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Abstract

‘The Changing State of Gentrification’ (2001) by Jason Hackworth and the late Neil Smith is
one of the most influential papers ever published in TESG. By introducing three waves, or
periods, of practices and patterns of gentrification, it changed the way we think about
gentrification. This Introduction to the Forum discusses the three waves introduced by
Hackworth and Smith as well as fourth wave introduced by Lees et al. Finally, | will argue
that during the global financial crisis we have entered fifth-wave gentrification. Fifth-wave
gentrification is the urban materialization of financialized or finance-led capitalism. The state
continues to play a leading role during the fifth wave, but is now supplemented—rather than
displaced—Dby finance. It is characterized by the emergence of corporate landlords, highly
leveraged housing, platform capitalism (e.g. Airbnb), transnational wealth elites using cities
as a ‘safe deposit box’, and a further ‘naturalization’ of state-sponsored gentrification.

Key words: state-led gentrification, neoliberal urbanism, finance-led capitalism,
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Introduction

‘The Changing State of Gentrification’ (2001) by Jason Hackworth and the late Neil Smith is
one of the most influential papers ever published in TESG. The paper changed the way we
think about gentrification. Hitherto, discussions had been dominated by production- versus
consumption-led debates and the process of gentrification itself had been approached as
having different stages (starting with marginal gentrifiers’ like artists and students, and
ending with full-fledged and later ‘super’ gentrification?), but Hackworth and Smith discussed
how gentrification was qualitatively different in different decades.
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Third wave gentrification, sometimes also referred to as state-led or government-sponsored
gentrification, was quickly included in discussions of neoliberal urbanism as both paid a great
deal of attention to the role of local government in furthering the interests of local elites and
developers rather than conceptualizing the local state as primarily interested in welfare. In
this wave or phase, gentrification processes, market-led urban public policies and
commodification of urban space became ‘generalized’ as Smith (2002) would later argue.
The third wave of gentrification also took gentrification outside the inner city core and into
more peripheral urban—and even rural—areas. To me, the concept of third-wave
gentrification is more useful than gentrification as a general term; it centres on the role of the
(local) state as an instigator, catalyst or sponsor of the socio-spatial restructuring of the city.

The government-sponsored and debt-fuelled gentrification of the late 1990s and early 2000s
was at the root of the global financial crisis that started in the US in 2007. Yet, it appears that
what we now see in many places, both in those hit hard by the financial crisis and those
relatively spared, is the continuation of state-led gentrification. Is this TESG Forum we seek
to answer the following questions: What has third wave gentrification meant for urban
research and what is its meaning today? How can we use ‘wave thinking’ to understand
contemporary urban processes and policies? Are we still in a third wave or have we entered
a fourth or fifth wave—and how are the new waves different from the old one? Our aim in this
first TESG Forum is to revisit a classic paper published in TESG and take a moment to
reflect on their continued importance of this ‘classic’ to the field.

In the next section, | will discuss the three waves discussed by Hackworth and Smith as well
as Lees, Slater and Wyly’s proposition for a fourth wave. In the subsequent section | will
argue that we have now entered fifth-wave gentrification. As during earlier waves of
gentrification, an economic crisis triggered a mutation in the process of gentrification, which
led to the emergence of fifth-wave gentrification in which the process is further generalized.
At a more abstract level, fifth-wave gentrification is the urban materialization of financialized
or finance-led capitalism. The state continues to play a leading role during the fifth wave, but
is now supplemented—rather than displaced—by finance. It is characterized by the
emergence of corporate landlords, highly leveraged housing, platform capitalism (e.g.
Airbnb), transnational wealth elites using cities as a ‘safe deposit box’, and a further
‘naturalization’ of state-sponsored gentrification.

This Introduction to the Forum is followed by three articles and a commentary by Jason
Hackworth, the lead author of “The Changing State of Gentrification’. The editors of TESG
have invited four authors that previously have used the idea of the third wave in their work on
gentrification in, respectively, North America, East Asia and Western Europe. All four have
not simply taken the idea of the third wave at face value, but have used the concept as a
starting point to study gentrification rather than as a given, fixed category. We have asked
them to discuss the continued usefulness of wave thinking in contemporary gentrification
research and debates.

