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LEADERSHIP ETHICS: Becoming a Leader After God’s Own Heart 

By Bob Whitesel 
 

Today we are having the most lively ethics discussions  
since ancient Greece more than 2.300 year ago… 

- Geoffrey P. Lantos, Professor of Business Administrationi 
 
 

A Well-intentioned Misappropriation? 
“They didn’t train me for this in seminary …  

 the rules about ethical business decisions were never addressed.” 
 

 Jim, a pseudonym, was leaving the community food bank for which he had served 
as director.  His career had been shaky from the start, but Jim felt over time he had grown 
into the position.  Just a year before he had told me, “this (job) is where I think I’ll stay 
until I retire.”  Now, only in his mid-40s, Jim was leaving to pursue a career in business.  
He had been stung by perceived ethical missteps, which eroded his credibility, and 
eventually eroded his support among the food bank’s board.  “They didn’t train me for 
this in seminary,” complained Jim.  “The rules for parsing verbs were explained clear 
enough.  But the rules about ethical business decisions were never addressed.” 
 The ethical landscape can be a minefield for the Christian leader.  Differentiating 
between what is appropriate and what is illicit can be daunting.  Jim had learned the 
lesson so many church leaders learn the hard way, that high expectations are placed upon 
church leaders, and ethical missteps, even minor ones can be ruinous. 

What was the fiscal blunder to which Jim succumbed?  In the midst of trying to 
keep a floundering food bank afloat, he appropriated money designated specifically for 
food purchases and used it for office expenses.  When the benefactor learned money 
designated for food stuffs, was now going to buy a copy machine, they demanded their 
money be returned.  Standing upon shaky ground, Jim could not refund the money 
without jeopardizing the daily operations of the center.  The board decided that in order 
to make ends meet, Jim’s salary would have to fill the gap.  And thus, Jim was 
unceremoniously dismissed.   
 Jim had rationalized, that if he didn’t apply the designated money to the non-
designated needs of the office, then food bank would lose its few already overworked 
employees.  Certainly this is not what the benefactors would want. And thus, he made a 
judgment call.  However, it was an ethical decision that the wealthy benefactors felt 
crossed the line of propriety. What Jim needed was some sort of system, or procedure for 
effectively grappling with these ethical questions. 
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Defining Ethics 
 
 Fred David in his seminal book on planning, tenders a common definition of 
ethics.  David writes, “ethics can be defined as principles of conduct within organizations 
that guide decision making and behavior.”ii   This definition is good, even in its brevity, 
for it reminds us that ethics are not a set of hypothetical decrees, but principles that 
actively affect daily action and attitude.  Ethics are powerful and dynamic ways of 
thinking that determine our choices, our actions, and our future. 
 In today’s world, ethics play a central role.  The media is full of accounts of moral 
breaches of ethical behavior.  And a continued barrage of ethical issues is being thrust 
upon businesses and churches by the pervasiveness of sexual harassment, religious 
prejudice, and ethnic discrimination. 
 Therefore, due to the dynamic and strategic nature of ethics, let’s begin our 
investigation with a look at how ethics are practiced in the business world.  We begin 
with the business realm, because is it the venue where most laypeople become acquainted 
with ethical decision making.   
 

How Business People Decide on Ethical Questions 
“50 percent of the respondents defined ethical 

 as ‘what my feelings tell me is right’.” 
 

To arrive at a procedure for making ethical decisions, one might think the solution 
is to look at how businesspersons address ethical dilemmas and copy their lead.  
However, Raymond Baumhart, in his classic study of business ethics discovered even in 
the business world there is no clear system for ethical decision making.  Baumhart 
interviewed over one hundred businessmen in An Honest Profit: What Businessmen Say 
About Ethics in Business.  Expecting to find some ethical concord, Baumhart was 
surprised when the results fell into three unexpected categories (see Figure XX.1) 
 

FIGURE XX.1iii) 
Responses from Baumhart’s question, “What does ethical mean to you?”  
 
 50 percent of the respondents defined ethical as “what my feelings  
  tell me is right.”   
 25 percent defined ethical as “in accord with my religious  
  beliefs.” 
 18 percent of the business men defined ethical as “according to  
  the golden rule.” 
 

  
 On the surface, two of these options look promising; but upon closer inspection 
all three fail as reliable guides to ethical decision-making. 
 “What my feelings tell me is right.”  Acting according to one’s feelings is too 
imprecise and fluid to base important ethical decisions upon.  Emotion is a fickle guide to 
business policy, and certainly ethical strategy.  But, certain modern thinkers, such as 
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philosopher Richard Rorty have argued that right behavior is so fluid that “truth is what 
my peer let me get away with.”iv  Some business people have embraced this philosophical 
outlook, often deciding to do what their competitors and/or stakeholders let them get 
away with.  In other words, if competitors are doing it or it is an accepted practice, then 
no mater how ethically questionable it is permissible.  Thus, in the name of 
competitiveness, following accepted (even if unethical) practices is permissible.  
However, later in this chapter we shall see that organizations that embrace high ethical 
standards usually win the competitive contest. 
 “In accord with my religious beliefs.”  This second option sounds more hopeful.  
However, closer inspection reveals this too is an imprecise guide.  In the name of religion 
infanticide, murder, and even ethnic bigotry have been practiced.  Relying on religious 
beliefs, when so many divergent views are embraced, is not a sufficient or consistent 
guideline. 
 “According to the golden rule.”  The third response seems at the onset the most 
promising.  However, most versions of the so-called “golden rule” are stated in a negative 
form, and thus do not serve a proactive guide to right behavior.  To explain this 
conclusion, let’s look at the comparison in Figure XX.2. 
 
