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With continuing economic development, population growth and urban 
expansion, China is rapidly emerging as leader in the global economy. Much of this 
success can be attributed to the hukou system; China’s structure of household 
registration which categorizes citizens as either rural or urban dwellers. In recent years, 
although some restrictions have appeared to loosen, the role of the hukou has evolved 
into a system of social and economic deprivation. Chinese cities develop on the backs of 
a steady stream of migrant laborers who are subsequently denied access to urban 
schools, state benefits, and economic opportunity. The hukou system has had 
unexpected impacts on patterns urban development, which can especially be seen in the 
city of Shenzhen. As urban areas experience unprecedented growth, they rapidly 
expand. Villages and villagers traditionally classified as “rural” that stand in the path of 
this sprawling expansion are engulfed by the new urban centers. The result of this 
unique occurrence is the rise of what are referred to as chengzhongcun, or “villages in 
the city”. In Shenzhen, these urban villages have played an important role in urban 
development in serving primarily as hubs of affordable housing for rural migrants. This 
paper examines the shifting roles of the hukou system and considers its specific impacts 
on Shenzhen.  
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China’s Invisible Walls                 Kara McFadden 
 

Among today’s developing economies, China’s 
performance in the areas of economic growth, 
industrialization, and urbanization has been truly 
exceptional.  Through the practice of tight central control, 
state-led industrialization and urbanization, an evolving 
mixture of state and market policies, and export 
promotion, China has surpassed all expectations. 
 Especially in the last 20 years, China has grown at 
astounding rates in excess of eight percent of GDP 
annually.[1]  However, despite its stellar performance, 
China has not been able to avoid the problems that come 
with rapid industrialization and urbanization which 
universally plague today’s developing countries: pollution, 
natural resource depletion, and unmet demand for 
transportation and housing, just to name a few.  But what 
about the problem of inequality?  At first glance, it would 
appear that China has somehow avoided it: China’s 
booming cities seem to have developed without the 
overwhelming street poverty and slums that are so 
characteristic of other large cities in developing countries, 
like the pervasive favelas of Rio de Janeiro which have 
caused wealthy residents to erect physical walls in fear. 
 But upon further examination, China does have 
inequality, slums, and even walls; they simply take 
different, more covert forms.  Slums take the form of 
“former villages…that have been gobbled up by the 
expanding city. Other slums are decrepit neighborhoods of 
old urban housing known as ‘shanty areas’.”[2]  And 
China’s walls are not physical but rather take the form of 
the social and legal barriers of the hukou system, which 
restricts internal migration and determines a citizen’s 
social and economic class by assigning labels of 
“agricultural” or “non-agricultural.”  Although the 
restrictions of the hukou system have loosened gradually 
in recent years, a citizen’s hukou status still creates very 
real divisions through the mechanisms of job and wage 
attainment, educational attainment, and social exclusion. 

 

 
Figure 1: A Household registration document 

The hukou, or household registration, system was 
established under Mao Zedong, first in urban areas in 
1951, and then in rural areas in 1955.  Originally, the 
hukou system functioned merely as a system of population 
monitoring.[3]  It was not until 1958 that the system’s use 
evolved to one of social control.  The central government, 
aspiring to the Soviet industrialization-led development 
model, needed a way to accelerate urban industrialization 
at the expense of rural areas: an “institutional arrangement 
to drain its vast countryside of agricultural goods and to 
concentrate its economic resources in limited urban areas 
to foster rapid industrialization.”[4]  To maintain this 
extractive and unequal development model, this 
“institutional arrangement” would have to somehow bring 
to a halt the inevitable mass exodus of rural laborers that 
had already begun to become a serious burden on cities. 
 Hence, the hukou system as we know it today was born.  

