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Abstract

This paper explores the role of return migration in fostering innovation within
India’s high-tech startup sector, particularly emphasizing the contributions of re-
turnee entrepreneurs. Leveraging a novel dataset comprising firm profiles, founder
education and work experience, and patent filings, the study provides empirical
evidence on the innovative capacity of startups led by returnees compared to those
founded by local entrepreneurs. Grounded in theoretical frameworks from Khanna
and Morales (2023), the research extends the analysis by examining the channels
through which returnees enhance innovation—direct knowledge transfer, network
capital, and spillover effects. The findings highlight that returnee-led startups ex-
hibit significantly higher innovation rates, as measured by patent filings, than their
local counterparts, underscoring the critical role of global experience and networks
in driving technological advancements in emerging markets. This study contributes
to the literature on brain gain by demonstrating how return migration can catalyze
economic transformation through enhanced entrepreneurial activity.
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1 Introduction

Migration has traditionally been viewed as a brain drain, especially in developing economies.
However, the recent return migration of highly skilled individuals is reshaping this narra-
tive into one of brain circulation and gain. This paper investigates the impact of return
migration on innovation in India’s tech startup sector, focusing on the contributions of
returnee entrepreneurs who bring back knowledge, skills, and international networks.
Building on Khanna and Morales (2023), the study examines how the returnees’ global
experience influences their entrepreneurial success, emphasizing their role as drivers of
innovation in an evolving economic landscape (Wadhwa et al., 2009).

2 Theoretical Framework

The research draws on the theoretical context provided by Khanna and Morales, who
highlight the impact of immigration policy on the mobility of skilled labor and the un-
intended consequences for innovation in home countries. This study extends their model
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by integrating the unique contributions of returnees, focusing on three primary channels:
direct knowledge acquisition, the formation of network capital, and knowledge spillovers.
Returnees enhance the innovative output of their startups through advanced technical
knowledge, access to exclusive international networks, and the dissemination of expertise
that benefits local firms (Khanna & Morales, 2023; Saxenian, 2006; Agrawal et al., 2011).

3 Methodology

Utilizing a dataset that links startups’ profiles, founders’ educational backgrounds, and
patent activities, this paper employs econometric techniques to compare innovation out-
comes between returnee-led and locally founded startups. The analysis categorizes star-
tups into three groups—Ilocal, mixed, and returnee-only—and examines the differential
impact of return migration on innovation performance. Propensity score matching and
coarsened exact matching methods are used to address selection bias, ensuring robust
comparisons across groups (Rosenbaum & Rubin, 1983).

4 Results

The findings reveal that returnee-led startups significantly outperform their local counter-
parts in terms of patent filings, indicating a higher propensity for innovation. Returnees’
advanced education and international exposure are critical factors driving this difference.
Moreover, the data show that returnees contribute not only to high-tech sectors but also
bring innovation to traditionally less dynamic industries, suggesting a broad and transfor-
mative impact on the entrepreneurial ecosystem. The analysis identifies that returnees’
foreign networks and exposure to global best practices play a pivotal role in enhancing
their firms’ innovative capacities (Tripathi & Ojha, 2021; Li et al., 2012).

5 Discussion

This paper contributes to the literature on brain gain by illustrating how return migra-
tion fosters innovation in the home country, specifically in the context of India’s high-tech
sector. The results support the view that returnees act as agents of knowledge transfer,
leveraging their global experiences and networks to enhance local innovation (Kerr, 2008).
The study highlights the importance of supporting policies that can amplify the impact
of return migration, such as entrepreneurship promotion programs and innovation clus-
ters that facilitate the integration of returnees into the domestic ecosystem (Shane &
Venkataraman, 2000).

6 Conclusion

This paper highlights the importance of returnee entrepreneurs in boosting innovation
within India’s tech startup sector, demonstrating that return migration is a powerful
mechanism for brain gain. The study contributes to the broader literature on the eco-
nomic impact of migration, illustrating how returnees act as conduits of knowledge trans-
fer and catalysts for innovation, ultimately shaping the growth trajectories of emerging
economies. The findings underscore the need for supportive policies that facilitate the
integration of returnees into local entrepreneurial ecosystems, maximizing their potential



to drive economic transformation (Khanna & Morales, 2023; Saxenian, 2006; Wadhwa et
al., 2009).

References

References

Agrawal, A., Kapur, D., McHale, J., & Oettl, A. (2011). Brain drain or brain bank? The
impact of skilled emigration on poor-country innovation. Journal of Urban Economics,

69(1), 43-55.

Khanna, T., & Morales, A. (2023). Migration, Innovation, and Economic Dynamics:
Insights from India’s IT Sector. Journal of International Economics, 112, 1-15.

Kerr, W. R. (2008). Ethnic scientific communities and international technology diffusion.
The Review of Economics and Statistics, 90(3), 518-537.

Li, J., Zhang, Y., & Li, X. (2012). Returnee entrepreneurs: Bridging institutional gaps
in emerging economies. Academy of Management Journal, 55(3), 617-638.

Rosenbaum, P. R., & Rubin, D. B. (1983). The central role of the propensity score in
observational studies for causal effects. Biometrika, 70(1), 41-55.

Saxenian, A. (2006). The New Argonauts: Regional Advantage in a Global Economy.
Harvard University Press.

Shane, S., & Venkataraman, S. (2000). The promise of entrepreneurship as a field of
research. Academy of Management Review, 25(1), 217-226.

Tripathi, V., & Ojha, P. (2021). Return Migration and Innovation: The Role of Networks
in the Indian I'T Sector. Economic and Political Weekly, 56(3), 45-53.

Wadhwa, V., Jain, S., Saxenian, A. L., Gereffi, G., & Wang, H. (2009). The Grass
is Indeed Greener in India and China for Returnee Entrepreneurs: America’s New
Immigrant Entrepreneurs. Ewing Marion Kauffman Foundation.



