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Abstract: Promoting return migration to counties is a key approach to advancing urban—rural
integrated development. This paper investigates whether an improved hometown entrepreneurial
environment attracts labor back to counties, leveraging a quasi—natural experiment from China’s
hometown entrepreneurship pilot program. Using data from the China Household Finance Survey
(CHFS) and employing a difference—in—differences (DID) method, we compare the migrant and
return migrant populations from the same hukou county. The findings indicate that the pilot policy
increased the probability of migrants returning by 4.6 percentage points. Mechanism analysis
reveals that the policy significantly fostered industrial agglomeration and improved both public
services and the financing environment, thereby increasing the net returns to entrepreneurship.
Heterogeneity analysis shows that by enhancing the expected returns of starting a business back
home, the policy primarily attracted return migrants with an agricultural hukou, those above 40, and
individuals with a junior high school education or less. Furthermore, the policy’s impact extended
beyond the returnee group, boosting the entrepreneurship rates and business incomes of the local
non—migrant population as well. This study offers policy insights for achieving urban-rural
integration and coordinating new industrialization, new urbanization, and comprehensive rural
revitalization.
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