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What are the economic 
benefits of owning 
shares in a family 

business?



Family Shareholder Returns
There are only two forms of economic benefit for family shareholders
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Tradeoffs in Dividend Policy
Current returns and growth in value are inversely related
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“It’s great to be 
rich.

It would be even 
better to have 

money.”

A common 
family 

shareholder 
sentiment
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Family Culture

What does the business 
mean to the family?

Business Needs

How do returns on available 
projects compare to the  

hurdle rate?

Dividend Policy

Magnitude, frequency, and 
form of interim distributions to 

family shareholders



Four Potential Answers
What Does the Family Business Mean to the Family?
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Growth Engine for Future Generations
What Does the Family Business Mean to the Family?
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Store of Value
What Does the Family Business Mean to the Family?
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Source of Wealth Accumulation
What Does the Family Business Mean to the Family?
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Source of Lifestyle
What Does the Family Business Mean to the Family?
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Bringing It All Together
Integrating Family Culture and Business Needs to Craft a Sustainable Dividend Policy 

• We will distribute $X per year and reinvest what’s left over

• We will reinvest $X per year and distribute what’s left over

• We will distribute X% of earnings each year

• We will provide a distribution yield of X% on the value of shares 
before / after discounting

• We will pay X% of our total distribution as a pro rata dividend, and 
use the rest to fund share redemptions

• We will reinvest all earnings in the business

• Or, something else…
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