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		Abstract

		Everyone knows that shares receive dividends because they are entitled to the residual returns of a public corporation. Everyone is wrong.  Basic principles of market competition, applied to the actual law of corporations, sharply contradict the conventional wisdom.  First, shareholders are not residual claimants in any legal or economic sense so long as the corporation remains in existence.  Second, standard economic theory implies that shareholders should receive dividends only under non-competitive conditions, and not often even then.      

Instead, shareholder returns depend on shareholder power-more the soft power of ideology than the hard power of law and the legally structured market-at least as much as on underlying business success.  If current trends continue, we can expect the shareholder share of corporate returns to diminish, as managers find shareholder-centered ideologies less congenial.  Moreover, because the struggle is largely over rents, if the current results are unattractive, we can change the rules, modify the power of the various players, or seek to persuade them to accept different views of their ethical rights and obligations. 
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