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E n vied by other nonprofits, CAE had

slow ly socked away a $90 million endow-

ment.

CAE had always been run by its MSW

founder, Marion Sand fort, so insiders

were curious to see how a busine ss -

s av vy MBA in ch arge might ch ange

thing s — e s pec ially someone as young

and gifted as Saul Sock m a ker. Board

Ch air Ka te Barns dorf paid tribute to

Sand fort’s many accomplish ments: “CAE

will miss Marion Sand fort’s passion for

the mission, but tod ay’s economy

dem ands a le a der with busine ss sav vy

and innova tive approa ches to assure

CAE’s future.” Sand fort in turn th anked

the board for its su pport and reflec ted

that she had “tried my be st and just used

common sense since I didn’t have

busine ss training . ”

S ock m a ker made a fortune by the

time he was 35, ta king proceeds from

selling his Internet startup to stri ke it

big - time in Miami condos. By 2007 Sock-

m a ker re alized he needed to return to

California to apply his business expert-

ise by “giving ba ck” to the community ,

and CAE’s board encoura ged him to

name his price.

In his second day on the job, Sock-

m a ker ch anged the staff coffee service

to a fair - tra de dark roast, installed

organic carpeting and landsc a ping for

the entrance to the main bu ilding, shook

the hand of every employee, and gave

e a ch one a copy of his Day One Busine ss

Pl an. Sock m a ker read every doc ument

drafted by the organiza tion, came ear ly ,

and stayed late.

At the management team meeting on

day three of Sockmaker’s tenure, it was

cle ar that a new sheriff was in town .

“ This enterprise has an incredible

mission, but hope is neither a busine ss

pl an nor a capital struc ture.” Sock-

m a ker began. “In the next 90 days, there

will be some re struc turing. But first, we

are going to do a thorough review of

opera tions and fin ance. I know there are

effic ienc ies to be gained, and we will ,

with the help of a consulting team from

Nueva Transformación.”

The corpora te langu a ge and foc us on

c a pital and enterprise was completely

N E OF TH E MOST EXCITING TIMES

for any work pl a ce is the

arrival of a new CEO, but the

d ay Saul Sock m a ker joined

Community Arts Exch ange

( CAE) in Los Angeles, it was po sitively

elec trifying. In a parking - lot ceremony

under a clear sky, most of the 360 CAE

staff joined community le a ders and

board members to applaud Sockmaker,

who ran the 20 miles from his boyhood

home carrying his Day One Busine ss

Pl an, which he had pre sented during his

first interview at CAE.

S ock m a ker’s hiring was one more

step in what the New Yo rk Tim e s h as

described as “the trend in the nonprofit

sec tor to recru it succe ss ful busine ss

executives in the hope that their expert-

ise would instill gre a ter profe ssion alism

and fin anc ial acumen.” Half of CAE ’ s

employees would be sacked within six

months, but on Sock m a ker’s first day ,

everyone was genuinely thrilled.

Community Arts Exch ange was a

uni que 25–ye ar - old visu al arts, job train-

ing, economic re se arch and HIV - AI DS

program with a ch arter school, sailing

camp for children with disabilities, and

a large contract with Mammon Bank to

train inner-ring suburban single grand-

parents to become tellers and deriva tive

bond tra ders. CAE had grown tremen-

dously by the time my sister - in - l aw

S teph anie was hired as CFO th ree ye ars

a go, and I followed (and admired) the

organiza tion’s progre ss from afar .
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Continued on page 71 

Business Discipline and 
the Take-Charge Leader
by Phil Ant h ro p

Co m m u n i ty Arts Exchange was a 

unique 25–ye a r -old visual art s, 

job tra i n i n g, economic re s e a rch 

and HIV-AIDS pro g ram with a 

c h a rter school, sailing camp for 

c h i l d ren with disabilities, and a 

l a rge co nt ra ct with Mammon Bank to 

t rain inner-ring suburban single

g ra n d p a re nts to become tellers 

and derivat i ve bond tra d e r s.
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the am azing people I’ve met, from

Cal gary to Buch are st, I just need to let the

CAE accounting system sort itself out . ”

“ Be sides, even though I wasn’t consulted

a bout ch anging the software, I’m not

worried, bec ause I know there is no way

the fin ance committee would ch ange the

endowment asset alloc a tions they set just

six months ago . ”

So how should nonprofit board

retre a ts be organized? thought Sock-

m a ker. Every new le a der brings his own

style, and understand a bly wants to

show off his know led ge, conta c ts, and

abilities in the best possible light. 

