrophic or 
   osteoarthritis 39,646 2.5% 

 Intervertebral disc syndrome 37,103 2.3% 
 All 1,602,697 100.0% 
SOURCE: VA (2006b). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



52 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS  
 

Prepublication Copy – Uncorrected Proof 
 

APPENDIX TABLE 2-3 20 Most Frequently Service-Connected Conditions Among  
Women and Men, 2004–2006 

Women Men 

Condition 
Number of 

Grants Condition 
Number of 

Grants 

Lumbosacral or cervical strain 11,113 Tinnitus 161,090 

Migraine 10,255 Defective hearing 135,394 

Tinnitus 5,901 Diabetes mellitus 85,005 

Scars, other 5,807 PTSD 74,491 

Limitation of flexion of leg 5,566 Hypertensive vascular disease 51,033 

Major depressive disorder 5,378 Lumbosacral or cervical strain 50,136 

Tenosynovitis 5,155 

 
Penis, deformity with loss of 
erectile power 38,719 

 
Degenerative arthritis of the 
spine 4,997 Paralysis of sciatic nerve 38,356 
 
Scars, superficial, tender and 
painful 4,847 

Degenerative arthritis of the 
spine 36,672 

Allergic or vasomotor rhinitis 4,687 Limitation of flexion of leg 35,798 

Hernia, hiatal 4,671 Scars, other 33,537 

Eczema 4,443 Limited motion of the ankle 30,182 

Limited motion of the ankle 4,258 Arthritis, due to trauma 29,306 

Flatfoot, acquired 3,992 Hernia, hiatal 25,251 

Hypertensive vascular disease 3,734 

 
Scars, superficial, tender and 
painful 24,924 

Asthma, bronchial 3,534 Tenosynovitis 24,806 

PTSD 3,313 Eczema 23,666 

Hallux valgus 3,303 Paralysis of the median nerve 22,227 

Arthritis, due to trauma 3,236 Intervertebral disc syndrome 20,929 

Paralysis of the median nerve 2,988 Arteriosclerotic heart disease 19,854 
SOURCE: VA (2007c). 
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APPENDIX TABLE 2-4 Frequency of Diagnoses Among Recent Veterans 
of Iraq and Afghanistan 

Broad ICD-9 Category Frequency % 

Infectious and parasitic diseases (001-139) 21,362 10.4 

Malignant neoplasms (140-208) 1,584 0.8 

Benign neoplasms (210-239) 6,571 3.2 

Diseases of the endocrine/nutritional/metabolic systems (240-279) 36,409 17.8 

Diseases of the blood and blood-forming organs (280-289) 3,591 1.8 

Mental disorders (290-319) 73,157 35.7 

Diseases of the nervous system/sense organs (320-389) 61,524 30.0 

Diseases of circulatory system (390-459) 29,249 14.3 

Diseases of respiratory system (460-519) 36,190 17.6 

Diseases of digestive system (520-579) 63,002 30.7 

Diseases of genitourinary system (580-629) 18,886 9.2 

Diseases of skin (680-709) 29,010 14.1 

Diseases of musculoskeletal system/connective system (710-739) 87,590 42.7 

Symptoms, signs, and ill-defined conditions (780-799) 67,743 33.0 

Injury/poisonings (800-999) 35,765 17.4 
SOURCE: VA (2006d). 
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APPENDIX TABLE 2-5 Frequency of Mental Diagnoses Among Recent  
Veterans of Iraq and Afghanistan 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SOURCE: VA (2006d). 
 
 
 
 

Disease Category (ICD-9CM Code) Number of OEF/OIF Veterans 

PTSD (309.81) 33,754 

Nondependent abuse of drugs (305) 28,732 

Depressive disorders (311) 23,462 

Neurotic disorders (300) 18,294 

Affective psychoses (296) 12,386 

Alcohol dependence syndrome (303) 5,413 

Sexual deviations and disorders (302) 3,239 

Special symptoms, not elsewhere classified (307) 3,178 

Drug dependence (304) 2,387 

Acute reaction to stress (308) 2,273 



VETERANS WITH DISABILITIES IN THE 21ST CENTURY  55 
 

Prepublication Copy – Uncorrected Proof 
 

REFERENCES 
ATA (American Tinnitus Association). 2007. About tinnitus. http://www.ata.org/about_tinnitus/ (accessed 

May 14, 2007). 
DoD (Department of Defense). 2007a. Global war on terrorism [casualties] by reason, October 7, 2001, 

through February 10, 2007. http://siadapp.dior.whs.mil/personnel/CASUALTY/ gwot_reason.pdf 
(accessed March 9, 2007). 

DoD. 2007b. Military casualty information. http://siadapp.dior.whs.mil/ person-
nel/CASUALTY/castop.htm (accessed March 6, 2007).  

DoD, 2007c. Military casualty information. http://siadapp.dior.whs.mil/personnel/CASUALTY/OIF-
Wounded-After.pdf and http://siadapp.dior.whs.mil/personnel/CASUALTY/OEFWIA.pdf (accessed 
March 9, 2007). 

DoD. 2007d. Military casualty information. http://siadapp.dior.whs.mil/personnel/CASUALTY/ 
gwot_reason.pdf (accessed March 9, 2007).  

DVBIC (Defense and Veterans Brain Injury Center). 2007. Blast injury FAQs. 
http://www.dvbic.org/blastinjury.html (accessed March 12, 2007). 

Embrey, E. P. 2007. Force health protection. PowerPoint presentation by the Deputy Assistant Secretary 
of Defense for Force Health Protection and Readiness. http://www.amsus.org/sm/presentations/ 
Feb07-B.ppt#293,1,Force Health Protection (accessed March 14, 2007). 

Heller, A. J. 2003. Classification and epidemiology of tinnitus. Otolaryngology Clinics of North America 36(2):239-
248. 

Hoffman, H. J., and G. W. Reed. 2004. Epidemiology of tinnitus. In Tinnitus: Theory and management, 
edited by J. B. Snow, Jr. Hamilton, Ontario, Canada: B. C. Decker. Pp. 16–41. 

Hoge, C. W., C. A. Castro, S. C. Messer, D. McGurk, D. I. Cotting, and R. L. Koffman. 2004. Combat 
duty in Iraq and Afghanistan, mental health problems, and barriers to care. New England Journal of 
Medicine 351(1):13-22 

IOM (Institute of Medicine). 2006. Staff analyses of claims data provided by VA, December 19, in re-
sponse to Data Request 07-042, submitted by the Veterans’ Disability Benefits Commission. 

IOM. 2007. Staff analyses of data from: VetPop2004 Version 1.0 State and National Tables, Table 2L. 
http://www.va.gov/vetdata/docs/VP2004B.htm (accessed March 1, 2007). 

Kessler, R. C., W. T. Chiu, O. Demler, and E. E. Walters. 2005a. Prevalence, severity, and comorbidity of 
twelve-month DSM-IV disorders in the National Comorbidity Survey Replication (NCS-R). Ar-
chives of General Psychiatry 62(6):617-627. 

Kessler, R. C., P. A. Berglund, O. Demler, R. Jin, K. R. Merikangas, and E. E. Walters. 2005b. Lifetime 
prevalence and age-of-onset distributions of DSM-IV disorders in the National Comorbidity Sur-
vey Replication (NCS-R). Archives of General Psychiatry 62(6):593-602. 

Kupersmith, J. 2006. Global conflicts: Implications for VA research. PowerPoint presentation by the 
Chief Research and Development Officer, Veterans Health Administration, VA. 
http://www.academyhealth.org/2006/kupersmith.pdf (accessed March 9, 2007). 

NIDDK (National Institute of Diabetes and Digestive and Kidney Diseases). 2005. National Diabetes Sta-
tistics. http://diabetes.niddk.nih.gov/dm/pubs/statistics/#7 (Accessed May 18, 2007). 

Riddle, J. R., T. C. Smith, B. Smith, T. E. Corbeil, C. C. Engel, T. S. Wells, C. W. Hoge, J. Adkins, M. 
Zamorski, D. Blazer. 2007. Millennium Cohort: The 2001-2003 baseline prevalence of mental disor-
ders in the U.S. military. J Clin Epidemiol 60(2):192-201. 

Ryan, M. A., T. C. Smith, B. Smith, P. Amoroso, E. J. Boyko, G. C. Gray, G. D. Gackstetter, J. R. Riddle, 
T. S. Wells, G. Gumbs, T. E. Corbeil, and T. I. Hooper. 2007. Millennium Cohort: Enrollment begins 
a 21-year contribution to understanding the impact of military service. Journal of Clinical Epidemiol-
ogy 60(2):181-191. 

Sayer, N. A., C. Chiros, B. Clothier, H. Lew, T. Pickett, S. Scott, and B. Sigford. 2006. Predictors of 
functional improvement during acute inpatient rehabilitation among combat-injured OIF and OEF 



56 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS  
 

Prepublication Copy – Uncorrected Proof 
 

servicemembers. Poster presented at 2006 annual meeting of the American Military Surgeons of the 
United States, San Antonio, TX. 

Scott, S. G. 2005. Polytrauma rehabilitation system of care. PowerPoint presentation made at February 
2005 meeting of the Veterans’ Disability Benefits Commission, St. Petersburg, FL. 
http://www.1888932-2946.ws/vetscommission/e-documentmanager/gallery/Documents/February_ 
2006/DrScottColFryerPresentation.pdf (accessed March 1, 2007). 

Seal, K. H., D. Bertenthal, C. R. Miner, S. Sen, and C. Marmar. 2007. Bringing the war back home: Men-
tal health disorders among 103,788 U.S. veterans returning from Iraq and Afghanistan seen at De-
partment of Veterans Affairs facilities. Archives of Internal Medicine 167(5):476-482. 

U.S. Congress, House of Representatives, Committee on Appropriations. 2007. Prepared statement of 
Joel Kupersmith, M.D., Chief Research and Development Officer, VA, before the Subcommittee on 
Military Construction, Veterans' Affairs and Related Agencies, 110th Cong., 1st Sess., March 14. 
https://www.va.gov/OCA/testimony/hac/smqlva/070314JK.asp (accessed May 14, 2007). 

U.S. Congress, House of Representatives, Committee on Veterans’ Affairs. 2006. Prepared statement of 
Colonel Charles W. Hoge, U.S. Army Director of Division of Psychiatry and Neuroscience, Walter 
Reed Army Institute of Research, before the Subcommittee on Health’s hearing on posttraumatic 
stress disorder and traumatic brain injury, 109th Cong., 2nd Sess. September 28. http://veterans. 
house.gov/hearings/schedule109/sep06/9-28-06/CharlesHoge.html (accessed March 15, 2007). 

U.S. Congress, House of Representatives, Committee on Veterans’ Affairs. 2007a. Prepared statement of 
James R. Nicholson, Secretary of Veterans Affairs, before the Full Committee. 110th Cong., 1st Sess., 
February 8. http://veterans.house.gov/hearings/schedule110/feb07/02-08-07/JamesNicholson.html 
(accessed March 1, 2007). 

U.S. Congress, House of Representatives, Committee on Veterans’ Affairs. 2007b. Prepared statement of 
Steven G. Scott, Medical Director, VA Tampa Polytrauma Rehabilitation Center, before the Subcom-
mittee on Oversight and Investigation. 110th Cong., 1st Sess., March 8. http://veterans.house.gov/ 
hearings/schedule110/mar07/03-08-07/StevenScott.shtml (accessed March 9, 2007). 

U.S. Congress, House of Representatives, Committee on Veterans’ Affairs. 2007c. Prepared statement of 
Ronald R. Aument, Deputy Under Secretary for Benefits, VA, before the Subcommittee on Disability 
Assistance and Memorial Affairs. 110th Cong., 1st Sess., March 13. http://veterans.house.gov/ 
hearings/schedule110/mar07/03-13-07/Aument.pdf (accessed March 9, 2007). 

U.S. Congress, Senate, Appropriations Committee. 2007. Prepared statement of Lt. Gen. (Dr.) James G. 
Roudebush, Surgeon General of the Air Force, before the Defense Appropriations Subcommittee. 
110th Congress, 1st Session, March 7. http://appropriations.senate.gov/hearings.cfm (accessed 
March 9, 2007). 

U.S. Congress, Senate and House of Representatives, Committees on Veterans' Affairs. 2007a. Prepared 
statement of Bradley S. Barton, National Commander, Disabled American Veterans. 110th Congress, 
1st Session, February 27. http://veterans.house.gov/hearings/schedule110/feb07/02-27-07/Bradley 
Barton.shtml (accessed March 9, 2007). 

U.S. Congress, Senate and House of Representatives, Committees on Veterans' Affairs. 2007b. Prepared 
statement of Larry Belote, National President, Blinded Veterans of America. 110th Congress, 1st Ses-
sion, March 8. http://veterans.senate.gov/index.cfm?FuseAction=Hearings.CurrentHearings&rID= 
946&hID=256 (accessed March 16, 2007). 

VA (Department of Veterans Affairs). 1995. VA report RCS 20-0227, as of March 31, 1995 (unpub-
lished). 

VA. 2001a. 2001 National Survey of Veterans: Final report. Washington, DC: Department of Veterans 
Affairs. http://www.va.gov/vetdata/docs/NSV%20Final%20Report.pdf (accessed June 22, 2007). 

VA. 2001b. Veterans Benefits Administration annual benefits report for fiscal year 2000. Washington, 
DC: Veterans Benefits Administration. http://www.vba.va.gov/bln/dmo/reports/ fy2000_abr_v3.pdf 
(accessed March 1, 2007). 



VETERANS WITH DISABILITIES IN THE 21ST CENTURY  57 
 

Prepublication Copy – Uncorrected Proof 
 

VA. 2002. Veterans Administration annual benefits report for fiscal year 2001. Washington, DC: Veter-
ans Benefits Administration. http://www.vba.va.gov/bln/dmo/reports/FY2001_ABR.pdf (accessed 
March 1, 2007). 

VA. 2003. Veterans Administration annual benefits report for fiscal year 2002. Washington, DC: Veter-
ans Benefits Administration. http://www.vba.va.gov/bln/dmo/reports/fy2002/2002_abr_all.pdf (ac-
cessed March 1, 2007). 

VA. 2004a. Veterans Administration annual benefits report for fiscal year 2003. Washington, DC: Veter-
ans Benefits Administration. http://www.vba.va.gov/bln/dmo/reports/fy2003/2003_abr.pdf (accessed 
March 1, 2007). 

VA. 2004b. VetPop2004 Version 1.0 State and National Tables Table 5L: Veterans 2000–2033 by 
race/ethnicity, gender, period, age. http://www.va.gov/vetdata/docs/VP2004B.htm (accessed Decem-
ber 18, 2006). 

VA. 2005a. Polytrauma rehabilitation procedures. VHA handbook 1172.1. http://www.va.gov/ 
vhapublications/ViewPublication.asp?pub_ID=1317 (accessed March 12, 2007). 

VA. 2005b. Veterans Administration annual benefits report for fiscal year 2004. Washington, DC: Veter-
ans Benefits Administration. http://www.vba.va.gov/bln/dmo/reports/fy2004/2004_abr.pdf (accessed 
March 1, 2007). 

VA. 2005c. VA report RCS 20-0227, as of September 30, 2005 (unpublished). 
VA. 2006a. Compensation and pension benefit activity among 633,867 veterans deployed to the Global 

War on Terrorism. Washington, DC: Office of Performance Analysis and Integrity, Veterans Benefit 
Administration. Prepared November 8, 2006. Unpublished document provided by VA to the Commit-
tee on Medical Evaluation of Veterans for Disability Compensation on March 14, 2007. 

VA. 2006b. Veterans Benefits Administration annual benefits report for fiscal year 2005. Washington, 
DC: Veterans Benefit Administration. http://www.vba.va.gov/bln/dmo/reports/ fy2005/2005_abr.pdf 
(accessed March 1, 2007). 

VA. 2006c. VA strategic plan FY 2006-2011. Washington, DC: Veterans Benefit Administration. 
http://www.va.gov/op3/docs/VA_2006_2011_Strategic_Plan.pdf (accessed March 1, 2007). 

VA. 2006d. Analysis of VA health care utilization among U.S. Southwest Asian war veterans: Operation 
Iraqi Freedom and Operation Enduring Freedom. Washington, DC: Office of Public Health and Envi-
ronmental Hazards, Veterans Health Administration. 

VA. 2006e. VA report RCS 20-0227, as of September 30, 2005 (unpublished). 
VA. 2007a. FY2008 Budget submission, volume II: National Cemetery Administration, benefits pro-

grams, and departmental administration. Washington, DC: Office of Budget, Department of Veterans 
Affairs. http://www.vba.va.gov/bln/dmo/reports/FY2001_ABR.pdf (accessed March 1, 2007). 

VA. 2007b. Polytrauma and blast-related injuries. QUERI (Quality Enhancement Research Initiative) 
fact sheet. http://www.va.gov/hsrd/publications/internal/polytrauma_factsheet.pdf (accessed 
March 14, 2007). 

VA. 2007c. Unpublished tables of claims data provided by VA Office of Performance Analysis and Integ-
rity to the Committee on Medical Evaluation of Veterans for Disability Compensation. 

Warden, D. 2006. TBI during wartime: The Afghanistan and Iraq experience. Presentation at 2nd Federal 
Traumatic Brain Injury Interagency Conference, Bethesda, MD, March 9. http://www.tbi-interagency. 
org/pdf/dwarden.pdf (accessed March 21, 2007). 
 
 
 
 
 
 
 
 
 



 



   
 

Prepublication Copy – Uncorrected Proof 
59 

3 
 

Impairment, Disability, and Quality of Life 
 
 
 
 
 
 
 
 
 
 
 
The primary focus of this study is the extent to which the Department of Veterans Affairs’ 

(VA) Schedule for Rating Disabilities (Rating Schedule) is “an appropriate, valid, and reliable 
instrument for evaluating medical impairment and determining degree of disability.” The state-
ment of work for the committee clarified our assignment to ask how well the Rating Schedule 
and associated regulations enable VA to determine the proper levels of disability to compensate 
veterans with injuries and diseases incurred in, or aggravated by, military service for (1) “impact 
on quality of life” and (2) “impairment in earnings capacity”. This chapter begins with a section 
that provides a model of disability and defines our understanding of quality of life and impair-
ment in earnings capacity, as well as other concepts used in the model, including medical im-
pairment and limitations in the activities of daily living. 

A MODEL OF DISABILITY AND DEFINITIONS 
The most useful model for purposes of this report was developed by an earlier Institute of 

Medicine (IOM) committee in 1991 (IOM, 1991). It has four domains of disablement: pathology, 
impairment, functional limitation, and disability (see Figure 3-1). More recent conceptual mod-
els, such as the International Classification of Functioning, Disability, and Health (ICF) (WHO, 
2001),1 are not linear, recognizing, for example, that there is not always a stepwise progression 
from pathology to impairment to functional limitation to disability. A functional limitation may 
result in yet another impairment, for example, or an impairment may not limit function but be 
disabling, such as disfigurement.2 

The 1991 IOM model is practical to use because it not only has the concepts of impairment, 
functional limitation, and disability and includes mediating factors (e.g., lifestyle and behavioral, 
biological, and environmental), but also acknowledges the interaction between quality of life and 
the disablement process. The committee does not find the IOM definition to be inconsistent with 
the more conceptually sophisticated ICF. (See Box 3-1 for a summary of the disability related 
concepts and terms used by the committee in this report.) 

 

                                                           
1 See Figure 1 in the WHO report (2001). 
2 This complexity was recognized in the text of the IOM report (1991); see pp. 8-10. 
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BOX 3-1 Basic Concepts and Definitions of Terms Used 

 
activities of daily living/instrumental activities of daily living—functional limitations at the person level; measures 
of the net impact of an impairment or impairments on an individual’s ability to engage in life situations  
 
disability—a broad term that includes work disability and quality of life 
 
disabling process—a product of the interaction of the person and the environment, thereby influencing one’s quality 
of life 
 
domains—aspects of an individual’s activities, such as the physical, psychological, and social  
 
functional assessment—measure of the degree to which an individual can perform chosen roles (as well as duties 
and responsibilities) without physical, social, psychological, or cognitive limitation  
 
health-related quality of life—measures what an individual values and whether there is much satisfaction in one’s 
life; components can include signs or symptoms, treatment side effects, or physical, cognitive, emotional, and social 
functioning  
 
impairment—loss of physiological integrity in a body function or anatomical integrity in a body structure; caused by 
disease, injury, or congenital defect (WHO, 2001) 
 
IOM model of disablement domains—the model’s four domains are (1) pathology, (2) impairment, (3) functional 
limitation, and (4) disability. The model encompasses the concepts of impairment, functional limitation, and disabil-
ity, and includes mediating factors—lifestyle and behavioral, biological, and environmental—and acknowledges the 
interaction between quality of life and the disablement process (IOM, 1991) 
 
loss in quality of life—the consequences of an injury or disease other than work disability 
 
quality of life—includes the cultural, psychological, physical, interpersonal, spiritual, financial, political, temporal, 
and philosophical dimensions of a person’s life; reflects changes in people and the environment over time across 
many of its domains (Tate et al., 1996); the perception of physical and mental health over time (CDC, 2007) 
 
work disability—(1) actual loss of earnings resulting from the injury or disease and (2) presumed loss of earning 
capacity [or impairments of earning capacity] resulting from the injury or disease 
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FIGURE 3-1 The four domains of disablement (IOM, 1991:Figure 4). 
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Impairment 
Impairment is a loss of physiological integrity in a body function or anatomical integrity in a 

body structure (WHO, 2001). Impairment is caused by disease, injury, or congenital defect. It 
may be a secondary consequence of yet another impairment, as when a person has a shorter leg 
from an injury and later develops arthritis in the hip because the abnormal gait resulting from the 
short leg causes trauma in the joint. Disability compensation systems, such as VA’s or workers’ 
compensation programs, generally determine the amount of compensation by rating the severity 
of the permanent impairment—the sequelae or residuals of a disease or injury. Impairments can 
be defined in relation to a physiological or anatomical structure or functional limitations. 

The next chapter will assess the extent to which the Rating Schedule bases compensation on 
degree of impairment alone, but below are some examples of ratings of disability based on sever-
ity of impairment: 

 
• Ribs, removal of (diagnostic code 5297): 

More than six................................................................... 50 percent 
Five or six........................................................................ 40 percent 
Three or four.................................................................... 30 percent 
Two.................................................................................. 20 percent 
One or resection of two or more ribs without regeneration... 0 percent 

 
• Paralysis of fifth (trigeminal) cranial nerve (8205): 

Complete.......................................................................... 50 percent 
Incomplete, severe........................................................... 30 percent 
Incomplete, moderate...................................................... 10 percent 
Note: Dependent upon relative degree of sensory manifestation or motor loss. 

 
 
Some kinds of impairments are rated according to the degree of functional limitation of the 

body structure or process. These include range of motion of limbs and decreased capacity of an 
organ (loss of breathing capacity of the lung has already been described above): 

 
• Thigh, limitation of flexion of (5252): 

Flexion limited to 10°...................................................... 40 percent 
Flexion limited to 20°...................................................... 30 percent 
Flexion limited to 30°...................................................... 20 percent 
Flexion limited to 45°.......... ............................................. 0 percent 

 
• Arteriosclerotic heart disease (coronary artery disease) (7005): 

 
100 percent—Chronic congestive heart failure; or workload of 3 METs metabolic 
equivalents of task3 or less results in dyspnea, fatigue, angina, dizziness, or syncope; 
or left ventricular dysfunction with an ejection fraction of less than 30 percent 

 
                                                           

3 One MET is equivalent to a metabolic rate that consumes 3.5 milliliters of oxygen per kilogram of body 
weight per minute (roughly the oxygen uptake of someone sitting quietly). http:// preven-
tion.sph.sc.edu/tools/compendium.htm (accessed May 1, 2007). 
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60 percent—More than one episode of acute congestive heart failure in the past year; 
or workload of greater than 3 METs but not greater than 5 METs results in dyspnea, 
fatigue, angina, dizziness, or syncope; or left ventricular dysfunction with an ejection 
fraction of 30 to 50 percent 

 
30 percent—Workload of greater than 5 METs but not greater than 7 METs results in 
dyspnea, fatigue, angina, dizziness, or syncope; or evidence of cardiac hypertrophy or 
dilatation on electrocardiogram, echocardiogram, or X- ray 

 
10 percent—Workload of greater than 7 METs but not greater than 10 METs results 
in dyspnea, fatigue, angina, dizziness, or syncope; or continuous medication required 

Limitations in the Activities of Daily Living 
It is common to differentiate functional limitations at the physiologic or anatomic level, as in 

the examples above, from functional limitations at the person level, which are measured by 
scales of activities of daily living (ADLs) and instrumental activities of daily living (IADLs) 
(Box 3-2). ADLs and IADLs are considered to be measures of the net impact of an impairment 
or impairments on an individual’s ability to engage in life situations. The distinction is useful 
because physicians are trained to evaluate impairment but rarely are taught to evaluate the capac-
ity of individuals to function in daily life. Evaluation of impairment is based on an examination 
of a patient and his or her test results, medical history, and symptoms, while evaluating the func-
tional capacity of an individual is based on performance measures (e.g., ambulation, lifting 
specified loads). 

 
 

BOX 3-2 ADLs and IADLs 
 

Activities of daily living (ADLs) scales were developed beginning in the 1960s to assess ability to perform self-care 
activities such as dressing, bathing, grooming, toileting, transferring (getting into or out of bed or a chair), and eat-
ing. The original purpose was to assess the disability of individuals in inpatient rehabilitation settings and nursing 
homes to determine what kind of help they need and to monitor their progress (Katz et al., 1963; Mahoney and 
Barthel, 1965). ADL scales have been adapted to clinical settings. 
 
Instrumental activities of daily living (IADLs) were developed to assess the ability of elderly and disabled individu-
als to live independently in the community (Lawton and Brody, 1969). These activities include managing money, 
using a telephone, preparing meals, performing l`ight or heavy housework, walking across the room, climbing up 
stairs, going outside, shopping, and getting around in the community. 
 
Neither ADLs nor IADLs directly measure capacity to work. 
 

 
VHA uses ADL and IADL assessments, for example, in deciding whether a post-stroke pa-

tient needs inpatient rehabilitation, level of inpatient care needed, and readiness for discharge 
(VA, 2007). VBA does not use ADLs, IADLs, or other whole-person functional assessments to 
evaluate service-connected injuries and diseases, except for mental disorders. For mental disor-
ders, the Rating Schedule has criteria to assess the degree of occupational and social impairment 
on a six-point scale from 0 to total. 

The Australian Department of Veterans’ Affairs uses ADLs to determine impairment ratings 
of conditions for which criteria either do not exist in the body system tables or are inadequate or 
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inappropriate. The intent of using ADLs is to assess conditions that result in a veteran being 
housebound or nearly housebound, chairbound, or bedridden (e.g., effects of severe strokes, 
Parkinson’s disease, heart failure, respiratory disease, or liver or kidney failure) or to assess non-
specific indicators of disease or injury (e.g., pain, lethargy, or poor prognosis of life expectancy). 
An ADL-based rating of a single condition can be combined with body system-based ratings of 
other conditions, or the ADLs can be used to rate all conditions. The evaluator grades six 
ADLs—movement in bed, transfers, locomotion, dressing, personal hygiene, and feeding—on a 
scale from 0 to 8. The total of the six scores is converted using a table to an impairment rating 
ranging from 0 to 70. The evaluator also uses a second set of criteria based on effects of symp-
toms such as pain or lethargy and decreased life expectancy to derive an impairment rating from 
0 to 35. The higher of the two ratings is used to determine the amount of compensation (Austra-
lian DVA, 2005). 

Disability 
This chapter uses disability as a broad term that includes work disability and quality of life in 

order to be responsive to the tasks assigned to the committee. Work disability refers to the loss of 
earning capacity (or impairment in earning capacity) or the actual loss of earnings resulting from 
an injury or disease. Loss in quality of life refers to the consequences of an injury or disease 
other than work disability. These definitions are refined in the rest of this chapter. 

Impairments of Earning Capacity (Work Disability) 
Work disability has two meanings. Actual loss of earnings is the extent of actual loss of earn-

ings resulting from the injury or disease. Loss of earning capacity (which is the same as impair-
ments of earning capacity) is the presumed loss of earning capacity resulting from the injury or 
disease. Loss of earning capacity is more a legal or economic concept than a medical concept. It 
is used in the legal system as a basis for determining damages in personal injury cases. It was 
carried over into workers’ compensation programs, which were established in the early 20th cen-
tury to replace the tort system in dealing with accidents at work. When disability benefits for 
veterans were established by an amendment of the War Risk Insurance Program in 1917, the 
concept of a rating schedule to compensate for diminished earning capacity was borrowed from 
state workers’ compensation programs.4 

Conceptually, loss of earning capacity is not the same as loss of actual earnings because, for 
various reasons, some people earn less than they could earn, or they earn more than expected 
given the seriousness of their injuries. In legal proceedings, there must be a reasonable basis for 
determining earning capacity. Vocational specialists often have a key role in determining what 
jobs a person might be able to perform given his or her age, education, occupation, skills, knowl-
edge, and experience, and what such jobs usually pay. In practice, past earnings are usually the 
basis for tort awards, because there is little evidence of earning capacity except actual pre-injury 
earnings (Horner and Slesnick, 1999). 

Quality of Life 
Despite the limitations of our current models for measuring disability, researchers have 

pointed out the importance of including more global measures of health status and health-related 
                                                           

4 The 1917 amendments authorized “monetary payments, for disability incurred or aggravated in armed service, 
based largely upon the practices of state employees compensation laws, and called ‘disability compensation’ instead 
of ‘pensions’” (Griffith, 1945). 



IMPAIRMENT,  DISABILITY,  AND QUALITY OF LIFE  65 
 

Prepublication Copy – Uncorrected Proof 
 

quality of life (HRQOL) when measuring outcomes (IOM, 1997). It is also important to empha-
size that these measures are not meant to replace traditional measures of impairment, limitations 
in ADLs, or work disability. The current role of these broader measures of outcomes such as 
HRQOL is to expand the scope of evaluation research and the scope of policy making. More re-
search is needed to better understand how HRQOL relates to work disability, including loss of 
earning capacity. According to the IOM model of disability (1997), the disabling process is a 
product of the interaction of the person and the environment, thereby influencing one’s quality of 
life. 

Defining Quality of Life 
The concept of quality of life (QOL) can be traced back to the ancient Western philosopher 

Aristotle, who described it as “happiness,” a “certain kind of virtuous activity of the soul” (Zhan, 
1992). Attempts to define QOL in the United States at the societal level were initiated by Presi-
dent Eisenhower’s Commission on National Goals (Weisgerber, 1991). Later during the 1970s 
the concept began being used in reference to the individual (Wolfensberger, 1994). Historically, 
the United States has measured the success of its efforts to improve the health of its citizens on 
the basis of mortality statistics. Gains in human longevity, no doubt, have been accompanied by 
increases in the incidence and prevalence of morbidity and accompanying disabilities (IOM, 
1997). Within the last few decades, the emphasis on such measurement has changed from the 
quantity to the quality of life. 

Both the economic and human costs of disability are enormous. Approximately one-third of 
people with physical, mental, or sensorial disabilities have disabilities so severe that they are un-
able to carry out the major activities of their age group, such as attending school, working, par-
enting, or providing self-care (IOM, 1997). As a result, attention must be focused not only on 
preventing disease and injury but on treatment and rehabilitation. 

By definition, the concept of QOL covers many dimensions of one’s life: cultural, psycho-
logical, physical, interpersonal, spiritual, financial, political, temporal, and philosophical. Fur-
thermore, QOL is dynamic because it reflects changes in people and the environment over time 
across many of its domains (Tate et al., 1996). 

Shumaker, et al. (1990) define QOL on three levels varying from global to specific. The 
global dimension or overall assessment is “an individual’s overall satisfaction with life, and 
one’s general sense of well-being.” The middle level includes the four domains of physical, psy-
chological, social, and economic aspects of QOL, and the lowest level includes all aspects of 
each domain that are specifically assessed by different QOL measures. Psychological well-being, 
therefore, might be determined by a combination of factors such as the absence of negative states 
such as depression, anxiety, or posttraumatic stress disorder, and by the presence of positive 
states such as effective coping skills and a healthy self-esteem. 

Different approaches have been used to evaluate the QOL of individuals with disease and in-
jury. Highlighting its importance to successful rehabilitation, the concept has been studied in a 
variety of conditions including cardiovascular disease, cancer, renal disease, spinal cord injury, 
traumatic brain injury, stroke, and lung disease, to mention a few. QOL is viewed as an impor-
tant indicator of a patient’s overall health across time. HRQOL components can include signs or 
symptoms, treatment side effects, or physical, cognitive, emotional, and social functioning. Dur-
ing the progression of chronic disease or disability, HRQOL components can interact with other 
QOL dimensions (e.g., financial, workplace, and environmental accessibility factors) in a num-
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ber of situations. These dimensions also may affect a person’s ability to cope with injury or dis-
ease and successfully respond to interventions. 

The concept of QOL is thus critical to the enabling-disabling process as outlined in IOM’s 
1997 report, Enabling America, which assessed the state of rehabilitation science and engineer-
ing (IOM, 1997). This report illustrated how biological, environmental (physical and social), and 
lifestyle/behavioral factors are involved in reversing the disabling process. The availability of 
more comprehensive health services is particularly important and timely because of the growing 
needs of veterans with disabilities and demand for rehabilitation services that extend beyond the 
physical realm. New developments in rehabilitation science and engineering are essential to re-
store human functional capacity and to improve a person’s quality of life and interactions with 
the surrounding environment. 

QOL Assessments 
There are many approaches to assessing the health of a person. Most include measurements 

in several domains. The term domain is used to describe the physical, psychological, and social 
aspects of an individual’s activities. For example, measures of physical impairments, which 
might include anatomical or physiological abnormalities, are thought to contribute to overall 
function and quality of life. In addition, measures of limitations of function, such as gait velocity 
or prehension, are done because they provide an accurate and quantitative picture of what an in-
dividual is able to perform. Measures of disability are also acknowledged as being useful be-
cause they place the abnormalities within the context of an individual’s daily routines. 

In 1948, the World Health Organization (WHO) prompted a major departure from the dis-
ease-driven orientation previously adopted to define the concept of health and to assess out-
comes. WHO stated that “physical, mental, and social well-being and not merely absence of dis-
ease” defines health. The definition helped set the conceptual framework for what constitutes 
treatment goals, thereby acknowledging the importance of using multidimensional outcome 
measures that would include the domains of physical, mental, and social health, and measures of 
function and disability. Toward this end, WHO devised the International Classification of Func-
tion (ICF) to reflect advances in science and to acknowledge the individual’s values and goals 
within the context of his or her unique social and physical environment. The ICF comprises four 
domains: 

 
• measures of body function, 
• measures of body structures, 
• measures of activity and participation at the level of the person, and 
• environmental support (physical and social). 
 
There has been considerable interest in the multi-domain approach to assessment for several 

reasons: 
 
• The information age has educated individuals about what is possible. 
• Public expectations about what can be expected following illness and injury have become 

greater. 
• The Americans with Disabilities Act has identified regulations about the need to remove 

environmental barriers and increase opportunities for people with disabilities. 
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• Medical practice and health services have advanced such that amelioration of disability 
and restoration of function is feasible with greater frequency. 

 
In general, the health-care establishment is committed to helping reduce the burden of dis-

ease, but has become increasingly aware of patient priorities, which include the desire to be in-
dependent, to maintain valued activity, and to have a sense of well-being in all aspects of daily 
life—in short, to achieve a good quality of life. The Centers for Disease Control and Prevention 
(CDC) defines QOL as the perception of physical and mental health over time (CDC, 2007). 
When it is referred to as HRQOL, QOL is frequently linked with function and/or health status.  

Function is not the same as QOL. Functional assessment is designed to measure what indi-
viduals are doing. It is a measure of the degree to which an individual can perform chosen roles 
(as well as duties and responsibilities) without physical, social, psychological or cognitive limita-
tion. What distinguishes the functional assessment and the QOL or HRQOL instrument is the 
component of measuring patient satisfaction. HRQOL is designed to measure what an individual 
values and whether there is a much satisfaction in one’s life. Many instruments have been devel-
oped. Some have been designed to rate specific activities based on their importance to an indi-
vidual and also to assess the impact of these activities on the individual’s feelings of satisfaction 
and competence. 

QOL measures address the value of the activity to the individual. Functional measures and 
QOL indicators are measures of different but complementary phenomena, and a substantial body 
of data show that physical findings and disease severity do not always correlate with patient self-
reported QOL. 

Controversy exists about whether such measures are more about life than health and whether 
health care should consider QOL measures as relevant given that it is usually the social, finan-
cial, and spiritual components of life that most influence quality. Nevertheless, as individuals 
become more knowledgeable about health-care options, and as data are provided about the risks 
and benefits of these options, individuals are (and should be) participating more in decision mak-
ing. As a result, an increasing number of studies include HRQOL measurements as outcomes, 
and investigators suggest they provide meaningful information that informs clinical practice. 

Programs that Compensate for Loss of QOL  
There are several concepts of QOL at the Department of Defense (DoD) and VA. First, while 

in the service, veterans benefit from what DoD calls quality-of-life programs and services. Mili-
tary QOL programs provide services that improve the life circumstances of servicemembers 
and/or their families. For example, the annual Military Construction, Military Quality of Life, 
and Veterans Affairs Appropriations Act funds family housing and recreational facilities. QOL 
programs also include the range of services to take care of families while members are deployed 
or return injured. 

At the Veterans Health Administration (VHA), QOL usually refers to the concept described 
earlier. VHA has developed an HRQOL instrument, the Veterans SF-36 (SF-36V), to assess vet-
erans in outpatient settings. The SF-36V has been shown to be valid and reliable in the popula-
tion served by VHA (Perlin et al., 2000), and use of the SF-36V in outcomes research is wide-
spread in VHA medical research studies (Kazis, 2000). At the Veterans Benefits Administration 
(VBA), however, quality of life refers to impacts of service-connected injuries and diseases that 
are not likely to affect a veterans employment prospects. These include scars, minor hearing loss, 
and loss of a procreative organ. 
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The Canadian veterans’ disability compensation program and some provincial workers’ 
compensation programs compensate for loss of QOL. Veterans Affairs Canada, for example, 
measures degree of interference with ability to 

 
• carry out usual and customary ADLs, 
• maintain appropriate and customary personal relationships, and  
• participate in recreational and community activities. 
 
The standard for comparison is, as much as possible, the usual or accustomed activities that 

the veteran was engaged in before becoming disabled. A QOL level determination table sets out 
criteria for three levels of QOL, ranging from mild limitations or reductions of ability to carry 
out the three kinds of activities listed above (level 1) to moderate interference or limitations 
(level 2) to extreme inability to carry them out (level 3). 

The next step is to use a QOL conversion table to determine the percentage ranging from 1 to 
20 percent that should be added to the “medical impairment rating.” The higher the medical im-
pairment rating, the larger the QOL percentages given in the table. For example, those rated 11–
20 percent impaired can receive up to 5 additional percentage points for loss of QOL, while 
those rated rated 71–80 percent may receive up to 20 additional percentage points for loss of 
QOL.5 The resulting total of the medical impairment rating and the QOL rating is called the 
“disability assessment.” This is done for each condition, and the results are combined to deter-
mine the overall rating, which forms the basis for the amount of compensation.6 The Canadian 
method of compensating for loss of QOL is administratively feasible but far from a full assess-
ment of QOL. 

Most Canadian provinces compensate workers for non-economic loss in addition to, or in 
some cases when compensation for non-economic loss would be higher, in place of compensat-
ing for loss of earning capacity. Non-economic loss is usually based on degree of impairment, 
measured by the AMA Guides to the Evaluation of Permanent Impairment or similar impairment 
schedule. Although intended to compensate for losses suffered despite ability to work, Sinclair 
and Burton’s study of the Ontario workers’ compensation program found that impairment ratings 
based on the AMA Guides did not well predict loss of quality of life (Sinclair and Burton, 1995). 

The Australian Department of Veterans’ Affairs (DVA) compensates veterans for “perma-
nent impairment, pain and suffering and the lifestyle restrictions which are a result of the ac-
cepted [i.e., service-connected] injury or disease” (Australian DVA, 2006). First, DVA deter-
mines an impairment rating between 5 and 100 percent using a Guide to Determining 
Impairment and Compensation (Australian DVA, 2005). Second, DVA determines a lifestyle 
rating based on the extent an individual is limited in fulfilling roles normal for a veteran without 
a service-connected injury or disease. The lifestyle rating is an average of ratings on four 
scales—personal relationships, mobility, recreational and community activities, and employment 
and domestic activities (Australian DVA, 2005).7 The impairment rating and lifestyle rating are 
then combined using a table, and the resulting compensation factor (expressed as a percentage 
between 0 and 1) is multiplied by the maximum permanent impairment pay amount to produce 
the monthly amount of compensation (Australian DVA, 2005). The lifestyle factor accounts for 
                                                           

5 The maximum rating for impairment plus loss of QOL is 100 percent. 
6 The rating manual is available at http://www.vac-

acc.gc.ca/clients/sub.cfm?source=dispen/2006tod/ch_02_2006 (accessed March 19, 2007). 
7 There are two scales for the last domain, one for domestic activities and one for employment activities. The 

higher of the two ratings is used. 
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15 percent of the compensation factor for impairment ratings up to 50, a lesser amount for im-
pairment ratings between 50 and 80, and 0 percent of the compensation factor for impairment 
ratings 80 and higher (because the compensation factor for impairment ratings of 80 and higher 
is 1, the maximum that can be awarded). 

THE RELATIONS AMONG THE CONCEPTS IN THE DISABILITY 
MODEL 

The preceding section provided a model of disability and definitions and discussions of the 
salient concepts embedded in that model, including impairment, limitations in ADLs, work dis-
ability (including impairments in earning capacity), and QOL. One crucial point is that a distinc-
tion must be made between the purpose of a disability compensation program (a topic considered 
in the next section) and the operational basis for the benefits (a topic considered in this section, 
in the next chapter, and in Appendix C). 

Use of Proxies for Wage Loss in Workers’ Compensation 
State workers’ compensation programs differ with respect to who they cover, which injuries 

and diseases are covered, benefit levels, and administrative rules. All states provide benefits for 
temporary disabilities (that is, benefits between the date of injury and the date of “maximum 
medical improvement,” when the healing period is completed). During the temporary disability 
period, workers’ compensation benefits are only paid if the worker has an actual loss of earnings. 

After the date of maximum medical improvement, states differ in their approaches to perma-
nent disability benefits. Almost all state workers’ compensation statutes have a schedule, or list, 
of body parts that are covered and an indication of how loss of each body part, such as a finger, 
hand, leg, eye, or hearing, is compensated for workers with permanent partial disability, which 
constitutes the vast majority of cases with permanent consequences. Scheduled permanent partial 
disability benefits are based on an assessment of the degree of permanent impairment, where the 
permanent impairment is used as a proxy for the expected losses of earnings. Spine injuries, head 
injuries, organ damage, and occupational diseases, however, are usually not on the schedule. 
Nonscheduled permanent partial disability cases are paid on the basis of three approaches. The 
most common approach is to pay for the degree of permanent impairment without regard to fu-
ture earnings losses, usually based on use of the American Medical Association’s Guides to the 
Evaluation of Permanent Impairment, where the permanent impairment is used as a proxy for 
actual losses of earnings. The second approach pays permanent partial disability benefits after a 
determination of the worker’s loss of earning capacity, based on the extent of the worker’s per-
manent impairment and other factors, such as the worker’s age and previous work experience. A 
few states pay permanent partial disability benefits based on the worker’s actual wage losses, 
which is much more complicated to administer. Some states use of a combination of two or even 
all three approaches, depending on the type and severity of the worker’s injury (Barth, 
2003/2004; Burton 2005). 

Use of Proxies for Wage Loss in the Veterans’ Disability Compensation 
Program 

Although the official name of the VA Rating Schedule is the Veterans Administration 
Schedule for Rating Disabilities, it mostly uses proxy measures of assessing the extent of work 
disability. Proxy measures include 
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• degree of anatomic loss (e.g., 70 percent for amputation or loss of use of a dominant 

hand),8 and 
• extent of functional loss of an organ (e.g., 10, 30, 60, or 100 percent for diminished lung 

capacity because of asthma, bronchitis, emphysema, or chronic obstructive pulmonary 
disease).9 

 
The Rating Schedule considers social and economic impacts only in rating mental disorders. 

For example, 30 percent is given for  
 

occupational and social impairment with occasional decrease in work efficiency and in-
termittent periods of inability to perform occupational tasks (although generally function-
ing satisfactorily, with routine behavior, self-care, and conversation normal [sic]), due to 
such symptoms as: depressed mood, anxiety, suspiciousness, panic attacks (weekly or 
less often), chronic sleep impairment, mild memory loss (such as forgetting names, direc-
tions, recent events).10 
 
Although the veterans’ disability compensation program borrowed the ideas of a schedule of 

monthly benefits for particular impairments and loss of earning capacity from workers’ compen-
sation, there were some significant changes. In the state programs, the schedule normally lists a 
duration of benefits that depends on the severity of the permanent impairment, which is paid out 
weekly at a fraction of the worker’s pre-injury wages (typically two-thirds) until the total is 
reached. In the veterans’ compensation program, the monthly amount is paid for life. The VA 
approach assumes the impairment is permanent, an assumption that is at odds with current think-
ing on rehabilitation. The schedule also included all injuries and diseases, not just specific body 
parts. The loss of earning capacity rather than actual wage loss probably appealed because many 
veterans do not have a civilian job before entering the service. Implicitly, the policy acknowl-
edged the difference between impairment and disability by (1) recognizing that individuals with 
the same severity of impairment will have a range of earnings and (2) allowing veterans with im-
pairments to earn as much as they want without affecting the amount of their compensation. In 
1933, VA officially recognized that some individuals are not able to earn as much as others with 
the same degree of impairment, by establishing the individual employability (IU) benefit and, 
further, allowing individuals who do not meet the minimum schedular rating degree to quality 
for IU to appeal to the administrator for total disability benefits. 

Perhaps because earning capacity is not the same as actual earnings, successive VA Rating 
Schedules, including the current one, have not been based on empirical comparisons of the actual 
earnings of veterans at the various rating levels with veterans who are not rated for disability. In 
1945, for example, VA’s Disability Policy Board, mostly made up of physicians and some law-
yers, set the criteria for rating the conditions in the schedule: 

 

                                                           
8 Diagnostic codes 5124 (amputation) and 5125 (loss of use) in the Rating Schedule (loss or loss of use of the 

non-dominant hand is rated 60 percent). 
9 As measured by a FEV1 (forced expiratory volume in one second) test. An FEV1 result of less than 40 percent 

of predicted value equals a rating of 100 percent, 40–55 percent equals 60 percent, 56–70 percent equals 30 percent, 
and a 71–80 percent equals 10 percent (diagnostic codes 6600 and 6602–6604 in the Rating Schedule). 

10 These are the criteria for all of the mental disorders except eating disorders (diagnostic codes 9201–9440 in 
the Rating Schedule). 
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According to a former Director of VA’s Compensation and Pension Service, VA’s De-
partment of Medicine and Surgery, now the Veterans Health Administration, provided 
the Board with a medical monograph—a detailed description of etiology and manifesta-
tions—for each of the conditions included in the schedule at that time. The Board used 
these monographs to estimate the relative effects different levels of severity of a condi-
tion have on the average veteran’s ability to compete for employment in the job market 
… [and] set the ratings on this basis (GAO, 1997). 
 
According to VA, the 1945 Rating Schedule was “more detailed than the 1933 schedule.” It 

“reflected society’s reduced reliance on manual labor and had a greater appreciation of the effect 
of mental disability.” “The 1945 scheme remains in effect with changes made as the need arose 
and with the assistance from Veterans Health Administration” (Pamperin, 2006). The Disability 
Policy Board of eight physicians and lawyers was responsible for revising the Rating Schedule 
until it was abolished in1969 (GAO, 1989). 

In 1956, the President’s Commission on Veterans’ Pensions, chaired by retired Army general 
Omar Bradley, commissioned surveys of representative samples of veterans and of veterans re-
ceiving disability compensation and compared the median earnings of each group, for example, 
veterans without disabilities, veterans rated 10 percent, veterans rated 20 percent, and so on, up 
to veterans rated 100 percent. The results showed veterans had lower earnings as rating levels 
increased, with an especially sharp drop off at 100 percent (President’s Commission, 1956). 
When the amount of monthly compensation was added in, however, veterans with disabilities 
had about the same income as veterans without disabilities except at the 100 percent rating level. 
On average, veterans rated 100 percent earned about 10 percent less than veterans without dis-
abilities. Probably as a result of this finding, Congress raised the benefit amount for 100 percent 
in 1957 relative to the rest of the rating levels, a difference that has widened over the years (Eco-
nomic Systems, 2004a). When the Bradley Commission looked at the average income of veter-
ans with mental and neurological diseases and those with general medical and surgical condi-
tions separately, it found that the former group had 10–20 percent less income than the latter at 
most rating levels (President’s Commission, 1956). 

In 1971, VA conducted an “economic validation” of the Rating Schedule, with a sample size 
large enough to compare 1967 earnings of veterans at one or more rating levels of most of the 
diagnostic categories with those of veterans without disabilities with similar demographic char-
acteristics. Known as the ECVARS study, for Economic Validation of the Rating Schedule, it 
found that the difference between the earnings plus compensation of veterans with disabilities at 
a given rating level and the earnings of veterans without disabilities varied by condition, in some 
cases giving veterans with disabilities higher rating percentages than percentages of actual earn-
ings losses, in other cases giving them lower rating percentages than actual earnings losses.11 
Like the Bradley Commission, ECVARS found that the drop-off in earnings was especially se-
vere for those rated 100 percent, and that those with mental conditions consistently had substan-
tially lower earnings. In all, ECVARS found that for about 330 of the 700 conditions studied, the 
rating criteria overestimated average loss in earnings, and for about 75, the rating criteria under-
estimated the average loss in earnings (GAO, 1997). VA submitted a Rating Schedule with crite-
ria adjusted according to the ECVARS findings, but Congress declined to act on it (U.S. Con-
gress, Senate Committee on Veterans Affairs, 1973). 

                                                           
11 The ECVARS is also discussed in Chapter 4 and in Appendix C. 
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In conclusion, average impairments in earnings is an abstract concept that cannot be meas-
ured directly. Its origins are legal, not medical. As used by VA, it is based on judgment, and it is 
not linked to observed average losses of actual earnings by veterans at each rating level or with 
particular conditions. 

PURPOSE OF SERVICE-CONNECTED DISABILITY COMPENSATION 
Compensation for average loss of earning capacity is the official statutory purpose of the vet-

erans’ disability compensation program. The concept of average loss dates from the War Risk 
Insurance program amendments of 1917:  

 
A schedule of ratings of reductions in earning capacity from specific injuries or combina-
tions of the injuries of a permanent nature shall be adopted and applied by the Bureau. 
The ratings shall be based as far as is practicable upon the average impairments of earn-
ing capacity resulting from such injuries in civil occupations, and not upon the impair-
ment in each individual case, so that there shall be no reduction in the rate of compensa-
tion for individual success in overcoming the handicap of a permanent injury (Douglas, 
1918:473).12 
 
Several widely accepted conceptual models of disability exist and, although they differ in de-

tails, all in some way distinguish between medical impairment, functional capacity, and disabil-
ity (WHO, 2001; IOM, 1991,1997; NCMRR, 1993; Nagi, 1976). Rather than assuming that the 
level of impairment is highly correlated with the extent of disability, they conceive of disability 
as the result of the interaction between an individual’s functional limitations and his or her envi-
ronment, unlike the anatomical approach of the Rating Schedule. This approach accounts for the 
fact that individuals with similar impairments have different degrees of disability. 

These models of disability also all conceive of disability as broader than inability to work. 
Disability also includes the inability to engage in any of the range of activities that most people 
enjoy, such as going to school, interacting socially, having a family, traveling, and managing 
one’s legal and economic affairs. The ability to participate in this range of activities represents a 
person’s QOL. The 1991 IOM report, Disability in America, included QOL as a factor in disabil-
ity and called for improved QOL measurement to use in assessments of health and disability. For 
IOM, QOL corresponds to overall well-being with both physical and psychosocial dimensions 
and is more than the absence of disease or injury (IOM, 1991). 

The Rating Schedule is a tool or instrument used by VA to rate disability on a scale ranging 
from 0 to 100 percent in intervals of at least 10 percent. As a tool, the Rating Schedule is a 
means to an end or a method of achieving a purpose. Therefore, to evaluate the performance of 
the Rating Schedule and to make recommendations for improving it, the purpose of the compen-
sation program should be as clear as possible. If there are multiple purposes, each should be 
clear, and the appropriate desired trade-offs should be specified. 

There are differences in views about what is or should be the purpose or the intent of com-
pensating veterans. The statutory purpose is clearly economic: To compensate veterans for “the 
average impairments of earning capacity resulting from such injuries in civil occupations.” The 
intent may not have been to compensate for each individual’s actual loss of earnings, but the 
fundamental reason for the program was to provide economic assistance to servicemembers and 

                                                           
12 The Bureau referred to in the law is the Bureau of War Risk Insurance, a predecessor agency of today’s VA. 
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their families.13 At the time it was established, the program was clearly seen as a form of social 
insurance to protect veterans and their families from economic hardship (Douglas, 1918). A re-
cent study of veterans’ disability compensation legislation cites a number of indications of con-
gressional intent to provide economic security (Economic Systems, 2004b). 

Another view of the purpose of the disability compensation program is that it is in part an in-
demnification against enduring losses, such as blindness, amputation, or PTSD, and other per-
manent effects, such as pain, and it includes losses that do not seem likely to affect a veteran’s 
earning capacity or ability to work. Proponents of the latter opinion point out features of the pro-
gram, many mandated by Congress, that imply compensation for losses other than earning capac-
ity, such as disfigurement, loss of a limb or an organ, pain and suffering, social maladjustment, 
and diminished QOL. The same legislative history cited above for references to the economic 
intent of disability compensation also found instances of intent to compensate for loss of QOL 
(Economic Systems, 2004b). ). VA itself acknowledges a broader purpose in its 2006-2011 stra-
tegic plan. Strategic goal one is: “Restore the capability of veterans with disabilities to the great-
est extent possible, and improve the quality of their lives and that of their families.” Objective 
two under this goal is: “Provide timely and accurate decisions on disability compensation claims 
to improve the economic status and quality of life of service-disabled veterans” (VA, 2006:36).14 

In addition, using the degree of anatomic and functional loss of body structures and processes 
(i.e., impairment) as the basis for amount of compensation, rather than evaluating the veteran’s 
ability to function in daily life and earn a living (i.e., disability), makes the compensation in part 
an indemnification or recognition of permanent damage or loss. 

FINDINGS AND RECOMMENDATIONS 
The conceptualization of disability and disability rating has evolved since the Rating Sched-

ule was developed. For the most part, the statutory and regulatory provisions of the VA disability 
compensation program are based on impairments used as a proxy for work disability. There are, 
however, policies within the disability compensation system that do not strictly follow the view 
that the sole purpose of benefits is to compensate for work disability. The Rating Schedule seems 
intended to evaluate impairments as proxies for a diverse set of objectives (indemnification 
against limitations in the ADLs, work disability, and losses in QOL) without making clear the 
relationships among these constructs. 

This inconsistency in the VA system in part reflects the evolving concepts and approaches to 
assessing disability. Disability is now seen to be more than impairment of earning capacity. Over 
the years, VA and Congress have implicitly recognized the extent of impact that service-
connected injuries and diseases can have veterans by including conditions in the Rating Schedule 
that do have little if any effect on ability to work. These expansions of the conditions covered by 
the Rating Schedule have been ad hoc, however, and may not address the full range or extent of 
nonwork impacts of injuries and diseases suffered while in military service. 

A clear legislative statement of the purpose or purposes of the veterans’ disability compensa-
tion program would be tremendously helpful in evaluating and updating the Rating Schedule and 
the procedures for its application, including the appropriateness of the rating criteria, which tests 
and examinations should be used, and determination of the appropriate types and amounts of ex-
pertise needed for implementation, such as using medical rather than vocational experts. 
                                                           

13 Other sections of the act as amended in 1917 provided for allowances for families with a member serving in 
the military and for life insurance for servicemembers. 

14 Objective one is provision of specialized health care to maximize the functioning of disabled veterans. 



74 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

A conceptual model—the ICF—links impairment and limitations in ADLs to work disability 
as well as nonwork disability (e.g., pain and suffering, distress, and poor personal relationships). 
The ICF, and similar models such as Nagi’s and the IOM’s (Nagi, 1976; IOM, 1991,1997),15 re-
flect the way we think about disability today. These more modern conceptual models of disabil-
ity require broader thinking about impairments, functional limitations, and their relationship to 
disability (both work and nonwork). It calls for more complex assessments from disability de-
termination systems. It requires more data to make the determinations, and it also requires more 
empirical evidence about the relationships among the components of the model. Empirical evi-
dence measuring the relationships among impairment, functioning of the individual, work dis-
ability, and quality of life is key to a valid and fair system of disability determination. In the ab-
sence of empirical evidence, the relationships should be based on up-to-date expert opinion. 

The VA disability assessment process also provides a key opportunity to assess the rehabili-
tation needs of veterans with impairments, and then to ameliorate them and restore function, 
when possible. It also provides for an opportunity to prevent disability. A system of services for 
veterans transitioning to civilian life, including health, vocational rehabilitation, employment, 
and education services, calls for multidimensional qualitative and quantitative measures to assess 
disability. 

 
Recommendation 3-1. The purpose of the current veterans’ disability compensation 
program as stated in statute currently is to compensate for average impairment in 
earning capacity, that is, work disability. This is an unduly restrictive rationale for 
the program and is inconsistent with current models of disability. The veterans’ dis-
ability compensation program should compensate for three consequences of service-
connected injuries and diseases: work disability, loss of ability to engage in usual life 
activities other than work, and loss in quality of life. (Specific recommendations on 
approaches to evaluating each consequence of service-connected injuries and dis-
eases are in Chapter 4.) 
 
The committee is aware that adopting Recommendation 3-1 would be difficult and costly. 

Legislative endorsement would be very helpful, if not required, to ensure its adoption and im-
plementation. If the recommendation is adopted, the Rating Schedule and the procedures needed 
to implement it will need to be revised to reflect the expanded purposes for disability benefits 
endorsed by the committee. This can be done in phases, after appropriate research and analysis 
and pilot projects to study the feasibility of changes. This issue is addressed in Chapters 4 and 5. 

Expanding the bases for veterans’ disability compensation also has cost implications. There 
will be start-up costs incurred in developing the instruments for evaluating degree of functional 
limitation and loss of QOL, transitional costs, probably higher administrative costs, and possibly 
greater compensation costs (if the current Rating Schedule does not adequately compensate for 
loss of function and QOL). Although the committee was not asked to consider costs in recom-
mending improvements in medical evaluation of veterans for disability benefits, the issue is ad-
dressed at the end of Chapter 4. 

In addition, if disability compensation is considered in the larger context of veterans’ bene-
fits, in conjunction with today’s views on the rights of individuals with disabilities to live as full 
a life as possible, it is possible to justify a more comprehensive evaluation of a veteran’s needs—

                                                           
15 An appendix to the 1991 IOM report contains perhaps the most complete explication of Nagi’s conceptual 

framework. 
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medical, educational, vocational, and compensation. Currently, the assessment process is piece-
meal and fragmented. Either the veteran must receive a rating to access related services, such as 
health care and vocational rehabilitation and employment services, or the other service is sepa-
rate, such as with education. This issue is addressed in Chapter 6. 
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The Rating Schedule 
 
 
 
 
 
 
 
 
 
 
 
This chapter reviews the Veterans Administration’s (VA’s) Schedule for Rating Disabilities 

(Rating Schedule) and makes recommendations for improving its effectiveness as the basis for 
compensating for service-connected disabilities. It is judged specifically for its ability to com-
pensate for impairments in earning capacity and impacts on quality of life, as well as disability 
more generally. The processes for applying the Rating Schedule are addressed in Chapter 5. This 
chapter describes how the Rating Schedule came about and its substantive medical content, as 
well as how it is managed organizationally, including how revisions are made to it. The commit-
tee also reviews the currency of medical knowledge represented in the Rating Schedule and 
makes recommendations for improving the medical basis of the Rating Schedule and keeping it 
up to date. 

The first part of this chapter describes the long and complex history and development of the 
Rating Schedule into the current century. It should be noted that, although the practice of provid-
ing pensions for veterans with disabilities began in the English colonies in North America, the 
first national pension law in the United States was adopted by the Continental Congress on Au-
gust 26, 1776. A number of amendments, consolidations, and veterans acts followed, leading up 
to the current Rating Schedule used in the determination of eligibility for disability compensa-
tion. 

The second part of this chapter delves into a detailed description of the Rating Schedule as it 
currently exists and discusses the numerous aspects of its maintenance and updating to serve the 
expanded purposes of veterans’ disability compensation recommended in Chapter 3. 

HISTORY 

There has never been any question but that it is the Government’s duty and responsibility 
to provide, and to provide generously, for those who, while or as a result of serving their 
country in time of war, suffered disease or injury which resulted in their being unable to 
support themselves—in other words, those with service-connected disability. It has been 
accepted that the Government should compensate them in accordance with their disabil-
ity. … Criticism of Government’s actions in this area of veterans’ benefits has been as 
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much that the compensation paid these beneficiaries has been too small as that it has been 
too large (President’s Commission, 1956b:65). 
 
The English set a precedent for providing benefits to men disabled in the military service 

(President’s Commission, 1956:5). Another precedent was set in 1636, when the Plymouth Col-
ony enacted the first law in the English colonies in North America, which provided money to 
veterans who acquired disabilities as a result of battles with Pequot Indians (VA, 2007a, 2007b). 
Other colonies followed this example. The Continental Congress passed the new country’s first 
pension law in 1776 to encourage enlistments and curtail desertions (VA, 2007a). Compensation 
for service-connected disability at “half pay for life or during disability” was provided “to every 
officer, soldier, or sailor losing a limb in any engagement or being so disabled in the service of 
the United States as to render him incapable of earning a livelihood,” and those partially disabled 
from getting a livelihood were promised proportionate relief (President’s Commission, 1956b:5). 
Because the Continental Congress lacked the authority or the money to make the pension pay-
ment, it was left to the individual states to make the payments. At most, only 3,000 Revolution-
ary War veterans drew any pension because the obligation was met differently by the individual 
states (VA, 2007a). The impact of the Revolutionary War was important because awarding the 
pensions to these veterans set a precedent for later wars. Another key development was the rec-
ognition of the political importance of the veterans, although no formal organization among vet-
erans for political purposes would come about until later. The most important development “was 
the establishment of the idea that the Government owed it to the veterans to protect them against 
indigency in their old age and also owed a debt of gratitude to all veterans which should be paid 
in the form of pensions” (President’s Commission, 1956b:9).  

Basic benefits for veterans remained unchanged for 35 years following the end of the Revo-
lutionary War (President’s Commission, 1956b:7). The U.S. Constitution was ratified and the 
first federal pension legislation was passed in1789. The payment of benefits to veterans was as-
sumed by the first Congress, and the Continental Congress pension law was continued. In 1802, 
the Secretary of War requested the U.S. Attorney General to interpret military pension law: 

 
… the connexion [sic] between the inflicting agent and consequent disability need not 
always be so direct and instantaneous. It will be enough if it be derivative, and the dis-
ability be plainly, though remotely, the incident and the result of the military profes-
sion…such are the changes and uncertainties of the military life…that the seeds of dis-
ease, which finally prostrate the constitution, may have been hidden as they were sown, 
and thus be in danger of not being recognized as first causes of disability in a meritorious 
claim.1 
 
By 1808, the Bureau of Pensions under the Secretary of War administered all veterans pro-

grams. In 1811, the federal government authorized the first domiciliary and medical facility for 
veterans (VA, 2007a, 2007b). The War of 1812 and the Mexican War, which intervened between 
the Revolutionary and the Civil Wars, did not reflect significant developments regarding the na-
ture or scope of veterans benefits; compensation for service-connected disability was provided 
for veterans of these wars at their onset (President’s Commission, 1956b:10).Veterans and de-
pendents of the War of 1812 were included through subsequent laws, and benefits to dependents 
and survivors were extended as well. By 1816, there were 2,200 pensioners, and in that year 

                                                           
1 Opinion of Richard Rush (U.S. Attorney General), April 15, 1815. See 1 Op. Att’y Gen. 181 (1815). 
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Congress raised allowances for all veterans with disabilities and granted half-pay pensions for 
five years (and later for a longer time period) to widows and orphans of soldiers of the War of 
1812 to acknowledge the growing cost of living and a Treasury surplus (VA, 2007a, 2007b).2  

As a result of the surplus, President Monroe suggested in December 1817 that provision be 
made for the surviving Revolutionary War veteran; he anticipated that the cost would be minimal 
because there were so few of them remaining. Impassioned arguments urging this expression of 
gratitude of the country for these veterans prevailed although there was a lack of unanimity ex-
pressed by a minority in both houses of Congress as to the proper approach that should be taken 
to compensating them. For example, Senator William Smith, South Carolina, condemned the 
measure because he felt it was based on good feelings and sentiment, which he did not believe to 
be appropriate guides to a legislator. He pointed out that veterans of the War of 1812 would be 
the next to have as good a claim to such pensions, and predicted that this measure’s precedent 
would be regretted later (President’s Commission, 1956b:7-8).3  

The Revolutionary War Pension Act of 1818 (3 Stat. L., 410) transferred administration of 
pensions to the Secretary of War (under the War Department), replacing the service pension pro-
grams run by a few states. Veterans who had served at least nine months in the Continental Army 
and who were also “in reduced circumstances” received lifetime pensions at half-pay of the rank 
held during the Revolutionary War. It was anticipated that the program would be “brief” and “in-
expensive,” an expression of gratitude and an act of charity for the benefit of indigent veterans 
who would otherwise be put in the humiliating position of having to search for evidence or pro-
duce surgeons’ certificates. According to this legislation, every person who had served in the war 
and was in need of assistance would receive a fixed pension for life, at a rate of $20 a month for 
officers and $8 a month for enlisted men. Prior to this time, pensions were granted only to veter-
ans with disabilities (VA, 2007a). There was an immediate rush of applications and efforts to 
prove need where none existed, perhaps indicating a sense of entitlement regardless of need 
(President’s Commission, 1956b:8). From 1816 to 1820, the number of pensioners increased 
from 2,200 to 17,730 and the cost of pensions rose from $120,000 to $1.4 million (VA, 2007a).  

The act was amended in 1820 because the original program was found to be “long, costly, 
and divisive.” The program was converted to a hybrid of pension and poor-law provisions, and 
all recipients were suspended from the rolls pending proof of poverty. Claimants ages 65 and 
older were allowed the maximum rate only for senility.  

There were about 80,000 war veterans at the time of the 1861 Civil War. By the end of the 
war in 1865, 1.9 million Union forces veterans were added to the rolls.4 Disability payments 
based on rank and degree of disability were provided by the General Pension Act of 1862 (12 
Stat. L., 566) (the General Law), and it “applied to the Civil War and to any or all future wars in 
which the United Sates might be engaged (President’s Commission, 1956b:13).” Some changes 
in detail were made, and more liberal benefit provisions for widows, children, and dependent 
relatives came about, but it continued the same provisions and philosophy: 

 
The claimant must show that his disability was the result of his military service, or, if it 
did not arise until after his separation from service, he must show that it arose from 

                                                           
2 The compensation for a private was raised from $5 to $8 a month, and for officers of the lower ranks by $2 or 

$3 a month (3 Stat. L., 296). In 1816, 1,757 disabled officers and men of the Revolutionary War were receiving 
compensation (The President’s Commission on Veterans’ Pensions, 1956a:7). 

3 For debates on the measure, see Annals of Congress, 1st sess., 15th Cong., 1, pp. 130-159. 
4 Congress pardoned Confederate service members and extended benefits for the first time in 1958, to the single 

remaining Confederate survivor. 
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causes which could be directly traced to injuries received or diseases contracted while in 
the military service (President’s Commission, 1956b:14). 

 
With this act, included for the first time, was compensation for diseases (e.g., tuberculosis) in-
curred while in service (VA, 2007a). 

The rise in importance of veterans groups developed during the Civil War:  
 
The Civil War was fought under conditions well calculated to impress upon veterans their 
political power and importance as a group. During the war there was continuous jockey-
ing for political power. Each time an important election was held large numbers of sol-
diers were furloughed to come home and vote. Particularly was this true in the election of 1864. 
The importance place upon the soldier vote in this election was impressed upon the Army 
and helped lay the groundwork for the later emergency of the Grand Army of the Repub-
lic as a potent political force. Since the Republicans were in power, their party became 
the one which made efforts to save the Union by defeating the rebels; the Democrats, be-
cause they were the opposition part, became largely identified with the Copperheads. 
Service in the Armed Forces also became extremely important politically for candidates 
for national office for many years after the war (President’s Commission, 1956b:11). 

 
After the Civil War, veterans groups (e.g., the Grand Army of the Republic representing Union 
Veterans of the Civil War) organized to seek increased benefits (VA, 2007a): 
 

… the post-Civil War period was the first one when veterans had been organized for the 
purpose of exerting political pressure in favor of higher benefits for veterans … The Civil 
War group was the forerunner of a whole series of veterans’ organizations which have 
been formed along similar lines for the purpose of representing veterans with an organ-
ized voice (President’s Commission, 1956b:12). 
  
In 1866, to address the needs of the large number of veterans with disabilities, Congress au-

thorized the National Asylum for Disabled Volunteer Soldiers, which in 1873 was called the Na-
tional Home for Disabled Volunteer Soldiers. The 1873 Consolidation Act revised pension legis-
lation, basing payment on the degree of disability rather than on service rank (VA, 2007a). The 
act came about because the laws had become so complex and conflicting, leading to the need for 
codification (President’s Commission, 1956b:21). 

The Arrears Act was passed in 1879, and it applied to claims filed prior to 1880. Its expense 
was unanticipated, and it generated an influx of applications. It was precipitated by the 1873 
consolidation; payment of arrears of compensation to veterans or dependents of veterans who 
had not applied for compensation until after the five years specified by the law had elapsed was 
at issue: 

 
For the individual who had applied within 5 years, the compensation commenced at the 
death or discharge of the person on whose account the compensation was granted; for 
anyone who did not apply within 5 years, the compensation commenced with the filing of 
the last evidence necessary to complete the claim. It was contended that this discrimi-
nated unfairly against the person who tried to get along without compensation and on that 
account delayed the filing of his application (President’s Commission, 1956b:21). 
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Until 1890, Civil War pensions were granted only to servicemen discharged because of ill-

ness or disability as a result of military service. However, that year the scope of eligibility was 
substantially broadened, and pensions were provided to veterans incapable of manual labor. By 
1893, the number of veterans receiving pensions increased from 489,000 to 996,000, while the 
expenditures for the program doubled. There were no new pension laws after the Spanish-
American War (1898)5 or after the Philippine Insurrection (1899 to 1901) (VA, 2007a). 

With the passage of the Sherwood Act of 1912, all veterans were awarded pensions, whereas 
in the nineteenth century, recipients had been limited by a similar law to veterans of the Revolu-
tionary War. Under the Sherwood Act, veterans from the Mexican War and Union veterans of 
the Civil War could receive pensions automatically at age 62 even if they were not sick or dis-
abled. The record shows that of the 429,354 Civil War veterans on pension rolls in 1914, 52,572 
qualified on the basis of disability (VA, 2007a). 

Military factors clearly led to developments in pension policies prior to World War I; how-
ever, the poor medical care and service received by soldiers in all wars prior to World War I may 
have been a more significant factor: 

 
Disease became a part of the disability picture, killing more men and probably disabling 
more men than did the bullets of the enemy. These disabilities due to disease, however, 
were very difficult to establish service connection for, and brought about much of the 
demand for pensions, particularly following the Civil War and the Spanish-American 
War. Confused and incomplete records of all kinds gave rise to much difficulty in estab-
lishing the facts of service and the facts of medical records on the basis of which to estab-
lish service connection of disabilities. 
 
During this entire period there were no general social welfare programs of any kind in ex-
istence for either the entire population or for special groups within the general population. 
The ruling thought pattern seems to have been that the individual should be responsible 
for providing for his own welfare without aid from the Government or from any other or-
ganization. Aid given to individual was provided by private charity. There was no protec-
tion against such hazards as losing one’s job because of disability, because of old age, or 
for any other reason. Veterans’ pensions, especially those for Civil War Veterans, pro-
vided a comprehensive plan of security for eligible veterans against the hazards resulting 
in loss of income or in death (President’s Commission, 1956b:24). 

 
Prior to World War I, the War Risk Insurance Act of 1914 (40 Stat., 398-411) was passed to 

insure American ships and their cargoes. In 1917, after the war began, benefits legislation re-
flected readjustment and rehabilitation. It is estimated that 4.7 million Americans fought in this 
war, which left 116,000 dead and 204,000 wounded. The War Risk Insurance Act Amendments 
of 1917 were enacted to provide insurance against loss of life, personal injury, or capture by the 
enemy of personnel on board American merchant ships (VA, 2007b). Government-subsidized 
life insurance for veterans with an option for dependent death or disability coverage was pro-
vided. Under the act, a dependents’ pension in case of death or disability was approved, as well 
as a $60 discharge allowance at war’s end in recognition of service rendered. 

                                                           
5 The military conditions were significant, however, in that pension demands increased. 
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Other provisions included the authority to establish courses for rehabilitation and vocational 
training for veterans with dismemberment, sight, hearing, and other permanent disabilities, with 
eligibility established retroactively to April 6, 1917, when the United States entered World War 
I. Veterans injured in service were retrained for new jobs. 

An average earnings impairment disability rating schedule was introduced and, for the first 
time, service-connected “aggravation” of preexisting conditions applied (Gosoroski, 1997). Sec-
tion 302 of the War Risk Insurance Act of October 6, 1917, provided the following: 

 
A schedule of ratings of reductions in earning capacity from specific injuries or combina-
tions of injuries of a permanent nature shall be adopted and applied by the bureau. Rat-
ings may be as high as one hundred per centum. The ratings shall be based, as far as prac-
ticable, upon the average impairments of earning capacity resulting from such injuries in 
civil occupations and not upon the impairment in earning capacity in each individual 
case, so that there shall be no reduction in the rate of compensation for individual success 
in overcoming the handicap of permanent injury. The bureau shall from time to time re-
adjust this schedule of ratings in accordance with actual experience (cited by Paul Ising, 
retired VA executive, in a written communication provided to the committee). 
 
The Act of June 25, 1918, further amended the War Risk Insurance Act of 1914 (Ch. 104, 

part 10, 40 Stat. 609, 611). It stated that in determining disability entitlement individuals having 
active service in the military “shall be held and taken to have been in sound condition when ex-
amined, accepted, and enrolled in service.” 

The Vocational Rehabilitation Act of 1918 authorized the establishment of the Federal Board 
for Vocational Education, an independent agency. Any honorably discharged veteran of World 
War I was made eligible for vocational rehabilitation training; those unable to undertake gainful 
occupation were also eligible for a special maintenance allowance (VA, 2007b). 

In 1921, during the administration of President Harding, a committee investigating the ad-
ministration of the laws pertaining to veterans recommended that 

 
… there should be created a Veterans’ Service Administration, an independent agency to 
which should be transferred the Bureau of War Risk Insurance, the Rehabilitation Divi-
sion of the Federal Board for Vocational Education, and such part of the Public Health 
Service as was necessary in dealing with the beneficiaries of the Bureau of War Risk In-
surance and the Rehabilitation Division (Secretary of the Treasury, 1921).  

