
 
 

Why do some employees hold large amounts of shares in their employer? 

Andrew Pendleton (Durham University Business School) and Andrew Robinson (Leeds University 

Business School) 

This question is addressed in a recent article ‘Lack of diversification among employee stock owners: 

an empirical evaluation of behavioural explanations’ by Andrew Pendleton and Andrew Robinson 

published in the US academic journal Human Resource Management (DOI: 10.1002/hrm.21892). 

Employee share ownership is widely viewed as a good HR practice because it enables employees to 

share in their company’s success and to accumulate wealth.  There is also widespread evidence that 

it is good for companies because it aligns employee interests with those of the company and its 

shareholders.  Research evidence shows that broad-based employee share ownership is associated 

with enhanced company productivity.    

But can there be too much of a good thing?  If employees put large proportions of their savings and 

wealth into one asset, they are exposed to the risk that this asset declines in value.  And in the 

specific case of employee share ownership, employee shareholders lose both their jobs and their 

wealth if the company goes bankrupt.   

This new paper examines the extent of large holdings of employer shares, and evaluates the reasons 

for it.  Data was collected from a survey of participants in the UK Save As You Earn share plan 

conducted in 2015 in collaboration with YBS Share Plans, part of Yorkshire Building Society.   The 

analysis focused on a sub-set of the sample who had experienced at least one opportunity to acquire 

shares (their SAYE scheme had matured). 

22 per cent hold 50 per cent or more of their savings (by value) in company shares.  10 per cent hold 

75 per cent or more of their savings in company shares.  The average value of these holdings was 

just over £18,000.  19 per cent of these groups are not members of their company pension scheme, 

and 14-15 per cent had no pension provision at all at the time of the survey. 

There are no clear differences between men and women, or between different age groups, in the 

likelihood of holding large proportions of company shares.   Nor are there differences between high 

and low earners.   

Factors associated with holding large proportions of company shares are 

 A greater sense of familiarity of the company.  Behavioural research has shown that people 

are more likely to invest in the familiar.  This is not about having superior information, it is 

about the positive feelings that are evoked by things that are felt to be known well. 

 A sense of obligation to the company, in part arising from appreciation that the company 

has provided the share ownership scheme. 

 Inertia.  Those who review their savings less frequently or never are more likely to have large 

proportions of company shares. 

 A belief that owning company shares is less risky than holding a diversified portfolio of 

assets.  

Overall, the study shows the importance of sentiment and inaction rather than rational investment 

calculation.   



 
 
The challenge for practice is how to modify employee behaviour to reduce risk exposure whilst not 

sacrificing positive sentiments such as reciprocity.  Workplace financial education may be the way to 

do this. 

 


