Shedding Light on
Organizational Ethics

Five Ethicists Help Define and Contextualize an Elusive Topic

hat is organizational
ethics? Why is it impor-
tant for the Catholic

health ministry? There is no single,
universally accepted answer to
cither of these questions, but there
are many ways to describe just how
far reaching and pervasive organiza-
tional ethics is for Catholic health
care. The following commentaries
by Catholic health care ethicists are
an effort to bring a little clarity to
what we mean when we say “orga-
nizational ethics,” as well as a way
of demonstrating the impact this
field has on our ministry.

How would you define
organizational ethics?

CAROL BAYLEY, PhD
Vice President, Ethics/
Social Justice Education
Catholic Healthcare West,
San Francisco

L = Organizational Ethics
b J is the fancy name

Bayley we’ve given to the delib-
erate reflection an organization undertakes
when it has a decision to make that puts its
values in conflict with one another. When,
back during the Tylenol scare of 1982,
Johnson & Johnson took every bottle off
the shelves rather than risk hurting some-
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one, in spite of the potential damage to the ] & ]
reputation and the company’s bottom line, that
was organizational ethics.

When executive teams think carefully about the
relationship between what they get in compensa-
tion and what the lowest paid workers in their
companies get, or when they screen their invest-
ments for consistency with their mission, or when
they purchase supplies from an environmentally
responsible company, that’s organizational ethics.

PHILIP BOYLE, PhD, STL
Vice President, Mission
and Ethics

Catholic Health East,
Newtown Square, PA

I think organizational ethics
addresses the choices of all
who are part of an organiza-
tional enterprise—sponsors, board members,
executives, managers, employees, organizational
partners, and vendors. But, more importantly,
organizational ethics also looks at organizations
as moral agents.

Orther forms of applied ethics, such as business
ethics or managerial ethics, focus largely on small-
er, discrete sets of decision makers within an insti-
tution (e.g., executives), their codes of ethics, and
the limited universe of their choices (e.g., conflicts
of interest). But these other forms of applied
ethics do not focus on the organization itself as
a moral agent.

Thus the term “organizational ethics” principal-
ly encompasses a broader ethical field than that of
attending to isolated sets of decision-making enti-
ties within an institution. Organizational ethics
focuses upon the moral consistency that should
obtain among the numerous sets of decision-mak-
ing bodies both within and outside (e.g., civil law
corporate vendors, organizational partners) an
organization, each of which, when joined togeth-
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er, impinges upon and eftectively defines the moral
character of the organization. Organizational
ethics, then, both examines the formal ways by
which an institution ethically structures itself
through its policies and practices and explores the
informal culture that consciously—or unconscious-
ly—either promotes or degrades its values across all
aspects of its operation.

To these ends, organizational ethics must form
a structural part of the choices that different
moral actors make within an institution, regard-
less of their particular departments. This struc-
tural integration also holds true for the choices
that an organization makes through the policies
proposed by management, ratified by boards, and
carried out by employees.

JAN C. HELLER, PhD

System Director, Office of
Ethics and Theology
Providence Health & Services,
Seattle

Ethics is concerned with the
moral criteria that agents
Heller bring to bear on the choices
they make. Our moral choices can be categorized
into three broad, overlapping domains—our con-
duct (what actions we ought to do or refrain from
doing); our character (who we ought to be or
become); and, more abstractly, the conditions that
influence what we can do and who we can
become.

An organization is an example of a condition
that influences what we, as individual agents, can
do and what we can become. Informally, organiza-
tions influence our conduct and character in many
ways. They affect how we spend our time and with
whom we spend it; and their cultures shape our
attitudes, feelings, thoughts, and values. Formally,
they influence our conduct and characters through
policies and incentive structures.

Organizational ethics reflects on these influ-
ences and, being based on moral criteria, asks
how they could be shaped to make it easier for
individual agents to choose the right actions and
be the best persons they can be.

