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1ST Recruitment Problem Solving Report
1. Introduction
Problem solving is one of the most fundamental responsibilities of leaders and managers. In today’s business environment, characterised by uncertainty, volatility, and interconnected risks, problem solving requires more than reactive decision-making. It requires a systematic, evidence-based approach that integrates financial, operational, and human considerations (Slack, Brandon-Jones, & Burgess, 2022). Organisations that develop strong problem-solving capabilities are more resilient, able to adapt to challenges, and better positioned to achieve long-term success.
Small and medium-sized enterprises (SMEs) face particular vulnerability when it comes to problem solving. SMEs typically operate with limited reserves and fewer internal controls compared with larger corporations. This makes them disproportionately exposed to disruptions in cash flow, supply chains, or customer behaviour (Atrill & McLaney, 2019). According to the Federation of Small Businesses (FSB, 2022), late payments are one of the most pressing problems for SMEs in the UK, with over 90% of small firms reporting delayed client payments and billions lost annually in unpaid invoices.
Recruitment agencies illustrate this vulnerability especially clearly. Unlike many service industries, recruitment agencies act as intermediaries: they supply temporary workers to clients but must pay those workers weekly, regardless of when clients settle invoices. Clients, particularly large corporate organisations, often insist on extended payment terms of 30–90 days. This creates a structural mismatch between agency cash outflows and inflows, leaving the agency dependent on reserves or external financing (REC, 2023).
The case of 1stPLACE Recruitment Ltd highlights this challenge. The agency specialises in supplying New Homes sales advisors to developers across multiple regions in the UK. Demand for temporary recruitment remains strong, as housebuilders often need rapid cover to manage sales centres and client enquiries. However, as the agency expands, so does its exposure to cash flow risks. Weekly payroll obligations grow, but client invoices are frequently delayed. The consequence is a recurring cycle of cash flow stress, increasing reliance on overdrafts, and reduced ability to reinvest in business growth.
This type of issue has been described as a “wicked problem” (Rittel & Webber, 1973), meaning it has multiple causes, diverse stakeholders, and no straightforward solution. The problem of late payments is financial, operational, and reputational: it affects internal management, external relationships, and the organisation’s future strategy.
This report applies structured problem-solving methodologies to address this issue. It begins by defining the problemin detail, outlining its scope and impact across different stakeholders. Root cause analysis will then be conducted using the 5 Whys and Fishbone (Ishikawa) Diagram, supported by academic theory on systems thinking and quality management. A range of alternative solutions will be proposed, drawing on financial management strategies, contract law, and industry practices. These solutions will be critically evaluated using grid analysis, cost-benefit analysis, and decision-making frameworks, before a preferred solution is selected. The report will then present an implementation plan, a stakeholder communication strategy, and monitoring mechanisms to ensure sustainable impact.
Reflection:
In exploring this introduction, I came to understand that problem solving in management is not a reactive skill but a structured, proactive discipline. Frameworks such as Deming’s Plan-Do-Check-Act (2000) and Kolb’s experiential learning cycle (1984) emphasise learning, adaptation, and continuous improvement. Relating these theories to the case of 1stPLACE Recruitment Ltd has highlighted that late payments are not simply financial inconveniences but systemic risks with far-reaching consequences. I have also recognised that framing the problem as a “wicked problem” reinforces the need for multifaceted solutions that address finance, operations, and trust simultaneously.
2. Definition of the Complex Problem
2.1 Description of the Problem
The central problem is that 1stPLACE Recruitment Ltd must pay its temporary workers weekly while clients, often large housebuilders, delay payments by up to 90 days. This mismatch creates a persistent gap between expenditure and income, resulting in liquidity stress. Unlike large corporations that can absorb such delays, SMEs such as 1stPLACE have limited reserves and must rely on credit facilities to cover payroll. As placements increase, so does exposure to this problem.
2.2 Scope of the Problem
The scope extends across multiple stakeholders:
- Agency Management: Directors face stress and distraction as they spend time chasing overdue invoices rather than focusing on growth.
- Finance Team: Must manage cash flow shortfalls and reconcile complex accounts.
- Temporary Workers: Rely on weekly wages; any delay risks loss of trust and potential attrition.
- Clients: May face service disruption if financial strain reduces agency reliability.
- Suppliers and Creditors: Experience delayed payments if the agency’s cash flow is constrained, risking credit ratings.
- Wider Economy: Late payments are recognised nationally as a barrier to SME growth and innovation (UK Government, 2021).
2.3 Impact of the Problem
The impacts are multidimensional:
- Financial Impact: Increased reliance on overdrafts and interest costs reduces profitability (Atrill & McLaney, 2019).
- Operational Impact: Administrative resources are diverted to chasing payments rather than value-adding tasks.
- Reputational Impact: Candidate trust suffers if payroll security is questioned.
- Strategic Impact: Growth is constrained; the agency may hesitate to take on large clients for fear of exposure.
- Sectoral Impact: Recruitment industry reputation may be harmed, as agencies are often perceived as unstable.
Reflection:
Defining the scope and impact forced me to think beyond financial spreadsheets. Overdue payments ripple people, processes, and strategy. I realised that candidates who are the lifeblood of recruitment are indirectly affected by client practices they cannot control. This taught me that problem definition is not simply about describing a financial gap but understanding the broader system of stakeholders who feel its effects.
3. Analysis of the Problem
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3.1 Information Gathering/ Reason 
To analyse the problem, multiple sources of data were gathered:
- Industry statistics: FSB (2022) reports that late payments cost SMEs billions annually.
- Literature: Brealey, Myers, and Allen (2020) highlight that working capital management is critical for survival.
- Regulation: The UK’s Payment Practices legislation requires large firms to report on payment performance, highlighting systemic issues (UK Government, 2021).
- Practical insights: Candidate feedback revealed that even perceived uncertainty about pay damages confidence.
3.2 Root Cause Analysis (5 Whys)
1. Why are there payroll gaps? Because client payments are delayed.
2. Why are payments delayed? Because approval systems in large firms are slow.
3. Why are systems slow? Because finance departments prioritise cash retention.
4. Why is recruitment impacted disproportionately? Because agencies must pay candidates weekly.
5. Why is there no safeguard? Because contracts lack enforcement, and the agency has no alternative financing.
Root Cause: Weak enforcement of payment terms combined with structural dependency on client goodwill.










