
Environment and Planning A 2014, volume 46, pages 000 – 000

doi:10.1068/a46169

Governing urban restructuring with city-building 
nonprofits

James C Fraser
Department of Human and Organizational Development, Vanderbilt University,  
203 Appleton Place, Peabody #90, Nashville, TN 37203, USA;  
e-mail: pavement@vanderbilt.edu
Edward L Kick
Department of Agriculture and Resource Economics, Sociology and Sustainability,  
North Carolina State University, 3224 Nelson Hall, Raleigh, NC 27695, USA;  
e-mail: elkick@ncsu.edu
Received 29 March 2013; in revised form 29 October 2013; published online 8 May 2014

Abstract. Urban restructuring efforts aimed at redeveloping inner-city neighborhoods are 
common across the US. They typically involve coalitions of  public and private actors 
that play complementary roles in promoting investments in locales that have been sites 
of  disinvestment, rendering these geographies ripe for economic development and 
profitmaking (ie, gentrification). Nonprofits are not generally regarded as central players 
in these initiatives, although they often serve community-development functions for low-
income populations living in impoverished city spaces. In this paper we draw on the concept 
of  the shadow state and Foucault’s theory of  governmentality to examine a city-building 
nonprofit created by a public–private growth coalition to execute the redevelopment of  
urban space and, as an integral part, manage neighborhood resident participation in these 
efforts. As residents began to see themselves as agents of  neighborhood change, they came 
into conflict with the revitalization objectives of  the nonprofit’s funders. And, while many 
residents actively challenged the direction that the neighborhood initiative took in focusing 
on housing redevelopment for more affluent populations, a core group maintained their 
commitment to a community building approach toward neighborhood redevelopment. 
Between 1998 and 2014, during CIC’s initiative, over half  of  the original residents were 
displaced or left as neighborhood housing values dramatically increased, rendering the 
area inaccessible for low-income populations.

Keywords: governmentality, shadow state, urban restructuring, urban governance, 
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 “ If gentrification is about restoring those homes and getting enough confidence in the 
market that this is a good neighborhood, bringing those houses back to life with people 
living in them, that’s not a bad thing. That’s a good thing.”

Sarah Morgan of the Lyndhurst Foundation and  
Community Impact of Chattanooga (2012)

Introduction
During the mid-20th century, Jefferson Heights, Rustville, and Fort Negley were three 
neighborhoods in Chattanooga’s Southside that housed primarily African-American, 
working-class families, many of whom labored in the adjacent iron-ore factories and related 
businesses. In some respects, the Southside was not a particularly desirable place to live 
due to industrial pollution, which was so bad that in the 1970s the US Environmental 
Protection Agency labeled Chattanooga the “dirtiest city in America”. Yet the neighborhoods 
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provided affordable housing, proximate shopping, and, most importantly, access to jobs. 
As deindustrialization proceeded in Chattanooga, the Southside was especially hard hit 
economically. Many people who could find work elsewhere left, with remaining residents 
suffering as local businesses closed, city services declined, and absentee landlords allowed 
buildings to deteriorate. By the 1990s this home to many low-income families, most of whom 
would have been hard pressed to find affordable housing elsewhere, was widely stigmatized 
as dangerous, chaotic, and an unprofitable place for real-estate investment.

This all changed in the early 2000s when new middle-class residents began migrating 
to the area. This was heralded by city leaders as a positive transformation, and one author 
chronicling the change declared that “real families with real kids [emphasis added] are 
beginning to move here [the Southside]” (Ezell, 2004, page 93)—as if the children and 
adults who already lived there were not! Data confirm the impression of rapid gentrification 
conveyed in the media. In a national study of neighborhoods in 2012 the Southside 
District was ranked number one in the country for the rate of out-migration of low-income 
African-Americans (n = 1000) and in-migration of middle-class whites (n = 500), with 
a total population decrease of 500 residents (Walton, 2012). The principal organization 
that orchestrated this population shift was not city government or private developers, 
but Community Impact of Chattanooga (CIC), a nonprofit created through a partnership 
between the City of Chattanooga and private foundations. When a reporter for the local 
newspaper asked the former director of CIC how so many residents could be displaced, 
she responded: “Some people see gentrification as a good thing, some people see it as a 
bad thing” (Walton, 2012, page 2). She may have characterized the issue as unresolved, but 
the actions of CIC indicate which side of the gentrification debate it came down on. When 
CIC initially began its revitalization efforts in the Southside District, it engaged existing 
residents in a community-building initiative and promised them that neighborhood change 
would be driven by, and for, them. Subsequently, CIC did not implement any resident-
proposed plans for improving their neighborhoods, and, instead, chose a mixed-income 
housing development approach that sought to bring the middle class into the neighborhood.

In this paper we extend prior work documenting earlier phases of this initiative by 
critically examining how this urban restructuring occurred and the central role that CIC 
played. The current analytical focus draws from the literature on nonprofit organizations 
as a ‘shadow state’—that is, when nonprofits take on roles that governments once provided 
for citizens—and we extend this theorization to account for private sector influences on 
these nonprofits. While the shadow state perspective has been used primarily to examine 
nonprofits that provide social services, there are nonprofits that perform different functions 
in alignment with the goals of the government as well as the private sector. This study focuses 
on ‘city-building’ nonprofits as one of these types. City-building nonprofits, such as CIC, are 
organizations created, funded, and mobilized by public–private partnerships for the purpose 
of restructuring urban spaces. These organizations may take a range of forms, but they exist 
to draw private investment into areas that are targeted for revitalization by realigning people 
and place.

Since social relations are constitutive of any locality, efforts to alter these configurations 
and transform neighborhood space involve mediation. This paper’s emphasis is on how CIC 
shaped the ways in which neighborhood residents situated themselves toward the revitalization 
initiative, as well as their behaviors. Foucault’s concept of governmentality (Foucault et al, 
1991) is helpful here to examine political rationalities and the practices of governing; that 
is, the ‘conduct of conduct’, and how the activities of the CIC produced certain ‘truths’ 
about neighborhood revitalization that guided neighborhood resident orientations toward 
participation in the initiative. The significance of drawing connections between forms of 
governmentality and city-building nonprofits, using the shadow-state perspective, centers 
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on the way public–private agendas operate through civil society during processes of urban 
restructuring.

