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A

t a time when many people are
asking whether business has lost
its moral compass,
Jack Nadel says

the companies most likely
to survive the
economic storm are

the ones that model integrity,
honor, and high ethical standards.
An entrepreneurial guru and author of How
to Succeed in Business without Lying, Cheating or
Stealing, the 85-year-old World War II navigatorbombardier says the financial meltdown is the end
result of a business philosophy promoted in recent
decades that the ends justifies the means.
“The fact we’ve gotten into this mess is an
indication that we’ve lost our moral compass,”
says Nadel, a motivational speaker and founder of
Jack Nadel International, a marketing and promotional products agency with 20 offices worldwide,
including right here in Dallas and Houston.
“I”m not, in the true sense of the word, a moralist. I’m just talking about realistic living and
having respect for the other guy. My definition
of a good deal is a deal that is good for everybody
involved. You should be conducting your business
and your personal life in a manner where you can
always get up, look yourself in the mirror, and be
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You should be

conducting your business
and your personal life
in a manner where you can
always get up,

look yourself in the mirror,
and be satisfied.

satisfied. It’s more than just being
successful. It’s being successful
and feeling good about yourself,
that you didn’t do it at somebody
else’s expense.”
Nadel’s sage business wisdom comes as a growing number
of economists, business leaders,
government officials, and others
declare that a moral crisis underlies
the world’s economic crisis. They say
a combination of corporate criminal behavior, mortgage fraud, and
immoral business practices have
contributed to the most serious economic downturn in three-quarters of
a century.
Business ethics experts say
the financial crisis is a product of
not only government policies and a
lack of regulation, but also a “great
moral decline” in society. They point
toward a lack of business ethics
training in colleges and a change
in business philosophy in recent decades, as epitomized in the 1987 film
“Wall Street” when Gordon Gekko
famously says, “Greed, for lack of a
better word, is good.”
“We’ve had a big change over
time, from the prevailing philosophy
built in the 1940s and ’50s when
businesses thought of themselves as
having some social responsibility to
a revolution in the 1980s and ’90s
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when it was discovered you can
make an awful lot of money in the
marketplace … and if you were making a lot of money, you were helping
the economy and therefore helping
society,” says Duane Windsor, a professor at the Jesse H. Jones School
of Management at Rice University
in Houston.
“Those two views are fundamentally different from each other.
I think the best way of capturing it
is, we have a general culture and
climate of greed where everything
goes – like a Wild, Wild West frontier
in business.”
This new culture captured the
world’s attention earlier this decade
when federal grand juries indicted
executives at the Enron Corp. and
other businesses.
At the time, a federal prosecutor noted that the investigation had
uncovered “significant criminal
conduct” at the highest levels of
American corporations.
But Deputy Attorney General
Larry D. Thompson, chairman of
President Bush’s Corporate Fraud
Task Force, wrote in his 2003 report
that this “aberrant business and
corporate behavior” had occurred
in only a small minority of American businesses.
“Nevertheless, the problem is
serious, and the criminal conduct
of a few individuals has harmed the
reputations of the majority of honest
business people and corporations,”
Thompson wrote.
After the scandal made headlines around the globe, President
Bush and Congress took steps, including the passage of the SarbanesOxley Act of 2002, to restore public
and investor confidence in the nation’s businesses. But after outrage

Moral Compass
W

hile the federal government borrows hundreds of billions of dollars to prevent a global economic collapse,
a growing number of business and faith experts say a
moral and spiritual decline is at the root of the crisis. And
while they agree that political and economic reforms are
necessary to help fix the economy, they say society needs to
address the “spiritual crisis” at the heart of the worst global
recession in three-quarters of a century.
“The economic and financial systems are great moral
agents, and when you corrupt them, you corrupt the whole
economy,” says Michael Novak, a theologian, author,
former U.S. ambassador and the George Frederick Jewett
Chair in Religion and Public Policy at the American Enterprise Institute in Washington, D.C.
“When you hold a dollar in your hand, it’s not just materialistic. It depends on the spiritual qualities of trust and
confidence and that it will be honored for what it says. But
the government is cheapening the dollar every day. They
just voted on an economic package to spend almost a trillion
dollars, which we don’t have. This will bring about a decline
in the dollar. They are printing more money than they have.
It’s morally outrageous.”
These actions, Novak says, are jeopardizing the capitalist
system, which is based on Judeo-Christian moral traditions
and has helped raise two-thirds of the world’s population out
of poverty since the American Revolution.
Experts attribute the crisis to a change in economic
worldview in recent decades, from one based on work,
thrift, savings, and prudence to one embracing consumerism, debt, leisure, and instant gratification.
“I firmly believe what is happening in the economy isn’t
an economic crisis as much as it’s a spiritual crisis,” says
Internet evangelist Bill Keller, founder of Liveprayer.com. “I
think the support for that is pretty clear. They have thrown
$2 trillion at the problem. You have the world’s smartest