 

 
Figure 2: Rural workers in Yangshuo China	  
 

The system functions by assigning citizens a dual 
hukou status, including a hukou suozaidi (“place”, “urban” 
vs. “rural”) and a hukou leibie (“status”, “agricultural” vs. 
“non-agricultural”).  Hukou status is birth-subscribed: 
until 1998, it was inherited from one’s mother, while 
today it can be inherited from either parent.[5]  While the 
system never completely controlled migration, it did 
create serious obstacles to geographical and social 
mobility.  Especially in the pre-reform period, when the 
state monopolized the distribution of goods, “it was hard 
for people to survive outside their hukou registration place 
without proper documents.  Their daily lives were tightly 
bound to the work units (danwei) and watched by the 
police and the residential organizations.”[6]  Over time, 
and especially since the 1980s, the restrictions of the 
hukou system slowly liberalized as markets developed and 
the demand for cheap labor in cities rose, while at the 
same time the introduction of the household responsibility 
system led to increased agricultural efficiency and a larger 
supply of surplus rural labor.[7]  Recent estimates of the 
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“floating population” of rural workers who have taken 
advantage of this newfound geographical mobility top 150 
million.[8]  However, despite these reforms, the essential 
features of the hukou system remain intact and socio-
economic eligibility is still strongly linked with hukou 
status.[9]  Without a rarely awarded formal dual-approval 
(changing one’s hukou place to urban and status to non-
agricultural), rural-to-urban migrants must live as second-
class citizens in their new homes, working the lowest-paid 
and most undesirable jobs, lacking access to state-
provided benefits or opportunities, and facing social 
exclusion.  Dual approval is only granted to those hand-
picked by the urban elite through recruitment by a State 
Owned Enterprise (SOE) (about 63% of migrants in one 
survey covering formal migration to Beijing), 
enrollment in higher education (24% in the 
same survey), investing heavily in the locality 
(really buying one’s way in), and through 
other “special channels.”[10]  Specific 
barriers to migration are larger depending on 
the size of the city: “Beijing, for example, will 
only grant hukou to entrepreneurs who can 
invest a preposterous Rmb8 million (about 
US$1.25 million) to set up a company in the 
city.”[11] In these ways, the real power of the 
hukou system lies not in the system itself but 
rather in its integration with other social and 
economic control mechanisms, and that power 
remains yet undiminished.[12] 

  
One such mechanism is the role that 

hukou status plays in the determination of 
access to social benefits and entitlements to state 
resources, most importantly education.  One way that this 
plays out is the unequal allocation of educational 
resources, which shows a strong preference for 
urbanites.[13]  In recent years, most government funding 
has been allocated to secondary and tertiary schools, 
which tend to be located in urban areas, leaving primary 
or junior secondary schools with meager funding.  In fact, 
though the Compulsory Education Law nominally 
guarantees funding for rural compulsory education, in 
practice county and township governments end up having 
to foot most of the bill.[14]  Because local rural 
governments lack bargaining power with superior 
governments, they are left to raise education funds 
through taxation of the poor; one study cited local 
government contributions as high as 70.5% and 88% in 
Taihe County in Jiangxi Province and Yanling County in 
Henan provinces, respectively.[15]  This imbalance in 
funding manifests itself in resultant differentials in years 
of schooling and quality of schooling attained.  A 2010 
study reported that on average “agricultural” citizens 
received an average of 8.2 years of schooling, 3.7 years 

less than the average “non-agricultural” citizen.[16] 
 Speaking to the quality of schooling, there is a wide gap 
in returns to education that peaks in primary school and 
then decreases as years of schooling increase.  This makes 
sense given the fact that most senior high schools and 
colleges are located in urban areas, so the differential 
disappears once students attend the same urban higher 
education institutions (although few, and arguably the best 
and brightest few, actually get the opportunity to). 
 Importantly, the returns to education gaps are both high 
between urban non-agricultural/urban agricultural (1.63 
times greater for the former) and urban non-
agricultural/rural agricultural (2.55 times greater for the 
former).[17]   

Figure 3: Gaps in returns to education. Group 1 
represents urbanites, Group 2 migrants, and group 3 rural 
dwellers. 

 
So while having an agricultural hukou and 

remaining in a rural area puts one at the greatest 
educational disadvantage, moving to an urban area and 
retaining one’s agricultural status still puts one at a great 
disadvantage.  This is largely due to the fact that migrant 
children who retain their non-agricultural status are 
segregated into substandard urban migrant schools.  In the 
recent decade, however, some migrant children have been 
allowed to attend urban public schools that used to only 
admit urban children, as a result of the 2005 Notice of 
Improving Education of Children of Rural Migrant 
Workers.[18]  However, public schools have found ways 
around this regulation by charging large entrance fees (up 
to 6 times larger than what urban residents pay) and 
instituting entrance exam requirements, causing the 
number of migrant children admitted to public schools to 
remain low.[19]  A comparison of achievement levels 
between migrant children in migrant schools and migrant 
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children in public schools shows that migrant students 
who had the opportunity to attend urban public schools 
attained literacy scores that were on average 30% higher 
than their peers left behind in migrant schools, and nearly 
on parity with their native urban classmates.[20]  

 
Disparities in job and wage attainment are another 

manifestation of hukou status.  Hukou restrictions were 
originally loosened to allow rural migrants to serve as 
cheap labor for manufacturing industries, and not much 
has changed since then in terms of the types of jobs that 
migrants fill.    

