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Abstract

Equity shares are increasingly utilized by companies to retain talent
and align employee interests with organizational goals. Large-cap
stocks, due to their stability and growth potential, offer a unique context
for evaluating this retention strategy. Despite their widespread use, the
effectiveness of equity shares offerings in retaining employees at large-
cap companies remains underexplored. Understanding the impact of
such equity incentives on employee retention and the associated
financial metrics is crucial for optimizing retention strategies. This
study employs an Analysis of Variance (ANOVA) to examine the
impact of different equity share offerings on employee retention across
several large-cap firms. Data were collected from 100 companies, with
employee retention rates and equity share allocations analyzed over a
five-year period. ANOVA was used to assess whether variations in
equity share offerings significantly affect retention rates. The ANOVA
results indicate that equity share offerings have a statistically
significant impact on employee retention (F(3, 96) = 4.67, p < 0.01).
Companies offering higher equity shares showed an average retention
rate of 87%, compared to 73% for lower equity share offerings. The
findings suggest that more substantial equity incentives are associated
with improved employee retention.
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1. INTRODUCTION

Equity shares are a popular mechanism used by organizations
to enhance employee retention and align employee interests with
those of the company. Large-cap stocks, characterized by their
substantial market capitalization and stability, provide a valuable
context for assessing these retention strategies [1]. The practice of
offering equity shares has been widely adopted in various
industries, as it can potentially improve job satisfaction and
loyalty [2]. Research has indicated that well-structured equity
compensation plans can positively influence employee behavior
and organizational commitment [3]. Despite the potential
benefits, several challenges exist in the effective implementation
of equity share programs. One challenge is determining the
optimal level of equity to offer, as excessive or insufficient equity
may not yield the desired retention effects [4]. Another issue is
the complexity of valuing equity compensation and its impact on
employee perception and motivation [5]. Additionally, fluctuating
stock prices can influence the perceived value of the equity
offered, affecting employee satisfaction and retention [6].
Furthermore, companies must balance the cost of equity
compensation with other compensation strategies [7]. The core
problem is the lack of empirical evidence on how different levels
of equity share offerings affect employee retention specifically
within large-cap companies. Moreover, there is insufficient data
on the financial implications and effectiveness of these programs
[9]. Addressing this gap is crucial for optimizing equity
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compensation strategies to enhance retention [10]. This study
aims to evaluate the impact of varying levels of equity share
offerings on employee retention in large-cap companies. The
objectives include quantifying the relationship between equity
share size and retention rates and identifying effective strategies
for maximizing retention through equity compensation. This
research provides novel insights into the effectiveness of equity
share offerings within the large-cap sector, using robust statistical
methods to analyze the impact. By addressing the gap in existing
literature and providing actionable data, this study contributes to
more informed decision-making in equity compensation
strategies.

2. LITERATURE SURVEY

Recent literature highlights the significant role of equity
compensation in employee retention and organizational
performance. Studies have consistently shown that equity shares
align employee interests with those of the company, leading to
increased job satisfaction and loyalty [1]. Research by
emphasized that equity compensation can effectively reduce
turnover rates, particularly when structured with clear
performance metrics [2]. Additionally, the work that larger equity
allocations tend to correlate with higher retention rates,
suggesting that employees value substantial equity stakes [3].
However, challenges in equity compensation strategies are also
well-documented. According to [4] overemphasis on equity
compensation can lead to disparities among employees,
potentially impacting morale and motivation. Furthermore, [5]
pointed out that fluctuating stock market conditions can
undermine the effectiveness of equity shares, as employees may
perceive reduced value in their compensation. The complexity of
valuing equity compensation and its implications for employee
perception has been addressed [6], suggested the need for
comprehensive valuation methods to ensure fair compensation.
The gap in empirical evidence, particularly within large-cap
firms, is evident. Most studies have focused on small to mid-sized
companies, leaving a need for research on how these strategies
impact larger organizations [7]. This study aims to fill this gap by
providing data-driven insights into the effectiveness of equity
share offerings in large-cap firms, contributing to the
development of optimized retention strategies. Existing studies
have primarily focused on small to mid-sized firms, leaving a gap
in understanding how these strategies translate to larger
organizations with more complex compensation structures [8].

3. RESEARCH METHOD

The methodology for this study involves a comprehensive
analysis of equity share offerings and their impact on employee
retention in large-cap companies. Data were collected from a
sample of 100 large-cap firms, focusing on their equity
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compensation practices and corresponding employee retention
rates over a five-year period. To evaluate the effect of different
levels of equity shares on retention, the study utilized Analysis of
Variance (ANOVA), a statistical method that assesses differences
between group means and determines whether observed
variations are statistically significant. Companies were
categorized into four groups based on the size of their equity share
offerings: low, moderate, high, and very high. Retention rates
were calculated for each group, and ANOVA was performed to
compare these rates across the different levels of equity
compensation. The analysis aimed to identify significant
differences in retention rates and determine the impact of equity
share levels on employee retention. By employing this robust
statistical approach, the study provides insights into the
effectiveness of various equity share strategies in enhancing
employee retention in large-cap firms.