That said, organizational ethics is concerned
not only with individual agents but also with the
organization itself as a collective moral agent. For
organizations, as organizations, also make choic-
es about their conduct in the world and about
their character—choices, for example, about the
opportunities they will pursue and the kind of
culture they want to foster. And they, too, are
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influenced by conditions that are larger than
themselves. For example, health care organiza-
tions are influenced dramatically by the markets
in which they compete and by regulatory deci-
sions made by government officials. Organiza-
tions can, in turn, affect these markets and regu-
latory decisions, but they cannot entirely control
them. So they must make choices about how to
deal with them based on some criteria, some of
which should be moral.

PATRICK J. McCRUDEN,
MTS

Vice President, Mission
and Ethics

St. Joseph's Mercy Health
Center, Hot Springs, AR

Organizational ethics is

a purposeful, reflective
application of our values to the decisions, poli-
cies, and procedures that affect our patients,
employees, and communities. Thus organization-
al ethics is most concerned with those practices
that impact people.

I think we typically worry about how our clini-
cal ethics impacts our patients. But it’s our orga-
nizational ethics—hiring practices, staffing levels,
billing practices, legislative advocacy, and so
forth—that probably more keenly impact our
patients’ experiences in our institutions. Our
patients judge us not on our professed beliefs and
values but on the quality and compassion of our
care. People who work in our institutions come
to their own conclusions about what it means to
be employed by a Catholic facility. The commu-
nities in which we exist come to their own con-
clusions about what a Catholic institution stands
for. None of these people—patients, employees,
or community members—read our value or mis-
sion statements; they experience them.

McCruden

DAN O'BRIEN, PhD
Vice President, Ethics
Ascension Health, St. Louis

Organizational ethics con-
cerns organizational

integrity, whereby personal
and organizational relation-
ships, structures, behaviors,
processes, policies, and procedures reflect and pro-
mote human dignity and the common good. It’s
about fostering a work-life culture that is charac-

0'Brien -
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terized by integrity, participation, a positive spiri-
tuality, and healthy relationships and interactions.
An organization with integrity is one in which
decision-making processes are consistent with the
moral identity and values of the organization, so
that the organization, its associates and the com-
munities it serves may be freed to flourish in gen-
uinely human ways. It sounds rather lofty and for-
mal and ideal, but is actually very hard work in the
concrete—entailing a willingness to expose our
individual biases, preferences, and vulnerabilities.
Organizational ethics requires candor and open-
ness to each other, so that we can be truly respon-
sive to human needs, and not just be manipulated
by our own fears and hidden agendas.

What do you perceive are the
major organizational ethics issues
facing Catholic health care?

Carol Bayley I scc one major one, eclipsing all the
others. We are in the health care business. In our
tradition, health care is so fundamental to human
flourishing that all people deserve it, regardless of
who they are or whether they work,

But in the United States, health insurance—in
effect, access to health care—is seen as a benefit
either of employment or of destitution. Two of
our deeply held values are in conflict. One is the
need to stay afloat as a business in a capitalist sys-
tem; the other is a need to stay connected to the
tradition that informs our identity. How, and
whether, our health systems can carry the tension
of those two poles requires organizational ethical
reflection.

Philip Boyle Catholic health care faces challenges
that are unique within health care because the
ministry is informed by the Catholic moral tradi-
tion, particularly by Catholicism’s long tradition
of social teaching. While the Catholic tradition
has clear moral prohibitions (e.g., not taking the
life of the innocent), it also promotes strong
moral obligations concerning, first, care of those
who are poor, and, second, the common good,
which includes values such as subsidiarity, partici-
pation, and association.

As a consequence, the Catholic tradition cre-
ates challenges for every level of Catholic health
care. The challenges include providing appropri-
ate levels of charity care and community benefit,
setting responsible executive compensation and
living wages, establishing fair labor practices, set-
ting responsible investment policies, partnering
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with group purchasing organizations, and mar-
keting itself truthfully. In addition to these issues,
which are department specific, Catholic organiza-
tions must, as moral agents, be diligent and con-
scientious about those with whom they partner;
and vigilant that, as organizational ministries of
the church, they do not give scandal.