Central to the concept of governmentality is the study of how the individual and the state 
“co-determine each other’s emergence” (Lemke, 2002, page 3). Technologies of government 
are deployed at a distance that refocuses attention away from direct state domination to 
the discursive formulation of rationalities that are circulated through society by means 
of programs that seek to create active citizens who are responsibilized to work towards 
achieving certain ends. In other words, effective modes of government operate to construct 
different groups armed with particular ways of thinking, expertise, and forms of knowledge 
to enact policy agendas (Raco, 2003). This entails the construction of legible communities 
out of individuals with defined aspirations and desires in order to engage actively in moving 
forward particular projects such as neighborhood revitalization. In our case those who had 
been socially excluded from city building were incorporated into the fold. In marginalized, 
low-income neighborhoods, this means that residents are the focus of interventions aimed at 
creating space for capitalist investment. Lemke (2002) notes,

 “What we observe today is not a diminishment or a reduction of state sovereignty and 
planning capacities but a displacement from formal to informal techniques of government 
and the appearance of new actors on the scene of government (e.g. NGOs), that indicate 
fundamental transformations in statehood and a new relation between state and civil 
society actors” (page 11).

We argue that shadow-state organizations, and in particular city-building nonprofits, are 
central actors in engaging neighborhood residents to participate in (self-)governing as it 
relates to urban affairs. This involves the development of certain ways of understanding the 
neighborhood as impoverished and in need of intervention. 

Nonprofits and the shadow state
The community-development field has undergone dramatic changes since its inception, 
particularly as it pertains to the role of nonprofit organizations representing the interests 
of low-income and minority residents. During the 1960s, with the rise of Community 
Action Agencies (CAAs) sponsored by the Lyndon Johnson “War On Poverty” initiative, 
neighborhood nonprofits flourished. At that time, CAAs were grassroots organizations 
involved in a range of community-based efforts to improve the life chances of those living 
in inner-city areas. Often these nonprofits were treated as the embodiment of the aspirations 
of low-income minority residents. CAAs were resident-based nonprofits used as vehicles to 
bring needed resources to impoverished neighborhoods. In addition, they also fought against 
urban renewal efforts of cities to raze neighborhoods for redevelopment (Jackson, 2008).

This history of organizing contributes to the image of community-development nonprofits 
as identical to community empowerment. In this sense, nonprofits are conceptualized as 
central institutions of civil society, often perceived as performing advocacy and cofunctioning 
on behalf of a wide variety of populations, many of whom are not connected to networks 
of resources and societal power (LeRoux, 2007). And, in principle, these organizations 
are a central vehicle that provides aid for underserved segments of society. Alternatively, 
nonprofits may play a crucial role for political and economic elites in a variety of ways. 
For example, they incorporate potentially disruptive populations into more mainstream 
activities that largely reproduce the status quo (Arena, 2012). Not taking these relationships 
into account may conceal the intersecting or overlapping roles between sectors, even if this 
dynamic remains hidden from the public eye (Hula et al, 1997). In their historical analysis of 
community-development nonprofits, Newman and Lake (2006) contend,

 “ the democratic/redistributive goals of the community development movement were 
displaced by federal and local governments, private philanthropic institutions, and other 
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interests intent on recreating community development as a place-based strategy for 
rebuilding neighborhoods, narrowly conceived, rather than as a strategy for the political 
incorporation of neighborhood residents” (page 46).

From this perspective, nonprofits that were once defined by their community-organizing 
approach have now been “transformed into bureaucratized and quiescent appendages of the 
shadow state” (page 46).

This use of the shadow-state thesis is based on Wolch’s (1990) original theorization 
about the rolling back of the welfare state as relying on “a para-state apparatus comprised of 
multiple voluntary sector organizations” (page xvi) that remains under the control of different 
government agencies to determine program eligibility and services for different populations. 
Indeed, state institutions may actually create nonprofit entities to implement public policies 
with this in mind (Salamon, 1987; 1995). Notwithstanding paradigmatic debates around the 
forms that this takes and resulting effects upon civil society, more recent work has called 
for a relational view of the shadow state, one that recognizes the “multiple relationships that 
develop between state institutions and nonprofit organizations” (Trudeau, 2008, page 670). 
While acknowledging nonprofits’ varied relationships with government agencies, there 
remains a lack of understanding as to how the shadow-state concept can account for the 
ways that the state and civil society “incorporate the market in their (re)configuration of 
power” (Perkins, 2009, page 397, original emphasis). One earlier study has worked through 
part of this as it pertains to the privatization of social service delivery as a part of spatial 
expansion of neoliberalism. Mitchell (2001) demonstrates how the proliferation of voluntary 
organizations that occupy a space in between state and civil society forms a shadow state 
“to help entrench the original economic policies of neo-liberalism in a hegemonic and 
recursive process” (page 167). Less is understood about shadow (state) institutions expressly 
created by market and state actors to engage in city-building and neighborhood revitalization 
initiatives. That is, how do these entities operate to serve the interests of both public and 
private organizations while interfacing with different publics?

Nonprofits have long been involved in managing neighborhood affairs, including the 
provision of social services, production of housing, and neighborhood redevelopment. 
Therefore, it is significant to substantiate the claim that city-building nonprofits are unique 
while noting similarities. Heuristically, we draw upon the work of McQuarrie (2013, 
page 148) to highlight three different historical stages of the community-development field:

 “The first stage was characterized by community organizing groups that engaged in 
contentious politics and used participatory deliberation to make decisions. The community 
organizing groups were eliminated from the field in the course of competition with 
emergent community developers. The second stage was characterized by a competition 
between clientelist and technocratic community development corporations. This resulted 
in the ascendancy of expert authority in the field. The third stage was characterized by 
consensus organizing that, since 2000, has been deployed as a participatory practice 
valorizing collaboration and partnership. Rather than serve as a challenge to elite and 
expert authority, participation is now deployed as a tool of that authority.”