 
Further, the committee recommended that the Secretary of the Treasury be empowered to con-
solidate veterans’ benefits under the Bureau of War Risk Insurance except for hospital and medi-
cal care. These recommendations led to the passage of P.L. No. 47 (67th Cong.) in 1921, under 
which the administration of all laws pertaining to World War I veterans was concentrated (Presi-
dent’s Commission, 1956b:30).The Veterans Bureau was established and the first codified 
Schedule for Rating Disabilities was drafted that same year. In debate on July 20, 1921, Senator 
Walsh argued: 

 
It is very apparent to me that this wave of tuberculosis and nervous and mental disease 
that has taken such a deadly hold and grip of late upon our ex-service men must have 
been contracted in the service. I feel, therefore, that we ought not continue this require-
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ment of endless affidavits, necessarily involving long delay, in demonstrating the fact that 
their illness is of service origin. The delays resulting from this affidavit requirement have 
often resulted in men dying before they ever got their compensation. 
 
The 1921 Rating Schedule amended the presumption of soundness to exclude defects, disor-

ders, or infirmities recorded at the inception of active service. It also provided for presumption of 
service connection for tuberculosis and neuropsychiatric conditions,6 and for creation of local 
rating boards around the country instead of a single rating board in Washington, D.C. (VBA, 
2007). 

The World War Veterans’ Act of 1924 required a new Rating Schedule, which was created 
and placed into operation January 1, 1926. Known as the 1925 Rating Schedule, it had evaluation 
percentages in increments of one percent. On the positive side, unlike the 1945 Rating Schedule 
presently in effect, it did not require an increase of 10 percent for each upward adjustment. On 
the negative side, the scale required arbitrary discrimination to determine the difference between 
one or two percentage points. This schedule provided a disability rating based on assumptions 
about the skills and functions needed for specific occupations. For example, a veteran with a dis-
ability resulting from an ocular disorder would receive a higher disability evaluation if the indi-
vidual worked as an accountant as opposed to a laborer with the same disability. Put differently, 
good eyesight was considered to be more important to a veteran who worked with written mate-
rials and numbers than to a veteran who performed manual tasks. This kind of determination 
provided the original rationale for including an occupational specialist on the rating board. 

This act consolidated, codified, and liberalized the regulations and made significant changes 
in benefits; however, it was not definitive. It extended the presumption of service connection for 
tuberculosis and neuropsychiatric diseases to January 1, 1925, and added paralysis agitans, en-
cephalitis lethargica, and amoebic dysentery to the presumptive list, which if they appeared be-
fore January 1, 1925, were presumed to be service connected (President’s Commission, 
1956b:33). 

The next major liberalization occurred in 1926, with the establishment of a statutory tubercu-
losis award of not less than $50 a month for any ex-service person shown to have had a tubercu-
lous disease of a compensable degree who had reached complete arrest of the disease; 43,719 
veterans were receiving this benefit by June 30, 1932 (President’s Commission, 1956b:33). In 
1930, P.L. No. 522 (71st Cong.) was passed to grant aid in the form of a pension to needy, dis-
abled World War I veterans with other than service-connected disabilities, with payments rang-
ing from $12 to $40 a month depending on the degree of disability; within a little over two years, 
440,954 veterans were receiving pensions. This law was passed when the United States was go-
ing into the Depression and no Treasury surplus was available to pay for it (President’s Commis-
sion, 1956b:33-34). 

The Economy Act of March 30, 1933 (P.L. No. 2, 73rd Cong.), which eliminated payments 
to all veterans without service-connected disabilities except those who were totally disabled and 
could meet an income test (President’s Commission, 1956b:39), authorized the next version of 
the Rating Schedule. The 1933 Rating Schedule eliminated evaluations in increments of one per-
cent and substituted multiples of 10 percent. It also eliminated the difference between temporary 
and permanent evaluations.7 Additionally, it provided for the bilateral anatomical loss (e.g., two 
                                                           

6 These are the first presumptions and were made on a floor amendment to a bill for the then Bureau of Pen-
sions, the precursor organization to the Veterans Administration. 

7 Legislation in 1919 established temporary and permanent disability compensation rates, payable based on the 
degree of reduction in earning capacity resulting from the disability (Economic Systems Inc., 2004a). 
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eyes, two feet, two hands, or any combination thereof) factor as it is used today. Further, the 
1933 Rating Schedule eliminated the occupational variance and substituted the concept of aver-
age impairment in civilian occupational earnings capacity resulting from certain diseases and in-
juries. Historically, the War Risk Insurance Act of 1917 had called for implementing a Rating 
Schedule to be based on “the average impairment in earning capacity” caused by a disability. Av-
erage impairment was to be based on average loss of earnings for all occupations performing 
manual labor. Legislation in 1924 provided that the Rating Schedule should still be based on the 
concept of average impairment with the recognition of the effects of the disability on the pre-
service occupation of the veteran. However, this 1933 legislation led to reverting back to “aver-
age impairment of earnings capacity” (Economic Systems Inc., 2004b). 

The advent of the Economy Act brought Executive orders into the system of veterans’ bene-
fits: 

 
The Economy Act of 1933 cancelled all previously established benefits for veterans of 
wars since 1898 and substituted instead a system of veterans’ benefits established by Ex-
ecutive order. The new system drastically curtailed all benefits, reduced pension pay-
ments to those with total disability, sharply reduced the payments going to those with 
service-connected disabilities, removed many cases for the rolls altogether, and cut down 
sharply on the benefits. Some liberalizations were made in the Executive orders during 
the following 2-year period, and by the end of 2 years, former laws, with the exception of 
that one granting disability pensions to veterans with non-service-connected disabilities, 
were substantially reenacted. Pensions continued to be limited to those suffering from to-
tal disability (President’s Commission, 1956b:45). 
 
The 1945 Rating Schedule became effective April 1, 1946, and formed the basis for the cur-

rent schedule. This schedule raised the percentages of disability for some impairments and low-
ered for others. It also provided for a review of all ratings under the 1925 and 1933 Rating 
Schedules. Under the 1945 Rating Schedule, a higher evaluation was assigned when possible, but 
“protection” of a higher rating under the prior Rating Schedule was not provided. (Protection in 
this context means that a disability rating would not be reduced solely on the basis of the applica-
tion of the new Rating Schedule. However, a rating could be reduced if medical evidence estab-
lishes that the disability being evaluated has actually improved.) In the 1925 and 1933 Rating 
Schedules, if the application of the new schedule resulted in a reduction in the rating, the disabil-
ity rating under the prior Rating Schedule was retained in a protected status. Thus, the assigned 
rating could only increase. Under the 1945 Rating Schedule, however, the assigned rating could 
decrease. 

According to a July 1954 General Accounting Office (GAO) report: 
 
The disability ratings provided in the rating schedules are not based on an actual determi-
nation of the effect of the various disabilities on the average earning capacity of individu-
als in civil occupations. The Chairman of the VA Rating Schedule Board, in a statement 
dated January 21, 1952, regarding various aspects of the disability rating problems … in-
dicated that the 1945 schedule is an outgrowth of other rating schedules which had been 
in use at various times from 1921 to April 1, 1946. He stated that the disability ratings 
provided in the 1921 schedule were not calculated on statistical or economic data regard-
ing the average reduction in earning capacities from any disability because such data 
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were not available, and that they undoubtedly represented the opinions of the physicians 
who had developed the schedules as to the effect of the various disabilities upon the earn-
ing capacity of the average man. He also stated that the disability percentage ratings pro-
vided in the 1945 schedule are based on very little calculations but that they represent the 
consensus of informed opinion of experienced rating personnel, for the most part physi-
cians, and reflect many compromises of their views (as cited in President’s Commission, 
1956a:33). 
 

Currently, VA uses the 1945 Rating Schedule and its medical criteria with some revisions to 
evaluate veterans for disability compensation. 

THE CURRENT RATING SCHEDULE 

Body Systems and Rating Disability  
The current Rating Schedule assigns a percentage of disability, called a rating, based mostly 

on the severity of the veteran’s medical impairment or diagnosis. The underlying assumption of 
this system of rating is that degree of disability is the equivalent or reasonably similar to percent-
age of impairment. The differences between impairment and disability, and the need to broaden 
the rating system to take account of dimensions of disability beyond impairment, were discussed 
in Chapter 3. 

As discussed in Chapter 3, although the purpose of the current Rating Schedule is to deter-
mine the extent to which impairment reduces earning capacity (work disability), the operational 
basis for these ratings is an evaluation of the severity of impairments resulting from the service-
connected injury or disease. Impairments or diagnoses in 14 body systems are delineated, as fol-
lows: 

 
1. musculoskeletal 
2. organs of special sense (vision and hearing) 
3. infectious diseases, immune disorders, and nutritional deficiencies 
4. respiratory 
5. cardiovascular 
6. digestive 
7. genitourinary 
8. gynecological conditions and disorders of the breast 
9. hemic and lymphatic 
10. skin 
11. endocrine 
12. neurological conditions and convulsive disorders 
13. mental disorders 
14. dental and oral conditions 
 
The assigned percentages are in increments of 10 in a scale of 0 to 100. (Many service-

connected conditions have relatively minor consequences and are rated zero.) When the disabil-
ity is judged to be service connected and a compensable evaluation (at least 10 percent) is as-
signed, the veteran is entitled to receive monthly monetary benefits. Currently, the benefits range 
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from $115 a month for a 10 percent rating to $2,471 a month for 100 percent or total disability 
rating for a single veteran. (Depending on the rating level, a veteran may be eligible for addi-
tional benefits, which are discussed in Chapter 6.) 

The Rating Schedule contains about 700 diagnostic codes. If the veteran has a condition that 
is not listed in the Rating Schedule, the rater uses an analogous condition listed in the Rating 
Schedule to evaluate it. 

The medical evidence must support both the diagnosis and the percentage assigned for the 
condition. Following the spirit of the law as reflected in the grateful nation principle, when the 
rater assigns a disability rating higher than one evaluation, but not sufficiently high to qualify for 
the next higher evaluation, the higher evaluation must be assigned as a matter of policy, backed 
by regulation. 

The Rating Schedule also includes regulations and provides guidance pertaining to such top-
ics as the  

 
• essentials of evaluative rating (assigning evaluation percentages), 
• interpretation of examination reports, 
• resolution of reasonable doubt, 
• evaluation of evidence, 
• analogous ratings, 
• attitude of rating officers, 
• use of diagnostic code numbers, and 
• assignment of a zero-percent rating. 
 

Status of Rating Schedule Updates 

The rating schedule was originated and designed hopefully on a scientific basis; and was 
to be revised and readjusted in accordance with actual experience. This “experience” 
has materialized, and the schedule of ratings has undergone several revisions, but the 
question or questions still remain—Whose actual experience? What kind of actual ex-
perience? When should this actual experience dictate a revision? Who was to designate 
the time of revisions, after actual experience dictated? Or, does actual experience dictate 
any revision of the veterans schedule for rating disabilities?…What are the criticisms of 
the current schedule? Is it outmoded? Is it in accord with the accepted medical principles 
and standard nomenclature? Are the ratings for the various disabilities equitable (Presi-
dent’s Commission, 1956c:155)? 
 
The Rating Schedule has been updated unevenly over the years since this 1956 observation 

made by the Bradley Commission, which was published 11 years after the last revision had been 
made and after the addition of 9 amendments by extensions. At that time, medical specialists 
were asked to review the Rating Schedule and respond to the following questions: 

 
• (K) Are the disability ratings in accord with present-day accepted medical principles? 
• (L) Is the disease nomenclature in accord with present-day medical standards? 
• (M) Do the medical criteria reflect accurately the residuals of the injury or disease for 

different percentage ratings? 
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• (N) Is it medically feasible to assign graduations (sic) within an accuracy of 10 per-
cent, when determining the percentage of bodily and mental impairment? If not, what 
scale of graduations do you regard as feasible? 

• (O) In your opinion, do the ratings fairly represent the average impairment of earning 
capacity resulting from the various degrees of severity of physical impairment? 

• (P) Do the disabilities at 10 percent and 20 percent constitute a material impairment 
of earning capacity? 

• (Q) Do you know of any medical data which can be used to set percentage ratings to 
represent the average impairment in earning capacity resulting from various diseases 
or injuries and their residual conditions for civil occupations (President’s Commis-
sion, 1956c:156)? 

 
Concerns expressed in response to the above questions, which are useful to the reader and il-

lustrative of some of the same issues discussed in this report regarding the current Rating Sched-
ule, are summarized in the Bradley Commission report:  

 
• (K—accepted medical principles) “…a considerable number of respondents, who 

were of the majority [favorable] opinion, agreed with the minority that numerous dis-
ability ratings and items in the schedule need revision in the light of changes in mod-
ern treatment, both surgical and medical, as disability ratings are changed when re-
siduals of injuries and diseases are improved by operations, prostheses, and other 
mechanical aids, and particularly in the light of the new dug and surgical treatment of 
pulmonary tuberculosis. A large number of disability ratings do not properly take into 
account recent advances in medical rehabilitation, improved prostheses, reconstruc-
tive orthopedic surgery, and improved plastic surgery procedures (p. 161).” 

• (L—nomenclature) “…some of the majority took exception to the outmoded termi-
nology in the psychiatric section of the schedule. This viewpoint was taken by all of 
the respondents practicing psychiatry. Standard nomenclature of diseases should be 
required for the physical disability processing and evaluation of the serviceman while 
in the service and after he becomes a veteran beneficiary. There is confusion of dis-
ease nomenclature between the agencies which have to use the schedule for rating 
disabilities in their physical disability processing and evaluation (p. 165).” 

• (M—residuals of the injury or disease) “…it appears that the majority opinions are 
that medical criteria accurately reflect the residuals of the injury or disease…with ex-
ceptions…The minority opinion maintained…that the criteria did not…the majority 
and minority did agree that a revision of the criteria was required and that the medical 
criteria should be modernized and more clearly correlated to percentages, disability, 
and average impairment in earning capacity. The criteria for tuberculosis were singled 
out, as an example, as requiring revision (p. 171).” 

• (N—medical basis and percentages) “Although there was a slight majority of the re-
spondents who believed that it is not medically feasible to assign gradations within an 
accuracy of 10 percent when determining the percentage of bodily and mental im-
pairment, this majority were divided in their recommendations as to what scale of 
gradations they regarded as feasible. Still, a sizable minority were definite and clear 
in their opinion, that it is medically feasible…Both the majority and the minority rec-
ognized the fact that any scale adopted was an arbitrary scale. It is not medically fea-



90 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

sible…in any patient with tuberculosis—according to the 8 medical respondents prac-
ticing this medical specialty. One tuberculosis specialist suggested the scale of ‘slight, 
moderate, severe, and total disability’ (p. 176).”  

• (O—average impairment in earning capacity) “Some respondents believe, and others 
do not, that the ratings do or do not represent the average impairment of earning ca-
pacity resulting from the various degrees of severity of physical impairment. Lower 
ratings do not fairly represent the average impairment in earning capac-
ity…particularly those ratings below 30 percent (p. 180).” 

• (P—disabilities rated at 10 percent and 20 percent) “Most of the medical specialists 
who responded to the question, two-thirds, said that the disabilities rated 10 and 20 
percent did not constitute a material impairment of earning capacity (p. 184).” 

• (Q—known medical data) “Two-thirds of the respondents commented that they did 
not know of any medical data which could be used to set percentage ratings to repre-
sent the average impairment in earning capacity resulting from various disease or in-
juries and their residual conditions for civil occupations…f the group of respondents 
who state they knew of medical data…some made reference to certain medical publi-
cations; some made references to commercial insurance companies; State industrial 
commissions; and other State compensation commissions; other respondents in this 
group referred to miscellaneous sources (p. 189).” 

 
The most recent revisions for body systems or sections within body systems went into effect 

between 1994 and 2002. In addition, one revision has been pending since 1999, one is under re-
view, and two were withdrawn in 2004 (see Tables 4-1 and 4-2). Although the codes within a 
single body system classification may appear to have been revised as a whole by the issuance of 
an overarching Federal Register item, some of the contents of the sections (e.g., descriptive ma-
terial, guidance) or specific diagnostic codes have been updated at different times over the years, 
while others have not been revised since the 1940s or 1950s (e.g., musculoskeletal body system). 
(See Appendix Table 4-1 for more detailed information about the changes that have occurred, 
including those in the descriptive text that accompany the diagnostic codes, which revise the cri-
teria for assigning rating levels.) The orthopedic components of the musculoskeletal system and 
the neurological system have undergone the fewest revisions (see Table 4-1). This is yet another 
obstacle to providing a valid disability rating for veterans. 

Updating Process 

In 2002, the General Accounting Office (GAO, now known as the Government Accountabil-
ity Office) pointed out that the procedures for revising the Rating Schedule contributed to the 
obsolete medical knowledge found in significant portions of the schedule. Currently, all pro-
posed changes must be reviewed by VA’s legal counsel, the Veterans Health Administration 
(VHA), VA Office of Congressional and Legislative Affairs, VA Office of Inspector General, 
and the Office of Management and Budget. Further, the number of staff assigned to coordinate 
the updates and train the raters is not sufficient for the complex task: one staff person is assigned 
less than half-time to coordinate such efforts. GAO found that “VA does not have a well-defined 
plan to conduct the next round of medical updates” (GAO, 2002). 
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TABLE 4-1 Revisions of Diagnostic Codes, by Body System, Since 1945 

Body System 

Number 
of Cur-

rent 
Codesa 

Number and 
Percent of 
Codes Not 

Revised 
Since 1945b 

Number and 
Percent of 
Codes Re-
vised, 1945 

through 1989 

Number and 
Percent of 
Codes Re-
vised Since 

1990 
Musculoskeletal: Orthopedic 162 105 (64.8%) 54 (33.3%) 3 (1.9%)
Musculoskeletal: Muscle injuries 29 0 (0.0%) 0 (0.0%) 29 (100%)
Organs of Special Sense: Vision 60 29 (48.3%) 31 (51.7%) 0 (0.0%)
Organs of Special Sense: Hearing 26 1 (3.8%) 1 (3.8%) 24 (92.3%) 
 
Infectious Diseases, Immune  
Disorders, and Nutritional Defi-
ciencies 22 0 (0.0%) 0 (0.0%) 22 (100.0%)

Respiratory 82 0 (0.0%) 9 (11.0%) 73 (89.0%)
Cardiovascular 36 0 (0.0%) 0 (0.0%) 36 (100.0%)
Digestive 52 20 (38.5%) 24 (46.2%) 8 (15.4%)
Genitourinary 42 12 (28.6%) 3 (7.1%) 27 (64.3%)
 
Gynecological Conditions and  
     Disorders of the Breast 19 0 (0.0%) 0 (0.0%) 19 (100.0%)
Hemic and Lymphatic 16 0 (0.0%) 0 (0.0%) 16 (100.0%)
Skin 31 1 (3.2%) 0 (0.0%) 30 (96.8%)
Endocrine 19 0 (0.0%) 0 (0.0%) 19 (100.0%)
 
Neurological Conditions and  
   Convulsive Disorders 119 105 (88.2%) 13 (10.9%)  1 (0.8%)
Mental Disorders 67 0 (0.0%) 8 (11.9%) 59 (88.1%)
Dental and Oral 16  8 (50.0%) 1 (6.3%) 7 (43.8%) 
Total 798 281 (35.2%) 144 (18.0%) 373 (46.7%)
a This table does not include the number of diagnostic codes that have been dropped, or added and subse-
quently dropped, since 1945, although this number would provide additional information on how much 
each body system has been revised since the Schedule for Rating Disabilities was issued in 1945. It also 
does not include analogous codes, although substantial increase in use of an analogous code in a body 
system might indicate a new code is needed. 
b In other words, these codes were in the original 1945 Schedule for Rating Disabilities. 
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TABLE 4-2 Dates of Rating Schedule Changes in the 14 Body Systems 

Body System Proposed Final 
Effective 

Date 

Genitourinary 12/02/9l 01/18/94 2/17/94 

Dental and Oral Conditions 0l/19/93 0l/18/94 02/17/94 
 
Gynecological Conditions and Disorders of the  
   Breast 03/26/92 04/21/95 05/22/95 

Hemic and Lymphatic 04/30/93 09/22/95 10/23/95 

Endocrine 01/22/93 05/07/96 06/06/96 
 
Infectious Diseases, Immune Disorders, and  
   Nutritional Deficiencies 04/30/93 07/31/96 08/30/96 

Respiratory 0l/l9/93 09/05/96 10/07/96 

Mental Disorders l0/26/95 l0/08/96 11/07/96 

Musculoskeletal: Muscles 06/16/93 06/03/97 07/03/97 

Cardiovascular 0l/19/93 12/11/97 01/12/98 

Organs of Special Sense: Hearing 04/12/94 05/11/99 06/10/99 

Skin 1/19/93 7/31/02 8/30/02 

Digestive: Gastrointestinal 08/07/00 
(withdrawn 

in 2004)  

Musculoskeletal: Orthopedic 2/11/03 
(withdrawn 

in 2004)  

Organs of Special Sense: Vision 5/11/99   
Neurological Conditions and Convulsive  
   Disorders 

(under 
review)   

Digestive  
(under 

review)   
 
 
In 1989, to address some of the existing shortcomings with the rating system, VA hired a 

contractor to convene practicing physicians, organized by teams according to specific body sys-
tems, to review and update criteria for several of the body systems. The physicians were asked to 
propose changes in the Rating System that were consistent with modern medical practice and 
that were also phrased in language that rating personnel could easily interpret. VA in-house staff 
reviewed the teams’ results, made necessary adjustments, and forwarded that information to 
various VA offices for review. The proposed changes were published in the Federal Register for 
comments and final rules were issued. As of March 2002, VA had finalized the criteria for 11 of 
14 body systems (GAO, 2002). 

In general, VA publishes an Advance Notice of Proposed Rulemaking (ANPRM) in the Fed-
eral Register prior to issuance of a Notice of Proposed Rulemaking (NPRM) for each body sys-
tem revision, or for revision of a specific diagnostic code or explanatory note in that body sys-
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tem, to allow the public preliminary commentary on revisions VA is planning to propose. There 
are comment periods for both the ANPRM and the NPRM (generally 30 or 60 days). These no-
tices explain in detail the reasons why revisions are deemed necessary and the specific revisions 
being proposed. The public comments and other pertinent information received are recorded and 
considered in light of their medical and regulatory appropriateness. The NPRM item contains 
agency responses indicating whether or not and why in each case the comments made in re-
sponse to the ANPRM were used as part of the revisions. The new rules go into effect shortly 
after the Final Rule is published in the Federal Register. The Final Rule document contains the 
agency’s responses to commentators’ suggestions regarding the NPRM. 

Revising the Rating Schedule has not been based on systematic studies of the reliability or 
validity of the rating criteria for the various conditions. Few such studies have been done. In 
1983, VA had the regional offices (then numbering 56) rate 16 sample claims with 26 claimed 
disabilities. The evaluation concluded that it was possible for raters to assign different ratings to 
the same condition because of the lack of precision of some rating criteria, inadequate medical 
records and reports, and reluctance of raters to ask for additional or clarifying information be-
cause of time pressures (VA, 2005). In 2005, VBA initiated a study of the consistency of deci-
sions on three conditions: hearing loss, post-traumatic stress disorder, and knee conditions. VBA 
had 10 subject matter experts review 1,750 regional office decisions and planned to follow up 
with additional studies of particular conditions and review areas identified with consistency 
problems every two to three years (FY05 PAR:221). The results were briefed to VA leaders but 
not made public. Also in 2005, VA contracted with the Institute of Defense Analyses to deter-
mine the major factors contributing to state and regional variation in disability compensation 
claims, ratings, and payments. VA expects the results to help in identifying corrective actions to 
increase consistency (IDA, 2007). 

Evaluation of the Medical Knowledge in the Current Rating Schedule 
The Rating Schedule contains a number of obsolete diagnostic categories, terms, tests, and 

procedures, and does not recognize many currently accepted diagnostic categories. Some exam-
ples of these are provided below. In other cases, the diagnostic categories are current but do not 
specify appropriate procedures to measure disability for the conditions. 

Examples of Conditions in Need of Updating 
 
Craniocerebral Trauma As an example of a condition that needs to be based on more cur-

rent medical knowledge, the criteria for rating severity of craniocerebral trauma are not adequate 
because the description is out of date and does not provide guidance for the rating of multiple 
neurological disorders associated with craniocerebral trauma. The chronic effects of craniocere-
bral trauma include cerebrospinal fistula, pneumocephalus, carotid-cavernous fistula, vascular 
injury with thrombosis (although hemiplegia, seizures and cranial nerve paralyses can be coded), 
infections, chronic headache, new onset migraine headaches, visual disorders, sleep disturbances, 
and (rarely) movement disorders. These criteria should be differentiated conceptually; they need 
to be updated to coincide with current knowledge and medical practice and should include not 
only more specific problems, such as acute and chronic sequelae, but also focal abnormalities 
from brain injury and symptomatic response to medication. 
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Neurodegenerative and Neurological Disorders As another example, the criteria for rating 
severity of neurodegenerative disorders are inadequate, principally because most of the disorders 
currently considered to be neurodegenerative have not been included. Moreover, among the four 
that are listed in the Rating Schedule, only one (amyotrophic lateral sclerosis) is currently con-
sidered to be neurodegenerative. Among the three others, both multiple sclerosis and myasthenia 
gravis are now classified as autoimmune, and syringomyelia is usually a developmental abnor-
mality, often associated with the Chiari type I or type II malformation. In present practice, the 
neurodegenerative diseases are defined as disorders characterized by the progressive loss of neu-
rons in focal, multifocal, or more widespread parts of the nervous system. The diseases com-
monly considered neurodegenerative include Alzheimer’s disease, Parkinson’s disease, dementia 
with Lewy bodies, multiple system atrophy, frontotemporal dementia, corticobasal degeneration, 
progressive supranuclear palsy, and amyotrophic lateral sclerosis. Similar concerns exist regard-
ing neurological conditions such as spinal cord injury (SCI). There are no clear criteria by which 
to evaluate neurological impairment and functional limitations related to SCI in the current Rat-
ing Schedule. Information used is based on cranial nerve impairments and very outdated, sug-
gesting the need for adopting a more widely known classification system such as the one used by 
the American Spinal Injury Association (known as the ASIA Classification System for Neuro-
logical Disorders). 
 

Posttraumatic Arthritis An additional example of inappropriate medical knowledge used in 
the current Rating Schedule is that of posttraumatic arthritis. The existing criteria for determining 
disability in posttraumatic arthritis depend upon anatomical findings and the assessment of work-
ing movement, a term that is both archaic and imprecise. Specifically included are X-ray evi-
dence of past trauma and loss of range of motion. This does not utilize our most commonly used 
imaging techniques, such as CT and MRI, which provide significantly more anatomical specific-
ity than X-ray films and are most frequently used in clinical settings in which trauma is assessed. 
Using imaging techniques to assess disability assumes a strong correlation between anatomy or 
range of motion loss and functional ability. This relationship is often not linear. Hence, these 
measures are inadequate in determining disability. The musculoskeletal guidelines do provide 
detailed information on the range of factors that need to be considered. They include an opportu-
nity to record pain or fatigue during repetitive motion, which are needed in this type of assess-
ment. 

 
Mental Disorders Since the ratings for mental disorders were last revised in 1996, VA has 

used a single rating formula to evaluate all mental conditions. Each rating level is based on a mix 
of symptoms that is not appropriately applicable to any particular mental disorder but reflects 
psychopathology more broadly. When evaluating claims for mental disorders, raters (or the 
Board of Veterans Appeals) may request a Global Assessment of Functioning (GAF) score. 

The GAF is used to assess functioning on Axis V of the multiaxial assessment system within 
the Diagnostic and Statistical Manual of Mental Disorders (DSM-IV) (APA, 1994). The GAF, 
derived from the Global Assessment Scale (Endicott et al., 1976), assesses psychological func-
tioning (i.e., severity of symptomatology) and social and occupational functioning together on a 
single 100-point scale. This combined assessment approach was criticized for producing confus-
ing and sometimes uninterpretable ratings by the multiaxial workgroup that design this portion of 
the DSM-IV (Goldman et al., 1992). The authors proposed separating the GAF into two separate 
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scales (Goldman et al., 1992), and the resulting Social and Occupational Assessment Scale 
(SOFAS) was introduced in the appendix to DSM-IV (APA, 1994). 

In addition to these limitations, GAF scores have not been shown to be reliable without sys-
tematic training of evaluating psychiatrists or psychologists: “Evidence suggests that without 
training, some raters may base their ratings on average symptom occurrence or functionality over 
time, while others will rate the most recent episode or lowest level of these two components. In 
disorders such as posttraumatic stress disorder (PTSD), where symptom severity and functional-
ity can fluctuate, these two approaches will yield very different GAF scores” (VA, 2002). There 
are also different interpretations of mild, moderate, and severe in assigning levels of severity. 
The GAF also measures both functional impairment and disability (APA, 2002). Therefore, “two 
patients with severe delusions may function at completely different levels but will still receive 
the same GAF score of 20 because of the symptoms” (APA, 2002:212). Because of such prob-
lems with validity and reliability, the American Psychiatric Association might drop or greatly 
revise the GAF in DSM-V (Narrow, 2006). 

Since the SSA revised its mental impairment standards in the early 1980s, a single rating 
scale has been used to assess work-related functional limitations. The Psychiatric Review Tech-
nique Form (PRTF) assesses functional limitations on four dimensions (activities of daily living; 
social interaction; concentration, persistence, and pace; and adaptive functioning or decompensa-
tion) using an ordinal scale (none, mild, moderate, marked, and extreme) or a frequency count. 
The PRTF has been assessed and found to be reliable and also to measure functional loss related 
to work disability (Pincus et al., 1991). 

 
Other Examples The classification of epilepsy is totally out of date and should be replaced 

with the current international classification of the epilepsies. The distinction between neuritis 
and neuralgia is no longer in keeping with current practice or knowledge of neuropathological 
changes in peripheral nerves. Examiners cannot reasonably be expected to provide information 
needed to apply the criteria, as the criteria are conceptually inadequate, out of date, and incom-
plete.  

FINDINGS AND RECOMMENDATIONS 
The first order of business should be to ensure that the Rating Schedule is up to date medi-

cally. Up to date medically means that: 
 
• the diagnostic categories reflect the classification of injuries and diseases currently used 

in health care, so that the appropriate condition in the Rating Schedule can be more easily 
identified and confirmed using the medical evidence;  

• the criteria for successively higher rating levels reflect increasing degrees of anatomic 
and functional loss of body structures and systems (i.e., impairment), so that the greater 
the extent of loss, the greater the amount of compensation; and 

• current standards of practice in assessment of impairment are followed and appropriate 
severity scales or staging protocols are used in evaluating the veteran and applying the 
rating criteria. 

 
Making the Rating Schedule medically current and keeping it up to date is addressed in the first 
recommendation, below. 
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The second order of business should be to see if and how measures of veterans’ ability to 
function in every day life could be integrated with or be used to adjust the impairment criteria. 
The third area that needs addressing is the assessment of disability and rehabilitation needs. It 
should be possible to establish a more effective process for coordinating VA benefits for veterans 
to maximize their capacity to function by developing and implementing an initial assessment 
process for all Veterans Benefits Administration (VBA) programs. Would it be possible to base 
compensation partly on this assessment of disability, if it is more severe than the degree of im-
pairment? Fourth, an effort should be made to determine if it would be possible to measure 
health-related quality of life and develop a way to compensate for its loss, if it turns out that the 
criteria in the Rating Schedule do not predict loss of quality of life. These issues are addressed in 
the recommendations below, along with the need to collect information on the economic aspects 
of disability and compensation. 

Updating the Medical Aspects of the Rating Schedule 
The Rating Schedule mostly assesses the medical severity of service-related injuries or dis-

eases rather than the impact of the injuries or diseases on the veteran’s life and work, although 
there is an assumption that degree of impairment and its social and economic consequences are 
roughly related, on average. Given the importance of impairment rating in the veterans’ disabil-
ity compensation program, it is critical that the categories and criteria in the Rating Schedule are 
based on current medical knowledge and practice. 

We began the study with a careful review of a number of the medical conditions included in 
the current Rating Schedule and were very concerned by what we found. In many cases, the 
medical knowledge used in the Rating Schedule is inadequate, often because the information is 
obsolete or there has been inadequate integration of current and accepted diagnostic procedures. 
In some instances, the nomenclature used for some of the ratings is obsolete, many modern diag-
noses are not included, and even when symptoms (e.g., pain, fatigue) are mentioned, they are not 
included in a systematic fashion as possible contributors to the rating. In some instances, the per-
centages recommended do not reflect the level of severity of specific conditions the committee 
reviewed. For example, the assignment of 10 percent disability for symptoms of dizziness and 
shortness of breath associated with exercise of more than 7 and less than 10 METS (equivalent to 
jogging 3 miles in 30 minutes, something most Americans cannot do) is a reasonable assessment 
of disability. It may be an underestimate of the functional impact of the cardiac condition for cer-
tain specific vocational activities. For example, any dizziness would ground a pilot or a courier 
on bicycle, and they would be more than 10 percent disabled. This creates a situation in which 
the Rating Schedule may correctly rate the condition, and it is medically agreed that it has prop-
erly scaled the impairment, but the rating has not properly reflected the disability. 

In exceptional cases, when the Rating Schedule does not adequately evaluate the condition in 
the opinion of the rater, the case can be referred to the director of the Compensation and Pension 
(C&P) Service for special consideration of a higher percentage, but this is not a frequent occur-
rence. 

The Rating Schedule should be revised to remove ambiguous criteria and obsolete conditions 
and language, reflect current medical practice, and include medical advances in diagnosis and 
classification of new conditions. For a number of reasons, however, as indicated above, updates 
have been made slowly and relatively randomly, and the Rating Schedule remains outdated in 
both its organization and the current body system content, thereby hindering raters from provid-
ing accurate assessments of veterans’ disabilities. 
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The body system structure of the Rating Schedule is not necessarily based on current knowl-
edge of relationships among conditions and comorbidities (e.g., autoimmune disorders, neurode-
generative diseases). Some related conditions are scattered throughout the body systems, such as 
diabetes, a multisystem disease, and malignancies, should they become metastatic. We now un-
derstand better that a common process underlies them wherever they occur. 

The committee considers it important for VA to be as up to date as possible in current medi-
cal approaches to diagnosis and terminology as pertains to the Rating Schedule in order to serve 
veterans with disabilities more effectively and help them integrate or reintegrate into a produc-
tive and meaningful civilian life. VA should undertake a comprehensive revision of the Rating 
Schedule now and make it a formal process to revise the schedule every 10 years thereafter. One 
possible approach would involve the revision of several body systems each year on a staggered 
basis. 

 
Recommendation 4-1. VA should immediately update the current Rating Schedule, 
beginning with those body systems that have gone the longest without a comprehen-
sive update, and devise a system for keeping it up to date. VA should reestablish a 
disability advisory committee to advise on changes in the Rating Schedule. 
 
The disability advisory committee should be appointed by and report to the head of VBA, al-

though it might be staffed by the C&P Service. Its members should be experts in medical care, 
disability evaluation, functional and vocational assessment, and rehabilitation, and include repre-
sentatives of the health policy, disability law, and veteran communities. The committee would 
meet several times a year to review developments in medicine and rehabilitation and consider the 
implications for the Rating Schedule. The committee could also advise on research needs and 
plans related to measurement of veterans’ disability and quality of life. 

To make Recommendation 4-1 feasible, VA will also need to increase its staff capacity to 
update and revise the Rating Schedule. As an example, the Social Security Administration’s 
(SSA’s) disability program has an Office of Medical Policy with six doctors, representing a 
range of fields, and several times that number of analysts for the revision process. SSA is guided 
by the same Administrative Procedures Act in revising regulations, including the publication of 
ANPRMs, NPRMs, and Final Rules in the Federal Register. In the SSA process, however, 
health-care professionals are more systematically and extensively involved by serving as in-
house medical experts. SSA also gathers feedback on relevant medical issues from state officials 
who help the agency make disability decisions. In addition, SSA uses its in-house expertise to 
keep current with advances in medicine and identify aspects of the criteria that need to be revised 
(GAO, 2002). In its informal notice and comment period, after the issuance of an ANPRM, SSA 
hosts at least one outreach conference, which includes invited medical experts, advocates, and 
patients. SSA staff review the input from the outreach conferences and uses this input to inform 
the development of the NPRM. In contrast, VBA has one physician who works with staff in a 
unit responsible for all C&P regulations. 

The Uses of the Rating Schedule 

The Rating Schedule should be based on the best current medical evidence, which was the 
topic examined in the previous portions of this chapter. The Rating Schedule should also be de-
signed to serve the purposes of the veterans’ disability compensation program, which is the topic 
examined in the balance of the chapter. Those purposes were identified in Chapter 3, namely to 
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provide compensation for the impact of service-connected injuries and diseases on (1) work dis-
ability (loss of earning capacity), (2) the degree of nonwork disability incurred (loss of ability to 
engage in usual life activities other than work), and (3) loss in the quality of life. 

The discussion of how the Rating Schedule serves the purposes of the veterans’ disability 
compensation program is based in part on the paper in Appendix C of this report, “The Relation-
ship Between Impairments and Earnings Losses in Multicondition Studies” (Relationship Study). 
The Relationship Study examines the relationship of ratings to earned income in the workers’ 
compensation programs in Wisconsin and California and the Economic Validation of the Rating 
Schedule Study. 

One of the important contributions of the Relationship Study is the distinction between the 
purposes of the disability benefits and the operational basis for the benefits. That distinction can 
be illustrated by the entries in Figure 4-1.8 

The concepts in Figure 4-1 correspond to the operational measures actually or potentially 
used to determine the amount of cash benefits provided by the workers’ compensation and veter-
ans’ disability programs, as well as the outcome measures used in research on disability and 
health-care programs. (The terms are defined in greater detail in Appendix C.) 

 
IA. Medical impairment: anatomical loss refers to impairment ratings that are based on ana-

tomical loss, such as amputation of the leg. 
IB. Medical impairment: functional Loss refers to impairment ratings that are based on the 

extent of functional loss, such as loss of motion of the wrist. 
II. Limitations in the activities of daily living refers to limitations on the veteran’s ability to 

engage in the activities of daily living, such as bending, kneeling, or stooping, resulting from the 
impairment, and to participate in usual life activities, such as socializing and maintaining family 
relationships. 

IIIA. Work disability: loss of earning capacity refers to the presumed loss of earning capacity 
resulting from the impairment and limitations in the activities of daily living. 

IIIB. Work disability: actual loss of earnings refers to the actual loss of earnings resulting 
from the impairment and limitations in the activities of daily living. 

IV. Nonwork disability refers to limitations on the veteran’s ability to engage in usual life ac-
tivities other than work. This includes ability to engage in activities of daily living, such as bend-
ing, kneeling, or stooping, resulting from the impairment, and to participate in usual life activi-
ties, such as reading, learning, socializing, engaging in recreation, and maintaining family 
relationships.  

V. Loss of quality of life refers to the loss of physical, psychological, social, and economic 
well-being in one’s life.  

 
The essential point of the distinction between the purposes of the disability benefits and the 

operational basis for the benefits is this: while the purpose of the workers’ compensation benefits 
and the current veterans’ disability compensation program is to compensate for work disability, 
the operational basis for the benefits is almost invariably one of the other concepts shown in 
Figure 4-1, such as ratings based on an assessment of the extent of anatomical loss (IA) or func-
tional loss (IB). In essence, the ratings of impairment are being used as predictors or proxies for 
the work disability that is assumed to follow from the impairments. Whatever the merits of the 
assumption, the use of proxies from the left side of Figure 4-1 as the operational basis for bene-

                                                           
8 Figure 4-1 corresponds to Figure A2 in the Relationship Study. 
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fits that are provided for a purpose on the right side of the figure is ubiquitous in disability pro-
grams. Whether that assumption is warranted is one of the issues examined in Appendix C and in 
the balance of this chapter. 

 
 
 

 
 

FIGURE 4-1 The consequences of an injury or disease. 

 

The Rating Schedule and Work Disability 
One of the purposes of the veterans’ disability compensation program endorsed in Chapter 3 

is to provide compensation for work disability resulting from service-connected injuries and dis-
eases. For the Rating Schedule to support this purpose, several questions need to be resolved. 

I 
Medical Impairment 

 
        I A                    I B 
  Anatomical       Functional 
       Loss    Loss 

 
 

II 
Functional Limitations 

 
 

IV 
Nonwork Disability 

 
 

V 
Quality of Life 

III 
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Capacity        Earnings 
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Question One: What Is the Measure of Work Disability That the Rating Schedule Is 
Supposed to Compensate? 

The current Rating Schedule states that “the percentage ratings represent…the average im-
pairment in earning capacity…in civil occupations.”9 This corresponds to the loss of earning ca-
pacity concept (IIIA) in Figure 4-1. However, there is no meaningful test of the accuracy of the 
current Rating Schedule if a comparison is made between (1) the ratings produced by application 
of the criteria for evaluating medical conditions contained in the Rating Schedule and (2) the av-
erage reduction in earning capacity because in practice they are the same thing. The meaningful 
test is whether the ratings produced by the Rating Schedule (which are the estimates of loss of 
earning capacity) correspond to the actual average loss of earnings among veterans with the same 
rating degree (IIIB) in Figure 4-1. This is the test that has been consistently used by researchers 
in the disability field, and corresponds to the test used in the Relationship Study for the workers’ 
compensation programs in Wisconsin and California and VA’s veterans’ disability compensation 
program. 

The methodology used to calculate the actual loss of earnings resulting from a work-related 
or service-related injury or disease is explicated in the Relationship Study. The essence is that the 
actual earnings of the persons with disabilities are compared to the actual earnings of persons 
without disabilities who are comparable to the persons with disabilities in terms of age, educa-
tion, and other factors that affect earnings. 

Question Two: How Should the Rating Schedule Be Evaluated?  
The Rating Schedule should be evaluated by the ability of the ratings produced by the sched-

ule to accurately predict the extent of actual losses of earnings for the persons with disabilities. 
The Relationship Study in Appendix C provides such evaluations for the Wisconsin and Califor-
nia workers’ compensation programs and for the veterans’ disability compensation program as of 
1967. We are not suggesting that the results from these three programs should be used to evalu-
ate the current Rating Schedule for the veterans’ program, in large part because we are aware 
that a study of the current schedule is being conducted by the Center for Naval Analysis. Rather, 
we are suggesting the criteria that should be used to evaluate the accuracy of the current Rating 
Schedule for the veterans’ disability compensation program is the extent of horizontal and verti-
cal equity in the relationship between the ratings and the actual loss of earnings for veterans with 
disabilities.  

There is a long-standing tradition of the use of the equity criterion to evaluate programs for 
persons with disabilities. An example is the Report of the National Commission on State Work-
men’s Compensation Laws (National Commission on State Workmen’s Compensation Laws, 
1972), which defined equitable as: 

 
Delivering benefits and services fairly as judged by the program’s consistency in provid-
ing equal benefits or services to workers in identical circumstances and its rationality in 
providing benefits and services in proportion to the impairment or disability for those 
with different degrees of loss. 
 
One variant of the equity test—intra-injury horizontal equity for ratings—requires that the 

actual wage losses for workers or veterans with the same disability ratings and the same type of 
                                                           

9 The full text of § 4.1 of the Code of Federal Regulations is provided in Section A.4.b of Appendix C. 
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injury should be the same or similar. In the case of the Rating Schedule, this test is whether all 
veterans with the same rating for a given condition have approximately the same earnings. For 
example, say veterans rated 70 percent for loss of a hand average 50 percent less earnings than 
veterans without service-connected conditions. One would not want to see a substantial number 
of veterans earning significantly less than the average. The evidence from the Wisconsin work-
ers’ compensation program suggests this equity test is very difficult to satisfy (see Figure B2 in 
appendix C). 

Another variant of the equity test—inter-injury horizontal equity for ratings—requires that 
the actual wage losses for workers with the same disability ratings, but different types of injuries, 
should be the same or similar. Regarding the Rating Schedule, the test is whether veterans rated 
at the same degree for different conditions experience approximately the same loss of earning 
capacity. For example, are the average earnings of veterans rated 50 percent for depression and 
the average earnings of veterans rated 50 percent for a bad knee or loss of all fingers about the 
same? To put it another way, the Rating Schedule is not fulfilling the statutory intent if veterans 
at any given rating degree for impairments in one body system average substantially lower earn-
ings than those with the same rating degree in another body system. 

The evidence indicates that the veterans Rating Schedule in use in 1967, as well as the two 
workers’ compensation programs, had serious deficiencies meeting this test. Each of the pro-
grams systematically treated some injuries or medical conditions differently than other injuries in 
terms of the extent of earnings losses associated with similar disability ratings (see Figures B3, 
C1 and C2, and D1 and D2 for results from the Wisconsin workers’ compensation, California 
workers’ compensation, and VA disability compensation programs circa 1967, respectively). 

A third variant of the equity test—vertical equity—requires that actual wage losses increase 
in proportion to increases in disability ratings. To meet this test, the Rating Schedule would con-
sistently assign higher ratings to veterans with a given disabling condition who have lower aver-
age earnings. For example, veterans rated 30 percent for arteriosclerotic or coronary heart dis-
ease should earn less, on average, than those rated 10 percent, while those rated 60 percent 
should earn, on average, less than those rated 30 percent, and so on. At the aggregate level (the 
entire sample of workers or veterans), the evidence indicates that the Wisconsin rating system 
did an excellent job, the California rating system did a moderately good job, and the VA Rating 
Schedule in use in 1967 did a fairly poor job meeting the vertical equity criterion (see Figures 
B1, C3, and D3, respectively). 

The answers to the first two questions in this section are the basis for our next recommenda-
tion. 

 
Recommendation 4-2. VA should regularly conduct research on the ability of the 
Rating Schedule to predict actual loss in earnings. The accuracy of the Rating 
Schedule to predict such losses should be evaluated using the criteria of horizontal 
and vertical equity. 

Question Three: What Factors Should Be Included in the Rating Schedule in Order to 
Improve the Accuracy of the Predictions of Actual Loss in Earnings?  

The current Rating Schedule largely relies on assessments of medical impairment (concepts 
1A and 1B in Figure 4-1) to determine the disability ratings. Would the inclusion of other per-
manent consequences of an injury or disease in the rating formula improve the accuracy of the 
predictions of actual loss of earnings? 
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One threshold issue is as follows: Why not base the disability ratings on direct measures of 
the actual loss of earnings for each veteran since that is the purpose of the benefits? There are 
two reasons why disability systems have generally avoided this approach. First, the earnings of a 
particular person are affected by a myriad of factors, and the workers’ compensation programs 
that have used the actual wage loss approach have generally abandoned this approach as un-
workable.10 Second, as discussed in Section E.7 of Appendix C, the direct link between disability 
ratings (and the accompanying disability benefits) and the actual loss of earnings can create in-
centive problems for active participation in the labor force.11 

The more relevant issue is whether the predictions of actual loss of earnings (IIIB in Figure 
4-1) would be improved by adding more information about the veteran, such as age, education, 
and/or work experience, which typically are used to predict loss of earning capacity. However, 
the examination in Appendix C of the two workers’ compensation programs and VA’s veterans’ 
disability compensation program as of 1967 provided some evidence that the accuracy of the 
predictions of actual wage loss was worse in terms of horizontal and vertical equity. We are not 
endorsing this finding as typical or necessary but rather as a warning that an attractive assump-
tion—including data from more factors in the disability process is worthwhile—needs to be 
tested empirically, which leads to our next recommendation. 

 
Recommendation 4-3. VA should conduct research to determine if inclusion of fac-
tors in addition to medical impairment, such as age, education, and work experi-
ence, improves the ability of the Rating Schedule to predict actual losses in earnings. 

Question Four: How Can the Ability of the Rating Schedule to Predict Actual Losses of 
Earnings Be Improved?  

The evidence from the research produced by Recommendations 4-2 and 4-3 can be used to 
improve the accuracy of the predictions of earnings losses made by the Rating Schedule. The 
study in Appendix C provides examples of how certain medical conditions may consistently 
have more (or less) earnings losses than predicted by the disability rating systems used in the 
workers’ compensation programs and VA’s veterans’ disability compensation program as of 
1967. A current study of the disability compensation program is likely to produce similar find-
ings. Likewise, research can determine whether the inclusion of additional factors (such as 
measures of the limitations in activities of daily living) produces more accurate estimates of the 
actual losses of earnings. 

These research results can be used in at least two possible ways to improve the accuracy of 
the Rating Schedule. First, the disability ratings assigned to a particular medical condition can be 
increased (or decreased) to incorporate the research results. Second, the value of the ratings in 
the Rating Schedule can be maintained, but a series of modifiers can be used to translate the 
“standard rating” from the Rating Schedule into an “adjusted rating” that will serve as the basis 
for calculating benefits. This second approach may be preferable because the expertise and 
knowledge needed by the persons conducting the disability ratings will not have to be updated 

                                                           
10 The difficulties that the Florida workers’ compensation program had with the wage-loss approach for perma-

nent partial disability benefits adopted in 1979 are described by Berkowitz and Burton (1987: 283-312). The Florida 
program subsequently largely abandoned the wage-loss approach. 

11 The possible inducement to reduce earnings in order to increase the cash benefits provided by the veterans’ 
disability compensation program is discussed by Greenberg and Rosenheck (2007). 
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every time that research indicates that changes are needed to improve the accuracy of the predic-
tions of losses of earnings. 

 
Recommendation 4-4. VA should regularly use the results from research on the abil-
ity of the Rating Schedule to predict actual losses in earnings to revise the rating 
system, either by changing the rating criteria in the Rating Schedule or by adjusting 
the amounts of compensation associated with each rating degree. 
 

The Rating Schedule and Nonwork Disability 
Several issues need to be resolved if the veterans’ disability compensation program is to 

compensate for nonwork disability resulting from service-connected injuries and diseases, as 
recommended in Chapter 3. 

Issue 1: Definition of Nonwork Disability 
Disability is a broad concept. Individuals may have disabilities affecting multiple aspects of 

their life. According to the International Classification of Functioning, Disability, and Health 
(ICF), disability is one’s functional limitations in various health and health-related domains. 
Health domains include seeing, hearing, walking, learning, and remembering; health-related do-
mains include transportation, education, employment, and social interactions (WHO, 2001). 
Theoretically, then, nonwork disability covers all domains of disability except employment. 

The basis for this distinction is that a veteran may be working but unable to participate in 
other usual life activities. For example, a veteran may be employed in a good job but suffer from 
the symptoms of PTSD. A veteran with severe mobility restrictions might be able to use a com-
puter linked to the Internet to earn a good living from home, especially if there are adequate so-
cial supports (e.g., friends or family to help with food shopping). There are many ways in which 
the lives of veterans with service-connected injuries and diseases can be changed by the effects 
of injuries or diseases. 

Issue 2: Measures of Nonwork Disability 
The next issue is the feasibility of measuring the degree or extent of nonwork disability in a 

way that would be valid and practical as a basis for compensation. One approach is to perform 
functional assessments using such established scales as activities of daily living (ADLs) and in-
strumental activities of daily living (IADLs) and develop a method for converting the scores into 
benefit amounts. Or VA could use condition-specific functional scales, although achieving parity 
across conditions might be a challenge. Validated functional assessment instruments have been 
developed for most conditions, such as the Extended Glasgow Outcome Scale and Community 
Integration Questionnaire for brain injury; National Institutes of Health Stroke Scale for stroke, 
the Functional Independence Measure and Spinal Cord Independence Measure for spinal cord 
injury; St George’s Respiratory Questionnaire, Guyatt’s Chronic Respiratory Questionnaire, and 
University of California at San Diego Shortness of Breath Questionnaire for chronic obstructive 
pulmonary disease; and Diabetes Health Profile for diabetes. 

Some veterans’ disability benefits programs assess and compensate for functional limitations 
under certain circumstances. The Veterans Canada system for augmenting impairment ratings 
with a quality-of-life rating of ability to participate in activities of independent living, take part in 
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recreational and community activities, and initiate and take part in personal relationships was 
described in Chapter 3. The Australian Department of Veterans Affairs has a scale for grading 
six activities of daily living (movement in and out of bed; transferring [e.g., from bed to chair]; 
locomotion; dressing; personal hygiene, and eating and drinking). There is also a scale for non-
specific indicators of disease such as pain, lethargy, and poor prognosis. These scales are used to 
assess veterans who are bedridden or unable to leave the house because of such conditions as se-
vere stroke, Parkinson’s disease, heart failure, respiratory disease; liver failure, severe kidney 
failure, and some dementias. The higher score of the two scales is taken and compared with the 
appropriate body system-specific impairment rating. If it is higher, it is used to determine the 
amount of compensation instead of the impairment rating. 

 
Recommendation 4-5. VA should compensate for nonwork disability, defined as 
functional limitations on usual life activities, to the extent that the Rating Schedule 
does not, either by modifying the Rating Schedule criteria to take account of the de-
gree of functional limitation or by developing a separate mechanism. 
 
It is possible that the Rating Schedule, when updated, will provide accurate ratings for both 

work disability and nonwork disability, even though its primary purpose is to compensate for 
loss of earning capacity. This is an empirical question. VA should address it by developing a 
functional limitation scale (or adapting an existing scale) to a sample of veterans with and with-
out disabilities and determining if it would lead to ratings different from those given by the Rat-
ing Schedule. Given the variance in the correlation of impairment measures and disability across 
conditions, it is possible that ratings based on impairment and ratings based on functional meas-
ures will differ more or more consistently in some body systems than others. 

If it turns out that functional measures capture disability that the Rating Schedule does not, 
VA should decide how to compensate for it. The Canadian approach of adding points to the im-
pairment rating is one approach, perhaps arbitrary but administratively simple. The Australian 
approach of computing an impairment rating and a functional limitation rating and compensating 
on the basis of the higher rating is another approach. 

The Rating Schedule and Losses in the Quality of Life 
One of the purposes for the veterans’ disability compensation program endorsed in Chapter 3 

was to provide compensation for loss in quality of life resulting from service-connected injuries 
and diseases. For the Rating Schedule to support this purpose, several questions need to be re-
solved. 

Question One: What Is the Measure of Quality of Life That the Rating Schedule Is 
Supposed to Compensate?  

Although the measurement of quality of life has no precedence in the veterans’ disability 
compensation program, the impact of injury or disease on quality of life has been studied in a 
number of other areas where monetary valuations for a loss is the ultimate outcome. As noted by 
Sinclair and Burton (1995): 

 
Quality of life is frequently measured by ascertaining the preferences of individuals or 
groups for particular health states or treatment outcomes. Determining the opinions or 
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preferences of relevant populations for alternative health states is a measurement tech-
nique that has been used extensively in the quality-of-life measures in health-care, eco-
nomic, and social sciences research over the past 20 years. 
 
An example of quality-of-life research is the noneconomic loss survey of approximately 

12,000 injured workers who received benefits from the Ontario, Canada, workers’ compensation 
program, plus 300 individuals from the general population of Ontario who served as a control 
group. Seventy-eight medical conditions covering a wide range of impairments were selected as 
subjects for videos. Each video portrayed the limitations and adaptations to lifestyle required of 
the workers with a given condition. The workers discussed their condition with a therapist and 
demonstrated their capacity to perform various tasks of daily living. The procedure used to ascer-
tain the quality-of-life ratings was described by Sinclair and Burton (1995): 

 
Each survey respondent spent 30 minutes viewing four or six of the videos, randomly as-
signed, excluding videos depicting his or her condition. Respondents were asked to rate, 
on an “opinion meter” scale, the loss of enjoyment of life they believed they would suffer 
if they had the condition portrayed. These ratings were on a scale of 0 to 100, with 0 rep-
resenting normal health and 100 representing death. 
 
A similar methodology can be used to develop a quality-of-life rating system for veterans 

with disabilities. The ratings can be customized to recognize the special needs and interests of 
veterans. 

 
Recommendation 4-6. VA should determine the feasibility of compensating for loss 
of quality of life by developing a tool for measuring quality of life validly and relia-
bly in the veteran population, conducting research on the extent to which the Rating 
Schedule already accounts for loss in quality of life, and if it does not, developing a 
procedure for evaluating and rating loss of quality of life of veterans with disabili-
ties. 
 
The purpose of the current Rating Schedule is to compensate for work disability, not losses in 

quality of life, and so it is likely that the relationship between ratings under the current schedule 
and the measures of quality of life are not especially close. Nonetheless, the relationship is worth 
examining empirically. The research could be similar to the study by Sinclair and Burton (1995) 
of the relationship between the permanent impairment ratings produced by the American Medi-
cal Association Guides to the Evaluation of Permanent Impairment (AMA Guides) and quality-
of-life values for injured workers in Ontario, Canada. The findings indicated that the permanent 
ratings systematically underpredicted the loss of the quality of life that workers associated with 
the various permanent impairments. The results also indicated a “body-system effect,” with dif-
ferent body systems having greater losses in quality of life for a given rating than other body sys-
tems.12 

VA should compare the results of the Rating Schedule and evaluations of loss of quality of 
life to see where and how they differ. These research results can be used in at least two possible 

                                                           
12 For example, a 10 percent permanent impairment rating of the musculoskeletal system and a 10 percent per-

manent impairment of the nervous system received very different loss-of-enjoyment-of-life values: 32 percent and 
62 percent respectively (Sinclair and Burton, 1995). 
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ways to improve the accuracy of the Rating Schedule. First, the disability ratings assigned to a 
particular medical condition can be increased (or decreased) to incorporate the research results. 
Second, the value of the ratings in the Rating Schedule can be maintained, but a series of modifi-
ers can be used to translate the standard rating from the Rating Schedule into an adjusted rating 
that will serve as the basis for calculating benefits. This second approach may be preferable be-
cause the expertise and knowledge needed by the persons conducting the disability ratings will 
not have to be updated every time that research indicates that changes are needed to improve the 
accuracy of the predictions of loss of earnings. 

If research shows a disparity between the Rating Schedule and loss of quality-of-life meas-
ures, VA should develop a way to compensate for loss of quality of life that the Schedule does 
not. This could be done by adapting the Rating Schedule to be used for both work disability and 
loss in quality of life, or there could be separate Rating Schedules for these two consequences of 
service-related injuries and diseases. The committee recommended in Chapter 3 that the current 
purpose of the Rating Schedule—to compensate for work disability—should be expanded to 
provide compensation for both work disability and losses in the quality of life. Whether this 
means there should be one or two rating schedules will have to be decided by VA. Among the 
factors to be considered are: 

 
• Will there be a single cash benefit to serve the two purposes (compensating work dis-

ability and compensating loss in quality of life) or will there be separate cash benefits 
programs to serve the two purposes? If there are separate cash benefit programs, then 
separate rating schedules for each of the two programs may make more sense. 

• Are the factors that produce accurate predictions of the extent of actual loss of earn-
ings similar or different from the factors that produce accurate predictions of the ex-
tent of loss of quality of life? If the explanatory factors are different, then separate rat-
ings schedules for each of the two benefit programs may make more sense. 

IMPLEMENTATION AND COST ISSUES 
This section suggests a phased approach to implementing the recommendations made in this 

chapter that VA compensate for the impact of military service on veterans, including impair-
ment, loss of ability to function and participate in usual activities of everyday life, and loss in 
quality of life. The development of practical measures of functional capacity and loss of QOL 
involve research and development, experimentation, and pilot testing before full implementation. 

Expanding the bases for veterans’ disability compensation also has cost implications. These 
include start-up costs incurred in developing and testing the instruments for evaluating degree of 
functional limitation and loss of QOL, transitional costs such as training, probably higher operat-
ing costs because of additional time and skills needed to evaluate losses of function and QOL, 
and possibly greater compensation costs, if functional and/or QOL deficits are greater on average 
than the current impairment ratings account for. Although the committee was not asked to con-
sider costs in recommending improvements in medical evaluation of veterans for disability bene-
fits, it was cognizant of the magnitude of the changes recommended and aware that its recom-
mendations for updating and improving the system for evaluating veterans for disability benefits 
would entail additional short-term and long-term administrative costs and probably benefit costs. 
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Phase 1 
Recommendation 4-1 calls for updating the Rating Schedule immediately. The updating 

should begin with the body systems that have gone the longest without a comprehensive update, 
namely, the orthopedic part of the musculoskeletal system, neurological conditions, and the di-
gestive system. The revised rating criteria should rely to the extent possible on validated severity 
ratings and disease-staging systems, which are condition specific. Revisions of the remaining 
systems could be done on a rolling basis, several a year, possibly taking them in the order in 
which they were updated during the 1990s. 

These revisions of the Rating Schedule will entail the establishment of a staff of medical ex-
perts and experienced raters, who would work in conjunction with experts in VHA and the rees-
tablished medical advisory committee. The medical advisory committee might be renamed the 
disability advisory committee, in recognition of the broadened basis for compensation. 

Phase 2 
The next step would be to investigate the relationship between the ratings and average earn-

ings to see the extent to which the Schedule as revised is meeting vertical and horizontal equity 
criteria (Recommendation 4-2). This would build on the analyses being conducted by the CNA 
Corporation but use samples large enough to study the most prevalent conditions being rated. In 
fiscal years 2004-2006, for example, 38 conditions were the basis for at least 10,000 claims a 
year, including defective hearing, tinnitus, PTSD, lumbosacral or cervical strain, diabetes melli-
tus, hypertension, impairments of the leg, limitation of flexion of leg, limitation of motion of the 
ankle, impairment of knee (other than ankylosis, degenerative arthritis of the spine, migraine, 
and arteriosclerotic heart disease). These 38 conditions accounted for 66 percent of the compen-
sation rating decisions during the three years 2004-2006. Conditions that are most often rated at 
100 percent, if not already included on the basis of overall prevalence, also might be included, 
such as brain trauma. 

Based on the results of the analysis of the relationship between the ratings and average earn-
ings, VA could adjust the criteria to increase vertical and horizontal equity (Recommendation 4-
4). 

Phase 3 

Next, to implement Recommendation 4-5, VA should develop a set of functional measures 
(e.g., ADLs, IADLs), and specific performance measures, such as time to ambulate a certain dis-
tance, or ability to do specific work-related tasks in both physical and cognitive domains, such as 
climbing stairs or gripping on the one hand, and communicating or coordinating with others. Af-
ter the measures are validated in the disability compensation population, VA would conduct a 
study of functional capacity among applicants to see how well the revised Rating Schedule com-
pensates for loss of functional capacity. There may be a correlation between the rating levels 
based on impairment and degree of functional limitations (i.e., the higher the rating, the more 
limited functional capacity is). 

If the correlation is not high or does not exist, VA should develop a mechanism to compen-
sate for loss of function that exceeds degree of impairment. Functional criteria could be included 
in the Rating Schedule or it could be rated separately with compensation based on the higher of 
the two ratings (see Appendix E for a diagram of a possible process for assessing impairment and 
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functional disability). The use of such a mechanism should be thoroughly tested for reliability 
and validity in pilot studies and experiments. 

A side benefit of functional assessment, if performed by interdisciplinary teams whose mem-
bers are trained to assess function (e.g., physical, occupational, and other therapists, rehabilita-
tion physicians and nurses, and vocational rehabilitation (VR) counselors), is that it would pro-
vide a basis for determining a veteran’s needs for ancillary services (discussed in Chapter 6). In 
addition, VA could use the results of disability evaluations in making decisions on individual 
unemployability (IU), especially if a VR counselor or other vocational specialist is involved in 
the multidisciplinary assessment (see Chapter 7). 

Phase 4 
Quality-of-life assessment is relatively new and still at a formative stage, which makes im-

plementation of Recommendation 4-6 more long-term and experimental. HRQOL instruments 
are the most developed and validated. VHA already uses a psychometric HRQOL instrument, the 
SF-36, to assess the effectiveness of medical interventions, and it has been adapted and validated 
for the population of veterans receiving care in an ambulatory setting (SF-36V). Preference-
based HRQOL instruments are less well developed but have the potential to be more useful in a 
compensation system, because the results can be quantified and located on an interval scale (the 
SF-36V does not, for example, provide a summary score). 

VA should begin a program of empirical research and development to determine the quality-
of-life effects of service-connected injuries and diseases. The goal would be to see if a global 
HRQOL instrument could reliably and validly measure quality of life of disabled veterans and be 
the basis for compensating for loss of quality of life. A preference-based HRQOL measure 
would also have to place values on losses that veterans and the remainder of the community 
agree on, so that compensation based on HRQOL losses would be acceptable to both groups. 
While it is not clear, based on the current status of the science, that it is possible to measure 
HRQOL with a significant degree of accuracy, the committee believes there is a good chance this 
goal can be achieved and, because of its importance, should be attempted.13 

If a reliable quality-of-life instrument can be validated, VA should ascertain the degree to 
which the Rating Schedule, as revised in phases 1-3 (above) accounts for loss of QOL (i.e., the 
higher the rating, the greater the loss in QOL). If the Rating Schedule does not do a good job of 
compensating for severe loss in QOL, VA should develop a mechanism for doing so. 

 

                                                           
13 VA should be cognizant of the Patient-Reported Outcomes Measurement Information System (PROMIS), an 

effort by NIH to “to develop ways to measure patient-reported symptoms, such as pain and fatigue, and aspects of 
health-related quality of life across a wide variety of chronic diseases and conditions.” The aim is to produce well-
validated measures of HRQOL that will increase the quality and comparability of clinical research results (NIH, 
2007). 
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APPENDIX TABLE 4-1 Summary of Key Revisions to Diagnostic Codes Since 1945 

Body System Revisions 
 
Musculoskeletal 

 
• E91 was published as proposed 68 FR 6998, Feb. 11, 2003. This proposed rule was 
withdrawn at 69 FR 22757, Apr. 27, 2004. It would have been the first comprehensive 
revision since 1945. Nonetheless, some codes have been revised. 
• The diagnostic code for atrophic rheumatoid arthritis (5002) was revised at 70 FR 
75399, Dec. 20, 2005. 
• The diagnostic code for degenerative hypertrophic arthritis or osteoarthritis (5003) 
was revised at 68 FR 51454, Aug. 27, 2003. 
• The diagnostic codes for prosthetic implants (5051, 5052, 5053, 5054, 5055, and 
5056) were revised at 43 FR 45348, Oct. 2, 1978.  
•  The diagnostic code for fibromyalgia (5025) was revised at 64 FR 32410, June 17, 
1999. 
• Four codes for anatomical losses were revoked at 41 FR 11291, Mar. 18, 1976, while 
two codes for loss of use of hands and feet (5104 and 5105) were revised. 
• Terminology was updated for a number of multiple finger amputations diagnostic 
codes (5127, 5128, 5130, 5131, 5132, 5135, 5136, 5138, 5139, 5141, 5143, 5146, 5149, 
and 5150) at 67 FR 48784, July 26, 2002. A substantive revision was made to the diag-
nostic code for the amputation of two digits (the ring and little fingers) of one hand 
(5151). 
• Terminology was updated for a single finger amputation code (5154) at 67 FR 48784, 
July 26, 2002. 
• At 43 FR 45348, Oct. 2, 1978, one diagnostic code for amputation of lower extremity 
(5166) was revised, while another (5174) was revoked. 
• For the elbow and forearm diagnostic codes, impairment of ulna (5211) and impair-
ment of radius (5212) were revised at 43 FR 45348, Oct. 2, 1978.  
• The diagnostic code for ankylosis of the wrist (5214) was revised at 43 FR 45348, 
Oct. 2, 1978. 
• The ankylosis section was revised at 67 FR 48784, July 26, 2002, affecting multiple 
digits: unfavorable ankylosis (5216 through 5219), multiple digits: favorable ankylosis 
(5220 through 5223), ankylosis of individual digits (5224 through 5227); and limitation 
of motion of individual digits (5228 through 5230). 
• The spine section underwent a major revision at 68 FR 51454, Aug. 27, 2003, with 
the creation of a number of new diagnostic codes under which previous codes were 
subsumed. Diagnostic codes 5285 through 5295 were therefore deleted. 
•  The section on shortening of the lower extremity (5275) was revised at 43 FR 45348, 
Oct. 2, 1978. 
• The muscle injuries section underwent a major revision at 62 FR 30235, June 3, 1997, 
affecting diagnostic codes 5301 through 5329. 
 

Organs of Special Sense 
 

• NPRM 64 FR 25246, May 11, 1999, which would be a body system revision, is an-
ticipated to become a final rule in October 2006. Some revisions have been made since 
the 1970s. 
• The diagnostic code for unilateral or bilateral ptosis (6019) was revised at 43 FR 
45348, Oct. 2, 1978. 
• The diagnostic code for aphakia (6029) was revised at 43 FR 45348, Oct. 2, 1978. 
• Table V: Ratings of Central Visual Acuity Impairment was revised at 53 FR 50955, 
Dec. 19, 1988. Diagnostic codes in this section were revised: anatomical loss of both 
eyes (6061) at 41 FR 11291, Mar. 18, 1976; and 6063 through 6079 for defective visual 
acuity at 43 FR 45348, Oct. 2, 1978.  
• Impairment of field vision (6080) was revised at 43 FR 45348, Oct. 2, 1978, while 
pathological, unilateral scotoma (6081) was revised at 41 FR 11291, Mar. 18. 1976. 
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• Diplopia (6090) was revised at 53 FR 30261, Aug. 11, 1988. 
• The section on diseases of the ear was revised at 64 FR 25202, May 11, 1999, includ-
ing changes in all diagnostic codes except otosclerosis (6202), which was revised at 59 
FR 17295, Apr. 12, 1994, when the code for otitis interna (6203) was deleted. Recur-
rent tinnitus (6260) was revised at 68 FR 25822, May 14, 2003. 
• In the section for other sense organs, the diagnostic codes for sense of smell (6275) 
and sense of taste (6276) were revised at 64 FR 25202, May 11, 1999. Diagnostic codes 
6277 through 6297 had been removed at 52 FR 44117, Nov. 18, 1987. 
 

Infectious Diseases, Im-
mune Disorders, and Nu-
tritional Deficiencies 
(formerly Systemic Dis-
eases) 
 

• The entire body system was revised at 61 FR 39873, July 31, 1996. 
• Prior to that, the diagnostic codes for AIDS-related complex (6352) and HIV anti-
body positive (6353) were removed at 57 FR 10134, Mar. 24, 1992, and it was indi-
cated that they would be rated under the diagnostic code for HIV-related illness (6351). 
• The diagnostic code for HIV-related illness (6351) was further revised at 61 FR 
39873, July 31, 1996.  
 

Respiratory • The entire body system was revised at 61 FR 46720, Sept. 5, 1996.  
• Diagnostic codes 6707 through 6710 and 6725 through 6728 under diseases of the 
lung and pleura—tuberculosis were removed. 
• Diagnostic codes 6800 through 6809 (bacterial infections of the lung) and 6810 
through 6818 (restrictive lung diseases) were removed and replaced by new diagnostic 
codes 6822 through 6824 and 6840 through 6847, respectively. 
• 71 FR 52457, Sept. 6, 2006, made substantive revisions to the “Guidelines for the 
Application of Evaluation Criteria for Certain Respiratory and Cardiovascular Condi-
tions; Evaluation of Hypertension with Heart Disease.” 
 

Cardiovascular • The entire body system was revised at 62 FR 65207, Dec. 11, 1997. 
• Diagnostic codes 7010 through 7014 were removed, and the conditions moved to 
codes 7010 or 7011 for evaluation purposes. The diagnostic code for arteriosclerosis 
(7100) was also removed, and the condition’s manifestations were indicated to be rated 
under the body system they affect. 
• Section 4.104 was amended at 63 FR 37778, July 14, 1998, by revising the diagnostic 
code for cold injury residuals (7122). 
• 71 FR 52457, Sept. 6, 2006, made substantive revisions to the “Guidelines for the 
Application of Evaluation Criteria for Certain Respiratory and Cardiovascular Condi-
tions; Evaluation of Hypertension with Heart Disease.” 
 

Digestive 
 

• Some revisions have been made since the 1970s. 
• The diagnostic code for ventral postoperative hernia (7339) was revised and the code 
for wounds (7341) was removed at 41 FR 11291, Mar. 18, 1976. The code for vago-
tomy (7348) was addressed, but no specific revision was made. 
• Section 4.112 was revised at 66 FR 29486, May 31, 2001, addressing weight. 
• The diagnostic codes for residuals of injury to the liver (7311) and cirrhosis of the 
liver (7312) were revised at 66 FR 29486, May 31, 2001, and residuals of abscess of 
the liver (7313) was removed because the condition is now considered treatable.  
• Diagnostic codes 7343 through 7345, 7351, and 7354 were revised at 66 FR 29486, 
May 31, 2001. 
 

Genitourinary • The entire body system was revised at 59 FR 2523, Jan. 18, 1994.  
• New diagnostic codes 7532 through 7542 were added. 
• The diagnostic code for pyelitis (7503) was removed because the term is no longer 
used and the condition is included under diagnostic code 7504. 
• The diagnostic code for cystitis, interstitial (Hunner), submucous or elusive ulcer 
(7513) was removed, and included under diagnostic code 7512. 
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• The diagnostic code for tuberculosis of the bladder (7514) was removed because it is 
now uncommon and ratings for nonpulmonary tuberculosis are prescribed by sections 
4.88b and 4.89. 
• The diagnostic code for resection or removal of the prostate gland (7526) was re-
moved, included under code 7527, and residuals are evaluated according to the severity 
of the individual disability. 
• Section 4.115b, nephritis, was revised at both 59 FR 14566, Mar. 29, 1994, and 59 FR 
46338, Sept. 8, 1994. 
• Raters were instructed to review the diagnostic codes for deformity of the penis with 
loss of erectile power (7522), complete testis atrophy (7523), and testis removal (7524) 
for entitlement to special monthly compensation at 59 FR 46338, Sept. 8, 1994.  
 

Gynecological Conditions 
and Disorders of the 
Breast 

• The entire body system was revised at 60 FR 19851, Apr. 21, 1995.  
• New diagnostic codes for benign neoplasms of the gynecological system or breast 
(7628) and endometriosis (7629) were added. 
• Section 4.116 was amended and included the revised diagnostic code for surgery of 
the breast (7626) at 67 FR 6872, Feb. 14, 2002.  
 

Hemic and Lymphatic • The entire body system was revised at 60 FR 49225, Sept. 22, 1995.  
• A new diagnostic code for aplastic anemia (7716) was added. 
• The diagnostic codes for secondary anemia (7701) and secondary adenitis (7713) 
were removed because they are symptoms of other, more specific diseases.  
• The diagnostic codes for axillary (7711) and inguinal (7712) tuberculous adenitis 
were removed and included under the diagnostic code for active or inactive tuberculous 
adenitis (7710). 
 

Skin • The entire body system was revised at 67 FR 49590, July 31, 2002.  
• New diagnostic codes 7820 through 7833 were added. 
• The diagnostic codes for pinta (7810) and verruga peruana (7812) were removed be-
cause they are so unusual as to no longer warrant a separate category; if these do occur, 
they may be rated under the diagnostic code for infections of the skin not listed else-
where (7820). 
• The preamble was corrected at 67 FR 62889, Oct. 9, 2002. 
• NPRM 67 FR 65915, Oct. 29, 2002, proposed to revise section 4.118 and the diag-
nostic codes for disfigurement and scars (7800 through 7804), except for the code for 
other scars (7805). The final rule for this proposal was anticipated in December 2006; 
however, the NPRM was withdrawn on December 29 (71 FR 78391). 
 

Endocrine • The entire body system was revised at 61 FR 20400, May 7, 1996.  
• New diagnostic codes 7916 through 7919 were added. 
• The diagnostic code for hyperadrenia (7910) was removed at 61 FR 20400, May 7, 
1996, because it is so rare among service persons. 
 

Neurological Conditions 
and Convulsive Disorders 

• Some revisions have been made since the 1970s. 
• Section 4.124a was amended at 43 FR 45348, Oct. 2, 1978, to reflect the addition of 
the diagnostic code for the brain, malignant new growths (8002), and at that time a note 
was added to the code. 
• A note was added to the diagnostic code for malignant new growths of the spinal cord 
(8021) at 43 FR 45348, Oct. 2, 1978. 
• Final rule corrections were made at 54 FR 49754, Dec. 1, 1989, diseases of the pe-
ripheral nerves, to correct previously published information for diagnostic codes 8520 
through 8530, 8620 through 8630, and 8720 through 8730, because the table was inad-
vertently misrepresented. 
• An incorrect word was corrected for the diagnostic code paralysis of posterior tibial 
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nerve (8525) at 55 FR 154, Jan. 3, 1990.  
• The diagnostic code for soft-tissue sarcoma (8540) was addressed at 56 FR 51651, 
Oct. 15, 1991, which described service connection based on exposure to herbicides 
containing dioxin. 
• Correcting amendments were made at 57 FR 24363, June 9, 1992, to reinstate diag-
nostic codes 8510 through 8730, which had been inadvertently omitted at 54 FR 49754, 
Dec. 1, 1989. 
 