Nothing, however, prepared the old -

timers on the board and staff for the

opening reception with airport shuttle s ,

valet parking, the lie uten ant governor

and various B-list celebrities linked to

charitable causes, roving trays of sauvi-

gnon bl anc, a Cuban salsa band —

brought in from Stock ton — and, later ,

Nicaraguan cigars and Absinthe.

On the first day of the retreat, there

was the Big Pre senta tion: the product of

four months of explora tion and an alysis .

Other th an the new fin anc ial system

and about 20 new hires in fin ance and

a d ministra tion, Sock m a ker had been

surprising ly hands - off after the first few

d ays. He reduced his number of direc t

reports and had reduced his time in the

office to only two days a week. 

S ock m a ker’s absence and abstra c tion

had on ly added to the sense of dram a :

s omething big was going to happen .

Al as, after all the bu ildup, the tal k

was mere puffery. Going to sc ale with

1,200 percent grow th in two ye ars and

dividing CAE into th ree “impact centers ”

with unpronounce a ble acronyms. Yet the

gue sts and board members were so

jazzed that it was exc iting and ins piring .

What was not po ssible was determining

prec isely which things would ch ange .

That bec ame cle ar the following

Monday, when five of the long-standing

programs were elimin a ted — and their

ass oc ia ted staff dismissed — including

CAE’s two large st sources of revenue. In

their place were six new initiatives that

no one on program staff had ever heard

of.

Two months later, after still no fin an-

c ial reports, Sock m a ker abru ptly

announced he was leaving—within the

week. His new post? He was to become

the direc tor of the Center for Soc ial

E ntreprene urship at Stan ford’s busine ss

school and would train the next genera-

tion of social capitalists. 

Un fortun a tely, it was later discov-

ered that an undisclo sed but daring

investment of CAE’s entire endowment

into auc tion - ra te sec urities had gone

s outh about the same time. The bu ild-

ings had been pledged as collateral, the

new programs were without revenue ,

and the auction-rate securities became

suddenly illiquid.

A sm aller but wiser CAE is now 30

percent of its former self, with

S teph anie rec alled from Dubrovnik for

emergency cle anup duty. Li ke a country

h aving second thoughts after its first

MBA pre sident, Community Arts

E xch ange has dec ided to head ba ck to

its roots. If you know of someone with

s olid nonprofit man a gement experience ,

please encourage them to apply.

PHIL ANTH ROP is a consultant for found a-

tions in the G8 countrie s .

To comment on this article, write us at feed-

ba ck @ np q m a g . org. Reprints of this article

m ay be ordered from htt p : / / store . nonprof-

it qu arter ly . org, using code 150213.

new to CAE and added to the sense of

antic ipa tion and optimism de s pite its

va guene ss .

Fe a ture stories on CAE’s new pre si-

dent began to appe ar in loc al and

national press. CAE had never received

so much public ity. Th ree months into

his new position, Sockmaker received a

s oc ial entreprene urship award from

S tan ford University’s Gra du a te School

of Business.

Stephanie ended up being tapped for

a new position as the chief social inno-

vator and was dispatched to investigate

promising approa ches in Canada and

Eastern Europe. Sock m a ker hired his

college roommate Jack Holloway as the

new CFO, introduced as an expert in

c a pital re struc turing (who previously

served as a procurement officer for the

Coalition Provision al Authority in Iraq ) .

In the second week, after Steph anie

was sent to Bra tisl ava, Slova kia, Sock-

m a ker and Holloway announced a “ra pid

con version to a dyn amic enterprise

accounting format with the capabilities

re qu ired by the new capital struc ture .

We will never sacrifice short - term li q-

uidity for long-term insolvency.”

Four months later, after several po st-

ponements, the Nueva Transformación

consultants were set to deliver their find-

ings at a spec ial joint board - m an a gement

te am retreat at the Ron ald Re a gan Ranch

in Santa Bar bara. Longtime staffers were

nervous, since recent consultant inter-

views were zeroing in on ROI, grow th

ra tes, profit margins — me asures never

disc ussed under the previous le a der-

ship — and asked for program elimin a-

tion hints. Many were impo ssible

questions to answer, since the dynamic

enterprise accounting format had yet to

produce a sing le report, and Holloway

had the old Peachtree system purged to

prevent identity theft and certain “secu-

rity issues.”

As the former CFO doing her first sig-

nific ant intern a tion al travel, Steph anie

told me that she wondered what was

going on, but said, “Hone stly, I am so

completely ins pired by this re se arch and

Going to scale with 1,200 perce nt 

g rowth in two years and dividing 

CAE into three “i m p a ct ce nte r s”

with unpro n o u n ceable acro ny m s. 

Yet the guests and board 

members we re so jazzed that it 

was exciting and inspiring.