While this temporal distinction is meant to sketch out the broad shifts in urban politics that 
have shaped nonprofits operating in some sort of neighborhood-redevelopment capacity, 
McQuarrie (2013) implicitly deploys a Foucauldian analysis in that each period is marked 
by different technologies of participation to create and engage place-based communities. 
Likewise, Cruikshank (1999) observes that the CAAs of the 1960s were governmental in 
the sense that they constructed the category of the poor in order to mobilize them to be 
responsible for rising out of poverty:

 “To govern, then, means first to stir up the desire, the interest, and the will to participate or 
act politically. Establishing a relationship of governance requires first reconstituting the 
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poor and powerless as acting subjects. In short, according to the logic of empowerment, 
the poor must be made to act” (page 82).

Cruikshank’s analytic, applied to the emergence of CAAs during Lyndon Johnson’s “War 
on Poverty”, is appropriate for the study of city-building nonprofits of the current era, as 
these more recent entities also rely on creating the poor in order to incorporate them into 
neighborhood-redevelopment efforts.

The difference between the 1960s and today is that neoliberalism has now matured. No 
longer are impoverished, minority group members given the latitude to be adversarial in 
relation to state and markets actors; rather, they are enrolled as a community to participate 
in consensus-building exercises. In other words, residents in neighborhoods of opportunity 
have been incorporated into the urban growth machine by the narrative of post racial politics. 
City-building nonprofits operate with the currency of inclusion. Whoever is willing or 
able to participate in neighborhood redevelopment can have a seat at the proverbial table. 
However, such inclusion often does not engender a “proper political dimension” when there 
are incommensurable demands over spatial planning between those defined as stakeholders 
(Haughton et al, 2013). From a governmentality perspective, particular demands may be 
voiced during neighborhood-redevelopment efforts, but only insofar as they do not challenge 
the overarching framework of neoliberalism. Thus, anticipated forms of resistance are 
internalized as constitutive moments of governmental programs. Yet, there is always the 
possibility of disruption when the “demand for equality cannot be accommodated within 
the existing sociopolitical order, but requires its wholesale transformation” (Haughton et al, 
2013, page 222, drawing on Rancière, 1995).

It is within this context that we suggest a new breed of city-building nonprofits has 
been established by public and private sector interests to spur capitalist expansion into 
neighborhoods that have, from the mid-20th century, experienced a disinvestment cycle 
(areas typically referred to as low-income neighborhoods). These nonprofits are spatially 
and historically specific entities that coincide with the shift of urban government from a 
managerial role to taking on entrepreneurial trappings (Harvey, 1989) and fulfill a range of 
potential functions that provide a buffer “from extensive citizen participation and pressure, as 
compared with traditional democratic organs of city government” (Arena, 2012, page xxiv). 
Some are newly established organizations that are backed by large corporations alongside 
city government (Addie, 2009; Fraser et al, 2003), or nonprofits that may have once been 
considered grassroots but now serve the interests of urban growth coalitions (Kirkpatrick, 
2007). Whether their activities are framed as neighborhood stabilization, redevelopment, or 
revitalization, the work that city-building nonprofits do in orchestrating urban restructuring 
is substantial (Addie, 2009; Fraser et al, 2003; Kirkpatrick, 2007).

City-building initiatives aim to create new spaces comprised of different sets of social 
relations than originally existed in impoverished neighborhoods. Huxley (2008) notes,

 “Space, then, is inseparable from government: projects of government imagine spatial and 
environmental causalities (Huxley, 2006), draw up plans and programmes that deploy 
spatial techniques, and aspire to produce spatially specific conducts, even as they provoke 
counterconducts and counterspaces” (page 1647).

Since these urban restructuring projects occur on existing landscapes constituted by residents 
and their associations, it is important to consider how city-building nonprofits interface 
with them. Often this has a governmental component where “there is an increased concern with 
defining and shaping ‘appropriate’ individual and community conduct, regulation and 
control” (Raco, 2003, page 78). City-building nonprofits not only seek to change the material 
landscape of a neighborhood but, necessarily, to govern resident conduct so it is in alignment 
with revitalization goals. Yet, the dynamics that operate between city-building nonprofits 
and different stakeholders have not received attention in the literature on urban restructuring.
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Methods
Data sources for the analysis include three sets of interviews conducted with key stakeholders 
in the neighborhood-change initiative; planning and development documents produced 
during the initiative; baseline neighborhood survey data collected in 1999 from residents; 
documentary evidence in the form of content analyses of the Chattanooga Times reports on 
the neighborhood and the activities of the nonprofit; and field notes from planning meetings 
among coalition members who are community members conducted from the inception 
of the initiative through to the close of our intensive observations in 2009. Interviewees 
include three consecutive mayors of the City of Chattanooga; city neighborhood services 
staff; private investors; developers; public–private development organization staff, such as 
the Chattanooga Neighborhood Enterprise and RiverCity Partners; realtors; lenders; CIC 
staff and board members; and over thirty neighborhood leaders and traditional residents. 
Where possible, the same people were interviewed in all time periods, but some officials 
left their positions and were replaced. The interview data are complemented with secondary 
data documenting the vision, implementation, and outcomes of neighborhood-revitalization 
efforts related to the Southside Historic District. The data include development plans; 
demographic data on social and physical characteristics of the neighborhood; and survey data 
from a representative sample of Historic Southside District residents (n = 123). Together, 
these sources set the empirical foundation for assessing people-based and place-based change 
in the Southside Historic District.