Mental Disorders • The entire body system was revised at 71 FR 52695, Oct. 8, 1996. There were exten-
sive revisions in the preamble section and in the diagnostic codes throughout this body 
system, including new categories, new codes, removed codes, and the incorporation of 
conditions from removed codes into existing or new codes. DSM-IV was the basis for 
many of the revisions made. 
• In the schizophrenia and other psychotic disorders category, diagnostic codes 9200, 
9206, 9207, and 9209 were removed. 
• In the delirium, dementia, and amnestic and other cognitive disorders category, new 
diagnostic codes for dementia (9326) and organic mental disorder (9327) were added. 
Diagnostic codes 9302, 9303, 9306, 9307, 9308, 9309, 9311, 9315, 9322, 9324, and 
9325 were removed. 
• A category for anxiety disorders was added, under which new diagnostic codes for 
panic disorder and/or agoraphobia (9412) and anxiety disorder not otherwise specified 
(9413) were added. Diagnostic codes 9401, 9402, 9405, 9408, and 9409 were removed. 
• A category of dissociative disorders was added, under which a diagnostic code for 
dissociative amnesia, fugue, and identity disorder (9416) and depersonalization disor-
der (9417) were added. 
• A category for somatoform disorders was added. Former codes 9402 and 9409 were 
moved into the new diagnostic codes for pain disorder (9422), conversion disorder 
(9424), and hypochondriasis (9425). A new code for undifferentiated somatoform dis-
order (9423) was also added. 
• A category for mood disorders was added, and the diagnostic codes for bipolar disor-
der (9432; previously 9206), dysthymic disorder (9433; previously 9405), and major 
depressive disorder (9434; pulled from codes 9207, 9209, and 9405) were placed in this 
category. New diagnostic codes for cyclothymic disorder (9431) and mood disorder not 
otherwise specified (9435) were added. 
• A category for chronic adjustment disorder, and a new code for the disorder (9440) 
were added. 
• The category of psychophysiologic skin reaction was removed, including diagnostic 
codes 9500 through 9511 based on DSM-IV guidelines that preclude the need for a 
separate code and evaluation criteria for this disorder. 
• A category for eating disorders was added, with new diagnostic codes for anorexia 
nervosa (9520) and bulimia nervosa (9521).  
• NPRM 67 FR 63352, Oct. 11, 2002, “A Definition of Psychosis for Certain VA Pur-
poses,” was anticipated to become final in August 2006, but has not yet been issued. 
 

Dental and Oral Condi-
tions 

• The entire body system was revised at 59 FR 2529, Jan. 18, 1994.  
• New diagnostic codes for loss of more than half of the maxilla (9914), loss of half or 
less of the maxilla (9915), and malunion or nonunion of the maxilla (9916) were added. 
The previous diagnostic code for loss of whole or part of substance, nonunion, or 
malunion of the maxilla (9910) was removed because of the addition of the new codes. 
• The conditions of carious teeth, treatable; missing teeth, replaceable; dento-alveolar 
abscess; pyorrhea alveolaris; and Vincent’s stomatitis were determined to be nondis-
abling conditions; the new section 4.149 served as a replacement to address these con-
ditions. 
• Section 4.149, “Rating Diseases of the Teeth and Gums,” was revised at 62 FR 8201, 
Feb. 24, 1997. 
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5 
 

The Medical Examination and Disability Rating 
Process 

 
 
 
 
 
 
 
 
 
 
 

Processing claims for veterans’ disability compensation, including determining the ratings, is 
the responsibility of the Veterans Benefits Administration (VBA), one of the three major organi-
zations within the Department of Veterans Affairs (VA). (The other organizations are the Veter-
ans Health Administration (VHA) and the National Cemetery Administration). VBA was estab-
lished in 1953 in VA as the Department of Veterans Benefits to administer the GI Bill and the 
compensation and pension program. 

VBA’s mission is “to provide benefits and services to the veterans and their families in a re-
sponsive, timely, and compassionate manner in recognition of their service to the nation” 
(VA, 2007e). According to VA’s strategic plan, disability compensation is part of strategic goal 
1: “Restore the capability of veterans with disabilities to the greatest extent possible, and im-
prove the quality of their lives and that of their families” (VA, 2006c). To achieve this goal, VA 
has set out specific program objectives in its strategic plan. The objective most relevant to the 
disability compensation program is objective 1.2: “Provide timely and accurate decisions on dis-
ability compensation claims to improve the economic status and quality of life of service-
disabled veterans.” 

Chapter 4 has addressed the effectiveness of VA’s Schedule for Rating Disabilities (Rating 
Schedule) in assessing degree of disability for impairment purposes, with a particular focus on 
whether it is medically up to date and whether it is constructed appropriately to measure severity 
of impairment, limitation of function, quality of life, or extent of disability. This chapter ad-
dresses the process by which the Rating Schedule is applied, focusing on the timeliness, accu-
racy, and consistency of decisions on veterans’ claims. 

The key medical aspects of the disability claims process are:  
 
• development of medical evidence, such as information about degree of impairment, func-

tional limitation, and disability, which almost always includes a disability examination 
conducted by a VHA clinician or medical contractor; 
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• the rating process, in which the medical evidence is compared with the criteria in the Rat-
ing Schedule and a percentage rating is determined; and 

• the appeal process, in which the adequacy and meaning of the medical evidence is often 
the central question. 

 

ORGANIZATION OF THE VETERANS BENEFITS ADMINISTRATION 
VBA is an organization of about 13,000 employees. Staffing in FY 2006 was 12,810 full-

time equivalents (FTEs) and is estimated to be 13,104 FTEs in FY 2007. Approximately half of 
the staff (an estimated 6,425 in FY 2007) is directly devoted to administration of the disability 
compensation program (VA, 2007b). VBA has 57 regional offices, including at least one in 
every state in the nation (except Wyoming, which is served by the Denver, Colorado, regional 
office), as well as offices in Puerto Rico and the Philippines, and additional locations in Korea 
and Germany. 

Within VBA, the Compensation and Pension (C&P) Service administers the disability com-
pensation program. C&P Service also administers the dependency and indemnity compensation, 
death compensation, disability pension, death pension, burial benefits, automobile allow-
ance/adaptive equipment, clothing allowance, and specially adapted housing programs. (The 
other program components of VBA are the Vocational Rehabilitation, Education, Loan Guar-
anty, and Insurance Services.) 

Each regional office includes a veterans service center (VSC), which is the component that 
processes disability compensation claims. These centers function under a standardized structure 
called the claims process improvement (CPI) model.1 The model was designed to increase effi-
ciency in processing compensation and pension claims and to reduce the number of errors. It was 
recommended in 2001 by the Claims Processing Task Force, appointed by the VA Secretary to 
address the growing backlog of claims. The model was fully implemented in 2002, and it estab-
lished a consistent organizational structure and standard work processes across all regional of-
fices.2 The model: 

 
• requires triage of incoming mail and analysis of incoming claims; 
• emphasizes the importance of complete and accurate development of claims by veterans 

service representatives (VSRs) specially trained to do the work; and 
• promotes specialization that improves quality and the expeditious handling of claims, 

while at the same time allowing management the flexibility to adjust resources to meet 
the demands of changing workload requirements. 

 

Specialized Team Structure 
Each VSC uses six separate teams specialized to handle specific steps in the compensation 

claim process. 

                                                           
1 These descriptions of the organization and structure of a VSC are based on information provided to the Insti-

tute of Medicine (IOM) staff by the Baltimore, Maryland, Regional Office, as well as VA’s Compensation and Pen-
sion Adjudication Procedure Manual, M21-1MR, Part III, Subpart I, Chapter 1. Available: 
www.warms.vba.va.gov/admin21/m21_1/mr/part3/subpti/ch01.doc (accessed February 28, 2007). 

2 Prior to this, regional offices had more latitude to vary their organization and procedures. 
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Public Contact Team 
The public contact team handles personal interviews and telephone inquiries. Team members 

assist walk-ins, answer telephones, answer routine correspondence (including e-mails), respond 
to veterans’ assistance inquiries, and address outreach and fiduciary issues. 

VSRs on the public contact team interview veterans and collect as much information as pos-
sible to complete a veteran’s claim. If the veteran provides a birth certificate and the master re-
cord indicates an award can be prepared immediately, a VSR on the public contact team can pre-
pare the veteran’s award. If additional records are needed, such as from a VA medical center, or 
if the veteran was recently released from the military and the service medical records and the 
separation examination are on record, the public contact team will forward the claim to the triage 
team. 

The public contact team’s regular outreach activities include contacts with veterans’ service 
organizations, nursing homes, state fairs, stand-downs, and benefit clinics. 

Personnel on the public contact team include a: 
 
• coach (GS-13), 
• assistant coach (GS-12), 
• VSR (rotational) (GS-11), 
• public contact and outreach specialist (GS-10), 
• public contact specialist (GS-9), 
• field examiner (GS-10), 
• legal instrument examiner (GS-9), and 
• intake specialist (GS-7). 
 
One of the primary objectives of the public contact team is to promote a bilateral exchange of 

information with the triage team. 

Triage Team 
The triage team helps coordinate the work of the other specialized teams. Team members re-

view, control, and process all incoming mail. They also process actions that can be completed 
with little or no review of the claim folder. 

Personnel in the triage team include a: 
 
• coach (GS-13), 
• assistant coach (GS-12), 
• rating VSR (GS-12), 
• senior VSR (GS-12), 
• VSR (GS-11), 
• claims assistant (GS-6), 
• file bank coach (GS-6), and 
• file clerk/program clerk (GS-4). 
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Predetermination Team 
The predetermination team’s primary role is to develop evidence necessary for a rating to be 

made. This team is responsible for most of the medical development activity in the following 
cases: 

 
• original and reopened compensation; 
• compensation claimed due to injury or death caused by VA medical care or evaluation; 
• original and reopened disability pension; 
• original and reopened dependency indemnity compensation (DIC); and 
• basic eligibility issues requiring a rating decision. 
 
Staff on the team also prepare administrative decisions, including decisions on: 
 
• character of discharge; 
• line of duty; 
• willful misconduct; 
• deemed valid marriage (death claims); and 
• common law marriage (live claims). 
 
Personnel in the pre-determination team are the same as in the triage team. 

Rating Team3 

The rating team makes decisions on claims that require consideration of medical evidence. 
Rating VSRs (RVSRs) on the rating team rate claims that have been certified by the predetermi-
nation team as “ready to rate.” They may prepare a rating for partial grant if there is insufficient 
evidence to rate all of veteran’s medical conditions (referred to as issues) but sufficient evidence 
to make an award on one or more issues. In such a case, the rating specialist rates the issue(s) 
ready to be rated, prepares a separate deferred rating for the unresolved issues, and returns the 
claims file to the predetermination team for further development. 

Personnel on the rating team include a: 
 
• coach (GS-13); 
• assistant coach (GS-12); 
• RVSR (GS-12); and 
• claims assistant (GS-6). 

Postdetermination Team 
The postdetermination team develops evidence for non-rating issues, processes awards, and 

notifies claimants of decisions. This team also completes entitlement determinations for issues 
that do not require a rating, such as: 

 

                                                           
3 The rating process, which involves the interpretation and application of VA’s Schedule for Rating Disabilities, 

is described in more detail later in this chapter. 
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• accrued benefits; 
• apportionment decisions; 
• competency issues; 
• income changes,  
• original pension; 
• dependency issues; 
• burials; 
• death pension; 
• hospital adjustments; 
• specially adapted housing; and 
• the Civilian Health and Medical Program. 
 
Personnel on the postdetermination team include a: 
 
• coach (GS-13); 
• assistant coach (GS-12); 
• senior VSR (GS-12); 
• VSR (GS-11); and 
• claims assistant (GS-6). 

Appeals Team 
The appeals team handles decisions with which claimants have formally disagreed (i.e., ap-

pealed). The appeals team processes both appeals submitted by veterans and cases returned by 
the Board of Veterans’ Appeals (BVA) for further development, called remands. The appeals 
team is also responsible for development of remands, which may involve returning the case to 
VHA for a medical examination or opinion and for making a decision on the basis of the addi-
tional information. If the adjudicator reaffirms the original denial of the case, the case is sent 
back to BVA for review and decision. The team is intended to increase the level of accountabil-
ity and maintain control over the appeal workload. 

Personnel on the appeals team include a: 
 
• coach (GS-13); 
• decision review officer (GS-13); 
• senior VSR (GS-12); 
• RVSR (GS-12); 
• VSR (GS-11); 
• claims assistant (GS-6); and 
• file clerk/program clerk (GS-4). 
 

Role of the VSR and RVSR  
VSRs on the public contact, triage, predetermination, postdetermination, and appeals teams 

perform a vital role in the compensation claim adjudication process. They conduct interviews, 
identify issues, gather relevant evidence, adjudicate certain claims, authorize payments, and in-
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put data for award generation and notification of the veteran. However, the key staff person in 
the actual disability rating is the RVSR, who is on the rating team. The rating team and the dis-
ability rating produced by that team is the central component of the veterans’ disability compen-
sation claims process. (There are also RVSRs on the triage and predetermination teams because 
those teams perform a limited number of the ratings in certain circumstances and also assess 
whether the medical evidence is sufficient to support a rating decision.) 

The RVSR serves as the decision maker for most claims involving rating decisions. He or she 
analyzes claims, applies the Rating Schedule, and prepares rating decisions that inform the VSR 
and/or claimant of the decision and the basis for the decision. There is routine collaboration be-
tween the RVSR and the other members of a given team, which includes VSRs and the decision 
review officer (DRO). The RVSR is also available to discuss claims with veteran service organi-
zation (VSO) representatives. In addition, the RVSR may directly interact with the veteran and 
his or her representative or advocate. 

An RVSR is required to analyze claims to determine: 
 
• if diseases and injuries were incurred or aggravated by military service in the line of duty 

for purposes of compensation, hospital and outpatient treatment, provision of prosthetics, 
vocational training, and related employment and compensation benefits; 

• a need for examination, reexamination, and hospitalization for observation of veterans 
and their dependents and the character of these examinations; and 

• the competency of veterans, their dependents, and beneficiaries, and the permanent inca-
pacity of a veteran’s children or widow or widower for self-support, as well as testamen-
tary capacity for insurance purposes. 

 
As needed, the RVSR may ask the VSR to initiate action to obtain evidence needed to sup-

port a veteran’s claim. In some cases, the RVSR monitors the claim to eliminate unnecessary de-
lays. 

The RVSR determines service-connection; percentage of disability; permanent and total dis-
ability; and entitlement to compensation, pension, and vocational training; medical and dental 
treatment; automobiles or other conveyances; insurance; specially adapted housing; dependent 
education allowances; and other ancillary benefits. He or she is fully accountable for proper 
analysis, appropriate development, proper application of the Rating Schedule, and final rating 
determinations.4 

MEDICAL EVALUATION PROCESS 
Claims for disability compensation are initiated when a veteran files an application, either 

online or at a regional office. VA rules require that “[a] specific claim in the form prescribed by 
the Secretary must be filed in order for benefits to be paid to any individual under the laws ad-
ministered by VA.”5 However, any communication or action indicating an intent to apply for 
benefits from a claimant or his representative may be considered an informal claim.6 

VA and the Department of Defense (DoD) also established a program in 1998 to help service 
members initiate a disability compensation claim at their military base prior to being discharged. 
Called Benefits Delivery at Discharge (BDD), the program is in effect in 140 locations in the 
                                                           

4 Based, in part, on Position Description, Veteran Service Representative (Rating), RFSR, GS-996-12. 
5 38 USC 5101(a) and 38 CFR 3.151. 
6 38 CFR 3.155. 
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United States, Korea, and Germany. It currently operates under a 2004 memorandum of agree-
ment between VA and DoD to create a cooperative separation medical examination process to 
ease the transition from service to veteran status. The BDD program “enables separating service 
members to file disability compensation claims with VA staff at military bases, complete physi-
cal exams, and have their claims evaluated before, or closely following, their military separation” 
(U.S. Congress, House of Representatives, Committee on Veterans’ Affairs, 2007a). In FY 2006, 
40,600 claims were filed through the BDD program (about five percent of the compensation 
claims that year) (VDBC, 2007). BDD sites took in 30,000 claims in FY 2004 and 35,000 in FY 
2005 (U.S. Congress, House of Representatives, Committee on Veterans Affairs, 2005c). VA 
reports that the BDD process reduces the average time for an adjudication decision to approxi-
mately 60 days (compared with 160–180 days for processing regular claims) (U.S. Congress, 
Senate, Committee on Veterans Affairs, 2007). VA’s goal is to have 65 percent of the original 
claims made by veterans made within the first year after release from active duty be filed at a 
BDD site (the actual percentage in FY 2006 was 50 percent) (VA, 2006). In 2005, VBA consoli-
dated the rating of BDD claims in two regional offices to “bring greater consistency of decisions 
on claims filed by newly separated veterans” (U.S. Congress, House of Representatives, Com-
mittee on Veterans Affairs, 2005a). 

In addition to BDD, which is not available to wounded or injured service members being 
considered for separation for inability to perform their duties, DoD provides VA a monthly list of 
service members referred to a physical evaluation board by a medical evaluation board.7 The list 
enables VA to contact service members likely to be separated while they are still in the service to 
facilitate their transfer to VA health care and benefits when they separate. In spinal cord injury 
cases, DoD and VA have a memorandum of understanding under which active duty service 
members can be treated in VHA’s specialized spinal cord injury centers, and more recently a 
similar arrangement has been made for treatment of traumatic brain injury (TBI) and polytrauma 
cases in VHA’s TBI and polytrauma centers. As of the end of FY 2006, DoD had sent VA con-
tact information for 13,622 individuals (U.S. Congress, Senate, Committee on Veterans Affairs, 
2007).  

Upon receipt of a “substantially complete application” (which includes the claimant’s name, 
his or her relationship to the veteran, sufficient service information for VA to verify the veteran’s 
service and claimed medical condition or conditions), VA will begin to process the claim. In ac-
cordance with the Veterans Claims Assistance Act (VCAA) of 2000, VA has a “duty to assist” 
the claimant. VA must give the claimant written notification of the evidence that is necessary to 
substantiate the claim. It must also tell the claimant who (i.e., VA or the claimant) is responsible 
for obtaining that evidence. VA must make reasonable efforts to obtain relevant records not in 
the custody of the federal government, and it must make as many requests as are necessary to 
obtain relevant records within the custody of federal departments or agencies, including the vet-
eran’s service medical records and VA records of examination or treatment. However, VA en-
courages applicants to submit copies of their own medical records in order to expedite the claim 
(Box 5-1). 

 
 
 
 

                                                           
7 As part of DoD’s disability evaluation system, medical evaluation boards refer individuals deemed unable to 

carry out their duties to a physical evaluation board, which usually results in separation from service. 
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The evidence development phase of disability claims processing often takes the largest por-
tion of time in the entire process. Multiple requests may be necessary to obtain needed informa-
tion. This phase of the claims process is managed by the predetermination team in the VSC. The 
team sets diaries (deadline dates) for receipt of requested information, then determines the need 
for a VA medical examination to determine current level of disability or to provide a medical 
opinion as to whether the current disability is related to the veterans military service (referred to 
as “medical nexus”). 

Compensation and Pension Examinations 
According to VA, “The purpose of C&P examinations is to provide the medical information 

needed to reach a legal decision about a veteran’s entitlement to VA monetary benefits based on 
disability” (Brown, 2003). Obtaining a C&P medical examination is part of VA’s duty to assist 
the applicant. An examination is required: 

 
• when a veteran files a claim for service connection and submits evidence of disability; 
• when a service-connected veteran asserts a worsened condition; 
• to provide medical nexus; 
• to reconcile diagnoses; 
• as directed by BVA; and 
• as required by regulation (Pamperin, 2006). 
 

BOX 5-1 Excerpt from VA Publication Understanding the Disability Claim Process 
 

What VA Does after It Receives Your Claim 
 
After VA receives your Application for Compensation, it sends you a letter. The letter ex-

plains what VA needs in order to help grant your claim. It states how VA assists in getting 
records to support your claim. The letter may include forms for you to complete, such as 
medical releases. They help VA obtain pertinent medical records from your doctor or hospital. 
You should try to complete and return all forms VA sends within a month. Your claim can 
often be processed more quickly if you send a copy of your own medical records.  

 
What Records VA Obtains to Support Your Claim 

 
VA then attempts to get all the records relevant to your claimed medical conditions from 

the military, private hospitals or doctors, or any other place you tell us. The person who de-
cides your claim (called a Rating Veterans Service Representative) may order a medical ex-
amination. This examination is free of charge. It is extremely important that you report for 
your examination at the scheduled time to avoid delaying your claim. 

 
SOURCE: VA, 2007f. 
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VA may accept a medical report from a private physician if it is “adequate for rating pur-
poses.”8 However, C&P examinations are ordered in most disability compensation claims for 
several reasons: to obtain current medical information, to obtain information relevant to disabil-
ity (such as functional impacts of an impairment) rather than the diagnostic and treatment infor-
mation sought in a standard medical examination, and to have information from someone more 
independent than the applicant’s treating physician might be. 

In FY 2005, VA obtained more than a half million C&P examinations. VHA performed 84 
percent of these examinations in their medical facilities, and the remaining 16 percent were ob-
tained from a contract examination provider (QTC, 2006). Examinations from VHA generally 
take about 35 days to complete, and those from the contract provider take about 38 days (Pam-
perin, 2006). 

Generally, the predetermination team in the regional office’s VSC determines the kind of ex-
amination needed based on the available medical records and uses one or more of 58 examina-
tion worksheets (referred to as AMIE worksheets, after the Automated Medical Information Ex-
change system for which they were originally developed in 1997) to describe for the examiner 
the specific requirements of the examination. There are separate worksheets for specific diagno-
ses (e.g., diabetes mellitus, hypertension, cold injury, posttraumatic stress disorder (PTSD)) and 
for certain body systems (e.g., eye, genitourinary, dental and oral, mental, hemic disorders), and 
there is one sheet for a general medical examination. Although there are 58 different examination 
worksheets, the 10 most frequently requested examinations account for 67 percent of C&P ex-
ams (Brown, 2006b) (Table 5-1). 

 
TABLE 5-1 The 10 Most Requested Medical Examinations 

Examination Worksheet 
Percent of 

Exams 
1. General Medical Examination 18.9 
2. Joints (Shoulder, Elbow, Wrist, Hip, Knee, and Ankle) 11.7 
3. Audio 8.7 
4. Spine (Cervical, Thoracic, and Lumbar) 8.4 
5. Mental Disorders (Except Initial PTSD and Eating Disorders) 5.7 
6. Eye 3.5 
7. Initial Evaluation for PTSD 2.8 
8. Feet 2.7 
9. Review Examination for PTSD 2.7 

10. Skin Diseases (Other than Scars) 2.7 
 Cumulative Total 67.2 

SOURCE: Brown (2006b). 
 
The first 57 examination worksheets were last thoroughly revised (by a workgroup with rep-

resentation from VHA, VBA, and BVA) when they were incorporated in the AMIE system in 
1997. Using the AMIE system, they can now be downloaded by examiners in the VA medical 
centers. The 58th worksheet, for social and industrial assessments surveys, was added in 2004. In 
addition, the diabetes mellitus worksheet was updated in 2004, and those for eating disorders; 
initial evaluation of PTSD; review examination for PTSD; joints; mental disorders except PTSD 
and eating disorders; nose, sinus, larynx, and pharynx; prisoner of war (POW) protocol examina-
tions; and spine were updated in 2005 (VA, 2007d). 

                                                           
8 38 CFR 3.326, “Examinations.” 
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In 2002, another VHA/VBA/BVA workgroup developed the C&P Service Clinician’s Guide 
(VA, 2002a). The guide includes the exam worksheets and additional information on conducting 
each kind of examination. VA has also developed two more detailed guides for particular exami-
nations: Best Practice Manual for Posttraumatic Stress Disorder (PTSD) Compensation and 
Pension Examinations (VA, 2001b) and Handbook of Standard Procedures and Best Practices 
for Audiology Compensation and Pension Examinations (VA, 2004b). 

In 2004, VA began fielding online examination templates for each of the AMIE worksheets 
in graphical user interface format. These “intelligent,” point-and-click templates are designed to 
structure the information gathering and reporting process, thus increasing completeness, consis-
tency, and timeliness of examination reports. As of April 2005, a version of each of the auto-
mated templates was installed in all examination sites (U.S. Congress, House of Representatives, 
Veterans Affairs Committee, 2005b). The templates had been used 290,000 times as of the end 
of February 2007 and accounted for about 28 percent (21,125 of 75,000) of the C&P examina-
tions performed by VHA that month. Of 102 sites using the templates, 59 completed more than 
1,000 in January 2007. According to the director of the Compensation and Pension Examination 
Program (CPEP), VA is committed to mandating template use, and key stakeholder feedback and 
refinement activities are underway prior to taking that step (Brown, 2007). 

The regional office requesting an examination is responsible for specifying the type of ex-
amination required and any special reports or studies that are needed. The VHA health-care facil-
ity decides who will perform the examination and where and how the examination will be con-
ducted. The regional office may request specific specialist examinations, but the physician 
examiner may also decide if a specialist examination is necessary on a case-by-case basis (VA, 
2006b). If the examination is being conducted on a remanded case, BVA usually requires the ex-
aminer to review the entire claims file, including service records, medical records, and previous 
C&P examination reports. 

In addition to medical information, such as the results of tests or examinations, the examiner 
may be asked to provide an expert opinion on such questions as whether a condition is related to 
a specific event during service in the military, or a preexisting condition was aggravated in ser-
vice, or a condition may be a secondary manifestation or consequence of a condition that was 
service-connected previously. In these cases, the examiner is asked to use the following termi-
nology: 

 
• is due to (100% sure); 
• more likely than not (greater than 50%); 
• at least as likely as not (equal to or greater than 50%); and 
• not at least as likely as not (less than 50%) (VA, 2002a). 
 
The VSC uses the Compensation and Pension Record Exchange (CAPRI) system (the suc-

cessor to AMIE) to order C&P examinations from VHA. This system still relies on the AMIE 
worksheets for examination specifications. CAPRI allows more efficient communication be-
tween VBA and VHA by directly linking their information systems and thereby providing VBA 
with direct, online access to VHA medical data (VA, 2005a). 

VHA C&P examiners are supposed to conduct the examination in accordance with the for-
mat of the AMIE worksheets and the C&P Service Clinician’s Guide (VA, 2002a), but they do 
not have to use the worksheets to report the examination, as long as they provide: 
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• an up-to-date, brief, medical and industrial history from the date of discharge or the last 
examination; 

• a record of subjective complaints; 
• a complete description of objective findings stated in concrete terms; 
• a diagnosis of all described conditions; 
• answers to any questions specifically requested in the examination request; 
• opinions specifically requested in the examination request; 
• a diagnosis or notation that a chronic disease or disability was ruled out for each disabil-

ity, complaint, or symptom listed on the examination request, and 
• the clinical findings required by the rating schedule for the evaluation of the specific dis-

ability being claimed (VA, 2006b). 
 
The VSC orders examinations from the contract examination provider, QTC, using the Vet-

erans Examination Request Information System (VERIS). The VSR or other authorized em-
ployee enters exam requests on a daily basis. An encrypted file is transferred to QTC. After the 
examination is complete, the VSR or other authorized employee logs directly into QTC’s secure 
website to download the completed exams in batches (Pamperin, 2006). QTC examiners are pro-
vided with a template for online reporting but are not required to use it as long as they provide 
the required information. 

If an examination report does not include sufficiently detailed information to support the di-
agnoses or about the effects of diagnosed conditions on functioning, the RVSR is instructed to 
return the report as inadequate for rating purposes. 

Examiner Qualifications, Training, and Quality Assurance—VHA 
Training and qualifications of examiners who perform C&P examinations in VHA are moni-

tored by the CPEP, a joint initiative between VHA and VBA that was established in 2001 to im-
prove the C&P examination process. CPEP focuses on the 10 most frequently requested exami-
nations.9 It first establishes baseline performance for examiners, then develops performance 
improvement initiatives, monitors performance, and provides feedback. It relies on a quality in-
dicator approach, focusing on selected important and representative elements (rather than a com-
prehensive audit of all possible elements). Core quality indicators apply to all examination types, 
but there are additional examination-specific quality indicators as well. CPEP has produced regu-
lar reports of the top 10 examination types since 2003, based on data collected starting in 2001 
(Brown 2006a; 2006b).  

In May 2006, VA’s Under Secretary for Health and Under Secretary for Benefits initiated a 
mandatory certification procedure for clinicians who perform C&P examinations, directing the 
CPEP to “provide every clinician who performs C&P exams for VHA, whether employee or 
contractor, the necessary training to have a full understanding of the requirements of the proc-
ess…. Individuals who meet the training requirements for certification will be tracked, and this 
data will be made available to the credentialing and privileging authority for their respective 
healthcare facility.” Although this certification program is still under development, the program 
will consist of educational content, videotape and web-based training, and testing (Brown, 
2006a; 2006b; 2007). 

                                                           
9 In FY 2007, the audio examination, which had demonstrated consistently high performance, was replaced by 

the diabetes examination, as one of the 10 examinations being monitored for quality performance (Brown 2007). 
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For most examinations, VHA decides on a case-by-case basis the appropriate level of train-
ing the examiner must have. However, for initial mental disorder examinations (including PTSD 
examinations) the exam must be conducted by a board-certified or board-eligible psychiatrist or 
licensed doctorate-level psychologist or, under their close supervision, by a psychiatry resident, 
doctorate-level mental health provider, or clinical/counseling psychologist with one-year intern-
ship or residency completed (VA, 2006e). Auditory examinations must be performed by licensed 
audiologists. 

Examiner Qualifications, Training, and Quality Assurance—QTC 
QTC currently provides C&P examinations for 10 VA regional offices and 26 BDD sites, us-

ing a network of approximately 1,600 private practitioners under contract to QTC. QTC also has 
clinics in California, Texas, and Virginia in which examiners are employees of QTC. Examiners 
who perform C&P examinations for QTC must be: 

 
• graduates of an accredited medical school (M.D. or D.O.); 
• licensed to practice medicine in the location(s) where they conduct examinations; 
• board certified or board eligible;  
• clear of Medicare, Medicaid, and any other federal exclusions; and 
• covered by malpractice insurance. 
 
QTC trains their examiners and monitors performance in an internal quality assurance pro-

gram, which includes a probationary period with review and quality feedback. QTC has full-time 
quality assurance personnel who review all reports for quality before they are released, ensuring 
that they adhere to AMIE worksheet requirements. Quality assurance personnel also identify any 
negative trends, and retrain or dismiss problematic providers (QTC, 2006). The 150 contract 
psychiatrists who perform PTSD examinations are given additional training (Shahani, 2005). 

QTC developed a training manual for its examiners, which was approved by the VBA medi-
cal director. It trains examiners either in person or during several conference calls. QTC’s policy 
is to monitor examiners’ work closely for the first three months. If the work is not satisfactory 
(i.e., exam reports do not meet AMIE worksheet requirements), he or she is released. QTC has a 
quality control person on each administrative team who works with examiners to scrutinize each 
report before it goes to VA.10 As noted above, reports of new examiners are analyzed in detail 
for the first three months and feedback is provided. To ensure QTC examination quality, the 
C&P Services’ medical director reviews a random sample of 384 reports each quarter. At least 
92 percent of the reports must be complete, and there are financial penalties for failing to meet, 
and incentives for exceeding, that figure.11 

According to the VA Inspector General, “There is little difference between the quality of 
contractor-produced C&P examinations and VA [VHA] examinations and their impact on the 
degrees of disability that are eventually awarded to the veterans.” This finding was based on a 
comparison of a set of examination reports from each organization and the results of a survey of 
raters (VA, 2005b). 

                                                           
10 QTC has administrative teams, each of which works with a set of contract examiners. Each team consists of a 

case coordinator, quality assurance coordinator, and case technician. 
11 Information provided by Bonnie Miranda, Assistant Director for Training, Compensation and Pension Ser-

vices, VBA, in response to committee staff questions, dated August 18, 2006. 
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THE DISABILITY RATING PROCESS 
After all development actions are complete, the VSC predetermination team refers the claim 

to the rating team for a rating. The rating team reviews all the evidence associated with the 
claim, makes decisions on issues raised by the claimant, and identifies any inferred issues that 
should be addressed. The team documents the rating decision in a standard format, using an 
automated rating preparation system called Rating Board Automation (RBA) 2000. After com-
pleting the rating decision, the team routs the claim to the postdetermination team. 

The postdetermination team implements the rating decision by preparing either a monetary 
award or a denial. It also prepares notification letters for the claimant and representative. 

When performing a rating evaluation, RVSRs consider all evidence associated with the 
claim. This includes service medical records, VA medical examination records, clinical summa-
ries from VA medical centers where treatment has been provided to the veteran, and evidence 
provided from private sources, such as the veteran’s treating physician. 

Primary guidance for performing rating evaluations are contained in the Rating Schedule it-
self, the Compensation and Pension Adjudication Procedures Manual, M21-1MR, and internal 
program guides. Underlying principles that provide the philosophical base for rating evaluations 
include (but are not limited to): 

 
• Each disabling condition shown by a veteran’s service records, or for which he seeks a 

service connection must be considered on the basis of the places, types and circumstances 
of his service…Determinations as to service connection will be based on review of the 
entire evidence of record, with due consideration to the policy of VA to administer the 
law under a broad and liberal interpretation consistent with the facts in each individual 
case (38 CFR 3.303). 

• The veteran will be considered to have been in sound condition when examined, accepted 
and enrolled for service, except as to defects, infirmities, or disorders noted at entrance in 
service, or where clear and unmistakable (obvious or manifest) evidence demonstrates 
that an injury or disease existed prior thereto and was not aggravated by such service. 
Only such conditions as are recorded in examination reports are to be considered as noted 
(38 CFR 3.304b). 

• Rating agencies will handle cases affected by change of medical findings or diagnosis, so 
as to produce the greatest degree of stability of disability evaluations consistent with the 
laws and VA regulations governing disability compensation and pension. It is essential 
that the entire record of examinations and the medical-industrial history be reviewed to 
ascertain whether the recent examination is full and complete, including all special ex-
aminations indicated as a result of general examination and the entire case history (38 
CFR 3.344). 

• It is the responsibility of the rating specialist to interpret reports of examination in the 
light of the whole recorded history, reconciling the various reports into a consistent pic-
ture so that the current rating may accurately reflect the elements of disability present. 
Each disability must be considered from the point of view of the veteran working or seek-
ing work (38 CFR 4.2). 

• Every element in any way affecting the probative value to be assigned to the evidence in 
each individual claim must be thoroughly and conscientiously studied (38 CFR 4.6). 
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• Where there is a question as to which of two evaluations shall be applied, the higher 
evaluation will be assigned if the disability picture more nearly approximates the criteria 
required for that rating (38 CFR 4.7). 
 
As illustrated by this (partial) list, the RVSR must assess several areas in order to develop 

a rating decision. All of the guiding principles in the Rating Schedule must be considered, as 
they apply, for each decision component of the rating. These basic decision components in-
clude: 

 
• a determination that the veteran has a disabling condition or conditions; 
• a determination as to whether each disability is service-connected; 
• a determination on the evaluation level (10%, 20%, etc.,) to be assigned for each service-

connected disability (done through referral to sections 4.71a to 4.150 of the Rating 
Schedule, where specific disabilities are listed, along with diagnostic criteria and associ-
ated evaluation levels); and 

• an effective date for entitlement to payment for each service-connected condition. 
 
RVSRs assign evaluation levels based on the tables, diagnostic codes, and the percentages 

provided in the Rating Schedule, correlating the medical evidence in the individual case to the 
criteria and percentages provided in the Rating Schedule.  

When multiple conditions have been evaluated, a combined rating evaluation is performed 
according to a “combined rating table” found in 38 CFR 4.25. 

To the extent that the Rating Schedule reflects current medical diagnostic knowledge, as-
sessment of disability, and treatment, the resultant rating evaluation should accurately reflect dis-
ability. To the extent that the Rating Schedule is outdated, the resultant rating evaluation will be 
subject to distortions and imprecision. 

The standard rating evaluation decision format contains the following sections: Introduction, 
Decision, Statement of Evidence, Reasons and Bases for the Decision. It also includes a section 
called Coded Conclusion, containing statistical information about the veteran, the specific 
evaluations, and the combined evaluation. The RVSR signs the completed rating decision. 

The discussion above shows that the rating process is complicated and multifaceted. The 
technicians who execute the ratings are expected to have substantial expertise in VA law and the 
medical aspects of the Rating Schedule. Rating team personnel are generally grouped together in 
a section or sections of the VSC. The RVSRs do their evaluations individually, however. They 
do not have routine access to medical practitioners or legal experts as they conduct their assess-
ments. They have only their training guides and regulations to interpret. 

Quality Review Process 
VBA’s primary means of assessing the quality of the rating process is a program called Sta-

tistical Technical Accuracy Review (STAR). The STAR program was developed in the late 
1990s in response to concerns about the accuracy of C&P claims adjudications. In FY 2006, the 
program was staffed with 18 senior, experienced VSRs and RVSRs from within VBA (VA, 
2006). These employees are recruited and managed by the C&P Service. Most employees are 
located in Nashville, Tennessee, although some STAR staff work from the VA Central Office 
(VACO). 
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STAR reviews are done based on a standard protocol that asks questions in the following ar-
eas: 

 
• Were all issues in the claim addressed, including inferred issues? 
• Was evidentiary development done properly and thoroughly in accordance with the Vet-

erans Claims Assistance Act? 
• Were decisions on grant or denial, and percentage evaluation assigned correct? 
• Were payment dates and rates correct? 
• Were decisions properly documented? 
• Were notifications of decision sent and appropriate? 
 
STAR reviews are conducted by the national staff in Nashville, usually several weeks after 

the rating decision has been completed. 
VA also began a new program, Statistical Individual Performance Assessment, in 2002 to of-

fer immediate feedback on claims processing, including ratings, and to promote accuracy and 
consistency of claims adjudication. It also was intended to provide performance management 
results at the individual employee level. The original plan was to have supervisors review 10 
cases from each technician every month, correcting errors before decisions were made. The pro-
gram was absorbed into the employee performance management system. 

APPEAL PROCESS12 
A veteran (or other applicant, such as a surviving spouse, child, or parent of a veteran) who 

disagrees with a VA regional office’s decision can file an appeal either to the local regional of-
fice (for reconsideration of the original decision) or to BVA. If the veteran chooses to appeal to 
the regional office, but is still dissatisfied with the decision, he or she may then appeal to BVA. 
If still dissatisfied, the veteran may file additional appeals (in sequential order) to: 

 
• the U.S. Court of Appeals for Veterans Claims; 
• the U.S. Court of Appeals for the Federal Circuit; and  
• the U.S. Supreme Court. 
 
Although a veteran can appeal for any reason, issues frequently appealed include disability 

compensation, pension, education benefits, recovery of overpayments, and reimbursement for 
unauthorized medical services. The two most common appeals are made by veterans who feel 
that (1) the VA regional office denied them benefits for an impairment (i.e., it was declared not 
to be service-connected) that they believe began while they were in service, and (2) the severity 
rating assigned to the impairment was too low and an increase in the rating level is warranted 
(BVA, 2002a). 

Appeal Steps 

To begin the appeal process, a veteran files a written notice of disagreement (NOD) with the 
field office from which the disputed decision was issued. For most compensation cases, the ap-
peal must be filed within one year from the date of the decision. 

                                                           
12 For a detailed description of the appeal process, see BVA (2000a). 
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If more than one claim is at issue (e.g., a claim for compensation based on an orthopedic 
condition and claim for compensation on a respiratory condition), the NOD must be specific 
about which issue or issues are being appealed. If a veteran is appealing to the regional local of-
fice (rather than BVA), he or she may choose to have the case handled in the traditional appellate 
review process (in which an RVSR handles the appeal) or to have the file be reviewed by a 
DRO. DROs provide a second review of an appellant’s entire file, and they can hold a personal 
hearing about an appellant’s claim. DROs are authorized to grant the contested benefits based on 
the same case record that the local office used to make the initial decision. 

After completing any additional development or proceedings, the RVSR or DRO (as appro-
priate) sends the veteran either a favorable decision on all issues, or a statement of case explain-
ing the reasons for the decision not to allow the appeal, along with VA Form 9, the substantive 
appeal form, which the veteran may use to ask for a BVA review of the decision. VA Form 9 
must be filed within 60 days of the mailing of the statement of case, or within one year from the 
date VA mailed its decision, whichever is later. (The 60-day period for filing a substantive ap-
peal can be extended for “good cause.”) 

On Form 9, the veteran states the desired benefit, notes perceived mistakes in the statement 
of case, and comments on anything with which he or she disagrees. If the veteran submits new 
evidence or information with the substantive appeal, such as records from recent medical treat-
ments or evaluations, the VA local office prepares a supplemental statement of case, which is 
similar to the statement of case, but addresses the new information or evidence submitted. 

The local VA office sends a letter to the veteran who files an appeal to BVA when the claims 
folder is transferred to BVA in Washington, DC. Generally, the appellant has 90 days (from the 
date of the letter) or until BVA decides his or her case, whichever comes first, during which to 
submit more evidence, request a hearing, or select or change a representative. 

At personal hearings veterans meet with either a DRO at the regional office or a BVA mem-
ber (at BVA hearings). Personal hearings are informal. Appellants in most areas of the country 
can choose to hold a BVA hearing, commonly called a travel board hearing, either at the re-
gional office or at the BVA office in Washington, DC. Some regional offices are also equipped 
to hold BVA hearings by videoconference with the appellant at his or her regional office and the 
board member in Washington, DC, which is considered the most expedient choice. BVA held 
2,700 hearings by videoconference in FY 2006, up from 1,300 in FY 2000, and expects this 
number to continue to rise (BVA, 2006). 

After the hearing, a BVA board member will review a transcript of the hearing (if applicable) 
and the appellant’s file and make a decision either allowing or denying the case. Appeals may be 
dismissed in certain limited circumstances. However, if BVA cannot make a final decision, it 
may remand the case (i.e., send the claim back to the regional office) for additional development 
and a new determination. If after completing the additional development, the local office is again 
unable to allow the claim, it returns the case to BVA for a final decision. 

Board of Veterans’ Appeals 
BVA is a quasi-judicial, organizationally independent component of VA that reports directly 

to the VA Secretary and makes final agency decisions with respect to claims for veterans’ bene-
fits. BVA reviews all appeals for entitlement to veterans’ benefits on behalf of the VA Secretary, 
including appeals involving claims for service connection, increased disability ratings, individual 
unemployability, pension, insurance benefits, educational benefits, home loan guaranties, voca-
tional rehabilitation, and dependency and indemnity compensation, and also determinations of 
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duty status, marital status, dependency status, and effective dates of benefits. In FY 2005, 94 
percent of the cases were appeals of compensation decisions by regional offices (Terry, 2006a). 

The law requires BVA to decide cases on a “first come, first served” basis. To do that BVA 
assigns cases a docket number in the order in which cases are received. A veteran may file a mo-
tion to advance the case if he or she believes that his or her appeal should be decided sooner than 
the appeals of others.  

BVA decides cases de novo (that is, it make a brand new decision, rather than reviewing the 
prior decision), so it gives no deference to the regional office decision being appealed. Decisions 
are based only on the law, VA’s regulations, precedent decisions of the courts, and precedent 
opinions of VA’s General Counsel. BVA performs an analysis of credibility and probative value 
of evidence and considers all potentially applicable provisions of law and regulations. Final deci-
sions must include: 

 
• findings of fact; 
• conclusions of law; 
• analysis of the reasons and bases for the decision on each material issue of fact and law; 

and 
• an order granting or denying the appeal (Terry, 2006a). 

BVA Organization and Staffing 
BVA consists of a chairman, vice chairman, senior deputy vice chairman, 56 veterans law 

judges (VLJs), 4 of whom are deputy vice chairmen and 8 of whom are chief judges), 248 staff 
counsel, and other administrative and clerical staff (Terry, 2006a). Staff is organized into four 
decision teams with jurisdictions covering four geographical regions—the Northeast, Southeast, 
Midwest, and West (including the Philippines). Each decision team includes: 

 
• 1 deputy vice chairman, 
• 2 chief judges, 
• 11 VLJs, 
• 2 senior counsel, and 
• 60 counsel and associate counsel. 
 
Each VLJ works with five to six attorneys (counsel and associate counsel) as a small team. 

The attorneys “review the claims file, research the applicable law, and prepare a comprehensive 
draft decision or remand document that details the relevant law and evidence. The document and 
the claims folders are then forwarded to the assigned VLJ for review, approval, revision, and 
signature” (Terry, 2006b). 

When an appellant’s docket number is reached, the file is prepared by staff and the decision 
approved by a VLJ. Each VLJ is expected to complete a minimum of 752 decisions per year as 
his or her “fair share” of BVA’s total workload and conduct three one-week travel boards to re-
gional offices. Counsel, who draft decisions, are asked to draft at least 156 decisions per year 
(Terry, 2006b). 
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BVA Workload 
In FY 2006, BVA received 41,802 appeals and issued 39,076 decisions (BVA, 2006). These 

included 37,295 decisions on compensation cases, of which: 
 
• Twenty percent involved a grant on at least one issue; 
• Forty-six percent involved a denial of all issues; 
• Thirty-two percent involved a remand to the agency of original jurisdiction, meaning the 

regional office; and 
• Two percent of the dispositions were classified as “other” (BVA, 2006). 

Sources of Medical Expertise in BVA 
Prior to passage of the Veterans Judicial Review Act of 1988, BVA had always used expert 

panels to adjudicate claims. Each three-person section of BVA had a physician member, “whose 
medical judgment often controlled the outcome of an appeal” (BVA, 1996b:32).13 BVA physi-
cian members acted as adjudicators and as providers of expert advice and medical opinions, and 
they also helped train BVA’s attorneys (BVA, 1996b). 

The 1988 Act changed BVA from functioning as a panel of experts to one in which inde-
pendent judges weigh and consider only the evidence of record. A subsequent series of opinions 
by the Court of Appeals for Veterans Claims barred BVA physicians from acting as adjudicators. 
“In the cases of Gilbert v. Derwinski, Colvin v. Derwinski, and Hatlestad v. Derwinski, the Court 
held, in essence, that the Board could no longer base its decisions on its own medical expertise, 
including that of physicians then serving as Board members” (BVA, 1996a:18). Since then, all 
board members have been lawyers, although there is no requirement that they be lawyers. 

In response to the court decisions, BVA converted some of its physicians (two full-time and 
three part-time) from board members to advisers who provided expert medical opinions on the 
record when needed to adjudicate a case. They also provided informal advice to attorneys and 
VLJs, gave educational lectures on medical topics, and reviewed requests for VHA and outside 
medical advisory opinions “to ensure accuracy in the way in which the evidence is reported and 
the questions are framed” (BVA, 1997:14). However, using BVA physicians to provide expert 
opinions was soon barred by court decisions that questioned the fairness and impartiality of 
BVA’s own medical advisers (BVA, 2001).14 Because BVA cannot use its own expertise to “fill 
in the blanks,” it is very reliant on adequate development of medical evidence in the case by the 
regional office to render a decision, according to BVA’s chairman. It also increases the time 
BVA attorneys need to analyze the medical evidence in the record, conduct research, and explain 
the medical principles upon which their decisions rely, including citations of independent author-
ity, such as medical treatises, texts, journals, and epidemiological studies (Terry, 2006a). 

Currently BVA has a single medical advisor position, filled by a physician. 
 
The medical advisor’s duties are to review draft outside medical opinions for the purpose of 
advising the originating VLJ as to the proper medical specialist to address the opinion request 

                                                           
13 The three-person panels with a physician member reflected the composition of the rating boards at regional 

offices at that time (BVA, 1994:30-31). 
14 See Austin v. Brown, 6 Vet. App. 547 (1994), Williams v. Brown, 8 Vet. App. 133 (1995), and Perry v. 

Brown, 9 Vet. App. 2 (1996). 
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and whether the questions posed are adequate to elicit a meaningful response from that spe-
cialist. 
 
The Medical Advisor also provides training on medical issues to the Board’s VLJs and 
staff counsel. Additionally, he is available to consult with staff counsel and VLJs to read 
medical records and provide background information and training on medical issues en-
countered in review of particular claims. He is not involved in the adjudication of the ap-
peal (Keller, 2007). 
 
BVA also began to obtain expert medical advice from VHA clinicians and, occasionally, the 

Armed Forces Institute of Pathology (AFIP). It also used its authority to obtain advisory medical 
opinions from independent experts more frequently: 

 
In an effort to alleviate the need for BVA to remand cases for additional medical infor-
mation, we established a VHA medical opinion program. The board maintains a list of 
participating hospitals and their specialty, if any. When a case requires a medical opinion, 
a hospital is selected according to the particular need, and a specialist prepares an opinion 
answering the board’s questions. This program cuts the cost and time—sometimes six to 
nine months—to obtain an independent outside medical opinion (VA, 2000:29). 
 
In FY 2006, for example, BVA requested 643 outside medical opinions (464 from VHA, 4 

from AFIP, and 175 from independent medical examiners. This was more than was requested 
from those sources in 2004 and 2005 (560 and 513, respectively).15 

Medical opinions are generally sought for establishing medical nexus, differential diagnosis, 
unusual or complex issues, and legal issues, such as injury of the veteran being examined by 
VHA. Medical opinion may be needed to establish service connection when a veteran’s record: 

 
• contains competent evidence of current disability, or persistent or recurrent symptoms of 

disability; 
• contains supporting evidence of an in-service event, injury, or disease, or presumptive 

disease or symptoms; 
• indicates claimed disability symptoms may not be associated with service; or 
• does not contain sufficient competent medical evidence to decide the claim (Terry, 

2006a). 
 
No specific formula exists to use in weighing medical opinions. BVA may favor the opinion 

of one competent medical expert over that of another when adequate reasons or bases are pro-
vided. Factors weighed include: 

 
• competency of the medical professional or medical evidence provided; 
• use of the correct factual history; 
• adequacy of supporting analysis or basis provided for opinion;  
• consideration of a review of the claims file or a full history of the disability; 

                                                           
15 Veterans Appeals Control and Locator System data provided by BVA for FY 2004–FY 2006. Previously, it 

requested between 200 and 500 outside medical opinions a year, according to annual reports of the chairman of 
BVA. 
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• whether the clinician is the veteran’s treating physician and familiar with his or her medi-
cal records and history;  

• level of thoroughness and detail of opinion;  
• equivocality of the opinion; 
• personal interest in the case on the part of the opinion provider; 
• special qualifications or expertise of the opinion provider; 
• contradictory or internally inconsistent statements; 
• differentiation among multiple opinions based on rationale or analyses; and 
• consideration of the benefit of doubt rule if there are multiple conflicting medical opin-

ions (Terry, 2006a). 
 

U.S. Court of Appeals for Veterans Claims 
In the event that a claimant is dissatisfied with a final BVA appeals decision, he or she has 

several options: 
 
• Accept the decision and take no further action, in which case the decision becomes final; 
• Go back to the regional office and try to reopen the claim;  
• File a motion for reconsideration or to vacate (i.e., an attempt to have the same court 

withdraw or modify its decision) with BVA; 
• Rereview the case because there was a clear and unmistakable error in the BVA decision; 

or 
• File an appeal with the U.S. Court of Appeals for Veterans Claims. 
 
If BVA denies requested benefits, or it grants less than the maximum benefit available under 

the law, and the veteran decides to appeal to the U. S. Court of Appeals for Veterans Claims, he 
or she must file the appeal within 120 days after BVA mailed its decision. Unlike BVA, the court 
may not receive new evidence. It considers only: 

 
• the BVA decision;  
• briefs submitted by the veteran and VA;  
• oral arguments, if any; and  
• the case record that VA considered and that BVA had available.  
 
In cases decided on merit (cases not dismissed on procedural grounds), the court may (1) re-

verse the BVA decision (i.e., grant contested benefits); (2) affirm the BVA decision (i.e., deny 
contested benefits); or (3) remand the case back to BVA for rework.  

U.S. Court of Appeals and the U.S. Supreme Court 
Under certain circumstances, a veteran who disagrees with a decision of the Court of Appeals 

for Veterans Claims may appeal to the U.S. Court of Appeals for the Federal Circuit and then to 
the Supreme Court of the United States. 

The court reviews the same record that was considered by BVA; that is, the court does not 
receive new evidence nor does it hold a trial. Appellants themselves or their lawyers or approved 
agents may serve as representatives before the court; however, the court directs whether oral ar-
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gument is held. Either party may appeal a decision made by the U.S. Court of Appeals for Veter-
ans Claims to the U.S. Court of Appeals for the Federal Circuit, and may seek further review in 
the Supreme Court of the United States. 

Quality Assurance and Training (BVA) 
BVA’s Office of Quality Review, headed by the senior deputy vice chairman, oversees a 

formal quality review (QR) program. The quantitative program began in 1998 with the collection 
of baseline data, and an ongoing QR process started at the beginning of 1999. Staffing of the QR 
unit was increased and the positions made permanent in 2002, including a permanent full-time 
training coordinator position. 

The program reviews every twentieth original VLJ decision and every tenth VLJ decision on 
cases remanded by Court of Appeals for Veterans Claims to BVA. This sample size, chosen to 
achieve a confidence level of 95 percent with a margin of error +/–5 percent, is reviewed on an 
ongoing basis. The review evaluates decisions in five areas:  

 
• identification of issues; 
• findings of fact; 
• conclusions of law; 
• reasons and bases for decisions; and 
• due process. 
 
A deficiency or error in any of the five areas constitutes a failure. The standard is whether a 

deficiency or error exists that would be expected to result in a reversal by or remand from the 
Court of Appeals for Veterans Claims or a change in the outcome (Terry, 2006a).16 

The results of the QR program are the basis for training activities: 
 
• quarterly “Grand Rounds” training sessions for all VLJs and staff counsel to stay current 

with changes in the law; 
• training on specific legal issues, conducted by the full-time training coordinator, usually 

twice a month; 
• periodic “Quality Review Tips,” provided to legal staff; 
• detailed monthly QR statistics for managers; 
• referral of QR errors back to the originating VLJ; and 
• a variety of team-level mentoring and training programs and online indexes and legal re-

search tools for staff (Terry, 2006a). 
 
Medical training occurs on an ongoing basis, and the BVA medical advisor is available for 

consultation and informal training. BVA training sessions held during the past two years on 
medical topics and legal topics involving medical matters included: 

 
• introduction to medical terminology; 
• secondary service connection/Allen cases; 

                                                           
16 This standard was adopted in 2002 after Government Accountability Office (GAO) suggested it; previously, 

non-substantive errors such as using the wrong format were counted against the accuracy rate (GAO, 2002a, 2005c). 
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• presumption of service connection and applying rating criteria when there has been a 
change in the law; 

• radiation claims; 
• presumption of soundness; 
• POW claims adjudication and medical matters; 
• Agent Orange/herbicide exposure; 
• rating spine disabilities; 
• education and vocational rehabilitation; 
• rating musculoskeletal disabilities—functional limitation and pain (DeLuca criteria); 
• rating disabilities involving injuries to multiple muscle groups (gunshot and shrapnel 

wounds); 
• multiple opinions—assigning credibility and weight of the evidence when reviewing; 
• special monthly compensation and adaptive equipment; 
• respiratory disorders; 
• rating knee disabilities; 
• total disability ratings based on individual unemployability; and 
• hearing loss and tinnitus. 
 

DISABILITY CLAIMS PROCESS ISSUES: TIMELINESS, ACCURACY, 
AND CONSISTENCY 

Veterans deserve a claims process that is efficient and fair. They should not have to wait long 
for decisions on disability compensation and other benefits. The decisions should accurately de-
termine eligibility to minimize the number of false negatives (veterans incorrectly denied bene-
fits) and false positives (veterans granted benefits for which they are not eligible). Veterans with 
similar levels of disability should be treated the same even if they are dealing with different re-
gional offices. And if they appeal, they should receive an accurate decision within a reasonable 
amount of time. 

The VA claims process has long struggled with timeliness, accuracy, and consistency. The 
importance of adequate medical examinations in achieving timeliness, accuracy, and consistency 
has been recognized since the early 1990s. But, the most important factor affecting VA’s ability 
to produce timely, accurate, and consistent decisions is the disability claim workload. 

Medical Examination Quality 
In 1996, BVA reported that about 70 percent of the cases remanded by BVA to the regional 

offices included a request for a C&P examination to obtain incomplete or missing medical in-
formation (BVA, 1996b). This followed a 1994 VA Inspector General’s report critical of C&P 
medical examinations services, and VBA and VHA were already working to improve the ade-
quacy of medical examinations (VA, 1994). The VA Office of Inspector General reported that 24 
percent (95,000 of 405,000) of the C&P examinations had been incomplete in FY 1993, a per-
centage that had not improved much in FY 1996, when 22 percent were incomplete (VA, 1997b). 
A C&P examination task force, on which BVA was represented, led to a 2001 memorandum of 
agreement between VBA and VHA on C&P examination standards and procedures to improve 
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quality, expedite decisions, and reduce remands. The memorandum of agreement also estab-
lished the CPEP program. 

CPEP has monitored the quality of C&P examinations performed by VHA clinicians on a 
monthly basis since October 2003. Earlier, CPEP had identified the 10 most commonly re-
quested C&P examinations and developed quality indicators, some applying to all examinations, 
some specific to each examination. The indicators were used to assess 110 randomly selected 
examinations of each type that had been performed in the last quarter of FY 2001. The resulting 
quality indicator score was 85 percent, but it varied across examination types from 72 percent for 
joint examinations to 94 percent for mental disorder examinations (VA, 2002c). Overall, 59 per-
cent of the examinations scored 90 percent or better (met or exceeded 90 percent of the quality 
indicators), and 37 percent scored 100 percent. Most of the errors were omissions of specific data 
elements; some were omissions of entire worksheets (Brown, 2003). CPEP then analyzed exami-
nations by veterans integrated service network (VISN), finding differences in the percentage of 
A-level examinations, defined as those that meet 90 percent or more of the quality indicators, 
which are discussed in the next section, on “consistency.” As a group, the percentage of A-level 
examination in this first, baseline study was 53.5 percent (Brown, 2006b). 

Since 2001, CPEP has led a number of initiatives to improve the percentage of A-level ex-
aminations. The initiatives include on-site training sessions, video and computer-based training 
on the examinations, establishment of the percentage of A-level examinations as a performance 
goal for the directors of each VISN, and the development of online examination templates with 
structured data input. In 2006, CPEP was directed to development a training and certification 
program for C&P examiners, which is currently under development. Web-based training mod-
ules have been developed for some body systems (musculoskeletal, mental, PTSD). Certification 
tests are in final testing, and audio and eye training modules are next to be developed (Brown, 
2007). Deployment of the training and certification program is scheduled for FY 2008.17 

In FY 2004 and 2005, the VISN performance target for A-level examinations was 64 percent. 
The average score across VISNs was 82 percent in February 2006, compared with 77 percent in 
February 2005 and 58 percent in February 2004. All 21 VISNs met the performance target for A-
level exams in September 2005, up from 18 in September 2004 (up from 1 in October 2003) 
(Brown, 2006b). When the target for A-level exams was increased from 64 percent to 83 percent 
for FY 2006, the number of VISNs meeting the target dropped to 9 initially but improved to 21 
in December 2006. The average score across VISNs was 86 percent in January 2007, although 
the consistently high scoring audio examination had been replaced by the lower scoring diabetes 
examination among the 10 examinations being scored in October 2006 (Table 5-2) (Brown, 
2007). Accuracy of examination reports is a performance measure for VISN directors (VA, 
2006d). 

CPEP randomly samples 1,470 examination reports each month—7 reports from each of the 
10 examination types from each of the 21 VISNs. The sample size is set to produce statistically 
valid error rates for each VISN on a quarterly basis (VA, 2006d). 

CPEP is also addressing the adequacy of regional office requests for C&P examinations. It 
has been conducting monthly reviews of regional office requests for examinations since early 
2004, finding that many were incomplete or inaccurate, as noted in a 2005 report from the Gov-
ernment Accountability Office (GAO): 

 

                                                           
17 An executive directive describing roles and responsibilities for the certification process was prepared and was 

undergoing review by VA unions at the time this report was prepared (Brown, 2007). 
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For example, of the spine exams requested during the second quarter of fiscal year 2005, 
32 percent of the exam requests had at least one error such as: 

• not identifying the pertinent condition; 
• not requesting the appropriate exam; 
• not providing clear or useful information in the remarks section of the request; 
• not identifying the specific joint or part to be examined; or 
• not explaining instances in which the exam request contained no telephone num-

ber for the veteran who was to be examined (GAO, 2005b). 
 

 
TABLE 5-2 Rates of A-Level Compensation and Pensions Examinations, by Type of Examina-
tion, January 2007 

Examination Type 

Percent That 
Are A Level 

Exams 
1. Initial PTSD 97 
2. Eye 95 
3. Mental disorders 94 
4. Diabetes 89 
5. General medical 88 
6. Skin 85 
7. Review PTSD 82 
8. Feet 79 
9. Joints 78 
10. Spine 71 
 All 10 examinations 86 
SOURCE: Brown (2007). 

 
In August 2005, CPEP revised the set of indicators of examination request quality to focus on 

content accuracy and exclude non-substantive process errors. It planned to track them for six 
months to establish a baseline, then provide the regional offices with the results (Mansfield, 
2005).  

Disability Claims Workload and Timeliness 

In FY 2006, VA received 806,000 disability-related claims. Most of these (654,000) were 
claims from veterans for compensation for service-connected injuries and diseases. (The other 
disability-related claims were for disability pension, dependency and indemnity compensation 
for survivors, hospitalization reviews, and future examination reviews.) Compared with the 
FY 2000 workload, this was a 38 percent increase in disability-related claims and a 56 percent 
increase in compensation claims (VA, 2006). In addition, the number of claims involving eight 
or more issues (i.e., medical conditions), each of which must be evaluated separately, has more 
than doubled, from about 21,000 (20 percent of the original claims) in 2000 to about 51,000 (22 
percent of original claims) in 2006 (Figure 5-1). This means that the number of rating decisions 
that must be made was a multiple of the 654,000 disability compensation claims filed in FY 
2006. 

VBA has been unable to track total number of issues adjudicated until recently with the ad-
vent of the current tracking system, RBA 2000. According to data provided to the committee by 
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VBA, adjudicators made more than 1.8 million rating decisions on compensation for disabilities 
during calendar year 2006 while adjudicating 628,000 disability compensation claims, indicating 
that the average number of issues (disabilities) per claim was just under three. 

As the annual number of ratings-related claims filed has increased, so have the number of de-
cisions on rating-related claims (Figure 5-2). 

However, new claim receipts continue to exceed case dispositions, resulting in an increasing 
backlog of pending claims. Nearly 380,000 rating-related claims were pending at the end of FY 
2006, compared with 228,000 at the end of FY 2000 (Figure 5-3). 

From the point of view of the veteran, the average length of time a claim is pending action by 
a regional office has been about four months in recent years (down from six months in FY 2001– 
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FIGURE 5-1 Number of original compensation claims from veterans and number of original com-
pensation claims from veterans containing eight or more issues, end of fiscal years 2000–2006. 
SOURCE: VA, 2007b:6B-7, 6B-18. 
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FIGURE 5-2 Number of rating-related claims filed and decided, FY 2000–FY 2006. 
SOURCE: VA, 2000, 2001a; 2002b, 2003, 2004c, 2005c, 2006a, 2007b. 
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FIGURE 5-3 Number of rating-related claims pending and number pending more than six months, 
end of FY, 2000–2006. 
SOURCE: VA, 2000, 2001a; 2002b, 2003, 2004c, 2005c, 2006a, 2007b. 
 

2002). Subsequent processing by the regional office has averaged just under six months since FY 
2000, except in FY 2002, when it was eight months (GAO, 2007). Accordingly, a veteran can 
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expect to wait an average of about 10 months to receive a decision on his or her claim. This is 2 
1/2 months more than VA is trying to achieve. VA’s current performance target for average days 
pending of rating-related  
actions on compensation claims is 100 days. Its target to process rating-related claims is 125 
days on average (VA, 2007b:6B-24). 

As long ago as 1993, the Deputy Under Secretary for Benefits appointed a blue ribbon panel 
on claims processing to find ways to decide disability decisions more quickly. The GAO issued a 
series of reports on problems with claims processing at VA between 1992 and 1996. VA’s Office 
of the Inspector General also issued a series of reports on claims timeliness and accuracy during 
the 1990s.18 Congress established the Veterans’ Claims Adjudication Commission, which re-
ported in 1996, and the Senate Appropriations Committee mandated a study of VBA by the Na-
tional Academy of Public Administration (NAPA), which reported in 1997. (During the same 
time period, there were similar studies of claims decision-making timeliness at BVA.) 

VBA regional offices were reorganized along case management lines, to ensure that someone 
was accountable for each case as it went through the decision-making process, and a major effort 
to improve the timeliness and quality of C&P examinations was launched (discussed earlier). 
Implementation of the case management model reduced production in the short run, however, 
while the number of claims increased substantially because of legislation (e.g., Veterans Claims 
Assistance Act of 2000), court decisions, and regulatory changes (e.g., VA decision to make dia-
betes mellitus presumptive for Vietnam veterans and to expand the list of radiation-related dis-
eases with presumptive service connection).19 

In 2001, the VA Secretary appointed the Claims Processing Task Force. The task force not 
only recommended the major changes in the organization of the field offices described earlier 
(i.e., establishment of veterans service centers with staff units specializing in different parts of 
the claims process), it recommended a number of other steps to reduce the backlog of pending 
claims. These included creation of “tiger teams” in the Cleveland regional office and establish-
ment of nine resource centers to focus on processing cases of claimants over 70 years of age and 
then claims older than a year; establishment of appeals claims processing teams in all regional 
offices; faster record recovery from the VA Records Management Center; better training; up-
dated performance standards for VSRs, RVSRs, DROs, and regional office directors; consolida-
tion of pension maintenance processing in three centers; temporary shifting of staff from the 
Education Service to work on compensation claims; and shifting of cases among regional offices 
to even out the workload. 

VBA succeeded in reducing the backlog substantially by the end of FY 2003. After that, 
however, the backlog began to grow again. The number of pending cases went from 254,000 to 
378,000 at the end of FY 2006, the number of cases pending more than 6 months went from 
47,000 to 83,000 (Figures 5-3), and the average number of days a case was pending went from 
111 to 127 (VA, 2006a). 

VA points to several trends that affect the disability claims workload in terms of the number 
of claims and effort required to evaluate them. These include a larger share of claims with eight 
or more issues, more reopened claims submitted by veterans with chronic progressive conditions, 
additional claims submitted by the aging veteran population, and the claims submitted by veter-
                                                           

18 VA’s Office of the Inspector General summary report reviews the recommendations of the Blue Ribbon 
Panel, GAO, OIG, Veterans’ Claims Adjudication Commission, and National Academy of Public Administration 
(VA, 1997a). 

19 Additional factors slowing production were the learning curve posed by the introduction of RBA 2000 and 
the need to train a substantial number of new VSC staff (GAO, 2002b). 
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ans of Operation Iraqi Freedom (OIF) in Iraq and Operation Enduring Freedom (OEF) in and 
around Afghanistan. 

In addition to the increasing number of disabilities claimed, VA reports that the nature of the 
disabilities has become more complex. VA cites PTSD, complex combat injuries, diabetes and 
related conditions, and environmental diseases as examples (VA, 2007b). 

Another factor in timeliness is the adequacy of VA’s capacity to process the claims. In its FY 
2008 budget submission, VA is asking for 475 more FTEs for direct compensation work in FY 
2008 than in FY 2006, because “current staffing levels do not enable VA to reduce the pending 
claims inventory and provide timely service to veterans” (VA, 2007b).20 

Cases remanded by BVA also add to the workload and increase claim processing time. The 
inventory of remanded cases was 21,200 at the end of FY 2006 (VA, 2007b). Remands are dis-
cussed more fully below. 

Appeal Workload and Timeliness 
As discussed earlier, veterans dissatisfied with the decision made by the regional office may 

file an appeal by submitting an NOD contesting the denials of service connection, rating level 
given, or effective date of the grant. According to BVA, the appeal rate on disability determina-
tions has historically been about 7 percent. More recently that rate has climbed to about 11 to 14 
percent. In FY 2006, the appeal rate was about 13 percent—down from a high of 16 percent in 
FY 2004, but still well above historical averages. During the same period, the rate of formal ap-
peals (based on number of Form 9s filed after the veteran receives the statement of the case from 
VBA) was 6 percent in FY 2006, down from 7 percent in FY 2004, but more than double the rate 
in FY 2002 (Figure 5-4). 

As a result of this increasing workload, BVA has struggled to process appeals within a rea-
sonable time period. The annual number of NODs, the first step in the appeal process, nearly 
doubled from FY 2000 to FY 2003, from 60,000 to 115,000. This increase was caused in part by 
the increased number of cases decided that could be appealed, but it is also caused by the greater 
propensity of veterans to appeal.21 The number of NODs has decreased since FY 2003 but was 
still 101,000 in FY 2006 (Figure 5-5). If current trends hold, VA is expecting between 90,000 
and 110,000 appeals (NODs) a year in FY 2007 and FY 2008 (VA, 2007b:6B-14). 

 

                                                           
20 VA had 6,407 staff for direct work on compensation in FY 2006; it has 6,425 in FY 2007 and is asking for 

6,882 in FY 2008. 
21 The rate of NODs as a percentage of claims decided by VBA was 10.0 percent in FY 2000, 15.5 percent in 

FY 2004, and 13.1 percent in FY 2006. 
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FIGURE 5-4 Rate of appeals (NODs), FY 2000–FY 2006. 
SOURCE: BVA, 2000b, 2001, 2002b, 2003, 2004, 2005, 2006 (number of NODs). VA, 2000, 2001a; 
2002b, 2003, 2004c, 2005c, 2006a (number of C&P claims decided). 
 
Many NODs are resolved by the regional office or when the veteran does not pursue the ap-

peal, but the number of formal appeals was still higher in FY 2006 than in FY 2000. Veterans 
filed 46,100 formal appeals in FY 2006 by submitting VA Form 9, compared with 32,600 formal 
appeals in FY 2000. The annual number of BVA decisions, however, has not increased. As a re-
sult, the number of cases pending at BVA at the end of FY 2006—40,265—was almost double 
the number at the end of FY 2000. This does not include the substantial number of appeals being 
worked on by the appeals teams in regional offices and the Appeals Management Center, which 
had been established by VBA in 2003 to consolidate expertise in processing remands from BVA 
(Figure 5-6). 
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FIGURE 5-5 Number of appeals (NODs), FY 2000–FY 2006. 
SOURCE: BVA, 2003, 2006. 
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FIGURE 5-6 Number of appeals pending at BVA and at regional office and Appeals Management 
Center, FY 2000–FY 2006. 
SOURCE: BVA, 2001, 2003, 2004, 2006 (cases ending at BVA) and VA, 2007c (total appeals requir-
ing adjudication). 
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The average number of days it took to resolve appeals, either by VBA or BVA, was 657 days 
in FY 2006. This continued a steady increase since FY 2003, but was better than the 731 days it 
took in FY 2002 (Figure 5-7). 
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FIGURE 5-7 Average number of days to resolve appeals (i.e., Appeals Resolution Time), FY 2000–
FY 2006. 
NOTE: Appeals resolution time is a joint BVA-VBA measure of time from receipt of NOD by VBA 
to final decision by VBA or BVA. Remands are not considered to be final decisions in this measure. 
Also not included are cases returned as a result of a remand by the U.S. Court of Appeals for Veterans 
Claims. 
SOURCE: VA, 2000, 2001a, 2002b, 2003, 2004c, 2005c, 2006a. 
 
Most appeals (72 percent in FY 2006) are resolved without a hearing before BVA. In FY 

2006, 22,000 cases were resolved at the field office level after the NOD was received but before 
a formal appeal was filed on VA Form 9. In 42,200 cases, the veteran decided not to appeal fur-
ther after reading the field office’s statement of the case. Another 11,000 were resolved at the 
field office level after Form 9 was submitted. That left 29,000 appeals, of which BVA resolved 
25,000 and remanded 4,000 to the field offices for further development (VA, 2007b:6B-15). 

BVA decided 39,100 cases involving disability compensation specifically in FY 2006. It up-
held the field office denials 46 percent of the time, reversed the field office decision on one or 
more of the issues 20 percent of the time, and remanded the case to the originating field office 32 
percent of the time for further development of one or more issues (VA, 2006a:19). 

The number of appeals to the U.S. Court of Appeals for Veterans Claims averaged between 
2,000 and 2,500 a year before FY 2005, when it jumped to 3,500 (Figure 5-8). The Court of Ap-
peals for Veterans Claims received 3,700 appeals in FY 2006. This court affirmed the BVA deci-
sion in full or in part in 11 percent of the cases in FY 2004, 16 percent in FY 2005, and 25 per-
cent in FY 2006. During the same three years, the same court reversed the BVA decision or 
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remanded the case for further development 50–60 percent of the time (U. S. Court of Appeals for 
Veterans Claims, 2006).22 

There were 382 appeals to the federal circuit court in FY 2006, the highest since FY 2002, 
when 410 appeals were filed (Figure 5-8). 
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FIGURE 5-8 Annual number of appeals of BVA disability decisions to the courts, FY 2000–FY 
2006. 
SOURCE: U. S. Court of Appeals for Veterans Claims, 2006. 
 

Remands and Timeliness 
Remands are of concern because not only do they increase the time it takes for a decision on 

the individual veteran’s claim by at least a year, they also increase the overall workload and slow 
the resolution of appeals of other veterans (VA, 2000:29). By law, BVA must decide on appeals 
in the order in which they were entered on the docket. If BVA remands a case to the regional of-
fice, and that case is subsequently returned to BVA for a decision, which happens about 75 per-
cent of the time (Terry, 2006b), the returned case takes precedence over appeals currently before 
BVA. During FY 2006, BVA remanded 32 percent (12,500) of the cases it decided. At the end of 
FY 2006, 16 percent (21,200 of 133,600) of the rating-related claims pending at regional offices 
and the VBA Appeals Management Center were remands. If, as expected, 75 percent of the re-
mands are returned to BVA after further development they will constitute 30–40 percent of the 
35,000–40,000 cases decided by BVA each year (in FY 2006, for example, BVA received 
14,400 remands returned by the Appeals Management Center and regional offices for decision, 
equal to 37 percent of BVA decisions that year) (VA, 2007a:7C-4). 

                                                           
22 Another 25–35 percent were dismissed on procedural grounds. 
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The percentage of BVA dispositions remanded jumped from 30 percent in FY 2000 to 49 
percent in FY 2001. In 2002, in response to a recommendation of the 2001 Claims Processing 
Task Force, BVA established an evidence development unit to develop evidence needed to make 
a final decision or correct a procedural error in cases that otherwise would have to be remanded. 
The remand rate fell to about 15 percent “within a matter of months.” (BVA, 2004:2). 

When evidence development by BVA was barred by the U.S. Court of Appeals for Veterans 
Claims, VBA created the Appeals Management Center in July 2003 to specialize in developing 
the cases that have been remanded by BVA and reviewing the regional office decision (U.S. 
Congress, House of Representatives, Committee on Veterans’ Affairs, 2005d). 

The remand rate began to increase again, from 19 percent in FY 2002 to 43 percent the next 
year to 57 percent in FY 2004. In 2004, the VA Deputy Secretary charged the Under Secretary 
for Benefits and the Chairman of BVA with developing a comprehensive plan to reduce the 
number of avoidable remands. As part of that effort, a joint working group analyzed a represen-
tative sample of past remands for the reasons leading to the remands and began to track the rea-
sons prospectively. The reasons were separated into “before certification” and “after certifica-
tion,” on the grounds that the causes of avoidable remands that happened before they were 
certified and transferred by regional offices to BVA should be in the control of, and therefore 
could be prevented by, regional offices. The initial analysis of 200 remand cases identified 379 
precertification reasons for the remands. About a quarter of these (99) were for deficiencies in-
volving C&P medical examinations and opinions; 9 percent (34) were for lack of an initial re-
quest for service medical records, VA medical records, or private medical records; and 6 percent 
(24) were for lack of an additional request for VA medical records or private medical records. 
Deficiencies in C&P examinations included lack of an examination, lack of a required medical 
opinion or an inadequate opinion, incomplete examination findings, and lack of current findings 
(VA, 2004a). 

