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Knowing your business

This guide explores how you can use your management information to help
you run your childcare setting. It will demonstrate how the information that
you use every single day can help you to sustain your business and ensure
success.

This guide covers:

l Presenting your information
l The benefits of an information system
l Gathering your information

l Building your information system

Firstly though. Ask yourself... -}




Have you ever had more questions than answers?
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Are we on targret agrinst budsret?
Howe we grot enowgyh cash in the bank.?

Are there enongrh children attending?
Where does owr moneyy Come from?

How e owr customers usingg owr services?
How sustainable are wel

Con we poy the bills¢
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Imagine the benefits of having the
answers to these questions summarised

on one piece of paper!
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...this is how it could look
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The benefits

Many childcare businesses rely on voluntary management committees to help run the business. People give valuable personal time
outside of their own jobs and family life to ensure that childcare services can be sustainable in their communities.

Three of the main difficulties for committee members are:
1. Having the time to attend meetings and deal with the issues that arise during normal business operations.
2. A concern that they do not have sufficient knowledge of the business to ensure that they can make effective decisions.

3. A concern that they may be personally liable for any debts as a result of business failure.

Reqular review of the critical business information can greatly improve the chances of business success and address all those concerns.

This is the benefit of “Knowing your business”.

A further problem is that often the committee members are unable to visit the setting reqularly and only meet occasionally as a group.

Again the power of sending regular information to them is that they can assess the business quickly and make decisions in time
to improve and possibly save the business, without waiting until the next meeting... which may be too late!

So update and send your information to your management committee members weekly
and keep the business on track!
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Even more benefits

Increase the visibility of

and managers . Ehepk on t?e pr(;gress of your - Ha\d/e atcle(ziarbalnd _ea;sﬂy f
- If you have control and visibility of the usIness at any tme uncerstandable pICtire o
business. volunteers are more confident about - Anticipate problems before they your business. Regularly!
T : ) arise - Increase everyone's
. ﬁe;ggjr:g%emr\é%lx;? i\/r\:ll‘:)hrr;haetii;tt:ggs time i - Take action to keep the business in awareness of how the
needed in meetings to discuss issues, as . CR(é%raoiL sustainable business is doing
decisions can be made on'information received
- Show potential committee members the I
g\c/)vs;tlon of your childcare business straight Provide help with decision making
y - Management information displays
\ problems in advance, so that you can
address them before things go wrong
Reduce business and personal risk - The right information will show the cause

- Regqular review of information means of your problem

business risks are minimised + You can concentrate on improving the
- If you have control of the business, appropriate areas of the business

personal liability is much reduced ,

\

A system that supports knowledge and skills -

- Your management information system remains constant and therefore when committee members move >,
on the management of the setting remains in control 2
- An effective management information system doesn't rely heavily on the skills of one person, but offers
a structure where everyone can contribute in some way

/ - Regular presentation of key business information helps new committee members and managers to
quickly acquire business knowledge and skills and feel confident about the business situation
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Where does the information come from?

You can summarise your financial
Petty Cash information on a weekly basis,
Book quickly and easily, by bringing
| together the information that
you already have. Invoices and

- Bank cash books will contain the
Invoices Cashbook : :
The information that you need to Statement :Eizmsgﬁg Eeilsgr?gittl?rzoaunrd you
analyse your occupancy is in the | | | can use the budget contained in
$ocument§ that y;op use every day. I your business plan to measure
our register contains your your progress.
occupancy information for each day, Cash
week or month. You can take your
projected occupancy from your Flow
business plan. It's important to
remember that taking five minutes a
day to record this information can *
ensure your business sustainability. Our Kids Club ce/ufos (e
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Ensuring that you capture the information

Producing good management information should not mean extra work for your childcare setting. It's simply about formalising the
collection of the key pieces of information. You may choose to implement a simple system to ensure that you use your management
information as effectively and efficiently as possible!

