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Problem-solving skills are quite important given the challenging business environment characterised by dynamism and increased requirements for flexible and effective management (Hook and Jenkins, 2019). This report addresses the value of problem-solving by considering the case of a small business based in London, UK – The Leyton Star pub. 
The pub consists of approximately 25 employees working on shifts (Zoom Info, 2023). Hence, it is categorised as a small-size entity. The pub has established a good reputation and a consistent base of loyal customers. The quality of service is also supported by the 5-star rating on the specialised tourist website Design My Night (2023). 
[bookmark: _Toc133424915]The workplace problem 
The main problem of The Leyton Star refers to the high level of employee turnover. Such information is not publicly available, but I have personal impressions because of my status as employee at The Leyton Star. In the last six months alone, more than ten employees left the company or approximately 50% of the total workforce. This sharply contrasts with the performed in the previous years when The Leyton Star experienced quite high levels of employee retention. 
The current crisis with employee turnover is not sustainable in the long run. This is a major issue causing not only disruptions and extra costs for hiring and training, but also generally lower level of customer service (Hook and Jenkins, 2019). The latter is explained by the fact that newly recruited employees cannot immediately perform at their optimal level due to the need to get familiar with processes and other colleagues (Hook and Jenkins, 2019). Taken together, the problems with the lack of retention should be addressed accordingly, as they jeopardise the company financially and in terms of quality provided to customers. 
[bookmark: _Toc133424916]Analysing information
[bookmark: _Toc133424917]Root cause analysis 
A fishbone diagram is proposed to show some of the key factors for the low pay level and general lack of attractiveness when working in the hospitality sector and the specific company. 
Figure 1 – Fishbone diagram 
[image: ]
As evidence, there are plenty of reasons explaining the occurrence of low pay levels at The Layton Star. The report explores the issue in more depth hereafter. 
[bookmark: _Toc133424918]Situational analysis 
PESTEL analysis is applied to examine the most relevant factors affecting the external environment (Morrison, 2020). PESTEL identifies key opportunities and threats originating from political, economic, social, technological, environmental and legal factors (Morrison, 2020). In this case, the model reveals the most relevant external factors which can potentially explain the high level of employee turnover at The Leyton Star Pub. 
Politically, the decision to leave the European Union (Brexit) and changes in the migration laws have caused a major outflow of migrant workers, especially from the other European countries. As reported by Sumption and Walsh (2022), net migration, especially from the EU countries, has experienced declines, as shown below. Therefore, the stricter migration legislation may have been a key cause for the labour shortage in the UK recently.
Figure 2 – Long-term trends in migration from EU countries
[image: ]
Source: Sumption and Walsh (2022)
Economically, it is important to note that the current level of unemployment is quite low. It stands at a rate of just 3.8% (ONS, 2023). This means that labour is scarce – a key situation exacerbated by the earlier discussed migration restrictions (Sumption and Walsh, 2022). The low level of unemployment also means that employees plenty of new opportunities in the job market. As a result, it is likely that some employees of The Leyton Star may be more eager to leave the company and seek more attractive employment opportunities elsewhere. 
Figure 3 – Unemployment level in UK (%)
[image: Chart, line chart
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Source: ONS (2023)
Moreover, the inflation in the UK is quite high at an annual level of 10.4% (Armstrong, 2023). This is much higher than policy target of just 2% per annum (BoE, 2023). The cost-of-living crisis and price pressure can be other factors making employees seek for alternative job opportunities providing higher salaries. This is quite natural as working in a pub is generally less paid and cannot compensate for the high inflation. 
Figure 4 – Inflation rate in UK (%)
[image: ]
Source: Armstrong (2023)
Social factors determine preferences of people and major demographic trends (Morrison, 2020). An increasing share of UK employees have demonstrated preferences for hybrid working mode combining home and office employment (ONS, 2022). Job design changes according to individual preferences are key for emotional and physical well-being of employees (CIPD, 2022). Hence, it appears to be a key factor for optimal motivation and employee retention. Working in a pub is more stereotypes and not flexible, as employees cannot work from home or based on flexible hours. Hence, the job position is likely to be less attractive for many, especially young, groups of employees.  
The other three factors from the PESTEL model – technological, environmental and legal – have a limited impact on The Leyton Star. Technologies generally have a positive role, as they lead to automation and productivity increase (Morrison, 2020). The UK is also one of the innovation leaders globally – a factor indicative broad access to the most advanced technologies (GII, 2022).
Environmental regulations and changes in legislation are not so dynamic. They are relevant in setting the overall business environment but cannot explain the recent employee turnover crisis at The Leyton Star. From a legal point of view, the company must comply with key legislations guiding working time, health and safety at work, minimum pay rates, maternity leave and others (Cole, 2020). Respectively, lack of compliance may cause employee dissatisfaction and fines. 
[bookmark: _Toc133424919]Range of alternative solutions
There are three possible solutions to cope with the problem of high employee retention. All solutions are based on the Two-Factor model by Herzberg (1987) showing the factors for employee motivation in the workplace. The factors from the model are presented in the appendix. By analysing the factors, it is possible to identify three potential areas which may have had a negative impact on the process of human resource management at The Leyton Star.
The following key solutions are identified:
1. A considerable increase in the salary level of 25% to neutralise the negative impact of inflation, boost employee morale and more easily attract new potential employees. 
2. Changes in the job design focused on more flexible working hours and an improved working environment. 
3. Adoption of reward schemes based on the performance of individual employees and the team, in general. 
[bookmark: _Toc133424920]Evaluation of alternative solutions
The weighted decision-making matrix is used to assess the proposed three solutions. A 5-point scale is applied in the analysis of decisions. The assessment criteria include several factors, such as: low-cost, speed of change, long-term impact and easiness of application. Each factor has a specific weight based on the overall impact on the change process. The higher the score, the more important a given factor is. Respectively, each solution receives a quantitative assessment in each of the four factors. The one with the highest score is suggested to be the most suitable solution in the specific case of The Leyton Star.
Table 1 – Weighted decision-making matrix 
	Criteria
	Weight
	Salary increase
	Job design changes
	Reward schemes