Jan C. Heller The organizations that make up
Catholic health care have a long and noble tradi-
tion of reflecting on their mission, identity, and
purpose as Catholic-sponsored organizations,
and on their impact on individuals and on com-
munities—those they serve and those they employ
or partner with. They also have a long tradition of
advocacy that seeks to affect the conditions that
influence their missions.

This is the work of organizational ethics,
although it has only recently been called by that
name. What needs to be done, going forward, is
to help sponsors, leaders, employees, and our
partners become more self-conscious about how
their work in and for Catholic health care can be
understood through the lens of organizational
ethics, and about how our organizations them-
selves can be understood and held accountable as
moral agents.

This can be done through education, through
ministry leadership formation programs, and by
linking formal decision processes to organization-
al ethics resources.

In addition, however, Catholic health care
organizations (along with other organizations
that are concerned with ethics) must become
more self-conscious about organizational ethics
as such, and about its implications for our organi-
zational life in general. We must decide, going
forward, which ethics standards we will use to
evaluate our leaders, our ethics programs, and
their resources and staffs; and how we will inte-
grate ethics processes into other important deci-
sions of the organization. Catholic health care
faces many concrete challenges—involving choic-
es about labor relations, staffing ratios, manager
salaries, and ethics training for board members,
to name just a few—bur all these issues will be
addressed only in an ad hoc way if we fail to insti-
tutionalize organizational ethics. Institutiona-
lizing organizational ethics is our biggest chal-
lenge in the long run.

Patrick J. McCruden 1 think /¢ major organization-
al ethics issue facing Catholic health care is its role
(or lack thereof) in transforming the American
health care system. I think we are all aware of the
physical and financial hardships borne by people
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without health insurance. More than 20 years ago,
the U.S. bishops called for the creation of a nation-
al health insurance plan, and Catholic health care
has aftirmed on several occasions our beliefin a
right to health care. I think we need to grapple with
our vision of how the American health care system
should be transformed and with our commitment
to that vision at the system and local level.

In that regard, at the individual hospital level, a
major organizational ethics issuc is how we care
for the uninsured, and, more generally, how we
care for the poor and vulnerable—care for, that is,
not only those who end up in our emergency
rooms but also poor people in the larger commu-
nity. How are we working to help expand services
to the poor in our communities and act as advo-
cates for them with our legislators?

Other major organizational issues include
staffing practices during times of increased bud-
getary pressure; billing practices towards the
uninsured and underinsured; and compensation
and benefit practices, especially those for our
highest- and lowest-paid employees. Catholic
health care is a ministry of the church and must
be transformational, transforming individuals and
communities. Our practices need to be evaluated
in light of our call to transform the world.

Dan 0’Brien In my opinion, the major ethical
issues facing Catholic health care are:

® The selection, development, and formation
of leaders—they are our future who will shape
how we respond to basic human needs.

® Ensuring that the vision and legacy of our
sponsors are carried into the future

» Promoting an organizational culture that is
transparent, embraces people’s spirituality and
interacts with the Catholic social tradition and
teaching

® Integrating the organizational and physician
cultures

u Effectively engaging those internal and
external forces that attempt to control our orga-
nizations through political, social, and legal
mechanisms or hidden agendas, rather than
through healthy dialogue and rational discourse

What do you see as some of
the challenges in implementing
organizational ethics?

Carol Bayley One challenge is that executives
associate “ethics™ with the various scandals we
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read about in the newspaper. Granted, Enron
and WorldCom were cthical failures, but most
cthical implications of an organization’s decisions
are not so clear. A bigger challenge in a busy
world is cultivating the habit of ethical reflection,
of considering the practical implications of hon-
oring one value at the expense of another. Part of
the challenge is that we tend to compartmentalize
too much. “Care for the poor” is considered a
“mission value,” whereas the kind of rating we
earn on Wall Street is seen as just the business of
business. In fact, every business decision is a reve-
lation of our values, either positively or negative-
ly. We just need more practice in using the values
language.