Information to be Where from? Who collects and reports the How often?
collected information?

Oceupancy informakion.  Regrisker and, waikingy lisks R. White Davityy
Cash fow Cash boot. P Hugyhes Weellyy
Debots Regyister and. cashbook. P Hupyhes Weekly
Performance aginst
wdgrek P Huahes We ekl
budgyet B " /]
How people use the sevvice Regrister R White Weelly
Only collect the . o .
: : e The information is The most efficient way to
information that is vital readily available and collect your management It 0n|y ta keS
to the success of your can be taken from the information is to do so on a a few
business. Avoid » records and documents * regular basis. Collecting * .
iﬁgf(&tgégs Inn;’?igllla;lgﬂ that you use du[ing you information can be mlnutes
- d tivities. incorporated to form part of
anything. eYeryaay aciiities your daily routine. every day'
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Building your information system

The following pages show examples of the information that you may

choose to record, but it's important to remember that you should look to
create an information system that suits the needs of your business,
monitoring the areas of the business that can give you cause for concern!
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Focus on business budget

Focus on cash flow forecasts

Focus on debts

Focus on where money comes from

Focus on occupancy

Focus on issues




© Building your information system

Focus on the business budget

Business BUDGET
=y

PECT ACTUAL
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Your budget is a way of keeping track of the actual income and It's useful to ask:

expenditure that the business receives and spends, compared with

) ‘Why have we spent more or less?’
the figures expected. Y P

‘What can we do to control our spending?’
Your budget report grows as you progress through the year. P 9

It shows your total forecast for that point in the year (taken from * A budget provides information about the way in which the business
your business forecast). is actually trading, showing any trends that are contrary to the

annual forecast. If this is the case, the annual forecast can be
updated to give a more realistic financial picture of how the year
It also shows the ‘variance” which is the difference between the might end for the business.

‘expected’ spend and the ‘actual’ spend.

It shows a cumulative position for each week to date.

There are no rules about how often a budget should be monitored

The variance can be a positive or negative figure showing that the and reviewed, but it's common to update and review budgets on a
business has either spent or received more or less than expected. weekly or monthly basis. This allows the committee to see how
Continually reviewing your updated budget helps to ensure that the \I;vaeslilsthe business is performing against the forecast on a regular

business doesn't spend more in each period than was forecasted.
The business can then take action if there's continual overspending
against your budget figures as this could result in a loss at the end
of the year.
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Focus on cash flow forecasts }
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© Building your information system
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A cash flow forecast is a statement of when cash is coming into the
business and when cash is flowing out of the business.

When payments for childcare are received they're classified as cash
received by the business and when bills like rent and wages are
paid, cash is taken from the business. The cash flow forecast details
when all monetary transactions occur, whether money is coming
into or out of the business.

Reqular update and review of a cash flow forecast allows the
committee to make sure that the business always has enough
money at the right time to pay bills.

Many businesses fail, not because they're not profitable, but
because they don't have enough available cash.

The cash flow forecast aims to provide accurate figures of exactly
when money is received and spent by the business so that the
committee can always see what the anticipated cash balance may
be at any point in the future.

By looking ahead at the exact timings of when ‘money comes in’
and ‘money goes out’, the committee can plan ahead in case the
forecast shows that the business may run out of cash. It's possible
to take action like re-scheduling bill payments or increasing
revenues to avoid any future cash deficits.

Cash movements within your childcare business happen daily, fees
from parents, rent payments, bill payments, money for
consumables and petty cash, so because the picture changes rapidly
it's necessary to review cash flow frequently.

It's recommended that you review your cash flow situation on a
weekly basis as it takes very little time.

Once your cash flow format is set up, it's a quick and easy task to
update it regularly when changes occur such as changes in the
anticipated numbers of children or a change in fee rates. As the
cash moves in and out of your business, make the changes to your
cash flow forecast.