	
	
	Score
	Total 
	Score
	Total
	Score
	Total 

	Long-term impact
	4
	2
	8
	5
	20
	3
	12

	Speed
	3
	5
	15
	2
	6
	3
	9

	Easiness
	2
	5
	10
	1
	2
	4
	8

	Low-cost 
	1
	1
	2
	3
	3
	2
	2


· Salary increase: Total score of 35 points. This solution is fast and easy to apply; however, it has the highest costs and may not be long-lasting if inflation continues to persist over time. 
· Job design changes: Total score of 31 points. This solution may have a profound positive impact on the organisation. Nevertheless, it is related to low speed of change, difficulties in implementation, as well as some costs. 
· Reward schemes: Total score of 31 points. The decision has a quite moderate profile in all four areas of evaluation. It is relatively easy to implement but the extra costs related to rewards are worth paying attention to.
The analysis shows that all decisions have advantages and drawbacks. Salary increase has the highest score; hence, it is pursued by the organisation. Salary increase is instantaneous and may address the root causes of high inflation, tight labour market and human resource management issues at The Leyton Star. 
[bookmark: _Toc133424921]Implementing the solution 
The actual implementation of the solution can be achieved quite fast. The following Gantt chart provides a detailed overview of the necessary activities. Their duration and sequence are also presented. The total implementation is expected to last eight weeks. Overall, the Gantt chart serves as an effective tool for monitoring progress, so that the intended change can be accomplished as planned.
Table 2 – Gantt chart 
	Activity\weeks
	1
	2
	3
	4
	5
	6
	7
	8

	Assessment of financial performance/resources
	
	
	
	
	
	
	
	

	Discussions with bosses
	
	
	
	
	
	
	
	

	Discussions with employees
	
	
	
	
	
	
	
	

	Implementing cost reduction activities in other areas 
	
	
	
	
	
	
	
	

	Development of employee survey questionnaire to assess performance
	
	
	
	
	
	
	
	

	Salary increases implementation 
	
	
	
	
	
	
	
	

	Assessment of impact on job satisfaction 
	
	
	
	
	
	
	
	