First, Elvin Wyly discusses the critiques that have been launched against ‘wave thinking’ in
gentrification. He argues in favour of such wave thinking; to Wyly gentrification is inseparable
from the enduring legacy of evolutionary theory in social science. Shenjing He discusses the
meanings and uses of wave thinking to understand gentrification in China. She proposes a
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different periodization, differently defined waves, to understand how the interplay between
state, market and society produces gentrification in China. Wouter van Gent and Willem
Boterman argue that in gentrification debates, class relations should be more visible vis-a-vis
the state. Like He, Van Gent and Boterman adapt the periodization of gentrification to make it
fit their case, Amsterdam. They show how Amsterdam was transformed from a radical but
largely low-income city into a liberal, middle-class city. Finally, Jason Hackworth responds to
the different articles building on or critiquing his taxonomy of gentrification waves. He argues
that for Neil Smith and him, gentrification was always about something bigger and should not
be separated from broader economic and social processes.

Four Waves of Gentrification

In their article Hackworth and Smith introduce a periodization of gentrification (see Figure 1).
Although they provided examples from New York City to illustrate their argument, they stress
that their periodization is based on readings of other cases and has wider applicability:
“Specific dates for these phases will undoubtedly vary from place to place, but not so
significant as to diminish the influence of broader scale political events on the local
experience of gentrification” (Hackworth & Smith, 2001: 466). In the first wave the dominant
discourse on cities is still one of ameliorating urban decline, which in NYC was visible in the
form of landlord abandonment and arson. As a result, first-wave gentrification was sporadic,
highly localised but also significantly funded by the state.

During the recession of the mid 1970s gentrification mutates. In the resulting second wave
federal programmes are scaled back and gentrification takes a more laissez-faire form. At
the same time, gentrification expands geographically, covering a larger part of the city, but
also internationally. Gentrification is no longer simply a process of class-residential change,
but extends into cultural and commercial spheres. The presence of arts and culture, either
implicitly or explicitly, often functions as a ‘soft factor’ attracting new flows of capital into
these neighbourhoods. The recession that started with the stock market crash of 1987 and
the recession of the early 1990s prompted some to speak of the end of gentrification or of
‘degentrification’, a myth that was already debunked by Smith in 1995. What happens
instead is that gentrification mutates again. ‘Third-wave’, ‘post-recession’, ‘government-
sponsored’ or ‘state-led’ gentrification is distinct from first- and second wave gentrification in
at least four ways:

First, gentrification is expanding both within the inner-city neighbourhoods that it affected
during earlier waves and to more remote neighbourhoods beyond the immediate core.
Second, restructuring and globalisation in the real estate industry has set a larger context for
larger developers becoming more involved in gentrifying neighbourhoods (Logan, 1993;
Coakley, 1994; Ball, 1994). While such developers used to be common in the process only
after the neighbourhood had been ‘tamed’ (Zukin, 1982; Ley, 1996), they are now increasingly
the first to orchestrate investment. Third, effective resistance to gentrification has declined as
the working class is continually displaced from the inner city, and as the most militant anti-
gentrification groups of the 1980s morph into housing service providers. Fourth, and of most
relevance to this paper, the state is now more involved in the process than [in] the second
wave. (Hackworth & Smith, 2001: 468)

The concept of state-led gentrification made gentrification research more relevant in both
academic and political terms. It was no longer about the small-scale and bottom up initiatives
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Figure 1. Schematic history of gentrification (recessions in grey).
Source: Hackworth & Smith, 2001
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Gentrification returns: Prophesies of
degentrification appear to have been overstated
as many neighbourhoods continue to gentrify
while others, further from the city centre

begin to experience the process for the first time.
Post-recession gentrification seems to be more
linked to large-scale capital than ever, as large
developers rework entire neighbourhoods, often
with state support.

Gentrification slows: The recession constricts
the flow of capital into gentrifying and
gentrified neighbourhoods, prompting some to
proclaim that a ‘degentrification’ or reversal

of the process was afoot.

The anchoring of gentrification: The process
becomes implanted in hitherto disinvested
central city neighbourhoods. In contrast to the
pre-1973 experience of gentrification, the process
becomes common in smaller, nonglobal cities
during the 1980s. In New York City, the presence
of the arts community was often a key correlate of
residential gentrification, serving to smooth

the flow of capital into neighbourhoods like
SoHo, Tribeca, and the Lower East Side.