Figure XX.2 

Versions of the Golden Rule 
 Buddha “Hurt not others with that which pains yourself.”   (neg.) 
 Confucius “What you do not want done to  yourself, do not do to others  (neg.) 
 Hinduism “Do nothing to others which if done to you would cause you pain” (neg.) 
 Jesus “Do to others what you would have them do to you.” (pos.) 
 
 In these four renditions of the “golden rule” we see that the first three (designated 
by “neg.” for “negative form”), are stated in the negative or reactive form.  In other 
words, they tell you only to refrain from those negative actions that you might not want 
done to you.  While this is admirable, it fails to take into account positive actions, that 
you “wish” to do for others.  In other words, Jesus’ positive rendition of the “golden rule” 
gives us a guideline that is more reliable, telling us to “do good” for others (not just 
refrain from those negative actions we do not want done to us).  Thus, at its heart Jesus’ 
positive rendition of the golden rule, could serve as a good guideline to ethical decision 
making. 
 However, because the golden rule can be interpreted in negative as well as 
positive forms, simply following the golden rule may be inadequate. 
 

The Right, Just, & Love Approach 
 
 To this ethical conundrum comes Alexander Hill, professor of business and 
economics at Seattle Pacific University.  Hill offers some of the most original thinking on 
ethics I have encountered lately.  In fact, Hill states that ethical decision making is the 
equivalent of sitting on a three-legged stool.v  Hill envisions three foundational 
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principles, derived from the Bible, as essential underpinnings for all Christian ethical 
decisions.  Figure XX.3 demonstrates how Hill envisions this three-legged structure. 
 
Figure XX.3 
 
Alexander’s Hill’s Three-Legged Foundation for Ethical Decision Making 
 
 
 
 
 
 
 
 
 
  
 Hill utilizes the illustration of a three-legged stool because he feels that without 
any one of the supports, the ethical process becomes unbalanced  Let’s look at each 
foundational support to understand what it teaches us. 
 

 Right Actions 
 Hill labels right actions as “holiness,” and sees in God’s holy and separate 
character an admonition for Christians to undertake right actions via four avenues.. 

1.) Right actions begin by setting priorities that include “God – Family – 
Career,” in that order.  Hill sees much of today’s ethical challenges 
occurring because businesspeople (and even church leaders) subtly begin to 
elevate their career above family, and ultimately God.  Retaining a perspective 
that every action needs to first of all be in accordance with one’s highest 
priority, to please God, can help root out actions rooted in self or career. 

2.) Right actions include being ethically pure, or in other words being 
physically, emotionally and routinely separate from impure or tainted 
business practices.  Peter reminds Christians to be “holy without blemish” (2 
Peter 3:11, 14) and this should extend to our business dealings.  Hill feels that 
a genuine aversion and avoidance of any action that is ethically tainted is in 
part what it means to be “holy.” 

3.) Right actions are accountable.  Here Hill sees right actions as manifesting 
themselves in accountability to mature and ethical colleagues and/or 
managers, as well as to God.  More will be discussed about this later in the 
chapter. 

4.) Right actions are rooted in humility.  Hill stresses the importance of seeing 
yourself as a facilitator, team builder and coach for those you serve.  Through 
humility, we recognize our weakness, and seek to improve them. And, in the 
process we accept others and seek to empower them.  Jim Collins, in his best-
seller Good to Great: Why Some Companies Make the Leap … and Others 
Don’t, discovered that typically “a spectacular rise (of a company) under a 

Right Actions 

Just Actions 

Acting in Love 

Ethics 
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tyrannical disciplinarian, (is) followed by an equally spectacular decline 
which the disciplinarian stepped way.”vi  Collins goes on to describe leaders 
who are great as excellent facilitators and mentors.  

 
 Just Actions 

 Hill sees this as comprised of equal procedures, a protection of rights, fair reward 
for merit, and an honoring of promises.  Let’s look briefly at each. 

1.) Equal procedures means that regardless of where a person stands in the 
company hierarchy, they are treated equally.  The New Testament speaks to 
this in Paul’s admonition that social, ethnic, and religious discrimination be 
shunned in the Christian community.  As Paul put it “there is neither Jew nor 
Greek, slave nor free, male nor female, for you are all one in Christ Jesus” 
(Galatians 3:28).  This was a revolutionary outlook two thousand years ago in 
a heavily patriarchal and prejudiced society.  Subsequently, equal procedures 
should be a historical hallmark of our Christianity, and reflected in our 
community and our business. 

