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		Abstract

		This paper considers the question of whether raising capital is an important reason why firms go public.  Using a sample of 16,958 initial public offerings from 38 countries between 1990 and 2003, we consider differences between firms that sell new, primary shares to the public, and existing secondary shares that previously belonged to insiders.  Our results suggest that the sale of primary shares is correlated with a number of factors associated with the firm's demand for capital.  In particular, issuance of primary shares is correlated with higher increases of investment, higher repayment of debt and increases in cash, and more subsequent capital-raising through seasoned equity offers.  Since 79% of all capital raised through IPOs in our sample is from the sale of primary shares, we conclude that capital-raising is an important motive in the going-public decision. 
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