Intense political struggles occur during this
period over the displacement of the poorest
residents.

Gentrifiers buy property: In New York and
other cities, developers and investors used the
downtumn in property values to consume large
portions of devalorised neighbourhoods, thus
setting the stage for 1980s gentrification.

Sporadic gentrification: Prior to 1973, the
process is mainly isolated in small
neighbourhoods in the north eastern USA
and Western Europe.

of the first wave. Nor was it simply about developers finding a (new?) way to make money on
urban land (second wave). Third-wave gentrification was about how the local and national
state use their regulatory and financial powers to enable—and indeed, to boost—profits
made by private developers: “state assistance (or some other form of assistance) is
increasingly necessary for the process to swallow ‘underdeveloped’ parcels further from the
CBD” (Hackworth & Smith, 2001: 469). Personally, the heuristic of state-led gentrification has
helped me to understand the dynamics of urban change in Amsterdam. In the ‘revitalization’
of the infamous Bijlmer housing estate, the local and national state were present in many
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different forms and guises. One of the key uses of the state was to make the Bijlmer safe for
real estate investment by ‘cleaning’ the district from undesirable groups like drug users and
homeless people (Aalbers, 2011).

Likewise, in the restructuring of Amsterdam’s red-light district De Wallen, the local state uses
its regulatory and financial power to force a class and image change that makes the area
safe for corporate investment (Aalbers & Deinema, 2012; Deinema & Aalbers, 2012).
Framed as a policy to fight human trafficking, ‘Plan 1012’ aimed to close most of the brothels
on De Wallen and create a “high quality entrance to the city” (City of Amsterdam, 2011: 30).
The public presentation of Plan 1012 took place in a hotel that planned to invest EUR120
million in the area and a mid-term evaluation of the plan didn’t mention human trafficking
once, but bragged about the presence of an Italian wine bar as a sign of the success of the
City’s interventions. Perhaps the City was aware of what Zukin (1995) and Atkinson (2003),
respectively, call ‘pacification’ and ‘domestication’ by cappuccino. The City had effectively
mobilized a growth coalition or machine, consisting of government agencies, real estate
developers, banks, hotel and non-profit housing associations to make De Wallen safe for
investment without being able to scale down human trafficking or prostitution, which is simply
moved to other, less visible locations (Aalbers & Deinema, 2012).

Many people have asked the question: is this gentrification? | think the class restructuring of
the Bijlmer and De Wallen through government interventions that make these
neighbourhoods safe for corporate investment are clear cases of state-led gentrification, i.e.
the “subsidized private-market transformation of the urban built environment” (Smith, 2002:
444). The bigger question is: what is the use of the concept of the power of third-wave
gentrification? Firstly, Hackworth and Smith have provided us with a periodization of
gentrification that can be applied, but also contested or expanded, as we will see in the next
section and subsequent articles. It helps us to understand how gentrification is qualitatively
different in different periods. Secondly, it helps us to understand international trends in real-
world gentrification, as the mutations of gentrification are not limited to NYC or the United
States. Although it could be argued gentrification started at a different time in different cities
and countries, and that the years in Figure 1 are incorrect for other places, it could also by
hypothesized that we are seeing a process of synchronization in which the mutations that
result in new phases increasingly take place around the same time (cf. Aalbers, 2015).
Thirdly, | see state-led gentrification as a synthesis of the existing gentrification literature with
earlier key concepts on urban change, including growth machines (Molotch, 1976), pro-
growth coalitions (Mollenkopf, 1983) and entrepreneurial urbanism (Harvey, 1989).

The idea of state-led gentrification was quickly picked up in the literatures on gentrification
and neoliberal urbanism. The idea of waves itself received a less enthusiastic response and
little analytical or theoretical work has been done to expand the thinking about gentrification
in terms of periodic phases. In their book, simply titled Gentrification, Lees, Slater and Wyly
(2008) are among the few that have tried to theorize subsequent waves of gentrification.
They have coined a fourth wave of gentrification that combines “an intensified financialization
of housing ... with the consolidation of pro-gentrification politics and polarized urban policies”
(Lees et al., 2008: 179)—in other words: third-wave gentrification plus the ‘financialization of
home’ (Aalbers, 2008). Lees and colleagues see this fourth-wave as specific to the US
because it “is not readily identifiable outside of the United States” (184).