2.) By protecting rights Hill means safeguarding against any erosion of the 
inalienable rights that God bestows upon humans.  Here Hill sees the rights to 
practice religion, bodily safety, be told the truth, and freedom from 
harassment, etc..  This means that ethical decision making takes into account 
the free exercise of each person’s liberty, even when laws are not broken. 

3.) Fair reward for merit is an important component, especially today when 
executive salaries continue to rise, while pension accounts are raided in the 
name of progress (see Figure XX.5 later in this chapter for more examples).  
Fair reward for merit, thus requires that everyone adhere to compensation that 
is “fair” and evenhanded.  In other words, lavish executive salaries, multi-
million dollar pensions, and exorbitant stock options are not “fair” rewards for 
executives in a corporate milieu where rank-and-file employees are being laid 
off, forbidden to sell their own stock, or whose pension plans are being under 
funded. 

4.) Honoring of promises means that even in the competitive world of business, 
honoring one’s word and promises is necessary for respect and mutual 
reliance.  The University of Minnesota’s Norman Bowie found that those 
businesses that are known for honoring their word, actually operate more 
efficiently, because suppliers and consumers know they can depend on 
promised performance and/or delivery schedules.vii  Again, we shall discuss 
this in more detail later in the chapter. 

 
Acting in Love 

 
The final aspect of our ethical framework is to demonstrate Christ-like love, which Hill 
argues should be reflected in shouldering others’ pain, taking action of their behalf, and 
subjugating our own rights to help others. 

1.) Shouldering their pain means that good ethical decisions are based upon 
solidarity with all stakeholders, and should result in helping them deal with 
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their sufferings.  When employees, customers, supplies, and other 
stakeholders go through difficulties, Christ’s example requires us to bear their 
pain, as if in pain with them (even when were are not).  Jesus’ admonition to 
“remember those in prison as if you were their fellow prisoners, and those 
who are mistreated as if you yourselves were suffering” (Hebrews 13:3) 
speaks clearly to this solidarity with those hurting or disenfranchised.  
Management author Tom Peters points out that such “genuine concern for 
stakeholders” leads to productivity and long-term business relationships.viii 

2.) Taking action of their behalf describes an atmosphere of mutual 
interdependence where stakeholders actually take steps to assist others in 
what they can not do for themselves.  One example would be a gentleman 
named Danny (again a pseudonym), who served as a receptionist for a large 
firm.  Danny’s frequently argumentative nature and insecurity led him to 
sometimes deal roughly and brusquely with customers.  Rather than firing 
Danny, his manger took action on Danny’s behalf, and found a more suitable 
position for him within the company.  The manger acted with love and on 
Danny’s behalf to protect Danny’s livelihood. 

3.) Finally, self sacrifice describes what occurs when a worker gives away their 
own rights in order to help others.  For example, when a fire destroyed the 
textile factory of Malden Mills, CEO Aaron Feuerstein refused to lay off his 
workers, instead paying $20 million of their salaries from his own pocket.  
Malden told the news media the workers were “part of the enterprise, not a 
cost center to be cut.  They’ve been with me for a long time.  We’ve been 
good to each other, and there’s a deep realization of that.”ix 

 
A Question & Answer Approach to Ethical Decision Making 

 
 While the above “Right, Just, & Love” approach is somewhat complex, such 
intricacies are required by the litigious nature of 21st century life.  However, to assist in 
making this approach more usable, I have develop the following questions.  Therefore, 
when making an ethical decision, ask yourself the following questions (in the following 
order): 

1.) Is this decision in keeping with right actions that follow God’s example?  To 
find out, ask yourself, “does the intended decision …. 
a. Keep my priority ‘God – Family – Career?’”.  
b. Keep me separate from tainted business practices?”   
c. Keep me accountable to God and others?” 
d. Keep me humble and operating as a facilitator, team builder, example and 

coach for others?” 
2.) Is this decision in keeping with fairness (i.e. just actions)?  To find out, ask 

yourself, “does the intended decision …. 
a. Protect equal procedures, meaning that regardless of where a person 

stands in the company hierarchy, they are treated equally?” 
b. Protect the God given rights of individuals (such as to practice religion, 

bodily safety, be told the truth, and free from harassment)?” 
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c. Ensure fair reward for their work?” 
d. Honor any and all promises I have made?” 

3.) Is this decision in keeping with God’s love?  To find out, ask yourself, does the 
intended decision …. 
a. Shoulder the pain of stakeholders?  Do I empathize and feel for their 

situation.” 
b. Take action of their behalf and help them when they can’t help 

themselves?” 
c. Give sacrificially of myself if needed to help others.” 