Neighborhoods of opportunity (1998–2000)
In 1998 the City of Chattanooga and the Lyndhurst Foundation, along with four other 
local foundations, created CIC, a private nonprofit, charged with coordinating the design 
and implementation of redevelopment plans for neighborhoods adjacent to the city center, 
including Rustville, Fort Negley, and Jefferson Heights, which we refer to as the Southside 
and subsequently the Southside Historic District. The formation of CIC occurred during a 
time when Chattanooga’s downtown business and tourist district was rapidly redeveloped, 
yet this newly successful area was surrounded by many inner-city neighborhoods that had 
been largely untouched by redevelopment for over forty years. The Southside was targeted 
for redevelopment by political and economic elites because they considered it a logical 
extension of the downtown revitalization effort, as it is the endpoint of a major connector 
that runs from the Tennessee River at one end of the downtown district to its termination 
point, the I-24 expressway. It was also an area comprised of either vacant land or low-income 
households that were perceived to be both a challenge and an opportunity for the city to 
stimulate redevelopment. Former Mayor of Chattanooga, Bob Corker, stated:

 “Chattanooga has a property tax-based economy, our government is a property tax-based 
economy, basically sends most of its sales tax to Nashville, and drags a little bit of sales 
tax off, but it lives and dies on property taxes, so the more you can develop the areas that 
already have roads, and water and sewer and utilities and schools and fire halls and police 
departments and that infrastructure, ideally the better off city hall is gonna be and county 
government’s gonna be because they’ve really put nothing more into that house so there 
are political reasons for, particularly in property-tax based states for cities to revitalize 
their inner core” (emphasis in original).

This perspective, which was offered by multiple city officials and foundation board presidents, 
highlights the multiscalar forces that influenced the political economy of the Southside. None 
of the respondents suggested that improving the quality of life for existing residents was a 
priority, although that line of reasoning was subsequently deployed by CIC to gain resident 
support for the revitalization efforts. Rather, CIC board members indicated that the Southside 
needed to become a “live, work, play space where everything one wants to do is available 
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at a walkable scale.” One board member stated that creating this type of environment would 
hopefully “attract a person who really can be anywhere”, which coincides with Mayor 
Corker’s analysis that the neighborhood needed to be restructured as a “neighborhood of 
choice” for more affluent populations.

Many of these key decision makers also agreed that the city government alone was not 
going to be able to achieve urban restructuring goals, stating that market confidence would 
need to be built before private developers would be ready to invest their resources and take 
a risk on the longer term trajectory of the area. What was needed, many believed, was a 
nonprofit that would be able to shepherd the revitalization process: thus CIC emerged as 
a shadow organization. Conceptually, this is a different situation than other treatments of the 
shadow state. First, the City of Chattanooga and private organizations, led by the Lyndhurst 
Foundation, created the CIC in order to stimulate neighborhood revitalization. And, while 
the route towards this objective remained open, these stakeholders expected tangible signs 
of neighborhood improvement measured, in part, by increased economic and housing 
development. Second, since CIC was a nonprofit, the public–private stakeholders were able 
to govern at a distance. Although the City of Chattanooga and private foundations funding 
CIC dictated its mission, the city, for example, was not using its legal–juridical powers to 
claim eminent domain of Southside properties, and the foundations were very much in the 
background representing ‘old money’ interests. Third, CIC opened up possibilities to recruit 
and shape neighborhood residents’ participation in creating the conditions to support eventual 
state and market sector investments. As one foundation leader described the situation:

 “Only in more recent years has the issue of the poor city neighborhoods that surround 
downtown also sort of gotten on the agenda as an important part of the city’s future. We 
know the community needs to be there in an important way since resident involvement is 
key to our efforts” (emphasis added).

Yet, as significant as resident involvement might have been for the Southside’s revitalization 
goals, enough stakeholders—including the city—felt that such involvement needed to be 
guided by an organization (eg, CIC) to carry out the plans of the public–private consortium 
to redevelop the Southside.

In a departure from the accounts of city leaders, CIC’s approach toward neighborhood 
revitalization was not couched in terms of attracting newcomers to the Southside, but 
rather as a community-building initiative to benefit current residents. CIC’s mission 
statement read that it was a catalyst to “create an improving quality of life for participating 
neighborhoods through support of neighborhood associations and partnerships with 
other key organizations”, and the stated purpose for working with resident communities 
was to generate positive change on a range of predetermined indicators: improvement in 
education; high school completion; employment for each family; a decrease in single-parent 
households; an increase in neighborhood safety; and physical revitalization of neighborhoods. 
These goals, which emerged from an agreement between CIC’s funders, highlighted the 
neighborhood-revitalization hopes of political and economic elites, but also focused on 
human capital development.

The actual strategies to attain these goals had an emergent quality as CIC staff deve-
loped relationships with other organizations in the community-development field. The primary 
rela tionship that CIC built was with the Aspen Institute’s Roundtable on Comprehensive 
Community-Building Initiatives. The Aspen Institute introduced CIC to ‘community capacity 
building’, which trained residents to organize as a community to manage neighborhood 
affairs. The underlying logic of this approach was that impoverished neighborhoods that 
were socially disorganized and poorly linked to external organizations could improve only if 
neighborhood residents mobilized as a collective. A key challenge for CIC staff was to gain 
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entrée into the social space of the neighborhood and to persuade residents of the benefits of 
participating in such an initiative.

CIC invited Southside residents to attend a series of workshops to learn about the 
nascent community-building initiative, including grants that CIC proposed to make to their 
neighborhood association to carry out neighborhood projects. These sessions were highly 
orchestrated in that CIC not only unilaterally designed them but also chose to bring in a range 
of community-development experts to lead them. CIC began the workshop sessions with a 
presentation of data that depicted the ways in which the Southside lacked the characteristics 
of a healthy neighborhood. These included statistics on the extent of poverty, crime, lack of 
homeownership, municipal code violations, employment, educational achievement, and 
other demographics. Then the consultants provided residents with potential strategies for 
building community and carrying out projects to address the CIC-defined indicators. While 
residents shared their concerns about the neighborhood, all of the proposed lines of action 
were based on consultant-provided examples of projects that were deployed in other cities. 
Even though these workshops provided a space for residents to offer their experiential 
knowledge of the Southside, this information was invariably made legible through the frame 
of developing community capacity to address neighborhood problems.(1) In speaking about 
these workshops, the former director of CIC stated,

 “ I think every major project involves some professional expertise and citizen engagement, 
an opportunity for people to really articulate and go through exercises that help show 
them what their priorities are” (emphasis added).