3.3 Fishbone (Ishikawa) Diagram
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The Fishbone diagram identifies five main categories of causes:
- Processes: Weak invoicing systems; lack of penalties.
- Clients: Bureaucratic approval; prioritisation of internal cash flow.
- Finance: No invoice financing; reliance on overdrafts.
- People: Limited staff time for credit control.
- Policies: Loose contracts; weak enforcement.
Reflection:
Completing the 5 Whys and Fishbone diagram highlighted that problems often arise from both external and internal factors. While client behaviour is a driver, weaknesses in the agency’s own systems (such as contract design and credit control) exacerbate the issue. I learned that effective problem analysis requires looking at the organisation’s role in sustaining the problem, not just blaming external stakeholders.
4. Alternative Solutions
4.1 Proposed Solutions
1. Invoice Financing or Factoring – Provides immediate cash against invoices, securing payroll.
2. Tighter Client Contracts – Introduces penalty clauses, reducing client delays.
3. Dedicated Credit Control – Ensures systematic chasing of overdue invoices.
4. Client Segmentation – Focuses on reliable clients and reduces exposure to high-risk ones.
5. Advance Payments from Smaller Clients – Requires deposits for new/high-risk accounts.
6. Diversification of Revenue – Increases permanent placements for immediate fees.
7. Collaborative Approaches – Industry lobbying through REC to push for policy reform.
4.2 Grid Analysis

	Solution
	Cost (20%)
	Effectiveness (30%)
	Candidate Impact (30%)
	Feasibility (20%)
	Weighted Score

	Invoice Financing
	3
	5
	5
	4
	4.5

	Tighter Contracts
	4
	4
	3
	3
	4

	Credit Control Function
	2
	4
	4
	3
	3.8

	Client Segmentation
	3
	3
	3
	3
	3.3

	Advance Payments
	2
	3
	2
	2
	2.7

	Dual Income Stream Development
	3
	4
	4
	3
	3.7


Reflection:
Exploring multiple solutions showed me that no single approach solves everything. For example, tighter contracts are ideal in theory but often hard to enforce with big developers. Invoice financing stood out because it directly removes the cash flow mismatch, even though it carries a cost.












4.3 Cost-Benefit Analysis / Graph Analysis
Weighted analysis of cost, effectiveness, candidate impact, and feasibility showed:
- Invoice Financing scored highest (4.5/5).
- Tighter Contracts followed (4.0/5).
- Credit Control was moderately effective (3.8/5).
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- Invoice Financing: Net benefit £7,500.
- Tighter Contracts: Net benefit £4,000.
- Credit Control: Net benefit £2,000.
- Client Segmentation: May reduce client base.
Reflection:
Evaluating solutions forced me to balance cost against long-term value. I recognised that invoice financing, though costly, directly secures payroll and candidate trust — the agency’s most valuable assets. I learned to prioritise solutions that protect reputation and people, not just short-term savings.
5. Evaluation and Decision-Making
5.1 Decision Criteria
The solution must be:
- Affordable,
- Effective in stabilising cash flow,
- Positive candidate experience,
- Practical to implement.
5.2 Selected Solution
Invoice financing is selected because it directly addresses the payroll–invoice mismatch. Other options, such as tighter contracts, are valuable complements but do not solve immediate risks.
Reflection:
This section taught me the value of structured decision-making frameworks. Using grid and cost-benefit analysis reduced bias and gave me confidence in defending the choice of invoice financing. I realised that good decisions combine quantitative evidence with qualitative judgement.
6. Implementation Plan
6.1 Action Plan
1. Research and shortlist invoice financing providers (Week 1).
2. Negotiate terms and select provider (Week 2).
3. Train finance team to use the system effectively (Week 3).
4. Pilot the scheme with one client account (Week 4).
5. Roll out across all accounts (Week 5).
6. Monitor performance and costs on a monthly basis (Ongoing).
6.2 Success Criteria
To ensure clarity, the success of the implementation will be measured through SMART objectives:
- Reduce debtor days (DSO): Achieve an average debtor day count of less than 45 within six months.
- Protect candidate payroll: Ensure 100% of temporary workers receive weekly on-time payments.
- Increase efficiency: Reduce management time spent on chasing overdue invoices by 50% within three months.
- Financial resilience: Maintain liquidity ratios above 1.5 after implementation.