 

 
Image 3: Factory worker in Shanghai 
 

Among a 2005 survey of residents in 11 provinces 
including 145 cities, it was found that a majority (55.5%) 
of workers with an agricultural status remained employed 
in agriculture-related activities, and 26.7% were employed 
as manual workers.[21]  In comparison, only 3.8% of 
urban workers were employed in agriculture-related 
activities, and a majority (71.3%) were employed in more 
prestigious occupations such as leadership, professional, 
clerical, and service positions.  Put another 
way, migrants continue to be relegated to 
working in “low-paid ‘3-D’ (dirty, difficult, 
and dangerous) jobs.”[22]   Wage levels are 
also determined by hukou status.  In 2011, 
according to the Ministry of Human 
Resources and Social Security, migrant 
workers earned about Rmb2,000 per month, 
considerably less than the national average 
wage of Rmb3,200.[24]  The effect of lower 
earnings on migrants is magnified by the fact 
that migrants must cover all urban living 
expenses, health care expenses, and other 
social expenses on their own because they 
lack government-provided benefits or social 
security.[25]  When misfortune, such as loss 
of employment, befalls a migrant, they have 
only their savings or that of their immediate 
social network to rely on.  This is evidenced 

by the results of a 2011 study of the city of Changsha, in 
which a majority (61.3%) of the unemployed floating 
population relied on family support and personal savings, 
while the urban population mostly (59.3%) relied on 
access to state benefits such as Minimum Subsistence, 
unemployment insurance, and layoff subsidies.[26] 
 Despite all of these disadvantages, “some earn as much in 
a month as farmers back home earn in a year – so the 
financial benefits of migration justify the hardship.”[27] 
 The fact that the supply of surplus rural labor continues to 
grow thanks to productivity gains from the Household 
Responsibility System and decreasing prices of 
agricultural goods has helped this rural/urban wage gap 
continue to remain wide.[28]  Therefore, migration will 
continue to remain an economically rational decision for 
increasing numbers of rural migrants, despite the 
hardships and discrimination that migrants face. 

 
In conclusion, loosening of hukou restrictions 

have not translated into a lessening of the social and 
economic inequalities that migrants face.  Specifically, the 
negative effect of an “agricultural” hukou status manifests 
itself through the mechanisms of through differentials in 
educational achievement and job and wage attainment. 
The invisible walls of the hukou system continue to divide 
the population economically and socially, not unlike the 
physical walls that have sprung up in other developing 
cities, such as Rio de Janeiro, to divide the rich from the 
encroaching illegal settlements of the poor.  Across the 
globe, it is becoming painfully clear that governments 
cannot sit idly by and allow rampant urbanization and 
inequality to go unchecked for much longer.  This perhaps 
most urgent in the case of China, whose urban population 
has been projected to reach as many as one billion 
residents by the year 2030.[29]  

Fig 4:The population densities in China’s cities are rising. 
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With a high surplus of agricultural labor and the 

demand for migrants continually increasing in the urban 
labor market, “migrants are accordingly needed in 
employment requiring more training, skill and experience. 
As a result, the system of temporary migration will 
become economically inefficient”[30]  To avoid this 
inefficiency, the government needs to begin investing in 
rural schools and enforcing migrant access to urban public 
schools in the short term and making non-agricultural 
status easier to obtain in the long-term (there is a 
consensus that any meaningful and comprehensive reform 
of the hukou system will take generations to take effect).  

 

 
Figure 5: Migrants are ready to be integrated into 
China’s cities. 
 