While this may appear to be a process whereby CIC officiously told residents what to do and 
how to think about themselves in relation to their neighborhood, residents were enthusiastic 
about embracing the idea that they had autonomy to act as agents of change. The workshops 
certainly provided a general framework with which CIC hoped residents would operate, and 
these events shaped the ways in which residents came to reconceptualize their neighborhood. 
Outside of the meetings, we witnessed residents increasingly becoming enamored with the 
idea that they could come together as a community and develop their own projects. They 
were responsibilized as a community that developed a sense of being connected to their 
neighborhood in a new manner. With the use of statistics to monitor neighborhood change, 
they engaged in self-governing. CIC, in its capacity as a shadow organization for public 
and private stakeholders, was able to provide a mechanism through which governmental 
rationalities were translated into everyday behaviors of calculation.

Measuring a neighborhood poverty rate—the number of ‘blighted’ properties in an area, 
or the percentage of renters versus homeowners—is such a common practice in the field 
of community development that these are taken-for-granted ways to depict neighborhoods. 
However, indicators are governmental insofar as they orient residents (and others) toward 
specific ways of interpreting a particular place. As Rydin (2007) argues,

 “ [c]alculation thus assists in shaping subjectivities through the act of calculating. It also 
defines objects through the outputs of calculation. And the standardisation of such 
calculation processes spreads the influence of this dual construction of subject and object 
throughout networks” (page 612).

Calculation conditions residents to see their interests as served by community building and 
related projects aimed at improving their neighborhoods. It also reproduces the notion of 
an imagined neighborhood community, and the associated responsibility that one has, as 
(1) Rose (1996) theorizes that ‘Government through community’ involves a variety of strategies for 
inventing and instrumentalizing these dimensions of allegiance between individuals and communities 
in the service of projects of regulation, reform or mobilization” (page 334). CIC workshops were 
clearly a call for reform and mobilization as the implicit message throughout the sessions was that 
residents lacked, but could build, community.
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a resident, to perform acts signaling status as a neighborhood citizen. While the residents 
assessed themselves as neighborhood community members, other stakeholders, such as 
CIC, simultaneously evaluated the residents in terms of their capacity to approximate the 
characteristics of normatively successful neighborhoods. In other words, community is a 
zone for calculation (of measurement) and plays a critical role in legitimating support for the 
quasi-autonomous projects that residents propose to enact in their neighborhood.

While the initial phase of the community-building initiative was successful at recruiting 
residents to participate, after a year of multiple weekend workshops they began to voice 
opposition to what they perceived to be an incessant plan-making phase. Southside leaders 
enlisted their neighbors to attend CIC meetings and demand funding for resident-proposed 
projects. When CIC did not act on these requests, residents began to voice concern that CIC was 
not supportive of a resident-driven approach toward revitalization. A subset of residents from 
the Southside built relationships with residents from other CIC-targeted neighborhoods in the 
city and drafted a document entitled “Neighborhood Concerns”. This document listed resident 
concerns with most of the dimensions of CIC’s community-building effort and concluded 
in one line: “Whose agenda, the community’s or C.I.C.?” It was not that the participating 
residents in the Southside questioned the underlying rationale that they could, as a community, 
make their neighborhood a better place. Neighborhood resident discontent was due to their 
belief that they could lead the community-building initiative.

The meetings we attended in the Southside were filled with conversations among residents 
who questioned whether CIC truly supported a resident-driven neighborhood-revitalization 
approach. We were also the lead researchers for CIC and had access to their meetings. It 
became apparent that CIC was a shadow organization beholden to public and private 
stakeholders that wanted to see major capital investment in the Southside. These political and 
economic elites expected CIC to build community and mobilize residents to enact projects 
in alignment with capitalist expansion into the neighborhood. These stakeholders made it 
very clear to CIC that a resident-driven approach was not feasible in light of their economic 
goals. Consequently, CIC dismissed the residents’ call for authority, stating that it was not 
the initiative that was flawed but that residents had not demonstrated sufficient progress 
toward building the community capacity required to manage a neighborhood project. Many 
residents who had been engaged became openly defiant toward the entire project. In response 
to CIC’s accusations, the Southside neighborhood association distributed a newsletter to 
all the households in the area, charging CIC with dishonesty in its offer to provide funds 
to the neighborhood so that residents could carry out improvement projects. CIC offered the 
rejoinder:

 “We are still not where we need to be. Again, we should refocus our efforts to build a 
resident association. This has to be the driving force.”

As there was already an operative resident association, this message was not well received and 
consequently raised resident concerns that the CIC did not support a truly community-driven 
approach toward neighborhood redevelopment.

This breakdown between the residents and CIC was matched by the CIC board’s 
discontent with the progress that had been made during the first year of the initiative. While 
the initiative mobilized citizens to take responsibility for developing plans and implementing 
projects to improve their neighborhood, the CIC board felt that the neighborhood was still far 
from being a place for economic development. When neighborhood residents took seriously 
CIC’s community-building initiative and designed projects geared toward the needs of those 
currently living in the area, CIC was not forthcoming with promised resources. Instead, the 
CIC board was interested in creating housing markets intended to attract higher income 
people to the Southside. CIC had been able to ‘soft-peddle’ the more colonial ambitions of 
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the board by focusing on the benefits of community participation for the people who already 
lived in the area. This was a luxury that CIC would soon be doing without, as the board 
clarified a new direction and renamed the initiative “Neighborhoods of Choice”.

Neighborhoods of Choice and beyond (2001–12)
The Neighborhoods of Choice plan for the revitalization of the Southside was a radical 
departure from the prior community-building approach. Its overall theme was to create 
“competitive neighborhoods” where people “with a choice” would want to move. This new 
blueprint highlighted mixed-income housing development as the catalyst for neighborhood 
change. As there was only low-income housing in the Southside, this amounted to building 
new market-rate housing. The author of the plan, a national consultant hired by CIC, stated:

 “The City, in order to maintain income diversity and increase the tax base, needs to focus 
attention on retaining and attracting middle and upper income residents as well as on 
providing affordable housing for working households … . Housing investments must 
be made to promote healthy communities and not merely for constructing affordable 
housing units. There needs to be a better allocation of resources based upon the likelihood 
of a successful outcome. Need alone should not be the sole determining factor in deciding 
where to invest resources” (emphasis added).