The remand rate dropped from 57 percent in FY 2004 to 32 percent in FY 2006 (BVA, 
2006:20).23 The number of remands involving precertification problems with C&P examinations 
and other medical evidence also fell (Figure 5-9). Missing and inadequate C&P examinations 
and opinions constituted a third of the remand reasons in all three years, and failures to obtain 
other medical records stayed at about 19 percent of the remand reasons. 

In addition to efforts by BVA and VBA to reduce avoidable remands, primarily by training, 
and to improve the adequacy of C&P examinations, BVA is trying to address the backlog of ap-
peals by increasing productivity. These steps include having VLJs and counsel to write shorter, 
more concise decisions; having VLJs draft some decisions; increasing the use of travel boards to 
decide cases and provide regional office training; expanding employee incentive, mentoring, and 
training programs; increased paralegal assistance; increased use of overtime; providing improved 
online legal and medical research tools; and focusing training on problems revealed through the 
quality assurance process (Terry, 2007). 

Accuracy 
VA has made accuracy of disability benefit decisions one of the key measures in its annual 

performance and accountability plans. As noted previously, VA has used the STAR process to 
measure technical accuracy since 1998. STAR review of a rating-related case determines if the 
benefit entitlement decision process addresses all issues claimed (including inferred issues), pro-
vides assistance in obtaining evidence as required by the Veterans Claims Assistance Act, and  
                                                           

23 The absolute numbers of remands in FY 2004–FY 2006 were 21,797, 13,179, and 12,487, respectively. 
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FIGURE 5-9 Number of remands by reason, FY 2004–FY 2006. 
NOTE: Other medical records include military service, VA, and private medical records that should 
have been requested but were not, or if requested but not forthcoming, were not followed up. Non-
medical reasons for remands have to do with duty to notify (lack of, incorrect, or inadequate notices 
to appellants), duty to assist (not obtaining nonmedical service and other records), and due process 
(not following procedural rules). 
SOURCE: Keller, 2007. 
 

results in correct decisions, including correctness of the decision to grant or deny benefits, per-
centage rating, payment rate, and effective dates. If the adjudication of the case fails any of these 
standards, it is classified as incorrect in the accuracy rate calculation. STAR review also deter-
mines if there is adequate and correct decision documentation and proper notification of the deci-
sion, although these scores are not in the performance and accountability plan. 

During the year ending May 31, 2006, VBA reviewed 6,458 rating cases and found the na-
tional benefit entitlement accuracy rate to be 88 percent and the decision documentation and no-
tification rate to be 90 percent (VA, 2006a:172). The entitlement accuracy rate was less than 60 
percent in FY 2000. It improved steadily to 87 percent in FY 2004, leveling off at approximately 
the same rate in FY 2005 (84 percent) and FY 2006 (88 percent) (Figure 5-10). 

The STAR program began to determine annual accuracy rates for each regional office in FY 
2002, which required a larger sample size and more staff (GAO, 2001). The original plan was to 
review approximately 10,000 cases annually in order to achieve a confidence level of 95 percent 
with a margin of error range of +/-6 percent for best performing regional offices and +/-9 percent 
for regional offices with the lowest performance rates. The actual number of cases reviewed has 
been less—6,458 in FY 2006. VBA randomly samples 120 rating cases per regional office each 
year, except it conducts 240 annual rating reviews for the four largest regional offices and the six 
regional offices with the lowest overall accuracy (VA, 2006d). 
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FIGURE 5-10 Accuracy of compensation and pension entitlement decisions, FY 2000–FY 2006. 
NOTE: Documentation and notification were included in the entitlement accuracy rate until FY 2002. 
The 2001 Claims Processing Task Force recommended that VBA measure them separately so that the 
benefit entitlement accuracy rate would only include items that, if inadequate, could result in remand 
from BVA. 
SOURCE: VA, 2000, 2001a, 2002b, 2003, 2004c, 2005c, 2006a. 
 
VBA requires regional offices to certify that appropriate action was taken on errors found in 

the STAR process. Offices with low accuracy rates are required to implement corrective action 
plans. Trends in error types are used to design national training programs and to identify needed 
regional office-specific training, which is offered during site visits (VA, 2007a). 

Another indicator of accuracy problems is the percentage of initial decisions that are either 
reversed or remanded by BVA. In FY 2006, BVA reversed the initial regional office denial deci-
sion on at least one issue claimed by the appellant in 19 percent of cases and remanded another 
32 percent of the cases, suggesting problems with just over half of the cases reviewed. Although 
this is down from the historical rate of about 60 percent, it still represents a substantial portion of 
the decisions (BVA, 2006). 

BVA also has a quality assurance program that analyzes a sample of its own decisions to de-
termine the percentage that have substantive or procedural deficiencies that would be expected to 
result in a reversal or a remand by the court. Deficiencies are identified in five areas: issues, find-
ings of fact, conclusions of law, reasons and bases, and due process. BVA also uses the results to 
determine areas of training emphasis. 

BVA’s deficiency-free decision rate improved from 86 percent in FY 2000 to 93 percent in 
FY 2004. It fell to 89 percent in FY 2005, but increased again to 93 percent in FY 2006 (Fig-
ure 5-11). 



150 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2000 2001 2002 2003 2004 2005 2006
 

FIGURE 5-11 BVA accuracy rate, FY 2000–FY 2006. 
NOTE: As recommended by the 2001 Claims Processing Task Force, BVA excluded deficiencies that 
would not be considered by the court, such as incorrect formatting, beginning in FY 2002. 
SOURCE: VA, 2003, 2006. 
 

Consistency 
VA has only recently undertaken an effort to assess consistency of decision making across 

regional offices and adjudicators. It is not a new issue. In a 1997 report on VA claims processing 
(mentioned earlier), the NAPA concluded that consistency would be difficult, at best, to achieve 
across 58 field offices.24 NAPA recommended increasing consistency by reducing the number of 
regional offices. It also found that the quality assurance process did not address consistency: 

 
There is no current measure of decision consistency within the system, and on data collected to 
inform management regarding to what extent consistency may be a problem. Given the differing 
types of medical issues and cases within the system which in many cases require subjectivity 
(such as psychiatric cases as compared with orthopedic cases), there is need to bound types of 
medical issues and the degree of subjectivity, set consistency standards, measure this as part of a 
QR process (or through blind testing of a control case by several regions), and accumu-
late data (NAPA, 1997:128). 
 
The 2001 VA Claims Processing Task Force recommended that VBA evaluate and address 

inconsistencies among regional offices. The task force noted the large disparities in average 
compensation payments across states, differences in appeal rates and results of appeals in terms 
of reversal and remand rates from state to state, and lack of uniform guidance on interpretation of 
                                                           

24 Currently, there are 57 regional offices. 
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court decisions, any or all of which might indicate inconsistent decision making. GAO identified 
lack of consistency as a problem in a series of reports: 

 
Even though available evidence provides indications that variations in decision making 
may occur across all levels of VA adjudication, VA does not conduct systematic assess-
ments to determine the degree of variation that occurs for specific impairments and to 
provide a basis for determining ways, if considered necessary, to reduce such variation 
(GAO, 2002a:2). 
 
VA’s disability decision quality review program—known as Systematic Technical Accu-
racy Review (STAR)—assesses the overall accuracy of all disability decisions, but not 
the consistency of decisions overall or for specific impairments (GAO, 2005a:6). 
 
…variation is an inherent factor in the decision-making process. This makes it crucial 
that VA have a system for routinely identifying variations among its 57 regional offices 
so that such variations can be studied to determine if they are within the bounds of rea-
sonableness and, if not, how to correct the problem. Also…VA must deal with issues in-
volving not only its regional offices but also its 157 medical centers that conduct most of 
the disability examinations that regional offices rely on to provide the medical informa-
tion they need to make disability decisions (GAO, 2006:2). 
 
In 2005, VA’s Office of the Inspector General investigated the differences in average com-

pensation payments from state to state, which ranged from $7,000 in Illinois to $12,000 in New 
Mexico in FY 2004 (VA, 2005b). The report also looked at the differences in the percentages of 
veterans receiving compensation across states, which ranged from 6.9 percent to 19.2 percent. 
The inspector general examined a number of explanations for the variation in payments besides 
inconsistencies in disability ratings among regional offices, including demographic differences 
(such as the percentage of veterans in a state’s population, their period of service, and their aver-
age age) and process factors (such as percentage of claimants with representation, percentage of 
raters with more than two years of experience, and appeal rates). The inspector general could not 
analyze variations in grant rates, however, because VBA did not track them at that time. The re-
port looked at correlations of explanatory factors with average payments one by one; a multivari-
ate analysis was not done with average payment as the dependent variable or with other depend-
ent variables of interest, such as percentage of veteran population receiving compensation or 
average combined rating degree. The report concluded that: 

 
VBA should develop a comprehensive and systematic method for collecting data on fac-
tors impacting variance in payments that will enable VA to model the compensation 
claims process and predict outcomes. Such information would help program managers 
evaluate issues such as variances in disability ratings or payment patterns (VA, 
2005b:34). 
 
In the course of the study, the inspector general collected information on state differences in 

the average number of service-connected disabilities per veteran, average combined degree of 
disability, average ratings for each of the 15 body systems, percentage of veterans service con-
nected for PTSD, percentage of veterans with ratings of 100 percent and with individual unem-



152 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

ployability, and STAR error rates, each of which shows substantial state-to-state variability. The 
average number of service-connected disabilities, for example, ranges from 2.1 to 3.4 across 
states. The average combined rating degree ranged from 33 percent to 45 percent across the 
states. The rate of service connection for PTSD also varies by state, ranging from 4.1 per thou-
sand resident veterans to 25.5 per thousand resident veterans. The results for individual unem-
ployability (IU) were similar to those for PTSD. The number of veterans service connected for 
IU ranged from 2.5 to 28.2 per thousand resident veterans in FY 2004. Overall STAR accuracy 
rates varied from 76 percent to 96 percent, while the median rate was 88 percent (see Figure 5-
12). 
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FIGURE 5-12 STAR program accuracy rates, 5 highest and 5 lowest states, FY 2004. 
SOURCE: VA, 2005b. 
 
BVA data for FY 2006 also shows wide geographical variation in appeal reversal and remand 

rates. Depending on the regional office from which cases originate, BVA remanded appeals be-
tween 22 and 65 percent of the time. Appeal allowance rates by region varied from 7 to 34 per-
cent. BVA upheld the original denial in 63 percent of appeals from one office but in only 15 per-
cent of appeals from another office BVA, 2007). 

Concerns with consistency are not limited to geographic variations. BVA’s disposition of ap-
peals also varies depending on the specific medical condition involved. Regional office decisions 
on some conditions are much more likely to be reversed or remanded on appeal than are others. 
Data for the first 8 months of FY 2006, show that BVA was much more likely to either reverse 
(i.e., allow) or remand cases for individuals with certain medical conditions, and much more 
likely to deny cases for others. Table 5-3 lists the diagnostic codes present in cases that VLJs 
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were most likely to reverse or remand, and those diagnostic codes present in cases that they were 
least likely to reverse or remand. (Medical conditions that occur infrequently are not included.) 
 
TABLE 5-3 Medical Conditions Most and Least Likely to Be Allowed or Remanded on Appeal 
by BVA (Minimum of 100 appeals), October 1, 2005–May 31, 2006 

Diagnostic 
Code Issue 

Number 
of Ap-
peals 

Number 
Allowed or 
Remanded 

Percent 
Allowed or 
Remanded 

5025 Fibromyalgia 122 75 61.5 

9411 PTSD 3,796 2,245 59.1 

5242 Degenerative arthritis of the spine 191 112 58.6 

9203 Schizophrenia, paranoid type 234 134 57.3 

5237 Lumbosacral or cervical strain 597 341 57.1 

9434 Major depressive disorder 605 345 57.0 

↓ ↓ ↓ ↓ ↓ 

6079 Partial blindness in one eye… 177 70 39.5 

6099 Other eye disability 246 97 39.4 

7305 Ulcer, duodenal 211 82 38.9 

5024 Tenosynovitis 163 63 38.7 

7338 Hernia, inguinal 159 51 32.1 
NOTE: The percentages are of BVA dispositions and do not include disposition of appeals by 
VBA regional and other offices. 
SOURCE: BVA Diagnostic Code Distribution Report, October 1, 2005-May 31, 2006. 

 
Differences in judgment are inevitable in evaluating impairment and functional capacity, 

more so for some conditions than others, depending on how subjective the criteria are. So, some 
degree of variation is inevitable. However, wide variation may be an indicator of inconsistent 
decisionmaking. In addition, high reversal and/or remand rates may also indicate that the evalua-
tion criteria are not as clear or appropriate as they should be. 

Another area of variability is C&P examination quality, which is critical to the accuracy of 
the rating process. Overall C&P exam quality was discussed earlier, but exam quality also varies 
from region to region. For example according to GAO, CPEP reported that only 78 percent of 
joint examinations and spine examinations in FY 2004 included examiner discussions of pain 
now required due to the 1995 court case, DeLuca v. Brown. However, the extent to which ex-
aminations complied with these requirements varied considerably across VHA’s 21 veterans in-
tegrated service networks (VISNs), ranging from 57 percent to 92 percent compliance (Figure 5-
13) (GAO, 2005b). 

In 1997, NAPA pointed out that the large number of regional offices was a source of incon-
sistency as well as inefficiency. In 1999, the Congressional Commission on Servicemembers and 
Veterans Transition Assistance suggested that consolidation of claims adjudication in fewer of-
fices should be part of an effort to modernize VBA’s benefits delivery processes (Congressional  
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FIGURE 5-13 Percentage of spine examinations and joint examinations adequately addressing 
DeLuca criteria, by VISN, FY 2004. 
SOURCE: GAO, 2005b. 
 

Commission, 1999). The 1991 Claims Processing Task Force reported that apparent inconsisten-
cies in claims decisions from state to state should be addressed. 

In 1995, a VBA task force on field office restructuring recommended some consolidations of 
compensation and pension functions, citing the following advantages: 

 
• allowing VBA to assign the most experienced and productive adjudication officers and 

directors to the consolidated offices;  
• facilitating increased specialization and as-needed expert consultation in deciding com-

plex cases;  
• improving the completeness of claims development, the accuracy and consistency of rat-

ing decisions, and the clarity of decision explanations;  
• improving overall adjudication quality by increasing the pool of experience and expertise 

in critical technical areas; and  
• facilitating consistency in decision making through fewer consolidated claims processing 

centers (NAPA, 1997). 
 
During the 1990s, VBA consolidated loan guaranty work in four regional centers, education 

benefits in four regional processing centers, and insurance in one national service center. More 
recently, VBA consolidated the income and eligibility verification work of the pension program 
in three regional offices and is planning to consolidate all pension work in these offices. To deal 
with the 2001 jump in pending claims, VBA established the tiger team unit at one regional office 
and established resource centers at nine regional offices to specialize in claims of older veterans. 
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In 2003, as discussed previously, VBA established the Appeals Management Center to help 
process remands. VBA centralized dependency and indemnity compensation claims by survivors 
of service members who die on active duty in a casualty assistance unit in the Philadelphia re-
gional office. BDD claims are also handled in a few regional offices. VBA established two “de-
velopment centers” in Phoenix and Roanoke to assist regional offices in developing all radiation 
claims and centralized the processing of radiation claims in the Jackson regional office. Just re-
cently, the VA Secretary designated the two development centers and three of the nine resource 
centers as a special tiger team for processing OIF/OEF claims. The two development centers are 
developing the evidence, and the three resource centers are rating OIF/OEF claims for regional 
offices with the heaviest workloads (U.S. Congress, House of Representatives, Committee on 
Veterans Affairs, 2007b). Medical examinations for OIF/OEF veterans’ claims are also being 
expedited. 

Nevertheless, the VSOs do not favor consolidating regional offices into a smaller number, 
because they do not want to lose access to adjudicators or make it harder for veterans to appear 
in person before decision review officers reconsidering initial denials of their claims. 

FINDINGS AND RECOMMENDATIONS 

The Medical Evaluation Process 
The disability compensation claims process for veterans relies critically on the quality and 

completeness of the medical information needed to apply the criteria in the Rating Schedule. Ob-
taining needed medical information affects the timeliness, accuracy, and consistency of adjudica-
tion decisions. It requires the predetermination team to request the correct information needed 
from the medical examiners, the examiners to conduct thorough examinations and report the re-
sults completely and accurately, and raters to interpret the medical information in light of the cri-
teria in the Rating Schedule. It also requires VHA to ensure that the expertise of the examiner or 
examiners is appropriate for the condition or conditions being evaluated, especially for complex 
conditions such as PTSD, traumatic brain injury, and polytrauma encountered in veterans of the 
current wars in Iraq and Afghanistan. 

Need for Regular Updating of Examination Worksheets 
VA has made much progress during the past 10 years in upgrading the medical evaluation 

process. It developed examination worksheets—2–3 page outlines of the elements that must be 
addressed—for the most common conditions encountered in disability claims. It made them 
available to examiners online to view and download. Currently VA is developing intelligent in-
teractive examination templates that structure the input needed in each case, which increases 
completeness and timeliness. VA does not, however, have a regular process for updating the 
worksheets, most of which date from 1997. Committee members evaluated some of the work-
sheets in light of the criteria in the Rating Schedule and current medical knowledge and found 
problems with outdated tests and examinations. Some of the problems stem from outdated crite-
ria in the Rating Schedule. For example, rating of intervertebral disc syndrome relies on the du-
ration of incapacitating episodes to assign 10 percent (1–2 weeks), 20 percent (2–4 weeks), 40 
percent (4–6 weeks), or 60 percent (6 weeks or more). Incapacitating episodes are defined as bed 
rest prescribed by a physician, although bed rest is not the standard treatment for back problems. 
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Recommendation 5-1. VA should develop a process for periodic updating of the dis-
ability examination worksheets. This process should be part of, or closely linked to, 
the process recommended above for updating and revising the Schedule for Rating 
Disabilities. There should be input from the disability advisory committee recom-
mended above (see Recommendation 4-1). 

Use of the Examination Templates 
VA does not require examiners to use printed-out examination worksheets and, consequently, 

many examiners do not use them. Although use of the online examination templates has in-
creased rapidly (presumably because of their ease of use), VA also does not require their use—
although they are considering such a mandate. 

In an October 2005 report on C&P examinations, VA’s Inspector General noted progress be-
ing made in developing the templates, but expressed concern about their limited use: 

 
While VA, through the development and implementation of CPEP report templates, is mak-
ing an effort to standardize C&P medical examinations, use of the templates is not yet re-
quired of VHA facilities. VBA rating personnel have seen only a limited number of examina-
tion reports submitted in the template format. We spoke with personnel at seven VAROs 
[VA regional offices] and were informed that use of the templates at VHA facilities is not yet 
common. VSC personnel at five of the seven VAROs indicated that they either have not seen 
any examination reports completed in the template format or they have only seen a limited 
number completed by one medical center in their area. Use of the templates was more fre-
quent at medical centers serving the other two VAROs. Rating personnel at two VAROs who 
have seen the results of C&P examinations presented in the template format stated that they 
believed the examination reports need to be improved and that it was difficult to locate the 
information needed for rating purposes. According to VBA management, they are engaged in 
an effort to review and approve the report templates (VA 2005b). 
 
In the same report, the Inspector General went on to recommend that the examination report 

templates be made mandatory, and that VA needed to ensure that medical and rating staff are 
familiar with the templates and that the templates be used consistently. The VA Undersecretary 
for Benefits concurred with this recommendation, and stated that:  

 
We will continue to work with the Veterans Health Administration to improve the quality of 
medical examinations performed to support disability compensation evaluations. We will 
work with the CPEP Office to ensure that all automated examination report templates thor-
oughly and accurately solicit the medical evidence needed to consistently evaluate the dis-
ability. We will also work with VHA to establish a formal approval process for the templates 
and to obtain agreement on the mandatory use of approved templates (VA, 2005b). 
 
By June 2006, more than 128,000 exams had been completed using the examination report 

templates, but they were still not mandatory, despite the fact that early results had shown tem-
plate exam reports to have higher quality than dictated reports, often significantly higher. In ad-
dition, template reports were released from 7 to 17 days sooner than dictated reports. “High-
level” discussions were still underway within VA about whether to mandate use of the templates 
(Brown 2006b; 2006c). 
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Recommendation 5-2. VA should mandate the use of the online templates that have 
been developed for conducting and reporting disability examinations. 

Assessing and Improving Quality and Consistency of Examinations 
As noted previously, VA established the CPEP in 2001 to develop and administer a QR pro-

gram and integrated the QR results into the performance plans of the VISN directors. Improve-
ment in meeting the quality indicators has been rapid since 2002 when the effort began. The per-
centage of examinations meeting 90 percent of the quality indicators was 86 percent in January 
2007, much better than the 58 percent achieved three years earlier. However, this is still too low.  

Another concern is that the quality indicators used in the QR process are more procedural 
rather than substantive. They are measures of the presence or absence of a particular worksheet 
item in the report, not of whether the examination was a good one. Independent examinations of 
a sample of claimants to assess inter-rater reliability are not performed. 

Recently CPEP began to assess the quality of the examination requests, which is critical. 
Previously, if the examiner provided 100 percent of the information requested, but the request 
was not correct, the QR system counted it as a quality examination. The next step would be for 
VA to make the quality of examination requests part of the performance program for predetermi-
nation teams and regional office directors. 

In addition, the QR program currently does not directly assess consistency among examiners. 
It relies on improving accuracy to narrow the differences among examiners and VISNs. 

 
Recommendation 5-3. VA should establish a recurring assessment of the substantive 
quality and consistency, or inter-rater reliability, of examinations performed with 
the templates and, if the assessment finds problems, take steps to improve quality 
and consistency, for example, by revising the templates, changing the training, or 
adjusting the performance standards for examiners. 
 
This substantive assessment should be part of the QR audit and include a mechanism for ran-

dom sampling. The training program should include examples of well-done and complete re-
ports. 

The Rating Process 

Quality of Rating Decisions 
VBA’s QR program, STAR, was implemented in 1998 and substantially revised and ex-

panded to monitor individual regional office accuracy in 2001. The accuracy rate has improved 
from 64 percent in 1998, to 80 percent in FY 2002, and to 88 percent in FY 2006. Although this 
represents substantial improvement, it still shows that one of every nine rating decisions is incor-
rect, and this leaves considerable room for further improvement. 

In addition, the STAR accuracy rate is based on a relatively small sample—only large 
enough to determine the aggregate accuracy rate of regional offices. It does not assess accuracy 
at the body system or diagnostic code level, and it does not measure consistency across regional 
offices. In 2005, in response to findings of inconsistencies by GAO and VA’s Office of the In-
spector General, VBA announced an effort to identify high rates of variability in claims adjudi-
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cation by diagnostic code, to be followed by an assessment of decision consistency among and 
between regional offices for those conditions. The results would be used to identify needs for 
additional training, better guidance, procedural changes, or regulatory changes (U.S. Congress, 
House of Representatives, Committee on Veterans Affairs, 2005a).25 

In 2005, VBA chose three conditions to assess for inconsistency: hearing loss, PTSD, and 
knee conditions. Ten subject-matter specialists were assigned to review 1,750 regional office de-
cisions, followed by studies of additional conditions. These analyses were not made public. 

According to VA’s latest strategic plan:  
 
VA will analyze ratings and claims data to track any unusual patterns of variance for fur-
ther consistency review. Integrated systems and better data sharing will improve the qual-
ity of decision making by providing more accurate information to claims adjudicators. 
We will also develop systems and programs to evaluate employees’ information needs 
and deliver training to address those needs (VA, 2006c). 
 
There are many sources of variability in decision making that, if not addressed and reduced 

to the extent possible, make it unlikely that veterans with similar disabilities are being treated the 
same. VA should identify conditions subject to a great deal of decision variability, understand 
the reasons for the variability, and act to reduce that variability. Variability cannot be totally 
eliminated in evaluating most disabling conditions. There will be cases in which raters with the 
same information and criteria reach different conclusions, especially conditions with large sub-
jective elements such as mental disorders and back pain. Still, sources of variability that can be 
controlled, such as training, guidelines, and rater qualifications, should be addressed. 

 
Recommendation 5-4. The rating process should have built-in checks or periodic 
evaluations to ensure inter-rater reliability as well as the accuracy and validity of 
rating across impairment categories, ratings, and regions. 
 
For example, VA could have a sample of claims rated by two or more RVSRs and analyze 

the degree of consistency in the ratings given. Or the same claims could be analyzed by RVSRs 
using standard procedures and information sources and by raters with access to medical advisers, 
and the results compared to see if having medical advisers for raters improves decision making. 
A comparison of raters with a medical background, such as nurses and physician assistants, and 
raters without medical backgrounds would inform decisions about the qualifications of raters. 
These comparisons could be done using hypothetical cases or actual cases. BVA might do the 
same with appeals. 

VA could sample claims involving the rating of a particular diagnostic code across field of-
fices and analyze inter-rater and inter-regional differences. Presumably these would be diagnos-
tic codes of conditions that are relatively numerous or costly. A next step could be to determine 
the degree to which regulations, the adjudication manual, and other forms of guidance could be 
revised to reduce variability, or training or the QR system could increase consistency. 
                                                           

25 In 2007, the VA’s Deputy Under Secretary for Benefits made a similar statement: “We are also identifying 
unusual patterns of variance in claims adjudication by diagnostic code, and then reviewing selected disabilities to 
assess the level of decision consistency among and between regional offices. These studies are used to identify 
where additional guidance and training are needed to improve consistency and accuracy, as well as to drive proce-
dural or regulatory changes. Site surveys of regional offices also address compliance with procedures” (U.S. Con-
gress, House of Representatives, Committee on Veterans Affairs, 2007b). 
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Another approach to reducing unwanted variability in the rating process is the use of best 
practices. The adoption of the claims process improvement (CPI) model by all regional offices in 
2001–2002 is an example of this approach, but there is still evidence of considerable variation 
across regional offices in decision outcomes, such as grant rates, rating levels, and rates of ap-
peals. VA should study these variations and identify best practices for all offices to adopt. 

Better Access to Medical Expertise 
In some cases, disability evaluators can use an authoritative medical finding, such as a par-

ticular test score of a certain degree, to make a rating decision. In most cases, however, the evi-
dence is less direct, more complex, and perhaps conflicting. The evaluator must understand the 
medical evidence and use judgment, for example, in weighing conflicting medical opinions. The 
evaluators are not usually medical professionals themselves. Other major disability programs ei-
ther involve physicians or other appropriate clinicians in the adjudication decision or have medi-
cal experts readily available to review cases, for example, to interpret medical information for 
disability evaluators or advise on missing information that should be requested (Appendix D). 
These are in addition to arrangements for independent medical examinations where needed to 
provide medical information that is missing or inconsistent. For example, Social Security disabil-
ity determinations are generally made by two-person teams, one member of which is a physician 
or other appropriate medical professional (e.g., audiologist). At DoD, physical evaluation 
boards—which also use and apply the VA Rating Schedule—have at least one physician among 
the three members. The Federal Employee Compensation Act program and civil service disabil-
ity retirement programs have physician consultants on staff. Private disability insurance carriers 
have a variety of arrangements to provide disability evaluators with advice. 

The separation between medical examiners and rating specialists at VA is an artificial one 
based on a misunderstanding of the role of physicians in adjudication. The U.S. Court of Appeals 
for Veterans Claims barred the participation of physicians in rating decisions on the grounds that 
they should not substitute their own clinical judgment because they represent the agency. In fact, 
the role of a physician-adjudicator is different from that of a physician performing a disability 
examination. They do not examine the claimant. They evaluate the evidence in the claimant’s file 
to confirm that a diagnosis was made and is adequately documented, weigh conflicting evidence 
in the medical records, and apply other aspects of the adjudication process. RVSRs can probably 
adjudicate many or most cases without physician involvement, but physician advice is helpful in 
complex cases. The Social Security Administration experimented successfully with having dis-
ability evaluators decide cases alone and only bring in medical consultants when, in their judg-
ment, they needed the expert advice. 

Currently, RVSRs do not have readily available medical consultants. If there is a ques-
tion, they have to send the case back to VHA, which adds time to the process. VBA should 
have medical consultants accessible to RVSRs in the regional office VSCs. With modern 
communications technology, they could be in a national or regional centers, with access to 
the claims file, the C&P examination report, and VA medical records, if any. This would not 
obviate the need for C&P examinations but would expedite the adjudication decision process. 

 
Recommendation 5-5. VA raters should have ready access to qualified health-care 
experts who can provide advice on medical and psychological issues that arise dur-
ing the rating process (e.g., interpreting evidence or assessing the need for addi-
tional examinations or diagnostic tests). 
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These health-care experts could come from VHA, outside contractors, or by hiring health-
care providers to serve on VBA’s own staff. If from VHA, arrangements would have to be made 
to ensure that the C&P examiner of a veteran was also not the consultant on his or her case, and 
training on the appropriate adjudication consultant role would have to be provided. 

Training of Examiners and Adjudicators 
VA is well along in developing a training and certification program for C&P medical exam-

iners. It is scheduled to be developed during FY 2007 and deployed during FY 2008. It is to be 
mandatory, although a date by which examiners must be certified has not yet been set. 

VBA has also developed an extensive training program for case adjudicators. This is critical 
because hired approximately 1,180 new VSRs and RVSRs in FY 2006 and plans to hire many 
more in FY 2007 and FY 2008, to make up for attrition and meet the increase in caseload (VA, 
2006a:258). A centralized two-week training course is given every quarter to new VSRs. This is 
followed up with a national standardized training 23-week curriculum given at their home re-
gional offices that includes full lesson plans, handouts, student guides, instructor guides, and 
slides for classroom instruction. Newly-hired RVSRs are also provided a nationally consistent 
training program. VBA gives a week-long Instructor Development Course to trainers in the re-
gional offices. A computer-based training program, the Training and Performance Support Sys-
tem, has a set of modules on rating-related topics, including evaluation of disability conditions 
by body system. BVA also has an extensive training program, part of it given by an on-staff 
medical adviser, a physician who also acts as an informal adviser to VLJs and counsel in a role 
somewhat like the medical consultant role recommended in Recommendation 5-4. The QR pro-
grams of both VBA and BVA are used to identify training needs, whether on particular topics or 
at particular regional offices. 

In FY 2006, the Under Secretary for Benefits directed regional offices to provide all claims 
adjudicators with a mandatory 70 hours of job-specific training, increasing to 80 hours in FY 
2007 (U.S. Congress, House of Representatives, Committee on Veteran’s Affairs, 2006). VBA is 
not evaluating the effectiveness of its training programs, however. 

VBA has developed a certification program for VSRs and plans to extend it to RVSRs and 
Decision Review Officers. The test was developed and validated for VBA by the Human Re-
sources Research Organization (HumRRO), a national nonprofit organization that specializes in 
certification testing. As of September 2006, VBA had promoted 633 VSRs to the GS-11 level 
through the certification testing process. It is working with HumRRO on a test for the GS-12 
RVSR position (U.S. Congress, House of Representatives, Committee on Veteran’s Affairs, 
2006). 

 
Recommendation 5-6. Educational and training programs for VBA raters and VHA 
examiners should be developed, mandated, and uniformly implemented across all 
regional offices with standardized performance objectives and outcomes. These pro-
grams should make use of advances in adult education techniques. External con-
sultants should serve as advisors to assist in the development and evaluation of the 
educational and training programs. 
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Medical Criteria for Ancillary Benefits 
 
 
 
 
 
 
 
 
 
 
 

INTRODUCTION 
Military veterans are generally eligible for a number of benefits Department of Veterans Af-

fairs (VA) aimed at easing their reentry into and improving the quality of their civilian lives. 
These include health-care services, compensation for service-connected disabilities, means-tested 
pensions for nonservice-connected disabilities, education benefits under the GI Bill, home loan 
guaranties, life insurance, burial benefits, and survivor benefits. 

Part 9 of the VA’s Compensation and Pension Adjudication Procedure Manual (M21-1MR) 
breaks down veterans’ benefits into two categories—ancillary and special. The Veterans’ Dis-
ability Benefits Commission asked the committee to focus on the appropriateness of medical cri-
teria for five specific ancillary benefits available to veterans with disabilities: vocational rehabili-
tation and employment (VR&E) services, automobile assistance and adaptive equipment, 
housing adaptation, and clothing allowances. (See Box 6-1 for the current medical eligibility cri-
teria to qualify for these selected benefits.) 

VA’s special benefits—called special and ratings for special purpose benefits—for veterans 
with disabilities are therefore not discussed in this report. They include the Special Allowance 
under 38 U.S.C. 1312(a), Medal of Honor Pension (special benefits), and the following ratings 
for special purposes:  

 
• rating determinations for dependents educational assistance, veteran’s civil service dis-

ability preference, and discharge of liability for educational loans under 38 U.S.C. 3698; 
• ratings for dental treatment, medical care, service connection for psychosis under 38 

U.S.C. 1702, insanity determination, insurance purposes, and Polish and Czechoslova-
kian Armed Forces under 38 U.S.C. 109(c); and 

• rating to extend the delimiting dates for educational assistance.  
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Box 6-1 Medical Eligibility Criteria to Qualify for Selected Benefits 

 
VR&E assistance 
• Ten percent rated disabled with a serious employment handicap and discharged or released from military ser-
vice under other than dishonorable conditions 
• Twenty percent or more rated disabled with an employment handicap and discharged or released from mili-
tary service under other than dishonorable conditions 
• Twenty percent rated disabled if pending medical separation from active duty if their disabilities are reasona-
bly expected to be rated at least at 20 percent following their discharge 
 
Automobile assistance 
• Service-connected loss or permanent loss of use of one or both hands or feet 
• Permanent impairment of vision of both eyes to a certain degree (i.e., permanent impairment of vision in both 
eyes with a central visual acuity of 20/20 or less in the better eye with corrective glasses, or central visual acuity 
of more that 20/200 if there is a field defect in which the peripheral field has contracted to such an extent that 
the widest diameter of visual field has an angular distance no greater than 20 degrees in the better eye) 
• Ankylosis (immobility) of one or both knees, or one or both hips 
 
Adaptive equipment allowance 
Anyone who qualifies for the automobile allowance also qualifies for adaptive equipment.  

 To be eligible to receive only adaptive equipment (as opposed to the automobile allowance), the vet-
eran or serviceperson must be entitled to disability compensation for ankylosis of one or both knees or 
hips based on: 

•  the establishment of service connection, or 
•  entitlement under 38 U.S.C. 1151 as the result of 

− VA treatment or examination, 
− compensated work therapy, or  
− vocational training under 38 U.S.C. Chapter 31. 

 
Specially adapted homes 
• $50,000 grant for permanent and total service-connected disability due to one of the following: 

1. Loss or loss of use of both lower extremities, such as to preclude locomotion without the aid of braces, 
crutches, canes, or a wheelchair 

2. Loss or loss of use of both upper extremities at or above the elbow 
3. Blindness in both eyes, having only light perception, plus loss or loss of use of one lower extremity 
4. Loss or loss of use of one lower extremity together with (a) residuals of organic disease or injury, or (b) the 

loss or loss of use of one upper extremity which so affects the functions of balance or propulsion as to pre-
clude locomotion without the use of braces, canes, crutches, or a wheelchair 

• $10,000 grant for permanent and total service-connected disability due to: 
1. Blindness in both eyes with 5/2000 visual acuity or less, or  
2. Anatomical loss or loss of use of both hands 

• Supplemental financing: Veterans with available loan guaranty entitlement may also obtain a VA-guaranteed 
loan or a direct loan to supplement the grant to acquire a specially adapted home. The VA maximum direct 
loan from a private lender varies; the VA maximum is $33,000.  

• Special Home Adaptation Grant for veterans who do not qualify for special adaptive housing, for actual cost 
up to a maximum of $10,000. May be applied for if the veteran is permanently and totally disabled due to 
blindness in both eyes with visual acuity of 5/200 or less or the loss or permanent loss of use of both hands. 
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Clothing allowance 
• Service-connected disability for which a veteran uses prosthetic or orthopedic appliances 
• Service-connected skin condition that requires prescribed medication that irreparably damages the vet-

eran’s outer garments 
• Paid annually 

 
SOURCE: Adapted from VA, 2006b, and VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, 
Part 9, “Ancillary Benefits and Benefits Available for Service-connected Disabled Veterans.” 
 
 

Table 6-1 describes the full complement of veterans’ benefits by service-connected disability 
rating percentages. 

Perhaps the most important benefit provided to veterans with service-connected disabilities is 
priority access to free health care for all medical care needs from the Veterans Health Admini-
stration (VHA). They are not required to enroll for the health-care benefits, but are urged to en-
roll for better planning of health resources (VA, 2006a). Veterans with disabilities receive health 
care if they (1) have a service-connected disability rated 50 percent or higher; (2) need care for a 
disability the military determined was incurred or aggravated in the line of duty, but which VA 
has not yet rated, during the 12-month period following discharge; or (3) need care for a service-
connected disability only. Veterans with service-connected conditions rated at any percentage, 
from zero percent and higher, receive care for the condition(s) that are service connected, with-
out requiring a copayment. Depending on the nature and degree of the veteran’s service-
connected disabilities, free VHA health-care benefits may include eyeglasses, hearing aids, co-
chlear implants, pharmacy services, dental treatment, prosthetic devices (e.g., artificial limbs, 
orthopedic braces, shoes), durable medical equipment (e.g., wheelchairs, crutches, canes), and 
other medical supplies. (It should be noted that some of these health-care benefits are also indi-
cated as ancillary benefits, as described below.) 

In 1999, in accord with the Veterans' Health Care Eligibility Reform Act of 1996, VHA de-
veloped a priority group system to balance demand for health care with available resources. Ser-
vice-connected disability is an important factor in assigning veterans to higher priority groups. 
For example, first priority (group 1) is given to veterans with service-connected disabilities rated 
50 percent or more and to veterans deemed unemployable because of service-connected condi-
tions (see Table 6-2 for eligibility criteria by group). Priority groups 2 and 3 include veterans 
with service-connected disabilities rated 30 or 40 percent, or 10 or 20 percent, respectively. 
Group 8, in contrast, includes all other nonservice-connected veterans and zero percent, non-
compensable service-connected veterans who agree to make copayments. As of January 2003, 
VHA stopped enrolling new veterans in priority group 8. 

ANCILLARY BENEFITS 
Ancillary benefits are secondary benefits considered when evaluating claims for disability 

compensation, pension, or dependency and indemnity compensation (DIC) entitlement. Eligibil-
ity for ancillary benefits depends on the veteran’s type of disability entitlement, his or her degree 
of disability, or in the case of DIC, the circumstances of his or her death.1 This report addresses 
ancillary benefits in compensation cases, and not such benefits as pensions for low-income vet-
erans, VA’s Civilian Health and Medical Program (geared toward dependents and spouses of  

                                                           
1 VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, Part 3, Ch. 6, Topic 3. 



168 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS  
 

Prepublication Copy – Uncorrected Proof 
 

TABLE 6-1 Veterans’ Benefits by Service-Connected Disability Rating Percentages 
If a veteran has a ser-

vice-connected dis-
ability rating percent-
age of… 

 
 
Additional Benefits2 

10 percent with an ef-
fective date of Octo-
ber 1, 1993, or after 

Veteran may be entitled to vocational rehabilitation services if the veteran either 
• originally applied for vocational rehabilitation before November 1, 1990, re-

applied after that date, and has an employment handicap; or 
• did not originally apply for vocational rehabilitation before November 1, 

1990, applied on or after October 1, 1993, and has a serious employment 
handicap. 

 
0 to 20 percent 
 

• Home loan guaranty fee exemption 
• Vocational rehabilitation and counseling under title 38 U.S.C. Chapter 31 

(must be at least 10 percent) 
• Service-disabled veterans’ insurance (maximum of $10,000.00 coverage), 

must file within 2 years of date of new service connection 
• 10-point civil service preference (10 points added to civil service test score) 
• Clothing allowance for veterans who use or wear a prosthetic or orthopedic 

appliance (artificial limb, braces, wheelchairs) or use prescribed medications 
for skin condition which tend to wear, tear, or soil clothing 

 
30 percent (in addition 

to the above) 
Additional disability compensation for dependent spouse, child(ren), stepchild(ren), help-
less child(ren), full-time student between the ages of 18 and 23 and parent(s) 
 

40 percent (in addition 
to the above) 

Automobile grant and/or special adaptive equipment for an automobile provided there is 
loss or permanent loss of use of one or both feet, loss or permanent loss of use of one or 
both hands, or permanent impaired vision of both eyes with central visual acuity of 20/200 
or less in the better eye. Special adaptive equipment may be applied for if there is ankylo-
sis of one or both knees or one or both hips. 
 

50 percent (in addition 
to the above) 

• Preventative health-care services 
• Hospital care and medical services in non-VA facilities under an authorized 

fee-basis agreement 
 

60 to 90 percent (in 
addition to the above) 

 

Increased compensation (100 percent) based on individual unemployability (applies to 
veterans who are unable to obtain or maintain substantial gainful employment due solely 
to the service-connected disability) 
 

100 percent (in addition 
to the above) 

• Special adaptive housing for veterans who have  
• loss or permanent loss of use of both lower extremities, 
• blindness in both eyes, having light perception only, plus 

 loss or permanent loss of use of one lower extremity or perma-
nent loss of use of one upper extremity or the loss or perma-
nent loss of use of one extremity together with an organic dis-
ease that affects the function of balance and propulsion as to 
preclude locomotion without the aid of braces, crutches, canes, 
or wheelchair. 

• Special home adaptation grant (for veterans who do not quality for special 
adaptive housing). May be applied for if the veteran is permanently and to-

                                                           
2 Service-connected veterans with current disability ratings by VA may be eligible for additional benefits as out-

lined. 
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If a veteran has a ser-
vice-connected dis-
ability rating percent-
age of… 

 
 
Additional Benefits2 

tally disabled due to blindness in both eyes with visual acuity of 5/200 or 
less or the loss or permanent loss of use of both hands 

 
100 percent permanent 

and total (in addition 
to the above) 

• Civilian health and medical program for dependents and survivors 
(CHAMPVA) 

• Survivors and dependents educational assistance under Title 38 U.S.C. 
Chapter 35. 

 
 
SOURCE: Adapted from VA’s Compensaton and Pension Adjudication Procedure Manual, M21-1MR, Part 9, 
“Ancillary Benefits and Benefits Available for Service-Connected Disabled Veterans.” 

 
TABLE 6-2 Priority Groups for Health-Care Benefits 

 
Priority 
Groups 

 
Criteria 

 
1 
 
 

 Veterans with service-connected disabilities rated 50 percent or more 
 Veterans determined by VA to be unemployable due to service-connected conditions 

 
2 
 

Veterans with service-connected disabilities rated 30 or 40 percent 

3 
 
 
 
 
 
 

 Veterans with service-connected disabilities rated 10 or 20 percent 
 Veterans who are Former Prisoners of War (POW) or were awarded a Purple Heart 
 Veterans awarded special eligibility for disabilities incurred in treatment or participation in a 

VA vocational rehabilitation program 
 Veterans whose discharge was for a disability incurred or aggravated in the line of duty 

 

4 
 
 
 

 Veterans receiving aid and attendance or housebound benefits  
 Veterans determined by VA to be catastrophically disabled 
 Some veterans in this group may be responsible for copayments. 

 

5 
 

 Veterans receiving VA pension benefits or eligible for Medicaid programs 
 Nonservice-connected veterans and noncompensable, zero percent service-connected veterans 

whose annual income and net worth are below the established VA means-test thresholds 
 

6 
 
 
 
 
 
 
 
 
 

 Veterans of the Mexican border period or World War I 
 Veterans seeking care solely for certain conditions associated with exposure to radiation or ex-

posure to herbicides while serving in Vietnam 
 For any illness associated with combat service in a war after the Gulf War or during a period of 

hostility after November 11, 1998 
 For any illness associated with participation in tests conducted by the Department of Defense 

(DoD) as part of Project 112/Project SHAD 
 Veterans with zero percent service-connected disabilities who are receiving disability compen-

sation benefits 
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7 
 
 
 
 
 

Nonservice-connected veterans and noncompensable, zero percent service-connected veterans with in-
come above VA’s national means-test threshold and below VA’s geographic means-test threshold or 
with income below both the VA national threshold and the VA geographically based threshold, but 
whose net worth exceeds VA’s ceiling ($80,000 in 2006) who agree to make copayments 

8 
 
 
 

All other nonservice-connected veterans and zero percent, noncompensable service-connected veterans 
who agree to make copayments. (Note: Effective January 17, 2003, VA no longer enrolls new veterans 
in priority group 8). 

SOURCE: VA (2006a). 
 
 
both living and deceased veterans), loan guaranties for surviving spouses, and the entitlement 
program for survivors. The benefits addressed in this report are VR&E services, automobile and 
adaptive equipment allowances, specially adapted homes, special housing adaptation grants, and 
clothing allowance. In FY 2005, more than 160,000 veterans received approximately $700 mil-
lion for these benefits (VA, 2006b). 

Vocational Rehabilitation and Employment (VR&E) Services 
VR&E services are provided under Title 38, Chapter 31, by VA’s Vocational Rehabilitation 

and Employment (VR&E) Service. VR&E Service, like the Compensation and Pension (C&P) 
Service, is part of the Veterans Benefits Administration (VBA). VR&E Service helps veterans 
with service-connected disabilities prepare for and find jobs within their physical, mental, and 
emotional capabilities. According to VR&E, strategic goal one is to “restore the capability of 
veterans with disabilities to the greatest extent possible and improve the quality of their lives and 
that of their families,” and objective 1.3 is to “provide all service-disabled veterans with the op-
portunity to become employable and obtain and maintain employment, while providing special 
support to veterans with serious employment handicaps” (Steier, 2006). 

VR&E services may include 
 
• an evaluation of the individual’s abilities, skills, and interests; 
• help with resumes and other work readiness assistance; 
• help finding and keeping a job; 
• vocational counseling and planning; 
• on-the-job training and work-experience programs;  
• training, such as certificate, two-year, or four-year college or technical programs (includ-

ing assistance with applications and preparation for preadmission testing); 
• supportive rehabilitation services and additional counseling; and 
• for veterans whose disabilities are so severe they cannot currently consider employment, 

VA has a program of services to assist them in achieving independence in daily living.3 
 
To be eligible for VR&E services, a veteran must have a service-connected disability of at 

least 20 percent with an employment handicap or at least 10 percent service-connected disability 
with a serious employment handicap, and be discharged or released from military service under 
                                                           

3 VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, Part 9, Subpart i, Ch. 1, Topic 
1; and VA, 2006a. 
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other than dishonorable conditions.4 Servicemembers pending medical separation from active 
duty may also apply if their disabilities are reasonably expected to be rated at least 20 percent 
following their discharge (VA, 2006a). 

According to VA, “The term employment handicap means an impairment of the veteran’s 
ability to prepare for, obtain, or retain employment consistent with the veteran’s abilities, apti-
tudes, and interests” (emphasis added). The veteran’s service-connected disability “must materi-
ally contribute to the impairment,” although it does not have to be the sole or even the primary 
cause of the handicap.5 

“The term serious employment handicap means a significant impairment of a veteran’s abil-
ity to prepare for, obtain, or retain employment consistent with such veteran’s abilities, aptitudes, 
and interests” (emphasis added). Also, “A veteran who has been found to have an employment 
handicap shall also be held to have a serious employment handicap if he or she has (1) a neuro-
psychiatric service-connected disability rated at thirty percent or more disabling; or (2) any other 
service-connected disability rated at fifty percent or more disabling.” The determination of a se-
rious employment handicap is made by a VR&E counseling psychologist.6 

Veterans rated individually unemployable (IU) because of a service-connected disability may 
request an evaluation by VR&E and, if entitled, receive rehabilitation services and assistance in 
securing employment. If the veteran secures employment, the IU rating is protected from reduc-
tion for the first 12 months of continuous work. Currently, there is no requirement for people 
with an IU rating to participate in the VR&E program, although these services are available to 
any such veteran. 

VA pays the cost of VR&E services and pays a subsistence allowance to veterans who par-
ticipate in a training program. If the training takes place in a college or university, technical 
school, on-the-job training, or a specialized rehabilitation program (for individuals with severe 
disabilities), VA pays for tuition, books, supplies, and equipment and may pay for other special 
services (e.g., transportation, tutorial assistance, adaptive equipment, services).7 

VR&E Service offers a work-study program for veterans training at the three-quarter or full-
time rate; this program is available to all veterans, not only those who are service-connected dis-
abled. A portion of the annual work-study reimbursement equal to 40 percent of the total must be 
paid to the veteran in advance. Veterans in a work-study program may be employed to provide 
VA outreach services, prepare and process VA paperwork, work at a VA medical facility, or per-
form other VA-approved activities (VA, 2006a). 

Generally, veterans must complete a VR&E program within 12 years from their separation 
from military service, or 12 years from the date VA notifies them that they have a compensable 
service-connected disability. Veterans may be provided up to 48 months of full-time services or 
their part-time equivalent, depending on the length of program needed (these limitations may be 
extended in certain circumstances).8 

                                                           
4 See also VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, Part 9, Subpart i, Ch. 

1, Topic 1. 
5 38 CFR §21.51. 
6 38 CFR §21.52. 
7 VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, Part 9, Subpart i, Ch. 1,  

Topic 1. 
8 VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, Part 9, Subpart i, Ch. 1, 

 Topic 1. 
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VR&E Task Force 
In 2004, the VA VR&E Task Force issued a report about the current VR&E program, based 

on a two-year study. According to the report (VA, 2004:60),  
 
In general, the current VR&E service delivery system is out of date, data poor, and un-
derstaffed to meet the needs of today’s veterans with service-connected disabilities. The 
current situation raises many questions about how to best serve the needs of these veter-
ans. The Task Force’s answers to those questions [are] a new employment-driven service 
delivery system, integrated services across agencies, and recommendations with imple-
mentation timeframes. 
 
The report contained a number of recommendations concerning the VR&E program proper. 

It also recommended that VA take a broader, integrated approach to helping veterans transition 
from military to civilian life, by coordinating its health, VR&E, and compensation programs. 

According to the report, veterans receive a DoD discharge physical examination or a VA 
medical exam to support initial C&P disability determinations. However, veterans, when separat-
ing from active duty, are not systematically evaluated and given information to make informed 
career and employment decisions based on their vocational abilities at the time of the initial ser-
vice-connected disability decision or subsequent disability decisions. If they are rated 20 percent 
or higher, they are informed of possible eligibility for VR&E services, but it is left to the veteran 
to initiate an application for services and be evaluated by a counselor. 

The task force criticized the current process as a sequence of steps that each veteran must fol-
low in order to receive services, which are unconnected and do not address the unique needs and 
skills of the individual with respect to his or her environment. In the view of the task force, a 
more appropriate approach would be one that considers rehabilitation potential based on a com-
bination of education, vocational, and compensation needs together. The task force urged that 
early functional capacity assessments be done routinely by vocational experts and used as a basis 
for making disability compensation as well as vocational rehabilitation decisions. In addition, 
these evaluations should be repeated at specified intervals to determine the response to interven-
tion or to identify the need for more or different treatment. 

To implement its recommendations, the task force recommended the addition of 112 full-
time equivalent (FTE) employment counselors in field positions (meaning two per field office). 
As a near-term priority, the task force recommended the design and implementation of pilot for-
mal vocational assessment projects, and suggested that VBA program and technical capabilities 
be leveraged by colocating the pilot project office with VBA’s C&P Examination Program 
(CPEP) in Nashville.9 The goal of the recommended pilot projects would be to tailor off-the-
shelf technology (systems, knowledge, and protocols for functional capacity evaluation) for VA 
to implement nationwide. CPEP could use existing electronic processes and infrastructure (e.g., 
the Compensation and Pension Records Interchange [CAPRI], the Automated Medical Informa-
tion Exchange [AMIE], and the electronic record system called VistA) combined with electronic 
templates for functional capacity exams. 

                                                           
9 CPEP was established by VHA and VBA in 2001 to improve the quality and timeliness of the disability ex-

amination process, as well as veteran satisfaction with disability examinations, through examiner training videos, 
examination template training CDs, and satellite broadcasts. The program headquarters are in Nashville.  
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Five Tracks to Employment Model 
VR&E Service currently uses what it calls the Five Tracks to Employment Model, which fo-

cuses on employment goals and on providing veterans with better information to help them make 
informed choices on employment options (U.S. Congress, House of Representatives, Committee 
on Veterans Affairs, 2006). The Five Track Process  

 
… standardizes program orientation practices; integrates veterans, counselors and em-
ployment professionals through a comprehensive triage (evaluation) phase; and places the 
emphasis on employment up front and early on in the rehabilitation process (U.S. Con-
gress, House of Representatives, Veterans Affairs Subcommittee on Economic Opportu-
nity, 2007:2). 
 
This model encompasses five different rehabilitation plans intended to enable the veteran to 

find employment in a sustainable, high-level job. 
The five tracks include: 
 
• reemployment services to help a veteran return to a former civilian job and assistance in 

understanding rights under the Uniformed Services Employment and Reemployment Act; 
• Rapid access to employment, which entails assistance in finding a job with government 

agencies and private corporations that have positions reserved for veterans (e.g., Depart-
ment of Labor ReaLifeLines, Army Materiel Command, Army Wounded Warrior Pro-
gram, Marine For Life Injured Support Program, Military Severely Injured/Disabled Op-
erations Center, Home Depot Initiative, YMCA & Armed Forces YMCA Initiative, 
Helmets to Hardhats Initiative, VA Coming Home to Work Initiative);  

• employment through long-term services, such as specialized training and/or education, 
on-the-job training, apprenticeships, internships, job shadowing, higher education (about 
80 percent of veterans in a current VR&E plan to attend college); 

• independent living services, including comprehensive in-home assessment, assistive 
technology, independent living skills training, and connection to community-based sup-
port services; and 

• self-employment for veterans with limited access to traditional employment and who 
need flexible work schedules or a more accommodating work environment because of the 
limitations caused by their disabilities and life circumstances (Steier, 2006). This pro-
gram is intended primarily for veterans whose businesses collapsed because they were 
deployed for a period of time. The self-employment track assists the veteran in reestab-
lishing a business through help with developing a business plan, fees and licenses, ac-
counting and legal matters, and start-up supplies and building leases. 

 
A pilot test of the model was successfully completed in FY 2005, and staff training on the 

new process and tools was completed in FY 2006. Job resource labs are being established in all 
regional offices, and the VetSuccess.gov website has been developed. In other recent develop-
ments, the position of vocational rehabilitation counselor (VRC) was established to combine the 
former roles of counseling psychologist and vocational rehabilitation specialist, which gave the 
VRC full responsibility for evaluating, planning, and managing a veteran’s program from the 
beginning through rehabilitation. The position of employment coordinator (72 are currently as-
signed to 56 regional offices) was established to focus on employment for job-ready veterans in 
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order to incorporate employment readiness, marketing, and placement (U.S. Congress, House of 
Representatives, Committee on Veterans Affairs, 2006). Other referral services include medical, 
dental, optical, mental health treatment, veteran centers, specially adapted housing, voca-
tional/educational counseling, and special hiring authority (Steier, 2006). 

In response to written questions submitted at a 2005 congressional hearing on the individual 
employability program, the following data on the VR&E program were provided: 

 
• The average number of days from the point of entering the evaluation/planning phase to 

the determination that the veteran has achieved rehabilitation is 933 days. 
• The top five occupational categories veterans are rehabilitated into are professional, tech-

nical, or managerial; clerical; services; structural (building trades); and machine trades. 
• The average salary of a suitably employed rehabilitated veteran in FY 2005 was $39,600. 
• As of September 30, 2005, the VR&E program had a total of 625 vocational rehabilita-

tion counselors and counseling psychologists. 
• The average workload per counselor was 150 cases. 
• In FY 2005, 34,038 veterans received favorable VR&E entitlement determinations. Of 

that number, 25,400 entered a plan of rehabilitation. The rest either decided not to pursue 
the program at that time or were unable to pursue the program because the extent of their 
injuries or disabilities made it infeasible for them to obtain their vocational objective 
(U.S. Congress, Senate, Committee on Veterans Affairs, 2005). 

 
The Coming Home to Work (CHTW) program recently was established as an expanded out-

reach effort to provide civilian job skills, exposure to employment opportunities, and work ex-
perience for Operation Iraqi Freedom and Operation Enduring Freedom (OIF/OEF) servicemem-
bers and veterans. These individuals work with a vocational rehabilitation counselor to gain work 
experience in a government facility that supports their career goals. According to testimony, in 
FY 2007 through the end of January 2007,  

 
• 16 servicemembers are participating in active work experience programs with federal 

agencies while awaiting discharge or return to duty orders. 
• 121 servicemembers are receiving early intervention services in preparation for work 

experience programs, including vocational counseling, testing, and administrative 
support necessary for successful placement in a work experience program. 

• 24 servicemembers have returned to active duty following early intervention services. 
• 108 veterans participating in the CHTW program at a military treatment facility were 

referred to their local Regional Office for continuation of VR&E services. 
• Seven veterans have been hired directly by their work experience employers upon 

discharge from active duty (U.S. Congress, House of Representatives, Veterans Af-
fairs Subcommittee on Economic Opportunity, 2007:4-5). 

 
As a further step to answer the needs of the OIF/OEF servicemembers and veterans, priority 

outreach and case management are provided for those who apply to the VR&E program. Voca-
tional rehabilitation and employment case coordinators (VRECCs) were recently established in 
regional offices to assist these individuals in addressing their needs (U.S. Congress, House of 
Representatives, Veterans Affairs Subcommittee on Economic Opportunity, 2007).  



MEDICAL CRITERIA FOR ANCILLARY BENEFITS  175 
 

Prepublication Copy – Uncorrected Proof 
 

Joint Efforts 
Several joint efforts have developed in recent years to enhance employment opportunities for 

veterans with disabilities: 
 
The VR&E Service has developed working partnerships and signed Memoranda of Un-
derstanding (MOU) with Federal, State, and private-sector employers who have agreed to 
train and hire veterans participating in the VR&E Program. The VR&E Service has also 
expanded its relationship with faith-based and community-based organizations for careers 
in a host of not-for-profit employment areas (U.S. Congress, House of Representatives, 
Veterans Affairs Subcommittee on Economic Opportunity, 2007:2). 
 
VA collaborates with the Department of Labor (DOL) in its efforts. Through an October 

2005 memorandum of understanding, VA and DOL established a partnership in the Department 
of Labor Veteran’s Employment and Training Services (DOL-VETS). A team approach to job 
development and placement activities is being made to improve vocational outcomes for pro-
gram participants. Veterans who enter a program of vocational rehabilitation are provided infor-
mation about this employment assistance through the DOL-VETS program and they are encour-
aged to register with their state workforce agency.  

The services of DOL’s Disabled Veterans Outreach Program (DVOP) specialists and the lo-
cal veterans’ employment representatives (LVERs) have been combined, and a network of over 
3,200 one-stop career centers have been established throughout the United States. VR&E staff in 
all regional offices and more than 100 outbased offices work with the DVOP specialists and 
LVERs. Currently, 71 DVOP specialists or LVERs are colocated with VBA staff in 38 VA re-
gional offices and 26 outbased locations, and they share access to the VA resources, and collabo-
rate in the production of training resources (U.S. Congress, House of Representatives, Veterans 
Affairs Subcommittee on Economic Opportunity, 2007).  

Another joint effort with DOL is the Disabled Transition Assistance Program (DTAP), which 
involves intervening on behalf of service members who may be released because of a disability 
or who believe they have a disability qualifying them for VR&E services. The DTAP customizes 
transition information to the needs of veterans with service-connected disabilities and provides 
assistance to service members in filing applications for VR&E benefits and educational counsel-
ing services. In FY 2006, VA conducted 1,462 DTAP briefings with 28, 941 participants in FY 
2006. FY 2007 figures, through the end of January 2007, were 493 briefings with 9,407 partici-
pants (U.S. Congress, House of Representatives, Veterans Affairs Subcommittee on Economic 
Opportunity, 2007). 

In 2007, VA reported the following improvements in the DTAP program:  
 
• Standardized PowerPoint presentations and a standardized video that provide infor-

mation on the VR&E program and introduces the Five-Track Process. The DTAP 
presentation is available online at www.vetsuccess.gov. 

• QuickSeries booklet on VR&E benefits and services distributed during DTAP brief-
ings 

• 80,000 DTAP CDs distributed to Military Transition Centers in FY 2006 
• DTAP oversight visits for quality assurance and best practices 
• One-on-one DTAP briefings provided to servicemembers receiving treatment at the 

Polytrauma SCI Centers 
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• An updated memorandum of agreement signed on September 19, 2006 between VA, 
DOL, DoD and DHS (U.S. Congress, House of Representatives, Veterans Affairs 
Subcommittee on Economic Opportunity, 2007:3-4) 

 
A further improvement was the recommendation made by a White House Task Force (Task 

Force, 2007) and ordered by the President (The White House, 2007) that DoD increase atten-
dance at the Transition Assistance Program (TAP) and DTAP sessions to 85 percent of those 
separating servicemembers and demobilizing National Guard and Reserve forces. VA and DoD 
are to ensure that an overview of the TAP program and the benefits and support available from 
DOL and VA are provided, and that the DTAP presentations include specific information and 
materials for injured or disabled servicemembers who are being demobilized, deactivated, or dis-
charged. It was also recommended that the GWOT’s spouses be invited to attend to expand the 
outreach effort. The primary recommendation was made to ensure that these individuals be given 
the tools to support their transition back into civilian lives (Task Force, 2007).10  

In May 2005, VA and the National Guard Bureau signed an agreement to enhance access and 
services to veterans and to share information, and 54 National Guard state benefits advisors who 
act as statewide points of contact subsequently were trained. To assist VBA in its efforts to con-
tact servicemembers eligible to apply for disability compensation, VA and DoD are collaborating 
to ensure that VA is notified of servicemembers referred to the physical evaluation board and 
who may be medically separated or retired. Partnerships with private and not-for-profit sectors 
are being promoted by VA to provide veterans with early access to competitive career opportuni-
ties and training (U.S. Congress, House of Representatives, Committee on Veterans Affairs, 
2006). 

Statistics 
About one in five veterans who reported receiving service-connected disability compensation 

also reported that at some point they received VA vocational rehabilitation services. At 14.4 per-
cent, those veterans in military service between the World War II and Korean War eras represent 
the lowest proportion receiving these services, while those veterans serving in the post-Vietnam 
era and during the Gulf War received the highest proportions at 24.6 and 23.2 percents, respec-
tively (VA, 2001). 

According to VA FY 2007 budget request, and based on actual 2005 numbers, 22,940 veter-
ans received VR&E rehabilitation, evaluation, planning, and employment services with no mone-
tary benefit payment. The number of veterans who received subsistence allowances was 55,725, 
for a total cost of about $2.8.6 million, while 14,038 veterans received benefits for books, tuition, 
supplies, fees, and other applicable expenses, for a total cost of $335.6 million (VA, 2006b). In 
summary, 92,703 veterans received services with or without monetary compensation, at a total 
cost of $564,251,000 in compensation.  

For the 12 months ending September 30, 2006, VA processed 63,286 VR&E applications, of 
which 60,084 were deemed eligible and 3,202 were disallowed. The number of IU cases proc-
essed for VR&E benefits was 495. Overall, in the 12 months ending in August 2006, 11,965 vet-
erans successfully completed their rehabilitation plans and either became employees or entered 
                                                           

10 The target date for this outreach recommendation to be enacted is August 30, 2007. It applies to the (1) Na-
tional Guard and Reserve TAP, (2) Injured/Disabled TAP, (3) Marketing TAP/DTAP, and (4) Turbo TAP. The lead 
agency is VA; however the other agencies involved include DoD, DOL, the Department of Education, the Small 
Business Administration, and the Office of Personnel Management (Task Force, 2007). 
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into independent living arrangements. For this same time period, veterans were provided VR&E 
services for graduate school (2,117); undergraduate school (43,195); vocational, technical, or 
nondegree study (3,683); work experience (498), and farm cooperative work-study (8) (Steier, 
2006). It is difficult to determine from the data how many veterans successfully completed the 
program or how many of them subsequently became employed. 

It was reported in March 2007 House testimony that there has been improvement in the reha-
bilitation rate, which is defined as the number of veterans with disabilities who achieve their 
VR&E goals and are declared rehabilitated compared with the number who discontinue or leave 
the program before achieving these goals. In FY 2006, 73 percent of program participants were 
reported to have achieved rehabilitation, while in FY 2007, the rate had risen to over 74 percent. 
Further, according to this testimony, improvement was seen in the number of days it takes a vet-
eran to begin a program of services intended to lead to suitable employment, which is measured 
by the days a veteran spends in applicant status. It was reported that veterans spent an average of 
54 days in applicant status in FY 2006, and an average of 53 days in FY 2007. Finally, the testi-
mony indicated that in FY 2006, 9,335 veterans had achieved their rehabilitation employment 
goals, with the top five occupations categories being professional, technical, and managerial ca-
reers (6,632 veterans); clerical careers (660); services careers (439); machine trades (349); and 
building trades (226). VR&E is planning to hire additional staff in FY 2007, which would in-
crease the number of employees to over 100 and reduce the number of cases assigned to the 
counseling staff and reduce case management workload by approximately 10 percent (U.S. Con-
gress, House of Representatives, Veterans Affairs Subcommittee on Economic Opportunity, 
2007). 

According to VA’s budget request for FY 2008, the VR&E program constitutes less than 1 
percent of the VA budget. In FY 2006, for example, VR&E expenditures were 0.8 percent ($573 
million) of total VA expenditures of $69,809 million, and VA expects that percentage to be 
about the same in FY 2007 and FY 2008 (VA, 2007). 

Observations 
The range and quality of the services made available to veterans impressed the committee, as 

did the potential for very positive outcomes for veterans who take advantage of VR&E services 
for improving employability, independence, income, and quality of life. On the other hand, the 
committee noted that relatively few eligible veterans with disabilities apply for VR&E services, 
and that the confluence of similar benefits could be confusing. Additional concerns raised during 
presentations and deliberations included the validation of the costs expended for the programs, 
their effectiveness, the insufficient number of trained personnel providing services, the coordina-
tion among the various benefits, and the limited benefit for those veterans who may be unmoti-
vated to participate in the various VR&E programs. 

Given the potential strong positive impact of VR&E services on a veteran’s life, the commit-
tee feels that VA should address concerns about the program’s structure (e.g., interrelatedness of 
the benefits), socioeconomic reliability, and validity of the tests used to assess potential benefits 
from VR&E programs. VA should also address personnel issues, as well as seek out ways of en-
couraging and providing incentives for the use of VR&E services by veterans with disabilities. 

From a medical standpoint, medical intervention at as early a stage as possible is very impor-
tant. However, VA’s historical approach as far as VR&E services are concerned is that it occurs 
at a later step in the sequential process; that is, the veteran receives a rating determination and 
then is informed of his or her eligibility. The VR&E Task Force stated: 
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In order for VA to fulfill its mission “to care for him who shall have borne the battle, and 
for his widow and his orphan,” the delivery of vocational employment services for dis-
abled veterans must be changed—and in fact, it must become a totally new program. Pre-
vious reforms of the VR&E Program have not been successful. This is due in large meas-
ure to the fact that the VR&E Service has been modifying a multi-step, serial process 
system that is wedded to an outdated, traditional view of vocational rehabilitation that 
emphasizes veteran training (VA, 2004:5). 
 
Soldiers seriously wounded in Iraq and Afghanistan, who in the past would not have survived 

their wounds, have survived because of the wider use of improved body armor and protective 
equipment, better battlefield medical care, and improved evacuation techniques. These veterans, 
including those with amputations, hearing and vision losses, and other conditions, are returning 
home and are in need of both medical and vocational attention. Modern medicine and assistive 
technologies can improve both their health outlook and enable them to find gainful employment 
of various kinds. According to the task force: 

 
This sense of urgency has never been more acute than now. VR&E Service is facing a 
new challenge: the thousands of Guard and Reserve personnel who have been mobilized 
from their civilian jobs and who will return directly to employment or to college . 
 
Significant numbers of veterans—in war and during peacetime—will continue to experi-
ence illnesses or impairments that impact their lives forever. The advances in medical re-
habilitation, biomedical technology, rehabilitation engineering, and assistive technology 
will enable many veterans with disabilities who were not previously employable to now 
be employed and for veterans to be employed for longer periods of time after military 
service than in previous generations (VA, 2004:5). 
 
The Government Accountability Office (GAO) reported: 
 
More than 10,000 U.S. military servicemembers, including National Guard and Reserve 
members, have been injured in the conflicts in Afghanistan and Iraq. Those with serious 
injuries are likely to be discharged from the military and return to civilian life with dis-
abilities. The Department of Veterans Affairs (VA) offers vocational rehabilitation and 
employment (VR&E) services to help these injured servicemembers in their transition to 
civilian employment. GAO has noted that early intervention--the provision of rehabilita-
tion services as soon as possible after the onset of a disability--is a practice that signifi-
cantly facilitates the return to work (GAO, 2005:Summary). 
 
An important part of a VA program shift is a change in focus from employability through 

education and training to employment services: 
 
There are also strong indicators pointing to the fact that the current VR&E program, or-
ganization, and traditional vocational rehabilitation process are stressed. These signs in-
clude high caseloads among the VR&E staff and increasing demand for both vocational 
rehabilitation training and independent living services. Essential functions of employment 
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readiness, job placement, and marketing are not being performed either adequately or in a 
standardized way across the system, and veterans are dissatisfied with the current level of 
employment services (VA, 2004:6). 
 
As an example of possible improvements in VR&E services, the longitudinal study of veter-

ans mentioned by Judith Caden, director of the VA’s VR&E Service, looks promising, although 
the results had not been released during the time this report was being prepared: 

 
In FY 2003, VR&E Service entered into a contract for a longitudinal study of veterans 
who have been declared rehabilitated upon completing our program. This study will 
cover the years 1992 to 2002 and provide data in several key areas, such as how many 
veterans have sustained employment, their current salaries, work stability, educational 
history prior to disability, length of rehabilitation program, and other demographic infor-
mation (branch of service, age, etc). The study results, which should be available by the 
end of FY 2005, are expected to provide VR&E empirical information that can be used to 
predict participants’ potential for successfully completing a program of rehabilitation ser-
vices (U.S. Congress, House of Representatives, Committee on Veterans Affairs, 
2005:5).11 
 
Further, Caden addressed future VR&E initiatives: 
 
The initiatives we have planned for the coming years will continue to have a positive im-
pact on services to veterans. We are planning joint information technology initiatives 
with the Education Service that will allow VR&E to utilize existing web-based applica-
tions for enrollment verification and certification. We are also developing a formal men-
toring program for newly selected VR&E and Assistant VR&E Officers. In addition to 
the one-on-one mentoring relationship with an established VR&E field manager, the 
newly selected managers will have an opportunity to learn from VR&E Central Office 
staff (U.S. Congress, House of Representatives, Committee on Veterans Affairs, 2005:6). 
 
Responding to the need to improve VR&E services will take a proactive approach that in-

cludes early intervention and monitoring of the medical improvements made by those who at 
first, understandably, were not ready to accept vocational rehabilitation when they returned 
home. While steps are being taken to facilitate the transition from military service to civilian em-
ployment, more remains to be done. 

Automobile Assistance 
Automobile assistance is a one-time payment of up to a statutory limit (currently $11,000) 

toward the purchase of a vehicle (e.g., automobile, van, jeep, truck, station wagon) or other con-
veyance by veterans with certain service-connected disabilities (VA, 2006a).12 The payment 
must be made to the seller. To receive automobile assistance, a veteran must have acquired one 

                                                           
11 The results of this survey are not yet available.  
12 See also 38 CFR §3.808 and VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, 

Part 9, Ch. 2. Under 38 U.S.C. 1151, veterans injured while receiving medical care or training and rehabilitation 
services from VA are eligible as if service connected. Active duty military personnel with these disabilities are also 
eligible for the automobile and adaptive equipment allowance. 
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of the following service-connected disabilities as a result of injury or disease incurred or aggra-
vated during activity military service, or as a result of medical treatment or examination, voca-
tional rehabilitation, or compensated work therapy provided by VA: 

 
• loss, or permanent loss of use, of one or both feet; or 
• loss, or permanent loss of use, of one or both hands; or 
• permanent impairment of vision in both eyes with a central visual acuity of 20/20 or less 

in the better eye with corrective glasses, or central visual acuity of more that 20/200 if 
there is a field defect in which the peripheral field has contracted to such an extent that 
the widest diameter of visual field has an angular distance no greater than 20 degrees in 
the better eye, and 

• ankylosis (immobility) of one or both knees or one or both hips. 
 
Qualifying disabilities must be incurred or aggravated by service and not under 38 U.S.C. 

1151.13 An additional rating is not required to establish eligibility to either automobile or adap-
tive equipment (see section below) if a prior rating decision had already established service con-
nection for qualifying disabilities. The rating decisions that initially established service connec-
tion for qualifying disabilities should address eligibility for automobile or adaptive equipment 
even though a specific claim for the benefit has not been filed.14 

According to the VA FY 2007 budget request, 1,461 veterans received this benefit in FY 
2005 at an average cost of $10,784, for a total cost of about $15.8 million (VA, 2006b). 

Adaptive Equipment Assistance 
Anyone who qualifies for automobile assistance also qualifies for adaptive equipment assis-

tance. To be eligible to receive only adaptive equipment (as opposed to the automobile allow-
ance), the veteran or serviceperson must be entitled to disability compensation for ankylosis of 
one or both knees or hips based on the establishment of a service connection, or entitlement un-
der 38 U.S.C. 1151 as the result of VA treatment or examination, compensated work therapy,15 
or vocational training under 38 U.S.C. Chapter 31. It must be clear in rating decisions that grant 
eligibility for this benefit does not include the automobile.16 

The adaptive equipment benefit may be paid more than once (no limit17), and it may be paid 
to either the seller or the veteran. Repair, replacement, or reinstallation of adaptive equipment 
may also be required because of the wear and tear caused through use over time and for the safe 
operation of a vehicle purchased with VA assistance. The adaptive equipment assistance pays for 
such items as an automatic transmission, power steering, power brakes, power window lifts, 

                                                           
13 Title 38, Part II, Chapter 11, Subchapter VI, § 1151. Benefits for persons disabled by treatment or vocational 

rehabilitation. 
14 38 CFR 3.808 and M21-1, Part IX, subpart 1, Ch. 2. 
15 The Veterans Industries/Compensated Work Therapy Program provides a structured environment where cli-

ents participate in vocational rehabilitation activities at least 30 hours per week. Clients for this program must have a 
primary psychiatric or medical diagnosis, be medically stable, and have a goal of competitive employment. Avail-
able: http://www1.va.gov/VI-Dayton/page.cfm?pg=2 (accessed May 4, 2007) 

16 38 CFR 3.808 and M21-1, Part IX, subpart 1, Ch. 2. 
17 38 CFR 3.808 and M21-1, Part IX, subpart 1, Ch. 2. 
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hand-operated gas and brake pedals, power seats, and special equipment necessary to assist the 
veteran in and out of his or her vehicle.18 

According to VA’s FY 2007 budget request, 8,009 veterans received grants for specially 
adaptive equipment at an average cost of $4,714, for a total cost of about $37.8 million (VA, 
2006b). These numbers were based on 2005 figures. 

Specially Adapted Homes 
According to VA FY 2007 budget request, 668 veterans received grants for specially adapted 

homes at an average cost of $42,259, for a total cost of $28.2 billion (VA, 2006b). These num-
bers were based on 2005 figures. Before any improvement grant can be approved and before ex-
penditure from the estate can be authorized, real estate must be titled in the veteran’s name. Any 
purchase of real estate by a fiduciary requires court appointment (VBA, 2006). 

The grants available to qualified veterans are described below. 