Philip Boyle Two broad problems exist for imple-
menting organizational ethics.

The first relates to developing processes that
address it. Many clinical ethics committees realize
that they do not have the committee member-
ship, case referral system, or skill set to facilitate
organizational ethics problems. To address this
void, health care systems have developed a dis-
cernment process for all organizational ethics
problems. This values-based decision-making
process (VBDM), sometimes called “mission dis-
cernment,” serves as a means of making plain
whether the discussion at hand is aligned with an
organization’s mission and values. Misused, how-
ever, the process can act as an after-the-fact justi-
fication for predetermined conclusions. Prag-
matically, getting all who work for the organiza-
tion to understand it, adopt it, and become
skilled and comfortable implementers of it will be
the work of the next 10 years.

The second challenge relates to this last point—
making practitioners competent and confident
with respect to organizational ethics. In clinical
ethics, by contrast, many feel confident about
their knowledge of what the issues are and about
the adequacy of their analysis in such areas as
informed consent, advance directives, and termi-
nation of life-sustaining treatment. They do not
feel equally confident in organizational ethics.
But they might strengthen their sense of self-
reliance by examining issues that have been care-
fully analyzed in business ethics literature. These
other arcas of applied ethics provide both clues
for analysis and the language and concepts need-
ed to tease apart the moral problems of organiza-
tional ethics.

Patrick J. McCruden One challenge is to bring the
voice of ethics to the table where decisions are
made. We tend to work in “silos” —the finance
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department develops the billing practices, human
resources (HR) develops compensation and ben-
efit plans, nursing works on stafting levels and
patient care, and so forth. Since these are not tvp-
ically seen as areas in which ethics should be con-
sulted or involved, decisions may be made in
them without reference to our values. This is not
to imply that decisions in these “silos™ are made
in an unethical fashion; but we have to be more
intentional about applying our values and ethical
principles in a systematic way throughout our
organizations.

Another challenge is a tendency to overlook
structures in our systems that may motivate peo-
ple away from ethical behavior, For example,
expansion of services to the poor will almost cer-
tainly attect operating margins. If compensation,
promotion, advancement, and similar matters are
tied too closely to financial success, then there
will be little incentive for a leader to expand ser-
vices to the poor, even if this is a clearly articulat-
ed value of the leader’s organization.

Dan 0'Brien In a time of intensely limited and
competing resources and other pressing organiza-
tional priorities, one of our greatest challenges is
persuading leaders to devote the time and
resources needed to promote and implement
organizational ethics and learning among leaders
and associates.

What advice or successful practice
in this area would you like to
share?

Carol Bayley We learn by doing. Some of the first
ethics committees learned how to talk about clin-
ical ethical ethics by reviewing cases that were no
longer active, to see how the ethical concepts of
autonomy or justice applied. Executive reams
that are serious about learning the language of
organizational ethics could start by looking back-
wards, at decisions they’ve already made, to see
what values were at stake and what choices were
made, and at what cost.

Or they could dedicate a certain amount of
time to reviewing the ethical implications of deci-
sions they are currently making. Sometimes “eth-
ical implications” look forward: If we are going
to close this or that program, we had better take
this or that step to mitigate harm. At other times,
the implications look backward. If we need peo-
ple whose natural styles of action and leadership
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are consistent with our organization’s values—or,
by failing to do so, risk decisions that don’t “look
like us”—we must hire, orient, and reward people
for the right reasons.

Whatever strategy an organization uses—
whether a retrospective or a concurrent review of
real cases—and whether the implications are for
future action or reveal past assumptions, the best
way to get better at organizational ethics is the
best way to get better at anything: practice.

Philip Boyle First, my experience in Catholic
health care has lead me to conclude that VBDM
gains a foothold once an executive experiences
the value in doing it. Different executives value it
for different reasons. Some see that VBDM ofters
a systematic way of discerning whether choices
are consistent with mission and values. Others
value it because it provides transparent evidence
to a board or sponsors, for example, that the out-
comes of VBDM turther the organization’s mis-
sion. Still others use it as a clarifying device to get
everyone on the same page. Whatever the reason,
once the merit of VBDM is made clear by its suc-
cesses, executives begin to implement it among
groups that report to them.