He explained that it was time to “have the players together to understand the plan and come 
to some sort of consensus about each other’s responsibility.” CIC’s board members began 
this process by hiring a new CIC director with housing-development experience, and they 
retained RiverCity Incorporated (another nonprofit) to initiate a ‘buy and hold’ program, 
where CIC funds were used to acquire Southside properties and assemble them for private 
sector housing development.

In addition, a key player in this redefined initiative was the Chattanooga Neighborhood 
Enterprise (CNE), a housing nonprofit that was funded by the City of Chattanooga and the 
Lyndhurst Foundation. CIC identified CNE as the first developer to engage in market-rate 
housing production in the Southside. This culminated in CNE erecting Cowart Place—a set 
of town houses and nearby detached units. As a project, Cowart Place was an expression of 
a possible future for the neighborhood. It was the first attempt to build upmarket housing 
for a higher income population and, as it stood in stark contrast to the other housing in 
the area, it was much more than a cluster of houses; it was a symbol of the impending 
gentrification looming over the area. When the Cowart Place units began to sell, private 
developers purchased more land upon on which to build additional market-rate housing. 
The city provided developer incentives and the Lyndhurst Foundation offered homebuyers 
grants to offset the sales price of Cowart Place units. These economic strategies undercut 
the previously governmental techniques of community building, supplanting them with a 
neoliberal mentality.

While the development of housing in the Southside produced material units, these 
were accompanied by a new neighborhood-revitalization story that highlighted the role of 
nonprofits in stimulating market demand for housing. Since CIC board members were also 
the funders of CNE, they were able to shift the mission of CNE from a nonprofit that focused 
exclusively on affordable housing to an organization serving “all Chattanoogans”. In the 
Southside, this meant serving the needs of potential homebuyers who had higher incomes 
than residents currently residing in the neighborhood. A CNE manager stated:

 “What CNE’s role is really, as we talked about, is as a market builder. And the easiest 
place to begin is with rehab. One, it’s cheaper, not always, but a little bit cheaper; and 
two, you don’t have fights with the neighborhood about building new stuff and zoning 
changes. That comes later as you build up. And three, the market won’t do this stuff so 
we’re [CNE] working where the market is not.”
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The push to get new residents in the Southside derived from a desire to generate enduring 
neighborhood change. In speaking about CNE, its founder and, at the time, mayor of 
Chattanooga and board member of CIC and RiverCity Inc., Bob Corker, said:

 “ I think we also learned that really our focus should be neighborhood revitalization because 
what you can do is go into a neighborhood and build all low-income housing then what 
you end up having is a low-income neighborhood. What we know is healthy today is that 
we need to have people of different incomes living together in the same neighborhood. 
CNE has a subsidiary, CEFI, that focuses only on market-rate housing. CIC had a lot to 
do with CNE changing its approach.”

Further, in speaking of attracting private sector developers to the Southside, the former 
director of CIC, Sarah Morgan said:

 “We know that one element we must do is sell the neighborhood. They’ve got to know 
that we will absorb some of the risk because we are targeting middle-income households 
to live in the city. They’re [higher income households] willing to move in without it all 
being there, but they want to see what’s coming. So what we do is have enough going on 
that we can tell the story of the neighborhood.”

Indeed, a coalition including CNE, RiverCity Inc., and the City of Chattanooga—all led by 
the new CIC vision for neighborhood revitalization—rolled out a mixed-income housing 
initiative that dramatically changed the composition of the neighborhood.

The people who moved into Cowart Place were referred to by CIC, CNE, and the media 
as “urban pioneers”, a term that could be understood only in contrast to the existing, low-
income residents in the neighborhood. The pioneers, according to a CIC-sponsored realtor, 
were people who “could be persuaded into moving to the Southside first.” The president of 
the Lyndhurst Foundation said:

 “ In the Southside, products were being offered to poor and marginal families to either 
fix-up or buy a house. The voices of the neighborhood were coming into place, but that 
is not enough to get us to the place we want to go.”

He added,
 “What would stabilizing low-income families into affordable housing do to cause other 
people to invest in the neighborhood?”

Additionally, the Regional Planning Agency for Chattanooga lead planner stated,
 “You have to have a mix of housing types so that you have a mix of people, and like we 
said before, you know you’re not gonna get people with families without it.”

This mentality of colonizing the neighborhood so it would be rescued from low-income 
families was pervasive, but spoken about in terms that suggested it was a benefit to everyone, 
including existing neighborhood residents.

When the Cowart Place Homeowner’s Association was established, CIC was able to have 
more distanced relations with the Southside Neighborhood Association by turning toward 
new residents for ‘on the ground’ support. CIC’s intentions were evident to the Neighborhood 
Association president and, when asked how residents were talking about the focus on 
mixed-income housing development, he said,

 “The majority is not crazy about it, and that’s what’s been a problem. Just looking at the 
face of it all, rich people moving in and buying up everything and taking over. That’s 
pretty much the way I would think the general person would say.”

He continued,
 “There’s change coming and everyone sort of realizes it will never be the same.”

But change had come when CIC shifted its rationale for revitalizing the Southside. A colonial 
mentality of mixed-income housing development took precedence over the community-building 
initiative.
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One example of how CIC had changed its orientation toward existing neighborhood 
residents was the stark contrast between the multimillion-dollar investment to build market-
rate housing and the meager funding it provided for a children’s reading center located in the 
Southside Neighborhood Association building. It could afford to stay open only a few days 
a week. One resident said:

 “ the kids come over here. It’s like twenty-five kids and they be lying about the door trying 
to figure out, you know, a way to get ’em in. You know it ain’t working when we got 
small kids that need to learn how to read and teenagers that really need to be studying 
something else. But it’s just we don’t have a park, no recreation center, you know nothing 
in the area right now, and they flock over here on Mondays.”