 
False Exits 

 
 False exist are popular ways out of ethical dilemmas that though widespread, 
customary, and/or clever are erroneous.  Let’s look at two of the most prevalent. 
 

The Danger of Dual Morality 
 
 John D. Rockefeller Sr., was the most admired man of his time by some people 
(notably many Christians).  But at the same time, John D. Rockefeller Sr. was one of the 
most hated men in the business world.  This occurred because John D. Rockefeller Sr. 
seemed to live in two different moral worlds.   

At home John D. Rockefeller Sr. was a loving father, who attended church 
regularly, taught Bible studies, and contributed substantially to Christian colleges.  But at 
work John D. Rockefeller Sr. was one of the most shrewd and unscrupulous businessman 
of his era.  Not above sending gangs of thugs to beat striking employees mercilessly, 
John D. Rockefeller Sr. was once described as “a conscientious Christian who struggled 
to send the livelihood of his every rival.”x 

Rockefeller’s proclivity to behave one way at home, and other way at work has 
been labeled “dual morality.”  This is because John D. Rockefeller Sr. appeared to have 
two separate moral worlds, the morals he demonstrated at home/church, and the morals 
he practiced in business.   
 Dual morality can be tempting, for often business people will lament that “it’s a 
dog-eat-dog world out there, and you have to bend the rules to compete.”  Yet, this 
direction is often described as a “false-exit” because it offers a false and misleading exit 
to an ethical dilemma. 
 One consequence of dual morality is the muddy conception of right and wrong 
that emerges from those who witness the divergent worlds of a dual moralist.  John D. 
Rockefeller Sr.’s son, John D. Rockefeller Jr. spent much of his life trying to undo his 
father’s dual legacy.  Continuing his father’s generosity to Christian charities, John D. 
Rockefeller Jr. attempted to treat his employees and competitors more fairly than his 
father had done.  In the end, his heritage as a Rockefeller nullified most of his good work.  
The reputation of Rockefellers as ruthless and unscrupulous businessmen followed John 
D. Rockefeller Jr. most of his life. 
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Losses That Result From Dual Morality 
 
 Dual morality often results in losses in three areas. 

1.) Loss of respect.  As we saw from the story of John D. Rockefeller Jr., those 
that witness a dual moralist’s world often become disenchanted and lose 
respect for the individual.  Jesus’ harshest words were reserved for the ancient 
Pharisees who practiced dual morality to such an extend that Jesus said, “Woe 
to you, teachers of the law and Pharisees, you hypocrites! … on the outside 
you appear to people as righteous but on the inside you are full of hypocrisy 
and wickedness” (Matthew 23:27-28). 

2.) Loss of consistency.  With dual morality a person becomes ethically bipolar.  
The concern is that a dual moralist will lapse into the other side of their moral 
universe at inopportune times, perhaps acting unethically with family, etc.  
John D. Rockefeller Sr., possibly acting in such a manner, often shortchanged 
his sons on their weekly allowance to teach them to be vigilant.  John D. 
Rockefeller Sr. said, “I cheat my boys every chance I get.  I want to keep them 
sharp.”xi 

3.) Loss of pleasing God.  Dual morality appears to displease a God who declares 
they “do not do what they do, for they do not practice what they preach” 
(Matthew 23:3).   

 
The Erroneous Avenue of Agency 

 
 Agency is the false exit that occurs when an individual claims that he or she is an 
“agent” of another person, and thus cannot be held accountable for an unethical action 
required by a superior. 
 Agency was regarded a legitimate excuse in feudal times, as well as in early 
English law. But as inexcusable actions were increasingly justified by the false exit of 
agency, this excuse became less acceptable.  Finally, the heinous use of agency as an 
excuse by Nazi officers during the Nuremburg Trials following World War II, signaled 
the end of agency as an acceptable exit to ethical dilemmas. 

Agency violates Christian principles on several levels. 
1.) Individuals are responsible for their own actions, even if conducted at the 

behest of others.  On numerous occasions, the Bible teaches that each person 
is responsible for their own deeds.  A popular adage in Biblical times was that 
“The fathers eat sour grapes, and the children's teeth are set on edge'” (Ezekiel 
18:2b).  Roughly paraphrased, this meant that persons customarily blamed 
their actions and/or weakness on their ancestors and those who raised them.  
In scripture God adamantly countered, “As surely as I live, declares the 
Sovereign LORD, you will no longer quote this proverb in Israel.  For every 
living soul belongs to me, the father as well as the son-both alike belong to 
me. The soul who sins is the one who will die.” (Ezekiel 18:3b-4).  Thus, God 
directly and firmly declared that individuals, and not scapegoats, will be 
expected by to bear the full weight of their choices. 
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2.) Individuals are required to obey God instead of humans, when human 
directives are contrary to Scripture or natural law.  Peter, before the Jewish 
High Court, began his defense with the statement “we must obey God rather 
than men” (Acts 5:29).  In similar fashion, Daniel and his colleagues, while  
captive members of the Babylonian court, refused on numerous occasions to 
act in variance with their beliefs even though the country’s supreme ruler 
Nebuchadnezzar ordered them to do so (Daniel 1:8-21; 3:1-4:3; 6:1-28).   