6.3 Gantt Chart
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Reflection:
Adding measurable success criteria has made me realise the importance of defining what success actually looks like. Without clear targets, it is difficult to know whether a solution is working. By committing to SMART objectives, I learned that monitoring financial and human outcomes together ensures both stability and trust in the business.
7. Communication Plan
7.1 Stakeholder Identification
- Management: Require oversight on costs and outcomes.
- Finance Team: Must be trained and confident in using the new system.
- Clients: Need reassurance that service continuity will not be disrupted.
- Candidates: Must be reassured that payroll remains reliable and consistent.
7.2 Communication Strategy
The communication plan is guided by two theoretical frameworks:
- Shannon-Weaver Model (1949): This emphasises clear transmission of messages, the importance of minimising “noise” (e.g., miscommunication about payroll), and the need for feedback loops. For 1stPLACE Recruitment Ltd, it highlights why messages to candidates about payroll must be precise and verified.
- Mendelow’s Matrix (1991): This model categorises stakeholders by power and interest:
- Clients: High power, high interest — require close management through professional updates.
- Candidates: Moderate power, high interest — need reassurance and transparency.
- Finance Team: High power, high interest — directly responsible for success, must be fully engaged.
- Suppliers/Creditors: Moderate power, moderate interest — occasional updates on improved stability.
Communication modes:
- Internal team briefings and training sessions.
- Regular updates to management via reports.
- Professional correspondence with clients by email and calls.
- Candidate reassurance via direct emails and social media posts.
Reflection:
Expanding the communication section using theory showed me that communication is not just about “who to tell” but also how messages flow. The Shannon-Weaver model reinforced that noise and misinterpretation can undermine trust. Mendelow’s Matrix helped me see that not all stakeholders need the same information; tailoring communication to power and interest ensures efficiency and effectiveness.
8. Monitoring and Review
8.1 Monitoring Techniques
- Track Days-Sales-Outstanding (DSO) monthly.
- Run candidate payroll satisfaction surveys quarterly.
- Compare costs of invoice financing against avoided losses.
- Use Balanced Scorecard:
- Financial: Reduced debtor days.
- Customer: Candidate satisfaction.
- Internal Processes: Efficiency of credit control.
- Learning & Growth: Finance team capability.
8.2 Review Mechanisms
- Milestone checks:
- Week 2: Provider selected, and terms agreed.
- Week 4: Pilot completed with one client.
- Week 6: Full rollout live.
- End of Quarter 1: Review cash flow improvements.
- End of Quarter 2: Candidate payroll satisfaction >90%.
- Quarterly board meetings to review KPIs.
- Annual renegotiation of financing terms.
- Contingency plan: If costs exceed benefits, pivot towards stricter contract enforcement.
Reflection:
Adding milestone checks taught me the value of breaking monitoring into stages. If problems are caught in Week 2 or Week 4, they can be resolved before spreading across the whole organisation. I learned that milestones create accountability, and when combined with frameworks like the Balanced Scorecard, they ensure the solution is judged not just on financial outcomes but also on people, processes, and long-term learning.
9. Conclusion
The problem of late client payments at 1stPLACE Recruitment Ltd is complex and systemic. It affects finance, operations, reputation, and strategy. Root cause analysis revealed weak enforcement of contracts and structural reliance on client goodwill. After evaluating alternatives, invoice financing was selected as the most effective solution, supported by a detailed implementation and communication plan. Monitoring ensures long-term sustainability.
Final Reflection:
This project has deepened my appreciation of structured problem-solving frameworks. I now see how tools like the 5 Whys, Fishbone, and cost-benefit analysis transform vague frustrations into actionable solutions. More importantly, I learned that financial problems are always human problems in recruitment: protecting candidate trust must remain central to any solution.
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