economists working on this, and the fact is
that money hasn’t worked at all. All these plans
have failed, and it’s because they are looking
for human answers to spiritual problems.”
Looking at the world’s “economic downfall,” Brian Kluth, a pastor, inspirational
speaker, and author of the best-selling
40 Day Spiritual Journey to a More
Generous Life,, says a lot of spiritual principles were violated.
“Greed has trumped generosity in recent decades,”
Kluth says. “Materialism has
trumped giving. Borrowing has trumped savings.
Consumerism has trumped
production. We more
identify with what we have
instead of what we can create
or produce. So all of this leads to
a spiraling downwards. There is no
doubt about that.”
Kluth, whose book takes people
through 40 daily Bible readings and challenges them to contribute 10 percent of their
income for 90 days and see if God doesn’t begin to work
in their lives and finances in ways they haven’t previously
experienced, says people and businesses won’t regret
being generous.
“We can only lose what we didn’t give,” Kluth says.
“What we gave we still have. The principle is when there
is a downturn in the economy, you may lose income and
assets, but if you gave something in the past, spiritually
speaking, you’ll still have it. It’s still stored up. That’s a
protected investment with no loss. You cannot lose what
you have given, which is an amazing concept, because
everything else you can lose or the government will take
in taxes. Build your life and business on biblical principles. They are solid. Everything else is shifting sands.”
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The FBI currently has open

more than 530 corporate
fraud investigations.

At the same time, the number of

mortgage fraud complaints
nationwide has nearly tripled,
from 21,994 in 2005 to 62,494 in 2008.
over the accounting gimmicks and
insider trading at the Houston-based
Enron subsided, experts say business largely resumed as normal and
little was done to address the underlying factors that had contributed to
the collapse of Enron and other companies. As the nation emerged from
the 2000-01 recession and recovered
from the September 11, 2001 terrorist attacks, the Federal Reserve lowered interest rates, business boomed,
the stock market rocketed upwards,
and housing prices soared.
Meanwhile, many of the federal
agents and prosecutors handling
corporate fraud cases were redeployed to prevent another terrorist
attack. During this time, the number
of corporate and securities fraud
cases the Federal Bureau of Investigation opened increased from 1,215
in 2003 to 1,746 in 2007. Even with
many of its resources diverted to
preventing terrorism, the Corporate Fraud Task Force has obtained
nearly 1,300 corporate fraud convictions since 2002. This includes more
than 370 chief executive officers,
presidents, vice presidents, and chief
financial officers.
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Now top FBI and Justice Department officials say the “expansive
crime problem” in corporate America
is much larger than initially suspected.
The FBI currently has open more than
530 corporate fraud investigations.
At the same time, the number of
mortgage fraud complaints nationwide has nearly tripled, from 21,994
in 2005 to 62,494 in 2008.
In a recent hearing in Washington,
D.C., FBI and Justice Department
officials told the U.S. Senate Judiciary Committee that various types
of corporate criminal behavior and
mortgage fraud had played a significant role in the global recession that
has cost banks and other financial
institutions $1 trillion. They testified that the amount of corporate
and mortgage fraud poses a “serious
threat to our nation’s economy.”
“The current financial crisis has
produced one unexpected consequence: it has exposed prevalent
fraud schemes that have been thriving in the global financial system,”
FBI Deputy Director John Pistole
testified. “For example, current
market conditions have helped reveal
numerous mortgage frauds, Ponzi
schemes and investment frauds, such
as the Bernard Madoff alleged scam.”
In response, elected officials,
who relaxed lending standards and
removed barriers to risk-taking in
recent years, are rethinking their
oversight role. Home buyers, some of
whom borrowed more than they could
afford, are reconsidering the stability of real estate. And economists are
likewise re-examining the balance
between government regulation and
free enterprise.
Following the “pro-business”
years of the Bush Administration,
Windsor hopes the Obama Administration doesn’t go too far and
over-regulate business, stifling
economic growth.
“The incoming party is apt to
make the mistake in the opposite
direction,” Windsor says. “They are
likely to make too much regulation
and expand the role of government
too much, not on a temporary basis,
which would be understandable to
stimulate the economy, but on a permanent basis.”
The Obama Administration
is already taking steps to address
business ethics by limiting executive