 
Three Management Theories 

 
 To understand the remedy for false exits, we must first grasp three broad 
categories of management styles. 
 

Theory X: Scientific Management 
 
 At the turn of the 19th century, and paralleling an increase in interest with 
scientific investigation, arose the first attempt to apply science to management.  
Popularized by mechanical engineer Fredrick Taylor, this management approach 
attempted to “engineer” better productivity.  In other words, for the sake of efficiency, a 
job should be accomplished in the most expeditious manner possible.  And thus, labeled 
“scientific management,” this strategy meant readjusting the employee to fit a more 
efficient way of doing things. 

Later dubbed Theory X, this approach placed the efficiency of doing the job 
above employee satisfaction.  In addition, to confirm efficiency, rigorous analysis was 
applied to gauge employee performance.  In many scenarios, the work hour was divided 
into six-minute periods in which the employee’s performance was closely monitored and 
measured.  Enthusiastically embraced by factories across America, the worker became 
just another cog in the machine that must be continually analyzed and adjusted to elicit 
optimum performance.  

As a result, the value and clout of the employee suffered.  Taylor referred to 
employees as “more or less a type of ox, heavy both mentally and physically.”xii  And 
Taylor stressed that though in the past “the man had been first, in the future the system 
must be first.”xiii  Little wonder Taylor summarized, “the worker must be trimmed to  fit 
the job.”xiv 
 Needless to say, Theory X led to widespread employee dissatisfaction, undercut 
the Christian principle of justice, and led to widespread absenteeism. 
 

Theory Y: Human Resource Management 
 
 Into this milieu came researcher Elton Mayo whose experiments showed that 
whenever employees were shown genuine care and encouragement, productivity 
increased.xv  Mayo’s conclusions were expanded by psychologist Fredrick Herzberg, 
whose own experiments demonstrated that responsibility, recognition, and opportunity 
increased employee satisfaction and as a result productivity.xvi 
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By the 1960s Douglas McGregor coined the terms Theory X and Theory Y to 
stress the differences between the Taylor and Mayo-Hertzberg approaches.  Theory Y, as 
the Mayo-Herzberg view was dubbed, viewed the employee as a valuable resource, that 
must be managed and handled much the same way as any other precious resource.  And 
thus, the importance of “human resources” in Theory Y led to this approach eventually 
evolving into Human Resource (HR) management. 

And even though the HR approach is embrace by most companies today, it none-
the-less views humans as something less than imago Deo, as being created in the divine 
image of God.  In the HR world of Theory Y, humans are still commodities, resources to 
be managed, developed, and even discarded if necessary. 
 

Theory C: Covenantal Management 
 
 Into this tussle between management styles came the gregarious and well-liked 
leader of the Herman Miller company.  CEO of the furniture manufacturer and Fortune 
500 company, Max De Pree came to be known for advocating “covenant relationships” 
between its employees and managers.xvii 
 Alexander Hill calls this “covenantal management,” for at its root it has the idea 
of mutual agreements, promises, or covenants between two entities.  In the “covenantal 
management” scenario, the employee and employer demonstrate right, just, and love 
actions by making and keeping mutual promises in their dealings and strategies.  In Hill’s 
words, “covenantal management … (calls) on employers to demonstrate holiness through 
purity, mutual accountability and humility; justice through rewarding merit, 
compensating for harm done, recognizing substantive rights and honoring procedural 
rights; and love through empathy, mercy and sacrifice” (italics Hill).xviii 
 An example would be how the justice component is reflected in the fair treatment 
of salaries regardless of a person’s corporate stature.  For example, fair reward for merit 
was evident in executive salaries at Herman Miller.  Lynn Sharp Paine, the John G. 
McLean Professor at the Harvard Business School, in an article titled “Managing for 
Integrity” noted that “while at Herman Miller, Max De Pree capped his annual income to 
20 times the amount earned by his average factor employees.  Contrast this with other 
Fortune 500 CEOs whose salaries average 117 times more than their workers.”xix  Figure 
XX.4. is an eye opening comparison by Lee A. Craig, professor at North Carolina State 
University. 
  
Figure XX.5.xx 

 
A COMPARISON OF EXECUTIVE COMPENSATION 
PACKAGES, AND THE WORKFORCE ENVIRONMENT  

by Lee A. Craig,  
Alumni Distinguished Professor of Economics at North Carolina State. 

 Jack Welch, former CEO for GE.  Welch receives a $10 million per 
year pension payment, even though GE has not contributed to its 
employees’ pension plan since 1987. 
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 Kenneth Lay, former CEO of Enron.  Lay cashed in $12.3 million in 
stock options in 2000, while other company workers were 
forbidden from selling the Enron stock in their retirement 401(k)s.  