Besides education, these migrants will also need housing 
and social welfare in order to meaningfully integrate them 
into an urban consumer economy: “If rural migrants can 
become genuine consumers, they will rebalance China’s 
economy [away from its reliance on investment and 
manufacturing] and put future growth on a more 
sustainable footing. But if China’s leaders get urbanization 
wrong, the country could spend the next twenty years 
languishing in middle-income torpor, its cities 
pockmarked by giant slums.”[31]  All eyes are on China 
and how it will be able to successfully integrate the influx 
of rural migrants, and its response could set a precedent 
for developing countries around the world. 
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Not Yet Urban, No Longer Rural: The Urban Villages 
of Shenzhen, China 

Emma Arnold 

In a country with tightly controlled population 
movement, the process of urbanization is also highly 
regulated. In China this regulation is embodied by the 
household registration system, also known as the hukou 
system, which has long served as a basis for classification 
of populations by rural and urban residences. Historically, 
the divide between these urban and rural populations has 
been vast. Recently, however, a new phenomenon has 
arisen. As urban areas in China are experiencing 
unprecedented economic and population growth, they are 
rapidly expanding into their peripheries. The traditionally 
rural villages that stand in the path of this sprawling 
expansion are engulfed and absorbed by the new urban 
centers. However, under the household registration 
system, these villages remain classified and regulated as 
rural. The result of this unique occurrence is the rise of the 
“urban village” in Chinese cities; parcels of land engulfed 
by city, not quite urban but no longer rural.  

Figure 1: Shenzhen is located in the southeast of China, in 
close proximity to Hong Kong. 

Today, migrant workers play a key role in the 
continued economic development of China. This large 
reserve of “cheap, docile labor” is often cited as a main 
reason for China’s attractiveness to foreign investors 
(Alexander et al., 617). In his book “China’s Urban 
Billion”, Tom Miller describes China’s migrant workers 
as being treated as “economic cannon fodder”. He points 
out that “migrant workers do all the toughest, dirtiest jobs, 
but receive the smallest social benefits from their work.” 
(34-35).  

Under the household registration system, the 
Chinese government has the power to control the flow of 

labor into cities from a bottomless pool of of rural 
migrants. As migrants, however, these residents 
technically remain classified as rural. In this manner, the 
government is not held accountable for providing migrant 
workers with social benefits that registered urban residents 
are entitled to. From the perspective of some, “migrant 
workers without urban hukou have become the most 
important human cog powering the China economic 
machine” (Chan, 68). 

The southeastern city of Shenzhen is a city fueled 
by migrant workers. Formerly a small fishing village, 
Shenzhen has become one of the world’s fastest growing 
cities. In 1980, Shenzhen was established as the first of 
China’s Special Economic Zones (SEZs). As a SEZ, 
Shenzhen prospered from more liberated trade and 
economic restrictions, which has set the precedent for 
extraordinary economic growth. Between 1980 and 2006, 
Shenzhen’s average GDP growth was 27 percent. In 2006, 
the city’s GDP was valued at approximate $75 billion US 
dollars, and GDP per capita was about $8,800 US dollars. 
This rapid economic growth is referred to by many 
Chinese as the “Shenzhen dream” (Gravemeyer et al., 
1458). Alongside economic growth, Shenzhen has 
experienced unprecedented population growth. This 
growth occurred primarily after 1985, when rural migrants 
were first allowed to register as temporary urban residents 
(Wang et al., 958). In the 1980s and 1990s,  

Shenzhen’s growth outpaced that of every major 
city in China (Hao, 2185). The population exploded from 
about 20,000 in 1970 to nearly 9 million in 2006, and is 
still growing (Gravemeyer et al., 1458). And yet, many of 
the estimates of Shenzhen’s population underrepresent the 
true population, as they exclude the vast numbers of 
migrant workers that live and work in the city. In 2007 the 
total population of the city, including both the migrant 
workers and the official population, was believed to be 
over 14 million (Hao, 2158). 

Shenzhen’s government took a piecemeal 
approach to acquiring land for urban development. 
Initially, the municipality’s small, financially weak 
government left the local villages alone. In Shenzhen’s 
initial phase of development, the government allowed the 
villages adjacent to urban areas to exist in their traditional 
forms, as it was a more practical option than seeking to 
provide employment opportunities for all of the village 
residents (Wang et al., 959). From 1979 until the early 
1990s, the centrally focused government applied very 
limited planning control to these villages.  However, as 
economic and subsequent urban growth gained pace, it 
was soon apparent that the villages would stand in the way 
of economic development and physical growth.  
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Figure 2: The population structure of urban villages in 
Shenzhen is dominated by non-local leaseholders. 