The reading center was a sad reminder of the promises CIC had made to the residents. Even 
so, the capillary power exercised within the neighborhood maintained relations between 
residents and CIC even in the face of what could be considered gentrification by stealth.

Following the success of CNE’s Cowart Place, which was valued at approximately 
$8.2 million, CIC sponsored a new business, “Live Urban”, which was charged with 
marketing the newly minted Southside Historic District to more developers as well as 
potential homeowners. Indicative of the major transformation that occurred in the area was 
that at the beginning of CIC’s initiative in 1998 there were approximately 250 households 
in the entire Southside area. By summer 2006 there were an additional 260 units of housing, 
valued at approximately $25 million. Amidst this fast-paced development in the area, many 
of the long-term residents found the transformations daunting as rents increased and existing 
homeowners struggled with the upkeep of their homes. In addition, many residents began 
to be vocal about the gentrification efforts in their neighborhood. During a focus group we 
conducted with neighborhood leaders and seventeen residents, one respondent said,

 “CIC and the media make the area out to be crime-ridden and bad so they can justify 
coming in and doing what they want to do.”

Many people in the group agreed with this statement. Another resident responded,
 “The community has been in the trenches working hard every day to try to build their 
neighborhood up, but the city has neglected us.”

They expressed apprehension about being targeted by CIC for redevelopment. Four more 
respondents began a discussion about how existing homeowners would fare in the midst of 
the revitalization. A resident hypothesized,

 “ some people will not be able to keep their property up to code. Everything will become 
more watched and folks who can’t afford to take care of their homes will have to leave.”

A man sitting next to his wife and 7-year-old son added,
 “ I want to know what CIC thinks about this. How are they going to address this issue and 
assist people staying in their homes?”

He continued,
 “ It’s like a Catch 22. These people want to own their home and stay in the neighborhood. 
They want to see the neighborhood become better, but as it does they may not be able to 
stay here.”

While residents voiced their sense of vulnerability, many still supported the mixed-income 
housing strategy for neighborhood revitalization. They just did not want to be excluded.

Virtually none of the existing residents qualified for the new homes, although they 
continued to receive some CIC support. For example, the residents’ Neighborhood 
Association secured “housing façade grants” from CNE to improve the outward appearance 
of their houses. According to one neighborhood leader:

 “ It was as if the Community Impact folks were saying that this was not a wise way 
to spend our money. But you [CIC] wanted us to choose how we wanted to do this 
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[neighborhood revitalization]. One of the things we sought to do was to make sure that 
there was something going to the residents that lived in this community and not just 
remove them from our community. So, one of the things we had to struggle real hard with 
was to provide funds to those of us who lived in the community to upgrade our property 
on the outside. This was a tough sale to the Community Impact, a very tough sale.”

Even in the face of what scholars have called new-build gentrification—a process whereby 
large-scale new development does not directly displace residents from their homes but 
changes the economic landscape of a neighborhood (Davidson and Lees, 2005; 2010; Lees 
et al, 2008)—Southside residents continued to build community and attempt to claim a 
‘right to the city’. Yet, one neighborhood leader suggested that CIC’s role in relation to low-
income residents had become “more of a management of neighborhoods than it was capacity 
building”.

The initial Southside community of 1998 was now a fractional subset of the new 
neighborhood being built by multiple developers, lenders, and realtors, all aided by public 
expenditure and private funds funneled through CIC. The Neighborhood Association’s 
influence over the revitalization program had dwindled to running minor social service 
operations that were underfunded. In addition, the Cowart Place Homeowner’s Association 
refused to collaborate on any projects with them. In 2006 the Southside Historic District 
‘graduated’ from CIC’s community-building program with much fanfare. And while CIC 
continued to deploy the lexicon of building a mixed-income community, for all practical 
purposes the long-time, low-income residents increasingly found themselves a minority in 
their own neighborhood. In 2009 the Southside Neighborhood Association leader, Larry 
Means, stated in a Chattanooga Times article, “As the private developers moved in, that 
whole initiative [CIC community building] got pushed aside. The private homebuilders and 
the private people don’t care about affordability … if they can push prices to $200,000 or 
$300,000, that’s what they’re going to do” (Ryan, 2009, page 1). The article continued that 
some of the displaced renters were provided with moving costs to leave the neighborhood 
while CNE was selling off its properties to private developers. CIC, as a city-building 
nonprofit, had created market demand to move higher income people into the neighborhood, 
while maintaining that the community had been well served.

Between 2000 and 2012 housing prices rose dramatically, and the majority of the former, 
low-income residents were displaced from the neighborhood (Walton, 2012). CIC formally 
disbanded in 2012, stating that its work had been completed in the central city neighborhoods 
of Chattanooga. However, the Lyndhurst Foundation continued to pour hundreds of thousands 
of dollars into ventures taking place in Southside. One of these was a nonprofit, “Create 
Here”, which provided incentives for artists and ‘creatives’ to relocate to the Southside 
Historic District. There emerged a neighborhood-redevelopment narrative that rendered the 
low-income residents invisible. On the “Create Here” website one of the founders stated: 
“In 2006, Chattanoogans had the broad perception that their Main Street and the adjacent 
Southside residential area was an abandoned and dangerous neighborhood, one which had 
long since ceased to be animated and vibrant” (Create Here, 2012). Notwithstanding the 
post-CIC investments, what became fairly obvious to residents is that the CIC operated as an 
organization that did not represent their interests, but rather, the objectives of public–private 
stakeholders that operated through this shadow organization.

