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Society is not made up of simply a group of individuals interacting and contracting with
each other. While the well-being of individuals is the raison d’être of a liberal
democratic society, we are a society of institutions and many of the problems we face
are institutional problems. These problems are not confined to, but are particularly acute
for, public sector institutions. An important part of the solution to such problems lies in
making those institutions more ethical. This involves developing both a conception of
ethics as an institutional phenomenon as well as an individual one—to say what it might
be for an institution to be ethical and, hence, what “institutional ethics” might be.
1. Introduction
While awareness of ethics issues in the major organizations of modern society has
grown in recent years, our primary perception of ethics is, and always has been it seems,
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centered on individuals. Both the questions we ask about ethics and the answers we
propose are essentially individual. If it could be encapsulated in a single statement, we
could say reasonably that for most people ethics attempts to answer the question “How
should I live my life.” Even if asked in the plural “How should we live our lives” it is
most often seen as a question for human beings about how each of us should live our
lives rather than about how we live as groups.
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The solutions to ethical problems are generally expressed as rules, maxims, and guides
or, in organizational contexts, as codes. These codes may be backed by legislation
enforcing or criminalizing the most serious breaches, and may define a person’s conduct
in either of two ways. Aspirational codes define how individuals should live and/or
work together, according to ideal standards that they ought to strive toward. Punitive
codes, on the other hand, define actions and activities that ought to be avoided. The
exhortations to the former or the sanctions against the latter are expected to be
internalized by ethical individuals.
The emphasis on individuals and ignoring of institutions is a feature of work on public
sector ethics with few exceptions. The root of the problem lies in the first major
American contribution to public sector ethics, Stephen Bailey’s influential 1964 essay
“Ethics in the public service.” Bailey’s choice of emphasis, the individual administrator,
greatly influenced the path of public ethics. This focus tends to detract from the
organizational context in which administrators exercise discretion and generate value
paths for others in the group.
This overemphasis on individual ethics is common to all areas of applied ethics.
Initially, the field of inquiry called applied ethics was developed in the United States,
where, arguably, individualist approaches have always been dominant. While ethicists
with an interest in the public sector might be expected to be more sensitive to the
institutional dimensions of their subject, public sector ethicists at that time merely
followed the same paths as their colleagues by continuing to focus on individuals.
This tendency toward an individualist analysis has been reinforced by much
contemporary ideology, both in seeing society as an amalgamation of individuals and in
emphasizing individual responsibility in many areas of law (in the care of dependents,
in contractual and tortious liability, and in criminal responsibility). The individualist
approach is also seen in the predictable responses to social problems and institutional
corruption. Blame is commonly directed towards individual perpetrators, encouraging a
scapegoat mentality whose purpose is to address public demands that justice be done.
This betrays an assumption that responsibility for wrongdoing lies in particular
individuals who behaved foolishly, illegally, and/or unethically. The problem is
perceived as a flaw in individual conduct and the solutions in terms of ethical standard
setting or legal regulation that describes the conduct to be avoided and prescribes
sanctions for those who do not take heed.
In this article, I argue that society is not made up simply of a group of individuals
interacting and contracting with each other. While continuing to emphasize that the
well-being of individuals is (or should be) the raison d’être of a liberal democratic
society, I argue that we are nevertheless a society of institutions and many of the
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problems we face are institutional problems. These problems are not confined to, but are
particularly acute for, public sector institutions. An important part of the solution to
such problems lies in making those institutions more ethical. This involves developing
both a conception of ethics as an institutional phenomenon and an individual one—to
say what it might be for an institution to be ethical and hence what institutional ethics
might be. Section three, therefore, discusses what it means to institutionalize ethics—to
build ethics into an institution.

U
SA NE
M SC
PL O
E –
C EO
H
AP LS
TE S
R
S

This emphasis on institutions requires some background explication of the nature of
organizations. Section four provides the main body of the article, and discusses how our
conception of what an organization or institution is makes a huge difference to how we
address ethical problems within them. However, rather than choosing a particular
organizational theory as a foundation for discussion, each theory provides some insight
that contributes to the overall perception of ethics in organizations. The role of
organizational culture is also discussed in this section, and it is observed how much a
culture affects the ability of an ethics regime to do its work. Section five discusses how
successful legal codes are in sustaining and supporting institutional values as part of the
organizational culture, and, finally, section six provides some tentative conclusions
about the direction in which institutions must proceed if they are to create the kind of
organizational environment that is capable of sustaining an ethics regime.
