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The Effect of the Abolition of Detention
and Repatriation System:
An Empirical Test to the Optimum Town Theory
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(South China Normal University)

Abstract This paper considers the abolition of the Detention and Repatriation System
(DRS) as a “natural experiment” for testing the optimum town theory. A series of methods
such as Difference in Difference (DID) -Treatment and DID-PSM are used to overcome
sample selection biases. Based on the logistics that the abolition has an impact on the actual
scale of the cities rather than on the optimum scale of cities, we show that the abolition of the
DRS drives city sizes toward their optimum, which also improves per capita income. The
result has passed the conventional robustness checks such as parallel hypothesis and several
placebo tests. This paper provides an evidence for the optimum town theory.
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