Second, it is critical for an organization to be
very clear how, when, and by whom VBDM is to
be implemented. In some organizations, man-
agement is required by policy to use it on all
major decisions and then to supply evidence to
the board that they have done so. In other orga-
nizations, either the mission leader or a mission-
effectiveness committee has the authority to
invoke the process. Nevertheless, however an
organization’s leaders decide the circumstances
under which a VBDM should be used, they need
to be clear about when it should be conducted as
a formal process and to reinforce the process
once it begins.

Third, the implementation of VBDM can
begin with less complex issues that can show the
organization the immediate benefit gained from
using it—in conceptually simple cases such as
those involving conflict-of-interest or vendor-
relation issues. Finally, the very process of devel-
oping a VBDM can galvanize support for its later
use. For a model developed for a health system,
see the free downloadable example at www.che.
org/publications.

Jan C. Heller There is an ongoing debate in health
care ethics about how best to structure organiza-
tional ethics vis-a-vis our long-standing clinical

ethics programs. In larger organizations, it makes
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sense to set up separate but related structures to
address clinical and organizational concerns. The
clinical ethics committee will usually have enough
work to do without trving to take on the de-
manding tasks of organizational ethics as well.

Furthermore, the choices that must be made
under the heading of organizational ethics gener-
ally require different talents—and, generally,
access to different kinds of information—than do
those involving clinical ethics. Of course, many
clinical issues will have organizational implica-
tions, and the two ethics groups can share mem-
bers or pass requests to each other doing so as
appropriate. Nevertheless, we recommend that
our organizational leadership teams, supported
by professionally trained ethicists and others who
gather relevant information on a given issue, con-
stitute themselves as organizational ethics com-
mittees when they face a choice that has signifi-
cant moral implications.

Thinking about organizational issues from an
ethics perspective requires preparation and prac-
tice on the part of our leaders, and they often find
this difficult to fit into their busy schedules. But,
as Jack Friedman, CEO of Providence Health
Plans, Beaverton, OR, recently said: “If we are
too busy to deal with an ethical issue as a leader-
ship team, then we’re not doing our jobs as lead-
ers.” It is always possible that the pressures that
our leaders deal with everyday will cause them to
miss significant ethical issues or to “sweep them
under the rug” in their rush to deal with many,
seemingly more pressing concerns. Still, organi-
zational leaders, including board members, are
our organizations’ most influential decision mak-
ers. They should learn to recognize and respond
appropriately to issues with organizational ethics
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dimensions. If they do not, the long and noble
tradition of ethical reflection in Catholic health
care may not continue into the next generation.

Patrick J. McCruden Organizational ethics needs
to be fluent in the language of business and man-
agement, but it should not allow the precepts of
our free-market system to crump the principles of
Catholic health care. The “just wage” is, for
example, a foreign concept in an economy in
which workers’ wages are set by the market.

In our health system, Sisters of Mercy Health
System, St. Louis, we have worked at the corpo-
rate level to work across the “silos™ and engage
our colleagues in discussions that utilize the
expertise of evervone “at the table.” For example,
to develop a position on just-wage and compen-
sation practices, we brought ethicists together
with HR and finance department people to ana-
lyze and discuss the ethical principles involved in
light of the reality of the employment market and
the impact of wage decisions on the system’s
finances. We ethicists, being educated in such
issues, educated the other professionals regarding
how justice would apply in these discussions.

Dan 0'Brien My advice is to seek out opportuni-
ties that will give leaders the personal, concrete
experience of a positive discernment or decision-
making process. That experience will reinforce
the perception that good ethics and spiritual
practices are genuinely worth all the extra effort.
The more we can connect ethics to spirituality—
as the “horizontal dimension” of spirituality—the
more relevance people will find in ethics. They
will see that it is much more than a series of
abstractions or rules. ®
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