2. From Individual Ethics to Institutional Ethics
2.1. A Society of Institutions

The centrality of individuals in our ideas about society and ethics may seem
understandable in the light of liberal ideas about the importance of individuals and their
rights forged during the Enlightenment that now dominate contemporary economic,
political, and moral debate. They can be found in Locke and his conception of society
and polity as the creation of free individuals contracting with one another to create
institutions entrusted with the advancement of their welfare. They are found in the
American Declaration of Independence in the creation of new institutions where old
ones had breached the people’s trust, or merely failed to generate continued support.
They are found in the liberal ideal of a market of freely contracting individuals. They
are also found in the idea of individual rights, in the utilitarian concern for individual
welfare, and in the concern for autonomy. While principally guided by the
Enlightenment, such individualist ideas are grounded in much earlier Christian
principles of individual moral responsibility, not to mention Reformation beliefs
concerning the relationship between individuals and their God.
However, if we take one step back this conception seems odd. Human beings are social
animals, descended from social primates without interruption. In other words, human
beings have always lived in social groupings but those social groupings have been
changed, added to, and given organized form by deliberate action. The resulting
organizations and institutions often turned out contrary to the intentions of those who
created them, due to unintended consequences and attempts by others to reinterpret,
reform, or simply capture them. Institutions grew and prospered to the point where they
began to be consciously created, because people began to recognize that pooling the
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skills, knowledge, and power of various individuals often allows more to be achieved
than through individual efforts. This much has been obvious from the collective survival
techniques of our hunter gatherer forbears, to the observations of Ronald Coase, whose
theory of the firm postulated that business organizations ought to be created where it is
more efficient to organize work than contract for it.
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Organizations and institutions have made the progress of human society possible—
harnessing both the creativeness of individuals and the enormous power of their
cooperative ventures. However, the power of institutions can be turned to diverse ends,
unworthy as well as worthy. Any organization may attract entryists who could use that
power in new and different ways and for new and different ends. To some extent, this is
a weakness, limiting the effectiveness of the institution. However, it can also be seen as
a source of potential strength. The different ends to which an institution may be turned
provide the life, the dynamism of the institution. They make it possible to outgrow the
limited and frequently misguided vision (if any) of those who established them. The
problem is that institutions may attract those who wish to exercise power purely for
their own good, or in pursuit of ideas that are abhorrent to most individuals. Thus,
institutions not only make human development, indeed history itself, possible; they also
provide the darkest hours of that history. They have oppressed members as well as
outsiders and forced them to serve the ends of those who control those institutions.
The Enlightenment challenged such notions—emphasizing, celebrating, and justifying
the role of the individual in law, politics, and economics. In economics, Enlightenment
philosophers such as Adam Smith highlighted the potential of markets to increase
human well-being by allowing individuals to trade to their own advantage. In law, they
gave us the concept of human rights, as well as the notion of the rule of law, where laws
would be predictable and allow conscientious citizens legal space in which to play out
the game of life. In politics, they emphasized individual sovereignty. In ethics, Bentham
saw the only criterion for judging action in the extent to which it maximized the
pleasures and minimized the pains of individual human beings. Kant’s criterion was
whether the action could be the subject of a universal rule that could be adopted by all
individuals. Rawls built on these various conceptions by seeing each as different means
of demonstrating “equal concern and respect” for individual human beings. For Rawls,
society and state were the result of a contract between individual citizens for their
benefit, forming institutions that could be discarded by citizens if they did not
subsequently fulfill their telos. In all cases, institutions were to serve individuals rather
than individuals to serve institutions.