 Gary Winnick, former CEO of Global Crossing.  Winnick cashed in 
$123 million in stocks in 2002, while other company workers were 
forbidden from selling the Global Crossings stock in their 401(k)s. 

 Dennis Kozlowski, former CEO of Tyco.  Kozlowski and his chief 
financial officer cashed out $500 million in stock shares, as the 
company slashed 11,000 jobs. 

 
In addition, in Covenantal Management empathy and self-sacrifice are 

exemplified by helping employees develop their gifts and talents.  De Pree states, “It is 
fundamental that leaders endorse a concept of persons.  This begins with and 
understanding of the diversity of people’s gifts and talents and skills …. Trust and human 
dignity provide the opportunity for personal development …. Leaders owe people the 
sense of freedom of enabling gifts to be exercised.”xxi 

The principles of covenantal management are embraced by organizations such as 
Marriott International.   As a hotelier, Marriott relies on low-wage workers, who typically 
spend less than a year on the job.  Donna Kline, director of work/life initiatives for 
Marriot, looked for a way to reduce this turnover.  She discovered that most employees 
left their jobs due to personal problems.  To address their needs, she set up a multi-lingual 
24-hour hotline staffed by social workers to help employees.  As a result, in five years 
Marriott’s’ one-year turnover rate had decreased to 35%, in an industry where the 
average approaches 100%.xxii 

The idea of covenantal management is not new, though the term may be.  John 
Boatright in his presidential address to the Society for Business Ethics called this the 
“Moral Management Model.”xxiii  Lynne Paine calls this an “integrity strategy” where 
ethics and empathy are the “driving force” behind an organization.xxiv  Joanne Cuilla and 
Al Gini assert that ethics are the real heart of leadership.xxv  And, John Hood former 
president of the John Locke Foundation, a non-profit think tank based in Raleigh, 
North Carolina, even argues that the moral/covenantal model is the fundamental spirit of 
what he calls “heroic” leadership.xxvi 

If ethicists are calling for such empathetic and covenantal management to be at 
the heart of strategic business practices, how much more should it be at the heart of the 
church and her para-church offspring? 
 

The Value of Ethical Behavior 
 
 Norman Bowie, the William L. Andersen Chair of Corporate Responsibility at the 
University of Minnesota, has correlated some of the benefits of ethical behavior and 
business success.xxvii  While this study looks at secular businesses, the impact upon 
religious endeavors is evident.  For if these principles bring heightened respect, growth, 
and unity to disheveled secular corporations, how much more should these principles be 
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reflected in an organization such as the church.  Let’s look at four distinct benefits that 
Bowie sees in ethical behavior. 

1.) Ethical behavior reduces the cost of doing business.  Here Bowie means that 
payments are made on time, supplies arrive on schedule, and a person’s word 
is considered dependable.  Thus, when an organization, either secular or 
religious, states it will pay its bill on a certain date, the vendor can rely on the 
truthfulness of that promise, and not need to artificially add interest or service 
charges to cover anticipated delays in payments.  An editorial in The 
Economist summarized that “most academic studies of the association 
between responsible corporate ethics and profitability suggest that the two will 
often go together.  Researchers have managed to show that more ethically 
sensitive sales staff perform better…; that share prices decline after reports of 
unethical conduct; and that companies which state an ethical commitment to 
stakeholders in their annual reports do better financially.”xxviii  Thus, ethics 
lead to more trust and interdependence, which allows organizations to grow 
and flourish more efficiently. 

2.) Ethical behavior builds trust among stakeholders.  Bowie points out that 
people want to be part of on organization they can trust.  This expectation may 
even be more pronounced in the church, where people expect a higher level of 
loyalty and inter-reliance.  This atmosphere of trust created by ethical 
behavior extends to all levels or the organization, meaning that front-line 
workers do not have to be rigorously monitored, since responsible behavior is 
modeled for them by superiors.  Manuel Velasquez, the Dirksen Professor of 
Business Ethics at Santa Clara University states, “because trust flourishes in 
the caring organization, the organization does not have to invest resources in 
monitoring its employees and trying to make sure that they do not violate their 
contractual agreements.  Thus, caring lowers the cost of running in an 
organization.”xxix  

3.) Ethical behavior avoids the free-riding problem.  The free-riding problem, 
sometimes called social loafing, occurs in teams when certain individuals do 
not carry their weight because they know others will pick up the slack.  As a 
result certain individuals may “free-ride” on the energies of more motivated 
employees.  W. L. Gore & Associates, Inc., the manufacturer of the well 
known “GORE-TEX” fabric has almost eliminated free riding by utilizing 
“sponsors” who work closely with each employee to help him or her develop 
their full potential as a person and worker.  These sponsors even act as an 
“advocate” for the employee before a compensation team (comprised of 
fellow employees) who recommend compensation levels.xxx  W. L. Gore & 
Associates, Inc. have found, as have many other businesses, that when each 
team member is encouraged to embrace the humility, fair action, and empathy 
of the three-legged stool model, then free riding can be eliminated. 