$50,000 Grant 
Veterans with certain service-connected disabilities are eligible for a grant to assist in build-

ing a new specially adapted home or in purchasing an existing home remodeled or modified to 
meet their disability-related needs (VA, 2006a).19 VA may approve one-time grants for half the 
cost of building, buying, or adapting existing homes, or to pay down the mortgage on a previ-
ously owned house being adapted, up to $50,000. In some instances, the full grant amount may 
be applied toward the cost of remodeling. A veteran may qualify if he or she has a permanent 
and total service-connected condition or conditions that: 

 
• preclude locomotion without the aid of braces, crutches, canes, or a wheelchair due to the 

loss, or loss of use of both lower extremities; or loss, or loss of use of one lower extrem-
ity together with residuals of organic disease or injury, or one upper extremity, together 
with one lower extremity, which affects the functions of balance or propulsion;20 

• result in the loss, or loss of use, of both upper extremities at or above the elbow; or 
• cause blindness in both eyes, having only light perception, combined with the loss or loss 

of use of one lower extremity. 

$10,000 Grant 
VA may approve grants for the actual cost, up to $10,000, for adaptations to a veteran’s 

home or to help a veteran acquire a home already adapted with special features for his or her dis-
ability (VA, 2006a).21 A veteran is eligible when he or she has a permanent and total service-

                                                           
18 The application form (VA Form 21-4502) has a preapproved list of equipment matched with disabilities (e.g., 

loss of right foot and left foot-operated gas pedal). Equipment not on the list must be approved by VA. 
19 See also 38 U.S.C. 2101(a), 38 CFR §3.809, and VA’s Compensation and Pension Adjudication Procedure 

Manual, M21-1MR, Part 9, Ch. 3. 
20 “Preclude locomotion” as defined by 38 CFR 3.809(d) permits occasional locomotion by other means as long 

as the use of aids is the normal means of locomotion. Thus, a veteran can occasionally walk unassisted and still 
qualify as long as the use of described aids is the usual method of locomotion. See 38 CFR 3.808, and M21-1, Part 
IX, subpart 1, Ch. 2.  

21 See also 38 U.S.C. 2101(a), 38 CFR §3.809, and VA’s Compensation and Pension Adjudication Procedure 
Manual, M21-1MR, Part 9, Ch. 3. 
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connected condition that is due to blindness in both eyes with 5/200 visual acuity or less, or in-
cludes the anatomical loss or loss of use of both hands. This grant may be used in conjunction 
with the veteran’s available loan guaranty entitlement (VBA, 2006). 

Supplemental Financing 
Veterans with available loan guaranty entitlement may also obtain a VA-guaranteed loan or 

direct loan to supplement the grant to acquire a specially adapted home. Amounts with a guaran-
teed loan from a private lender vary; however, the maximum VA direct loan is $33,000 (VA, 
2006a). 

Special Home Adaptation Grant 
This one-time benefit is offered for veterans who do not qualify for special adaptive housing. 

If the veteran has received the special home adaptation grant and subsequently becomes eligible 
for the specially adapted homes grant (described above), payment more than once for the same 
type of adaptation, improvement, or structural alteration is not allowed by law. The grant for up 
to a maximum of $10,000 is offered for the actual cost of adaptations to a veteran’s residence 
that VA determines as reasonably necessary and may be used in conjunction with the veteran’s 
available loan guaranty entitlement. It may be used to help a veteran acquire a residence already 
adapted with special features to accommodate his or her disability (VBA, 2006). A veteran who 
is permanently and totally disabled due to blindness in both eyes with visual acuity of 5/200 or 
less or the loss or permanent loss of use of both hands may apply.22 

Clothing Allowance 
Veterans are eligible for an annual lump-sum clothing allowance if they have a service-

connected disability that requires them to wear or use prosthetics or orthopedic appliances that 
tend to wear out or tear clothing or if their service-connected disability is due to anatomical loss 
or loss of use of a hand or foot. VA will also pay a clothing allowance to a veteran if he or she 
uses medication prescribed by a physician for a service-connected skin condition that causes ir-
reparable damage to the veteran’s outer garments (VA, 2006a).23 According to VA’s FY 2007 
budget request, 82,074 veterans received this benefit at an average cost of $615.42, for a total 
cost of $49.2 million (VA, 2006b). These numbers are based on 2005 figures. 

TASK FORCE ON RETURNING GLOBAL WAR ON TERROR HEROES 
In April 2007, President Bush approved the recommendations made by his Task Force on 

Returning Global War on Terror Heroes, which was appointed in March 2007 (72 FR 10589, 
based on Title 3—Executive Order 13426 of March 6, 2007; The White House, 2007; Task 
Force, 2007). Chaired by R. James Nicholson, Secretary of Veterans Affairs, the membership 
consisted of the Secretaries of Defense, Labor, Health and Human Services, Housing and Urban 
Development, and Education, and the Director of the Office of Management and Budget, the 
Administrator of the Small Business Administration, and the Director of the Office of Personnel 

                                                           
22 38 CFR 3.808 and M21-1, Part IX, subpart 1, Ch. 2..  
23 38 U.S.C. 1162, 38 CFR §3.810, and VA’s Compensation and Pension Adjudication Procedure Manual, 

M21-1MR, Part 9, Ch. 7, “Clothing Allowance.” Under 38 U.S.C. 1151, veterans injured while receiving medical 
care or training and rehabilitation services from VA are eligible as if service connected. 
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Management (Task Force, 2007). Regarding the Task Force report, President Bush announced a 
45-day deadline for the pertinent agencies to report on the implementation of the recommenda-
tions issued by the Task Force: 

 
Today, Secretary of Veterans Affairs Jim Nicholson and members of the Interagency 
Task Force on Returning Global War on Terror Heroes released a government-wide ac-
tion plan that sets out steps to improve our care for America’s troops and veterans. The 
Task Force has proposed specific recommendations to immediately begin addressing the 
problems and gaps in services that were identified across the veterans and military 
healthcare systems. These recommendations include directing the Department of Defense 
and the Department of Veterans Affairs to develop a joint process for disability determi-
nation. … I commend the work of the Task Force, welcome its recommendations, and 
have directed Secretary Nicholson to work with all agencies involved in the recommen-
dations and to report back to me within 45 days on how these measures are being imple-
mented (The White House, 2007). 
 
The Task Force made recommendations that could be implemented within agency authority 

and with existing resource levels, and the focus was on timeliness, ease of application, and effi-
cient delivery of services. The services and benefits currently being provided to Global War on 
Terror (GWOT) service members were cataloged, and the Task Force found that no written or 
electronic single repository houses a comprehensive list. The Task Force made 15 process and 10 
outreach recommendations (Task Force, 2007).24  

Of particular interest for this report are Recommendations P-1 (develop a joint process for 
disability determinations),25 P-1126 (extend vocational rehabilitation evaluation determination 
time limit), and Recommendation P-1227 (expedite adapted housing and special home adaptation 
grants claim). The outreach recommendations were made to encourage the inclusion as widely as 
possible of GWOT servicemembers by making sure they are properly and efficiently notified of 
services and benefits for which they may qualify (Task Force, 2007). 

Recommendation P-11 was formulated to allow seriously injured GWOT’s sustained access 
to independent living services and to increase his or her ability to benefit from rehabilitation ser-
vices ansd allow more time to determine whether he or she will be able to achieve an employ-
ment goal. Those severely disabled will have sustained access to independent living services for 
a period exceeding 12 months until a plan to achieve a suitable vocational rehabilitation goal can 
be formulated (Task Force, 2007). 

Recommendation P-12 requires the specially adapted housing agent to contact the service-
member or veteran within 24 to 48 hours after the rating decision that awards eligibility for the 
grant is received, such that the grant process can be explained, the individual’s immediate inter-
est in using the grant can be determined, and, when appropriate, a face-to-face interview can be 

                                                           
24 These include processes such as interagency disability determination, electronic health care record sharing, 

health screenings, health benefits enrollment, care management, coordination of transfers, and assuring continuity of 
care (Task Force, 2007). 

25 This process was begun on April 3, 2007, and VA was to participate in an advisory council meeting on May 
3, 2007; DoD is the lead agency, working with VA to develop an in-depth plan for for a VA/DoD collaboration in 
the Medical Evaluation Board/Physical Evaluation Board (Task Force, 20007). 

26 The target date for this process was April 20, 2007, and allowed for the immediate extension of the 12-month 
limit on extended evaluation plans. VA is the lead agency. 

27 The target date for this process was April 30, 2007, with VA as the lead agency to develop and disseminate 
implementation procedures to VBA’s field stations. 
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scheduled. The Task Force recommended that VA expedite service for GWOT servicemembers 
and veterans in all stages of the application process by both this more timely contact and frequent 
communication (Task Force, 2007). 

ISSUES 
The VA benefit package for veterans is provided to compensate them for their service to their 

country and to enable them to better adjust to and function in the civilian world. The myriad 
benefits offered—including ancillary and special as described earlier in this chapter—and the 
eligibility requirements for each individually and as interconnected with other benefits in the 
network create a complex tapestry. The transition for a veteran leaving military service and reen-
tering civilian life can be difficult for a number of reasons, but it is further complicated when a 
veteran has become disabled in the course of his or her military service. Disability compensation 
is one part of the benefits package aimed at increasing veterans’ ability to succeed in the civilian 
world and, if they have impairments, to compensate them for their loss of earning capacity (de-
fined as the average loss of earnings of those with the same degree of impairment). An example 
of the interconnectedness of disability compensation with additional benefits is that of veterans 
with disabilities who are assisted by being able to obtain such items as hearing aids, prosthetics, 
and wheelchairs, and are eligible for automobile and adaptive equipment, a clothing allowance, 
and continuing medical care and health insurance. 

The committee has been asked to consider, from a medical viewpoint, the difficult question 
of whether the ancillary benefits of vocational rehabilitation, and the automobile, adaptive 
equipment, housing, and clothing allowances, are appropriate for the conditions the veteran must 
have to receive them. Although the committee agrees that these benefits and others should be 
provided to veterans with service-connected disabilities, there are many issues to consider in de-
termining the appropriate thresholds for the entitlements, including: 

 
• Should the focus of a benefit be the kind of impairments (e.g., current criteria for auto-

mobile benefits and housing) or the individual veteran’s specific/actual needs in a given 
area (e.g., vocational rehabilitation)?  

• Is it possible to determine with some degree of accuracy whether the current levels of 
benefits have improved veterans’ medical or vocational outcomes? Without knowing the 
impact of the current benefits on those veterans receiving them, it is difficult to make 
judgments about the appropriateness of the current eligibility rules and benefit amounts. 
In addition, it is difficult to consider whether eligibility rules and benefits amounts should 
be changed without benchmark information on the efficacy of the current benefits. 

 
To address such issues, it is imperative to have reliable and valid research data in such areas 

as the realized beneficial effect of the medical and vocational benefits in veterans’ quality of life, 
reentrance into the workforce, and the ability to maintain gainful employment. These data should 
demonstrate sufficient improvement to support the existence and structure of the programs of-
fered.  

The same is true on the issue of the remuneration levels that have been set and how they were 
determined. Some of the benefits are indexed, while others are not, and some benefits have not 
been adjusted for many years. Although VA takes a national average approach, consideration 
should be given to adjusting the rate on a regional basis, taking into account differences in cost 
of living nationwide. The need for an automatic adjustment for inflation should also be consid-
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ered, based on rising costs in recent years of owning a home, purchasing an automobile, and pur-
chasing adaptive equipment in homes and automobiles. Reliable data are needed to inform these 
decisions. 

The VR&E benefits are an integral part of the compensation package for many service-
connected veterans. However, despite demonstrated improvements in the program in recent 
years, the current VR&E system was been found to be “out-of date, data poor, and understaffed” 
by the VA VR&E Task Force (VA, 2004). The task force recommended a new employment-
driven service delivery system, integrated services across agencies, and implementation time 
frames for these specific suggestions. A broader, integrated approach to assist veterans in their 
transition from military to civilian life was recommended through the coordination of VA’s 
health, VR&E, and compensation programs. An even more individualized approach was sug-
gested by the task force, including:  

 
• continuing and systematic medical examinations of veterans for better informed career 

and employment decisions;  
• early, routine functional capacity assessments by vocational experts for both disability 

compensation and rehabilitation decisions; and 
• a change from a sequential series of required steps to a more individualized sequence tak-

ing into consideration the person’s education, vocational rehabilitation, and compensation 
needs. 

 
The committee agrees with these recommendations and has formulated other questions as 

well: 
 
• What is the basis for the 12-year limit on eligibility for vocational rehabilitation services? 
• What is the basis for the requirement that a veteran have a service-connected disability 

rated at 20 percent (if there is an “employment handicap”) or a 10 percent rating (if there 
is a “serious employment handicap”) in order to qualify for VR&E services? VR&E ser-
vices are likely to enable the veteran with disabilities to engage in substantial and fulfill-
ing gainful employment and improve his or her quality of life. Over the long term, this 
appears to be a better solution than fostering dependence on the VBA system across the 
veteran’s life span. The committee thus questions the current 20 percent or higher disabil-
ity threshold for eligibility and encourages consideration of a lower threshold for entitle-
ment to these services. 

 
Again, one must have reliable data to make appropriate judgments. There are also difficult 

policy issues to be considered: 
 
• Should every veteran be offered vocational rehabilitation, or should the current threshold 

be lowered, taking into consideration that they are reentering a workforce in which de-
sired job qualifications may well have changed from their preservice period, sometimes 
significantly?  

• Currently, VR&E counselors are not involved in determining whether a service-
connected veteran is unemployable, but should this approach in the decision making 
process change? 
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• Should age, an issue that has been raised in individual unemployability, be a factor in de-
termining eligibility? Certainly, the cost-benefit ratio is lower (more favorable) for 
younger veterans who access VR&E services and improve job opportunities over the 
course of their working life than older veterans who are approaching typical retirement 
age. Also, with increases in age, individuals are likely to have more medical problems 
and normal decline in some faculties that may limit employability and ease of returning 
to a training program. VA should therefore consider age as one of several factors in pro-
viding VR&E services, particularly during time periods when resources limit the avail-
ability of these services to all veterans with disabilities. 

 

FINDINGS AND RECOMMENDATIONS 
The committee supports providing a comprehensive package of benefits for veterans reenter-

ing civilian life after serving their country in the military. However, data on the mitigating ef-
fects of each type of benefit on functional limitation or work disability or other forms of partici-
pation, or on improving quality of life, are lacking. A better approach to assessing the needs of 
individual veterans is needed, and severity of illness and quality of life should be taken into con-
sideration throughout the processes of determining which benefits are appropriate and how the 
benefits should be administered. 

An assessment of health-care and rehabilitation needs should be performed in conjunction 
with the assessment of compensation needs, so that the veteran will benefit from all services VA 
provides to help veterans with disabilities succeed in civilian life. These include specialized re-
search and rehabilitation centers for vision impairment, spinal cord injury, traumatic brain injury, 
polytrauma, and difficult-to-diagnose war-related illnesses. The assessment should also include 
the need for education, vocational rehabilitation, and other VA ancillary services and benefits 
which, together, could enhance a veteran’s ability to succeed in civilian life. 

The most beneficial time for comprehensively evaluating a veteran’s needs for VA services 
to maximize his or her success in civilian life is at the time of separation from the service, al-
though separating servicemembers might be given a grace period of 6 months or a year to apply 
to VA for benefits. With several hundred thousand servicemembers who are leaving the service 
applying for VA compensation each year, the workload of evaluating just this group would be 
substantial. Accordingly, the recommendation of comprehensive multidisciplinary evaluations is 
not aimed at earlier veterans. 

 
Recommendation 6-1. VA and the Department of Defense should conduct a com-
prehensive multidisciplinary medical, psychosocial, and vocational evaluation of 
each veteran applying for disability compensation at the time of service separation. 
 
The Task Force indicated that the handling of adapted housing and special home adaptation 

grants claims needs to be expedited by notifying the returning GWOT applicant within 48 hours 
of his or her rating decision (Task Force, 2007). A larger issue than the important step of expe-
dited notification is that VA does not systematically assess the needs of veterans or evaluate its 
ancillary service programs. Many ancillary benefits arose piecemeal, in response to circum-
stances of the time they were adopted, such as clothing allowances, automobile grants, and adap-
tive housing. The thresholds that have been set for ancillary benefits requirements were not 
based on research on who benefits or who benefits most from the services in terms of rating 
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level. Therefore, it is not possible to judge their appropriateness. It could be that these programs 
could be changed to serve veterans better or there are other unaddressed needs. 

 
Recommendation 6-2. VA should sponsor research on ancillary benefits and obtain 
input from veterans about their needs. Such research could include conducting in-
tervention trials to determine the effectiveness of ancillary services in terms of in-
creased functional capacity and enhanced health-related quality of life. 
 
The President’s Task Force recommended that the time limit in the VA VR&E program 

should be extended from 12 to 18 months to allow additional time for returning servicemembers 
to better understand their rehabilitation needs (Task Force, 2007): 

 
VA Vocational Rehabilitation and Employment Service (VR&E) will authorize the im-
mediate extension, to 18 months, for an Individualized Extended Evaluation Plan (IEEP) 
for those OIF/OEF participants whose severity of injuries warrant additional time to 
make the determination of current feasibility of achieving an employment goal while con-
tinuing to provide independent living services (Task Force, 2007:2). 
 
While this time extension is applauded, the committee must point out another important as-

pect of rehabilitation policy that should be considered. The current 12-year limit on eligibility for 
vocational rehabilitation services is a policy decision with no medical basis, although there may 
be administrative convenience or fiscal control reasons. There are types of employment and 
training requirements that do not realistically adhere to a 12-year deadline. For example, emerg-
ing assistive and workplace technologies (e.g., computing) may provide training or retraining 
opportunities for veterans with disabilities through continuing education of various kinds. New 
types of work may also emerge for which veterans with disabilities could be trained. Growth of 
medical knowledge and breakthroughs in medical technology also do not abide by a 12-year 
limit. 

 
Recommendation 6-3. The concept underlying the extant 12-year limitation for vo-
cational rehabilitation for service-connected veterans should be reviewed and, when 
appropriate, revised on the basis of current employment data, functional require-
ments, and individual vocational rehabilitation and medical needs.  
 
The percentage of entitled veterans applying for VR&E services is relatively low. In FY 

2005, about 40,000 veterans applied for VR&E services and were accepted. About 160,000 vet-
erans began receiving benefits for service-connected disabilities that year, but the pool of poten-
tial eligibles is much larger. Of those deemed eligible, between a quarter and a third have not 
completed the program in recent years. VA should explore ways to increase participation in this 
program. 

 
Recommendation 6-4. VA should develop and test incentive models that would 
promote vocational rehabilitation and return to gainful employment among veter-
ans for whom this is a realistic goal. 
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Individual Unemployability 
 
 
 
 
 
 
 
 
 
 
 

“Individual unemployability,” or IU, is a way for the Department of Veterans Affairs (VA) to 
compensate veterans at the 100 percent rate who are unable to work because of their service-
connected disability, although their rating according to the Rating Schedule does not reach 100 
percent. IU is based on an evaluation of the individual veteran’s capacity to engage in a substan-
tially gainful occupation, which is defined as the inability to earn more than the federal poverty 
level, or about $10,000 a year, rather than on the schedular evaluation, which is based on the av-
erage impairment of earnings concept. IU takes occupational as well as medical factors into ac-
count. Age is expressly prohibited as a consideration, meaning that veterans beyond the normal 
age of retirement may secure benefits under the provisions of IU, the effects of nonservice-
connected disabilities are prohibited as a consideration as well. 

BACKGROUND 
IU is a fast-growing part of the disability compensation program. The number of recipients 

has increased from about 112,400 veterans in FY 2000 to about 228,500 veterans in FY 2006, or 
103 percent.1 The overall number of veterans receiving any form of disability compensation in-
creased by about 16 percent over the same period. At the end of FY 2006, 8.5 percent of veterans 
receiving compensation were rated IU, compared with 4.9 percent at the end of FY 2000. 

By service era, the largest group receiving IU is Vietnam veterans (113,956 in FY 2005, or 
51 percent), followed by peace-time veterans (36,383, or 16.4 percent) and World War II veter-
ans (36,153, or 16.3 percent). See Figure 7-1. 

                                                           
1 Figures from VA FY 2008 budget request, p. 2A1-2A12. http://www.va.gov/budget/summary/VolumeII 

NationalCemeteryAdministrationBenefitsProgramsandDepartmentalAdmin.pdf (accessed May 8, 2007). 
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FIGURE 7-1 IU beneficiaries by period of service, FY 2006. 
SOURCE: Computer Output Identification Number Control Point 501 for IU; FY 2005 Performance and Ac-
countability Report for all beneficiaries. 
 
Currently, according to the Veterans Benefits Administration (VBA), 35 percent of IU bene-

ficiaries have mental health conditions as their major diagnosis (of which more than two-thirds 
are posttraumatic stress disorder [PTSD] diagnoses), followed by musculoskeletal conditions (29 
percent), and cardiovascular conditions (13 percent) (Flohr, 2006). 

According to the Government Accountability Office (GAO), at the end of FY 2005, about 38 
percent of all IU beneficiaries were 65 or older, 13 percent were between the ages of 60 and 64, 
and 49 percent were ages 59 and younger. Forty-six percent of those who were granted IU bene-
fits from October 2004 to October 2005 were 60 or older, and 19 percent were 75 or older (for 
comparison, 46 percent of all living veterans are 60 or older; 16 percent are 75 or older) (GAO, 
2006). 

The VA Office of Inspector General reports that the rate of IU grants varies substantially 
by state. In FY 2004, veterans receiving compensation who were rated IU ranged from a low of 
3.3 percent to a high of 20.1 percent (median of 7.6 percent) among the states. In terms of all 
resident veterans, not only veterans with disabilities, IU beneficiaries ranged across the states 
from 2.5 per thousand veterans to 28.2 per thousand (median of 7.8 per thousand) (VA, 2005). 

Congress held hearings on IU in 2005, out of concern about growth in the number of 
beneficiaries and the advanced age of many of them. 

DEFINITION OF INDIVIDUAL UNEMPLOYABILITY 
IU is regulatory, not statutory. The key section of the regulation reads: 
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Total disability ratings for compensation may be assigned, where the schedular rating is 
less than total, when the disabled person is, in the judgment of the rating agency, unable 
to secure or follow a substantially gainful occupation as a result of service-connected dis-
abilities. Provided that, if there is only one such disability, this disability shall be ratable 
at 60 percent or more, and that, if there are two or more disabilities, there shall be at least 
one disability ratable at 40 percent or more, and sufficient additional disability to bring 
the combined rating to 70 percent or more.2 
 
The regulation goes on to say: “Marginal employment shall not be considered substantially 

gainful employment” and defines marginal employment as earned income that does not exceed 
the poverty threshold for one person established by the Bureau of the Census. In certain circum-
stances, such as the protected environment provided by a family business or sheltered workshop, 
the veteran with higher earnings may be considered for IU by the director of the Compensation 
and Pension (C&P) Service. 

If a veteran is rated 100 percent according to the medical criteria in the Rating Schedule, IU 
is not considered, because, VA has reasoned, it is not needed. There is an advantage for the vet-
eran in being rated 100 percent according to the schedule rather than extraschedularly for IU: a 
schedular 100 percent rating allows the veteran to engage in substantially gainful employment; 
while an extraschedular 100 percent rating based on IU does not. 

If a rater finds that a veteran is unable to secure and follow a substantially gainful occupation 
because of his or her service-connected disability, but the veteran does not meet the minimum 
rating level of 60 percent for one disability or 70 percent for multiple disabilities, one of which is 
40 percent, the case may be submitted to the director of the C&P Service to decide whether to 
grant an extraschedular 100 percent rating.3 

ORIGIN AND HISTORY OF INDIVIDUAL UNEMPLOYABILITY 
Authorization for IU was added to the 1933 Rating Schedule in 1934. Previously, the Rating 

Schedule said that total disability exists when any impairment makes it impossible for the aver-
age person to follow a substantially gainful occupation. The 1934 revision of the regulations au-
thorized total disability ratings “without regard to the specific provisions of the rating schedule” 
if a veteran with disabilities is unable to secure or follow a substantially gainful occupation as a 
result of his disabilities (U.S. Congress, Senate, Committee on Veterans’ Affairs, 2005).4 

At that time, the ratings were determined by three-member rating boards consisting of a 
medical specialist, a legal specialist, and an occupational specialist (Griffith, 1945). Currently, 
the decision is made by a ratings veterans service representative (RVSR), based on medical re-
cords, usually including a C&P disability examination by a physician or psychologist, and possi-
bly including a “social and industrial” (occupational) evaluation by a VA clinical social worker. 
The RVSR, although a lay person, has medical and legal training but not vocational training. 

                                                           
2 38 CFR § 4.16a. 
3 38 CFR § 4.16b. 
4 Originally, the veteran had to have a single 70 percent evaluation or a combined evaluation of 80 percent, with 

one disability rated at 60 percent or higher. The standard was changed to the current 60 or 70 percent with one 40 
percent disability in 1941. 
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PROCEDURES FOR DETERMINING INDIVIDUAL 
UNEMPLOYABILITY 

Before even considering IU, the veteran is evaluated for a schedular 100-percent evaluation. 
If he or she is evaluated at 100 percent according to the Rating Schedule, any pending IU claim 
is disregarded. 

A veteran must be unable to secure or retain employment by reason of service-connected dis-
ability and either meet the requirements of 38 CFR 4.16 or have an extraschedular evaluation 
approved by the under secretary for benefits or the director of the C&P Service under 38 CFR 
3.321.5 

The requirements of 38 CFR 4.16 are such that, if there is only one service-connected dis-
ability, it must be rated at 60 percent or more; if there are two or more, one must be 40 percent or 
more, and the combined rating must be 70 percent or more.6 According to 38 CFR 3.321, the un-
der secretary for benefits or the director of the C&P Service may grant higher compensation, in-
cluding total disability (100 percent), than the Rating Schedule allows in “exceptional” cases. 
“The governing norm in these exceptional [“extraschedular”] cases is: A finding that the case 
presents such an exceptional or unusual disability picture with such related factors as marked in-
terference with employment or frequent periods of hospitalization as to render impractical the 
application of the regular schedular standards.”7 

When deciding an IU claim, the rater is supposed to take into account the veteran’s 
current physical and mental condition and his or her employment status, including the 
nature of employment, and the reason employment was terminated.8 

The claim must contain sufficient medical evidence to evaluate the veteran’s current physical 
and mental condition. This evidence includes (but is not limited to) the results of VA examina-
tions, hospital reports, and/or outpatient records. RVSRs are instructed to schedule a medical ex-
amination if the veteran’s medical evidence is incomplete or inconsistent. 

Regarding the nature of the veteran’s previous employment and the reason for termination, 
RVSRs are instructed to review employment and work history for the five-year period preceding 
the date on which the claimant reports having become too disabled to work, as well as any work 
performed after this date.9 Each employer for whom the veteran worked during the 12-month 
period prior to the date the veteran last worked must complete a form as well.10 If an employer’s 
form is incomplete (e.g., only states that the veteran retired), raters must request additional in-
formation about the nature of the retirement (e.g., whether retirement was due to disability and, if 
so, the nature of the disability). Instructions to the raters about determining the cause of unem-
ployment and the circumstances surrounding a veteran’s retirement imply that IU should not be 
granted if the veteran retired from the workforce for reasons other than disability, but this is not 
clearly stated in the regulations, adjudication manual, or training materials. 

Social Security Administration reports are supposed to be obtained and considered if the vet-
eran’s evidence is insufficient to award compensation and shows that he or she receives Social 
Security disability benefits. Vocational rehabilitation records may be obtained and considered 

                                                           
5 38 CFR 4.16(b). 
6 38 CFR 4.16(a). 
7 38 CFR 3.321. 
8 VA’s Compensation and Pension Adjudication Procedure Manual, M21-1MR, “s,” Part IV, Subpart ii, Ch. 2. 

http://www.warms.vba.va.gov/admin21/m21_1/mr/part4/subptii/ch02/ch02_secf.doc.  
9 VA Form 21-8940, “Veteran’s Application for Increased Compensation Based on Unemployability.” 
10 VA Form 21-4192, “Request for Employment Information in Connection with Claim for Disability Benefits.” 
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whenever there is an indication that training was not found to be medically feasible or a veteran’s 
attempt to be trained was unsuccessful. 

RVSRs are instructed not to apply the concept of average impairment used in other compen-
sation decisions to IU decisions. 

“Extraneous” factors, such as age, nonservice-connected disabilities, injuries occurring after 
military service, availability of work, or voluntary withdrawal from the market, are supposed to 
be identified and isolated to determine the severity of the service-connected conditions. The se-
verity of service-connected disabilities alone must be enough to preclude the veteran from ob-
taining or retaining substantially gainful employment. 

Certain multiple disabilities may be considered as one disability for the purpose of meeting 
the 38 CFR 4.16(a) requirements of a 60 percent rating of one condition or 70 percent combined 
rating with one condition rated at 40 percent or higher. These include: (1) disabilities of one or 
both upper extremities, including the bilateral factor, if applicable; (2) disabilities resulting from 
common etiology or a single accident; (3) disabilities affecting a single body system, such as or-
thopedic, digestive, respiratory, cardiovascular-renal, or neuropsychiatric; (4) multiple injuries 
incurred in action; or (5) multiple disabilities incurred as a prisoner of war. 

Marginal employment, defined by VA as earned annual income below the poverty level (or if 
above the poverty level, employment in a protected environment, such as a sheltered workshop 
or family business), is not to be considered substantially gainful employment. 

The focus of an IU claim record is on the accumulation of medical information, and raters are 
not required to have vocational records. However, if a veteran’s records indicate that he or she is 
participating in VA’s Vocational Rehabilitation and Employment (VR&E) program, the rater is 
required to obtain the VR&E records and use them in the IU evaluation.11 Whether vocational 
records from other sources may be considered is not indicated. 

Reevaluation of IU Entitlement 
To verify continued eligibility for IU benefits, all IU recipients must complete annual em-

ployment certification forms describing work performed in the preceding year for each year they 
are receiving IU benefits. A veteran is permitted to work and engage in substantially gainful em-
ployment for up to 12 months. If a veteran engages in substantially gainful employment beyond 
12 months or if a veteran fails to return his or her employment certification form, monthly pay-
ments are reduced to amounts corresponding with the schedular rating. 

VA’S PROPOSAL TO REVISE AND CODIFY THE INDIVIDUAL 
UNEMPLOYABILITY REGULATIONS 

In October 2001, VA published a Notice of Proposed Rulemaking (NPRM), which was a 
draft of a totally rewritten set of regulations governing IU. According to the NPRM, the draft 
regulations would “revise and clarify the procedures and substantive standards for determining 
whether a veteran’s disabilities … prevent him or her from engaging in substantially gainful em-
ployment.”12 The goal of the revision was to address the “scattered and confusing” set of current 
regulations by creating better-defined and more clearly stated specific requirements for this enti-
tlement along with clearer standards. 
                                                           

11 “Regional Office Handling of Individual Unemployability Claims.” VBA Training Letter 07-01, February 21, 
2007. 

12 66 FR 49886, October 1, 2001, “Total Disability Ratings Based on Inability of the Individual to Engage in 
Substantially Gainful Employment (Proposed Rule),” withdrawn December 23, 2005. 
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The revision proposed a number of changes throughout sections 4.15–4.18 of the regulations. 
These included streamlined terminology, elimination of redundancy and unnecessary material, 
definition of terms, and outlining of specific requirements. Proposed changes included the fol-
lowing: 

 
• Reorganize and rewrite to specify the factors that would trigger consideration of IU rating 

and total “extraschedular” ratings. 
• Reduce the percentage threshold for combined ratings from 70 to 60 percent and elimi-

nate of the requirement that one of the disabilities must be rated at least 40 percent. 
• Create a uniform standard to determine an individual’s inability to engage in “substan-

tially gainful employment,” instead of using as a basis for the determination a presump-
tion of helplessness or bedridden status. 

• Define “substantially gainful employment” as any work that is generally done for pay or 
profit that the veteran is able to perform with sufficient regularity and duration to provide 
a reliable source of income. 

• Clarify that an assessment of the veteran’s ability to perform activities generally consid-
ered necessary for “substantially gainful employment” would be the determining factor in 
assigning a total rating. 

• In response to Moore v. Derwinski, require raters to consider medical evidence describing 
the veteran’s service-connected disabilities and the extent to which they limit his or her 
ability to perform “activities normally required for substantially gainful employment,” 
meaning both exertional and nonexertional activities that as a group affect the ability to 
engage in any form of employment.13 

• Clarify that if a veteran is employed, earned income that exceeds an amount that is more 
than twice the maximum annual pension rate for a veteran without dependents will be 
considered conclusive evidence that the veteran is engaged in substantially gainful em-
ployment. 

• Eliminate the concept of “marginal employment,” an individual unemployability eligibil-
ity criterion defined by VA as earned annual income below the poverty level, or if above 
the poverty level, employment in a protected environment such as a sheltered workshop 
or family business. 

• Provide a list of specific factors that the rater must address in every claim for a total rat-
ing for compensation purposes. 

• Require the rater to consider evidence of any other unusual limitations imposed by the 
service-connected disability (e.g., uncharacteristically frequent periods of hospitaliza-
tion). 

• Include a list of factors that VA would disregard in determining entitlement, including 
age, nonservice-connected disabilities, the veteran’s training or lack thereof unless ser-
vice-connected disabilities would impede further training, the state of the economy in the 
veteran’s community, and the fact that prior employment may have been terminated be-
cause of such factors as employer relocation or technological advances that make a prior 
job obsolete. 

• VA should state that it will consider age, occupational background, training, and educa-
tion only to the extent that they limit further training and adaptation. 

                                                           
13 Moore v. Derwinski, 1 Vet. App 356, 359 (1991). 
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A number of external and VA internal comments were received during the open comment pe-

riod. Common themes were the questioning of VA’s approach to making determinations based 
solely on “medical evidence” (excluding “lay evidence”); the inclusive and exclusive nature of 
percentage ratings and related extraschedular issues; the discussion of vocational rehabilitation 
issues relative to the consideration of benefits granted or denied based on age; the quality and 
appropriateness of evaluations; training or lack thereof; availability and types of work allowed 
and disallowed; regularity and duration of periods of work; alternate employment following sur-
gery and during and after convalescence; and the ability or inability to continue working faced 
with the exigencies of managing disability.  

The NPRM was rescinded on December 23, 2005. The reason given in the Federal Register 
was: 

 
The VA has carefully considered the issues relating to the payment of benefits under the 
proposed rule and determined that it does not accomplish the stated purpose or intended 
effect. Accordingly, VA is withdrawing the proposal and is developing a new proposal, 
which it intends to publish at a later date.14 
 

CURRENT STATUS OF INDIVIDUAL UNEMPLOYABILITY: GROWTH 
AND CONTROVERSY 

In May 2005, the VA Office of Inspector General issued a report on state variances in VA 
disability compensation payments (VA, 2005). This report was in response to congressional in-
terest in the reason for differences in VA’s average monthly disability compensation payments 
from state to state. VA’s inspector general selected two clusters of states, one representing the 
six states with the highest average compensation payments and the other representing the six 
states with the lowest payments. Among other data methods used, the office issued a question-
naire to 1,992 VA regional office rating specialists, evaluated 2,100 PTSD claims folders, and 
reviewed the quality and consistency of medical examinations used to support disability rating 
decisions. 

PTSD constitutes the second largest percentage of compensation grants after musculoskeletal 
conditions and the largest for any specific diagnosis. It is also one of the fastest growing disabil-
ity conditions. The data showed that the variance in the number of PTSD cases rated at 100 per-
cent is a primary factor contributing to the variance in average annual compensation payments by 
state. Another factor was the percentage of veterans with disabilities rated for IU. From FY 1999 
to FY 2004, the number of veterans receiving IU benefits had more than doubled, from 95,052 to 
196,916. One quarter (53,390) of the IU cases in FY 2004 were PTSD cases. The high-state clus-
ter averaged 14.3 percent of veterans with IU compared with 5.4 percent in the low-state cluster. 

In October 2005, the Senate Committee on Veterans’ Affairs held a hearing on individual 
unemployability (U.S. Congress, Committee on Veterans’ Affairs, 2005). Senator Larry Craig 
(R), Idaho, the chairman, requested the hearing to determine what was being done to ensure that 
today’s veterans with disabilities are able to become productive members of society. He indi-
cated a concern about the 107 percent increase in IU beneficiaries between 1999 and 2004, 

                                                           
14 70 FR 76221, December 23, 2005. 
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which in his view is an undesirable life circumstance, one of last resort for all except those for 
whom it is clearly appropriate. 

According to Senator Craig, the purpose of the congressional inquiry was to establish an un-
derstanding of the purpose of IU and the standard VA uses in determining a veteran’s eligibility. 
He mentioned a particular concern about the age of IU beneficiaries, based on the fact that a fair 
number of IU recipients are well beyond traditional retirement ages. He posed the following 
question: 

 
Why is a benefit based on unemployability being paid to individuals who, on account of 
age, would likely not be looking for work anyway? In other words, they are at retirement 
age by even today’s modern terms (U.S. Congress, Senate, Committee on Veterans’ Af-
fairs, 2005). 
 
Daniel Cooper, VA under secretary for benefits, testified that there is no clear reason for the 

doubling of IU beneficiaries. However, he pointed out concurrent significant changes: 
 
• From the end of FY 1999 to the end of FY 2005, the number of veterans receiving com-

pensation had increased by 17 percent from 2,252,980 to 2,636,979 at the end of fiscal 
year 2005. 

• There was an increase in the average combined disability over the same period. 
• At the end of 2005, 29 percent of veterans receiving compensation had combined ratings 

of 60 percent or greater, which makes them eligible to apply for IU, compared with 17 
percent in 1999. 

• Recent court decisions had also increased IU ratings.15 
• Advancing age, diabetes, and various presumptions of service connection for cancers as-

sociated with herbicide and radiation, as well as a significant increase in the number of 
veterans awarded service connection for PTSD, accounted for a substantial portion of the 
increase. 

 
Richard Surratt, deputy national legislative director of the Disabled American Veterans, testi-

fied that the increase of veterans rated for IU over the past several years was somewhat consis-
tent with the higher numbers of veterans in the population who are more seriously disabled. 
From FY 2000 to 2004, the number of veterans with 60 percent ratings increased by 31 percent; 
the number of veterans rated 70 percent increased by 60 percent; veterans rated 80 percent in-
creased by 75 percent; and veterans rated 90 percent increased by 91 percent. During the same 
period, there was an increase of 78 percent of veterans rated totally disabled due to IU. He added 
that an aging veteran population also may contribute to increased numbers of unemployable vet-
erans, including those with progressive or degenerative conditions worsening with age and Viet-
nam veterans with disabilities whose disabilities are on average rated higher than their counter-
parts from other periods of service, and who had an estimated median age of 57.4 years at the 
end of FY 2004. Mr. Surratt also cited the contribution of PTSD prevalence among Vietnam vet-
erans (the second most prevalent disability for this group) and the availability of judicial review 
of VA decisions as contributing factors to the expanding number of IU beneficiaries. 

                                                           
15 Norris v. West, 12 Vet. App. 304, March 30, 1999. 
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Mr. Surratt expressed the view that VA should look at the medical and employment evidence 
and any available relevant records from the VR&E Service and the Social Security Administra-
tion to create an adequately developed record in evaluating individual unemployability. 

Admiral Cooper, undersecretary for benefits, was asked a number of questions about appar-
ently controversial issues: vocational rehabilitation (in its many aspects, including follow-up 
health care), the ages of beneficiaries and related matters, and PTSD (including VA’s decision to 
conduct a review of PTSD decisions and the attendant workload). For example, he was asked 
whether trained vocational counselors should be performing IU assessments rather than medical 
examiners, whether advanced age (31 percent of the recipients of the IU benefits were over the 
age of 71) should not preclude the receipt of IU benefits, and why periodic future examinations 
are not requested if an IU recipient is over age 55. Senator Craig stated a general sense that the 
system to help veterans return to productivity is less emphasized than the granting of benefits. 
Admiral Cooper indicated that he did not completely agree with this view, stating that both 
younger and older veterans at retirement age are encouraged to participate in vocational rehabili-
tation. 

In May 2006, GAO issued a report that addressed individual unemployability (GAO, 2006). 
GAO found that VA’s process for ensuring ongoing eligibility of beneficiaries is inefficient and 
ineffective, and relies on old data, has outdated and time-consuming manual procedures, offers 
insufficient guidance, and provides weak eligibility criteria. Further, enforcement activities are 
not tracked and reviewed to better ensure their effectiveness. GAO found VA to be among the 
high-risk federal disability programs in need of modernization, including the compensation pro-
gram, because it had not kept up with trends in science, technology, and medicine, and in the la-
bor market. 

CONSISTENCY IN INDIVIDUAL UNEMPLOYABILITY DECISION 
MAKING 

The 2005 report of VA’s Office of Inspector General focused on the variation in average dis-
ability compensation payments from state to state in FY 2004 (they ranged from a low of $6,961 
to a high of $12,004), but data tables in the report’s appendix include the number of IU benefici-
aries in each state. An analysis of these data shows that the percentage of veterans receiving 
compensation in FY 2004 who were rated for IU ranged from a low of 3.3 percent in Maryland 
to a high of 20.1 percent in New Mexico (median state 7.6 percent) (Figure 7-2). In terms of all 
resident veterans, not just veterans with disabilities, IU beneficiaries ranged from 2.5 per thou-
sand veterans in Maryland to 28.2 per thousand in New Mexico (median state 7.8 per thousand) 
(Figure 7-3). 
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VA RESPONSES 
There is evidence that VA is taking steps to address concerns regarding inconsistencies in IU 

claims processing and the large number of IU recipients of advanced age. On February 21, 2007, 
the director of C&P Service issued a training letter to all regional offices and centers handling IU 
claims. According to the cover memo, the purpose of the letter was to “promote consistency and 
accuracy in the identification, development, and evaluation of claims for individual unemploy-
ability by regional offices.” The letter states in its introductory paragraph: 

 
Benefits granted under the VA Rating Schedule are intended to compensate veterans for 
the average impairment in earning capacity that results from service-connected disease or 
injury. IU is a special additional benefit to address the truly unique disability picture of a 
veteran who is unemployable due to service-connected disability, but for whom the ap-
plication of the Rating Schedule does not fully reflect the veteran’s level of impairment. 
An award of IU allows the veteran to receive compensation at a rate equivalent to that of 
a 100 percent schedular award. However, this benefit is not intended, by regulation or 
policy, to be a quasi-automatic benefit granted whenever a veteran has met a qualifying 
schedular evaluation or reached an advanced age.16 
 
Raters are reminded to consider IU only in exceptional cases (emphasis added), and to first 

determine whether a veteran’s disabilities warrant a 100 percent schedular evaluation before con-
sidering entitlement to IU. 

Regarding age as a factor in IU decision making, the letter states that advanced age (not de-
fined) may relate to voluntary retirement, rather than disability, and that voluntary retirement 
does not necessarily equate with unemployability. Because of this fact, for IU claims submitted 
by veterans of advanced age, raters are instructed to take care in distinguishing worsened disabil-
ity that would have caused unemployability from unemployment due to voluntary retirement. 
Raters are also instructed to discuss age in their explanation of how the available evidence was 
evaluated to arrive at the decision to grant or deny IU. 

The training letter also elaborates on several of the procedures for identifying and evaluating 
IU claims (e.g., passive versus active application, requirements for continued eligibility), only 
tersely described in the VBA rating training manual and the VA Code of Federal Regulations. 

Perhaps in response to concerns highlighted in the May 2006 GAO report on the number of 
IU recipients of advanced age, VBA data show that the number of decisions (meaning both 
grants and denials) on IU claims for veterans ages 70 and older fell from 14,554 in 2004 to 8,897 
in 2006. Meanwhile, for all other age groups, the number of IU decisions increased (Figure 7-4). 

                                                           
16 “Regional Office Handling of Individual Unemployability Claims.” VBA Training Letter 07-01, February 21, 

2007. 
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FIGURE 7-4 Number of IU claims processed by age group, CY 2004-CY 2006. 
SOURCE: IOM staff analysis of data provided by VA Office of Performance Analysis and Integrity.  
 
With the exception of veterans ages 50 and younger, the percentage of IU claims granted fell 

for all age groups between 2004 and 2006 (Figure 7-5). The largest drop in grants was among 
applicants ages 70 and older; the percentage granted IU fell from 68.6 percent in 2004 to 42.6 
percent in 2006. 
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FIGURE 7-5 Percentage of IU grants by age group, CY 2004-CY 2006. 
SOURCE: IOM staff analysis of data provided by VA Office of Performance Analysis and Integrity.  
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FINDINGS AND RECOMMENDATIONS 

Vocational Assessment in IU Evaluation 
Raters use disability evaluation reports from medical professionals and other medical records 

to analyze IU claims, but they do not have comparable functional capacity or vocational evalua-
tions from vocational experts except in cases in which the veteran applicant is participating in 
VA’s VR&E program. Raters must determine the veteran’s ability to engage in normal work ac-
tivities from medical reports and from information in the two-page application for IU and the 
one-page report from employers, neither of which asks about functional limitations. Raters do 
not receive training in vocational assessment, nor does VBA have vocational experts whom rat-
ers may consult when evaluating IU applications. 

The VR&E program has vocational counselors with appropriate education and training to as-
sess employability, but not all veterans claiming IU receive such an evaluation and, if they do, it 
is usually after they are granted IU. VA could use the vocational portion of a multidisciplinary 
disability assessment (described in Chapter 3) of veterans separating from service in determining 
both VR&E needs and IU. In instances in which veterans are applying for IU after separating 
from service, the multidisciplinary assessment could be done at the time of application. 

 
Recommendation 7-1. In addition to medical evaluations by medical professionals, 
VA should require vocational assessment in the determination of eligibility for indi-
vidual unemployability benefits. Raters should receive training on how to interpret 
findings from vocational assessments for the evaluation of individual unemployabil-
ity claims. 
 

IU Eligibility Thresholds 
The basis for the current thresholds—60 percent for one impairment or 70 percent for more 

than one, as long as one of them is rated 40 percent—is not known. It was adopted in 1941, re-
placing the original and stricter 1934 thresholds of 70 and 80 percent. VA’s 2001 proposed re-
vised regulations would have changed the threshold to 60 percent for both single and multiple 
impairments. VA said, “In our view, multiple service-connected disabilities combining to a 60 
percent evaluation are no less likely to result in total disability based on individual unemploy-
ability than single service-connected disabilities evaluated as 60 percent or higher,” but gave no 
evidence for this conclusion. 

Having a threshold makes obvious administrative sense, as long as it is not so high that many 
people with lower ratings who are legitimately unemployable are excluded. What that threshold 
should be, and the extent to which the current threshold requirements reflect unemployability, 
are not known. 

VA regulations allow individuals with lower than current threshold ratings to apply for and 
receive IU, if approved by the director of C&P Service. 

 
Recommendation 7-2. VA should monitor and evaluate trends in its disability pro-
gram and conduct research on employment among veterans with disabilities. 
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For example, VA could survey a sample of veterans to determine how many of them with 
lower schedular ratings are unemployed or have earnings low enough to qualify for individ-
ual unemployability, and consider appropriate changes in the rating criteria based on survey 
results. Employment and earnings trends of veterans who do meet individual unemployability 
eligibility criteria should be followed over time. Further, as a way of checking if the rating 
criteria for a total schedular rating are too stringent, VA should monitor claims and awards 
for individual unemployability by condition to discern whether veterans in a particular diag-
nostic category are disproportionately represented among IU recipients. 

Age of IU Recipients 
The purpose of IU benefits is to provide full benefits to veterans who do not meet a schedule 

100 percent disability rating and who cannot work because of service-connected disability. IU is 
not meant to provide benefits to every veteran with disabilities without earnings, such as veterans 
who voluntarily withdraw from the labor market because of retirement or for other reasons. 
However, GAO statistics indicate that a number of new awards for IU benefits are to veterans 
who are well beyond the normal retirement age for other government programs, such as Social 
Security. The committee did not have data indicating whether these veterans were active in the 
labor market until they applied for IU benefits or whether they had not been active in the labor 
market for many years prior to their application for IU benefits 

 
Recommendation 7-3. VA should conduct research on the earnings histories of vet-
erans who initially applied for individual unemployability benefits past the normal 
age of retirement for benefits under the Old Age, Survivors, and Disability Insur-
ance Program under the Social Security Act. 
 

Factors Considered in IU Evaluation 
The labor market has undergone a substantial shift from one largely based on manufacturing 

for the first three-quarters of the twentieth century to today’s primarily service-based market. 
The reduction in the physical demands of many jobs may make employment easier for older 
workers who have the appropriate education and training. However, for workers whose skills are 
limited to manufacturing or a particular trade (e.g., construction, mining), finding work may be 
difficult in the current job market.  

In the current system, raters do not consider factors such as education and work experience in 
IU eligibility determination; service-connected conditions alone must be enough to prevent the 
veteran from retaining substantially gainful employment. 

 
Recommendation 7-4. Eligibility for individual unemployability should be based on 
the impacts of an individual’s service-connected disabilities, in combination with 
education, employment history, and the medical effects of that individual’s age on 
his or her potential employability. 
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Employment of IU Recipients 
Under the current system, a veteran on IU is permitted to engage in substantially gainful em-

ployment for up to 12 months before IU benefits are terminated. After this grace period of a year, 
the veteran’s payments are based on his or her schedular rating of 60, 70, 80, or 90 percent. 

Disability compensation amounts do not increase in direct proportion to disability rating per-
centages. The largest dollar increase in payment is between the 90 percent ($1,483 per month in 
2007) and 100 percent ($2,471 per month in 2007) rating. A veteran receiving IU who engages in 
substantially gainful employment for more than 12 months will have his or her monthly pay-
ments drop by at least 40 percent, or $988 (the difference between a 100 and a 90 percent rating) 
and by as much as 64 percent, or $1,570 (the difference between a 100 and a 60 percent rating). 
This poses a sudden “cash cliff” that may deter some veterans from trying to reenter the work-
force. Most cash support programs try to provide incentives to work by using some sort of slid-
ing scale to ease the transition from being a beneficiary to being ineligible. The Social Security 
Administration, for example, is conducting a demonstration to test the impact of reducing dis-
ability insurance benefits by $1 for every $2 earned for a period of time after a beneficiary earns 
more than the amount allowed for eligibility, rather than ending benefits suddenly. SSI recipients 
already may keep half of their earned income exceeding the first $65 of monthly earnings and 
$20 in general monthly income. Under the Temporary Assistance to Needy Families (TANF) 
block grant, California allows a family to keep the first $225 it earns a month and reduces the 
TANF benefit by $1 for every $2 for every additional dollar earned (Coe, 1998). 

 
Recommendation 7-5. VA should implement a gradual reduction in compensation to 
individual unemployability recipients who are able to return to substantial gainful 
employment rather than abruptly terminate their disability payments at an arbi-
trary level of earnings. 
 
Given the substantial difference in payment at the 100 percent and lower rating levels, the 

committee believes that implementing a gradual reduction may provide a positive incentive for 
veterans to find and keep employment. Before adopting this recommendation, VA should study 
whether incentive effects exist and, if so, experiment with alternative ways to encourage veterans 
to seek and sustain employment.  
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Other Diagnostic Classification Systems and 
Rating Schedules 

 
 
 
 
 
 
 
 
 
 
 

The Veterans Disability Benefits Commission asked the committee about (1) the advantages 
and disadvantages of adopting universal medical diagnostic codes rather than using a unique sys-
tem, and (2) the advantages and disadvantages of using the American Medical Association 
Guides to the Evaluation of Permanent Impairment (Guides) instead of the VA Schedule for Rat-
ing Disabilities (Rating Schedule). 

ALTERNATIVE DIAGNOSTIC CLASSIFICATION CODES 
As a practical matter, the question is whether the Department of Veterans Affairs (VA) 

should drop or supplement its set of unique diagnostic codes and adopt the diagnostic classifica-
tions used by all health-care providers, including the Veterans Health Administration (VHA). 
These are the International Classification of Diseases (ICD), which is maintained by the World 
Health Organization (WHO), and the Diagnostic and Statistical Manual for Mental Disorders 
(DSM), which is promulgated by the American Psychiatric Association (APA). 

International Classification of Diseases 
The ICD was originally developed as a consistent way for nations to report mortality statis-

tics. In 1948, the sixth revision of the ICD added causes of morbidity for the first time, based on 
a proposed statistical classification of diseases, injuries, and causes of death drafted by a U.S. 
committee.1 The tenth and most recent revision of the ICD was published in 1992 and is used by 
the United States to report mortality statistics. The ninth revision (published in 1977) is still used 
for clinical and reimbursement purposes. 

Use of the ICD 
The original purpose of the ICD was to provide internationally consistent statistics that 

would allow epidemiologic comparisons within populations over time and between populations 
                                                           

1 This account is based on a history of the development of the ICD on the WHO website. http://www.who.int/ 
classifications/icd/en/HistoryOfICD.pdf (accessed March 26, 2007). 



208 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

at a given point in time. In addition, it has come to be the basis for classifying diagnostic infor-
mation for clinical purposes and for health insurance billing. Several countries, including the 
United States, have developed clinical modifications of the ICD to make them more useful in 
primary care settings and for reimbursement and related purposes. In the United States, this is the 
ICD-9-CM, which was developed by the National Center for Health Statistics (NCHS) and 
adopted by the federal government for Medicare and Medicaid claims in 1988 (an ICD-10-CM 
has been developed but has not yet been phased into use). 

The ICD has a nested structure allowing users to decide on the level of detail to which they 
want to code diagnoses. There are four-digit and, in some cases, optional five-digit subdivisions, 
but users not needing such detail can use the three-digit categories. For example, the three-digit 
code for diabetes mellitus is 250 (Table 8-1). That three-digit code is subdivided into 10 four-
digit codes. Fifth-digit subclassifications can be used with each of the four-digit codes: 

 
0—type II controlled 
1—type I controlled 
2—type II uncontrolled 
3—type I uncontrolled 
 

Thus, for example, the diagnostic code 250.42 indicates type II diabetes with nephropathy or 
other renal manifestation. 

To take another example, the code for chronic bronchitis is 491 (Table 8-1). At the next level 
of detail, there are four-digit codes for simple chronic bronchitis (491.0), mucopurulent chronic 
bronchitis (491.1), obstructive chronic bronchitis (491.2), other chronic bronchitis (491.8), and 
unspecified chronic bronchitis (491.9). Obstructive chronic bronchitis can be classified at the 
five-digit level as “without mention of acute exacerbation” (491.20) or “with acute exacerbation” 
(491.21). 

Internal derangement of knee, whose three-digit code is 717, has 10 four-digit codes, and two 
of the four-digit codes each can be subdivided into several five-digit codes (Table 8-1). 

In 2000, WHO adopted a formal process for updating the ICD between periodic comprehen-
sive revisions. The international collaborating centers, of which one is NCHS, propose revisions 
and additions to an updating and revision committee, which considers whether to include them in 
annual updates of the ICD. Annual revisions have been made since 1995. 

WHO is currently in the process of developing the ICD-11, which is due to be completed and 
released in 2011. 

International Classification of Functioning, Disability, and Health 
The ICD is a classification of diagnoses, not of health states. It does not indicate the severity 

of disease or injury or the patient’s level of functioning or quality of life. Another WHO classifi-
cation, the International Classification of Functioning, Disability, and Health (ICF), was devel-
oped to assess the consequences of disease and injury in terms of an individual’s ability to func-
tion in his or her environment (WHO, 2001): 

 
ICF is a multipurpose classification intended for a wide range of uses in different sectors. 
It is a classification of health and health-related domains—domains that help us to de-
scribe changes in body function and structure, what a person with a health condition can 
do in a standard environment (their level of capacity), as well as what they actually do in  
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TABLE 8-1 Examples of ICD Classifications. 
_____________________________________________________________________________________ 

 
250 Diabetes mellitus 

250.0 Diabetes mellitus without mention of complication 
250.1 Diabetes with ketoacidosis 
250.2 Diabetes with hyperosmolarity 
250.3 Diabetes with other coma 
250.4 Diabetes with renal manifestations 
250.5 Diabetes with ophthalmic manifestations 
250.6 Diabetes with neurological manifestations 
250.7 Diabetes with peripheral circulatory disorders 
250.8 Diabetes with other specified manifestations 
250.9 Diabetes with unspecified complications 

 
491 Chronic bronchitis 

491.0 Simple chronic bronchitis 
491.1 Mucopurulent bronchitis 
491.2 Obstructive chronic bronchitis 

491.20 Without mention of acute exacerbation 
491.21 With acute exacerbation 

491.8 Other chronic bronchitis 
491.9 Unspecified chronic bronchitis 

 
717 Internal derangement of knee 

717.0 Old bucket handle tear of medial meniscus 
717.1 Derangement of anterior horn of medial meniscus 
717.2 Derangement of posterior horn of medial meniscus 
717.3 Other and unspecified derangement of medial meniscus 
717.4 Derangement of lateral meniscus 

717.40 Derangement of lateral meniscus, unspecified 
717.41 Bucket handle tear of lateral meniscus 
717.42 Derangement of anterior horn of lateral meniscus 
717.43 Derangement of posterior horn of lateral meniscus 
717.49 Other 

717.5 Derangement of meniscus, not elsewhere classified 
717.6 Loose body in knee 
717.7 Chondromalacia of patella  
717.8 Other internal derangement of knee 

717.81 Old disruption of lateral collateral ligament 
717.82 Old disruption of medial collateral ligament 
717.83 Old disruption of anterior cruciate ligament 
717.84 Old disruption of posterior cruciate ligament 
717.85 Old disruption of other ligaments of knee 
717.89 Other 

717.9 Unspecified internal derangement of knee 
 

SOURCE: St. Anthony’s Publishing, 2003. 
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their usual environment (their level of performance). These domains are classified from 
body, individual, and societal perspectives by means of two lists: a list of body functions 
and structure, and a list of domains of activity and participation. In ICF, the term func-
tioning refers to all body functions, activities, and participation, while disability is simi-
larly an umbrella term for impairments, activity limitations, and participation restrictions. 
ICF also lists environmental factors that interact with all these components (WHO, 
2002:2). 
 
In 2000, WHO adopted a formal process for updating the ICD between periodic comprehen-

sive revisions. The international collaborating centers, of which one is NCHS, propose revisions 
and additions to an updating and revision committee, which considers whether to include them in 
annual updates of the ICD. Annual revisions have been made since 1995. 

WHO is currently in the process of developing the ICD-11, which is due to be completed and 
released in 2011. 

International Classification of Functioning, Disability, and Health 
The ICD is a classification of diagnoses, not of health states. It does not indicate the severity 

of disease or injury or the patient’s level of functioning or quality of life. Another WHO classifi-
cation, the International Classification of Functioning, Disability, and Health (ICF), was devel-
oped to assess the consequences of disease and injury in terms of an individual’s ability to func-
tion in his or her environment (WHO, 2001): 

 
ICF is a multipurpose classification intended for a wide range of uses in different sectors. 
It is a classification of health and health-related domains—domains that help us to de-
scribe changes in body function and structure, what a person with a health condition can 
do in a standard environment (their level of capacity), as well as what they actually do in 
their usual environment (their level of performance). These domains are classified from 
body, individual, and societal perspectives by means of two lists: a list of body functions 
and structure, and a list of domains of activity and participation. In ICF, the term func-
tioning refers to all body functions, activities, and participation, while disability is simi-
larly an umbrella term for impairments, activity limitations, and participation restrictions. 
ICF also lists environmental factors that interact with all these components (WHO, 
2002:2). 
 
The ICF is sophisticated conceptually but is difficult to operationalize because of its com-

plexity (see Chapter 3). Researchers in the disability and rehabilitation fields are studying how to 
measure the functional domains in the ICF. At this point, it has not been adopted for use by any 
disability benefit programs. 

Classification Systems of Other Disability Programs 
The Social Security Administration (SSA) has the largest program of cash benefits for per-

sons with disabilities. To receive disability benefits from SSA, a person must be unable to en-
gage in any substantial gainful activity for at least a year because of a physical or mental im-
pairment. The substantial gainful activity concept, currently defined as earning no more than 
$900 a month, originally derived from the War Risk Insurance Act of 1914, which defined total 
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disability as mental or physical impairment making it impossible for the individual “to follow 
any substantial gainful occupations” (Berkowitz, 1987:44). 

SSA uses a classification system for its disability benefits program based loosely on the ICD-
9-CM. Before 1985, SSA used four-digit ICD codes. In 1985, SSA modified the classification to 
use three digits followed by a zero. The three digits are mostly identical with the three-digit 
codes in the ICD-9-CM, but SSA does not use all the ICD three-digit codes. In total, the SSA 
system has about 240 codes. The code for diabetes mellitus (2500) is equivalent to the one in the 
ICD-9-CM (250), but there are separate codes for diabetic acidosis (2760), diabetic neuropathy 
(3570), and diabetic retinopathy (3620). The code for chronic bronchitis (4910) is equivalent to 
the ICD code for simple chronic bronchitis (4910) (Table 8-1). The code for knee impairments is 
not the same, however. SSA uses 7160 for all dysfunctional joints (e.g., shoulder, elbow, hip) 
regardless of cause, equivalent to the ICD-9 CM code for other and unspecified arthropathies. 

SSA can manage with less than a third of the approximately 800 codes used by VA to specify 
the impairment in adequate detail. This is because SSA is more concerned with assessment of the 
functional consequences on ability to work than specifying the the impairment in great detail. 
SSA must by law establish that a “medically determinable” impairment exists, which it takes to 
be a well-supported diagnosis, but a diagnosis or existence of an impairment by itself (with rare 
exceptions such as amyotrophic lateral sclerosis (ALS) is not a determining factor in making the 
disability decision. If the medical findings of severity meet or equal the listings, the claimant is 
allowed; if not, residual functional capacity is evaluated along with occupational factors such as 
age, education, and work history. 

SSA also does not have separate codes for different severities of the same impairment, partly 
because it is making an all-or-nothing decision—the person is disabled or is not disabled. VA, on 
the other hand, is concerned with determining degree of impairment. For example, SSA has one 
diagnostic code for all amputations, while VA has many, depending on which limb or digit is 
involved and how much loss there is. Thus, there are five codes for loss of an arm, depending on 
if it was severed at the shoulder, above or below the insertion of the deltoid muscle in the upper 
arm, or above or below the insertion of the pronator teres muscle in the forearm, and the percent-
age ratings for each differs depending on whether it is the dominant arm. 

Diagnostic and Statistical Manual for Mental Disorders 
The DSM is a widely used classification of mental disorders. It uses the same numbering sys-

tem as the ICD, although there are minor differences in what is classified under the same code. 
The DSM has five axes: 

 
• Axis I includes clinical disorders in 14 categories, such as anxiety disorders, childhood 

disorders, cognitive disorders, dissociative disorders, eating disorders, factitious disor-
ders, impulse control disorders, mood disorders, psychotic disorders, sexual and gender 
identity disorders, sleep disorders, somatoform disorders, and substance-related disorders. 

• Axis II includes mental retardation and personality disorders, such as antisocial, avoidant, 
borderline, dependent, histrionic, narcissistic, obsessive-compulsive, paranoid, schizoid, 
and schizotypal personality disorders. 

• Axis III consists of medical conditions that may be relevant to the understanding and 
treatment of the mental disorder. 

• Axis IV includes psychosocial and environmental factors contributing to a disorder, such 
as housing problems, problems with work, bereavement, and legal problems. 
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• Axis V is the Global Assessment of Functioning (GAF), which measures psychological, 
social, and occupational functioning on a 100-point scale. 

 
A psychiatrist uses the DSM to choose the disorder or disorders that most closely match the 

symptoms and signs of the patient. Each disorder has a classification number, or diagnostic code. 
Each disorder has diagnostic criteria that must be present. For example, the diagnostic criteria for 
generalized anxiety disorder (Axis I) are: 

 
A. Excessive anxiety and worry (apprehensive expectation), occurring more days than not 
for at least 6 months, about a number of events or activities (such as work or school perform-
ance) 
B. The person finds it difficult to control the worry. 
C. The anxiety and worry are associated with three (or more) of the following six symptoms 
(with at least some symptoms present for more days than not for the past 6 months; only one 
item is required in children): 

1. restlessness or feeling keyed up or on edge, 
2. being easily fatigued, 
3. difficulty concentrating or the mind going blank, 
4. irritability, 
5. muscle tension, and  
6. sleep disturbance (difficulty falling or staying asleep, or restless, unsatisfying 

sleep). 
D. The focus of the anxiety and worry is not confined to features of an Axis I disorder, such 
as the anxiety or worry is not about having a panic attack (as in panic disorder), being embar-
rassed in public (as in social phobia), being contaminated (as in obsessive-compulsive disor-
der), being away from home or close relatives (as in separation anxiety disorder), gaining 
weight (as in anorexia nervosa) having multiple physical complaints (as in somatization dis-
order), or having a serious illness (as in hypochondriasis), and the anxiety and worry do not 
occur exclusively during posttraumatic stress disorder (PTSD). 
E. The anxiety, worry, or physical symptoms cause clinically significant distress or impair-
ment in social, occupational, or other important areas of functioning. 
F. The disturbance is not due to the direct physiological effects of a substance (e.g., a drug 
of abuse, a medication) or a general medical condition (e.g., hyperthyroidism) and does not 
occur exclusively during a mood disorder, a psychotic disorder, or a pervasive developmental 
disorder. 
 

The DSM also contains three-and-a-half pages of narrative discussion of the diagnostic features 
of generalized anxiety disorder; associated features and disorders; specific culture, age, and gen-
der features; prevalence; course; familial pattern; and differential diagnosis (APA, 2000). 

The DSM was developed by APA in 1952, and has been revised several times. The last major 
revision, DSM-IV, was published in 1994. A text revision of the DSM-IV, called DSM-IV-TR, 
was published in 2000. The fifth edition, DSM-V, is scheduled to be released in 2011. 

William Narrow, research director for APA’s DSM-V task force, briefed the committee on 
its development. APA is conducting a series of conferences and empirical research on criteria 
with longitudinal and epidemiologic datasets. Some of the suggestions from the conferences are 
that DSM-V should include “dimensional” assessments of mental disorders, although not aban-
doning the categorical system, and that there should be regrouping of disorders based on ad-
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vances in understanding of mental disorders. Dimensional assessments would include the degree 
of severity and functional limitations of a diagnosed disorder. A possible candidate for a new di-
agnostic grouping—based on better understanding of causes of mental disorders—would be 
“stress-related and fear circuitry disorders” (Narrow, 2006). 

VA already uses the DSM, but not the current DSM-IV-TR version, because the mental dis-
orders section of the Rating Schedule was last updated in 1996 before the DSM-IV-TR came out. 
For example, according to the Rating Schedule: 

 
The nomenclature employed in this portion of the rating schedule is based upon the Di-
agnostic and Statistical Manual of Mental Disorders, Fourth Edition, of the American 
Psychiatric Association (DSM-IV). Rating agencies [i.e., raters] must be thoroughly fa-
miliar with this manual to properly implement the directives in §4.125 through §4.129 
and to apply the general rating formula for mental disorders in §4.130 (38 CFR 4.130). 
 
VA also organizes the schedule of ratings for mental disorders under eight broad categories 

that correspond to DSM categories, such as schizophrenia and other psychotic behaviors, mood 
disorders, and somatoform disorders. Some major DSM categories are not used, for example, 
disorders usually first diagnosed in infancy, childhood, or adolescence (e.g., mental retardation, 
attention deficit/hyperactivity disorder [ADHD]), substance-related disorders, and personality 
disorders. Individuals with disabling childhood disorders presumably are not accepted for mili-
tary service. For policy reasons, substance abuse and personality disorders are expressly barred 
from being the basis for disability compensation. 

Within major categories of mental disorders, VA does not use all the specific disorders that 
have DSM codes. For example, instead of listing the six specific adjustment disorders (e.g., with 
depressed mood, with anxiety) in the DSM and allowing each to be acute or chronic, VA uses a 
single code, called chronic adjustment disorder. In other cases, VA uses some of the specific dis-
orders but not others. Under mood disorders, for example, VA combines seven bipolar diagnoses 
into one and does not include substance-induced mood disorder, and there is one category for 
“mood disorder, not otherwise specified (NOS),” instead of separate NOS diagnoses for depres-
sive disorders and for bipolar disorders. 

In sum, VA has adapted the DSM classification system to its needs by choosing a three digit 
disorder (i.e., adjustment disorders), using some but not all other disorders at the four- and five-
digit level, and/or combining diagnoses (e.g., making three DSM diagnoses for dissociative dis-
orders into one—“dissociative amnesia, dissociative fugue, and dissociative identity disorder”). 
The effect is to simplify categories (VA uses 36 diagnostic codes whereas DSM uses more than 
300), focus the Rating Schedule on diagnoses more common among veterans (e.g., depression, 
PTSD, schizophrenia), and exclude diagnoses that do not apply (e.g., mental retardation). 

VA also uses Axis V of the DSM, Global Assessment of Functioning (GAF). The GAF is not 
mentioned in the Rating Schedule, but VA materials for training ratings veterans service repre-
sentatives say that Compensation and Pension (C&P) Services mental examinations must include 
the DSM-IV multiaxial format, including the GAF. Raters are instructed to use the GAF score as 
one, although not the sole or main, basis for evaluating mental disability. The C&P examination 
worksheet calls for the current GAF score, and VHA examiners conducting mental examinations 
must be trained in use of the GAF. 
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THE AMA GUIDES: AN ALTERNATIVE RATING SCHEDULE? 
In the 1950s, the American Medical Association began to issue a series of guides to the 

evaluation of permanent impairment for use by physicians asked to assess patients seeking dis-
ability insurance or workers’ compensation benefits. In 1971, they were combined in one vol-
ume, called Guides to the Evaluation of Permanent Impairment. The current fifth edition of the 
Guides was issued in 2000. It defines impairment to be “a loss, loss of use, or derangement of 
any body part, organ system, or organ function” (AMA, 2001:2). A permanent impairment is one 
that has reached “maximal medical improvement,” meaning it is unlikely to improve substan-
tially for the next year. Disability is defined by the Guides as “an alteration of an individual’s 
capacity to meet personal, social, or occupational demands because of an impairment,” and it 
notes that “an impaired individual may or may not have a disability” (AMA, 2001:3). The role of 
the physician, the Guides makes clear, is limited only to determining degree of medical impair-
ment and individual-level functional limitations on activities, and to providing supporting medi-
cal information to those making disability determinations, not deciding if someone is disabled for 
purposes of disability benefits. 

The Guides is organized into chapters on body systems. Some chapters focus on anatomic 
loss, others on functional loss, “depending upon common practice in that specialty” (AMA, 
2001:4). The example given of anatomic loss is an enlarged heart. The corresponding functional 
loss is the loss in the heart’s ability to pump blood, as measured by the ejection fraction.2 

The criteria for evaluating degree of impairment are based on the degree to which the im-
pairment reduces the individual’s ability to engage in activities of daily living, “excluding work” 
(emphasis in the original). The ratings are designed to reflect functional limitations, not degree of 
disability (AMA, 2001:4). This is because the determination of disability involves more than 
evaluation of impairment. It also involves information about the individual’s education, skills, 
job history, age, and environmental circumstances, which are not matters that physicians are 
trained or equipped to assess (AMA, 2001). Although the Guides says that activities of daily liv-
ing (ADLs) are part of the impairment rating process, most the chapters in the fifth edition are 
based on anatomic losses and limitations. 

Robert Rondinelli, lead medical editor of the sixth edition of the Guides, which is due to be 
completed in late 2007, briefed the committee on plans for the sixth edition (Rondinelli, 2006). 
He told the committee that this next edition will  

 
• be revised in accordance with the concepts and nomenclature of the ICF, meaning distin-

guish between impairment of body functions and structures, activity limitations, and par-
ticipation restrictions; 

• clarify that an impairment rating based on the Guides is “a consensus-derived percentage 
estimate of loss of activity, which reflects severity of impairment for a given health con-
dition, and the degree of associated loss of activities of daily living,” but not a direct es-
timate of work disability; 

• be as evidence-based as possible, but otherwise be based on expert consensus; 
• incorporate as much functional assessment as possible, including assessment of ADLs, to 

supplement anatomic measures; and 

                                                           
2 The ejection fraction is the percentage of blood that is pumped from a filled heart ventricle with each heart-

beat. 
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• adopt, if possible, an ADL scale for use in applying the Guides (in the absence of an 
agreed-on scale appropriate for a working population, the fifth edition listed commonly 
used validated scales and left it to the physician to choose the most appropriate one) 
(AMA, 2000:5). 

FINDINGS AND CONCLUSIONS 

Diagnostic Classification Systems 
The Rating Schedule has been in use since 1945. It includes almost 800 unique diagnostic 

codes categorized by body system. Raters match the medical conditions of veterans applying for 
disability compensation with one or more of the codes and then use the criteria associated with 
each code to assign a percentage rating. Therefore, it is important that the diagnostic categories 
represented by the diagnostic codes in the Rating Schedule be as medically correct as possible or 
else the criteria used for determining the rating will not be appropriate. 

Numerical codes first appeared in the 1933 Rating Schedule and were continued in 1945, 
when the current Rating Schedule was promulgated. They are unique to VA. According to VA, 
the codes “are arbitrary numbers for the purpose of showing the basis of the evaluation assigned 
and for statistical analysis in the VA” (38 CFR §4.27). 

VA has periodically updated diagnostic codes within the Rating Schedule to reflect changes 
in medical nomenclature and to add new diseases (e.g., HIV and chronic fatigue syndrome). 
Many of the body systems were comprehensively revised in the early to mid 1990s, when many, 
if not all, diagnostic codes were revised, including infectious diseases/immune disor-
ders/nutritional deficiencies, respiratory, cardiovascular, genitourinary, gynecological, 
hemic/lymphatic, endocrine, mental, dental/oral, and the muscles part of cardiovascular. The skin 
system was overhauled in 2001. In most of these cases, 90 to 100 percent of the diagnostic codes 
were changed in some way, ranging from updating the name to redefining what the code covers 
to changing the rating criteria. Some the body systems have not been comprehensively revised, 
namely, the orthopedic part of musculoskeletal, neurological, and digestive systems. In all, as 
shown in Table 4-1 in Chapter 4, 35 percent (281 of 798) of the codes have not changed since 
1945, most of them in the musculoskeletal (105), neurological (105), and digestive systems (20). 
As a result, there are areas in which, in comparison with current medical standards, conditions 
are misclassified. For example, multiple sclerosis and myasthenia gravis are categorized as neu-
rodegenerative diseases in the Rating Schedule, but are currently thought of as autoimmune dis-
eases. Multiple sclerosis is not necessarily degenerative; it is known to have several forms, in-
cluding a relapsing-remitting type, secondary progressive type, and primary progressive type, 
each with a different course and impact on function. The subcategorization of epilepsy is out of 
date.  

There are pros and cons to changing the diagnostic classification system to the ICD. The 
strongest arguments for adopting the ICD are that it would (1) use the categories of diagnoses, 
definitions of what fits those categories, and nomenclature used in current medical practice and 
make the exchange of information between the examiners and raters more effective in identify-
ing a veteran’s medical problems, and (2) facilitate better understanding of trends in the health of 
the veteran population. The strongest arguments against adopting the ICD are (1) the costs in-
volved and (2) loss of the role current diagnostic criteria play in identifying the location and de-
gree of injury in great detail for rating purposes. 
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Veterans are diagnosed, treated, and rehabilitated in a health-care system in which the ICD 
and the DSM are the bases of common language and understanding. The VA disability compen-
sation system relies heavily on medical records, which are expressed in terms of ICD and DSM 
categories and terms. Raters use these records, whether from private providers or the VHA 
health-care system, as part of establishing the diagnosis or diagnoses pertinent to a veteran’s 
claim. C&P examinations, whether by VHA clinicians or contract clinicians, play a prominent 
role in the disability compensation system, probably in part because the examiner provides the 
service of interpreting the medical information and translating it into Rating Schedule terms for 
raters to use. This may mean that more prominence than warranted is given to the C&P exam-
iner’s snapshot evaluation of a veteran than to the longitudinal information found in the treating 
physician’s records. Having the same diagnostic categories for the disability compensation pro-
gram as VHA and other health-care providers would facilitate communication and understanding 
of a veteran’s health problems. The rater would be better able to relate information in medical 
records to the Rating Schedule if the diagnostic categories corresponded. It would also help the 
program keep up with advances in medical understanding, because the ICD and the DSM un-
dergo regular revision and periodic comprehensive revisions. This would help avoid situations in 
which some currently identified conditions are not found in the Rating Schedule. Raters probably 
realize that paralysis agitans is called Parkinson’s disease and that dementia of the Alzheimer’s 
type is called Alzheimer’s disease, but they would have to determine which codes to use for vet-
erans who are diagnosed with multiple system atrophy, corticobasal degeneration, or progressive 
supranuclear palsy. Also, closely-related diseases such as progressive muscular atrophy, bulbar 
palsy, and ALS are grouped together in the ICD as motor neuron disease (although they have 
different five-digit codes), but they are separated in the Rating Schedule and one, bulbar palsy, 
has different rating criteria than the other two. 