5



Fifth-Wave Gentrification

It could be argued that fourth-wave gentrification is simply a continuation or even
intensification of third-wave gentrification (see also Doucet, 2014). Some countries
experienced a crisis in the late 1990s (e.g. the 1997 Asian financial crisis) or early 2000s
(e.g. 2001 dot-com crash), which could be considered another period of mutation, but this
seems to close to the last transition period. Alternatively, the Asian financial crisis could be
considered a delayed transition period to the third wave. Furthermore, the dot-com crash did
not result in a deep recession and in hindsight may appear more like a short break during a
long period of economic growth. What did change is that the dot-com crash led to a massive
switching of capital into real estate, which eventually cumulated in the global financial crisis
that started in the United States in 2007 and spread internationally and mutated into several
other crises, including the European sovereign debt crisis that started in 2009 and the
popping of the Chinese stock market bubble in 2015 (Aalbers, 2015).

These subsequent and linked crises mark a new transition period, which in some countries
was—or, still is—characterized by austerity urbanism (Peck, 2012) and temporarily slowed
down the state-support of gentrification. This paved to road for a new wave of gentrification:
fifth-wave gentrification. At a more abstract level, fifth-wave gentrification is the urban
materialization of financialized or finance-led capitalism (e.g. Boyer, 2000). A continuation of
the third and fourth waves is that in the fifth wave the state plays a leading role in sponsoring
gentrification, but the state’s prominent role is now supplemented—rather than displaced—by
finance. This is not simply about the financial sector facilitating homeownership through
mortgages (as in earlier waves), but also about finance taking a stronger foothold through the
rise of corporate landlords (i.e., landlords backed by international capital markets) and
platform capitalism (e.g. Airbnb).

In the fifth-wave gentrification becomes further ‘generalized’ (Smith, 2002) and intensified.
The gentrification frontier is not only rolled out to new areas but already gentrifying areas
also experience new waves of investment. Local investment remains strong in many areas,
but is now supplemented by global investment. Real estate, including housing, is increasingly
treated as ‘just another asset class’ (Van Loon & Aalbers, 2017; see also Calbet, 2017;
Guironnet et al., 2016; Merrifield, 1993). Corporate landlords, backed by capital from Wall
Street or the City of London, include Real Estate Investment Trusts (REITs), Real Estate
Private Equity (REPE) and other large investment funds that increasingly target not just
commercial real estate but also low- and middle-income residential real estate for investment
(Beswick et al., 2016; Byrne, 2016 Fields, 2015; 2018; Gotham, 2006; Teresa, 2016;
Rouanet & Halbert; Searle, 2014; Waldron, 2018; Wijburg & Aalbers, 2017; Wijburg et al.,
2018).2 Although the effects of REITs, REPE and other investment funds are mixed and can
include downgrading of the stock, these funds typically try to maximize rents and benefit from
gentrification potential.

International capital also flows into gentrifying and already gentrified neighbourhoods through
the investments of transnational wealth elites—or simply the super-rich—and increasingly
also upper middle classes into, respectively, ‘super-prime’ and other classes of residential

% Slater (2015) also sees the predominance of institutional investors with high return expectations as
one of the characteristics of what he names ‘planetary rent gaps’.
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real estate in elite tourism capitals, prime global cities like London and New York and a range
of second-tier global cities such as Vancouver and Amsterdam (Atkinson et al., 2017,
Fernandez et al., 2016; Hay & Beaverstock, 2016; Ho & Atkinson, 2017; Ley, 2017; Rogers &
Koh, 2017; Webber & Burrows, 2015). In many cases, these individual investors, especially
the transnational wealth elites, do not buy super-prime real estate to profit from high rents,
but rather they use houses and apartments in a select—yet expanding—group of cities as a
‘safe deposit box’, a place to store their excess capital safely (Fernandez et al., 2016). Such
investments have manifold and extensive consequences for the urban fabric, including a
disappearing sense of community, diminishing housing affordability and a loss of local
economic opportunities. The most immediate consequences of the heightened interest in the
top end of the real estate market have been price increases and competition in every
segment of the housing market. This has resulted in out-pricing in subsequent price ranges
in the already tight housing markets. Sassen (2014) labels the displacements and socio-
economic inequality due to systemic changes in the global economy and unequal access to
resources as ‘expulsions’, a term that points at the irreversibility of these inequalities and
displacements.

