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Abstract: Under the frame of New—New Trade Theory, this paper introduces the restrictive effect
of rule of origin and two different technologies, studies the influence of rule of origin on firm’ s
technological upgrading under the FTA. It concludes that there exist two different paths for low
technological export firms developing into high technological export firms. The first path is to
achieve technological upgrading before export mode change. The second one is the former after the
latter. When firms are in different paths, the effects of ROO restriction are different. If the factor
market only has room for resource reallocation, stronger ROO restriction effect will benefit firm’ s
technological upgrading. Otherwise, weaker restriction effect will be beneficial. This paper
provides a new perspective to re—recognize firms utilizing the rule of origin under the FTA.
Keywords: Firm Heterogeneity, Free Trade Agreement, Rule of Origin, Technological
Upgrading
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