Controlling the cash flow

The vast majority of businesses, across all sectors, experience problems with cash flow.
Small and medium sized businesses suffer the most as individual transactions, such as a
customer failing to pay on time, can have a major impact on the health of the business.
If you want to stay in business you must take prompt corrective action.

From the cash flow you can determine why you are running out of cash so that you can
look to combat the problem.

What to do if the cash position looks poor:

Increase income: you should focus on the specifics that help you get more people
using your services, and therefore, more cash coming in.

Collect money: you could review your debtors and increase your efforts to collect
overdue cash from customers. Remember, a customer isn't a customer unless they
pay for the goods and services you provide them with.

Negotiate different payment methods with suppliers: changing the way you pay
bills and spreading large bills over longer periods all helps with cash flow, or you
could change to lower cost providers.

Control costs: as a manager of a business, costs are the single item that you have
absolute control over. You authorise the expenditure and/or sign the cheques.
So, unless a cost's absolutely necessary you don't have to incur it. If you need to
cut costs you can.

Speak to your bank: nobody likes unpleasant surprises and that includes banks.

If it's likely that you're going to need an overdmaft facility in two months, now's the
time to speak with your bank manager. It will show you're in control and if it turns
out that you don't need it, great!

© Building your information system
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Focus on debts

PERTS .
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Do debts occur with the different payment methods that you - Review monies owed to you frequently. Whatever your system is
have? Can you help people to pay by changing payment for collecting fees, whether you invoice or record payments in
methods? There may be a more efficient method of collecting your register or cashbook, you should monitor non-payment of
payment from your customers, direct debit, for example. fees on a weekly basis.

What are the reasons for debts? Do you need to revisit your non-
payment policies and procedures to ensure that they are
effective. A number of outstanding debts may indicate that your
policy is ineffective and needs replacing.




Focus on where money comes from |

(WHERE MONEY COMES TROM

© Building your information system
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- Analysing your income to see when and where it comes from

helps you understand your business and ensure that you remain
viable.

Find out which on weeks / days / sessions your income is
highest and lowest and more importantly why. Is there a trend?

Does income come equally from all parents, or do just a few
parents make up the majority of your weekly revenues?
If so why and how can you improve that?

- What income comes from reqular use of the service and what

proportion come from occasional users? How can you encourage
more reqular users?

How much income is received in childcare fees, how much in
grants and how much in fundraising? Are you making sure you
remain sustainable by looking to increase your fee income?

- Which parents are accessing tax credits for childcare? If there are

only a few, how can you help them to take advantage of tax
credits, as this can help them to afford childcare?
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- If you review your breakeven number of children against future occupancy, this shows DUAL ATTENDER

times when the business may lose money. It is a forecast of your future income!
- What times or sessions are most popular?
- Do parents want more convenient times, an extra hour or weekend sessions?

- When are children leaving and when are children starting? Are you continually filling
capacity?

- Your breakeven will change depending on your staff ratio required, can you use your
occupancy forecast to plan staff rotas?
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Focus on issues
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Use your information system to report

issues that occur each week that need a
decision from the management team, or
to communicate an important message.




In summary |

Ensure that your information system is relevant to your childcare
setting! Only collect and monitor information that helps your
business to make decisions. Avoid collecting information that doesn’t
help you to make decisions about your childcare setting.

Good use of your management information provides a simple
summary of the current state of your business, allowing you to see at
a glance any problems that you are encountering.

It increases the visibility and control of your business and provides
you with timely business information, making the committee's task
of managing the setting less time consuming and more efficient and
effective.

Using your management information will increase the confidence of
your committee and also increase the confidence of potential
committee members as you can demonstrate clear control of your
business. It is a system that perpetuates making any handover a
simple process.

Setting up and collecting your management information should not
be a time consuming activity. Once your system is implemented it
should take only five or ten minutes a day to collect the information
and present it for the management team to review.

© Building your information system
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