3.1 OBJECTIVES

1. To assess the impact of different levels of equity share
offerings on employee retention rates in large-cap
companies.

2. To identify the threshold of equity share allocation that
maximizes employee retention.

3. To analyze the relationship between equity share
offerings and employee satisfaction within large-cap
firms.

3.2 HYPOTHESES

1. H1: There is a significant difference in employee retention
rates between large-cap companies that offer low,
moderate, high, and very high levels of equity shares.

This hypothesis tests whether varying levels of equity shares
lead to statistically significant differences in employee retention
rates.

2. H2: Companies offering high and very high levels of
equity shares will have higher employee retention rates
compared to those offering low and moderate levels of
equity shares.

This hypothesis aims to determine if higher equity share
allocations are associated with improved retention rates,
indicating that there may be a threshold effect.

3. H3: Employee satisfaction is positively correlated with the
level of equity shares offered by large-cap companies.

This hypothesis examines the relationship between equity
share offerings and employee satisfaction, suggesting that higher
equity stakes contribute to greater employee contentment.

4. DATA COLLECTION

4.1 SAMPLE SELECTION

A total of 100 large-cap companies were selected for this
study. The selection criteria included companies with a market
capitalization exceeding $10 billion, operating across various
industries to ensure a representative sample.
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4.2 DATA SOURCES

Data were gathered from publicly available financial reports,
company filings, and compensation disclosures. Additional
information was sourced from company surveys and human
resources departments.

4.3 VARIABLES COLLECTED

» Equity Share Levels: Classified into four categories based
on the percentage of equity allocated to employees: Low
(<1%), Moderate (1-3%), High (3-5%), Very High (>5%).

» Employee Retention Rates: Calculated as the percentage
of employees retained over a five-year period.

« Employee Satisfaction Scores: Collected from employee
satisfaction surveys, scored on a scale from 1 to 10.

4.4 DATA COLLECTION PERIOD

The data covered a period of five years, from 2019 to 2024, to
account for long-term effects of equity share offerings on
retention and satisfaction.

Table.1. Equity Share Offerings

Company 1o|Fa4y Sere Ealy v
1 Low 0.5
2 Moderate 2.0
3 High 4.0
4 Very High 6.0
100 Moderate 25

Table.2. Employee Retention Rates

Company ID|Equity Share Level|Retention Rate (%0)
1 Low 70%
2 Moderate 75%
3 High 85%
4 Very High 90%
100 Moderate 7%

Table.3. Employee Satisfaction Scores

Company ID|Equity Share Level|Satisfaction Score (1-10)
1 Low 6
2 Moderate 7
3 High 8
4 Very High 9
100 Moderate 7

The Table.1-Table.3 present a simplified overview of the data
collected for the study, including the equity share levels,
employee retention rates, and employee satisfaction scores.
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4.5 ANALYSIS OF VARIANCE (ANOVA) ON H1

Companies were classified into four groups based on their
equity share levels: Low, Moderate, High, and Very High. The
retention rates for each group were collected and summarized.
ANOVA was conducted to determine if there are statistically
significant differences in retention rates across the four equity
share groups.

Table.4. Descriptive Statistics

Equity Number of Mean Standard
. Retention Rate .
Share Level | Companies (%) Deviation (%)
Low 25 2% 5.4%
Moderate 25 7% 4.9%
High 25 85% 3.7%
Very High 25 90% 3.1%
Table.5. ANOVA Results
Source of| Sum of | Degrees of Mean F- p-
Variation|Squares|Freedom (df)|Square (MS)|Value|Value
oonween | 12000 3 4000 | 8.67 |<0.01
roups
Within | 4600.0 9 47.92
Groups
Total 5800.0 99

The ANOVA results indicate a significant difference in
employee retention rates across the different levels of equity share
offerings (F(3, 96) = 8.67, p < 0.01). This supports the hypothesis
that varying levels of equity shares have a significant impact on
employee retention rates in large-cap companies. The higher
retention rates observed in companies offering higher equity
shares suggest that more substantial equity incentives are
associated with improved retention.

4.6 ANALYSIS OF VARIANCE (ANOVA) ON H2

For this analysis, companies were grouped into two
categories: Includes companies offering high and very high levels
of equity shares and includes companies offering low and
moderate levels of equity shares. Retention rates were
summarized for both groups. ANOVA was conducted to compare
the mean retention rates between the High Equity Group and the
Low-Medium Equity Group.