The Rating Schedule contains a number of instances of antiquated terms and names, espe-
cially in the orthopedic section of the musculoskeletal and neurological systems, which have not 
been comprehensively updated since 1945. Raters must match conditions in the medical records 
to the proper diagnostic code in the Rating Schedule. Knowing that Parkinson’s disease should 
be rated under paralysis agitans has already been mentioned. Similarly, raters have to know that 
veterans presenting with an unstable shoulder or elbow should be evaluated under one of the 
codes in the Rating Schedule for “flail joint,” because it is an obsolete term unlikely to appear in 
their medical treatment records. 

As noted in Chapter 2, traumatic brain injury is the signature injury of the war in Iraq. The 
Rating Schedule has a diagnostic code for brain disease due to trauma (8045), which was last 
revised in 1961 (VA, 2006). The rater is directed to evaluate the condition according to its vari-
ous neurological consequences, “such as hemiplegia, epileptiform seizures, facial nerve paraly-
sis, etc.” There is no other guidance in the Rating Schedule on the likely sequelae of brain injury 
for the rater to consider. In recent years, for example, with better measures and definitions, 
medical researchers have discovered significant neurobehavioral impacts of mild to moderate 
brain trauma. Each condition that is service-connected and rated is given a hyphenated code with 
8045 as a prefix (before the hyphen) and the diagnostic code for the related condition as the suf-
fix (after the hyphen). This permits tracking the number of veterans being compensated for trau-
matic brain injury; however, this is not possible for spinal cord injury, which has no diagnostic 
code, but is rated only on the basis of the nerves that no longer work and on the impact on organ 
function. 
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Another advantage of using ICD codes would be the reduction in the rate of analogous codes. 
No classification system can identify every possible diagnosis ahead of time, not even one with 
800 codes such as the VA Rating Schedule. VA provides flexibility by allowing the rater to use 
an analogous condition as a guide for determining the rating percentage. The first two numbers 
are those of the relevant body system, the second two numbers are 99, and the four-digit number 
following the hyphen is for the analogous condition being used for rating purposes. At the end of 
FY 2005, 9 percent (370,000) of the 7.7 million service-connected disabilities had analogous 
codes (Figure 8-1). These percentages were higher for some body systems, especially dental/oral 
(25 percent), genitourinary (18 percent), and hemic/lymphatic (16 percent). The rate of use for 
musculoskeletal conditions is 12 percent, but analogous codes are concentrated in the orthopedic 
part of musculoskeletal, where they constituted 15 percent of the codes. 
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FIGURE 8-1 Rate of use of analogous codes by body system, FY 2005. 
NOTE: Rate is the number of service-connected disabilities coded as analogous (XX99) divided by 
the number of all service-connected disabilities in each body system. 
SOURCE: IOM, 2007. 
 
Analogous codes could be analyzed to identify impairments that occur often enough to de-

serve their own code or for which the criteria in existing codes are not adequate. The Army has 
cited Crohn’s disease as an example of the latter (U.S. Army, 2007). There is no diagnostic code 
for Crohn’s, so it must be rated by analogy. Raters may choose to use the criteria for ulcerative 
colitis (7323) or irritable colon syndrome (7319) to rate the claimed condition, depending on the 
symptomatology. Code 7319 allows ratings for abdominal distress up to 30 percent, while 7323 
allows ratings up to 100 percent in more severe cases. The use of multiple codes makes it diffi-
cult to track the number of Crohn’s disease claims, compare the incidence of Crohn’s with other 
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populations, or recognize when the number of cases of Crohn’s would justify establishment of a 
diagnostic code to make rating more uniform and efficient. 

Use of DSM categories illustrates the potential effect of using a universal code. The catego-
ries are designed to be comprehensive and mutually exclusive. This is probably the reason that 
the rate of analogous codes for mental ratings was less than 1 percent, the lowest rate of all the 
body systems. 

Use of common diagnostic categories would also allow VA managers and researchers to 
compare populations and trends that would help in program planning and in epidemiologic and 
health services research. VA’s diagnostic codes are unique and do not allow comparisons of 
trends in disabilities in populations served by VHA or the Department of Defense (DoD) or re-
search normed to the veteran population. Lack of ICD codes makes it difficult to project actuarial 
trends or to identify emerging trends, such as Gulf War illnesses. Tracking trends in the ailments 
of veterans who served in a particular war and comparing them with other veterans or the general 
population would help VA identify health-care needs and be part of the surveillance system for 
recognizing conditions that should be presumptively service connected. Tracking trends in the 
disabling conditions of veterans in particular military occupational specialties could help VA 
identify occupational health problems for DoD to address. 

Switching to ICD codes would have some downsides. The short-term direct costs would be 
significant in terms of changing computer systems and retraining raters. These costs would al-
ready be incurred, however, if the Rating Schedule undergoes a comprehensive revision in which 
most of the codes would be changed anyway. The costs of switching to a different set of codes 
would also be offset by the benefits for veterans of having a system aligned with modern medical 
practice and record keeping. In addition, the switch does not have to be sudden. Raters could 
continue to use the current codes while phasing in the ICD codes. 

Another downside would be changing the way the current codes are used to specify the de-
gree of loss of a particular body structure or system. For example, there are different codes for 
different degrees of amputation of an arm or leg or various combinations of amputated fingers 
and of toes. However, there is nothing inherent to the ICD that prevents achieving this purpose 
because of the way the numbering can be nested. The ICD-9-CM code for traumatic amputation 
of leg(s) is 897, but there are fourth-digit modifiers for the height of the amputation on the leg. 
ICD users may pick their own set of codes, perhaps at the three-digit level for some conditions, 
and at the four- or five-digit level for others, as VA has done with the DSM-IV. VA could add 
modifiers when subcategories not needed in regular medical practice are desired for its own pur-
poses. 

 
Recommendation 8-1. VA should adopt a new classification system using the Inter-
national Classification of Disease (ICD) and the Diagnostic and Statistical Manual 
for Mental Disorders (DSM) codes. This system should apply to all applications, in-
cluding those that are denied. During the transition to ICD and DSM codes, VA can 
continue to use its own diagnostic codes, and subsequently track and analyze them 
comparatively for trends affecting veterans and for program planning purposes. 
Knowledge of an applicant’s ICD or DSM codes should help raters, especially with 
the task of properly categorizing conditions. 
 
VA should use the most recent versions of the ICD and the DSM in the disability determina-

tion process. When the Rating Schedule is revised, it should include the conditions most preva-
lent in the veteran population, classified according to current medical concepts and terminology. 
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Then each should be given the relevant ICD or DSM code, probably at the three-digit level, 
which would be a relatively small subset of the ICD codes.  

AMA Guides Impairment Rating System 
Use of the AMA Guides would have some advantages. As with the ICD and the DSM, it un-

dergoes comprehensive updating on a periodic basis and, at this point, they are medically more 
up to date than the Rating Schedule. If VA is going to revamp the Rating Schedule to align with 
current medical knowledge, as recommended in Chapter 4, it might consider adopting the al-
ready proven, more up-to-date Guides, or adopt it for certain body systems. It should be noted, 
however, that the Guides were designed for use in a different disability decision system than 
VA’s (that is, workers’ compensation), which has a different division of labor between the medi-
cal examiner and the disability decision maker. In workers’ compensation, the physician is asked 
to evaluate the claimant and determine a percentage rating of total impairment. The Guides leave 
it to the adjudicator in the workers’ compensation program or other disability program to deter-
mine degree of disability, which involves considerations of functioning that the Guides do not 
address. The Guides were designed for use by a licensed physician and limited to a physician’s 
areas of competence, meaning evaluation of impairment of body structures and functions and of 
the ability of the individual to carry out basic daily activities of self-care, such as bathing, dress-
ing, toileting, getting in or out of chair or bed, and eating, and to live independently, such as 
making meals, managing money, shopping for groceries or personal items, performing light or 
heavy housework, and using a telephone.3 

According to the Guides, physicians have the discretion to provide an assessment of an indi-
vidual’s work-related disability only if they are knowledgeable about the essential requirements 
of a specific job and work environment. Evaluation of an individual’s ability to return to work in 
general, such as to any job in the person’s field, is a different matter. 

 
A decision of this scope usually requires input from medical and nonmedical experts, 
such as vocational specialists, and the evaluation of both stable and changing factors, 
such as the person’s education, skills, and motivation, the state of the job market, and lo-
cal economic considerations (AMA, 2001:14). 
 

The Guides includes an example of individuals with the same degree of clinical impairment (e.g., 
30 percent because of pericardial heart disease) but very different degrees of disability, depend-
ing on whether their job is sedentary or involves manual labor (AMA, 2001). 

The Guides is organized by body system but uses a broad numbering system. The cardiovas-
cular system, for example, has four categories: 4.1, hypertensive cardiovascular disease; 4.2, dis-
eases of the aorta; 4.3, vascular disease affecting the extremities; and 4.4, diseases of the pulmo-
nary arteries. The neurological system has more categories—eight—and some are subdivided. 
The criteria for rating cranial nerves (13.4), for example, are discussed under subheadings for the 
olfactory nerve, 13.4a; optic nerve; 13.4b; oculomotor, trochlear, and abducens nerves, 13.4c; 
and so on through the hypoglossal nerve, 13.4i. Diagnostic codes are not used in the Guides. It is 
left to the physician examiner to know which criteria to use for which diagnosis. So, for exam-
ple, the section on criteria for rating cerebral impairments mentions some conditions in exam-

                                                           
3 These correspond to activities of daily living (ADLs) and instrumental activities of daily living (IADLs) 

(AMA, 2001). For definitions of ADLs and IADLs, see NCHS, 2007a,b. 



220 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS 
 

Prepublication Copy – Uncorrected Proof 
 

ples, such as traumatic brain injury, Parkinson’s disease, uremic encephalopathy, epilepsy, and 
dysphasia, but many others, such as multiple sclerosis and ALS, are not mentioned. 

The Guides, designed to measure degree of permanent impairment, not degree of ability to 
work (which is to be determined by government agencies or insurance companies), tends to have 
lower ratings than the Rating Schedule. An example in the Guides is upper extremity amputation 
(Table 8-2). Similarly, AMA Guides rates amputation of a leg at the hip at 40 percent (whole 
person) and the Rating Schedule at 90 percent4. 

 
TABLE 8-2 Comparative Impairment Ratings for Upper Limb Amputation 

VA Rating Schedule AMA Guides 

Amputation Level 
Dominant 

Hand 
Nondominant 

Hand 
Upper Ex-

tremity 
Whole Per-

son 
Shoulder disarticulation 90 90 100 60
Arm above deltoid insertion 90 80 100 60
Arm below deltoid insertion 80 70 95 57
Forearm above pronator teres 
(VA)/bicipital insertion (AMA) 80 70 95 57
Forearm below pronator teres 
(VA)/bicipital insertion (AMA) 70 60
Wrist 70 60 94-90 56-54
All digits 70 60 90 54
NOTE: The insertion points for the pronator teres and bicipital muscles are at slightly different points on the upper 
forearm, so it is possible for someone to have an amputation above the pronator teres and below the bicipital inser-
tion, which is just below the elbow. 
SOURCES: VA Schedule for Rating Disabilities (diagnostic codes 5120−5125) and AMA Guides (Table 16−4). 

 
An individual with severe loss of hearing in both ears would receive a rating of 50 percent 

from the Rating Schedule and 34 percent from the Guides.5 Total loss of hearing is rated 100 
percent in the Rating Schedule and 35 percent in the Guides. For diabetes mellitus, the AMA 
Guides allows ratings of 0 to 5 percent and 6 to 10 percent for type 2 diabetes, the higher rating 
if control of plasma glucose requires both a restricted diet and medication (oral agent or insulin) 
and there is evidence of microangiopathy (retinopathy or albuminaria of greater than 30 mg/dL). 
The Guides allows 11 to 20 percent for type 1 diabetes and 21 to 40 percent if there is frequent 
hyper- or hypoglycemia despite conscientious efforts to control plasma glucose levels by the in-
dividual and physician. Secondary manifestations of type 1 or 2 diabetes (e.g., retinopathy, neph-
ropathy, neuropathy, atherosclerosis) are rated separately. The Rating Schedule provides per-
centages from 10 to 100 percent for diabetes mellitus, with the 100 percent rating requiring: (1) 
more than one daily injection of insulin, (2) restricted diet, and (3) activity restrictions with (4) 
episodes of ketoacidosis or hypoglycemic reactions requiring (a) at least three hospitalizations 
annually or (b) weekly visits to a diabetic care provider, plus (5) either progressive loss of weight 

                                                           
4 The AMA Guides rates impairment for specific body parts and then translates that rating into a whole person 

rating. For example, a 100 percent amputation of the leg at the hip translates into a 40 percent whole person rating. 
5 This assumes a pure-tone average (PTA) of 90 decibels hearing loss at the four frequencies used to calculate 

the PTA. In the VA Rating Schedule, the four frequencies are 1,000, 2,000, 3,000, and 4,000 Hertz. For the Guides, 
the four frequencies are 500, 1,000, 2,000, and 3,000 Hertz. Because noise-induced hearing loss primarily affects the 
frequencies of 3,000, 4,000, and 6,000 Hz, both of these methods underestimate the extent of the acquired hearing 
loss, although the Rating Schedule more accurately reflects the effects of noise-induced hearing loss than the 
Guides. 
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and strength or complications that would be compensable if separately evaluated. As in the 
Guides, secondary manifestations are rated separately. 

The Guides does not determine percentage of impairment from mental disorders. According 
to the fifth edition: 

 
Unlike cases with some organ systems, there are no precise measures of impairment in 
mental disorders. The use of percentages implies a certainty that does not exist. Percent-
ages are likely to be used inflexibly by adjudicators, who then are less likely to take into 
account the many factors that influence mental and behavioral impairment. In addition, 
the authors are unaware of data that show the reliability of the impairment percentages 
(AMA, 2001:361). 
 
Instead, the Guides asks examiners to rate four domains of behavior using a five-category 

scale ranging from 1 (no impairment noted) to 5 (extreme impairment). The dimensions are 
 
• ADLs; 
• social functioning; 
• concentration, persistence, and pace; and 
• adaptation to stressful situations in complex or worklike settings (tendency to decompen-

sate). 
 

Thus an individual might be a assigned a 3 on social function, a 5 on concentration, a 1 on 
ADLs, and a 4–5 on adaptation (as was done in an example of an individual with a major depres-
sive episode and associated anxiety after recovering from a heart attack). It would then be up to 
the adjudicator to determine a percentage of disability based on all the information in the vet-
eran’s medical record, including the four mental assessments with supporting rationales. 

In sum, there are some advantages and some disadvantages to adopting the AMA Guides. 
The advantages are that it is more up to date medically, and (or because) it is updated on a regu-
lar basis. The disadvantages are that it is designed to be used by licensed physicians; measures 
and rates impairment and, to some extent, daily functioning, but not disability or quality of life; 
and does not provide mental ratings. The sixth edition is expected to improve the evidence base 
for impairment evaluation and include more assessment of ADLs, but it still will not be intended 
for use as a tool for evaluating ability to work. 

 
Recommendation 8-2. Considering some of the unique conditions relevant for dis-
ability following military activities, it would be preferable for VA to update and im-
prove the Rating Schedule on a regular basis rather than adopt an impairment 
schedule developed for other purposes. 
 
VA should update its Rating Schedule and improve it to the extent possible by includ-

ing validated functional limitations measures. The evaluation procedures and severity crite-
ria found in the AMA Guides, but not in the Rating Schedule, could be adopted for certain 
conditions, as does Social Security, for example, by requiring use of the techniques in the 
AMA Guides for measuring joint motion. 
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Service Connection on Aggravation and 
Secondary Bases 

 
 
 
 
 
 
 
 
 
 
 
The Veterans Disability Benefits Commission asked the committee to: 
 
From a medical perspective, analyze the current Department of Veterans Affairs (VA) 
practice of assigning service connection on “secondary” and “aggravation” bases. In 
secondary claims, determine what medical principles and practices should be applied in 
determining whether a causal relationship exists between two conditions. In aggravation 
claims, determine what medical principles and practices should be applied in determin-
ing whether a preexisting disease was increased due to military service or was increased 
due to the natural process of the disease. 
 
This chapter summarizes what is known about how aggravation of preservice disability and 

secondary claims are evaluated and rated, and provides recommendations on how the current 
process can be enhanced for each. 

COMPENSATION FOR AGGRAVATION OF PRESERVICE 
DISABILITY CLAIMS 

According to VA regulations, aggravation is defined as occurring under the following condi-
tions:1 

 
A preexisting injury or disease will be considered to have been aggravated by active mili-
tary, naval, or air service, where there is an increase in disability during such service, 
unless there is a specific finding that the increase in disability is due to the natural pro-
gress of the disease. 
 

                                                           
1 38 CFR §3.306. 
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In the two-year period ending September 30, 2006, more than 21,000 veterans were service 
connected on the basis of aggravation of a preservice disability by military service, constituting 
less than two percent of disabilities that were service connected during that time period. The ten 
most common aggravated conditions (Table 9-1) accounted for nearly half of the cases service 
connected on the basis of aggravation. Five percent were rated 50 percent or higher; 87 percent 
were rated 20 percent or lower (Figure 9-1).  

 
TABLE 9-1 Ten Most Common Conditions Service Connected on the Basis of Aggravation,  
FY 2005–FY 2006 
 

Diagnostic 
Code   Disability        Number of 

          Cases 
6100 Hearing loss 3,066 
5276 Flat feet 1,737 
5260 Leg, limitation of flexion of 1,043 
5010 Traumatic arthritis 832 
5237 Lumbrosacral/cervical strain 772 
7101 Hypertensive vascular disease 586 
5242 Major depression 572 
5257 Knee, other impairment of 538 
6602 Bronchial asthma 493 
5271 Ankle, limited motion of 485 

SOURCE: Communication from Bradley G. Mayes, director, Compensation and Pension Service,  
Department of Veterans Affairs, December 14, 2006. 
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FIGURE 9-1 Distribution of grants for aggravation of preservice disability by rating degree from 0 to 
100 percent, FY 2005–FY 2006. 
SOURCE: Communication from Bradley G. Mayes, director, C&P Service, Department of Veterans Af-
fairs, December 14, 2006. 
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Establishing Preservice Disability 
VA begins its evaluation of claims for aggravation of preservice disabilities under a “pre-

sumption of soundness” whereby, unless the evidence indicates otherwise, it is to be presumed 
that veteran applicants were in sound condition on enlistment into service. 

 
38 CFR §3.304(b), “Presumption of soundness.” 
The veteran will be considered to have been in sound condition when examined, ac-
cepted, and enrolled for service, except as to defects, infirmities, or disorders noted at en-
trance into service, or where clear and unmistakable (obvious or manifest) evidence dem-
onstrates that an injury or disease existed prior thereto and was not aggravated by such 
service. Only such conditions as are recorded in examination reports are to be considered 
as noted. 
 
VA can note preservice illness or injury during a veteran’s service.2 For example, if the pres-

ence of disease residuals (e.g., scars, healed fractures) is discovered during service, and there is 
no evidence of the antecedent disease or injury during service, the conclusion is that the antece-
dent disease or injury preexisted service. Where this information is noted, and the evidentiary 
weight that should be given to this information should the veteran file an aggravation claim in 
the future, are not clear.  

Rating specialists consult medical records from before, during, and after a claimant’s enlist-
ment date to evaluate claims involving preservice disability. Likely to be included in these re-
cords are findings from a general medical examination that rating specialists request for almost 
all new claims. According to the medical history section of the compensation and pension (C&P) 
examination worksheet for general medical exams, the physician should include in the report a 
discussion of “whether an injury or disease that is found occurred during active service, before 
active service, or after active service. To the extent possible, describe the circumstances, dates, 
specific injury or disease that occurred, treatment, follow-up, and residuals. If the injury or dis-
ease occurred before active service, describe any worsening of residuals due to being in military 
service.”3 

If medical records indicate that the claimant had an illness or injury prior to enlistment, this 
will not confirm that the condition existed, but will be used as one piece of evidence in an overall 
evaluation “with due regard to accepted medical principles pertaining to the history, manifesta-
tions, clinical course, and character of the particular injury or disease or residuals thereof.”4 

Under the presumption of soundness principle, if a preservice disability is not noted in the 
veteran’s medical records, VA has the burden of showing by clear and unmistakable evidence 
that the disease or injury existed prior to service, and was not aggravated by service.5 

Aggravation vs. Natural Process of Disease 
According to VA rating policy instructions, “Where the advancement in severity is beyond 

that to be expected by natural progress of the condition, service connection is warranted.6 This 

                                                           
2 38 CFR 3.303(c). 
3 http://www.vba.va.gov/bln/21/Benefits/exams/disexm23.htm (accessed December 20, 2006). 
4 38 CFR 3.304(b)(1). 
5 VA’s Compensation and Pension Adjudication Procedures Manual (M21-1MR) is the Veterans Benefits Ad-

ministration’s (VBA’s) manual for the disability determination process. The section on aggravation is attached as 
Appendix A of the manual. 
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will require analysis of the facts in the individual case and knowledge of the particular condition 
concerned (VA, 2005).” In practice, when the presence of a preservice disability and an increase 
in that disability is established, rating specialists assume that the increase is due to aggravation 
by service, unless there is specific evidence indicating that the increase is due to the natural pro-
gress of the disease. 

For veterans whose service was during wartime or peacetime after December 31, 1946, clear 
and unmistakable evidence (defined as “medical facts and principles that may be considered to 
determine whether the increase is due to the natural progress of the condition”) is required to re-
but the presumption of aggravation.7 

For veterans who served during peacetime prior to December 7, 1941, disease or injury will 
be found to be due to the natural progress of the condition when “available evidence of a nature 
generally acceptable as competent shows that the increase in severity of a disease or injury or 
acceleration in progress was that normally to be expected by reason of the inherent character of 
the condition, aside from any extraneous or contributing cause or influence peculiar to military 
service.”8 

The places, types, and circumstances of service are also taken into consideration for veterans 
who served during wartime. For example, if there are found to be manifestations of a preservice 
disease or injury during or soon after combat, or following status as a prisoner of war, aggrava-
tion of a preservice condition will be established.9 Hardships of service may also be considered 
in claims for veterans who served during peacetime. 

Rating Aggravation of Preservice Disability Claims 
The final rating of an aggravation claim takes into account the degree of disability over and 

above that which existed on entry into service. For instance, if a veteran has an overall rating of 
90 percent and it can be ascertained from medical evidence that the degree of disability at entry 
into service was 10 percent, he or she will receive a final rating of 80 percent. If, however, the 
degree of disability at time of enlistment is not ascertainable, such a deduction will not be made 
and the veteran will receive the overall rating of 90 percent. When the overall rating at evalua-
tion is 100 percent, the degree of preservice disability is never deducted.10 

How rating specialists go about determining a veteran’s degree of disability prior to service 
compared with his or her current degree of disability is not clear. The physician performing the 
general medical examination is not responsible for assigning these percentages. The rater, there-
fore, through review of the medical records, most likely makes these determinations on his or her 
own to make the deduction. 

Temporary and intermittent flare-ups of illnesses or injuries that existed prior to service can-
not be considered as aggravation due to service. A veteran is eligible for compensation only 
when his or her underlying condition (as opposed to symptoms) has been worsened by service. 
Also, should a veteran seek compensation for side effects (e.g., scars, absent or poorly function-
ing body parts) of medical or surgical treatment received during service for an illness or injury 

                                                                                                                                                                                           
6 Phrases “natural process of disease” and “natural progress of disease” are used interchangeably throughout 

VA regulations and training materials.  
7 38 CFR 3.306(b). 
8 38 CFR 3.306(c) “Peacetime service prior to December 7, 1941.” 
9 38 CFR §3.306(b)(2). 
10 38 CFR §3.322, “Ratings of disabilities aggravated by service.” 
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that existed preservice, his or her application will not be granted unless the preservice condition 
has otherwise been aggravated by service.11 

Chronic and Hereditary Disease 
Splane v. West (Fed. Cir. 2000) led to the November 7, 2002, publication of a final rule (67 

FR 67792) amending VA’s adjudication regulations concerning presumptive service connection. 
Under the new rule, chronic illnesses that preexisted a veteran’s entry into service that manifest 
themselves to a degree of disability of at least ten percent within a specified period after service 
are to be considered aggravated by service, unless there is evidence to the contrary. The specified 
period is within 1 year (except for leprosy and tuberculosis within 3 years, and multiple sclerosis 
within 7 years) from the date of separation from service.12 

The presumption may be rebutted by evidence showing that the chronic illness has not mani-
fested itself to a degree of at least ten percent within the specified period or, if it has, that the dis-
ability is due to a disease or injury suffered after separation from service.13 

Despite their hereditary origin, diseases such as sickle cell anemia, polycystic kidney disease, 
and retinitis pigmentosa, are included in the Rating Schedule and can be service connected if 
symptoms of these diseases first manifest themselves after entry into service. Such diseases can 
also be found to have been aggravated by service when there is evidence that there were symp-
toms of disease prior to entry into service and evidence that there was progression during service 
at a rate greater than normally expected according to the accepted medical authority.14 

Role of C&P Medical Examiners in Evaluating Aggravation of Preservice 
Disability Claims 

As already noted, the general medical examination worksheet directs the examiner in the 
Veterans Health Administration (VHA) to determine whether any injury or disease that is found 
to have happened before, during, or after active military service and, if before active service, to 
describe any worsening of the preexisting condition due to being in active service. 

When ordering the examination of someone claiming aggravation of a preservice condition, 
the rater could ask for the examiner’s opinion of whether it is more likely than not that the condi-
tion existed preservice and was worsened by being on active duty rather than the natural progres-
sion of the condition. Whether and how often this is done is not known. 

In addition, according to VHA policy, 
 
Veteran patients may request descriptive statements regarding their medical conditions 
and/or opinions concerning the “possible cause(s)” of an existing medical condition for 
VA disability claims purposes. VHA health-care providers shall provide a statement or 
opinion describing a patient’s medical condition. If the health-care provider is the vet-
eran’s treating physician, and is unable, or deems it inappropriate, to provide an opinion 
or statement, such physician shall refer the veteran’s request to another health-care pro-
vider for the opinion or statement (VHA, 2000). 
 

                                                           
11 38 CFR §3.306(b)(1). 
12 38 CFR §3.307(a)(3. 
13 38 CRF §3.307(d). 
14 VA’s Compensaton and Pension Adjudication Procedures Manual M21-1MR, Part IV, Subpart ii, Ch. 2,  

Sec. B. 
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COMPENSATION FOR SECONDARY SERVICE CONNECTION AND 
FOR SECONDARY SERVICE CONNECTION BY AGGRAVATION 

As the title of the regulation suggests, there are two categories of claims that can be granted 
secondary service connection under VA regulation 3.310, “Disabilities that are proximately due 
to, or aggravated by, service-connected disease or injury.” 

The first category includes claims for which there is an initial service-connected disability, 
and then a subsequent disability or disabilities found to be proximately due to (caused by) the 
service-connected disability. One example of this type of claim would be loss of limb due to am-
putation occurring subsequent to a service-connected diabetes diagnosis.15 The loss of a limb, it 
might be argued, should be service connected in addition to the diabetes because the amputation 
may not have been needed had the veteran not developed diabetes. 

In the two-year period from October 2004 through September 2006, nearly 260,000 veterans 
were service connected for conditions proximately due to service-connected disabilities. This 
accounted for approximately 19 percent of the more than 1.3 million disabilities that were ser-
vice connected during that period. Most of the disabilities were rated at 10 or 20 percent (Figure 
9-2). Less than 10 percent were rated at 50 percent or higher. 

Ten conditions (Table 9-2) accounted for 55 percent of the disabilities compensated as sec-
ondary to service-connected disabilities in 2005−2006. 
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FIGURE 9-2 Distribution of grants for secondary service connection by rating degree from 0 to 100 per-
cent: FY 2005–FY 2006. 
SOURCE: Communication from Bradley G. Mayes, director, C&P Service, Department of Veterans Af-
fairs, December 14, 2006. 
                                                           

15In people with diabetes, an increased risk of amputation comes from damage to nerves and blood vessels 
through decreased circulation efficiency and diabetic neuropathy. According to the American Diabetes Association, 
more than 60 percent of nontraumatic lower-limb amputations occur in people with diabetes and the rate of amputa-
tion for people with diabetes is 10 times higher than for people without diabetes (ADA, 2007). 
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TABLE 9-2 Ten Most Common Diagnoses Service Connected as a Secondary Condition, FY 
2005–FY 2006 

Diagnostic 
Code   Disability              Number of 

                  Cases 
8520 Sciatic nerve, paralysis 40,761 
7522 Erectile dysfunction 24,406 
8515 Median nerve, paralysis 17,790 
8521 External popliteal nerve 13,685 
7005 Arteriosclerotic heart disease 10,188 
7114 Arteriosclerosis obliterans 8,538 
7101 Hypertensive vascular disease 7,103 
7541 Renal involvement in systemic diseases 7,008 
8620 Sciatic nerve, neuritis 6,476 
9434 Degenerative arthritis of the spine 5,371 

SOURCE: Communication from Bradley G. Mayes, director, C&P Service, Department of Veterans Affairs, De-
cember 14, 2006. 

 
In accord with a 1995 court decision (Allen v Brown, 7 vet. App 439), VA will also grant 

service connection under this regulation in claims in which there is an increase in the severity of 
nonservice-connected disability that is found to be due to aggravation by a service-connected 
disability. These are called secondary service connection by aggravation claims or, after the 
name of the court case, Allen aggravation claims. One example of this type of claim would be a 
veteran with a service-connected left knee injury who, after service, goes on to develop arthritis 
in his or her right hip. It could be argued that, through the affects of the knee injury on gait, the 
hip arthritis is exacerbated to a level beyond what would have been had there not been a service-
connected knee injury. 

For the period October 2004 through September 2006, approximately 41,000 claims were 
granted service connection based on aggravation of a nonservice-connected condition by a ser-
vice-connected condition.16 

What Is a Secondary Condition? 
Secondary condition is a term relatively new to the disability and public health arenas. It be-

gan to be accepted around 1990 as an expansion of the concept of comorbidity, which is used to 
refer to conditions that exist in a single person simultaneously, but that are not known to be re-
lated in any manner (CDC, 2004a). A person having coexisting skin malignancy and hearing loss 
would be said to have comorbidities, because there is no known relationship between these two 
conditions. 

From a strictly medical perspective, a secondary condition is a condition with its own patho-
physiology that is due to, or caused by, the presence of a preceding primary condition. Secondary 
conditions can be distinguished from secondary manifestations, the latter referring to sequelae or 
subsequent complications arising from the same underlying pathophysiologic process as the pri-
mary condition. 

Diabetes is a good example of a condition with many secondary manifestations. Diabetes it-
self is an abnormal metabolism of glucose (that can be induced in several ways, including 
                                                           
16 Communication from Bradley G. Mayes, director, C&P Service, Department of Veterans Affairs, December 14, 
2006. 



230 A 21ST CENTURY SYSTEM FOR EVALUATING VETERANS FOR DISABILITY BENEFITS  
 

Prepublication Copy – Uncorrected Proof   
 

trauma), which has an associated abnormality in lipid metabolism, which leads to an accelerated 
process of arteriosclerosis. This combination leads to a higher frequency and earlier onset of, 
among other things, peripheral vascular disease, coronary arteriosclerosis, peripheral neuropathy, 
and premature cataracts of the eyes. These can be considered secondary manifestations because 
they are expressions of the person’s underlying diabetes and share the same underlying patho-
physiology. 

At times the Rating Schedule treats what are in fact secondary manifestations as secondary 
conditions. The instructions on rating diabetes mellitus (diagnostic code 7913 under CFR 4.119 
Schedule of ratings—endocrine system), for example, tell raters to evaluate compensable com-
plications of diabetes separately, except in cases where they are a part of a 100 percent evalua-
tion (diabetes ratings below 100 percent do not take into account compensable complications). 

Rating Secondary Service Connection Claims 
In a presentation before the committee, C&P Service staff stated that decisions on secondary 

claims are based on the facts of the individual case and the medical opinion solicited from the 
VHA examiner on the general medical examination form. Using this evidence, the rater deter-
mines whether it is at least as likely as not that each claimed secondary condition was caused by 
the primary service-connected condition. 

The process of assigning ratings in secondary claims is the same as in claims involving mul-
tiple individually service-connected conditions. Each condition is first evaluated separately and 
assigned a percentage rating. Starting with the condition with the highest percentage rating, the 
rater then uses VA’s combined ratings table to calculate an overall percentage rating for the pri-
mary condition and all conditions found to be proximately due to the primary condition. 

Cardiovascular Disease 
Ischemic or other cardiovascular disease that develops in a veteran with a service-connected 

amputation of a lower extremity at or above the knee, or service-connected amputations of both 
lower extremities at or above the ankles, is presumptively secondary to the amputation or ampu-
tations.17  

Alcohol and Drug Abuse 
In some cases there are nonmedical considerations in allowing service connection for secon-

dary conditions. Examples in training materials include alcohol or drug abuse resulting secondar-
ily from a service-connected disorder, such as posttraumatic stress disorder (PTSD). Federal law 
(38 U.S.C. §1110) permits a veteran to receive compensation for an alcohol abuse or drug abuse 
disability acquired as secondary to, or as a symptom of, a veteran’s service-connected disability, 
although according to the Federal Circuit, it precludes compensation for secondary disabilities, 
such as cirrhosis of the liver, that result from primary alcohol abuse (i.e., voluntary and willful 
drinking to excess during the time of service).18 

                                                           
17 38 U.S.C. 501, 1110-1131, and 38 CFR §3.320(b). 
18 Allen v. Principi, 237 F.3d 1368 (Fed. Cir. 2001), rehearing en banc denied, 268 F.3d 1340 (2001). The Fed-

eral Circuit defined primary as meaning an alcohol abuse disability arising during service from voluntary and willful 
drinking to excess. 
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Rating Secondary Service Connection by Aggravation Claims 
Regulation 3.310(b), or aggravation of nonservice-connected disabilities (referred to in our 

report as Allen aggravation claims) reads as follows: 
 
Any increase in severity of a nonservice-connected disease or injury that is proximately 
due to or the result of a service-connected disease or injury, and not due to the natural 
progress of the nonservice-connected disease, will be service connected. However, VA 
will not concede that a nonservice-connected disease or injury was aggravated by a ser-
vice-connected disease or injury unless the baseline level of severity of the nonservice-
connected disease or injury is established by medical evidence created before the onset of 
aggravation or by the earliest medical evidence created at any time between the onset of 
aggravation and the receipt of medical evidence establishing the current level of severity 
of the nonservice-connected disease or injury. The rating activity will determine the base-
line and current levels of severity under the Schedule for Rating Disabilities and deter-
mine the extent of aggravation by deducting the baseline level of severity as well as any 
increase in severity due to the natural progress of the disease from the current level. 
 
According to the Veterans Benefits Administration (VBA) rating manual, the first step in rat-

ing Allen aggravation claims is to collect all “potentially relevant” medical records from the vet-
eran’s providers. Once this is complete, the rater requests a medical examination. 

The examination is conducted by a VHA physician and includes a review of all records in the 
claims folder to establish the baseline level of nonservice-connected disability, and the additional 
level of disability that occurred due to the service-connected disability. 

To be considered adequate for rating purposes, the examiner’s report must separately address 
the following:19 

 
• the baseline manifestations that are due to the effects of nonservice-connected disease or 

injury; 
• the increased manifestations that, in the examiner’s opinion, are proximately due to a ser-

vice-connected disability based on medical considerations; and 
• the medical considerations supporting an opinion that increased manifestations of a non-

service-connected disease or injury are proximately due to a service-connected disability. 
 
An examination that fails to identify baseline findings, or the increment of increased disabil-

ity due to service-connected causes, should not be considered adequate for rating purposes. In the 
event that the report does not meet these requirements and also fails to explain why it would be 
mere speculation to comment on these matters, the rater is instructed to send the report back to 
the examiner. When the examination report is complete, the rater uses the findings to assign a 
rating to the claimed conditions. 

There are no instructions on how the rater is to use the findings from the examination to ad-
judicate the claim. However, as is the case in aggravation of preservice disability claims, in Allen 
aggravation claims there is assessment of whether disability is the result of the service-connected 
disability (military service, in aggravation of preservice disability claims) or the natural progress 
of disease, and in both types of claims the veteran is compensated for the degree of disability 
                                                           

19 VA’s Compensation and Pension Adjudication Procedures Manual, M21-1MR, Part IV, Subpart ii, Ch. 2, 
Sec. B. 
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over and above that existing prior to aggravation. Because of these similarities, the rating process 
in Allen aggravation claims may be similar to that outlined in the earlier sections of this chapter 
on aggravation versus natural progress of disease and rating Aggravation of preservice disability 
claims. However, there is one important distinction. In aggravation of preservice disability 
claims, when the evidence of degree of preservice disability is not available, there is no penalty 
to the veteran; the veteran receives the overall rating for his or her condition at the time of his or 
her application with no deduction of the percent of disability existing preservice. In Allen aggra-
vation claims, if there is no medical evidence of the baseline level of severity of the nonservice-
connected disability created before the onset of aggravation by the service-connected disability, 
VBA will not consider the claim. 

FINDINGS AND RECOMMENDATIONS 

Aggravation of Preservice Disability and Allen Aggravation Claims  
Aggravation of preservice disability claims involve an assessment of the worsening of a con-

dition existing preservice due to service. Allen aggravation claims involve an assessment of the 
worsening, due to a service-connected condition, of a nonservice-connected condition that could 
have developed either before or after service. Regarding aggravation, the statement of task asks 
the committee to “determine what medical principles and practices should be applied in deter-
mining whether a preexisting disease was increased due to military service or was increased due 
to the natural process of the disease.” The committee interprets this task as referring to aggrava-
tion of preservice disability claims and not Allen aggravation claims, and assumes its sponsor 
either intended for Allen aggravation to be addressed with secondary conditions (since these 
claims are categorized under secondary conditions in VA regulations), or omitted it unintention-
ally from the statement of task. However, insofar as both aggravation of preservice disability and 
Allen aggravation claims involve an assessment of worsening of disability over and above some 
previous level, both can be addressed by the committee simultaneously. 

When a veteran files an aggravation of preservice disability claim, VA has the burden of 
proving the veteran was in sound condition on enlistment. If, in this process, it is discovered 
from medical evidence that there was a condition existing preservice, and that the condition has 
since increased in severity, VBA must proceed with adjudication of the claim. Raters weigh 
medical evidence, which may include the opinion of a VHA medical examiner, to determine 
whether that it is at least as likely as not that the preservice disability was aggravated by service 
rather than increased in severity due to the natural process of the disease. 

The adjudication process in Allen aggravation claims is similar. The rater collects medical 
records and requests a medical examination by a VHA physician, the findings of which are used 
to document the baseline level of the nonservice-connected disability when it began, and the 
presence and degree of worsening of the nonservice-connected disability since. If the condition 
has worsened, the rater must then determine whether the worsening of the nonservice-connected 
disability is due to the service-connected disability or the natural process of disease. 

As is the case in all disability claims, raters who often have no medical training are responsi-
ble for reviewing medical evidence and assigning ratings. In aggravation claims, raters have the 
additional task of deciding whether a condition has worsened and, if it has, whether the worsen-
ing is due to the natural process of disease or military service (or, in Allen aggravation claims, 
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whether the worsening is due to the natural process of disease or a non-service-connected dis-
ability). 

The committee has learned that, when ordering the examination of someone claiming aggra-
vation of a preservice condition, the rater could ask for the physician’s opinion of whether it is 
more likely than not that the condition existed preservice and was worsened by being on active 
duty rather than by the natural progression of the condition. For all types of claims, VHA policy 
also allows veterans to request descriptive statements regarding the possible causes of their con-
ditions from VHA examiners. However, how often either is done is not known. 

 
Recommendation 9-1. VA should seek the judgment of qualified experts, supported 
by findings from current peer-reviewed literature, as guidance for adjudicating 
both aggravation of preservice disability and Allen aggravation claims. Judgment 
could be provided by VHA examiners, perhaps from VA centers of excellence, who 
have the appropriate expertise for evaluating the condition(s) in question in individ-
ual claims. 
 

Secondary Service Connection  
The statement of task asks the committee to “determine what medical principles and prac-

tices should be applied in determining whether a causal relationship exists between two condi-
tions.” Currently, raters consult medical records to determine whether it is at least as likely as not 
that a claimed secondary condition was caused by a service-connected condition.  

Causation 
In epidemiology, well-established criteria are used to aid in judging the strength of the rela-

tionship between two variables at the population level. Perhaps the best known are those that 
were set forth in the U.S. Surgeon General’s 1964 report on the relationship between smoking 
and health (CDC, 1964). These include the following: 

 
1. Temporal relationship—relationship in time between two variables; an exposure cannot 

be considered a cause of an outcome unless it can be shown to have preceded the out-
come in time 

2. Consistency—replication of research findings on the relationship between a given expo-
sure and an outcome, especially across study designs and populations 

3. Strength of association—degree of association between two variables as measured statis-
tically; the greater the association, the more likely the causal role of the exposure 

4. Specificity—degree to which the occurrence of the outcome depends on the presence of 
the exposure; if the outcome is known to occur in relation to exposures other than the one 
in question, then the relationship is considered less specific 

5. Biological plausibility—known biological mechanism by which a certain exposure might 
increase or decrease risk of the outcome 

 
Using such criteria, evidence classification schemes can be developed. In the U.S. Surgeon 

General’s 2004 report (CDC, 2004b) on the health consequences of smoking, for example, con-
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clusions concerning the evidence that smoking causes health outcomes such as cancer and car-
diovascular disease were placed into one of the following four categories: 

 
1. sufficient to infer a causal relationship 
2. suggestive but not sufficient to infer a causal relationship 
3. inadequate to infer the presence or absence of a causal relationship 
4. suggestive of no causal relationship 
 
In VA’s case, raters and examiners are dealing with determining causation at the individual 

level, where the primary service-connected condition is the exposure and the claimed secondary 
condition is the outcome. Where research is available, VA could use epidemiologic criteria for 
causation (e.g., consistency, strength of association, specificity) and evidence classification 
schemes to inform decision-making on secondary claims. The committee is aware that this might 
require regulatory action to implement. 

 
Recommendation 9-2. VA should guide clinical evaluation and rating of claims for 
secondary service connection by adopting specific criteria for determining causa-
tion, such as those cited above (e.g., temporal relationship, consistency of research 
findings, strength of association, specificity, plausible biological mechanism). VA 
should also provide and regularly update information to C&P examiners about the 
findings of epidemiological, biostatistical, and disease mechanism research concern-
ing the secondary consequences of disabilities prevalent among veterans. 
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Conclusion: Into the 21st Century 
 
 
 
 
 
 
 
 
 
 
 

In the course of responding to the specific tasks assigned by the Veterans’ Disability Benefits 
Commission, the committee encountered some themes that underlie the somewhat disparate top-
ics. First, the Veterans Benefits Administration (VBA) is so focused on serving veterans apply-
ing for the various services it provides that there do not appear to be adequate resources for sys-
tematic analysis of how well it is providing those services (process analysis) or the impact of the 
services on the lives of veterans (outcome analysis), which in turn would enable the Department 
of Veterans Affairs (VA) to be more responsive to changes affecting its programs. Second, VBA 
does not have adequate resources for a systematic program of research oriented toward under-
standing and improving the effectiveness of its benefits programs. Third, VA is missing the op-
portunity to take a more veteran-centered approach to service provision across its benefits pro-
grams. Veterans with severe disabilities need coordinated care that is able to integrate their needs 
for medical rehabilitation, vocational rehabilitation, assistive technologies, accessible transporta-
tion and housing, education and training services, and compensation to make up for loss of earn-
ing capacity that may remain after rehabilitation. VA provides some of these services, but they 
are not readily accessible nor well coordinated. Addressing these issues is beyond the scope of 
what this committee was asked to do, but we think it is worthwhile to discuss them and point to 
the need for someone to address them. 

NEED FOR ANALYSIS AND PLANNING 
It is instructive that much of the information about the operations of the disability compensa-

tion program came from external sources or, if internal, from ad hoc panels and task forces. The 
effort to update the Rating Schedule in the 1990s was triggered by a 1988 report of the General 
Accounting Office1 (GAO) which found that ten of the body systems had not been updated for 
ten years or more and the rest had been updated, but not comprehensively. Internal ad hoc re-
views formed in response to perceived problems include the 1993 Blue Ribbon Panel on Claims 
Processing and the 2001 Claims Processing Task Force. Congress established the Veterans 
Claims Adjudication Commission of 1996, initiated the study of the management of compensa-
tion and pension (C&P) benefits claim processes for veterans by the National Academy of Public 
                                                           

1 GAO was renamed the Government Accountability Office in 2004. 
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Administration in 1997, and created the current Veterans’ Disability Benefits Commission. GAO 
and the VA Office of the Inspector General have issued a number of reports on the operation and 
results of the C&P process. 

Another indicator of limited planning is the limited capacity of VBA’s management informa-
tion systems to provide information needed for planning and evaluation. Until recently, the in-
formation system on C&P disability cases—the Benefits Delivery Network (BDN)—could not 
provide information on the characteristics of disabilities that were not allowed and could not de-
tect changes in aggregate grant rates or differences in grant rates across regional offices. It could 
only list up to seven diagnostic codes at a time and their rating levels, and if a veteran was 
granted an increase or a new service-connected disability, the historical information was over-
written. This limits analysis of trends in reopened cases, such as the impact of the progression of 
diabetes and the manifestation of its complications over time, which is going to have an un-
known but large impact on program capacity and costs. 

VBA is aware of the problems and has made some progress. An Office of Performance 
Analysis and Integrity (PA&I) was established in 2001 to consolidate data quality and analysis 
functions of the various VBA programs, and a data warehouse was established. VA now has an 
Office of Planning, Evaluation, and Preparedness, which has sponsored evaluations of some 
VBA programs. A 2000 evaluation of VA's education benefit programs found that the benefit 
level had lagged significantly behind the rising cost of education. In 2001, an evaluation of the 
program for survivors of veterans with service-connected disabilities was performed, which 
looked at the Dependency and Indemnity Compensation program and four insurance programs. 

Following a recommendation of the 1996 Veteran’s Claim Adjudication Commission, VA 
established an Office of the Actuary in 1999, but it does not yet produce the kinds of actuarial 
forecasts of the number of veterans with service-connected disabilities receiving DoD disability 
benefits done by the Department of Defense (DoD) Office of the Actuary. 

VBA now has an information system for the C&P Service that provides much better informa-
tion beginning with calendar year 2004 for planning and evaluation purposes as well as program 
management. The new system—Rating Board Automation (RBA 2000)—provides a more com-
plete range of information and can produce historical data for trend analyses and forecasts. RBA 
2000 can also produce information on inconsistencies in decision making. 

The policy analysis group in PA&I is small, however, in relation to the analysis and planning 
needs of VBA. 

PROGRAM-ORIENTED RESEARCH 

This report also recommends a greater research effort to improve the Rating Schedule and 
keep it up to date (Recommendations 4-2, 4-3, 4-6, 5-3, 6-2, and 7-3). The recommended re-
search program focuses on the evaluation and rating processes and on program outcomes. VBA 
does not have a large research capacity, however, and does not presently have adequate resources 
and staff to conduct policy research and to contract for research and evaluation studies relating to 
the adequacy of the process and outcomes of veterans’ benefit programs and services. Examples 
of the research that might be performed are described below. 

Process Research 
Process research would focus on continuous improvement of the VBA rating system and 

process, including ways of increasing accuracy and reducing variability in outcomes. Examples 
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of areas to be examined would include decision-making studies, in which the same patients are 
examined by several C&P examiners to understand the range and sources of variability in results, 
and cases would be rated by different examiners to understand the range and sources of variabil-
ity in those results. Currently, most C&P examinations are performed by generalists, including 
those involving the worksheets for the heart, the various musculoskeletal impairments, HIV in-
fection, and so forth, because VA believes that generalists can produce adequate reports for rat-
ing.2 This hypothesis could be tested. The use of nurses and physician assistants under physician 
supervision, which is allowed, could also be tested. 

Clinical Outcomes Research 
Clinical outcomes research would help identify and validate the use of severity scores and 

disease-staging protocols used in clinical settings for rating purposes. Research on the effective-
ness of using measures of individual functioning, such as activities of daily living (ADLs), in-
strumental activities of daily living (IADLs), and specific functional tests, recommended in 
Chapter 4, falls in this category of research, as does research on the utility of health-related qual-
ity-of-life measures in quantifying loss in quality of life not accounted for in the current Rating 
Schedule. 

Economic Outcomes Research 
Economic outcomes research is recommended in Chapter 4 to provide information on how 

well the criteria in the Rating Schedule can measure loss of earnings. The same research could 
also provide information on the adequacy of benefits in compensating for lost earning capacity. 
The results of this research would be a factor in revising the criteria, because it is the closest 
measure to loss of earning capacity available. This would not necessarily limit adjustment of the 
criteria to account for other losses, such as loss of quality of life, but it would provide a bench-
mark in assessing the income security impact of disability compensation. 

VETERAN-CENTERED SERVICES 
The committee’s scope of work was centered on the disability compensation program, but it 

did include consideration of the medical criteria for eligibility for ancillary services (Chapter 6). 
It became apparent that while VA has the services needed to maximize the potential of veterans 
with disabilities under one roof, they are not actively coordinated and thus not as effective as 
they could be. It is up to the veteran to apply for each benefit, and they must apply and be 
granted service connection to become eligible for other services. Ideally, there would be a com-
prehensive initial evaluation of the veteran’s needs and a case worker to assist in obtaining the 
services. This approach would treat the veteran as a client. This would create tension with the 
veteran’s role as a claimant (“we would like to help you, but first you have prove you are eligi-
ble”), but it would be minimized if there were a more coordinated intake process. 

In Chapter 3, we laid out a model of a rating process in which there would be rating of im-
pairment severity, degree of disability, and loss of quality of life. Some research and analysis 
must be done to understand how best to determine the nonwork disability and quality-of-life rat-
ings and whether they can be combined—whether, for example, work disability and nonwork 
disability measures could be included in one Rating Schedule or would have to be rated sepa-
                                                           

2 Certain conditions require specialists, such as hearing (audiologist) and initial posttraumatic stress disorder 
(PTSD) (psychiatrist). 
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rately, or whether it is feasible to operationalize quality-of-life measures as a basis for compensa-
tion. Impairment ratings are based on medical findings and expert judgment, but disability 
evaluation requires additional information and expertise to judge what a person can do in daily 
life. The disability evaluation process provides the opportunity to evaluate the veteran with dis-
abilities for the other services VA provides, such as vocational rehabilitation, employment ser-
vices, education benefits, and specialized medical services (e.g., centers for spinal cord injury, 
traumatic brain injury, and vision impairment rehabilitation). This process would coordinate 
VA’s programs for each veteran and make it a more veteran-centered agency. 
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He continues as an active member of both groups. In addition, Dr. Bristow is a reviewer for the 
Journal of the American Medical Association. He recently retired from private practice but con-
tinues his other activities as a professional consultant. Dr. Bristow is a Navy veteran. 
 
Gunnar B. J. Andersson, M.D., Ph.D., is Professor and Chairman of the Department of Ortho-
pedic Surgery, and Vice-Dean, Surgical Sciences and Services, Rush University Medical Center, 
and Senior Attending Vice-President of Medical Affairs, and President, Medical Staff, Rush-
Presbyterian-St. Luke's Medical Center, Chicago. His areas of expertise include disorders of the 
spine, lower back pain, surgery for herniated disk, and evaluation of the lumbar spine following 
surgery. He is an editor of the Guides to the Evaluation of Permanent Impairments, 5th edition 
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Lynn H. Gerber, M.D., is a graduate of Tufts University School of Medicine, and a diplomate 
of the American Board of Internal Medicine, subspecialty rheumatology, and the American 
Board of Physical Medicine and Rehabilitation. She is currently the Director of the Center for 
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STATEMENT OF TASKS 

1. How well do the medical criteria in the Department of Veterans Affairs (VA) Rating Schedule 
and VA rating regulations enable assessment and adjudication of the proper levels of disability to 
compensate both for the impact on quality of life and impairment in earnings capacity? Provide 
an analysis of the descriptions associated with each condition’s rating level that considers pro-
gression of severity of condition as it relates to quality-of-life impairment and impairment in av-
erage earnings capacity. 

 
2. Certain criteria and/or levels of disability are required for entitlement to ancillary and special-
purpose benefits. To what extent, if any, do the required thresholds need to change? Determine 
from a medical perspective at what disability rating level a veteran’s medical or vocational im-
pairment caused by disability could be improved by various special benefits such as adapted 
housing, automobile grants, clothing allowance, and vocational rehabilitation. Consideration 
should be given to existing and additional benefits. 
 
3. Analyze the current application of the individual unemployability (IU) extraschedular benefit 
to determine whether the Rating Schedule descriptions need to more accurately reflect a vet-
eran’s ability to participate in the economic marketplace. Propose alternative medical ap-
proaches, if any, to IU that would more appropriately reflect individual circumstances in the de-
termination of benefits. For the population of disabled veterans, analyze the cohort of IU 
recipients. Examine the base rating level to identify patterns. Determine if the Rating Schedule 
descriptions of conditions provide a barrier to assigning the base disability rating level commen-
surate with the veteran’s vocational impairment. 

 
4. What are the advantages and disadvantages of adopting universal medical diagnostic codes 
rather than using a unique system? Compare and contrast the advantages and disadvantages of 
the VA Schedule for Rating Disabilities and the American Medical Association Guides to the 
Evaluation of Permanent Impairment. 
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5. From a medical perspective, analyze the current VA practice of assigning service connection 
on “secondary” and “aggravation” bases. In secondary claims, determine what medical principles 
and practices should be applied in determining whether a causal relationship exists between two 
conditions. In aggravation claims, determine what medical principles and practices should be ap-
plied in determining whether a preexisting disease was increased due to military service or was 
increased due to the natural process of the disease. 

 
6. Compare and contrast the role of health-care professionals in the claims and appeals processes 
in VA and the Department of Defense (DoD), the Social Security Administration, and federal 
employee disability benefits programs. What skills, knowledge, training, and certification are 
required of the persons performing the examinations and assigning the ratings? 
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Appendix C 
 

The Relationship between Impairments and Earnings Losses in 
Multi-Condition Studies 

 
 

John F. Burton, Jr., Seth Seabury, Michael McGeary, and Robert T. Reville 
 
 

 
 
 
 
 
 
 
 
 
The purpose of this study is to provide assistance to the Institute of Medicine (IOM) 

Committee on Medical Evaluation of Veterans for Disability Compensation, and, in particular, to 
help address portions of the Committee’s first task: 

 
 
How well do the medical criteria in the VA Rating Schedule and VA rating regu-
lations enable assessment and adjudication of the proper levels of disability to 
compensate both for the impact on quality of life and impairment in earnings ca-
pacity? Provide an analysis of the descriptions associated with each condition’s 
rating level that considers profession of severity of condition as it relates to qual-
ity-of-life impairment and impairment in average earnings capacity. 
 
 
This study focuses on the aspect of task 1 that is concerned with the relationship between 

the medical criteria used to determine the level of disability and the impairment (or limitation) in 
earnings capacity associated with that level of disability. More specifically, this study examines 
the relationship between impairments (the medical consequences of injuries or diseases) and the 
actual loss of earnings (the economic consequences of the impairments). We also discuss the in-
termediate consequences between impairments and actual earnings losses, such as the loss of 
earning capacity. The relationships will be examined with evidence from multi-condition studies 
(that is, studies involving two or more medical conditions). The study will not examine the rela-
tionship between impairments (the medical consequences of injuries and diseases) and quality-
of-life impairment (sometimes referred to as “noneconomic losses” or “nonwork disability”). 
The study will rely on selected previous studies from workers’ compensation, on new data from 
the Californian workers’ compensation program, and on the 1971 Economic Validation of the 
(Veterans Administration) Rating Schedule (EVRS) study. 
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CONCEPTUAL FRAMEWORK1 

Three Time Periods 
 As shown in Figure C-1 three time periods are pertinent in compensating a worker with an 
injury serious enough to result in permanent disability benefits. The preinjury period is relevant 
because inter alia the employee’s average weekly wage is used in calculating the cash benefits 
after the worker is injured. The temporary disability period refers to the time from the onset of 
the injury or disease until the date of maximum medical improvement (MMI) has been reached; 
the permanent disability period refers to the period following MMI.  The distinction between the 
temporary and disability periods is important because workers’ compensation programs provide 
different types of cash benefits in the two periods. 
 The permanent disability period is the crucial period for our study of the Veterans Disability 
Compensation Program because we are examining the benefits provided to veterans with perma-
nent consequences of their injuries or diseases. 
 
 

FIGURE C-1 
 Three time periods in a workers’ compensation case  

where the injury has permanent consequences. 
 

The Permanent Consequences of an Injury or Disease 
 The study will rely on the conceptual relationship shown in Figure C-2 since this provides a 
useful framework for presenting the evidence on the relationship between impairment ratings and 
earnings losses. Figure C-2 differs from the Model of Disability presented in Chapter 3 of this 
report in two ways. First, Figure C-2 is only concerned with work disability, while the report 
considers also losses in the Quality of Life, which are defined as “the consequences of an injury 
or disease other than work disability.” Second, Figure C-2 divides both impairment and work 
disability into subcomponents in order to facilitate the analysis in this study. 

 
 The concepts in Figure C-2 correspond to the operational measures currently used to deter-
mine the amount of cash benefits provided by workers’ compensation programs and to the out-
come measure used in the research on disability programs examined in this study. 
 
 

FIGURE C-2 
The consequences of an injury or disease resulting in work disability. 

 
 
 IA. Medical Impairment Anatomical Loss—The American Medical Association Guides to the 
Evaluation of Permanent Impairment, Fifth Edition (Cocchiarella and Andersson 2001; hereafter 
cited as AMA Guides) provides impairment ratings for certain medical conditions based on the 
anatomical loss. For example, Table 17-32 at page 545 of the AMA Guides indicates that amputa-

                                                           
1 This section is based in part on Burton (2005:70-79). 
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tion of the leg above the knee at the midthigh is rated at 90 percent of the loss of the leg and 36 
percent impairment of the whole person. 
 
 IB. Medical Impairment: Functional Loss—The AMA Guides provide impairment ratings for 
certain medical conditions based on the extent of the functional loss. Example 16-78 at page 514 
explains how to determine the rating for a person who sustained a Collles’ fracture of the right 
distal radius. “The factors to be rated are the loss of motion of the wrist and forearm rotation.” 
 
 II. Limitations in Activities of Daily Living—These are the limitations in the activities of 
daily living resulting from the impairment. These can be measured by some of the questions in 
the SF-36. (For example, Question 8 asks if the person’s health now limits bending, kneeling, or 
stooping.) 
 
 IIIA. Work Disability: Loss of Earning Capacity—This is the presumed loss of earning ca-
pacity resulting from the functional limitations. This can be measured by some of the questions 
in the SF-36. (For example, Question 13 asks if during the past 4 weeks the person cut down the 
amount of time spent on work or other activities as a result of his or her physical health.) The 
loss of earning capacity approach is used in a number of workers’ compensation programs for 
certain types of injuries. 
 
 IIIB. Work Disability: Actual Loss of Earnings—This is the actual loss of earnings resulting 
from the injury or disease and its consequences (impairment etc.). 
 
 The actual loss of earnings is measured by the difference between the worker’s actual earn-
ings and the earnings the worker could have been expected to earn if she or he had not been in-
jured (potential earnings) as shown in Figure C-3. In this example, prior to the date of injury, 
wages increased through time from A to B, reflecting the worker’s increasing productivity as 
well as other factors causing wages to increase, such as inflation. At point B, the worker experi-
ences a work-related injury that permanently reduces his or her earnings. Had the worker not 
been injured, his or her earnings would have continued to grow along the line B-C. The worker’s 
actual earnings in this example dropped from B to D and continued at this zero earnings level 
until point E, when the worker returned to work at wage level F. Thereafter, actual earnings grew 
along the line F to G.  In this example, it is assumed the worker’s actual earnings never returned 
to the potential earnings (line BC) that he or she would have earned if the injury had not oc-
curred. The worker’s “true” wage loss due to the injury is equal to the worker’s potential earn-
ings after the date of injury (BC) minus the worker’s actual earnings after the date of injury 
(BDEFG). 
 
 

FIGURE C-3 
Actual loss of earnings for a worker with a permanent disability. 

 
 
 The calculation of potential earnings (line BC) is a crucial step in the analysis. Different re-
searchers have used different methods to estimate potential earnings, and we will describe these 
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methods in connection with the research on the two workers’ compensation programs and the 
Veterans Disability Compensation Program examined in this study. 
 

The Causes of the Injury or Disease 
 Both workers’ compensation programs and the Veterans’ Disability Compensation Program 
provide benefits only when specified causation requirements are satisfied.  For workers’ com-
pensation, the injury or disease must be work-related, which in most states requires several legal 
tests to be met.2 For veterans benefits, the injury or disease must be incurred or aggravated dur-
ing active military service. We assume for this study that the injuries and diseases and the result-
ing impairment and disability meet the causation requirements of the programs we are examin-
ing. 
 The distinction between causes and consequences of injuries and diseases is important. For 
example, work disability is a consequence of an injury or disease, but the cause may or may not 
be work-related. Indeed, one of our central inquiries is the relationship between injuries and dis-
eases that are caused by military service and the consequences of those injuries and diseases on 
the loss of earnings (i.e. work disability). 

The Purpose of Cash Benefits 
 A fundamental issue is which of the consequences of injuries and diseases shown in Figure 
A2 provide the reasons or purpose of the cash benefits provided by workers’ compensation pro-
grams and by the veterans’ disability program? 

Workers’ Compensation  
 The possible reasons for workers’ compensation program cash benefits were examined by 
Burton (2005:80): 
 

To the extent that the rationale for benefits is discernable ... two schools of thought 
can be identified.  One view considers lost wages due to the injury (work disability) 
as the sole justification for workers’ compensation benefits. . . .  

 
An alternative view of the rationale for benefits workers with permanent conse-
quences of their injuries accepts work disability as the primary basis for benefits, but 
argues there is a secondary role for benefits paid for nonwork disability. Arguments 
for these “impairment” benefits” indicate that the purpose is not only to compensate 
impairment per se but to also use permanent impairment as a convenient proxy for the 
functional limitations and nonwork disability that result from the impairment. A vari-
ant of this alternative view is to argue that nonwork disability merits compensation, 
and that the degree of permanent impairment serves as a proxy for the extent of non-
work disability. 

 

                                                           
2 Most workers’ compensation statutes require a worker to satisfy four legal tests: there must be (1) an injury (2) 

resulting from an accident that (3) arose out of employment, and (4) in the course of employment (Willborn et. al. 
2007: 894-937). 
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The dominant view probably is that the only permanent consequences that warrant 
benefits in a workers’ compensation program are medical care, rehabilitation, and 
work disability. 

 
 The view that the only purpose of workers’ compensation cash benefits is to compensate for 
work disability is explicitly or implicitly adopted in almost all research on the program. Studies 
of the relationship between earnings losses and cash benefits, for example, use the entire amount 
of cash benefits to evaluate the performance of system of cash benefits.3  We assume for this 
study that the sole purpose of cash benefits in workers’ compensation is to compensate for work 
disability and not for the other consequences shown in Figure C-2. 

Veterans’ Disability Compensation Program 
 The statement of tasks for the IOM committee asks for an evaluation of the VA Rating 
Schedule and VA rating regulations for both quality-of-life impairment and impairment in aver-
age earnings capacity. However, the sole purpose of the cash benefits specified by § 4.1 of the 
Code of Federal Regulations dealing with the Veteran’s Administration’s Rating Schedule is lim-
ited to work disability (as that term is used in this study): 
 

The percentage ratings represent as far as can practicably be determined the aver-
age impairment in earning capacity resulting from such diseases and injuries and 
their residual conditions in civil occupations. 

 
 We assume for the purposes of this study that the sole purpose of the cash benefits provided 
by the VA Rating Schedule and VA rating regulations is to compensate for work disability and 
not for the other consequences of injuries and disease shown in Figure C-2. 

 The Operational Basis for Cash Benefits 
 The generally accepted view is that the sole or dominant purpose of cash benefits in workers’ 
compensation and in the VA disability program is to compensate for work disability. Ideally, the 
extent of work disability would be determined by measuring each worker’s actual loss of earn-
ings. However, it is impractical and probably inappropriate to directly measure actual loss of 
earnings for each worker and to determine the amount of cash benefits based on the measure of 
actual wage loss.4 As a result, one of the other consequences shown in Figure C-2 is used as a 
proxy (or predictor) of actual loss of wages. 
 There are several possible reasons why disability compensation programs use proxies, such 
as the extent of the applicant’s impairment, to provide benefits for which the purpose is actual 
loss of earnings. The first reason is administrative convenience: it is easier to conduct a medical 
exam of an applicant than to monitor the worker’s actual labor market experience over an ex-
tended period of time. The second reason is that linking benefits to actual loss of earnings may 
result in incentive effects for some beneficiaries, who may limit their extent of participation in 
the labor force if higher earnings result in reduced benefits. Despite these reasons for the use of 
                                                           

3 Examples of studies of the relationship between earnings losses and cash benefits that use the entire amount of 
the cash benefits for the evaluation—thus implicitly or explicitly assuming that the sole purpose of the cash benefits 
to compensate for work disability—are Berkowitz and Burton (1987) and Boden, Reville, and Biddle (2005). 

4 The difficulties of using each worker’s own actual earnings as a basis for cash benefits is discussed by Berko-
witz and Burton (1987:404-07). 
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proxies, one possible drawback is that the proxies may not provide accurate estimates of the ac-
tual loss of earnings. We examine how well proxies predict the amount of actual wage loss in 
this study. 
 One possible objection to using the amount of actual wage loss as the test of the accuracy of 
the predictions of the disability rating systems is that the stated purpose of the Veterans’ Disabil-
ity Compensation Program is average impairment in earning capacity, not the average loss of 
actual earnings. However, there is no meaningful test of the accuracy of  the current Rating 
Schedule is a comparison is made between (1) the ratings produced by application of the criteria 
for evaluating medical conditions in the Rating Schedule and (2) the average reduction in earn-
ing capacity since in practice they are the same thing. The only meaningful test is whether the 
ratings produced by the Rating Schedule (which are estimates of the loss of earning capacity) are 
closely related to the actual losses of earnings.   
 

THE 1987 STUDY OF THE WISCONSIN WORKERS’ COMPENSATION 
PROGRAM 

 The Wisconsin Workers’ Compensation Program 
 Berkowitz and Burton (1987) conducted a wage-loss study of Wisconsin, Florida, and Cali-
fornia workers who were injured in 1968. The results for one of the two samples from Wisconsin 
are shown in Table C-1. The sample consists of Wisconsin male workers who received perma-
nent partial disability (PPD) benefits without a legal contest. 
 The system of cash benefits in Wisconsin relied on several distinctions that are found in most 
(although not all) state workers’ compensation programs.5 As shown in Figure C-1, three time 
periods were relevant for determining benefits for workers who received PPD benefits. During 
the temporary disability period, most Wisconsin workers in the study qualified for temporary to-
tal disability (TTD) benefits. In 1968, the TTD benefits were 66 2/3 percent of the workers’ pre-
injury wages, subject to a maximum weekly benefit. Once the worker reached the date of MMI, 
the TTD benefits stopped and most workers with permanent disabilities qualified for permanent 
partial disability (PPD) benefits.6 
 Scheduled PPD benefits were paid to workers who had an injury included in a list (or sched-
ule) of body parts included in the Wisconsin workers’ compensation statute. The statute also 
specified the number of weeks of PPD benefits associated with the total loss of each body part. 
The complete loss of an arm, for example, entitled a worker to 400 weeks of PPD benefits. A 50 
percent loss of an arm meant the worker received 200 weeks of PPD benefits. 
 Nonscheduled PPD benefits were paid to workers who had an injury not included in the list 
of body parts in the statute. The seriousness of the nonscheduled injury – typically a back condi-
tion – was rated “as the nature of the injury bears to one causing permanent total disability.” A 
40 percent rating for the back was multiplied by 1,000 weeks to determine the duration of the 
PPD benefits. 
 Both scheduled and nonscheduled PPD benefits received weekly benefits that were 66-2/3 
percent of the workers’ preinjury weekly wages, subject to a maximum weekly benefit. As of 
                                                           

5 An extended discussion of the various approaches to cash benefits in workers’ compensation programs is in-
cluded in Burton (2005). 

6 A limited number of Wisconsin workers qualified for permanent total disability (PTD) benefits. However, the 
number of PTD cases was so small that the workers were not included in the study. 
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1968, the ratings for both the scheduled and nonscheduled PPD benefits were based on an 
evaluation of medical impairment, corresponding to the extent of Anatomical Loss (IA) or Func-
tional Loss (1B) shown in Figure C-2.  In short, while the purpose of the Wisconsin PPD benefits 
was to compensate for work disability, in 1968 the operational approach for the benefits was to 
measure the extent of medical impairment and to use the rating as a proxy for work disability. 
 As discussed by Berkowitz and Burton (1987:195-97), Wisconsin began to base nonsched-
uled permanent partial disability (PPD) benefits on the loss of earning capacity (corresponding to 
consequence IIIA in Figure C-2) beginning in the 1970s. Thus the results in this section probably 
would not be applicable to workers who receive permanent partial disability benefits from the 
current Wisconsin workers’ compensation program. 

Summary of the Wisconsin Results  
 The male Wisconsin workers who were injured in 1968 and received PPD benefits were 
separated into two categories. Most workers were paid benefits without litigation or use of com-
promise and release (C&R) agreements. These uncontested cases are shown in Table C-1 (which 
corresponds to Table 10.1 in Berkowitz and Burton, 1987). Other workers were paid benefits af-
ter a contest (litigation or use of C&R agreements). The results for the contested cases are not 
shown in this report. Table C-1 contains seven panels of information. 
 
 Panel A. The Wisconsin uncontested cases were selected using a stratified sampling proce-
dure that selected a higher proportion of cases in cells with fewer workers. The sample repre-
sented a total of 1,685 workers from age 20 to 59 (line 1). The sample was placed into columns 
based on the permanent disability ratings and into rows corresponding to ten-year age categories 
(lines 2 to 5) and into rows corresponding to four locations of injury (lines 6 to 9). The numbers 
of the various types of injuries ranged from upper extremities (1,099) to all other cases (107). 
The mean disability rating for the entire sample was 3.70 percent. The mean ratings varied by 
age (from 3.54 percent for workers age 20-29 to 3.71 percent for workers age 50-59) and by lo-
cation of injury (from 2.80 percent for upper extremities to 9.62 percent for all other cases). 
 
 Panel B. The potential earnings for each worker were calculated by multiplying the worker’s 
actual earnings in 1966-67 by his expected earnings growth ratio (EGR). The EGR was derived 
from the ratio of the actual earnings in 1968-73 to the actual earnings in 1966-67 of workers in 
the control group, as shown in Social Security earnings records. 
 The control group workers were matched to the injured Wisconsin workers in the sample on 
the basis of each worker’s sex, age in 1968, and level of actual earnings in 1966-67. The poten-
tial earnings in Panel B correspond to the potential earnings in Figure A3 calculated for the six 
years between 1968 and 1973 and represent the estimate of what the workers in the sample 
would have earned if they had not been injured in 1968. The mean potential earnings for all 
workers in the sample were $42,892. (All dollar figures in Table B1 are in 1968 dollars.) For 
workers with injuries to the upper extremity rated at 1-2 percent, the mean potential earnings 
were $42,740. 
 
 Panel C. The actual earnings for each worker from 1968 to 1973 were determined based on 
Social Security earnings records. The actual earnings used to calculate the results in Panel C cor-
respond to the actual earnings shown in Figure A3. The actual earnings were subtracted from the 
potential earnings to determine the earnings losses shown in Panel C. The mean earnings losses 
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for all workers in the sample were $2,519. For workers with injuries to the upper extremity rated 
at 1-2 percent, the mean earnings losses were $1,535. Of interest, there are two entries in Panel C 
in which the mean earnings losses are negative: the mean actual earnings exceeded the mean po-
tential earnings for workers in those categories. 
 
 Panel D. The earnings losses varied significantly for workers in the sample of Wisconsin 
workers. The standard deviations (a measure of dispersion) of the mean earnings losses are 
shown in Panel D. The standard deviation for all workers in the sample was $662. The mean for 
all workers was $2,519. The ratio of the standard deviation to the mean is low enough that we 
can be 95 percent certain that the mean earnings losses for all workers in the sample were greater 
than zero. The significance at the .05 level of significance is shown by the asterisk by the $2,519 
entry in Panel C. In contrast, the standard deviation for workers with injuries to the upper ex-
tremity rated at 1-2 percent was $875, and so we cannot be 95 percent certain that the mean earn-
ings losses of $1,535 were greater than zero. A perusal of Panel C shows that a number of entries 
are not significant. 
 
 Panel E. The proportional earnings losses are shown in Panel E. These figures represent the 
mean earnings losses in Panel C divided by the mean potential earnings in Panel B. The propor-
tional earnings loss for all workers in the sample was 0.059 ($2,519 divided by $42,892), which 
means that all workers had earnings losses that were 5.9 percent of potential earnings. For work-
ers with injuries to the upper extremities rated at 1-2 percent, the proportional earnings loss was 
0.036 ($1,535 divided by $42,740), which means that the earnings losses for workers with this 
type of injury were 3.6 percent of potential earnings. 
 
 Panel F. The mean workers’ compensation benefits net of legal fees are shown in Panel F. 
These include all temporary disability benefits as well as permanent partial disability benefits 
received between 1968 and 1973. The mean benefits for all workers in the sample were $2,150. 
For workers with injuries to the upper extremity rated at 1-2 percent, the mean benefits net of 
legal fees were $593. 
 
 Panel G. The replacement rates are shown in Panel G. The replacement rates are the mean 
benefits net of legal fees received by the Wisconsin workers between 1968 and 1973 (Panel F) 
divided by the mean earnings losses for these workers during those six years (Panel C). For all 
workers in the sample, the replacement rate was 0.85 ($2,150 divided by $2,519), which means 
these workers received benefits that replaced 85 percent of their earnings losses. For workers 
with injuries to the upper extremity rated at 1-2 percent, the replacement rate was 0.39 ($875 di-
vided by $1,535), which means these workers received benefits that replaced 39 percent of their 
earnings losses. A perusal of Panel G indicates there were great variations in replacement rates, 
ranging from 21 percent for workers age 30-39 with injuries rated at 1-2 percent to 991 percent 
for workers age 50-59 with injures rated at 3-5 percent. There were also two entries (shown in 
Panel G with “a”) where the workers in the category received workers’ compensation benefits 
but on average had no earnings losses. 
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The Wisconsin Disability Rating System and Equity 

Background on the Equity Criteria   
 The concepts of horizontal and vertical have a long history in the public finance literature.  
Musgrave (1959:20) provides an example: 
 

A proper definition of income is important, not only to establish equity in a verti-
cal sense – that is, to plan taxes and transfers so as to adjust relative positions; it is 
important also to establish equity in a horizontal sense – that is, to give equal 
treatment to people in equal positions. 