4.) Ethical behavior preserves social capital.  By “social” capital, Bowie means 
the goodwill that is generated by a company.  And since “capital” designates a 
surplus, “social capital” connotes an organization where a surplus of good-
will toward all stakeholders makes this organization an enjoyable place to 
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work and do business.  Social capital should also be readily evident in the 
church.  Acts 2:42-47 gives a picture of the abundance of this social capital in 
the early church where the disciples grew in knowledge (Acts 2:42, 43), grew 
in unity (Acts 2:44-47a), grew in numbers (Acts 2:47c), and grew in favor 
among the community (Acts 2:47b). 

 
The Value of Accountability 

 
In the Journal of Business Ethics, Clint Longenecker, the Stranahan Professor of 

Leadership and Organizational Excellence at the University of Toledo, and D. C. Ludwig 
argue that all leaders need accountability because of what they call the “Bathsheba 
Syndrome.”xxxi  By this, Ludwig and Longenecker mean that a byproduct of a leader’s 
success is usually unrestrained control and access to the company’s resources.  This too 
often leads to a temptation, and subsequent action to misappropriate company resources.  
Ludwig and Longenecker point out this parallels the way that King David in the Old 
Testament was tempted and then acted on that temptation with an elicit affair with the 
alluring Bathsheba (2 Samuel 11:1 - 12:26).  Ludwig and Longenecker point out that 
unrestrained access to a company’s resources, and then the temptation to behave 
unethically that follows, can be eradicated in part by an effective accountability system. 

An accountability system, Ludwig and Longenecker argue, should help the leader 
identify areas of temptation.  And, an effective accountability committee or ethical audit 
can help thwart unethical behavior by warning the leader of the temptation’s 
ramifications, before the unethical behavior occurs. 
 In the business world, these oversight and accountability committees can take 
many forms.  Some are ethics committees, while others might be called social 
responsibility committees.  Still others are labeled ethics advisory board or judicial 
boards.  Other control devices are social and ethical audits.  However, common to all of 
these systems is the primary focus of providing advice and oversight in ethical 
accountability. 
 In the church context, a committee structure is customarily employed to manage 
the organization.  However, in this committee structure the duty of providing ethical 
advice, guidance and accountability is often abdicated.  This is because the pastor (or 
pastors) is often regarded as a moral thinker, model and champion.  And thus, committees 
eschew the thought of offering moral accountability.  After all, isn’t the pastor suppose to 
be the moral compass of the congregation? 
 However, as we saw in the “Bathsheba Syndrome,” along with power and access 
comes temptation.  And when King David, whom God described as “a man after his own 
heart” (1 Samuel 13:14) succumbed to this malady, it becomes a warning to all leaders 
that an accountability system is imperative.   
 However, in many accountability groups truly independent thinkers and 
supervisors are not employed.  Perhaps due in part to the leader’s inner desire to maintain 
control rather than to be controlled, accountability committees are often filled with 
political appointees who have close links with the person being held accountable.  A 
colleague who leads a mid-sized para-church ministry once told me, “I had my family on 
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the board of my organization for the first several years, and they almost drove me 
bankrupt.  Now I have the finest independent business thinkers I can find.” 
 To tackle the problem of creating or reengineering a capable accountability team, 
let’s look at the guidelines required by the “Evangelical Council for Financial 
Accountability.”   Started in the 1970s to help Christian organizations address a series of 
mushrooming ethical scandals, its mission statement follows.xxxii 
 

 
ECFA is committed to helping Christ-centered organizations earn the 
public’s trust through developing and maintaining standards of 
accountability that convey God-honoring ethical practices. 
 

 
 To support this mission, the ECFA requires the following “standards of 
accountability” of it members.  These standards can serve as guidelines for churches and 
other religious organizations.  Here are the ECFA guidelines followed by a short personal 
commentary in parentheses. 

STANDARD #1 – Doctrinal Statement: Every member organization 
shall subscribe to a written statement of faith clearly affirming its 
commitment to the evangelical Christian faith and shall conduct its 
financial and other operations in a manner which reflects those 
generally accepted Biblical truths and practices.  

(As an organization that aligns itself with the “evangelical” 
wing of Christianity, the ECFA logically requires assent to 
an evangelical doctrinal statement.) 

STANDARD #2 – Board of Directors and Audit Review Committee: 
Every member organization shall be governed by a responsible 
board of not less than five individuals, a majority of whom shall be 
other than employees/staff and/or those related by blood or 
marriage, which shall meet at least semi-annually to establish 
policy and review its accomplishments. The board shall appoint a 
functioning audit review committee, a majority of whom shall be 
other than employees/staff and/or those related by blood or 
marriage, for the purpose of reviewing the annual audit and 
reporting its findings to the board.  