As the urban center of Shenzhen rapidly has 
grown, the periphery villages are engulfed by urban 
expansion. This has led to the rise of so-called “villages-
in-the-city” (Chengzhongcun) or urban villages. While 
physically located in the city, villagers in the urban 
villages maintain their rural hukou. In stark contrast to the 
tightly controlled surrounding urban areas, the village land 
continues to be managed by the villagers and their 
collective.  

In the traditional layout of these villages, every 
family occupies a small courtyard. On this courtyard, 
families built structures to serve as their homes. Farmland 
was collectively owned and managed as a source of 
livelihood for the village. In 1982, Shenzhen’s municipal 
government issued the “Provisional Regulation on Village 
Household House Building and Land Use in the Shenzhen 
SEZ”. In anticipation of urban growth, this legislation 
sought to control housing development in the urban 
villages. Under the provision every village household was 
entitled to a courtyard of 150 square meters, with 80 
square meters for housing construction (Wang et al., 960).  

In the article “Spatial Analyses of the Urban 
Village Development Process in Shenzhen, China”, the 
development of the urban villages is described as 
occurring in three phases; expansion, densification, and 
intensification. In the expansion phase, the villages 
expand from their cores and any remaining agricultural 
land or idle land is used for the construction of new 
buildings. As the availability of undeveloped land 
decreases, the villages enter a phase of densification. In 
this phase, villagers seek to build out as much as possible 

on their plots of land. Extensions are added to existing 
structures, and new buildings are constructed in yard 
space. The final phase, intensification, occurs as 
expansion space becomes sparse, and buildings begin to 
expand upwards.  

	  

Figure 3: Inside Shenzhen's SEZ, the density of buildings 
within urban villages is far greater than in surrounding 
areas. 

These three phases of development highlight the 
shrewd process of value capturing the urban villagers have 
devised to adapt to the changing landscape around them. 
While the village residents can’t sell their land to any 
party other the government, they can build and rent out 
rooms on their own individual courtyards. Quick to realize 
this potential, and disregarding regulations, the “farmers 
began to build as high as they could without elevators, 
usually eight or nine stories, with open concrete shells for 
shops on the first floor, often initially reserving one floor 
for themselves and renting the rest out to migrants” (Bach, 
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429) . The development phase of intensification led to the 
development of “handshake” buildings; structures built so 
close together it is said to be possible to reach one’s 
neighbor through adjacent windows (Bach, 429). Whereas 
the rest of urban development and new construction in 
Shenzhen is tightly controlled and regulated by the 
government, the government implemented relatively few 
controls over the construction of dwellings within the 
urban villages.  

	  

Figure 4: From above, the "handshake buildings" of one 
of the city's original urban villages are nestled in the heart 
of Shenzhen. 

Left largely to their own enterprising, urban 
villagers began renting out rooms on their properties to the 
steady and increasing flow of migrant workers into the 
city. As aptly described by Fulong Wu, this process serves 
a dual purpose; urban villages “give migrants a 
transitional period to adapt to urban life, while the rent 
that migrants pay provides a steady source of income to 
local villagers who have lost their agricultural lands and 
livelihoods” (Wu, 887). In this manner, the urban villages 
are able to provide migrant workers with an inexpensive 
source of housing close to their places of employment. 
The speed and scale of development of the urban villages 
is determined to a large degree by their geographic 
location within the city. Accordingly, there is a significant 
degree of variance in the spatial distribution of the urban 
villages across Shenzhen. It is no surprise that the urban 
villages located closest to the core of the SEZ have been 
growing the most rapidly, as these areas are prime location 
for the migrant workers to live in proximity to their 
workplaces (Hao, 2187). 

Lack of affordable housing for migrant workers is 
a point of conflict between the municipal government’s 
ambitious urban development plans and the demands of 
the poor, working population that fuels the city’s 
economic growth. In the wake of this conflict, urban 
villages stand in opposition to the development of the rest 
of the city. For the city government, “urban villages are 
‘eyesores’ or ‘backward places’, blamed for their 

inefficient and chaotic land use that hampers the process 
of modernization” (Wu, 887). However, as Hao suggests, 
the emergence of the urban villages is to some extent a 
result of compromise between the government and the 
city’s residents. He explains; “when a city’s government is 
incapable of facilitating the livelihood of landless peasants 
and the housing needs of rural migrants, they turn a blind 
eye to unauthorized development in urban villages and the 
villages’ emergence as major migrant enclaves” (Hao, 
2180). Shenzhen’s economic development would not be 
possible at its current rate without migrant workers, and 
the urban villages are successful in the provision of 
affordable housing for this subpopulation.  

