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City Size and Resident Welfare: Based on the Perspective
of Capability Theory

Sun Sanbai & Hong Junjie

Abstract: Under the assumption of homogeneous agents, the classical urban economics holds that the
relationship between city size and residents’ utility is “inverted U-shaped”, which leads to a series of
empirical studies on estimating the optimal city size from different perspectives, with significant
differences in their conclusions. This study estimates the optimal city size by using multidimensional
welfare indicators at the micro level, and finds that the relationship between city size and residents’ welfare
presents an “inverted-U” shape. At the same time, the city level heterogeneity analysis finds that the higher
the urban sprawl level, the smaller the optimal city size; the higher the diversification of urban industries,
the larger the optimal city size. The micro level heterogeneity analysis shows that the optimal city size of
individuals with higher education levels is larger, and migrants’ optimal city size is smaller than that of
non-migrants. It can be seen that in the process of urbanization, government should consider the
heterogeneity of cities and individuals, and formulate more reasonable policies targeted to specific cities
and individuals to optimize urban system and build a people-oriented social security system.
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