compensation and bonuses.
Upon learning that Wall Street
firms paid out nearly $20 billion in
bonuses last year even as they were
seeking bailout funds, President
Barack Obama placed a $500,000
cap on executive compensation,
limiting “golden parachutes” and
requiring corporate boards to adopt
policies on luxury expenditures.
Robert Bryce, an energy journalist and author of Pipe Dreams:
Greed, Ego, and the Death of
Enron, cites the recent example of
former Merrill Lynch Chief Executive Officer John Thain. Thain, who
spent $1.22 million to remodel his
office last year, was ousted after
the company lost billions of dollars
and was forced to seek further aid
from the U.S. government.
“What happens when these
guys get into the executive suite
is they get a sense of entitlement,”
Bryce says. “One of the key lessons
of Enron is that your top executives must resist the temptation to
believe they deserve it, whatever
it may be – more money, a bigger
office – because fish rot at the head.
That’s what happened at Enron.
When you look at the companies
now seeking bailouts and are failing, they have rotted at the head because they did not have ethical and
attentive leadership at the helm.”
Out of this debacle, Daniel
Short, a professor of accounting at
the Neeley School of Business at
Texas Christian University in Fort
Worth, says more companies are
focusing on the “basics of business”
– meeting customers’ needs.
Dallas-based Southwest Airlines,
which has avoided layoffs and just
celebrated its 36th consecutive year
of profitability, is an example of a
business that sticks with the basics
and is guided by strong values,
Short observes.
“Herb Kelleher founded Southwest and he helped create the value
system,” Short says. “Herb never
got into a big stretch limo and never
stayed at the Four Seasons. If you
go over to Love Field, you won’t find
a palatial corporate headquarters.
He’s a basic individual with basic
values and basic tastes. He never
put himself on a pedestal, never
tried to be more important than
anyone else in his organization,

“One of the key lessons of Enron

is that your top
executives must resist
the temptation to
believe they deserve it,
whatever it may be –

more money,
a bigger office –

because fish
rot at the head . . .”
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Effective business leadership

is based on four principles . . .

integrity, responsibility,
compassion, forgiveness.
and he always put customers and
employees first.”
Fred Kiel, co-author of Moral
Intelligence: Enhancing Business
Performance & Leadership Success
and a senior partner at KRW
International, a business advisory
consulting firm in Minneapolis,
Minnesota, argues in his book that
the best-performing companies have
leaders who are able to inspire high
moral standards throughout their
organizations.
“People know in their heart of
hearts that you have to obey certain
universal principles of morality in
everything you do or human society
won’t thrive, because these principles, as cultural anthropologists
have found, really are universal,”
Kiel notes.
Kiel says effective business leadership is based on four principles
that will lead to sustained business
results in the long term.
“No. 1, integrity – telling the
truth and keeping your promises,”
he writes. “Secondly is responsibility – admitting your mistakes and
taking responsibility for your personal choices.
“And the two principles at the
heart of what seem to be universal
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moral principles are compassion and
forgiveness. Compassion is simply
caring for other people, not just as
instruments to achieve your business
goals. And forgiveness helps to create
an environment that is innovative.
You won’t get a creative workplace
unless you have leadership that is
grounded in a forgiving attitude
toward well-intentioned mistakes.”
Dave Warren, co-founder, president and chief executive officer of
Energy Alloys, LLC, a Houston-based
oil services company, attributes part
of his company’s success to high moral
standards. The company’s tagline, “We
Do What We Say We Do,” is displayed
on signs and employees’ notebooks.
This focus has helped the company,
which did $350 million in sales last
year, build a “real solid and I think
exceptional reputation” for meetings
its customers’ needs, Warren says.
“We are being watched by everybody in the company to make sure
we’re not only talking the talk, but
walking the walk,” Warren says. “I
think employees see it, customers
see it, and suppliers see it; and in the
long run, everyone wants to associate
themselves with high-integrity and
high-credibility type of organizations
and people.”

Clifford F. Eslinger, managing
partner of Vantage Associates-West,
a Houston-based firm that consults
with executives to achieve greater
business results, claims that morality
and ethics are “good business,”
and his company helps executive
teams clearly understand what their
values are and how to model them
to employees.
“That gives them a standard
to live up to, and it’s what employees are always watching,” Eslinger
says. “Our employees are a lot like
our children. They have this video
camera that they watch us with,
that they never turn off; and regardless of what we say, their behavior
reflects what they have observed
us doing.”
At Nadel’s office in Houston,
Senior Account Executive Michele
Maschke predicts that the companies that are going to survive the
economic downturn are the ones
that are trustworthy, transparent,
and have built long-lasting relationships with their employees
and customers.
As the business world seeks to
regain its footing, Nadel says the
government won’t be able to pass
laws legislating morality. Rather,
business people should follow their
gut instincts about what is right and
wrong, and act in an “uplifting fashion.” And he encourages business
schools to do a better job of educating students about the importance
of high ethical standards.
“I believe that the greatest percentage of people in business have
a strong sense of morality,” Nadel
says. “Much of the problem we’re
having has to do with the training
in various schools. In courses I’ve
taught, it comes as a big surprise
when I say you can make more
money on a permanent basis if you
deal with people with a high sense
of morality. I do not believe our
young people should be educated to
be goody two-shoes, but they must
understand and feel a sense of compassion and respect for others.” N

Troy Anderson, an award-winning
newspaper reporter based out of Southern California, also freelances for a variety
of national and regional magazines.