(Here is one of the key lessons for any church seeking to 
thwart the “Bathsheba Syndrome.”  The ECFA requires a 
sizable board (“not less than five”), a majority of whom are 
independent (“other than employees/staff and/or those 
related by blood or marriage”), which regularly meets to 
establish and review policy, and who oversee a 
“functioning audit review committee” with similar 
constraints on makeup and responsibility.  Though this 
committee is designed to ensure financial accountability, its 
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structure and makeup can serve as a model for ethics 
committees as well.) 

STANDARD #3 – Audited Financial Statements: Every member 
organization shall obtain an annual audit performed by an 
independent certified public accounting firm in accordance with 
generally accepted auditing standards (GAAS) with financial 
statements prepared in accordance with generally accepted 
accounting principles (GAAP).  

(In the financial world a fiscal audit is routine.  In the 
ethical realm, a social or ethical audit is becoming more 
common.  However in the church, a social or ethical audit 
is rarely considered.  But in much the same way that 
businesses have discovered the value of having an outside 
and independent organization audit or review their moral 
decisions; churches too can benefit from the value of yearly 
ethical or social audits.  More and more denominations are 
offering these services, and a growing number of 
consultants affiliated with the American Society for Church 
Growth (ASCG) offer independent, and effective social and 
ethical audits.xxxiii) 

STANDARD #4 – Use of Resources: Every member organization shall 
exercise management and financial controls necessary to provide 
reasonable assurance that all resources are used (nationally and 
internationally) to accomplish the exempt purposes for which they 
are intended.  

(The non-profit status of many religious organizations can 
be put in jeopardy by unethical or erroneous behavior.  
Accountability committees must ensure that the church 
complies not only with moral law, but with legal 
requirements as well.) 

STANDARD #5 - Financial Disclosure: Every member organization 
shall provide a copy of its current audited financial statements 
upon written request.  

(Disclosure of auditing procedures, both financial and 
moral, give congregants and the community a sense of 
security and confidence.) 

STANDARD #6 - Conflicts of Interest: Every member organization 
shall avoid conflicts of interest. Transactions with related parties 
may be undertaken only if all of the following are observed; 1) a 
material transaction is fully disclosed in the audited financial 
statements of the organization; 2) the related party is excluded 
from the discussion and approval of such transaction; 3) a 
competitive bid or comparable valuation exists; and 4) the 
organization's board has acted upon and demonstrated that the 
transaction is in the best interest of the member organization.  
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(Conflicts of interest occur in the ethical world as well.  
Here they often take the form of prohibited relationships 
and/or collaboration between employee-employee, 
employee-employer, subordinate-superior, etc.   Often 
these relationships undermine clear headed thinking due to 
the enticement and allure of the “Bathsheba Syndrome.”) 

STANDARD #7 - Fund-Raising: Every member organization shall 
comply with each of the ECFA Standards for Fund-Raising:  

(The EFCA concludes with 11 sub-sections on fund-
raising, an easily abused practice.  These sub-sections are 
not mentioned here due to space requirements.  However, 
for fuller information on the EFCA and their practices and 
requirements, visit their website.xxxiv) 

One final thought about the EFCA requirements.  One of the “ethical practices” 
they embrace is to “demonstrate accountability beyond what the law requires,” and 
“reflect a willingness to do what is right not only in the Lord’s sight but also in the sight 
of others.”  These are important attitudes to keep in mind when dealing with ethics as 
well.  As Christian organizations we are held to a higher standard by a watching world.  
And thus, we must hold ourselves to ethical practices that not only mirror their secular 
versions, but go beyond them. 
 

Mission Driven – Values Centered 
 

In the chapter on strategic planning, I discuss the necessity of organization being 
driven by mission/vision statements that encapsulate corporate attitudes, and aspirations.  
And most companies (and churches) cannot flourish without being able to articulate its 
mission/vision; few organizations can flourish without also having core values at the 
center of these attitudes. 

Medtronic of Minneapolis, Minnesota is continually recognized as one of the 
most ethically conscientious, and morally responsible companies today.  William George, 
chairman and CEO of Medtronic states, “the subject of building a mission-driven and 
values-centered organization is near to my heart.  I call this leadership with purpose, 
meaning leadership with vision, passion, and compassion…”xxxv  George goes on to state 
Medtronic’s six values as “contribute to human welfare, focused growth, unsurpassed 
quality, fair profit, personal worth of employees, and good citizenship.”xxxvi  These values 
are also expressed in Medtronic’s ethical decisions according to George.  “The mission 
weighs heavily on our ethical decisions, such as my decision to terminate the president of 
Europe for covering up a ‘promotional fund’ for an Italian distributor, or our decision to 
cease operations at a small acquisition in California where we had uncovered fraud.”xxxvii  
Such deployment of their values into concrete action has ingratiated Medtronic to both 
Wall Street and Main Street.  Medtronic is an example of what happens when an ethical 
mission drives an organization. 
 Thus, by employing the strategic lessons and procedures found in this chapter, 
coupled with oversight as described above, a church can navigate more competently and 
successfully the murky but unavoidable waters of ethical behavior. 
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