Platform capitalism, primarily in the form of Airbnb, is another development that channels
more capital into specific neighbourhoods, typically those close to the centre or those in ‘arty’
and ‘cultural’ areas full of marginal gentrifiers. Dutch bank ING (2016) has concluded that the
presence of Airbnb results in price increases, but also that the potential income from Airbnb
may call for bigger mortgage loans for apartments and houses with Airbnb-potential. Airbnb
has also pushed the ‘touristification’ of certain neighbourhoods, not only resulting in house
price inflation but increasingly also displacement, as Airbnb is often used throughout the year
and thereby relegating long-term tenants to other districts (Gant, 2016; Lambea Llop, 2017;
Lee, 2017; McNeill, 2016; Mermet, 2017; Sans & Quaglieri, 2016). Several cities may be
trying to regulate Airbnb but so far many Airbnb landlords appear to be bypassing such rules.
In Amsterdam—an Airbnb Top 10 city—an increasing number of locals spends the summer
camping at the city edge while renting our their properties through Airbnb (Van der Keijl,
2017). Furthermore, large corporations are trying to get into the Airbnb market. Residents in
central Amsterdam have received flyers of an investor who is willing to pay 25 per cent over
current market prices to acquire apartments that can be rented out through Airbnb (Van der
Meijden, 2017). Although this turned out to be a joke, it is a likely future development now
that rental housing is increasingly treated as an asset class by international investment funds
(Fields, 2018; Wijburg et al. 2018).

Although the global financial crisis has meant a pause in the expansion of mortgage debt, the
pause was short and global mortgage debt has been increasing ever since. Many countries
in the Global North as well as in the Global South continue to subsidize mortgaged
homeownership, often through fiscal measures. Furthermore, the securitization of mortgage
loans—the technique that allows mortgages portfolios to be resold to investors and pumps
more money into the housing market—has been, and continues to be, rolled out to an
increasing number of countries. Fiscal subsidies and securitization do not necessarily result
in increasing homeownership rates—in fact, several, mostly Anglophone, countries have
seen this rate drop—but mortgage debt has grown exponentially since the crisis as new
countries have opened up to more and bigger mortgages loans to an increasing number of
households (Fernandez & Aalbers, 2016; Rolnik, 2013).
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The financialization of housing (Aalbers, 2008; 2016), described by Lees, Slater and Wyly
(2008) as a specificity of the US American fourth wave, increasingly is becoming generalized
around the globe in fifth wave gentrification. This results in house price inflation across the
board, not only in gentrifying neighbourhoods, but it does imply that increasingly larger social
groups are excluded from housing in certain locations as prices are simply out of their reach,
resulting in a great deal of indirect displacement. As rents broadly tend to follow the
developments in house prices, this also puts pressure on rental properties, again not only in
gentrifying neighbourhoods, but more so in those areas as there is more potential to raise
rents and rent out properties to higher-income groups than those living there previously.

At first sight, the role of the state in all this may appear somewhat ambiguous. On the one
hand, many state institutions have pushed mortgaged homeownership, the securitization of
mortgages (now also at the international state level!) and the spread of REITs. On the other
hand, local states are increasingly trying to regulate Airbnb as well as international capital
going into local housing markets. Overall, however, it appears that the state continues to
display many of its third- and fourth-wave features, i.e. state assistance plays an increasingly
dominant role in facilitating private investment, not only in inner cities but increasingly also in
other parts of the urban region.

