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Strategic Response of Rejected Firms: Evidence from the US
Import Refusals against Chinese Shipments

Abstract : Border rejections would be an especially important issue for the

firms based in developing countries that are about to export their
products to the markets in advanced economies whose regulatory
requirements tend to be more stringent. In fact, each year,
thousands of shipments, mostly from developing countries, are
refused entry to the US market by the Food and Drug
Administration (FDA). This paper analyzes the effects of the US
import refusals on Chinese firms’ exports. We combine the matched
data set of Chinese firm-level exports with the US import refusal
data. Our results show that firms’ own past rejections have a
negative effect on the extensive margins, while firms who can pay
for the compliance cost may enjoy a positive effect on their intensive
margins.
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