122 OLD AGE INCOME ASSURANCE—PART IV

What losses are suffered by plan members whose protection is not
continued? Detailed information on the disposition of a significant
number of terminated plans’ assets is, unfortunately, not available.
Two studies (both by the author) have attempted to overcome this
lack of data by calculating the assets per both retired and active mem-
bers at termination, and then making a judgment as to whether the
assets were suflicient to meet the plan’s obligations. Both studies con-
cluded that some terminated plans were unable to meet their accrued
obligations.?

An indication of a termination’s consequences can be gained from
the widely publicized 1964 Studebaker experience. According to a
United Automobile Workers spokesman, approximately 7,600 Stude-
baker employees had retired or were eligible for either a retirement
or vested benefit when the plan was terminated. About 3,600 were
retived or were eligible for retirement and they received their full
pension rights; the remaining 4,000 employees received only 15 per-
cent of their accrued pension benefits. More than half the 7,600 em-
ployees were then deprived of most of their accrued rights. If the
2,900 employees on Studebaker seniority rolls are included in arriving
at an estimated universe of workers having an equity in the fund, then
about two-thirds of all Studebaker employees were deprived of most
of their expected benefits.?®

Whether so many prospective beneficiaries lost such a high propor-
tion of expected benefits in other terminations remains open for fur-
ther research, It is significant, however, that the Studebaker pension
plan had been in existence for 14 years.* Moreover, the automobile
workers’ union has been extremely awave of the need for funding.
Many pension plans are terminated long before 14 years and the mem-
bers of very few plans would have received the able representation
characteristic of the automobile workers’ union. It seems likely, there-
fore, that many of the other terminated plans were not so well-funded
as the Studebaker plan.

CoxCLUSIONS

Despite the lack of detailed information, some conclusions seem
warranted. Relatively few plans—covering relatively fewer workers—
have been terminated. Probably a very small proportion of covered
workers—perhaps no more than a few percent—have been affected.
Most members of terminated plans have probably lost some benefits.
Only fragmentary information exists as to the actual losses from
terminations as a result of the failure of successor plans to grant full
credit for the newly acquired member’s past service. While more in-
formation is available on the consequences of complete terminations,
it would be premature to generalize. However, if the Studebaker losses
are typical of those of other complete terminations, then the members
of terminated plans suffer substantial losses.

Barring a serious recession, it does not seem likely that the number
of terminations will rise significantly in the future. There may be
some small increase as pension plans spread. Only the financially stable
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