The individualism of these ideals has been given even greater prominence in the
English-speaking world with the political triumphs of Margaret Thatcher and Ronald
Reagan. However, the revival of these ideas in their strongest and possibly least
sophisticated forms has not improved the life of ordinary citizens in English-speaking
countries, many of which have been spoiled by market fetishism. The reason is that the
strength of these ideals also constitutes their greatest weakness. Individuals may be the
point of, the justification for, the raison d’être of human society, but society cannot be
described or understood merely in terms of individuals. Despite all the rhetoric, we live
our lives largely in (and, to a significant extent, through) the institutions in which we
grow up, work, play, and procreate. They are what made human progress possible and
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provide the social life that is essential to our natures as social beings. Institutions
continue to dominate virtually every area of social life and simultaneously sustain and
infuriate us by providing the best and the worst experiences of our daily lives. The
problems, and the opportunities, of modern life are provided by institutions. Indeed,
modern life as we know it is possible only with institutions. So there is no point in
idealizing about a society of individuals. We cannot ignore our social nature, the
benefits that social interaction can bring, or the evils that it can generate. We must
reform our institutions and make them work. Our goal must be to avoid the harm while
seizing the benefits that only institutions can provide—making institutions operate to
enhance rather than diminish the lives of the individuals they are supposed to serve.
This is true of the institutions of government, business, religion, and family.
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The Enlightenment message is misread if it is seen as atomizing society into selfregarding individuals. The message is that the institutions through which we live our
lives as social beings should be justified to the extent they serve those social beings
rather than the social beings being subordinated to them. The point is to try to get
institutions to live up to their promise rather than down to their evil possibilities. In
order to do this we must consider the values that our institutions should aim to achieve
and the means for making it more likely that they will do so Because of the centrality to
our society of institutions, we must be wary of purely individualistic explanations. As
indicated earlier, there is a tendency to see ethical problems in terms of the failings of
individuals and to look for solutions in either legal regulation that applies sanctions to
wrongdoers or ethical standard setting to show individuals the way. However, in a
society of institutions, the problems are often rooted in those institutions in which we
work. They may throw up ethical dilemmas or ethical temptations, they may generate
cultures supportive of unethical behavior, or the structures of incentives and
disincentives may unintentionally favor unethical behavior.
2.2. “Insufficient Saints”

This is not to blame institutions for the failings of individuals in order to excuse them
for not taking responsibility for their own actions. As will be seen later, individuals have
a very important role in any ethics regime designed to improve the ethical standards of
an institution. However, blaming the individuals is a far greater cop out because it
denies that we need to do something about the institutional causes. Even if ethics is seen
purely in terms of what individuals should do, institutions are important because they
provide ethical tests and temptations for individuals to address. The more such ethical
challenges are overcome, the more ethical the individuals and the greater the credit for
having withstood those challenges. Indeed, it might even be thought that high standards
of ethics could be established only by continually addressing and meeting ethical
challenges. (Accordingly, we admit that the reform of institutions to reduce the ethical
challenges provided by the ethical dilemmas and temptations they generate would
produce fewer saints.)

There are insufficient saints to run a modern bureaucracy. Saints are in short supply—
and we have better uses for them elsewhere. It is better to design institutions that do not
require saints to run them. It is better to develop virtuous institutions where conformists
can be virtuous than evil institutions where only saints will be virtuous. Indeed, I have
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previously emphasized the importance of institutional failings in generating ethical
crises and that the solution to problems of individual conduct requires a coordinated
approach to ethical standard setting, legal regulation, and institutional design.
2.3. Ethics and Institutions
The institutional basis of our society, and the institutional causes of many problems that
we see as ethical, introduces two very important dimensions to ethics. First, ethics is at
least in part about institutions and it is therefore vital that we recognize and promote
institutional ethics. Second, to improve the ethics of institutions, ethics has to be built
into them—ethics has to be institutionalized. The rest of this article will be spent in
exploring the possibilities generated by these two ideas.
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2.4. Institutional Ethics
If improving conduct is about institutions as well as about individuals, what is the
nature of institutional ethics? In what sense are institutions ethical and what are the
basic values and principles of institutional ethics? There are many ways of conceiving
ethics. But, as we have seen, one of the most attractive and all encompassing sees it as
our attempts to answer questions like “How should I live my life?” and “What am I
good for?” Institutional ethics may be seen as asking similar questions about
institutions. This should not seem too much of a surprise. If we want to consider how
we live our lives as humans, ethics is as much about how institutions operate as it is
about individuals. Indeed, it may even be valid to say that it is first and foremost about
institutions. Many of the traditional problems of ethics concern social cooperation and
can be played out only in the organizations through which social cooperation is pursued.
Thus to some extent, considering questions about institutional ethics involves a
reinterpretation of questions of social cooperation and interaction arising within
individual ethics.