The schedule must be respected when implementing the process of change. The identified activities are key milestones and deliverables ensuring effective change process.
[bookmark: _Toc133424922]Communication plan with stakeholders
Stakeholder management is important for the success of the change process. Stakeholders are influenced or influence the organisation; hence, their approval is necessary. The difficulty is related to the fact that conflicts often have conflict interests and different levels of influence on organisations. Therefore, it is important to identify stakeholders and their profile based on the influence/interest criteria to deliver effective communication strategies. In the case of The Leyton Star, the following stakeholders are identified:
· Internal: employees, managers, owners, key business partners
· External: suppliers, customers, creditors, community members, media, regulators 
Conflicting interests may be present in the light of the decision to increase salaries. While this is beneficial for employees and customers, which are likely to be better served in the pub, the owners and creditors may be skeptical of the decision to increase salary costs. Hence, it is important to explain to them the importance and urgency of change as a measure for boosting the pub’s performance and reducing employee turnover costs. 
The following stakeholder matrix shows the relative interest and influence of each stakeholder; hence, communication strategies can be better developed.
Figure 5 – Stakeholder matrix
[image: ]
Findings show that community members and the media have both – low interest and influence – hence, they are the least important stakeholders. In contrast, internal stakeholders, such as owners, employees and managers, are seen as key players. Their interests must be protected and carefully assessed on a periodic basis. Thus, the change process must incorporate with priority the views of these stakeholders. The change process must also consider regulators, business partners and creditors due to their high degree of influence on the company, even though they tend to have low interest. Consideration should be shown to suppliers and customers based on their high level of interest in the company. 
The following stakeholder communication plan is proposed based on the findings. Media and community members are excluded from the analysis due to their insignificant role in the change process. 
Table 3 – Stakeholder communication plan 
	Stakeholder
	Interest/ influence
	Key interests
	Communication vehicle
	Frequency
	Comments

	Owners
	High/high
	To maximise profitability and competitiveness
	Face-to-face
	Daily 
	Internal stakeholders must be prioritised by conducting daily and detailed communication and detecting concerns worth improving.  

	Employees
	High/high
	To receive reasonable pay, working conditions, growth prospects and support
	Face-to-face
	Daily
	

	Managers
	High/high
	
	Face-to-face
	Daily
	

	Regulators
	Low/high
	To maintain law
	Formal, written
	When necessary
	React, when necessary, only

	Business partners
	Low/high
	To achieve profit
	Face-to-face
	Weekly
	None 

	Creditors
	Low/high
	To get loans repaid 
	Formal, written
	When necessary
	React, when necessary, only

	Suppliers
	High/low
	To receive money for supplies on time 
	Face-to-face, formal, written 
	Weekly or less often 
	None 

	Customers 
	High/low
	To be serviced well
	Informal 
	Not specified 
	


As seen, stakeholders have different profiles requiring a variety of communication strategies and styles. Changes in the process may be introduced based on re-positioning of stakeholders and suggestions from the real performance. 
[bookmark: _Toc133424923]Monitoring and review techniques 
Monitoring can be executed via several tools. First, the Gantt chart should be monitored to complete the plan according to the stated milestones and deadlines. 
Second, performance can be monitored by quantitative measures. These include a survey among employees, which measures employee satisfaction scores, as well as level of employee retention and others. Qualitative data – in-depth personal information and feedback from employees – can also be used to review progress. Similarly, opinions of other key stakeholders may be sought to monitor performance. The qualitative data can deliver detailed in-depth insights regarding the quality of change; thereby guiding future actions (Saunders et al., 2009). Financial metrics, such as salary costs and other accounting measures, are also applicable. 
[bookmark: _Toc133424924]Conclusion
To sum up, the report explored the case of The Layton Star and the key problem of high employee turnover. Findings demonstrated the importance of many internal and external factors for the problem. Respectively, a set of solutions was proposed and evaluated to deliver a detailed problem-solving approach accounting for the specifics of organisational stakeholders and the context of the company. The motivation and details behind the solutions are expected to increase the prospects of successful long-term outcomes for The Leyton Star. 
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Figure 1 – Factors affecting the level of employee motivation according to Herzberg’s model 
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Source: Balogh (2015) 
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