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Returning Laborers’ Entrepreneurship and County-Level Industrial
Structure Upgrading: Theoretical Insights and Empirical Evidence

WEIBinhui LUO Mingzhong ZENG Chunying

Abstract: The return of skilled laborers, possessing accumulated capital and expertise, to their hometowns for entrepreneurship
provides important historic opportunities for facilitating the transformation and upgrading of industrial structures at the county level.
Utilizing the framework of unbalanced growth theory, this paper employs the Staggered Difference-in-Differences method, which is
substantiated by theoretical analysis and mathematical deductions, to investigate the impact of laborers’ returning to hometowns for
entrepreneurship on county-level industrial structure upgrading. The dataset comprises a panel of 1921 counties spanning the years
2008 to 2020, with the pilot policy of encouraging laborers returning to hometowns for entrepreneurship serving as a quasi-natural
experiment. The findings indicate that the policy substantially contributes to the evolution and upgrading of county-level industrial
structures. Notably, the positive impact is more pronounced in central and western regions, especially within provinces that are
significant exporters of labor. The reliability of these results is corroborated through robustness tests that include parallel trend tests,
placebo tests, and controls for spillover effects. Delving into the underlying mechanisms, the study reveals that retuming laborers
foster industrial upgrading not only by stimulating technological innovation on the supply side but also by elevating consumption
demand on the demand side. In additional, regions with more developed financial services exhibit a stronger association between
returning labor entrepreneurship and industrial upgrading. Consequently, it is imperative to enhance the support system for individuals
returning to their hometowns for entrepreneurship, emphasize consumption and innovation, and establish a synergistic institutional
framework integrating financial services, thereby fortifying the momentum for county-level industrial structure upgrading.

Keywords: Industrial Structure Upgrading; Returning to Hometowns for Entrepreneurship; Consumption Demand; Technological

Innovation; County Level
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