Of course, the questions change character when asked about an institution. The answers
are different, too—about the way we should live our lives within institutions, and how
we should collectively act within them. In one sense, the institution is, itself, an answer
to an ethical question about how we should live our lives as social beings seeking to
form groups that further our ethical flourishing. Many institutions may not have been
created as conscious answers to ethical questions. They were created, or merely grew
up, in response to other questions, challenges and/or opportunities that presented
themselves. These questions, challenges, and opportunities may well have had an ethical
dimension—or at least be capable of reinterpretation as ethical questions about the way
we should live our lives as social beings in cooperation with each other. But whatever
the origins of institutions, the Enlightenment has posed an ethical question about
whether they serve the people of the community or communities where they operate and
whom they supposedly serve. If institutions are to serve individuals rather than the other
way around, then the institutions must justify their continued existence in terms of the
way they serve human flourishing inside as well as outside the relevant communities.
We are not unused to justifying public-sector institutions. Indeed, demands for such
justification are incessant in the climate of deregulation, corporatization, privatization,
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and libertarian animosity towards the state. While much of the rhetoric can and should
be rejected (not least for its hypocrisy in failing to deal with the threats of so-called
private-sector institutions whose growing power can be at least as great a threat to
individual flourishing as the shrinking organs of the state), there should be no reluctance
to justify the public-sector institutions in which we work. If we do not believe that their
existence is justified by the way they serve human flourishing of individual citizens then
we have no business retaining our positions. Most of us believe in the value of what we
are doing (or at least trying to do) and are more than prepared to justify it. As argued
elsewhere, those justifications can provide the answer to the core ethical question about
the institution and the core values of the institution’s ethics (see Institutional Ethics).
2.5. Justification—Linking Law, Ethics, and Institutional Reform
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It has been argued that improving the conduct of public servants and the performance of
public sector agencies requires a combination of ethical standard setting, legal
regulation, and institutional reform—each of which is occasionally used to improve
conduct and performance but each of which is likely to fail if not supported by the
others. Further, the justification of the institution provides a vital link that allows the
coordination of the three so that they are mutually supportive rather than contradictory.
First, the justification of the institution provides the basis for the legislation and
regulation that is to apply to the institution. It also provides a clear purpose that can
assist in the interpretation of that law. Secondly, the justification provides the normative
basis for the institution’s ethics—the values to be served by our conduct. It sets out the
positive standards by which administrators should judge themselves and be judged by
their peers, standards that can serve to indicate why certain kinds of activity are
unethical. Finally, the justification provides a standard for criticism and redesigning our
government institutions. The justification does not merely tell us to aim for efficiency
but the ends to be achieved efficiently. Making government organizations live up to that
justification provides the key challenge for modern public-sector management.
2.6. The Centrality of Institutional Ethics

So conceived, institutional ethics is not a peripheral matter but goes to the heart of an
institution. Institutional ethics conceived as “how we live our social lives within this
institution” or the “justification for our institutional existence” is hardly the marginal or
peripheral affair it seems to become. Ethics must be incorporated into government and
our thinking. People should think ethically rather than merely instrumentally. This is not
so far from what we do. It is just not as explicit. We are probably ethical in most of
what we do because we do try to avoid cognitive dissonance. However, we separate it
and the dangers are of serious clashes.
We already argue in terms of values—either economic ones or policy promises. Some
explicitly link to an ideal about the purposes of government. How something is
presented may be seen as a matter for advertising agencies. However, there have been
some astonishing failures by the cynics. Policy would be better if linked consciously to
the purposes of government that you have identified in your justification for seeking
election. I would be very surprised if it did not help sell the policies.
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There will be tensions between the various values justifying government—even those
that are pushed by a single party in an election. This could be seen as a way out for
governments to be able to use ethics to talk their game. However, it will help all to
locate proposed action within their own value set and those projected to the public. If it
is sincere it will not appear pious posturing and sophistry but an act of integrity.
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Ethics so conceived cannot be introduced as an afterthought. It must be built into the
operations and decision making of the institution—what we call institutionalized. Ethics
must be part of decision making rather than a side constraint to be considered
afterwards. Yet in most organizations, key decisions about policy, structure, etc. are
made and then potential ethical issues are considered. This is a recipe for
marginalization and ethical minimalization as ethical precepts will inevitably be
reinterpreted to permit the decision that has already been taken. The means by which
ethics may be institutionalized is the subject of the rest of this article.
-
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