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ABSTRACT

After the signing of the Economic Cooperation Framework Agreement (ECFA), the ceramic industry, traditionally small scale, faces

an even bleaker future. A questionnaire to proprietors of ceramic businesses in Yingge reveal that firms in this industry are eager to

be financed through the assistance of the government. Therefore, this research applies percentage analysis, ABC analysis, and factor

analysis to questionnaires to explore and analyze the determinants of financing and the difficulties the firms encountered as seeking

financing. I further identify whether these factors vary with firms’ characteristics of Yingge ceramic industry, such as the firms’

business styles, capitalization, gross rate of profits, and debt ratios. The conclusions of this research are as follows. 1. Sources of

short-term financing: regardless of the firms’ characteristics, firms in this industry use internal funds first and seek bank financing

second. 2. Sources of mid- to long-term financing: For companies with capital of more than NT$31,000,000, gross margin of higher

than 6%, and debt ratio of lower than 20%, they use internal funds first and seek bank financing second. Besides, other companies

seek bank financing first. 3. The following factors are concerned as Ceramic firms in the Yingge area are making a financing

decision. (1) Operational risks and profitability. (2) Capital structure. (3) Entrepreneurship. 4. Difficulties that ceramic businesses in

the Yingge area faced: (1) Regardless of company characteristics, the main difficulties included strict bank rules and high interest

rates. They were followed by a shortage of collaterals and guarantors. Companies with gross margin lower than 5% face difficulties

for their earnings stability and poor financial ratios. Companies with debt ratios of more than 40% had depression as their first

difficulty. (2) Factor analysis. Factor one: restrictions on business financing, factor two: business prospects, factor three: financing

laws, factor four: internal business risk, and factor five: cost of financing. 5. Ceramic businesses in the Yingge area need help from the

government to get funds with lower interest rate and generate enough funds needed, especially to their special needs.
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