 
 The equity criteria were used to evaluate a disability benefits program in The Report of the 
National Commission on State Workmen’s Compensation Laws (National Commission Report) 
(1972:137): 
 

equitable: delivering benefits and services fairly as judged by the program’s con-
sistency in providing equal benefits or services to workers in identical circum-
stances and its rationality in providing benefits and services in proportion to the 
impairment or disability for those with different degrees of loss. 

 
 We expand the use of the horizontal and vertical equity criteria to evaluate the performance 
of the rating system used to provide benefits to persons experiencing loss of earnings as a result 
of injuries or diseases.7 The balance of this section discusses a series of figures derived from the 
information in Table C-1 pertaining to the Wisconsin workers’ compensation program. (The fig-
ures transform the proportions in Table C-1 into percentages in order to expedite exposition.)  

Vertical Equity for Ratings 
 The data in Figure C-4 can be used to explain vertical equity. Vertical equity requires that 
actual wages losses increase in proportion to the increase in disability ratings. In this instance, 
there is reasonably good vertical equity in the ratings of the upper extremity injuries. With the 
exception of the lowest and highest disability category, the percentage earnings losses are close 
to the midpoint of the corresponding category of disability ratings. For example, workers with 
disability ratings of 11−15 percent experienced 12.8 percent earnings losses.8 
 
 

FIGURE C-4 
Percentage Earnings Losses for Wisconsin Workers  

with Upper Extremity Injuries 
 

                                                           
7 The adequacy and equity criteria are discussed at greater length in Burton (2005:95-98) and Berkowitz and 

Burton (1987:371-378). 
8 The top category (16-50 percent ratings) is very broad because of confidentiality considerations and most of 

the observations are likely to involve injuries at the lower end of the category, and so the lack of correspondence 
between the extent of wage loss and the midpoint of the range is understandable. 
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Intra-Injury Horizontal Equity for Ratings 
 Intra-injury horizonatal equite for ratings requires that the actual wage losses for workers 
with the same disability ratings and the same type of injury should be the same or similar. The 
data for upper extremities shown in Figure C-5 indicates there are substantial variations in earn-
ings losses for workers with upper extremities with same disability ratings. The entries include 
the mean amount of earnings losses for workers in each rating category, plus the earnings losses 
associated with plus or minus two times the standard deviation for the earnings losses. As can be 
seen, the range of earnings losses contains some workers who had negative earnings losses in the 
six years after their injuries.9 Indeed, the earnings losses are only statistically significantly differ-
ent than zero for workers with upper extremities with ratings of 16−50 percent.  
 
 

FIGURE C-5 
Earnings Losses for Wisconsin Workers with Upper Extremity Injuries: 

Means and Ranges of Losses 
 
 
 One “lesson” of Figure C-5 in conjunction with Panels C and D of Table C-1 is that the Wis-
consin workers’ compensation program did a reasonably good job on vertical equity for upper 
extremity cases when the emphasis is placed on mean values of losses, but that the program did 
not do as well on intra-injury horizontal equity, as shown by the considerable variability in lost 
wages for workers with similar disability ratings. 
 The relationships between disability ratings and earnings losses for four types of injuries are 
shown in Figure C-6. 
 
 

FIGURE C-6 
Percentage Earnings Losses for Wisconsin Workers  

with Four Types of Injuries 
 

Inter-Injury Horizontal Equity for Ratings 
 Inter-injury horizontal equity for ratings requires that the actual wage losses for workers with 
the same disability ratings but different types of injuries should be the same or similar. However, 
the results in Figure C-6 suggest there are significant differences among the types of injuries in 
the relationships between disability ratings and lost earnings. For example, for workers with dis-
ability ratings of 11 to 15 percent, earnings losses ranged from 31.7 percent for lower extremities 
to 12.8 percent for upper extremities. 

                                                           
9 “Negative earnings losses” means these workers had actual earnings that exceeded the estimates of their po-

tential earnings. 
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Vertical Equity For Ratings—–Revisited 
 Figure C-6 is also useful in illustrating the challenges of achieving vertical equity for particu-
lar types of injuries. As shown earlier in Figure C-4, there is a reasonably close relationship be-
tween higher ratings for workers with upper extremity injuries and higher earnings losses. How-
ever, the data in Figure C-6 “tell” a somewhat different story. For two types of injuries (upper 
extremities and all other cases), earnings losses generally increase with higher disability ratings. 
However, for trunk cases and lower extremities, earnings losses are much lower for workers in 
the most serious rating category than in most of the categories with lower disability ratings. 

Vertical Equity For Ratings—Revisited Again!  
 Shall we look at the trees (represented by Figures C-5 and C-6) or the forest (represented by 
Figure C-7)? As shown in Figure C-7, for all Wisconsin workers, there is a very close relation-
ship between rating categories and percentage earnings losses. The dashed line represents an ex-
act correspondence between ratings and losses (for example, an eight percent disability rating 
equals an eight percent earnings loss). At this level of aggregation, the Wisconsin rating system 
does an excellent job of providing vertical equity. 
 
 

FIGURE C-7 
Percentage Earnings Losses for All Wisconsin Workers 

 

 The Wisconsin Replacement Rates and Adequacy 
 It is useful to separate the analysis of the ability of the rating system to predict earnings 
losses from the analysis of the ability of the compensation system to replace an appropriate por-
tion of lost earnings with benefits. It is possible, for example, that the rating system does an ex-
cellent job in predicting earnings losses, but the design or implementation of the benefit system 
results in a poor match between benefits and lost wages. The next set of figures looks at the eq-
uity and adequacy of the Wisconsin workers’ compensation benefits for workers with PPD bene-
fits. 

Background on the Adequacy Criterion 
 There is also a long history of the use of the adequacy criterion to assess social insurance 
programs, including those providing benefits to disabled persons. One possible standard is the 
Social Adequacy Model, which requires that benefits provide at least enough income to assume 
the beneficiary is not living in poverty (Hunt 2004:27-28). Other standards rely on replacement 
rates, which represent the proportion of lost wages replaced by the cash benefits from a program.   
 The National Commission (1972:36) argued that workers’ compensation should replace a 
substantial proportion of the worker’s lost income. 
 

Replacement of a substantial proportion is justified by a feature of workmen’s 
compensation which distinguishes the program from other forms of social insur-
ance. In exchange for the benefits of workers’ compensation, workers renounced 
their right to seek redress for economic damages and pain and suffering under the 
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common law. In no other social insurance program, such as Social Security or un-
employment compensation, did workers surrender any right of value in exchange 
for benefits. 

 
 The generally accepted standard of adequacy for workers’ compensation is that workers’ 
compensation benefits should replace two-thirds of lost wages (Hunt, 2004). This replacement 
rate, which is shown by the horizontal line 66.67 percent in Figures C-8 to C-10, can be used to 
assess the adequacy of benefits provided by the Wisconsin workers’ compensation program for 
workers receiving permanent partial disability benefits. One meaning of adequacy is to consider 
the replacement rate for the entire sample of injured workers. In Wisconsin, cash benefits re-
placed 85 percent of earnings losses for the entire sample, as shown in Panel G of Table C-1, 
which clearly met the adequacy test.  
 
 

FIGURE C-8 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for Wisconsin Workers with Upper Extremity Injuries 
 
 

FIGURE C-9 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for Wisconsin Workers with Four Types of Injuries 
 
 

FIGURE C-10 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for All Wisconsin Workers 
 
 

The Wisconsin Replacement Rates and Equity 

Vertical Equity for Benefits 
 The data in Figures C-8 to C-10 can also be used to examine vertical equity of the PPD bene-
fits. Vertical equity requires that the same proportion of lost wages should be replaced for work-
ers at all disability ratings. (This definition is refined in the next paragraph.) In Figure C-8, there 
is fairly good vertical equity for the benefits for upper extremity injuries. The least serious cate-
gory (1−2 percent ratings) has a replacement rate of only 39 percent, but the other categories 
have replacement rates that are within the range of 122 to 155 percent. The results for the four 
types of injuries in Figure C-9 suggest that there was a reasonable degree of vertical equity for 
the four lowest rating categories, but there were serious equity problems for the highest rating 
category. 
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Vertical Equity for Benefits—Revisited  
 Vertical equity has two possible meanings. A narrow view asserts that all levels of severity 
should have the same proportion of earnings losses replaced by benefits. An alternative view is 
that more serious injuries should have a higher replacement rate. Those who subscribe to the al-
ternative view can take some comfort from Figure C-10, which indicates the Wisconsin workers’ 
compensation program was in general replacing a higher proportion of loss earnings for workers 
with more serious disability ratings. 

Inter-Injury Horizontal Equity for Benefits 
 Inter-injury horizontal equity for benefits requires that the replacement rates for workers with 
the same disability ratings and different types of injuries should be the same or similar. The re-
sults in Figure B6 suggest there are significant differences among the types of injuries concern-
ing the relationships between benefits and lost earnings. 

 Observations on the Wisconsin Results 
 1. It is important to distinguish between the ability of the disability rating system to accu-
rately predict earnings losses (discussed in entries 2 to 5 below) and the ability of the benefit sys-
tem to match benefits to earnings losses (discussed in entries 6 to 8). These are related but differ-
ent matters. The former is of greater interest for this study because an assessment of the accuracy 
of the disability ratings produced by the VA Rating Schedule is part of the assignment for the 
IOM committee for which this study is being prepared. 
 
 2. At the most aggregate level—the entire sample of Wisconsin workers—the Wisconsin rat-
ing system did an excellent job of providing vertical equity. As shown in Figure C-7, there is a 
close correspondence between higher disability ratings and greater earnings losses. 
 
 3. When the Wisconsin sample is separated into the four injury types, the Wisconsin rating 
system does not do as well in terms of vertical equity. As shown in Figure C-6, the earnings 
losses generally increase with higher ratings for two types of injuries, but there are serious prob-
lems with vertical equity for two other types of injuries. 
 
 4. There are also serious problems with the Wisconsin rating system in terms of inter-injury 
horizontal equity. As shown in Figure C-6, there are significant differences among the four types 
of injuries in the relationships between disability ratings and lost earnings. 
 
 5. There are also serious problems with the Wisconsin rating system in terms of intra-injury 
horizontal equity. As shown in Figure C-5 (and in Panels C and D of Table C-1), with cells de-
fined by injury type (or age) and percent rating, there are large variations in earnings losses 
among different workers. 
 
 6. The Wisconsin cash benefits system met the generally accepted test of adequacy, since the 
average replacement rate for the entire sample was more than 66.67 percent. 
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 7. The Wisconsin did a fairly good job of providing vertical equity for benefits. As shown in 
Figure C-9, the replacement rates generally were roughly the same for workers with different 
ratings for the same injury (although there were some important exceptions). 
 
 8. Finally, the Wisconsin benefit system had serious problems with inter-injury horizontal 
equity. As shown in Figure C-9, there were significant differences among the types of injuries 
concerning the relationships between benefits and lost earnings. 
 

A CURRENT STUDY OF THE CALIFORNIA WORKERS’ 
COMPENSATION PROGRAM 

 The California Workers’ Compensation Program 
 The workers’ compensation programs in California and several other states have been exam-
ined in a series of studies conducted by the RAND Corporation in recent years.10 Boden, Reville, 
and Biddle (2005) provide a summary of the results for California, New Mexico, Oregon, Wash-
ington, and Wisconsin. Reville et al. (2005) examined various aspects of the California program 
for permanent disability rating system and we rely on material from that study. We produced 
new empirical results for this study involving workers who were injured between January 1, 
1991, and December 31, 1993, and who received permanent partial disability benefits in Califor-
nia.11 
 The California workers’ compensation benefit system applicable to the workers in this study 
had some similarities to the Wisconsin workers’ compensation program described in the previous 
section. California used different benefit formulas during the temporary disability period and the 
permanent disability period (Figure C-1). During the temporary disability period, most California 
workers in the study qualified for temporary total disability (TTD) benefits, which were 66-2/3 
percent of the worker’s preinjury wages, subject to a maximum weekly benefit. Once the worker 
reached the date of maximum medical improvement (MMI), the TTD benefits stopped and most 
California workers with permanent disabilities qualified for permanent partial disability (PPD) 
benefits. The weekly benefit for PPD benefits was 66-2/3 percent of the worker’s preinjury 
wages, subject to a maximum weekly benefit. These attributes of the California system were ba-
sically the same as in Wisconsin. 
 There were also significant differences between the PPD benefits in California and Wiscon-
sin. Whereas in Wisconsin, a distinction was made between scheduled injuries (those involving 
injuries to body parts listed in the workers’ compensation statute) and unscheduled injuries 
(those involving injuries to other body parts, such as backs), in California all injuries were rated 
using a rating schedule adopted by the administrative director of the Division of Workers’ Com-
pensation.  
 Another major distinction between the states pertained to the basis for the permanent disabil-
ity ratings.12  In Wisconsin, both the scheduled and nonscheduled injuries were rated based on an 

                                                           
10 These studies include Peterson et al. (1997) and Reville et al. (2001). 
11 The RAND data include some injuries in later years, but this study focuses on injuries from 1991 to 1993 in 

order to include five years of post-injury earnings, which is comparable to the Wisconsin data from Berkowitz and 
Burton (1987) used in Section B of the present study. 

12 The California permanent disability rating system is described in more detail in Reville et al. (2005:Chapter 
Three). 
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evaluation of medical impairment, corresponding to the extent of Anatomical Loss (IA) or Func-
tional Loss (IB) shown in Figure C-2. In California, there were several sets of criteria that could 
be used to apply the “standard rating” for permanent disabilities. Objective factors roughly corre-
sponded to Anatomical Loss (IA) or Functional Loss (IB) in Figure C-2 and were largely based 
on information the rating physician could directly observe or measure. Subjective factors could 
be based on the worker’s description of the severity or frequency of pain and the resulting limita-
tions on the worker’s ability to perform various activities. Such subjective factors roughly corre-
spond to Functional Loss (IB) or Limitations in Activities of Daily Living (II) in Figure A2. 
Work-capacity Guidelines were developed to rate spines and then were extended to other medi-
cal conditions. The guidelines in part correspond to Limitations in Activities of Daily Living (II) 
in Figure C-2 (“contemplates the individual has lost approximately half of his pre-injury capacity 
for performing such activities as bending, stooping, lifting . . .”). The guidelines in part also cor-
respond to Loss of Earning Capacity (IIIA) in Figure C-2 (“disability precluding heavy work”). 
 An additional complication of the California permanent disability rating system is that the 
objective factors, subjective factors, and work-capacity guidelines were not mutually exclusive 
categories. Rather, it was quite common for an injury to have rating factors from more than one 
category, such as an injury to the wrist that causes immobility plus pain. Finally, a distinctive 
attribute of the California rating system is that the standard rating was modified on the basis of 
the individual worker’s age and occupation. The ultimate basis for the rating was provided in the 
workers’ compensation statute:namely, “the diminished ability of such injured employee to com-
pete in an open labor market.” In essence, the California rating system used measurements of a 
variety of consequences of an injury or disease to serve as proxies or predictors of the loss of 
earning capacity and/or actual loss of earnings. 
 The California rating system for permanent disabilities was significantly changed in 2004, 
subsequent to the period when the injuries analyzed in this section occurred. One significant 
change was the adoption of the AMA Guides as the basis for rating permanent impairments. Thus 
the results in this section probably would not be applicable to workers who receive permanent 
partial disability benefits from the current California workers’ compensation program. 

 Summary of the California Results 
 The California workers who were injured between 1991 and 1993 and who received PPD 
benefits were classified into 21 impairment categories based on the California permanent disabil-
ity rating system, which are shown in Table C-2. 
 There are four panels of data for California, which roughly correspond to four of the seven 
panels of data presented for Wisconsin. There are no California data on the standard deviation of 
mean earnings losses corresponding to Panel D in the Wisconsin data in Table C-1. In addition, 
the only benefits data readily available for California are confined to permanent partial disability 
(PPD) benefits and do not include temporary disability benefits, as in Wisconsin, and so there are 
no Panels F and G in Table C-2. Because we lack data on all types of cash benefits, we will not 
evaluate the adequacy and equity of the California cash benefits. 
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TABLE C-2 
California Permanent Partial Disability Cases 

 
 
 Panel A. There are 78,696 California PPD cases shown in Table C-2. 
 
 Panel B. The potential earnings for each worker were determined by matching the injured 
worker to a control group, which consisted of other workers in the same firm who had similar 
earnings in the four quarters prior to the date of injury and who did not experience workplace 
injuries.13 The uninjured workers’ actual earnings in the five years after the date of injury as re-
corded in the California unemployment insurance data base correspond to the potential earnings 
shown in Figure C-3. For workers with injuries that resulted in general lower extremity impair-
ments rated at 1 to 5 percent, the mean potential earnings for the five years were $222,772. (The 
figures are in 2003 dollars discounted to the present value of the potential earnings at the date of 
injury.14) 
 
 Panel C. The actual earnings for each injured worker in the five years after the date of injury 
were determined based on California unemployment insurance earnings records. These actual 
earnings correspond to the actual earnings shown in Figure C-3. The actual earnings were sub-
tracted from the potential earnings to determine the earnings losses shown in Panel C.  For work-
ers with injuries that resulted in general lower extremity impairments rated at 1 to 5 percent, the 
mean earnings losses for the five years were $33,533.15 Of interest, there were five entries in 
Panel C in which the mean earnings losses are negative: the mean actual earnings exceeded the 
mean potential earnings for workers in those categories. 
 
 Panel D. There are no data on the standard deviation of the earnings losses for California 
workers and so this panel is missing in Table C-2. 
 
 Panel E.  The proportional earnings losses are shown in Panel E. These figures represent the 
mean earnings losses in Panel C divided by the mean potential earnings in Panel B. For workers 
with injuries that resulted in general lower extremity impairments rated at 1 to 5 percent, the 
proportional earnings loss was 0.15 ($33,533 divided by $$222,772), which means these workers 
experienced earnings losses that were 15 percent of potential earnings.  

 The California Disability Rating System and Equity 

 
 The results from the study of California workers can be used to illustrate the use of the equity 
criterion to evaluate the performance of a system providing benefits to persons experiencing loss 
of earnings as a result of injuries or diseases. The balance of this section discusses a series of 
figures derived from the information in Table C-2. (The figures transform the proportions in Ta-
ble C-2 into percentages in order to expedite exposition.) We have selected eight medical condi-
tions from Table C-2 for this discussion. 

                                                           
13 Reville et al. (2005) provide an extended discussion on the matching procedure used to construct the data 

used in this study and the tests used to assure the quality of the matches. 
14 Reville (1999) discusses the discounting procedure.   
15 The figures are in 2003 dollars discounted to the present value of the actual earnings at the date of injury. 
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Vertical Equity for Ratings 
 The data in Figures C-11 and C-12 can be used to evaluate vertical equity. Vertical equity 
requires that actual wage losses increase in proportion to the increases in disability ratings. 
There are some conditions for which earnings losses consistently increase as the permanent dis-
ability rating increases. These are condition 1 (general lower extremity impairment) and condi-
tion 3 (knee impairments) in Figure C-11 and condition 12 (general impairment to shoulders or 
arms condition) and 16 (impaired function of neck, spine or pelvis) in Figure C-12. And, with 
one or two exceptions, the earnings losses increase with higher disability ratings for condition 6 
(vision impairment) and condition 7 (hearing impairments) in Figure C-11 and condition 18 
(psychiatric impairment) in Figure C-12. (The vertical equity for psychiatric impairment must be 
qualified, however, since workers with a 1 to 5 percent rating experienced a 45 percent loss of 
earnings and that percentage of earnings losses hardly increases until the condition receives a 
disability rating of at least 21 percent.) The condition for which vertical equity for ratings is 
clearly lacking is condition 10 (chronic lung impairment) in Figure C-12. 

Vertical Equity for Ratings—Revisited  
 Shall we look at the trees (represented by Figures C-11 and C-12) or the forest (represented 
by Figure C-13)? As shown in Figure C-13, for all California workers, there is a monotonic rela-
tionship between rating categories and percentage earnings losses: they consistently increase to-
gether. However, the magnitudes of the ratings and the losses are not particularly close. The 
dashed line represents an exact correspondence between ratings and losses (for example, an eight 
percent disability rating equals an eight percent earnings loss). For the three lowest rating catego-
ries, earnings losses clearly exceed the ratings, while for the 21-25 and 26-50 percent rating 
categories, the earnings losses are clearly less than the ratings. At this level of aggregation, the 
California rating system does a moderately good job of providing vertical equity. 
 
 

FIGURE C-11 
Percentage Earnings Losses for California Workers with Four Types of Injuries 

 
FIGURE C-12 

Percentage Earnings Losses for California Workers with Four Types of Injuries 
 

FIGURE C-13 
Percentage Earnings Losses for All California Workers 

 

Intra-Injury Horizontal Equity for Ratings  
 Intra-injury horizontal equity for ratings requires that the actual wages losses for workers 
with the same disability ratings and the same type of injury should be the same or similar. This 
test can not be used for the California workers’ compensation program since we lack information 
on the extent of variation within each cell (which is why Table C-2 does not contain Panel D.) 
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Inter-Injury Horizontal Equity for Ratings  
 Inter-injury horizontal equity for ratings requires that the actual wage losses for workers with 
the same disability ratings and different types of injuries should be the same or similar. The re-
sults in Figures C-11 and C-12 suggest there are significant differences among the types of inju-
ries concerning the relationships between ratings and lost earnings. For example, for the five 
lowest rating categories, hearing impairment (condition 7) has the highest earnings losses for 
each rating category in Figure C1, and without exception, psychiatric impairment has the highest 
earning earnings losses for each rating category in Figure C-12. 

Observations on the California Results 
 1. We confine our observations to the ability of the disability rating system to accurately pre-
dict earnings losses, because we do not have the data necessary to assess the ability of the benefit 
system to match benefits to earnings losses. 
 
 2. We have data on disabled workers with 22 medical conditions, which constitute a signifi-
cant portion, but not the universe, of California workers who received permanent partial disabil-
ity benefits during the years covered by our study. 
 
 3. At the most aggregate level—the total experience of workers with all 22 conditions—the 
California rating system did a moderately good job of providing vertical equity. As shown in 
Figure C-13, the earnings losses increase monotonically with higher disability ratings, but the 
correspondence between the magnitudes of the disability ratings and the earnings losses is far 
from perfect. For lower disability ratings, the earnings losses are much higher than the ratings. 
 
 4. We selected eight medical conditions for particular scrutiny, and at this level the California 
system also does a moderately good job of providing vertical equity. As shown in Figures C-11 
and C-12, earnings losses generally increase with higher ratings for most medical conditions, but 
there are serious vertical equity problems for two conditions. 
 
 5. There are serious problems with the California rating system in terms of inter-injury hori-
zontal equity. As shown in Figures C-11 and C-12, there are significant differences among the 
eight types of injuries in the relationships among disability ratings and lost earnings. 
 
 6.  As previously noted, the results in this section involve injuries that occurred well before 
the 2004 reforms to the California workers’ compensation program. These reforms introduced a 
new method for rating the severity of permanent disability, beginning with the use of the AMA 
Guides. However, the new disability rating system continued to use proxies to predict the loss of 
earning capacity and/or actual loss of earnings. A distinctive feature of the new California sys-
tem is a provision designed to incorporate empirical data on wage losses into revisions of the 
permanent disability rating system in order to reduce the types of horizontal and vertical inequi-
ties discussed in this section. This adjustment feature bears watching, although currently there 
are insufficient data on post-injury outcomes for workers who were recently injured to evaluate 
whether the 2004 reforms have been successful. 
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THE 1971 REPORT ON THE ECONOMIC VALIDATION OF THE (VA) 
RATING SCHEDULE STUDY 

The Veterans Disability Compensation Program 
 Disability compensation is a cash benefit paid to veterans who are disabled by injuries or dis-
eases incurred or aggravated during active military service. The benefit amount is graduated ac-
cording to the degree of the veteran’s disability rated on a scale from 10 percent to 100 percent 
(in increments of 10 percent). The monthly benefit depends on the veteran’s disability rating and 
dependency status. As of December 2005, the monthly benefit for a veteran with no dependents 
ranged from $112 for a 10 percent rating to $690 for a 50 percent rating to $2,393 for a 100 per-
cent rating. The monthly benefit is higher for veterans with dependents: for example, as of De-
cember 2005, a veteran with a 50 percent disability rating with a spouse and one child received 
$806 per month. 

Purpose of the Cash Benefits in the Veterans’ Disability Compensation Program 
 As discussed in Section A, the sole purpose of the cash benefits specified by § 4.1 of the 
Code of Federal Regulations dealing with the Veteran’s Administration’s Rating Schedule is lim-
ited to work disability (as that term is used in this study): 
 

The percentage ratings represent as far as can practicably be determined the aver-
age impairment in earning capacity resulting from such diseases and injuries and 
their residual conditions in civil occupations. 

The Operational Basis for the Cash Benefits in the Veterans’ Disability Compensation 
Program 
 While the purpose of the cash benefits in the Veterans’ Disability Compensation Program is 
to compensate for work disability, the program is similar to the Wisconsin and California in the 
use of a proxy or proxies for work disability as the operational basis for the benefits. The VA 
Schedule for Rating Disabilities used for the veterans’ disability compensation program is con-
tained in the Code of Federal Regulations (38 C.F.R. Ch.1). The general guidance for the basis of 
the ratings is contained in: 
 

§ 4.10 Functional impairment. 
 
The basis of disability evaluations is the ability of the body as a whole, or of the 
psyche, or of a system or organ of the body to function under the ordinary condi-
tions of daily life including employment. Whether the upper or lower extremities, 
the back or abdominal wall, the eyes or ears, or the cardiovascular, digestive, or 
other systems, or psyche are affected, evaluations are based upon lack of useful-
ness, of these parts or systems, especially in self-support. This imposes upon the 
medical examiner the responsibility of furnishing, in addition to the etiological, 
anatomical, pathological, laboratory and prognostic data required for ordinary 
medical classification, full description of the effects of disability upon the per-
son’s ordinary activity. In this connection, it will be remembered that a person 
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may be too disabled to engage in employment although he or she is up and about 
and fairly comfortable at home or upon limited activity. 

 
 This paragraph appears to direct that ratings should be based on at least two concepts in Fig-
ure C-2, including Limitations in Activities of Daily Living (II) and Loss of Earning Capacity 
(IIIA). The paragraph also appears to contain an admonition to not consider Loss of Capacity for 
Nonwork Experiences (IVA) in determining the rating. 
 Despite the language of § 4.10 that mandates consideration of a broad array of factors in de-
termining the disability rating, the instructions for the ratings of specific injuries contained in the 
Code of Federal Regulations appear to rely on more constricted criterion. For example, the rating 
for medical condition 5120 (Arm, amputation of: above insertion of deltoid) is 90 percent for the 
major arm and 80 percent for the minor arm. The basis for rating medical condition 5120 appears 
to correspond to Medical Impairment: Anatomical Loss (IA) in Figure C-2. Another example is 
the ratings for medical condition 5201 (Arm, limitation of motion of), which are 40 percent for 
limitation to 25º from side, 30 percent for limitation to midway between side and shoulder level, 
and 20 percent for limitation at shoulder level. The basis for rating medical condition 5201 ap-
pears to correspond to Medical Impairment: Functional Loss (1B) in Figure C-2. 

Summary of the Economic Validation of the (VA) Rating Schedule Study 
 In 1971, VA conducted a study of the 1967 earnings of disabled veterans called the Eco-
nomic Validation of the Rating Schedule (ECVAR). The results were tabulated by the diagnostic 
codes used in the Veterans Rating System and by the rating degrees for the veterans’ medical 
conditions. We examined the results for disabled veterans with ten medical conditions. These 
conditions were chosen because (1) they were among the 21 medical conditions selected by the 
IOM committee for special scrutiny; (2) there are results from the 1971 study for the medical 
conditions being scrutinized by the IOM committee;16 and (3) the 1971 results include at least 
two levels of disability rating for the medical condition.17  
 The results from the ECVAR study are included in the panels in Table C-3. The panels corre-
spond to those used in Tables C-1 (Wisconsin) and C-2 (California) in order to facilitate com-
parisons. However, some panels are omitted from Table C-3 because data are not available for 
the disabled veterans. 
 
 

TABLE C-3 
Disabled Veterans in 1971 

 
 
 Panel A. There are no data on the number of veterans in each cell and so this panel is missing 
in Table D1. Because we do not have the number of disabled veterans in each cell, we cannot 
calculate a weighted average for all veterans in the tables.18 

                                                           
16 For example, there are no 1971 results for diagnostic code 6351 (HIV-related illness), and so this condition is 

not included in Table C-3. 
17 For example, there is only one rating level for diagnostic code 6350 (Lupus) in the 1971 results, and so this 

condition is not included in Table C-3. 
18 According to the report of the ECVAR study, the number of cases in each cell was at least 200 except for a 

small number of cells with fewer than 200 that were included “because of unique problems associated with them 
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 Panel B. The potential earnings for disabled veterans in each cell were based on the actual 
median earnings of the nondisabled veterans in the control group, as reported on a survey ques-
tionnaire administered by the Census Bureau. The control group consisted of 14,000 veterans not 
receiving disability compensation from the VA or the Department of Defense.19 The nondisabled 
veterans in the control group were matched to the disabled veterans on the basis of age, educa-
tion, and region.20 The potential earnings in Panel B correspond to the potential earnings in Fig-
ure C-3 for 1967 and represent the estimate of what the veterans in the study would have earned 
if they had not been injured. For workers with injuries that resulted in an amputation of an upper 
extremity, the median potential earnings were $7,444. 
 
 Panel C. The actual median earnings of the veterans in each cell in 1967 were determined 
based on the survey conducted by the Census Bureau. The actual earnings used to calculate the 
results in Panel C correspond to the actual earnings shown in Figure A3. The actual earnings 
were subtracted from the potential earnings to determine the earnings losses in Panel C. For 
workers with injuries that resulted in an amputation of an upper extremity, the median of the 
earnings losses was $335. 
 
 Panel D. There are no data on the standard deviation of the earnings losses for the disabled 
veterans and so this panel is missing in Table C-3. 
 
 Panel E. The proportional earnings losses are shown in Panel E. These figures represent the 
median earnings losses in Panel C divided by the median potential earnings in Panel B. For vet-
erans with injuries that resulted in an amputation of an upper extremity, the proportional earnings 
loss was 0.045 ($335 divided by $7,444), which means that the earnings losses for disabled vet-
erans with this type of injury were 4.5 percent of potential earnings. 
 
 Panel F. The median disability benefits for veterans are show in Panel F. Because the bene-
fits are a function of the rating category, there are no variations in benefits among veterans with 
the same percentage disability rating.21 For veterans with injuries that resulted in an amputation 
of an upper extremity, the median of the disability benefits was $252. 
 
 Panel G. The replacement rates are shown in Panel G. For veterans with injuries that resulted 
in an amputation of an upper extremity, the replacement rate was 0.752 ($252 divided by $335), 
which means these veterans received benefits that replaced 75.2 percent of their earnings losses.   
 

                                                                                                                                                                                           
[i.e., those particular conditions].” If the population in a cell was greater than 500, it was sampled. Overall, there 
were approximately 500,000 cases in a little more than the 1,000 cells. 

19 Military personnel separated from the service because of disability are eligible for disability compensation 
from the Department of Defense. They also may receive disability compensation from the VA, although the amount 
is offset except in certain circumstances. Unlike disability compensation from DOD, VA compensation is not taxed. 

20 VA used four age groups (under 30, 30−49, 50−64, and 65 and older); three education classes (less than high 
school graduate; high school graduate; and one or more years more than a high school graduate; and two regions 
(South and all other regions). 

21 The compensation value is the basic compensation amount. It does not include compensation for dependents 
of veterans rated 50 through 100 percent or additional special monthly compensation for physical loss or loss of use 
of limbs or body functions. 
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The Veterans Disability Rating System and Equity 
 The results from the study of disabled veterans can be used to illustrate the use of the equity 
and adequacy criteria to evaluate the performance of a system providing benefits to persons ex-
periencing losses of earning as a result of injuries or diseases. The balance of this section dis-
cusses several figures derived from the information in Table C-3. (The figures transform the pro-
portions in Table C-3 into percentages.) Figures C-14 and C-15 each contain five of the medical 
conditions included in Table C-3. 
 
 

FIGURE C-14 
Percentage Earnings Losses for Veterans with Five Types of Injuries 

 
FIGURE C-15 

Percentage Earnings Losses for Veterans with Five Types of Injuries 
 
 

Vertical Equity for Ratings  
 The data in Figures C-14 and C-15 suggest that the Veterans Schedule for Rating Disabilities 
performed reasonably well when evaluated using the vertical equity criteria. this test requires that 
actual wage losses generally increase as the disability ratings increase. In most instances, as the 
percentage disability ratings increase for a particular medical condition, the percentage earnings 
losses also increase. The major exception is for amputations to the upper extremity, where earn-
ings losses increase as rating increase over the 10 percent to 60 percent range and then earnings 
losses decrease over the 60 percent to 90 percent range. There is a general tendency for earnings 
losses to increase less rapidly than the disability ratings as shown by the location of the plots of 
the ten conditions below the exact proportionate increase line (shown as a dashed line in Figures 
C-15 and C-16). 

Vertical Equity for Ratings—Rrevisited.  
 Shall we look at the trees (represented by Figures C-14 and C-15) or the forest (represented 
by Figure D3)? As shown in Figure C-16, which represents an unweighted average of the ten 
conditions shown in Figures C-14 and C-15, the relationship between rating categories and per-
centage earnings losses is not monotonic: they do not consistently increase together. For exam-
ple, the earnings losses decline as ratings increase from 60 to 70 percent to 80 percent. More-
over, the magnitudes of the ratings and the losses are not particularly close. The dashed line 
represents an exact correspondence between ratings and losses (for example, a 40 percent dis-
ability rating equals a 40 percent earnings loss). For every level of rating, ratings clearly exceed 
the earnings losses. For example, at for workers with a 40 percent rating, earnings losses are 21.2 
percent of potential earnings. At this level of aggregation, the VA rating system does a fairly 
poor job of providing vertical equity. 
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FIGURE C-16 
Percentage Earnings Losses for Veterans: 

Averages for Ten Types of Injuries 
 

Intra-Injury Horizontal Equity for Ratings  
 Intra-injury horizontal equity for ratings requires that the actual wage losses for veterans with 
the same disability ratings and the same types of injury should be the same or similar. This test 
can not be applied to the Veterans Schedule for Disability Ratings since we lack information on 
the extent of variation within each cell (which is why Table C-3 does not contain Panel D.) 

Inter-Injury Horizontal Equity for Ratings  
 Inter-injury horizontal equity for ratings requires that the earnings losses for veterans with 
the same disability ratings and different types of injuries should be the same or similar. The re-
sults in Figures C-14 and C-15 suggest that the earnings losses for the various types of injuries 
with ratings from 10 to 40 percent are similar. However, there are significant differences among 
the types of injuries concerning the relationships between disability ratings and lost earnings for 
more serious injuries. For example, defective visual acuity (condition 4) has higher earnings 
losses than upper extremity amputations (condition 1) and hearing impairments (condition 5) for 
disability ratings between 40 percent and 90 percent in Figure C-14. In addition, without excep-
tion, workers with scars have the lowest earning earnings losses for each rating category in Fig-
ure C-15. 

The Disabled Veterans Replacement Rates and Adequacy 
 The relationships between disability ratings and replacement rates for each of the 10 types of 
injuries in Table C-3 are shown in Figures C-17 and C-18. The relationship between disability 
ratings and replacement rates for the average of the 10 types of injuries are shown in Figure C-
19. 
 
 

FIGURE C-17 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for Veterans with Five Types of Injuries 
 

FIGURE C-18 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for Veterans with Five Types of Injuries 
 

FIGURE C-19 
Replacement Rates (Benefits as a Percentage of Earnings Losses) 

for Veterans: Averages for Ten Types of Injuries 
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 Adequacy of benefits – the data in Figures C-17, C-18. and C-19 could be used to assess the 
adequacy of benefits provided by the Veterans Disability Compensation program. However, the 
decision about what constitutes adequate benefits is not part of the charge for the IOM commit-
tee for whom this report is being prepared, and so we will not discuss that topic other than to 
note that the contributions of veterans to the security of the country provides a special justifica-
tion for adequate benefits.  

The Disabled Veterans Replacement Rates and Equity 

Vertical Equity for Benefits  
 The data in Figures C-17, C-18, and C-19 can also be used to examine vertical equity of the 
disabled veteran’s benefits. Vertical equity requires that the same proportion of lost wages 
should be replaced for veterans at all disability ratings, which would require the lines for an in-
jury to be flat in these figures. In this instance, there is pretty good vertical equity for the benefits 
for the five conditions included in Figure C-18 with the obvious exception of the spike in the re-
placement rate for veterans with scars rated at 50 percent. There is less vertical equity for the five 
conditions shown in Figure C-17. For the average of the ten types of injuries, shown in Figure C-
17, the replacement rates vary between roughly 55 and 85 percent for all the rating categories 
except the 50 percent rating category, which indicates there is reasonable degree of vertical eq-
uity for the benefits in the disabled veterans benefit program. 

Inter-Injury Horizontal Equity for Benefits  
 Inter-injury horizontal equity for benefits requires that the replacement rates for veterans with 
the same disability ratings and different types of injuries should be the same or similar. The re-
sults in Figures C-17 and C-18 suggest there are significant differences among the types of inju-
ries concerning the relationships between benefits and lost earnings. 

Observations on the Veterans Disability Compensation Program 
 
 1. We again note it is important to distinguish between the ability of the disability rating sys-
tem to accurately predict earnings losses (discussed in entries 3 to 5 below) and the ability of the 
benefit system to match benefits to earnings losses (discussed in entries 6 to 7). The former is of 
particular relevance to this study because the IOM committee has been asked to assess the accu-
racy of the disability ratings produced by the VA Rating Schedule. 
 
 2. We have analyzed data on disabled veterans with ten medical conditions, which constitute 
a small portion of veterans who received disability benefits during the year covered by the 
ECVAR study. 
 
 3. At the most aggregate level—the average for the ten medical conditions—the disability 
rating system for veterans does a fairly poor job of providing vertical equity. As shown in Figure 
C-16, the earnings losses decline with higher ratings for several levels of severity. In addition, 
the earnings losses are consistently less than the ratings levels. 
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 4. When the disabled veterans are separated into the ten injury types, the rating system ap-
pears to do a better job of providing vertical equity. In general, as shown in Figures C-14 and C-
15, earnings losses increase as ratings increase, although there are exceptions. Of interest is that 
earnings losses are less than the disability ratings for almost all entries in the figures.   
 
 5. There are serious problems with the rating system for disabled veterans in terms of inter-
injury horizontal equity. As shown in Figures C-14 and C-15, there are significant differences 
among the ten types of medical conditions in the relationships between disability ratings and lost 
earnings. 
 6. The veterans’ disability system does a reasonably good job of providing vertical equity for 
benefits. Vertical equity for benefits is better at the aggregate level (Figure C-16) than at the 
level of individual medical conditions (Figures C-17 and C-18). 
 
 7. Finally, the benefit system for disabled veterans has serious problems with inter-injury 
horizontal equity. As shown in Figures C-14 and C-19, there were significant differences among 
the types of medical conditions in the relationships between benefits and lost earnings. 

CONCLUSIONS 

Purpose of this Study 
 The primary purpose of this study is to provide a framework for examining the relationship 
between disability ratings and earnings losses in order to help the IOM committee formulate a 
response to the first task assigned to the committee. We use that framework to examine three dif-
ferent programs that provide cash benefits to persons with disabilities. We realize that the three 
programs—the Wisconsin and California workers’ compensation programs and the Veterans 
Disability Compensation Program—are quite different in many aspects. However, the three pro-
grams all have a common goal—compensating persons with earnings losses resulting from inju-
ries or diseases – and a common procedure—using a proxy or proxies for actual earnings losses 
as the basis for predicting earnings losses rather than relying on direct measurement of each per-
son’s actual earnings losses. 
 Our study provides a useful framework and several empirical findings that are important for 
our understanding of the VA Rating Schedule and other disability rating systems. However, we 
did not have access to current data concerning the earnings losses for veterans who are receiving 
benefits from the Veterans Disability Compensation Program. A study being conducted by the 
Center for Naval Analysis (CNA) should provide data that can be used in connection with our 
framework to revise the VA Rating Schedule and VA rating regulations. 

Use of the Equity Criteria    
 We used several variants of equity criteria to assess the performance of the three programs. 
Vertical equity requires that actual wage losses increase in proportion to increases in disability 
ratings. At the aggregate level (the entire sample of workers or veterans), we concluded that the 
Wisconsin rating system did an excellent job, that the California rating system did a moderately 
good job, and that the Veterans rating system did a fairly poor job using the vertical equity crite-
rion. When the samples were disaggregated by type of injury (or medical condition), Wisconsin 
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did not do as well as at the aggregate level, California did a moderately good job (similar to the 
performance at the aggregate level), and the Veteran’s rating system did reasonably well (and 
better than at the aggregate level). Overall, we conclude that the three ratings did a reasonably 
good job on the vertical equity criterion. 
 Inter-injury horizontal equity requires that workers or veterans with similar disability ratings 
but different types of injuries should experience similar earnings losses. We concluded there 
were serious inter-injury equity problems in the ratings systems used by Wisconsin and Califor-
nia workers’ compensation programs, as well as the Veterans’ disability compensation program. 
Each of the programs systematically treated some injuries or medical conditions different than 
other injuries in terms of the extent of earnings losses associated with similar disability ratings. 
 Intra-injury horizontal equity requires that workers or veterans with the same injuries or 
medical conditions and the same ratings should experience similar earnings losses. We only have 
data for the Wisconsin workers’ compensation program to apply this criterion and there we 
found serious equity problems. 
 Our overall conclusion is that the three programs do a reasonably good job on vertical eq-
uity—especially at the aggregate level – but that there are serious horizontal equity problems in 
each of the programs. As a result, we conclude that the various factors in Figure C-1 (such as 
medical impairment or loss of earning capacity) currently used by various workers’ compensa-
tion programs and the VA do a reasonably good job in serving as proxies for actual wage loss. 

Distinguishing Between the Purpose of Benefits and the Operational Basis 
for Benefits 

 We distinguish between the purpose of benefits and the operational basis for benefits. The 
purpose of the two workers’ compensation programs we examined and the current purpose of the 
Veterans Disability Compensation Program is to compensate for work disability (loss of earn-
ings). However, all three programs use proxies (or predictors) for losses of earnings as the opera-
tional basis for benefits. For example, the amount of benefits is determined for some medical 
conditions by rating the severity of the permanent impairment (a medical concept) because the 
severity of the impairment is assumed to be a good predictor of the loss of earnings resulting 
from the impairment.  

The Use of Proxies to Predict Earnings Losses 
 We conclude that the various factors in Figure C-1 (such as medical impairment or loss of 
earning capacity) currently used by various workers’ compensation programs and the VA do a 
reasonably good job in serving as proxies for actual wage loss.  If the factors in Figure C-1 can 
be used as rough proxies for actual wage loss, what can be done to improve the match between 
the proxies and the actual wage loss? We have several observations and suggestions. 
 One issue we have considered is whether the disability rating systems would be do a better 
job of predicting actual wage loss if the systems placed less emphasis on impairment as the 
proxy for wage loss and more emphasis on functional limitations and loss of earning capacity as 
proxies? That is, should we be “shifting to the right” in the factors in Figure C-1 to find better 
proxies for actual wage loss? The answer—based on the comparison of Wisconsin and California 
results—is no! Wisconsin at the time the data shown in Table C-2 were collected relied strictly 
on assessments of medical Impairment to determine the amount of PPD benefits, while Califor-
nia relied on a variety of the consequences shown in Figure C-2 as proxies for work disability. 
Wisconsin did a better job in terms of vertical equity than California and a comparable job in 
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terms of horizontal equity. We therefore tentatively conclude based on the workers’ compensa-
tion data that there is no reason to incorporate consequences of injuries and disease other than 
medical impairment in order to improve the accuracy of the predictions of actual earnings losses. 
We want to make clear that this tentative conclusion needs to be carefully examined in subse-
quent research, especially studies of the Veterans Disability Compensation Program. The forth-
coming data from CNA, for example, should be studied to compare the ability to predict earnings 
losses for (1) medical conditions for which the ratings are based on permanent impairment with 
(2) medical conditions for which ratings are based on limitations in the activities of daily living 
or other “intermediate” concepts in Figure C-2. 
 One policy change recommended for the California workers’ compensation by RAND was to 
periodically assess the actual earnings losses associated with workplace injuries and to determine 
if there were systematic overestimates or underestimates of the earnings losses associated with 
the disability ratings for both the system as a whole and for particular injuries or medical condi-
tions. This information could then be used to recalibrate the rating system.22 A similar procedure 
could be adopted for the VA disability compensation program. Thus if, for example, mental dis-
orders were found to have greater earnings losses than would be expected based on the disability 
ratings, the rating system could be revised. This could be done either by changing the rating sys-
tem directly (so that a given level of mental impairment would now be rated at 40 percent rather 
than 20 percent) or indirectly by producing a set of “modifiers” (so that the medical impairment 
ratings for mental impairments would be multiplied by two to produce a “disability rating” used 
for determining the amount of benefits). This policy change could help improve the vertical eq-
uity and the inter-injury horizontal equity for the ratings in the Veteran’s disability program. 

Intra-Injury Horizontal Equity and Outliers 
 The preceding discussion in this section essentially pertain to the virtues and deficiencies in 
the rating system for disabilities in two workers’ compensation programs and in the veterans’ 
disability program using the criteria of vertical equity and inter-injury horizontal equity, and to 
some possible policies to deal with the deficiencies. Another topic we want to examine is intra-
injury horizontal equity for ratings, which requires that workers or veterans with the same dis-
ability rating and same type of injury or medical condition should experience the same or similar 
levels of earnings losses. The evidence from Wisconsin in Panels C and D of Table C-2, as sum-
marized in Figure C-5, suggest that lack of intra-injury equity is a pervasive phenomenon. 
 We are skeptical that any disability rating system – no matter how refined – can accurately 
predict the actual earnings losses resulting from medical conditions for substantial numbers of 
workers or veterans. Most systems can accommodate those cases where the earnings losses are 
much less than is predicted based on the disability rating. The challenge is to deal with the other 
type of “outliers”—the worker or veteran who has earnings losses far in excess of the amount 
predicted based on the person’s disability rating. 
 There are four possible responses to this challenge. First, the disability program can assert 
that in a system of social insurance (or social justice), outliers should be ignored in order to re-
duce administrative costs and to avoid excessive costs to the system. This is the approach used in 
most workers’ compensation programs for the vast majority of workers with permanent disabili-
ties. 

                                                           
22 The implications of periodically recalibrating the rating schedule based on empirical studies of actual wage 

loss is discussed in Reville et al. (2005:90-95). 
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 Second, the disability program can treat every worker or veteran as an individual and deter-
mine benefits based on her or his own labor market experience. This comes close to the “wage-
loss” approach (which bases the benefits solely or primarily on the worker’s own labor market 
experience) that has been tried in several workers’ compensation programs and generally re-
jected as unworkable and/or too expensive. The “wage-loss” approach foregoes the use of prox-
ies as the basis for benefits, which have generally been incorporated into disability compensation 
systems because of administrative convenience and to avoid the incentive effects that occur if 
higher earnings result in reduced benefits. 
 Third, the disability program may be able to identify variables that increase the accuracy of 
the rating system but that do not cause inappropriate incentives for beneficiaries. For example, if 
after controlling for the type and severity of injury, the addition of age to the disability rating 
system increases the accuracy of the predictions of loss of actual earnings, intra injury horizontal 
equity will be improved. However, whether there are such variables that improve the accuracy of 
the rating system is an empirical question where logic is probably a poor guide.23 
 Fourth, the disability program can use the disability rating system to determine the amount of 
benefits for the majority of beneficiaries, but provide a safety valve for “outliers” who have earn-
ings losses far in excess of the amount of losses predicted by the rating system. This approach is 
used in some workers’ compensation programs where workers with relatively low “impairment 
ratings” can receive additional benefits either because they are reclassified from PPD to perma-
nent total disability (using the “odd lot” doctrine24) or because they are workers in a state with 
hybrid benefits (where workers who exhaust their benefits based on the rating schedule qualify 
for additional benefits because they have continuing wage losses due to their workplace inju-
ries25).  
 The counterpart to this provision of additional benefits for extraordinary wage loss in some 
workers’ compensation programs in the Veterans Disability Compensation Program is the provi-
sion of “individual unemployability” (IU) benefits, which serve as the program’s safety valve for 
those veterans who have much greater earnings losses than the disability rating system predicts. 
Without endorsing the specific aspects of the IU benefits in the Veterans Disability Compensa-
tion Program, we endorse the general concept of a special benefit for those veterans who are out-
liers in terms of their actual earnings losses compared to their expected earnings losses. The rea-
son is that the best of all possible disability rating systems will seriously underpredict the 
earnings losses of some disabled persons. 

The Difference Between Rating Systems and Benefit Systems 
 We have distinguished between the rating systems for permanent disability and the benefits 
systems for permanent disability. The former measures the seriousness of an injury or disease in 
terms of the consequences, such as permanent impairment, limitations in activities of daily liv-

                                                           
23 The age adjustments in the California workers’ compensation program are discussed by Reville et al. 

(2005:62-66).  The baseline age is 39 and individuals receive higher permanent partial disability ratings if they are 
older than 39 and lower ratings if they are younger.  The adjustments are presumably based on an assumption that 
older persons find it more difficult to adapt to permanent disabilities than do younger persons with equally severe 
impairments.  However, when workers were placed into four age categories, the youngest workers (the 18- to 29-
year olds) had the highest proportional earnings losses in the three years after their injuries. 

24 The “odd lot” doctrine is discussed by Larson and Larson (2006: Chapter 83). 
25 The hybrid approach to permanent partial disability benefits is discussed by Burton (2005:92-93). States that 

recently used or currently use the hybrid approach for permanent partial disability benefits include Connecticut, 
Texas, and Florida. Section 15(3)(v) of the New York workers’ compensation law also utilizes the hybrid approach 
for a limited number of permanent partial disability cases. 
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ing, and loss of earning capacity. The latter uses the disability rating, perhaps in connection with 
other information such as the disabled person’s age or education, to determine the amount of dis-
ability benefits.   
 We have focused on disability rating systems since that is the domain of our IOM committee. 
We have provided criteria for evaluating the rating system, namely horizontal and vertical eq-
uity. We have also briefly discussed benefits systems, and provided the criteria for evaluating 
such systems, namely horizontal equity, vertical equity, and adequacy.  While we have con-
cluded that the disability rating systems for the two workers’ compensation programs and the 
Veterans Disability Compensation Program do a reasonably good job of providing equity, we 
have not attempted to make any judgment about the adequacy of the Veterans disability benefits. 

Methodological Limitations 
 There are several methodological issues that sophisticated examinations of disability ratings 
systems must consider and that are beyond the scope of the current study. We want to briefly 
comment on two. 
 First, there is a question concerning the proper level of aggregation for examining the rela-
tionship between disability ratings and loss of earnings. In our tables, we have divided the mean 
(or median) earnings losses for all workers in a cell (defined by medical condition and age) by 
the mean (or median) earnings losses for all workers in the cell. Thus, in Table C-1, we divided 
the mean earnings losses for workers with upper extremity injures rated 1−2 percent in Panel C 
($1,535) by the mean potential earnings for those workers shown in panel B ($42,740) to pro-
duce the proportional earnings losses shown in Panel E (0.036 or 3.6 percent). An alternative ap-
proach would be to calculate the proportional earnings losses for individual workers by using 
each worker’s earnings losses and potential earnings. The approach we used may be affected by 
a few outliers, that is, by workers whose experience was much different than most workers in the 
cell. Using the distribution of proportional earnings losses for individual workers might show, 
for example, that the rating system accurately predicted the earnings losses for the vast majority 
of workers in the cell. We did not use this alternative procedure to assess the equity of the rating 
systems we examined because the necessary data were unavailable for the Wisconsin workers’ 
compensation program and the Veteran’s Disability Compensation Program. We suggest that 
subsequent examinations of disability rating systems consider this alterative approach. 
 Second, there is a difficult methodological problem caused by the possible co-mingling of 
disability ratings and earnings losses, as discussed by Greenberg and Rosenheck (2007). This can 
occur for two reasons. In some disability systems, such as the Disability Insurance component of 
the Social Security program, eligibility for the benefits depends on demonstrating an inability to 
engage in gainful activity. If DI benefits increase, some workers may limit the amount of time 
they work in order to qualify for benefits. If there were no DI program (or if the DI benefits were 
lower) the workers would have higher earnings. Thus, the disability benefits system induces 
higher earnings losses than would have occurred in the absence of the system. 
 The permanent partial disability benefits provided by most workers’ compensation programs 
and the Veterans Disability Compensation Program do not in general link eligibility for the cash 
benefits to a demonstration of earnings losses, and consequently the possible inducement to re-
duce earnings in order to qualify for benefits is muted.26 There is, however, another possible ef-
fect on earnings resulting from the cash benefits provided by these programs. The benefits re-
                                                           

26 One exception is individual unemployability benefits, which require the veteran to demonstrate lack of sig-
nificant earnings. 
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ceived by injured workers and injured veterans increase their wealth, and the wealth effect (as it 
is termed by economists) may induce the beneficiaries to reduce their supply of labor. Thus, a 
higher disability rating may lead to higher disability benefits and in turn to lower earnings than 
would have occurred if there were no disability benefits system, with the result that part of the 
lower earnings associated with higher ratings may be due to the inducements provided by the 
disability benefits system. Ideally, an empirical study of the relationship between disability bene-
fits and earnings losses would separate the effects of the severity of the consequence of the injury 
from the effects of the benefits provided by the disability benefits system.27 
 We do not think these methodological issues detract from the primary conclusions of the cur-
rent study. 

REFERENCES 
Berkowitz, Monroe and John F. Burton, Jr. 1987. Permanent Disability Benefits in Workers’ Compensa-

tion. Kalamazoo, MI: Upjohn Institute for Employment Research. 
Boden, Leslie I., Robert T. Reville, and Jeff Biddle. 2005. “The Adequacy of Workers’ Compensation 

Benefits.” In. Karen Roberts, John F. Burton, Jr., and Matthew M. Bodah, eds. Workplace Injuries 
and Diseases: Prevention and Compensation: Essays in Honor of Terry Thomason. Kalamazoo, MI: 
W.E. Upjohn Institute for Employment Research, pp. 37-68. 

Burton, John F., Jr. 2005. “Permanent Partial Disability Benefits.” In Karen Roberts, John F. Burton, Jr., 
and Matthew M. Bodah, eds. Workplace Injuries and Diseases: Prevention and Compensation: Es-
says in Honor of Terry Thomason. Kalamazoo, MI: Upjohn Institute for Employment Research, pp. 
69-116. 

Cocchiarella, Linda and Gunnar B.J. Andersson. 2001. Guides to the Evaluation of Permanent Impair-
ment, Fifth Edition. Chicago, IL: American Medical Association. 

Greenberg, Greg A. and Robert A. Rosenheck. 2007. “Compensation of Veterans with Psychiatric or 
Substance Abuse Disorders and Employment and Earnings.” Military Medicine. Vol. 172 (February): 
162-168. 

Hunt, H. Allan. 2004. Adequacy of Earnings Replacement in Workers’ Compensation Programs. Kala-
mazoo, MI: Upjohn Institute for Employment Research. 

IOM Report. 2007.  Institute of Medicine, Committee on Medical Evaluation of Veterans for Disability 
Compensation. A 21st Century System for Evaluating Veterans for Disability Benefits.  Washington, 
DC: The National Academies Press. 

Larson, Arthur and Lex K. Larson. 2006. Larson’s Workers’ Compensation, Desk Edition. Newark, NJ: 
LexisNexis. 

Musgrave, Richard A. 1959. The Theory of Public Finance.  New York, NY: McGraw-Hill. 
National Commission on State Workmen’s Compensation Laws. 1972. The Report of the National Com-

mission on State Workmen’s Compensation Laws. Washington, DC: Government Printing Office. 
Peterson, Mark A., Robert T. Reville, Rachel Kaganoff Stern, and Peter S. Barth. 2001. Compensating 

Permanent Workplace Injuries: A Study of California’s System. Santa Monica, CA: RAND Corpora-
tion. 

                                                           
27 Greenberg and Rosenheck (2007) examine the determinant of employment and earnings of veterans, and at-

tempt to separate the effects of the severity of the injury from the effects of benefits from the Veterans Disability 
Compensation Program and from other programs. 

 
 

 
[Relationship between PI and Earnings Losses V07] 

 



APPENDIX C  279 
 

Prepublication Copy – Uncorrected Proof   
 

Reville, Robert T. 1999. “The Impact of a Disabling Workplace Injury on Earnings and Labor Participa-
tion.” In John C. Haltiwanger, Julia I. Lane, James R. Spletzer, Jules J. M. Theeuwes, and Kenneth R. 
Troske, eds. The Creation and Analysis of Linked Employer-Employee Data, Contributions to Eco-
nomic Analysis. New York: Elsevier Science, North-Holland, pp. 147-173. 

Reville, Robert T., Jayanta Bhattacharya, and Lauren Sager. 2001 “New Methods and Data Sources for 
Measuring the Economic Consequences of Workplace Injuries.” American Journal of Industrial 
Medicine, Vol. 40: 452-63. 

Reville, Robert T., Seth A. Seabury, Frank W. Neuhauser, John F. Burton, Jr., and Michael D. Greenberg. 
2005. An Evaluation of California’s Permanent Disability Rating System. Santa Monica, CA: RAND 
Institute for Civil Justice. 

Willborn, Steven L., Stewart J. Schwab, John F. Burton, Jr., and Gillian L.L. Lester. 2007. Employment 
Law: Cases and Material. Fourth Edition. Newark, NJ: LexisNexis 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
1

Ta
bl

e 
C

-1
 

W
is

co
ns

in
 U

nc
on

te
st

ed
 P

er
m

an
en

t P
ar

tia
l D

is
ab

ili
ty

 C
as

es
 fo

r M
en

 w
ith

 1
96

8 
In

ju
rie

s 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
Pe

rc
en

t r
at

in
g 

 
C

la
ss

ifi
ca

tio
n 

 
 

 
 

 
 

 
 

 
 

M
ea

n 
 

  
of

 w
or

ke
rs

 
1-

2 
3-

5 
  

6-
10

 
  

11
-1

5 
  

16
-5

0 
  

51
-

10
0 

ra
tin

gs
To

ta
l 

Pa
ne

l A
 

W
ei

gh
te

d 
co

un
ts

 o
f w

or
ke

rs
 a

nd
 m

ea
n 

di
sa

bi
lit

y 
ra

tin
gs

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
1.

 
W

or
ke

rs
 a

ge
 2

0-
59

 
94

1.
0 

46
7.

0
 

17
7.

0
 

52
.0

 
48

.0
 

 
3.

70
   

  1
,6

85
.0

 
2.

 
W

or
ke

rs
 a

ge
 2

0-
29

 
29

4.
0 

10
5.

5
 

36
.0

 
15

.0
 

14
.0

 
 

3.
54

   
   

 4
64

.5
  

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

22
6.

0 
12

2.
0

 
39

.5
 

10
.0

 
14

.0
 

 
3.

69
   

   
 4

11
.5

  
4.

 
W

or
ke

rs
 a

ge
 4

0-
49

 
21

9.
5 

14
0.

5
 

53
.5

 
11

.0
 

13
.0

 
 

3.
68

   
   

 4
37

.5
  

5.
 

W
or

ke
rs

 a
ge

 5
0-

59
 

20
1.

5 
99

.0
 

48
.0

 
16

.0
 

7.
0

 
 

3.
71

   
   

 3
71

.5
  

6.
 

U
pp

er
 e

xt
re

m
iti

es
 

78
5.

0 
19

2.
0

 
82

.0
 

20
.0

 
20

.0
 

 
2.

80
   

  1
,0

99
.0

 
7.

 
Tr

un
k 

ca
se

s 
17

.0
 

93
.0

 
42

.0
 

10
.0

 
0.

0
 

 
5.

83
   

   
 1

62
.0

  
8.

 
Lo

w
er

 e
xt

re
m

iti
es

 
12

0.
0 

15
0.

0
 

34
.0

 
9.

0
 

4.
0

 
 

3.
76

   
   

 3
17

.0
  

9.
 

A
ll 

ot
he

r c
as

es
 

19
.0

 
32

.0
 

19
.0

 
13

.0
 

24
.0

 
 

9.
62

   
   

 1
07

.0
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l B
 

M
ea

n 
po

te
nt

ia
l e

ar
ni

ng
s 

(1
96

8-
73

, i
n 

do
lla

rs
)†  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

W
or

ke
rs

 a
ge

 2
0-

59
 

   
   

  4
2,

56
7 

 
   

   
43

,9
38

 
 

   
   

43
,3

20
 

 
   

   
42

,4
72

 
 

   
   

37
,9

60
 

 
 

 
   

   
42

,8
92

 
2.

 
W

or
ke

rs
 a

ge
 2

0-
29

 
   

   
  4

0,
14

4 
 

   
   

44
,4

12
 

 
   

   
38

,7
43

 
 

   
   

41
,6

93
 

 
   

   
32

,6
71

 
 

 
 

   
   

40
,8

29
 

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

   
   

  4
3,

64
1 

 
   

   
46

,2
32

 
 

   
   

47
,8

80
 

 
   

   
52

,4
64

 
 

   
   

42
,6

05
 

 
 

 
   

   
44

,9
95

 
4.

 
W

or
ke

rs
 a

ge
 4

0-
49

 
   

   
  4

5,
29

8 
 

   
   

44
,3

83
 

 
   

   
48

,9
95

 
 

   
   

48
,3

64
 

 
   

   
41

,6
28

 
 

 
 

   
   

45
,4

14
 

5.
 

W
or

ke
rs

 a
ge

 5
0-

59
 

   
   

  4
1,

92
5 

 
   

   
39

,9
73

 
 

   
   

36
,6

73
 

 
   

   
32

,9
05

 
 

   
   

32
,4

34
 

 
 

 
   

   
40

,1
59

 
6.

 
U

pp
er

 e
xt

re
m

iti
es

 
   

   
  4

2,
74

0 
 

   
   

44
,0

84
 

 
   

   
41

,6
44

 
 

   
   

39
,6

99
 

 
   

   
35

,5
16

 
 

 
 

   
   

42
,7

06
 

7.
 

Tr
un

k 
ca

se
s 

   
   

  3
7,

36
4 

 
   

   
44

,1
93

 
 

   
   

45
,2

24
 

 
   

   
44

,2
76

 
 

 
 

 
 

   
   

43
,7

48
 

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

   
   

  4
2,

49
7 

 
   

   
43

,1
23

 
 

   
   

43
,3

55
 

 
   

   
37

,0
36

 
 

   
   

37
,7

20
 

 
 

 
   

   
42

,6
70

 
9.

 
A

ll 
ot

he
r c

as
es

 
   

   
  4

0,
52

9 
 

   
   

46
,1

36
 

 
   

   
46

,2
79

 
 

   
   

49
,1

13
 

 
   

   
40

,0
36

 
 

 
 

   
   

44
,1

59
 

  

     
  

  
  

  
  

  
  

  
  

  
  

  



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
2

 
Pa

ne
l C

 
M

ea
n 

ea
rn

in
gs

 lo
ss

es
 (1

96
8-

73
, i

n 
do

lla
rs

)†
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

W
or

ke
rs

 a
ge

 2
0-

59
 

1,
55

4 
2,

75
9

*
4,

29
2

*
7,

48
3

*
7,

17
5

*
 

 
2,

51
9

2.
 

W
or

ke
rs

 a
ge

 2
0-

29
 

1,
71

4 
1,

89
0

 
1,

33
7

 
6,

62
7

 
8,

75
7

*
 

 
2,

09
6

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

3,
00

9 
7,

59
5

*
6,

39
9

*
13

,0
28

*
9,

61
1

*
 

 
5,

16
2

4.
 

W
or

ke
rs

 a
ge

 4
0-

49
 

2,
82

2 
95

4
 

4,
64

7
*

4,
13

1
 

4,
24

1
 

 
 

2,
52

0
5.

 
W

or
ke

rs
 a

ge
 5

0-
59

 
-1

,6
94

 
28

7
 

4,
37

9
 

7,
12

4
*

4,
58

6
 

 
 

11
7

6.
 

U
pp

er
 e

xt
re

m
iti

es
 

1,
53

5 
1,

68
8

 
2,

91
3

 
5,

09
8

 
7,

50
3

*
 

 
1,

83
8

7.
 

Tr
un

k 
ca

se
s 

4,
58

3 
5,

41
7

*
3,

39
5

 
8,

91
6

 
 

 
 

 
5,

02
2

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

1,
80

8 
2,

30
7

 
9,

34
9

*
11

,7
40

 
1,

98
4

 
 

 
3,

13
7

9.
 

A
ll 

ot
he

r c
as

es
 

-1
,9

78
 

3,
58

1
 

3,
17

8
 

7,
10

2
*

7,
76

6
*

 
 

3,
88

9
  

  
  

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l D

 
St

an
da

rd
 d

ev
ia

tio
n 

of
 m

ea
n 

ea
rn

in
gs

 lo
ss

es
 (1

96
8-

73
, i

n 
do

lla
rs

)†
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

W
or

ke
rs

 a
ge

 2
0-

59
 

   
   

   
   

86
0 

 
   

   
 1

,1
50

  
 

   
   

 1
,1

38
  

 
   

   
 2

,2
36

  
 

   
   

 2
,0

46
  

 
 

 
   

   
   

 6
62

  
2.

 
W

or
ke

rs
 a

ge
 2

0-
29

 
   

   
   

1,
48

2 
 

   
   

 2
,0

57
  

 
   

   
 2

,9
87

  
 

   
   

 4
,4

79
  

 
   

   
 3

,3
98

  
 

 
 

   
   

 1
,2

37
  

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

   
   

   
2,

19
4 

 
   

   
 2

,4
49

  
 

   
   

 2
,2

72
  

 
   

   
 6

,1
93

  
 

   
   

 3
,0

59
  

 
 

 
   

   
 1

,5
59

  
4.

 
W

or
ke

rs
 a

ge
 4

0-
49

 
   

   
   

1,
76

8 
 

   
   

 1
,9

51
  

 
   

   
 1

,7
60

  
 

   
   

 5
,3

21
  

 
   

   
 5

,0
55

  
 

 
 

   
   

 1
,2

28
  

5.
 

W
or

ke
rs

 a
ge

 5
0-

59
 

   
   

   
1,

29
4 

 
   

   
 2

,5
96

  
 

   
   

 2
,2

48
  

 
   

   
 2

,2
50

  
 

   
   

 4
,1

29
  

 
 

 
   

   
 1

,2
13

  
6.

 
U

pp
er

 e
xt

re
m

iti
es

 
   

   
   

   
87

5 
 

   
   

 1
,9

52
  

 
   

   
 1

,7
26

  
 

   
   

 2
,7

54
  

 
   

   
 2

,3
28

  
 

 
 

   
   

   
 8

09
  

7.
 

Tr
un

k 
ca

se
s 

   
   

   
4,

43
0 

 
   

   
 1

,3
64

  
 

   
   

 2
,1

32
  

 
   

   
 5

,0
40

  
 

 
 

 
 

   
   

 1
,1

15
  

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

   
   

   
1,

63
9 

 
   

   
 1

,1
60

  
 

   
   

 2
,3

51
  

 
   

   
 8

,2
83

  
 

   
   

 4
,1

88
  

 
 

 
   

   
   

 9
35

  
9.

 
A

ll 
ot

he
r c

as
es

 
   

   
   

2,
61

3 
 

   
   

 3
,3

54
  

 
   

   
 3

,7
67

  
 

   
   

 3
,5

13
  

 
   

   
 3

,4
36

  
 

 
 

   
   

 1
,5

96
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l E
 

Pr
op

or
tio

na
l e

ar
ni

ng
s 

lo
ss

es
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

W
or

ke
rs

 a
ge

 2
0-

59
 

0.
03

6 
0.

06
3

 
0.

09
9

 
0.

17
6

 
0.

18
9

 
 

 
0.

05
9

2.
 

W
or

ke
rs

 a
ge

 2
0-

29
 

0.
04

3 
0.

04
3

 
0.

03
5

 
0.

15
9

 
0.

26
8

 
 

 
0.

05
1

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

0.
06

9 
0.

16
4

 
0.

13
4

 
0.

24
8

 
0.

22
6

 
 

 
0.

11
5

4.
 

W
or

ke
rs

 a
ge

 4
0-

49
 

0.
06

2 
0.

02
1

 
0.

09
5

 
0.

08
5

 
0.

10
2

 
 

 
0.

05
5

5.
 

W
or

ke
rs

 a
ge

 5
0-

59
 

-0
.0

40
 

0.
00

7
 

0.
11

9
 

0.
21

6
 

0.
14

1
 

 
 

0.
00

3
6.

 
U

pp
er

 e
xt

re
m

iti
es

 
0.

03
6 

0.
03

8
 

0.
07

0
 

0.
12

8
 

0.
21

1
 

 
 

0.
04

3



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
3

7.
 

Tr
un

k 
ca

se
s 

0.
12

3 
0.

12
3

 
0.

07
5

 
0.

20
1

 
 

 
 

 
0.

11
5

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

0.
04

3 
0.

05
3

 
0.

21
6

 
0.

31
7

 
0.

05
3

 
 

 
0.

07
4

9.
 

A
ll 

ot
he

r c
as

es
 

-0
.0

49
 

0.
07

8
 

0.
06

9
 

0.
14

5
 

0.
19

4
 

 
 

0.
08

8
  

  
  

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l F

 
M

ea
n 

be
ne

fit
s 

of
 le

ga
l f

ee
s 

(1
96

8-
73

, i
n 

do
lla

rs
) 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

W
or

ke
rs

 a
ge

 2
0-

59
 

   
   

   
   

69
6 

 
   

   
 2

,4
79

  
 

   
   

 4
,9

57
  

 
   

   
 7

,8
07

  
 

   
   

10
,9

80
 

 
 

 
   

   
 2

,1
50

  
2.

 
W

or
ke

rs
 a

ge
 2

0-
29

 
   

   
   

   
74

2 
 

   
   

 2
,3

16
  

 
   

   
 5

,0
78

  
 

   
   

 8
,3

88
  

 
   

   
12

,8
46

 
 

 
 

   
   

 2
,0

47
  

3.
 

W
or

ke
rs

 a
ge

 3
0-

39
 

   
   

   
   

62
6 

 
   

   
 2

,5
09

  
 

   
   

 5
,4

51
  

 
   

   
 7

,2
24

  
 

   
   

10
,2

86
 

 
 

 
   

   
 2

,1
36

  
4.

 
W

or
ke

rs
 a

ge
 4

0-
49

 
   

   
   

   
70

6 
 

   
   

 2
,3

16
  

 
   

   
 4

,9
99

  
 

   
   

 7
,3

60
  

 
   

   
10

,3
27

 
 

 
 

   
   

 2
,2

01
  

5.
 

W
or

ke
rs

 a
ge

 5
0-

59
 

   
   

   
   

69
6 

 
   

   
 2

,8
46

  
 

   
   

 4
,4

12
  

 
   

   
 7

,9
34

  
 

   
   

 9
,8

51
  

 
 

 
   

   
 2

,2
34

  
6.

 
U

pp
er

 e
xt

re
m

iti
es

 
   

   
   

   
59

3 
 

   
   

 2
,0

57
  

 
   

   
 4

,5
03

  
 

   
   

 6
,7

16
  

 
   

   
11

,6
41

 
 

 
 

   
   

 1
,4

53
  

7.
 

Tr
un

k 
ca

se
s 

   
   

   
1,

28
8 

 
   

   
 3

,1
41

  
 

   
   

 5
,3

71
  

 
   

   
 8

,4
10

  
 

 
 

 
 

   
   

 3
,8

50
  

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

   
   

   
1,

26
1 

 
   

   
 2

,6
36

  
 

   
   

 5
,8

03
  

 
   

   
10

,2
54

 
 

   
   

13
,5

37
 

 
 

 
   

   
 2

,8
09

  
9.

 
A

ll 
ot

he
r c

as
es

 
   

   
   

   
84

2 
 

   
   

 2
,3

48
  

 
   

   
 4

,4
85

  
 

   
   

 7
,3

26
  

 
   

   
10

,0
03

 
 

 
 

   
   

 4
,7

82
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l G
 

R
ep

la
ce

m
en

t r
at

es
:  

be
ne

fit
s 

as
 p

ro
po

rt
io

n 
of

 e
ar

ni
ng

s 
lo

ss
es

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
1.

 
W

or
ke

rs
 a

ge
 2

0-
59

 
0.

45
 

0.
90

 
1.

15
 

1.
04

 
1.

53
 

 
 

0.
85

2.
 

W
or

ke
rs

 a
ge

 2
0-

29
 

0.
43

 
1.

23
 

3.
80

 
1.

27
 

1.
47

 
 

 
0.

98
3.

 
W

or
ke

rs
 a

ge
 3

0-
39

 
0.

21
 

0.
33

 
0.

85
 

0.
55

 
1.

07
 

 
 

0.
41

4.
 

W
or

ke
rs

 a
ge

 4
0-

49
 

0.
25

 
2.

43
 

1.
08

 
1.

78
 

2.
44

 
 

 
0.

87
5.

 
W

or
ke

rs
 a

ge
 5

0-
59

 
a 

9.
91

 
1.

01
 

1.
11

 
2.

15
 

 
 

19
.1

1
6.

 
U

pp
er

 e
xt

re
m

iti
es

 
0.

39
 

1.
22

 
1.

55
 

1.
32

 
1.

55
 

 
 

0.
79

7.
 

Tr
un

k 
ca

se
s 

0.
28

 
0.

58
 

1.
58

 
0.

94
 

 
 

 
 

0.
77

8.
 

Lo
w

er
 e

xt
re

m
iti

es
 

0.
70

 
1.

14
 

0.
62

 
0.

87
 

6.
82

 
 

 
0.

90
9.

 
A

ll 
ot

he
r c

as
es

 
a 

0.
66

  
1.

41
  

1.
03

  
1.

29
  

  
  

1.
23

 
 

 
 

 
 

 
 

 
 

 
 

 
 

* 
S

ig
ni

fic
an

t a
t t

he
 .0

5 
le

ve
l. 

 
 

 
 

 
 

 
 

 
 

 
† 

19
68

 p
re

se
nt

 v
al

ue
 d

ol
la

rs
 d

is
co

un
te

d 
at

 6
 p

er
ce

nt
. 

 
 

 
 

 
 

 
 

a.
 

Th
e 

re
pl

ac
em

en
t r

at
e 

is
 n

ot
 s

ho
w

n 
be

ca
us

e 
th

e 
m

ea
n 

ea
rn

in
gs

 lo
ss

 e
st

im
at

e 
is

 n
eg

at
iv

e.
 

 
 

 
  



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
4

 
Ta

bl
e 

C
-2

 
C

al
ifo

rn
ia

 P
er

m
an

en
t P

ar
tia

l D
is

ab
ili

ty
 C

as
es

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Pe
rc

en
t R

at
in

g 
 

C
la

ss
ifi

ca
tio

n 
 

 
 

 
 

 
 

M
ea

n 
 

 
of

 w
or

ke
rs

 
1-

5 
6-

10
 

11
-1

5 
16

-2
0 

21
-2

5 
26

-5
0 

51
-1

00
 

ra
tin

gs
To

ta
l 

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l A

 
C

ou
nt

s 
of

 w
or

ke
rs

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

G
en

er
al

 lo
w

er
 e

xt
re

m
ity

 im
pa

irm
en

t 
29

9
13

4
15

2
13

6
11

7
14

7
65

18
.7

1,
05

0
2.

 
H

ip
 im

pa
irm

en
t 

65
44

44
17

26
42

25
20

.6
26

3
3.

 
K

ne
e 

im
pa

irm
en

t 
2,

54
9

1,
50

0
1,

31
3

84
3

69
0

82
5

20
6

14
.6

7,
92

6
4.

 
A

nk
le

 im
pa

irm
en

t 
98

8
47

3
33

5
25

3
13

4
21

8
10

0
13

.7
2,

50
1

5.
 

