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Ruth McFadden faced a decision she couldn’t put off any longer. As
vice-president of the Reliance Insurance Company, she had five departments
reporting to her. Four departments were running smoothly but the fifth had been
troublesome for a long time. It was the Claims Department. The department was
responsible for verifying insurance claims field by policyholders, and authorizing
payments to health care providers. The manager of the department had just resigned,
to no one’s surprise. The department was a real pressure cooler. The volume of
medical claims had increased by 28% over the past year, but the department was
able to add only two new people. Everyone was feeling overworked. With the
ever-changing complexities of the insurance business, an increasing percentage of
claims required greater verification. Not all the services provided by health care
providers were covered under the various insurance policies offered by the company.
The company had recently switched to larger computers to help accommodate the
processing of claims, but there were still many bugs in the system. Consequently, the
work flow would often get backed up. Turnover was a concern in the department,
and employees would seek to transfer to more tranquil departments, or would simply
quit the company. Everyone at Reliance knew the Claim Department was the fast
track to high blood pressure.

McFadden was faced with picking a new manager for the department. Both
final candidates were current employees of the department, and both had great
strengths but in different areas. McFadden knew her choice would be critical to the
welfare of the department. One candidate was Esther La Quinta. She was extremely
knowledgeable about the job from a technical standpoint. McFadden felt La Quinta
could lead by example. She was one of the most proficient claims processors in the
department. She knew all the operating policies governing payments, and helped
debug the new computer system when it was installed. She was often utilized within
the department as a resource—someone to turn to for advice on how to get
something done. If any anyone in the department was an expert on claims
department, it was La Quinta. However, she had some trouble getting along with
people. She had a quick temper, and was very patient in dealing with people who
weren’t as skilled as she was, which was just about everyone. If the work situation in
the department was already
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stressful, put her in charge might be like pouring gasoline on a fire. Yet, McFadden
thought, she might bring more order to the department by her vast technical ability.

The other candidate was Arlene Davidson. Davidson had great interpersonal
skills and was truly liked by all her coworkers. She was a calming influence within
the department, helping people through difficult times by being supportive of their
efforts. She just seemed to have a way with people that inspired trust and mutual
concern. However, Davidson, unlike La Quinta, was not a particularly proficient
claims processor. Her work was satisfactory, but nothing more. She seemed
intimidated by the new computer system, and frankly admitted she preferred the old
system. Put Davidson in charge of the department would definitely help matters in
some regards, but her lack of technical expertise was a real liability. McFadden
wondered just who would get the work out if even the manager didn’t know what to
do.

McFadden was faced with dilemma. Each candidate had major strengths that
were sorely needed in the department. Yet each was lacking in something that was
also needed. Each woman could provide leadership ability in her own area, yet their
perspective shortcomings could well be their undoing. McFadden did not envision
any foreseeable changes in the makeup of the department. The volume of work was
likely to keep increasing, and would not get any easier to process. With the recent
turnover of the manager, there was an added sense of turmoil in the department.
McFadden wondered if she should start dispensing tranquilizers to the employees.
She felt in a real blind. The Claims Department was critical to the success of the
company, and the manager of the department was critical to success of the
department. If she picked the wrong person to lead the department, McFadden knew
she might have to go through this all over again.

REE (% 50 %)

1. Are there characteristics of the work situation that suggest whom to select for
this managerial position? Which ones and why? (20 4 )

2. Does McFadden have any other options besides picking La Quinta or Davidson?
What might they be, and what are the costs and benefits of doing so? (15 %4 )

3. Which theories of leadership do you find to be useful in helping decide what to
do in this case? (15 4 )