Compared to informal settlements and slums of 
other developing countries, the urban villages of Shenzhen 
are remarkably well constructed. The multi-story 
structures that make up the majority of  urban villages are 
generally constructed of sturdy concrete and resemble 
modern apartment blocks. Residents have access to tap 
water, sanitation, and electricity, as well as are connected 
to the infrastructure of the city (Hao, 2194). The villagers 
are experience relative economic well-being, fueled by 
their income from renting out rooms. Because of adequate 
infrastructure and relatively stable construction, the urban 
villages are able to support a higher density of population. 
The denser the population, the greater the income the 
villagers are able to garner from their tenants. Thus, in a 
way the system of development in the urban villages is a 
positive cycle of economic development.  

In 2005, Shenzhen’s municipal government 
introduced an aggressive urban village redevelopment 
program called the “Master Plan of Urban Village 
Redevelopment”. The goal of this program is to redevelop 
10% of Shenzhen’s urban villages by 2010, and ultimately 
eliminate all urban villages within the city’s boundaries 
(Hao, 2182). The program is set to be carried out through 
a combination of administrative forces and market forces. 
Due to prime locations within the city, urban villages are 
frequently characterized by high property values. This 
makes the properties desirable for development. But for 
developers urban villages present a unique set of 
challenges. The so-called “preparation processes” for 
redeveloping urban villages are long and often costly, 
involving negotiations with landlords, challenging 
demolitions, and compensation of village residents. The 
Chinese government has sought to incentivize developers 
to take on the challenge of redeveloping the urban villages 
scattered throughout the city. Incentives include 
negotiable land lease fees, infrastructure provision and 
more flexible planning and development requirements. To 
continue to push to eliminate Shenzhen’s urban villages 
would be a grave mistake on the part of the municipal 
government. Urban villages are among the few, if not the 
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only, entities in the Chinese urban landscape that occur 
organically. In Shenzhen, urban villagers have discovered 
a way to develop their communities internally with far 
greater freedom than the rest of the city. The urban 
villages play a key role in the functioning of Shenzhen as 
a whole. As stated by Wang et al., urban villages “have 
played a very important role in China’s reform and 
urbanization and have changed the simple rural–urban 
division of Chinese society and diversified the social, 
economic and spatial composition of the country. They 
serve as a special and important transitional stage in the 
urbanization process and provide the space and time for 
rural people (both local and migrants) to adapt to the new 
way of life in the rapidly urbanizing regions” (968).  
Without these urban villages, “there would be no 
economic miracles in the region” (Wang et al., 970). 

 

Figure 5: Shenzhen's urban village redevelopment plan 
takes an aggressive approach towards eliminating 
Shenzhen's urban villages, which can be found scattered 
throughout the city. 

China’s efforts to shift away from the rural-urban 
classification of its current household registration (hukou) 
system has been far from successful. In striving to shift 
away from an incredibly black and white system of 
registration, the Chinese government is forgetting about 
finding the gray area that will bridge the gap. In his article 
“They come in peasants and leave citizens”, Jonathan 
Bach asserts that the urban villages play “neither a heroic 
role of resistance nor a submissive role of subservience to 
the city”. The development of the urban villages “occurs 
precisely because both city and village use the ambiguous 
space that Shenzhen created between the urban and the 
rural to take advantage of each other in the context of 
transition to a market economy” (Bach, 425). The urban 

villages of Shenzhen have evolved to naturally fill the role 
of a transition zone in the development of the city. 

	  

Figure 6: In May of 2005, 15 buildings in Yunong Village 
were blasted in a demolition project. 

Thus, Shenzhen’s municipal government should 
reconsider its current plan to redevelop the city’s urban 
villages. Rather than striving to eliminate the urban 
villages, the city should seek to take a more compromising 
approach towards integrating these areas into the fabric of 
the urban area. Shenzhen’s market forces demand that 
there be clusters of inexpensive housing in close proximity 
to industrial zones to provide for the labor class that drives 
the city’s economic development. Development of the 
urban villages should primarily serve to provide improved 
infrastructure and more organized governance to the areas. 
The function of the urban villages, however, must be 
preserved. 
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