The state-support of gentrification is often considered ‘natural’, as if it is the duty of the state
to support private investment. Indeed, in the fifth wave gentrification appears not only
generalized but increasingly also naturalized. Local governments may be acting based more
on ‘potential’ than ‘need’, as Van Gent and Boterman (2019) show for the City of Amsterdam
in their contribution to this Forum. Not only entrepreneurial urbanism but also ‘New Public
Management”® (that suggests government should be run like corporations) has been fully
internalized. It remains to be seen if this is part of a wider trend towards the financialization of
local government (e.g. Hendrikse, 2015; Peck & Whiteside, 2016; Van Loon et al., 2018;
Weber, 2010). This emerging literature is not just looking into how municipalities are run
internally, but also how they sponsor and participate in real estate markets. In some places
there appears to be a trend towards the state as not only a sponsor but also a direct agent of
gentrification.

An alternative way to read consecutive waves of gentrification—bridging cultural and
economic readings of gentrification processes—would be to see gentrification as an
important ‘urban form of capitalism’ that, like capitalism itself, increasingly subsumes urban
practices that were once developed as alternatives to urban capitalism. The first-and second
waves of gentrification could be characterized by liberal (in the sense of progressive) values,
a ‘do it yourself’ (DIY) mentality and a sense of counterculture, but this often developed into
what the French so aptly call BoBo: bourgeois bohemian. The third wave brought attention to
arts and culture, but under urban capitalism this was mutated into ‘the creative class’
(Florida, 2002). Alternative consumption patterns, such as a preference for organic food,
popular among many of the new middle classes was also quickly subsumed in new waves of
gentrification. Likewise, the promise of the democratization of the (urban) ‘sharing economy’

* See Fernandez & Aalbers, 2017.
® On NPM in local government, see Ward, 2006; Weikart, 2001.
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of Airbnb, Uber and other companies is subsumed by a ‘cyber-libertarian impulse’ (Dahlberg,
2010) that is based on a naive ‘technology solutionism’ (Morozov, 2013) under fifth-wave
gentrification.

Coda

Wave thinking in urban research has been criticized for ignoring differences between places.
Hackworth and Smith, like others who have advocated a periodization to gentrification have
never claimed their waves explain everything or are globally applicable in the sense that they
are the same in different places. What they do claim, is that

an explanation that invoked only local differences would not tell us much either. ... [B]ut | think
we need to be careful about an illicit slippage between levels of abstraction (universal-
particular) and geographical scales of experience (global-local). It has become fashionable to
assert privilege of ‘local knowledge’, to use Geertz’s (1983) phrase. The irony, of course is that
advocating a certain localism ... can become its own kind of universalist response, threatening
a new kind of theoretical stalemate. (Smith, 1995: 124)

Indeed, there are no universally applicable (urban) theories, but there is also no localism that
can explain all particularities in a globally connected world. Explanations that suggest all is
different and unique are as geographically flat as explanations that suggest that all is
universal and the same. lronically, the latter is often used as a straw-man by the advocates
of the former—a straw-man because such claims to universality have long ceased to exist.
To understand the particularities of gentrification in different places we need to understand
local histories, processes and institutions, but we should be careful to privilege the local and
reject the possibility of a ‘common trajectory’ (Hay, 2004; see also Fernandez & Aalbers,
2016) a priori. Not all agents of gentrification are locally embedded; policies ‘travel’; and
Airbnb and REITs are international phenomena. This does not imply their impact is the same
everywhere. Policies mutate and agents adapt to local conditions. Yet, policies and agents
do not simply embed themselves locally, they also change local practices of gentrification. It
would be a loss to urban theory to ignore commonalities, common trajectories and inter-local
agents simply because particularities, difference and local agents are considered more
worthy explanations of change. As Hackworth (2019) writes in his response this Forum: “The
important point is figuring out which are actually local challenges or deviations from larger
patterns and which are the residue of similar processes with different local wrapping.”

One of the dominant forces in fifth-wave gentrification is finance; not simply capital, but
financial capital, i.e. the concentration of capital in the hands of and controlled by financial
institutions (cf. Hilferding, 1910). It is a period in which urban development is increasingly
controlled by financial institutions. Rather than finance replacing the state, finance
supplements the state in gentrification. Neither the state nor finance establish a monopoly
over urban development, but they have become the dominant powers that give shape to it.
Developers remain important, but “Financial actors can determine when cities grow ... as well
as how and where they grow” (Weber, 2015: 39, emphasis in original). This does not imply
other actors have no agency or that finance capital directs development in the same manner
around the world, but it does mean we need to study the dominance of finance capital across
cases to understand contemporary gentrification.
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