Im
pa

ire
d 

fu
nc

tio
n 

in
 to

e(
s)

 
19

6
35

23
23

11
13

10
9.

4
31

1
6.

 
V

is
io

n 
im

pa
irm

en
t 

93
22

12
8

28
7

1
10

.2
17

1
7.

 
H

ea
rin

g 
im

pa
irm

en
t 

73
2

25
5

22
7

10
3

74
62

79
11

.0
1,

53
2

8.
 

H
an

d 
/ F

in
ge

rs
 

2,
32

2
61

5
50

7
23

3
10

2
27

3
17

8.
7

4,
06

9
9.

 
Lo

ss
 o

f g
ra

sp
in

g 
po

w
er

 
1,

72
1

2,
42

1
1,

16
7

77
1

23
4

51
1

85
11

.3
6,

91
0

10
. 

C
hr

on
ic

 lu
ng

 im
pa

irm
en

t 
19

68
9

13
4

15
16

20
.4

14
4

11
. 

H
ea

rt 
di

se
as

e 
6

34
26

43
10

64
47

32
.0

23
0

12
. 

G
en

er
al

 im
pa

irm
en

t t
o 

sh
ou

ld
er

 o
r a

rm
s 

89
5

88
6

1,
18

7
62

1
27

2
1,

00
3

75
17

.9
4,

93
9

13
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 s

ho
ul

de
r 

1,
80

8
1,

02
3

93
0

41
0

10
9

10
6

14
9.

8
4,

40
0

14
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 e

lb
ow

 
76

0
38

8
29

2
10

7
43

59
1

9.
3

1,
65

0
15

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 w
ris

t 
1,

24
4

71
1

71
6

33
4

11
5

43
7

18
13

.0
3,

57
5

16
. 

Im
pa

ire
d 

fu
nc

tio
n 

of
 n

ec
k,

 s
pi

ne
 o

r p
el

vi
s 

3,
41

4
4,

66
4

4,
77

1
3,

29
0

3,
53

4
4,

57
2

68
7

19
.6

24
,9

32
17

. 
G

en
er

al
 im

pa
irm

en
t t

o 
ab

do
m

en
 

57
77

41
37

16
33

10
17

.3
27

1
18

. 
P

sy
ch

ia
tri

c 
im

pa
irm

en
t 

13
5

20
1

16
2

10
8

49
18

1
77

22
.2

91
3

19
. 

P
os

t-t
ra

um
at

ic
 h

ea
d 

sy
nd

ro
m

e 
6

18
9

17
1

17
4

24
.4

72
20

. 
H

ea
da

ch
es

 
70

18
8

2
2

3
1

7.
7

10
4

21
. 

O
th

er
 

15
5

82
41

17
14

20
13

13
.6

34
2

22
. 

M
ul

tip
le

 Im
pa

irm
en

ts
 

47
8

1,
31

0
1,

76
5

1,
67

9
1,

38
1

4,
26

6
1,

51
2

27
.9

12
,3

91
23

. 
To

ta
l 

18
,0

12
14

,9
79

13
,7

37
9,

06
5

6,
96

6
12

,8
74

3,
06

3
17

.6
78

,6
96



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
5

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l B

 
M

ea
n 

po
te

nt
ia

l e
ar

ni
ng

s 
(5

 y
ea

rs
 in

 d
ol

la
rs

) 
 

 
 

 
 

 
 

 
 

 
 

1.
 

G
en

er
al

 lo
w

er
 e

xt
re

m
ity

 im
pa

irm
en

t 
22

2,
77

2
21

2,
34

2
20

1,
88

8
19

1,
64

0
21

0,
19

2
19

3,
08

8
17

3,
16

5
 

20
5,

75
7

2.
 

H
ip

 im
pa

irm
en

t 
21

6,
12

2
22

2,
05

4
18

6,
19

4
25

5,
05

2
20

2,
37

5
17

2,
63

6
15

2,
21

5
 

20
0,

24
6

3.
 

K
ne

e 
im

pa
irm

en
t 

24
8,

03
0

22
6,

80
8

21
9,

11
3

22
5,

18
4

22
1,

47
5

20
6,

54
5

18
1,

57
4

 
22

8,
43

6
4.

 
A

nk
le

 im
pa

irm
en

t 
21

3,
04

0
21

0,
95

8
22

5,
35

6
18

3,
73

7
21

3,
00

7
18

3,
21

3
15

9,
13

0
 

20
6,

57
4

5.
 

Im
pa

ire
d 

fu
nc

tio
n 

in
 to

e(
s)

 
22

6,
61

5
17

1,
61

9
25

0,
60

8
15

8,
70

5
16

5,
98

6
18

7,
29

6
30

2,
52

8
 

21
5,

83
1

6.
 

V
is

io
n 

im
pa

irm
en

t 
17

9,
46

2
16

3,
69

3
18

2,
94

1
15

2,
00

1
21

4,
17

5
17

3,
20

3
90

7,
88

3
 

18
6,

08
0

7.
 

H
ea

rin
g 

im
pa

irm
en

t 
32

7,
32

5
29

8,
03

6
28

6,
52

1
30

0,
47

3
32

2,
79

1
26

3,
56

5
34

2,
87

9
 

31
2,

60
2

8.
 

H
an

d 
/ F

in
ge

rs
 

20
9,

40
4

21
2,

21
4

19
2,

87
7

20
1,

20
3

18
1,

84
5

18
8,

84
2

17
3,

16
2

 
20

5,
07

8
9.

 
Lo

ss
 o

f g
ra

sp
in

g 
po

w
er

 
20

2,
59

4
19

7,
37

2
18

4,
26

0
18

2,
30

3
17

1,
65

2
18

7,
64

8
20

6,
20

8
 

19
3,

29
5

10
. 

C
hr

on
ic

 lu
ng

 im
pa

irm
en

t 
20

9,
44

6
18

7,
18

7
17

2,
80

9
23

6,
98

3
16

1,
23

9
19

9,
78

5
21

6,
35

1
 

19
7,

55
3

11
. 

H
ea

rt 
di

se
as

e 
23

0,
21

2
32

1,
69

9
38

6,
18

2
29

6,
06

6
44

1,
91

6
32

0,
49

6
27

1,
77

9
 

31
6,

50
1

12
. 

G
en

er
al

 im
pa

irm
en

t t
o 

sh
ou

ld
er

 o
r a

rm
s 

22
1,

51
8

21
2,

54
3

19
2,

94
5

18
6,

67
3

17
9,

65
4

18
6,

23
5

16
0,

05
7

 
19

8,
25

6
13

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 s
ho

ul
de

r 
22

9,
91

6
21

8,
57

8
22

4,
58

5
19

1,
83

4
17

7,
41

3
20

1,
54

6
18

1,
85

7
 

22
0,

46
8

14
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 e

lb
ow

 
24

4,
37

5
23

6,
63

5
21

7,
59

5
21

7,
27

6
21

1,
77

6
18

7,
29

6
25

,7
10

 
23

3,
03

5
15

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 w
ris

t 
19

6,
60

3
20

4,
60

0
19

1,
93

1
18

7,
74

7
17

3,
68

9
19

5,
43

7
20

5,
84

7
 

19
5,

59
7

16
. 

Im
pa

ire
d 

fu
nc

tio
n 

of
 n

ec
k,

 s
pi

ne
 o

r p
el

vi
s 

21
1,

65
9

20
1,

22
8

19
8,

31
9

19
3,

79
3

18
6,

69
1

18
1,

24
0

18
5,

69
5

 
19

4,
96

5
17

. 
G

en
er

al
 im

pa
irm

en
t t

o 
ab

do
m

en
 

29
8,

01
8

28
3,

96
6

20
2,

29
0

25
2,

70
6

35
1,

23
7

17
3,

11
0

21
9,

25
9

 
25

8,
38

2
18

. 
P

sy
ch

ia
tri

c 
im

pa
irm

en
t 

25
2,

58
2

20
3,

76
8

20
9,

60
5

19
9,

73
1

23
3,

80
9

21
5,

35
2

23
1,

89
4

 
21

7,
82

5
19

. 
P

os
t-t

ra
um

at
ic

 h
ea

d 
sy

nd
ro

m
e 

10
9,

46
1

13
3,

88
4

25
4,

69
6

19
9,

53
0

19
9,

81
8

13
2,

79
7

21
5,

26
9

 
16

7,
63

1
20

. 
H

ea
da

ch
es

 
17

1,
73

0
21

6,
16

3
21

5,
62

7
66

,2
44

70
,9

03
13

6,
99

1
22

1,
95

0
 

17
8,

31
0

21
. 

O
th

er
 

22
2,

47
6

17
2,

20
8

26
8,

26
0

35
2,

33
5

19
4,

57
5

21
1,

43
8

21
8,

44
2

 
22

0,
42

6
22

. 
M

ul
tip

le
 Im

pa
irm

en
ts

 
23

2,
05

8
20

5,
53

6
19

1,
46

2
19

3,
93

8
18

8,
11

4
18

4,
85

1
19

0,
29

8
 

19
2,

06
0

23
. 

To
ta

l 
22

4,
31

5
20

9,
36

4
20

2,
35

2
19

7,
45

7
19

2,
89

1
18

7,
22

4
19

3,
81

7
 

20
4,

50
5

 
 

 
 

 
 

 
 

 
 

 
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l C
 

M
ea

n 
ea

rn
in

gs
 lo

ss
es

 (5
 y

ea
rs

 in
 d

ol
la

rs
) 

 
 

 
 

 
 

 
 

 
 

 
1.

 
G

en
er

al
 lo

w
er

 e
xt

re
m

ity
 im

pa
irm

en
t 

33
,5

33
35

,2
78

37
,9

81
51

,7
88

68
,9

46
85

,7
67

82
,9

42
 

51
,0

81
2.

 
H

ip
 im

pa
irm

en
t 

39
,9

05
55

,3
51

37
,4

00
11

4,
56

4
76

,5
27

32
,5

62
76

,7
96

 
52

,8
50

3.
 

K
ne

e 
im

pa
irm

en
t 

37
,5

06
33

,5
23

44
,2

22
55

,1
32

75
,1

47
81

,4
95

10
3,

22
0

 
49

,3
03



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
6

4.
 

A
nk

le
 im

pa
irm

en
t 

27
,9

87
29

,8
82

54
,8

60
35

,2
99

67
,2

01
63

,8
83

72
,0

10
 

39
,6

75
5.

 
Im

pa
ire

d 
fu

nc
tio

n 
in

 to
e(

s)
 

32
,1

44
27

,9
13

73
,8

54
-7

,6
94

31
,9

62
90

,4
56

17
4,

57
0

 
38

,8
17

6.
 

V
is

io
n 

im
pa

irm
en

t 
1,

51
8

27
,3

53
24

,9
81

-3
1,

33
9

50
,2

94
81

,0
07

76
9,

05
0

 
20

,6
80

7.
 

H
ea

rin
g 

im
pa

irm
en

t 
97

,2
75

10
5,

49
0

10
6,

83
4

13
4,

18
8

14
7,

29
9

11
2,

38
5

12
6,

60
3

 
10

7,
08

1
8.

 
H

an
d 

/ F
in

ge
rs

 
30

,6
74

40
,4

65
47

,0
15

53
,3

52
62

,0
70

76
,1

10
11

7,
42

2
 

39
,6

87
9.

 
Lo

ss
 o

f g
ra

sp
in

g 
po

w
er

 
29

,9
04

35
,8

71
46

,7
02

48
,0

68
49

,2
62

72
,6

25
83

,9
94

 
41

,3
38

10
. 

C
hr

on
ic

 lu
ng

 im
pa

irm
en

t 
53

,5
69

62
,0

87
14

,6
16

49
,6

87
-4

1,
26

5
51

,0
94

15
1,

58
1

 
62

,8
04

11
. 

H
ea

rt 
di

se
as

e 
54

,9
10

80
,9

54
62

,8
62

13
5,

07
3

22
2,

30
7

13
1,

96
2

19
1,

72
0

 
13

1,
32

2
12

. 
G

en
er

al
 im

pa
irm

en
t t

o 
sh

ou
ld

er
 o

r a
rm

s 
41

,2
67

47
,0

78
51

,5
70

60
,8

93
58

,7
31

74
,7

78
89

,4
42

 
55

,7
52

13
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 s

ho
ul

de
r 

41
,2

17
56

,1
03

74
,4

30
65

,2
40

64
,8

13
94

,6
81

94
,7

28
 

55
,9

80
14

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 e
lb

ow
 

43
,7

71
48

,2
92

59
,7

64
49

,6
34

72
,1

54
54

,0
21

9,
14

5
 

49
,1

30
15

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 w
ris

t 
30

,8
76

48
,6

26
44

,7
69

51
,7

96
46

,0
14

69
,8

38
10

7,
65

1
 

44
,7

79
16

. 
Im

pa
ire

d 
fu

nc
tio

n 
of

 n
ec

k,
 s

pi
ne

 o
r p

el
vi

s 
34

,8
57

37
,4

88
46

,5
77

50
,1

87
58

,5
97

67
,2

37
10

3,
98

5
 

50
,8

22
17

. 
G

en
er

al
 im

pa
irm

en
t t

o 
ab

do
m

en
 

10
6,

33
2

96
,9

65
45

,4
54

12
1,

24
7

16
5,

55
7

53
,3

24
12

0,
40

2
 

94
,0

57
18

. 
P

sy
ch

ia
tri

c 
im

pa
irm

en
t 

11
4,

51
9

10
7,

34
6

10
5,

38
2

10
3,

63
4

13
6,

27
8

14
6,

61
9

18
9,

27
5

 
12

3,
86

7
19

. 
P

os
t-t

ra
um

at
ic

 h
ea

d 
sy

nd
ro

m
e 

60
,0

75
17

,1
61

86
,5

19
53

,9
81

-7
5,

64
1

85
,6

29
20

0,
98

4
 

63
,1

90
20

. 
H

ea
da

ch
es

 
39

,7
39

66
,3

26
98

,9
59

-3
2,

01
6

50
,4

23
20

,0
66

-1
2,

94
6

 
46

,6
47

21
. 

O
th

er
 

41
,0

70
13

,8
88

38
,9

94
17

0,
60

9
61

,5
45

11
4,

09
3

15
2,

65
5

 
50

,0
93

22
. 

M
ul

tip
le

 Im
pa

irm
en

ts
 

54
,6

13
41

,5
08

39
,8

85
57

,0
43

57
,8

88
74

,4
09

10
4,

04
5

 
64

,6
71

23
. 

To
ta

l 
38

,6
87

42
,1

98
49

,8
56

55
,2

93
62

,0
38

73
,5

30
10

6,
48

2
 

53
,6

23
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l E
 

Pr
op

or
tio

na
l e

ar
ni

ng
s 

lo
ss

es
 

 
 

 
 

 
 

 
 

 
 

 
1.

 
G

en
er

al
 lo

w
er

 e
xt

re
m

ity
 im

pa
irm

en
t 

0.
15

0.
17

0.
19

0.
27

0.
33

0.
44

0.
48

 
0.

25
2.

 
H

ip
 im

pa
irm

en
t 

0.
18

0.
25

0.
20

0.
45

0.
38

0.
19

0.
50

 
0.

26
3.

 
K

ne
e 

im
pa

irm
en

t 
0.

15
0.

15
0.

20
0.

24
0.

34
0.

39
0.

57
 

0.
22

4.
 

A
nk

le
 im

pa
irm

en
t 

0.
13

0.
14

0.
24

0.
19

0.
32

0.
35

0.
45

 
0.

19
5.

 
Im

pa
ire

d 
fu

nc
tio

n 
in

 to
e(

s)
 

0.
14

0.
16

0.
29

-0
.0

5
0.

19
0.

48
0.

58
 

0.
18

6.
 

V
is

io
n 

im
pa

irm
en

t 
0.

01
0.

17
0.

14
-0

.2
1

0.
23

0.
47

0.
85

 
0.

11
7.

 
H

ea
rin

g 
im

pa
irm

en
t 

0.
30

0.
35

0.
37

0.
45

0.
46

0.
43

0.
37

 
0.

34
8.

 
H

an
d 

/ F
in

ge
rs

 
0.

15
0.

19
0.

24
0.

27
0.

34
0.

40
0.

68
 

0.
19

9.
 

Lo
ss

 o
f g

ra
sp

in
g 

po
w

er
 

0.
15

0.
18

0.
25

0.
26

0.
29

0.
39

0.
41

 
0.

21
10

. 
C

hr
on

ic
 lu

ng
 im

pa
irm

en
t 

0.
26

0.
33

0.
08

0.
21

-0
.2

6
0.

26
0.

70
 

0.
32



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
7

11
. 

H
ea

rt 
di

se
as

e 
0.

24
0.

25
0.

16
0.

46
0.

50
0.

41
0.

71
 

0.
41

12
. 

G
en

er
al

 im
pa

irm
en

t t
o 

sh
ou

ld
er

 o
r a

rm
s 

0.
19

0.
22

0.
27

0.
33

0.
33

0.
40

0.
56

 
0.

28
13

. 
Im

pa
ire

d 
fu

nc
tio

n 
in

 s
ho

ul
de

r 
0.

18
0.

26
0.

33
0.

34
0.

37
0.

47
0.

52
 

0.
25

14
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 e

lb
ow

 
0.

18
0.

20
0.

27
0.

23
0.

34
0.

29
0.

36
 

0.
21

15
. 

Im
pa

ire
d 

fu
nc

tio
n 

in
 w

ris
t 

0.
16

0.
24

0.
23

0.
28

0.
26

0.
36

0.
52

 
0.

23
16

. 
Im

pa
ire

d 
fu

nc
tio

n 
of

 n
ec

k,
 s

pi
ne

 o
r p

el
vi

s 
0.

16
0.

19
0.

23
0.

26
0.

31
0.

37
0.

56
 

0.
26

17
. 

G
en

er
al

 im
pa

irm
en

t t
o 

ab
do

m
en

 
0.

36
0.

34
0.

22
0.

48
0.

47
0.

31
0.

55
 

0.
36

18
. 

P
sy

ch
ia

tri
c 

im
pa

irm
en

t 
0.

45
0.

53
0.

50
0.

52
0.

58
0.

68
0.

82
 

0.
57

19
. 

P
os

t-t
ra

um
at

ic
 h

ea
d 

sy
nd

ro
m

e 
0.

55
0.

13
0.

34
0.

27
-0

.3
8

0.
64

0.
93

 
0.

38
20

. 
H

ea
da

ch
es

 
0.

23
0.

31
0.

46
-0

.4
8

0.
71

0.
15

-0
.0

6
 

0.
26

21
. 

O
th

er
 

0.
18

0.
08

0.
15

0.
48

0.
32

0.
54

0.
70

 
0.

23
22

. 
M

ul
tip

le
 Im

pa
irm

en
ts

 
0.

24
0.

20
0.

21
0.

29
0.

31
0.

40
0.

55
 

0.
34

23
. 

To
ta

l 
0.

17
0.

20
0.

25
0.

28
0.

32
0.

39
0.

55
 

0.
26

  
  

  
  

  
  

  
  

  
  

  
                  



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
8

Ta
bl

e 
C

-3
 

D
is

ab
le

d 
Ve

te
ra

ns
 in

 1
96

7 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
Pe

rc
en

t R
at

in
g 

 
 

 
 

 
 

 
 

 
 

 
 

 
M

ed
ic

al
 C

on
di

tio
ns

 
10

 
20

 
30

 
40

 
50

 
60

 
70

 
80

 
90

 
10

0 
  

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l B

 
  

M
ed

ia
n 

po
te

nt
ia

l e
ar

ni
ng

s 
(in

 d
ol

la
rs

)†
 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

A
m

pu
ta

tio
n,

 u
pp

er
 e

xt
re

m
ity

 
   

   
7,

44
4 

 
   

   
7,

13
5 

 
   

   
7,

17
6 

 
   

   
6,

74
3 

 
   

   
7,

01
6 

 
   

   
7,

00
3 

 
   

   
7,

27
2 

 
   

   
7,

41
2 

 
   

   
7,

51
7 

 
 

2.
 

S
pi

ne
 d

is
or

de
rs

 
   

   
8,

11
9 

 
   

   
7,

55
9 

 
 

   
   

7,
41

3 
 

 
   

   
7,

10
8 

 
 

 
 

 
3.

 
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
) 

   
   

7,
95

5 
 

   
   

7,
69

9 
 

   
   

7,
55

0 
 

 
 

 
 

 
 

 
4.

 
D

ef
ec

tiv
e 

vi
su

al
 a

cu
ity

 
   

   
7,

57
6 

 
   

   
8,

26
2 

 
   

   
7,

24
1 

 
   

   
7,

43
9 

 
   

   
7,

01
8 

 
   

   
6,

99
3 

 
   

   
7,

20
9 

 
   

   
7,

24
3 

 
   

   
7,

00
8 

 
   

   
7,

50
7 

 
5.

 
H

ea
rin

g 
im

pa
irm

en
t 

   
   

7,
82

1 
 

   
   

7,
42

5 
 

   
   

7,
29

3 
 

   
   

7,
22

3 
 

 
   

   
7,

26
3 

 
 

   
   

7,
20

3 
 

 
 

6.
 

C
hr

on
ic

 re
sp

ira
to

ry
 d

is
ea

se
s 

   
   

7,
84

4 
 

 
   

   
7,

06
9 

 
 

 
   

   
6,

60
5 

 
 

 
 

   
   

6,
50

2 
 

7.
 

H
yp

er
te

ns
iv

e 
va

sc
ul

ar
 d

is
ea

se
 

   
   

7,
67

2 
 

   
   

7,
51

9 
 

 
   

   
7,

27
5 

 
 

 
 

 
 

 
8.

 
G

as
tro

in
te

st
in

al
 u

lc
er

s 
   

   
7,

28
7 

 
   

   
7,

02
3 

 
 

   
   

6,
69

1 
 

 
 

 
 

 
 

9.
 

S
ca

rs
 

   
   

7,
69

2 
 

 
   

   
7,

59
2 

 
 

   
   

7,
44

7 
 

 
 

   
   

7,
21

5 
 

 
 

10
. 

D
ia

be
te

s 
m

el
lit

us
 

   
   

7,
54

7 
 

   
   

7,
61

7 
 

 
   

   
7,

70
9 

 
 

   
   

7,
50

0 
 

 
 

 
   

   
7,

03
5 

 
11

. 
A

ve
ra

ge
 

   
   

7,
69

6 
 

   
   

7,
53

0 
 

   
   

7,
32

0 
 

   
   

7,
21

3 
 

   
   

7,
16

0 
 

   
   

7,
07

9 
 

   
   

7,
24

1 
 

   
   

7,
26

8 
 

   
   

7,
26

3 
 

   
   

7,
01

5 
 

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l C
 

  
M

ed
ia

n 
ea

rn
in

gs
 lo

ss
es

 (i
n 

do
lla

rs
)†

 
 

 
 

 
 

 
 

 
 

 
 

 

1.
 

A
m

pu
ta

tio
n,

 u
pp

er
 e

xt
re

m
ity

 
   

   
   

33
5 

 
   

   
  

89
9 

 
   

   
  

77
5 

 
   

   
1,

73
3 

 
   

   
1,

74
7 

 
   

   
2,

50
0 

 
   

   
2,

26
9 

 
   

   
2,

28
3 

 
   

   
1,

97
7 

 
 

2.
 

S
pi

ne
 d

is
or

de
rs

 
   

   
   

47
9 

 
   

   
  

70
3 

 
 

   
   

1,
40

1 
 

 
   

   
4,

14
4 

 
 

 
 

 
3.

 
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
) 

   
   

   
70

0 
 

   
   

1,
04

7 
 

   
   

  
75

5 
 

 
 

 
 

 
 

 
4.

 
D

ef
ec

tiv
e 

vi
su

al
 a

cu
ity

 
   

   
   

50
0 

 
   

   
  

69
4 

 
   

   
1,

23
1 

 
   

   
1,

96
4 

 
   

   
2,

00
0 

 
   

   
2,

93
0 

 
   

   
3,

69
1 

 
   

   
4,

83
8 

 
   

   
5,

59
9 

 
   

   
6,

01
3 

 
5.

 
H

ea
rin

g 
im

pa
irm

en
t 

   
   

   
21

9 
 

   
   

  
89

1 
 

   
   

  
54

7 
 

   
   

  
80

9 
 

 
   

   
1,

27
1 

 
 

   
   

2,
09

6 
 

 
 

6.
 

C
hr

on
ic

 re
sp

ira
to

ry
 d

is
ea

se
s 

   
   

   
75

3 
 

 
   

   
1,

63
3 

 
 

 
   

   
5,

04
6 

 
 

 
 

   
   

5,
53

3 
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 28
9

7.
 

H
yp

er
te

ns
iv

e 
va

sc
ul

ar
 d

is
ea

se
 

   
   

   
46

8 
 

   
   

1,
42

1 
 

 
   

   
1,

74
6 

 
 

 
 

 
 

 
8.

 
G

as
tro

in
te

st
in

al
 u

lc
er

s 
   

   
   

63
4 

 
   

   
  

92
7 

 
 

   
   

1,
55

9 
 

 
 

 
 

 
 

9.
 

S
ca

rs
 

   
   

   
30

0 
 

 
   

   
  

78
2 

 
 

   
   

  
70

0 
 

 
 

   
   

2,
72

0 
 

 
 

10
. 

D
ia

be
te

s 
m

el
lit

us
 

   
   

   
80

0 
 

   
   

  
81

5 
 

 
   

   
1,

45
7 

 
 

   
   

2,
70

0 
 

 
 

 
   

   
5,

56
5 

 
11

. 
A

ve
ra

ge
 

   
   

   
51

9 
 

   
   

  
92

5 
 

   
   

  
95

4 
 

   
   

1,
52

4 
 

   
   

1,
48

2 
 

   
   

3,
09

9 
 

   
   

2,
98

0 
 

   
   

2,
98

4 
 

   
   

3,
78

8 
 

   
   

5,
70

4 
 

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l E
 

  
Pr

op
or

tio
na

l e
ar

ni
ng

s 
lo

ss
es

 
 

 
 

 
 

 
 

 
 

 
 

 
1.

 
A

m
pu

ta
tio

n,
 u

pp
er

 e
xt

re
m

ity
 

   
   

0.
04

5 
 

   
   

0.
12

6 
 

   
   

0.
10

8 
 

   
   

0.
25

7 
 

   
   

0.
24

9 
 

   
   

0.
35

7 
 

   
   

0.
31

2 
 

   
   

0.
30

8 
 

   
   

0.
26

3 
 

 
2.

 
S

pi
ne

 d
is

or
de

rs
 

   
   

0.
05

9 
 

   
   

0.
09

3 
 

 
   

   
0.

18
9 

 
 

   
   

0.
58

3 
 

 
 

 
 

3.
 

Im
pa

irm
en

t o
f k

ne
e 

(o
th

er
 th

an
 a

nk
yl

os
is

) 
   

   
0.

08
8 

 
   

   
0.

13
6 

 
   

   
0.

10
0 

 
 

 
 

 
 

 
 

4.
 

D
ef

ec
tiv

e 
vi

su
al

 a
cu

ity
 

   
   

0.
06

6 
 

   
   

0.
08

4 
 

   
   

0.
17

0 
 

   
   

0.
26

4 
 

   
   

0.
28

5 
 

   
   

0.
41

9 
 

   
   

0.
51

2 
 

   
   

0.
66

8 
 

   
   

0.
79

9 
 

   
   

0.
80

1 
 

5.
 

H
ea

rin
g 

im
pa

irm
en

t 
   

   
0.

02
8 

 
   

   
0.

12
0 

 
   

   
0.

07
5 

 
   

   
0.

11
2 

 
 

   
   

0.
17

5 
 

 
   

   
0.

29
1 

 
 

 
6.

 
C

hr
on

ic
 re

sp
ira

to
ry

 d
is

ea
se

s 
   

   
0.

09
6 

 
 

   
   

0.
23

1 
 

 
 

   
   

0.
76

4 
 

 
 

 
   

   
0.

85
1 

 
7.

 
H

yp
er

te
ns

iv
e 

va
sc

ul
ar

 d
is

ea
se

 
   

   
0.

06
1 

 
   

   
0.

18
9 

 
 

   
   

0.
24

0 
 

 
 

 
 

 
 

8.
 

G
as

tro
in

te
st

in
al

 u
lc

er
s 

   
   

0.
08

7 
 

   
   

0.
13

2 
 

 
   

   
0.

23
3 

 
 

 
 

 
 

 
9.

 
S

ca
rs

 
   

   
0.

03
9 

 
 

   
   

0.
10

3 
 

 
   

   
0.

09
4 

 
 

 
   

   
0.

37
7 

 
 

 
10

. 
D

ia
be

te
s 

m
el

lit
us

 
   

   
0.

10
6 

 
   

   
0.

10
7 

 
 

   
   

0.
18

9 
 

 
   

   
0.

36
0 

 
 

 
 

   
   

0.
79

1 
 

11
. 

A
ve

ra
ge

 
   

   
0.

06
8 

 
   

   
0.

12
3 

 
   

   
0.

13
1 

 
   

   
0.

21
2 

 
   

   
0.

20
9 

 
   

   
0.

44
3 

 
   

   
0.

41
2 

 
   

   
0.

41
1 

 
   

   
0.

53
1 

 
   

   
0.

81
4 

 
  

  
  

  
  

  
  

  
  

  
  

  
Pa

ne
l F

 
  

M
ed

ia
n 

be
ne

fit
s 

(in
 d

ol
la

rs
) 

 
 

 
 

 
 

 
 

 
 

 
 

1.
 

A
m

pu
ta

tio
n,

 u
pp

er
 e

xt
re

m
ity

 
   

   
   

25
2 

 
   

   
  

48
0 

 
   

   
  

72
0 

 
   

   
  

98
4 

 
   

   
1,

35
6 

 
   

   
1,

63
2 

 
   

   
1,

93
2 

 
   

   
2,

23
2 

 
   

   
2,

50
8 

 
 

2.
 

S
pi

ne
 d

is
or

de
rs

 
   

   
   

25
2 

 
   

   
  

48
0 

 
 

   
   

  
98

4 
 

 
   

   
1,

63
2 

 
 

 
 

 
3.

 
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
) 

   
   

   
25

2 
 

   
   

  
48

0 
 

   
   

  
72

0 
 

 
 

 
 

 
 

 
4.

 
D

ef
ec

tiv
e 

vi
su

al
 a

cu
ity

 
   

   
   

25
2 

 
   

   
  

48
0 

 
   

   
  

72
0 

 
   

   
  

98
4 

 
   

   
1,

35
6 

 
   

   
1,

63
2 

 
   

   
1,

93
2 

 
   

   
2,

23
2 

 
   

   
2,

50
8 

 
   

   
3,

60
0 

 
5.

 
H

ea
rin

g 
im

pa
irm

en
t 

   
   

   
25

2 
 

   
   

  
48

0 
 

   
   

  
72

0 
 

   
   

  
98

4 
 

 
   

   
1,

63
2 

 
 

   
   

2,
23

2 
 

 
 

6.
 

C
hr

on
ic

 re
sp

ira
to

ry
 d

is
ea

se
s 

   
   

   
25

2 
 

 
   

   
  

72
0 

 
 

 
   

   
1,

63
2 

 
 

 
 

   
   

3,
60

0 
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
0

7.
 

H
yp

er
te

ns
iv

e 
va

sc
ul

ar
 d

is
ea

se
 

   
   

   
25

2 
 

   
   

  
48

0 
 

 
   

   
  

98
4 

 
 

 
 

 
 

 
8.

 
G

as
tro

in
te

st
in

al
 u

lc
er

s 
   

   
   

25
2 

 
   

   
  

48
0 

 
 

   
   

  
98

4 
 

 
 

 
 

 
 

9.
 

S
ca

rs
 

   
   

   
25

2 
 

 
   

   
  

72
0 

 
 

   
   

1,
35

6 
 

 
 

   
   

2,
23

2 
 

 
 

10
. 

D
ia

be
te

s 
m

el
lit

us
 

   
   

   
25

2 
 

   
   

  
48

0 
 

 
   

   
  

98
4 

 
 

   
   

1,
63

2 
 

 
 

 
   

   
3,

60
0 

 
11

. 
A

ve
ra

ge
 

   
   

   
25

2 
 

   
   

  
48

0 
 

   
   

  
72

0 
 

   
   

  
98

4 
 

   
   

1,
35

6 
 

   
   

1,
63

2 
 

   
   

1,
93

2 
 

   
   

2,
23

2 
 

   
   

2,
50

8 
 

   
   

3,
60

0 
 

  
  

  
  

  
  

  
  

  
  

  
  

Pa
ne

l G
 

  
R

ep
la

ce
m

en
t r

at
es

:  
be

ne
fit

s 
as

 p
ro

po
rt

io
n 

of
 e

ar
ni

ng
s 

lo
ss

es
 

 
 

 
1.

 
A

m
pu

ta
tio

n,
 u

pp
er

 e
xt

re
m

ity
 

0.
75

2
0.

53
4

0.
92

9
0.

56
8 

0.
77

6
0.

65
3

0.
85

1
0.

97
8

1.
26

9
 

2.
 

S
pi

ne
 d

is
or

de
rs

 
0.

52
6

0.
68

3
 

0.
70

2 
 

0.
39

4
 

 
 

 
3.

 
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
) 

0.
36

0
0.

45
8

0.
95

4
 

 
 

 
 

 
 

4.
 

D
ef

ec
tiv

e 
vi

su
al

 a
cu

ity
 

0.
50

4
0.

69
2

0.
58

5
0.

50
1 

0.
67

8
0.

55
7

0.
52

3
0.

46
1

0.
44

8
0.

59
9 

5.
 

H
ea

rin
g 

im
pa

irm
en

t 
1.

15
1

0.
53

9
1.

31
6

1.
21

6 
 

1.
28

4
 

1.
06

5
 

 
6.

 
C

hr
on

ic
 re

sp
ira

to
ry

 d
is

ea
se

s 
0.

33
5

 
0.

44
1

 
 

0.
32

3
 

 
 

0.
65

1 
7.

 
H

yp
er

te
ns

iv
e 

va
sc

ul
ar

 d
is

ea
se

 
0.

53
8

0.
33

8
 

0.
56

4 
 

 
 

 
 

 
8.

 
G

as
tro

in
te

st
in

al
 u

lc
er

s 
0.

39
7

0.
51

8
 

0.
63

1 
 

 
 

 
 

 
9.

 
S

ca
rs

 
0.

84
0

 
0.

92
1

 
1.

93
7

 
 

0.
82

1
 

 
10

. 
D

ia
be

te
s 

m
el

lit
us

 
0.

31
5

0.
58

9
 

0.
67

5 
 

0.
60

4
 

 
 

0.
64

7 
11

. 
A

ve
ra

ge
 

0.
57

2
0.

54
4

0.
85

8
0.

69
4 

1.
13

0
0.

63
6

0.
68

7
0.

83
1

0.
85

8
0.

63
2 

  
  

  
  

  
  

  
  

  
  

  
  

 
 

 
 

 
 

 
 

 
 

 
 

† 
In

 1
96

7 
do

lla
rs

 
 

 
 

 
 

 
 

 
 

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
1

                               

Fi
gu

re
 C

-1  
Th

re
e 

Ti
m

e 
Pe

rio
ds

 in
 a

 W
or

ke
rs

’ C
om

pe
ns

at
io

n 
C

as
e 

W
he

re
 th

e 
In

ju
ry

 H
as

 
Pe

rm
an

en
t C

on
se

qu
en

ce
s  

D
at

e 
of 

In
ju

ry 
D

at
e 

of
 M

ax
im

um
 M

ed
ic

al
 

Im
pr

ov
em

en
t (

M
M

I)
 

P
re

in
ju

ry 
P

er
io

d  
Te

m
po

ra
ry 

D
is

ab
ilit

y 
P

er
io

d 

P
er

m
an

en
t 

D
is

ab
ilit

y 
P

er
io

d 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
2

 
         

                     

I A
 

A
na

to
m

ic
al

 
Lo

ss
  

I B
Fu

nc
tio

na
l 

Lo
ss

I
M

ed
ic

al
 Im

pa
irm

en
t

II
Li

m
ita

tio
ns

 in
 

A
ct

iv
iti

es
 o

f D
ai

ly
 

Li
vi

ng

III
 

W
or

k 
D

is
ab

ili
ty

III
 A

Lo
ss

 o
f 

Ea
rn

in
g 

C
ap

ac
ity

III
 B

A
ct

ua
l 

Lo
ss

 o
f 

Ea
rn

in
gs

Fi
gu

re
 C

-2  
Th

e 
C

on
se

qu
en

ce
s 

of
 a

n 
In

ju
ry

 o
r D

is
ea

se
 

R
es

ul
tin

g 
in

 W
or

k 
D

is
ab

ili
ty

   



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
3

          

Wages

 

Fi
gu

re
 C

-3  
A

ct
ua

l L
os

se
s 

of
 E

ar
ni

ng
s 

fo
r a

 W
or

ke
r w

ith
 a

 P
er

m
an

en
t D

is
ab

ili
ty

 

A
ct

ua
l E

ar
ni

ng
s

 

Ti
m

e 
D

at
e 

of
  

In
ju

ry 
D

at
e 

of
 R

et
ur

n 
to

 
W

or
k 

P
ot

en
tia

l E
ar

ni
ng

s
 

A  

G 

C
  

E F 

D 

B 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
4

Fi
gu

re
 C

-4
 

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r W
is

co
ns

in
 W

or
ke

rs
 w

ith
 U

pp
er

 E
xt

re
m

ity
 In

ju
rie

s

12
.8

21
.1

7.
0

3.
8

3.
6

0.
0

5.
0

10
.0

15
.0

20
.0

25
.0

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
 E

.

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
5

Fi
gu

re
 C

-5
Ea

rn
in

gs
 L

os
se

s 
fo

r W
is

co
ns

in
 W

or
ke

rs
 w

ith
 U

pp
er

 E
xt

re
m

ity
 In

ju
rie

s:
 

M
ea

ns
 a

nd
 R

an
ge

s 
of

 L
os

se
s

1,
53

5
1,

68
8

2,
91

3

5,
09

8

7,
50

3

3,
28

5

5,
59

2
6,

36
5

10
,6

06

12
,1

59

-2
15

-2
,2

16

-5
39

-4
10

2,
84

7

-4
,0

00

-2
,0

000

2,
00

0

4,
00

0

6,
00

0

8,
00

0

10
,0

00

12
,0

00

14
,0

00

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Dollars

R
an

ge
 is

 m
ea

n 
pl

us
 o

r m
in

us
 tw

o 
st

an
da

rd
 d

ev
ia

tio
ns

.
M

ea
n 

pl
us

 tw
o 

st
an

da
rd

 d
ev

ia
tio

ns
M

ea
n 

m
in

us
 tw

o 
st

an
da

rd
 d

ev
ia

tio
ns

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
s 

C
 a

nd
 D

.
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
6

Fi
gu

re
 C

-6
Pe

rc
en

ta
ge

 E
ar

ni
ng

s 
Lo

ss
es

 fo
r W

is
co

ns
in

 W
or

ke
rs

 w
ith

 F
ou

r T
yp

es
 o

f I
nj

ur
ie

s

-1
0.

0

-5
.00.
0

5.
0

10
.0

15
.0

20
.0

25
.0

30
.0

35
.0

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

U
pp

er
 e

xt
re

m
iti

es
Tr

un
k 

ca
se

s
Lo

w
er

 e
xt

re
m

iti
es

Al
l o

th
er

 c
as

es

So
ur

ce
:   

Ta
bl

e 
B1

, P
an

el
 E

.
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
7

Fi
gu

re
 C

-7
Pe

rc
en

ta
ge

 E
ar

ni
ng

s 
Lo

ss
es

 F
or

 A
ll 

W
is

co
ns

in
 W

or
ke

rs

18
.9

3.
6

6.
3

9.
9

17
.6

0.
0

5.
0

10
.0

15
.0

20
.0

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
 E

.
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
8

Fi
gu

re
 C

-8
R

ep
la

ce
m

en
t R

at
es

 (B
en

ef
its

 a
s 

a 
Pe

rc
en

ta
ge

 o
f E

ar
ni

ng
s 

Lo
ss

es
) 

fo
r W

is
co

ns
in

 W
or

ke
rs

 w
ith

 U
pp

er
 E

xt
re

m
ity

 In
ju

rie
s

39
.0

15
5.

0
15

5.
0

13
2.

0
12

2.
0

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

14
0.

0

16
0.

0

18
0.

0

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Pe
rc

en
t R

at
in

g

Replacement Rates (Percentage)

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
 G

.
 - 

- -
 - 

-  
  6

6.
67

 p
er

ce
nt

 re
pl

ac
em

en
t r

at
e

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 29
9

Fi
gu

re
 C

-9
R

ep
la

ce
m

en
t R

at
es

 (B
en

ef
its

 a
s 

a 
Pe

rc
en

ta
ge

 o
f E

ar
ni

ng
s 

Lo
ss

es
)

fo
r W

is
co

ns
in

 W
or

ke
rs

 w
ith

 F
ou

r T
yp

es
 o

f I
nj

ur
ie

s

0.
0

10
0.

0

20
0.

0

30
0.

0

40
0.

0

50
0.

0

60
0.

0

70
0.

0

1-
2 

(2
)

3-
5 

(4
)

6-
10

 (8
)

11
-1

5 
(1

3)
16

-5
0 

(3
3)

Pe
rc

en
t R

at
in

g

Replacement Rates (Percentage)

U
pp

er
 e

xt
re

m
iti

es
Tr

un
k 

ca
se

s
Lo

w
er

 e
xt

re
m

iti
es

Al
l o

th
er

 c
as

es

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
 G

.
 - 

- -
 - 

-  
  6

6.
67

 p
er

ce
nt

 re
pl

ac
em

en
t r

at
e

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
0

Fi
gu

re
 C

-1
0

R
ep

la
ce

m
en

t R
at

es
 (B

en
ef

its
 a

s 
a 

Pe
rc

en
ta

ge
 o

f E
ar

ni
ng

s 
Lo

ss
es

) 
Fo

r A
ll 

W
is

co
ns

in
 W

or
ke

rs

45
.0

15
3.

0

10
4.

0

11
5.

0

90
.0

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

14
0.

0

16
0.

0

18
0.

0

1-
2

3-
5

6-
10

11
-1

5
16

-5
0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

So
ur

ce
:  

Ta
bl

e 
B1

, P
an

el
 G

.
 - 

- -
 - 

-  
  6

6.
67

 p
er

ce
nt

 re
pl

ac
em

en
t r

at
e

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
1

Fi
gu

re
 C

-1
1

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r C
al

ifo
rn

ia
 W

or
ke

rs
 w

ith
 F

ou
r T

yp
es

 o
f I

nj
ur

ie
s

-4
0.

0

-2
0.

0

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

1 
to

 5
6 

to
 1

0
11

 to
 1

5
16

 to
 2

0
21

-2
5

26
 to

 5
0

50
 a

nd
 u

p

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

G
en

er
al

 lo
w

er
 e

xt
re

m
ity

 im
pa

irm
en

t
Kn

ee
 im

pa
irm

en
t

Vi
si

on
 im

pa
irm

en
t

H
ea

rin
g 

im
pa

irm
en

t

So
ur

ce
:  

Ta
bl

e 
C

1,
 P

an
el

 E
.

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
2

Fi
gu

re
 C

-1
2

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r C
al

ifo
rn

ia
 W

or
ke

rs
 w

ith
 F

ou
r T

yp
es

 o
f I

nj
ur

ie
s

-4
0.

0

-2
0.

0

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

1 
to

 5
6 

to
 1

0
11

 to
 1

5
16

 to
 2

0
21

-2
5

26
 to

 5
0

50
 a

nd
 u

p

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

C
hr

on
ic

 lu
ng

 im
pa

irm
en

t
G

en
er

al
 im

pa
irm

en
t t

o 
sh

ou
ld

er
s 

or
 a

rm
s

Im
pa

ire
d 

fu
nc

tio
n 

of
 n

ec
k,

 s
pi

ne
 o

r p
el

vi
s

Ps
yc

hi
at

ric
 im

pa
irm

en
t

So
ur

ce
:  

Ta
bl

e 
C

1,
 P

an
el

 E
.

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
3

Fi
gu

re
 C

-1
3

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r A
ll 

C
al

ifo
rn

ia
 W

or
ke

rs

39
.0

55
.0

32
.0

28
.0

25
.0

17
.0

20
.0

0.
0

10
.0

20
.0

30
.0

40
.0

50
.0

60
.0

1 
to

 5
6 

to
 1

0
11

 to
 1

5
16

 to
 2

0
21

 to
 2

5
26

 to
 5

0
50

 a
nd

 u
p

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

So
ur

ce
:  

Ta
bl

e 
C

1,
 P

an
el

 E
.

 - 
- -

 - 
-  

  6
6.

67
 p

er
ce

nt
 re

pl
ac

em
en

t r
at

e

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
4

Fi
gu

re
 C

-1
4

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r V
et

er
an

s 
w

ith
 F

iv
e 

Ty
pe

s 
of

 In
ju

rie
s

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

Am
pu

ta
tio

n,
 u

pp
er

 e
xt

re
m

ity
Sp

in
e 

di
so

rd
er

s
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
)

D
ef

ec
tiv

e 
vi

su
al

 a
cu

ity
H

ea
rin

g 
im

pa
irm

en
t

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 E
.

 - 
- -

 - 
-  

  P
er

ce
nt

 E
ar

ni
ng

s 
Lo

ss
es

 e
qu

al
 P

er
ce

nt
 R

at
in

g
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
5

Fi
gu

re
 C

-1
5

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r V
et

er
an

s 
w

ith
 F

iv
e 

Ty
pe

s 
of

 In
ju

rie
s

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

C
hr

on
ic

 re
sp

ira
to

ry
 d

is
ea

se
s

H
yp

er
te

ns
iv

e 
va

sc
ul

ar
 d

is
ea

se
G

as
tro

in
te

st
in

al
 u

lc
er

s
S

ca
rs

D
ia

be
te

s 
m

el
lit

us

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 E
.

 - 
- -

 - 
-  

  P
er

ce
nt

 E
ar

ni
ng

s 
Lo

ss
es

 e
qu

al
 P

er
ce

nt
 R

at
in

g
 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
6

Fi
gu

re
 C

-1
6

Pe
rc

en
ta

ge
 E

ar
ni

ng
s 

Lo
ss

es
 fo

r V
et

er
an

s:
 

Av
er

ag
es

 fo
r T

en
 T

yp
es

 o
f I

nj
ur

ie
s

20
.9

53
.1

81
.4

41
.1

41
.2

44
.3

6.
8

12
.3

13
.1

21
.2

02040608010
0

12
0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Percentage Earnings Losses

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 E
.

 - 
- -

 - 
-  

  P
er

ce
nt

 E
ar

ni
ng

s 
Lo

ss
es

 e
qu

al
 P

er
ce

nt
 R

at
in

g

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
7

Fi
gu

re
 C

-1
7

R
ep

la
ce

m
en

t R
at

es
 (B

en
ef

its
 a

s 
a 

Pe
rc

en
ta

ge
 o

f E
ar

ni
ng

s 
Lo

ss
es

)
fo

r V
et

er
an

s 
w

ith
 F

iv
e 

Ty
pe

s 
of

 In
ju

rie
s

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

14
0.

0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Replacement Rates (Percentage)

Am
pu

ta
tio

n,
 u

pp
er

 e
xt

re
m

ity
Sp

in
e 

di
so

rd
er

s
Im

pa
irm

en
t o

f k
ne

e 
(o

th
er

 th
an

 a
nk

yl
os

is
)

D
ef

ec
tiv

e 
vi

su
al

 a
cu

ity
H

ea
rin

g 
im

pa
irm

en
t

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 G
.

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
8

Fi
gu

re
 C

-1
8

R
ep

la
ce

m
en

t R
at

es
 (B

en
ef

its
 a

s 
a 

Pe
rc

en
ta

ge
 o

f E
ar

ni
ng

s 
Lo

ss
es

)
fo

r V
et

er
an

s 
w

ith
 F

iv
e 

Ty
pe

s 
of

 In
ju

rie
s

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

14
0.

0

16
0.

0

18
0.

0

20
0.

0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Replacement Rates (Percentage)

C
hr

on
ic

 re
sp

ira
to

ry
 d

is
ea

se
s

H
yp

er
te

ns
iv

e 
va

sc
ul

ar
 d

is
ea

se
G

as
tro

in
te

st
in

al
 u

lc
er

s
S

ca
rs

D
ia

be
te

s 
m

el
lit

us

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 G
.

 



Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

   
 30
9

Fi
gu

re
 C

-1
9

R
ep

la
ce

m
en

t R
at

es
 (B

en
ef

its
 a

s 
a 

Pe
rc

en
ta

ge
 o

f E
ar

ni
ng

s 
Lo

ss
es

) f
or

 V
et

er
an

s:
 

Av
er

ag
es

 fo
r T

en
 T

yp
es

 o
f I

nj
ur

ie
s

54
.4

85
.8

69
.4

11
3.

0

85
.8

63
.2

57
.2

68
.7

63
.6

83
.1

0.
0

20
.0

40
.0

60
.0

80
.0

10
0.

0

12
0.

0

10
20

30
40

50
60

70
80

90
10

0

Pe
rc

en
t R

at
in

g

Replacement Rates (Percentage)

So
ur

ce
:  

Ta
bl

e 
D

1,
 P

an
el

 C
.

 



 



   
 

Prepublication Copy – Uncorrected Proof 
311 

D 
 

The Role of Medical Personnel in Selected 
Disability Benefit Programs 

 
 
 
 
 
 
 
 
 
 
 

This appendix describes some of the major features of five major disability benefit programs: 
 
1. Veterans Disability Compensation 
2. Social Security Disability Insurance (SSDI) and Supplemental Security Income (SSI) 

Disability 
3. Disability Retirement from the U.S. Military 
4. Federal Civilian Disability Retirement under the Civil Service Retirement (CSRS) and 

Federal Employee Retirement Systems (FERS) 
5. Workers Compensation and other Benefits under the Federal Employee Compensation 

Act (FECA) 
 

Table D-1, at the end of the appendix, summarizes and compares the role of medical person-
nel in these disability benefit programs. 

VETERANS’ DISABILITY COMPENSATION 

The Veterans Disability Compensation program pays monthly cash benefits to veterans to 
compensate for loss of earnings capacity resulting from injuries or diseases that occurred while 
in the military, or that became worse during military service. Disability rating (from 10% to 
100%, in increments of 10%) determines the monthly benefit amount. 

Program Administration  

The Veterans Benefits Administration within the Department of Veterans Affairs administers 
the Veterans Disability Compensation program. 
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Program References  
Program rules and operating procedures are primarily contained in 38 U.S.C 1100ff; 38 CFR 

Parts 3 and 4; VA’s Compensation and Pension Adjudication Manual M21-1MR; and various 
program guides and worksheets. 

Disability Definition or Other Qualifying Criteria 
Qualifying disability is defined as follows: 

 
For disability resulting from personal injury suffered or disease contracted in line of 
duty, or for aggravation of a preexisting injury suffered or disease contracted in line of 
duty, in the active military, naval, or air service,…the United States will pay to any vet-
eran thus disabled and who was discharged or released under conditions other than dis-
honorable from the period of service in which said injury or disease was incurred, or 
preexisting injury or disease was aggravated, compensation as provided in this subchap-
ter, but no compensation shall be paid if the disability is a result of the veteran's own 
willful misconduct or abuse of alcohol or drugs.1 

Health Care Professional Role  
The primary role of the health-care professional is as the provider of medical records used in 

making the eligibility decision and impairment rating. The initial rating is based on medical re-
cords obtained from the applicant’s own heath care providers, including the veteran’s service 
medical record (SMR). In most circumstances, this evidence is supplemented by a medical ex-
amination from a VA medical center or a contract examination provider. These examinations 
may be conducted by a physician or by a registered nurse (RN) or physician’s assistant (PA) (re-
ports of RN or PA examinations must be reviewed and countersigned by a physician). In limited 
circumstances, a specialist conducts the examination. This might be a physician specializing in a 
certain area of medicine, or a nonphysician health-care provider skilled in a particular kind of 
examination (e.g., an audiologist, a psychologist). 

Health-care professionals are not involved in claim adjudication (including the disability rat-
ing). Initial compensation claim ratings are made by an RVSR, a layperson trained in rating prin-
ciples and the rating schedule. However, the RVSR may obtain a medical opinion or an inde-
pendent medical opinion from a physician to assist with the case evaluation, but the physician 
does not participate in the rating decision. Physicians may also be involved in training RVSRs. 

The Board of Veteran’s Appeals (BVA) handles appeals of denied claims. Members of the 
BVA are attorneys. Health-care professionals are not involved, although the BVA may also re-
quest a medical opinion or independent medical opinion from a physician. 

SSDI AND SSI DISABILITY 
These programs provide monthly cash payments to individuals who are unable to work due 

to a disability. SSDI pays monthly benefits to disabled individuals who are “insured” for these 
benefits by having paid Federal Insurance Contributions Act (FICA) taxes. Benefits are also 
available to certain dependants of retired, disabled, or deceased workers. SSI payments are made 
to disabled individuals who have limited income and financial resources.   

                                                           
1 38 U.S.C. §§ 1110 and 1131. 
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Program Administration 

The Social Security Administration administers both the SSDI and SSI programs. 

Program References  
Program rules and operating instructions are primarily in 42 U.S.C. 421, 423, 1382, and 

1382c; 20 CFR Part 404 Subparts J, P and Q; 20 CFR Part 416, Subparts I, J, and N; Social Se-
curity Rulings; and the agency’s Program Operations Manual System. 

Disability Definition or Other Qualifying Criteria 
“Disability” is defined as follows: 
 
The term ‘disability’ means…inability to engage in any substantial gainful activity by 
reason of any medically determinable physical or mental impairment which can be ex-
pected to result in death or which has lasted or can be expected to last for a continuous 
period of not less than 12 months …An individual shall be determined to be under a dis-
ability only if his physical or mental impairment or impairments are of such severity that 
he is not only unable to do his previous work but cannot, considering his age, education, 
and work experience, engage in any other kind of substantial gainful work which exists in 
the national economy, regardless of whether such work exists in the immediate area in 
which he lives, or whether a specific job vacancy exists for him, or whether he would be 
hired if he applied for work.2 

Health Care Professional Role  
SSA’s rules require that the existence of a “medically determinable impairment” (in other 

words, a diagnosis) be established by evidence from an “acceptable medical source,” generally a 
physician or, for specific kinds of impairments, a psychologist, optometrist, podiatrist, or speech-
language pathologist. These medical professionals must meet appropriate licensure or certifica-
tion requirements, but need not be board certified. The claimant’s own medical sources are the 
preferred sources of this evidence, as well as additional evidence of the severity of the impair-
ment, which may come from a variety of medical and nonmedical sources. 

If evidence from the claimant’s own medical sources is insufficient, SSA may obtain a con-
sultative examination from another medical source. These examinations may be obtained from 
the claimant’s own medical sources, but they are usually obtained from contract medical exam 
providers. These providers may be physicians or nonphysician medical sources, depending on 
the information being sought. They must be licensed in the state in which they practice, and have 
the training and experience to perform the type of examination or test requested. 

Initial case adjudications are generally performed by two-person teams. One team member is 
the “medical consultant,” usually either a physician or psychologist. The other team member is 
the disability examiner, a lay person who is trained by the agency. In limited circumstances, the 
medical consultant may be a nonphysician optometrist, podiatrist, or speech-language patholo-
gist. There are no requirements that the medical consultant be board certified, although the Insti-

                                                           
2 42 U.S.C. § 423(d)(1)(A). There is a similar definition of disability for the SSI program in 

42 U.S.C. § 1382c(a)(3)(b). 
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tute of Medicine (IOM) Committee on Improving the Social Security Disability Decision Process 
recently recommended that all physician medical consultants be board certified. 

First-level appeals, called “reconsiderations,” are generally decided by a different, but identi-
cally composed, two-person team (with one lay person and a medical consultant). Second level 
appeals are decided by administrative law judges in a nonadversarial administrative proceeding. 
Administrative law judges may request the presence of a medical expert at the hearing, and they 
do so about 12 percent of the time. Third-level appeals are to the Appeals Council, a panel of 
judges that reviews administrative law judge decisions. After exhausting these administrative 
appeals, claimants may seek further relief in the federal courts. 

SSA has tested several variations on this adjudication process in recent years, and is now in 
the process of implementing a variation that replaces the reconsideration process with a federal 
review officer (nonmedical) as the first level of appeal, and an alternative review board as the 
final step in the administrative review process in place of the Appeals Council. 

DISABILITY RETIREMENT FROM THE U.S. MILITARY 
This program provides early retirement benefits to service members who are unable to per-

form their military duties due to a disability that occurred during service (referred to as a “physi-
cal disability,” although the disability may be either a physical or mental disorder). To qualify, 
the disability must be permanent; it must not be the result of intentional misconduct or willful 
neglect; and it must not have been incurred during a period of unauthorized absence. The service 
member must have at least 20 years of service or have a service-connected disability rating (us-
ing the VA Rating Schedule) of 30 percent or more. 

Program Administration  

The Department of Defense and individual U.S. military services administer the program. 

Program References  
10 U.S.C. 1200ff; Department of Defense Directive 1332.18, DoD Instructions 1332.38 and 

1332.39; Army Regulations (AR) 635-40 and (AR) 40-501; Secretary of the Navy Instruction 
1850.4E; Coast Guard Commandant Instruction M1850.2; Air Force Instructions (AFI) 36-3212 
and (AFI) 48-123 

Disability Definition or Other Qualifying Criteria 
Qualifying disability is defined as: 
 
…unfit to perform the duties of the member's office, grade, rank, or rating because of 
physical disability…3  

Health Care Professional Role  
The military services rely on a multistep process, referred to as the DoD Disability Evalua-

tion System, to evaluate fitness for duty when there has been an illness or injury that may affect a 
service member’s ability to perform his/her job. The process begins when a service member is 

                                                           
3 10 U.S.C §1201(a). 
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referred to a medical evaluation board, or MEB. An MEB is convened at the local medical treat-
ment facility when a service member has been treated for a medical condition and reached 
maximum medical improvement but may still be unfit for duty. Generally, the unit commander 
or a physician at the individual’s medical treatment facility makes referral to an MEB when the 
individual has a disability that may prevent him or her from meeting service retention standards. 
An MEB is composed of 2–3 medical officers (physicians) who determine whether the service 
member’s medical condition calls into question his or her fitness for continued military service 
or ability to meet retention standards. If not, the MEB returns the service member to duty. 

If the MEB concludes that the service member’s disability significantly interferes with the 
ability to carry out his or her duties, the MEB refers the case to an informal physical evaluation 
board, or PEB, which will make the initial determinations of fitness for duty. The PEB is gener-
ally a three-member board consisting of a senior military officer, a personnel officer, and a 
medical officer (physician). The PEB relies on reports from the applicant’s own health-care pro-
fessionals (generally, the medical treatment facility at the service member’s duty station) and the 
findings of the MEB. If the PEB decides that the individual is not fit for duty, it will also assign a 
disability rating (percentage) based on the VA Rating Schedule. 

A service member who is not satisfied with the PEB decision may request a hearing before a 
formal PEB. A formal PEB is also a three-member panel, with one medical officer (physician). 
As the name implies, formal PEBs conduct more formal proceedings (hearings where additional 
medical evidence and testimony may be presented). 

FEDERAL CIVILIAN DISABILITY RETIREMENT UNDER CSRS OR 
FERS 

Provides monthly cash benefits to federal employees who are unable to perform their job or a 
comparable job because of a disability. 

Program Administration  

The Office of Personnel Management administers the CSRS and FERS programs. 

Program References  
5 U.S.C. 8337 and 8451; 5 CFR 831 and 844 

Disability Definition or Other Qualifying Criteria 
Qualifying disability is defined as follows: 
 
Any employee shall be considered to be disabled only if the employee is found by the Of-
fice of Personnel Management to be unable, because of disease or injury, to render useful 
and efficient service in the employee’s position and is not qualified for reassignment, un-
der procedures prescribed by the Office, to a vacant position which is in the agency at 
the same grade or level and in which the employee would be able to render useful and ef-
ficient service.4 

                                                           
4 5 U.S.C. § 8337(a). 
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Health Care Professional Role  
The primary health-care professional’s role is as the provider of medical records used in case 

adjudication. Medical documentation is obtained from the federal employee’s own medical 
source(s). OPM has the authority to request that an applicant undergo examination by an OPM-
designated physician; however, such referrals are rare. 

Initial disability decisions are made by a legal administrative specialist, who is a trained lay 
person. The disability decision is based on the report(s) of the applicant’s own medical sources, 
which have to conform to specific report content requirements. Although decision makers have 
the authority to obtain medical advice from physicians when conducting case adjudication, phy-
sicians are not involved in the decision-making process. 

Second-level appeals are decided by administrative law judges at the Merit System Protec-
tion Board. No health-care professionals are involved. 

BENEFITS UNDER FECA 
FECA provides for workers’ compensation benefits to civilian federal employees who are not 

covered by state-run workers’ compensation programs for work-related illnesses and injuries. 
Benefits include cash compensation, medical coverage, and vocational rehabilitation.  

Permanent disability may be total or partial. For permanent total disability, claimants receive 
compensation based on their pre-injury earnings. Claimants are rarely found to have total disabil-
ity, which is considered only in catastrophic injuries or long-standing chronic conditions after all 
attempts at rehabilitation have failed. This is true even for impairments that the law states are 
“prima facie” evidence of permanent total disability (loss of both hands, arms, feet, or legs, or 
the loss of sight of both eyes).  

Permanent partial disability compensation is based on the difference between the wages 
earned at the time of injury and the wages the claimant is capable of earning after the injury. 

For schedule awards, the degree of impairment is established solely by medical evidence and 
expressed as a percentage of loss of the body part involved. For permanent disability, the deter-
mination is considered economic, rather than just medical, and based on both medical and non-
medical factors. 

Although FECA rules distinguish between impairment (as a medical concept) and disability 
(as an economic concept), both require a medical evaluation. Case adjudication is performed 
primarily by nonmedical claims examiners, but with close medical scrutiny. 

Program Administration  

The Department of Labor’s Office of Workers Compensation Programs (OWCP) administers 
the FECA program. 

Program References  

Program rules and procedures are in 5 U.S.C. 8101 and 8123; 20 CFR part 10; FECA Proce-
dural Manual Parts 2 and 3; FECA Program Memoranda. 

Disability Definition or Other Qualifying Criteria 
Under FECA, injured workers receive compensation in one of two ways: 
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• If the illness or injury involves a limb or organ on a statutory list, they receive compensa-
tion according to a fixed schedule, meaning for so many weeks, according to the schedule 
(referred to as “schedule awards” or permanent impairment).5 

• For permanent disability, they receive compensation for loss of earnings, either on the 
basis of total or partial disability.6 

Health Care Professional Role  
OWCP administers the FECA program nationally through a network of 12 district offices, 

each of which has a significant medical staff: 
 
• The district medical director is a physician employed by OWCP who has administrative 

oversight of the medical functions of the district office, and also serves as liaison with the 
medical community and federal employers within the district office’s jurisdiction. The 
district medical director administers the district office’s network of district medical advi-
sors, discussed below) and second opinion medical specialists, provides training to staff 
regarding medical issues, and provides medical opinions and advice on complex claims. 

• At least one district medical advisor, also a physician, is responsible for interpreting 
medical reports; performing medical evaluations; performing ratings on schedule awards; 
and providing guidance to staff on medical issues. District medical advisors are usually 
part-time contract employees. 

• The staff nurse, who manages the work of a staff of field nurses who are responsible for 
case management, including monitoring claimants' medical progress and assisting their 
efforts to return to work. 

• The medical management assistant, who assists the district medical director in the ad-
ministration of the medical unit and performs associated support functions (e.g., referrals 
to second opinion and referee specialists). 

 
[By statute, the term physician includes surgeons, podiatrists, dentists, clinical psychologists, op-
tometrists, osteopathic practitioners, and chiropractors within the scope of their practice as de-
fined by state law.] 

Initial case adjudication is performed by claims examiners based on evidence provided by 
physicians who have examined the claimant, as well as employment and other records. For cases 
involving schedule awards, a district medical advisor performs the rating. Permanent total dis-
ability determinations must be based on not only the reports of the attending physician and other 
physicians who have examined the claimant, but also on the opinion of a district medical advisor. 

If the evidence provided by the treating physician is not sufficient, the claims examiner may 
request a “second opinion examination” by another physician. Each district office uses a com-
mercial medical examination service, chosen through competitive bidding, to provide second 
opinion examinations. 

If the second opinion differs from the treating physician’s, the claims examiner may order a 
third examination, called a “referee examination.” In this case, the physician is chosen from a 
directory of physicians maintained by the American Board of Medical Specialties. Consequently, 
most referee examiners are board certified, although this is not a requirement.  
                                                           

5 The schedule is in 5 U.S.C. §8107(c). 
6 5 U.S.C. §§ 8105 and 8106. 
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Claimants who are dissatisfied with the initial decision on their claim may appeal. They may 
request reconsideration by the district office within one year. Reconsideration determinations are 
made by senior claims examiners. 

The employee may also request either an oral hearing before a Branch of Hearings and Re-
view representative or a review of the written record (but not both), as long as the request is 
made within 30 days of the formal decision and a reconsideration has not already been requested. 
Claimants are allowed to submit new evidence when requesting an oral hearing or review of the 
written record. If the claimant requests a review of the written record, he or she will not be asked 
to attend or testify. At an oral hearing, the claimant can testify in person or through a designated 
representative. For either a hearing or review of the record, the hearing representative decides 
whether to affirm the initial decision, reverse the initial decision and administer benefits to the 
claimant, or remand the claim to the district office for a new decision. 

The final appeal option available to claimants is through the Employee’s Compensation Ap-
peals Board (ECAB). The ECAB was created within DOL, but outside of OWCP, to give federal 
employees the same administrative due process of law and appellate review that nongovernmen-
tal workers enjoy under workers compensation laws in most states. Each case on appeal is re-
viewed by three members of the ECAB. ECAB members are appointed by the Secretary of La-
bor. Regulations prohibit the claimant from submitting new evidence during this phase, but the 
ECAB is not limited by previous “finding of fact” by the district office or Branch of Hearings 
and Review and can, therefore, reevaluate the evidence and determine if the law was appropri-
ately applied. The ECAB represents the end of the appeal process; claimants may not obtain re-
view through a state or federal court system. 

 



 
 

 
 

Pr
ep

ub
lic

at
io

n 
C

op
y 

– 
U

nc
or

re
ct

ed
 P

ro
of

 
31

9 

TA
B

LE
 D

-1
 S

um
m

ar
y 

of
 th

e 
R

ol
e 

of
 M

ed
ic

al
 P

er
so

nn
el

 in
 S

el
ec

te
d 

D
is

ab
ili

ty
 B

en
ef

it 
Pr

og
ra

m
s 

M
ed

ic
al

 p
ro

fe
ss

io
na

ls
 

in
vo

lv
ed

 in
 m

ak
in

g 
in

iti
al

 
de

ci
si

on
s?

 

N
o.

 T
he

 d
ec

is
io

n 
is

 m
ad

e 
by

 a
 ra

tin
g 

ve
te

ra
ns

 se
rv

ic
e 

re
pr

es
en

ta
tiv

e.
 

Y
es

. T
he

 d
ec

is
io

n 
is

 m
ad

e 
jo

in
tly

 b
y 

m
ed

ic
al

 c
on

su
lt-

an
t a

nd
 c

la
im

s e
xa

m
in

er
. 

Y
es

. A
t l

ea
st

 o
ne

 m
em

be
r 

of
 th

e 
ph

ys
ic

al
 e

va
lu

at
io

n 
bo

ar
d 

is
 a

 p
hy

si
ci

an
, w

ho
 

al
so

 d
et

er
m

in
es

 th
e 

ra
tin

g.
 

N
o.

 T
he

 d
ec

is
io

n 
is

 m
ad

e 
by

 a
 le

ga
l a

dm
in

is
tra

tiv
e 

sp
ec

ia
lis

t. 

Y
es

, i
n 

ca
se

s i
nv

ol
vi

ng
 a

 
sc

he
du

le
 a

w
ar

d.
 T

he
n 

th
e 

ra
tin

g 
is

 d
et

er
m

in
ed

 b
y 

a 
di

st
ric

t m
ed

ic
al

 a
dv

is
er

, 
us

ua
lly

 a
 c

on
tra

ct
 p

hy
si

-
ci

an
. 

A
dj

ud
ic

at
or

 a
cc

es
s t

o 
m

ed
ic

al
 e

xp
er

tis
e?

 
N

o,
 a

lth
ou

gh
 th

e 
R

V
SR

 
m

ay
 re

fe
r t

he
 c

as
e 

ba
ck

 to
 

th
e 

C
&

P 
ex

am
in

er
 in

 V
H

A
 

fo
r f

ur
th

er
 in

fo
rm

at
io

n.
 

 

Y
es

. T
he

 m
ed

ic
al

 c
on

su
lt-

an
t d

ec
id

in
g 

a 
ca

se
 m

ay
 

co
ns

ul
t o

th
er

 m
ed

ic
al

 c
on

-
su

lta
nt

s. 

Y
es

. T
he

 m
ed

ic
al

 o
ff

ic
er

 
on

 th
e 

PE
B

 m
ay

 c
on

su
lt 

ot
he

r m
ed

ic
al

 o
ff

ic
er

s. 

N
o.

 
Y

es
. E

ac
h 

di
st

ric
t o

ff
ic

e 
ha

s a
 d

is
tri

ct
 m

ed
ic

al
 d

i-
re

ct
or

 a
nd

 o
ne

 o
r m

or
e 

di
st

ric
t m

ed
ic

al
 a

dv
is

er
s 

w
ith

 w
ho

m
 th

e 
cl

ai
m

s 
ex

am
in

er
 c

an
 c

on
su

lt.
 

A
re

 h
ea

lth
-c

ar
e 

pr
of

es
-

si
on

al
s i

nv
ol

ve
d 

in
 th

e 
ap

pe
al

 p
ro

ce
ss

? 

N
o,

 a
lth

ou
gh

 a
dm

in
is

tra
-

tiv
e 

la
w

 ju
dg

es
 m

ay
 re

-
m

an
d 

a 
ca

se
 to

 th
e 

fie
ld

 
of

fic
e 

fo
r d

ev
el

op
m

en
t o

f 
ad

di
tio

na
l m

ed
ic

al
 e

vi
-

de
nc

e.
 

N
o,

 a
lth

ou
gh

 a
dm

in
is

tra
-

tiv
e 

la
w

 ju
dg

es
 m

ay
 re

-
qu

es
t t

he
 p

re
se

nc
e 

of
 a

 
m

ed
ic

al
 e

xp
er

t a
t h

ea
rin

gs
. 

Y
es

, a
lth

ou
gh

 th
e 

se
rv

ic
es

 
di

ff
er

 so
m

ew
ha

t i
n 

th
ei

r 
ap

pr
oa

ch
 to

 a
pp

ea
ls

. 

N
o.

 A
pp

ea
l i

s t
o 

th
e 

M
er

it 
Sy

st
em

 P
ro

te
ct

io
n 

B
oa

rd
.  

N
o.

 

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
  

7  T
he

 te
rm

 “
tre

at
in

g 
ph

ys
ic

ia
n”

 m
ay

 in
cl

ud
e 

no
n-

ph
ys

ic
ia

n 
he

al
th

 c
ar

e 
pr

ac
tit

io
ne

rs
. 

 
V

A
 

SS
A

 
D

oD
 

C
SR

S,
 F

ER
S 

FE
C

A
 

Tr
ea

tin
g 

Ph
ys

ic
ia

n7  P
ro

-
vi

de
s M

ed
ic

al
 E

vi
de

nc
e?

 
Tr

ea
tin

g 
ph

ys
ic

ia
ns

 a
re

 a
 

so
ur

ce
 o

f e
vi

de
nc

e.
 

Tr
ea

tin
g 

ph
ys

ic
ia

ns
 a

re
 

us
ua

lly
 th

e 
m

ai
n 

so
ur

ce
 o

f 
ev

id
en

ce
. 

Tr
ea

tin
g 

ph
ys

ic
ia

ns
 a

re
 a

 
so

ur
ce

 o
f e

vi
de

nc
e.

 
Tr

ea
tin

g 
ph

ys
ic

ia
ns

 a
re

 
us

ua
lly

 th
e 

m
ai

n 
so

ur
ce

 o
f 

ev
id

en
ce

. 

Tr
ea

tin
g 

ph
ys

ic
ia

ns
 

ar
e 

us
ua

lly
 th

e 
m

ai
n 

so
ur

ce
 o

f 
ev

id
en

ce
. 

Sp
ec

ifi
c 

ex
am

in
at

io
n 

re
-

qu
ire

d?
 

G
en

er
al

ly
, y

es
. C

om
pe

ns
a-

tio
n 

an
d 

Pe
ns

io
n 

(C
&

P)
 

ex
am

in
at

io
n 

is
 re

qu
ire

d 
in

 
m

os
t c

as
es

. 

N
o,

 b
ut

 a
n 

ex
am

in
at

io
n 

m
ay

 b
e 

re
qu

ire
d 

if 
tre

at
in

g 
ph

ys
ic

ia
n 

re
co

rd
s a

re
 in

-
co

m
pl

et
e 

or
 in

co
ns

is
te

nt
. 

N
o.

 A
 m

ed
ic

al
 e

va
lu

at
io

n 
bo

ar
d 

re
vi

ew
s t

he
 a

pp
li-

ca
nt

’s
 m

ed
ic

al
 tr

ea
tm

en
t 

re
co

rd
s a

nd
 re

co
m

m
en

ds
 

w
he

th
er

 to
 re

fe
r t

he
 c

as
e 

to
 

a 
ph

ys
ic

al
 e

va
lu

at
io

n 
bo

ar
d.

 
 

N
o,

 b
ut

 in
 ra

re
 in

st
an

ce
s, 

O
PM

 m
ay

 re
qu

ire
 e

xa
m

i-
na

tio
n 

by
 a

n 
O

PM
-

de
si

gn
at

ed
 p

hy
si

ci
an

. 

N
o,

 
bu

t 
if 

th
e 

ev
id

en
ce

 
pr

ov
id

ed
 

by
 

th
e 

tre
at

in
g 

ph
ys

ic
ia

n 
is

 n
ot

 s
uf

fic
ie

nt
, 

th
e 

cl
ai

m
s 

ex
am

in
er

 m
ay

 
re

qu
es

t 
a 

“s
ec

on
d 

op
in

io
n 

ex
am

in
at

io
n.

” 

Ex
am

in
at

io
n 

re
qu

ire
d 

if 
tre

at
in

g 
ph

ys
ic

ia
n 

an
d 

ag
en

cy
 m

ed
ic

al
 e

xa
m

in
er

 
di

sa
gr

ee
? 

N
o.

 
N

o.
 

N
o.

 
N

o.
 

Y
es

. 
Ex

am
in

at
io

n 
is

 b
y 

a 
ph

ys
ic

ia
n 

se
le

ct
ed

 
fr

om
 

th
e 

A
m

er
ic

an
 

B
oa

rd
 

of
 

M
ed

ic
al

 S
pe

ci
al

tie
s 

di
re

c-
to

ry
. 



 



Prepublication Copy – Uncorrected Proof 
321 

E 
 

Diagram: Assessing Impairment and 
Functional Disability 

 
 
 
 
 
 
 
 
 
 
 

The purpose of this diagram is to illustrate a process for compensating veterans for 
impairment and functional limitations resulting from service-connected injury or disease. 
(It does not include compensation for loss of quality of life (QOL), because the 
methodology for determining loss of QOL remains to be determined based on a research 
and development effort.) 

In addition to distinguishing between the criteria appropriate for determining 
impairment severity, such as the New York Heart Association (NYHA) classification of 
cardiovascular limitations and failure and METS (metabolic equivalents of task) measure 
of congestive heart failure), and those appropriate for determining functional capacity, 
such as activities of daily living (ADLs) and instrumental activities of daily living 
(IADLs), the diagram shows how evaluation of disability could be connected directly to 
rehabilitation services. 
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