Table.6. Descriptive Statistics

Equity Share|Number of Mean Standard

Group  |Companies|Retention Rate (%0)|Deviation (%)
High Equity 50 87.5% 3.4%
Low-Medium| g 74.5% 5.1%
Equity

1984

Table.7. ANOVA Results

Source of| Sum of | Degrees of Mean F- p-
Variation|Squares|Freedom (df)|Square (MS)|Value| Value
Between | 17500 1 1750.0

Groups

Within 4160.0 98 21.30<0.001
Groups 42.43

Total 5910.0 99

The ANOVA results show a significant difference in
employee retention rates between the High Equity Group and the
Low-Medium Equity Group (F(1, 98) = 21.30, p < 0.001). This
supports the hypothesis that companies offering high and very
high levels of equity shares have significantly higher employee
retention rates compared to those offering low and moderate
levels of equity shares. This indicates that more substantial equity
incentives are associated with improved employee retention.

4.7 ANALYSIS OF VARIANCE (ANOVA) ON H3

Companies were categorized into four groups based on their
equity share offerings:

* Low Equity Group

» Moderate Equity Group

 High Equity Group

* Very High Equity Group

Employee satisfaction scores were collected for each group.

ANOVA was conducted to compare the mean satisfaction scores
across the four equity share groups.

Table.8. Descriptive Statistics

Equity Number of Mean Standard
Share Level| Companies Satisfaction Deviation
Score (1-10) (SD)
Low 25 6.2 1.1
Moderate 25 7.0 0.9
High 25 8.1 1.0
Very High 25 9.0 0.8
Table.9. ANOVA Results
Source of| Sum of | Degrees of Mean F- p-
Variation|Squares|Freedom (df)|Square (MS)|Value| Value
Beween | 54,0 3 68.0
Groups
Within 2350 96 28.27|<0.001
Groups 2.45
Total 439.0 99

The ANOVA results show a significant difference in
employee satisfaction scores among the different levels of equity
shares (F(3, 96) = 28.27, p < 0.001). This supports the hypothesis
that employee satisfaction is positively correlated with the level
of equity shares offered. Companies providing higher levels of
equity shares tend to have higher employee satisfaction scores,
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indicating that more substantial equity incentives contribute to
greater employee contentment.

5. INFERENCES

5.1 SIGNIFICANT DIFFERENCES IN RETENTION
RATES

The ANOVA analysis indicates that there are significant
differences in employee retention rates across various levels of
equity share offerings. Specifically, companies that offer higher
levels of equity shares (High and Very High) demonstrate notably
higher retention rates compared to those that offer lower levels
(Low and Moderate). This finding suggests that equity share
offerings have a substantial impact on employee retention, with
more generous equity compensation leading to improved
retention outcomes.

5.1.1 Key Observations:

» Companies in the High and Very High equity share
categories show significantly higher retention rates (85%
and 90%, respectively) compared to those in the Low and
Moderate categories (72% and 77%, respectively). This
trend indicates that employees are more likely to stay with
companies that offer substantial equity shares. The ANOVA
results yield an F-value of 8.67 (p < 0.01), confirming that
the differences in retention rates between equity share levels
are statistically significant. This reinforces the reliability of
the observed differences and suggests that the impact of
equity shares on retention is not due to random chance.

IMPACT OF EQUITY SHARE LEVELS ON
EMPLOYEE RETENTION

5.2

The analysis highlights a clear relationship between the level
of equity shares offered and employee retention rates. Companies
providing higher equity shares appear to have a competitive
advantage in retaining their employees.

5.2.1 Key Inferences:

» There seems to be a threshold effect where moving from
lower equity share levels to higher levels results in
significant improvements in retention rates. This suggests
that while any equity offering may have a positive impact,
substantial increases in equity shares can lead to marked
improvements in employee retention. For companies aiming
to enhance employee retention, increasing equity share
allocations could be an effective strategy. The positive
correlation between higher equity shares and improved
retention rates underscores the potential of equity
compensation as a strategic tool for employee engagement
and loyalty.

While higher equity shares are associated with better
retention, companies must weigh the costs of such
compensation against the benefits. The improved retention
rates may justify the investment in higher equity allocations,
especially if it leads to lower turnover costs and greater
overall organizational stability.

Thus, the data supports the conclusion that higher equity share
levels contribute significantly to improved employee retention,
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providing a compelling case for companies to consider more
substantial equity compensation as part of their employee
retention strategies.

6. CONCLUSION

The analysis of employee retention rates across varying levels
of equity share offerings reveals significant insights into the
effectiveness of equity compensation as a retention strategy. The
ANOVA results demonstrate that companies offering higher
levels of equity shares—classified as High and Very High—
experience notably higher employee retention rates compared to
those offering Low and Moderate levels. Specifically, companies
in the High and Very High equity share categories have retention
rates of 85% and 90%, respectively, while those in the Low and
Moderate categories have retention rates of 72% and 77%. The
statistical significance of these differences (F(3, 96) = 8.67, p <
0.01) underscores the impact of equity shares on retention,
indicating that more substantial equity compensation leads to
improved employee loyalty. These findings suggest that
increasing equity share offerings can effectively enhance
employee retention, providing a strategic advantage for large-cap
companies. However, companies should balance the benefits of
higher equity compensation with its associated costs. Thus,
adopting a more generous equity share program could be a key
strategy for improving employee retention and fostering long-
term organizational stability.
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