Discussion
The shadow-state concept has provided a useful tool to conceptualize the ways in which 
voluntary organizations (ie, nonprofits) have taken on service delivery functions that were 
once the domain of government, and additions to that literature demonstrate that these 
relations are multidimensional. The relational view of the shadow state has provided a 
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more nuanced analysis of the shifting power relations between state and nonprofit actors 
(Trudeau, 2008). Recent contributions have also noted and demonstrated that, in order for 
the shadow-state concept to be useful, it is imperative to understand how market forces shape 
state–nonprofit relationships (Mitchell, 2001; Perkins, 2009). In this paper we have taken 
into account the ways in which public and private sector interests shape the activities of a 
shadow organization, and applied the shadow concept to an organization that is not a social 
service delivery entity but rather a city-building nonprofit created by the City of Chattanooga 
and local foundations expressly for managing urban restructuring and neighborhood resident 
participation. This application is unique in that it draws upon the concept of governmentality 
to demonstrate that state and market stakeholders created this shadow organization to govern 
at a distance, but our conceptual development may very well be applied to other shadow 
(state) institutions.

The inclusion of the socially excluded—those who live in impoverished city spaces—
has been a prominent theme in neighborhood-revitalization policies (Amin, 2005). Wallace 
(2010) notes, “[t]his has involved the civic sphere being increasingly invited to participate in 
partnerships with the state and market actors in hybridized subnational or local governance 
spaces” (page 805). While these spaces are, at times, characterized as potential openings for 
the socially excluded to gain traction politically by being articulated with urban governance 
regimes (Martin, 2004), this all depends on the manner in which projects are orchestrated.

CIC was a shadow organization whose efforts were shaped by its board. However, at 
the same time, CIC was the ‘on the ground’ organization working with residents to define, 
govern, and manage resident behaviors through the formal construction of the Southside 
as a site of pathology requiring intervention for the sake of the neighborhood’s well-being. 
During initial meetings with residents, CIC used certain indicators as a lens through which 
the neighborhood became knowable as and object upon which a revitalization agenda could 
be mapped. Rydin (2007) suggests, “it should be apparent that indicators can be considered 
a potential governmentality technology and that insights may be gained from taking such a 
perspective” (page 612). In the case of CIC, it not only presented indicators around housing, 
crime, neighborhood infrastructure, and human capital variables, but also brought in 
community-development consultants who were presented to residents as experts on how to 
improve these “unsustainable conditions”.

Expert-driven community-development practices not only make the production of locality 
through calculation seem routine, but also supply discourses of expertise that take the form 
of suggested ‘best practices’ for neighborhood revitalization. In part, these narratives provide 
rationales for certain lines of conduct and define the roles that different stakeholders need to 
perform in order to carry out these interventions. Thus, expert narratives shape the contours 
of what constitutes appropriate involvement in neighborhood-revitalization initiatives. 
Importantly, when expert discourses are deployed to guide resident orientations toward their 
neighborhood, they are governmental. Fallov (2010), more generally, states:

 “The ‘management of possibilities’ connotes, therefore, the construction of particular 
horizons for inclusion, the imposition of particular modes of employability and active 
citizenship. It is a perspective that focuses on all the ‘practices that try to shape, sculpt, 
mobilize and work through the choices, desires, aspirations, needs, wants, and lifestyles 
of individuals and groups’ (Dean, 2009), in other words, on the governance of the 
practice of self-governance” (page 797).
While city-building nonprofits may wield a great deal of control over the entire enterprise 

of facilitating new mentalities and practices of governance, this is not to suggest they always 
succeed. Governmentality “presumes that actors have choices. Choice, in turn, signifies 
that governmentality pertains both to the ‘conduct of conduct’ as well to the possibility of 
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rejecting norms and everyday practices associated with normalization” (Ettlinger, 2011, 
page 13). For city-building nonprofits, maintaining resident involvement in the revitalization 
initiative was an ongoing accomplishment complicated by differing goal sets that existed 
between a city-building nonprofit, its board of public–private stakeholders, and residents. 
Even if all stakeholder goals for neighborhood revitalization are similar in the broadest sense, 
the timing in which revitalization strategies are implemented can itself become problematic. 
As Weber (2002) notes, “[t]he temporal horizons of investors, developers, and residents 
rarely coincide” (page 518), and city-building nonprofits may find themselves embroiled in 
relational difficulties in the sense of keeping all stakeholders, including residents, involved 
and relevant in a revitalization effort.

When the community-building process took too long to produce tangible neighborhood 
change, the state and market actors radically redefined the shadow organization’s mission 
to redevelop housing to attract new middle-class residents. While CIC maintained 
relations with neighborhood residents through weakly connected programs such as 
funding the afterschool reading center and providing façade loans for homeowners, it became 
the purveyor of a market-rate housing program that sold much of the neighborhood as it 
became available. This direct intervention into neighborhood affairs without bringing the 
community along in a meaningful way—such as producing affordable housing for current 
residents—was indicative of the complex power geometries that existed between the CIC 
shadow-state organization, its board of state and market actors, and, in contrast, residents. 
Certainly this power was not centralized in a single actor; rather, it was exercised through 
the ongoing interactions between select neighborhood residents, CIC, its board, and the 
larger consortium stakeholders. Clearly, the end result of their neighborhood revitalization 
initiative was considerable displacement of African-American residents given the overall 
population changes that took place between the 1990s and 2012 and the in-migration of 
a sizeable, affluent white population. As we mentioned earlier, the Southside district was 
recently ranked first in the US for the rate of out-migration of African-Americans. Our 
interview data with state and market actors—including mayors, foundation board members, 
developers, lenders, and realtors—suggest that these stakeholders were involved in the 
effort to attract capital investment in hopes of making a profit as opposed to the welfare of 
long-time residents.

The shadow-state concept, as presented in prior treatments, does not really apply to CIC 
as it was not standing in for the state. CIC was an entrepreneurial investment made possible 
by a public–private partnership between the city and wealthy foundations representing key 
businesses in Chattanooga. The term ‘shadow organization’ represents this reality. More 
generally, the emergence of city-building nonprofits is another example of the shift from city 
managerialism to entrepreneurialism (Harvey, 2001). The current analysis demonstrates how 
one of these shadow organizations was able to create the conditions within which residents 
engaged in self-governance, bringing them into alignment—albeit imperfectly—with the other 
members of the growth coalition. Future studies of urban restructuring through the deployment 
of shadow organizations will need to explore the additional ways these entities operate as it 
appears that city-building nonprofits will increasingly play a pivotal role in the production 
of urban space.
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