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Occupancy Monitoring

Intrinsically linked into the financial aspects of any childcare business is occupancy monitoring.  Monitoring the occupancy level in your childcare setting is an important aspect in the successful operation of any childcare business.  The provision of childcare is a service that it costs to deliver and these costs need to be met if the childcare business is to be sustainable.
This briefing note provides a basic introduction to occupancy monitoring, the importance of it and how to do it.  There are example occupancy monitoring template sheets to accompany this document on the website.

WHY OCCUPANCY MONITORING IS IMPORTANT
It’s important every childcare setting, regardless of size, type and the numbers of children cared for, monitors its occupancy level on a regular basis.  The key reasons for this are:

· It is a key indicator of potential sustainability
· It acts as an early warning system to spot when numbers are beginning to fall, so interventions can be taken prior to any detrimental  effects impacting the setting

· It is a tool to assist in Budget Forecasting and the setting of appropriate levels for fees.

So ultimately, a childcare business with permanently low occupancy will be unsustainable. At best it will require constant additional financial support from private investment, grants and subsidies. At worst it will fail and have to close, which has serious implications of financial loss for its proprietors, staff, customers and suppliers.

THE NUMBER ON ROLL ISN’T THE SAME AS OCCUPANCY
It is a common misconception for childcare businesses to consider that they are doing well because they have a considerable number of children ‘on roll’.  Looking at occupancy in terms of ‘Number on Roll’ is dangerously misleading because it only measures how many children are being ‘reached’ by the childcare business, the children that have signed up to use the childcare service at some point. Whilst this is useful information, it has no value in ascertaining how well the childcare setting is doing in business terms.

For example, a local Pre-School has 24 places, offering 2 sessions per day. It has 36 children on roll. At first glance it would seem to be doing well with 12 more children on roll than there are places.  However. . .

. . . Each of those 36 children on roll, only book 3 sessions each week at the Pre-School. Therefore, 108 sessions per week are ‘sold’ to these children (36 children X 3 sessions per week). Yet the capacity of the Pre-School is up to 240 sessions per week (24 places X 2 sessions per day X 5 days) – therefore, with only 108 sessions sold of the 240 sessions available, the Pre-School is actually operating at less than 50% of its actual capacity, it is less than half full.
The simple message here is, don’t fall victim to the illusion that you’re doing well just because you have a lot of children ‘on roll’.  What you need to know is how much childcare your provision is actually managing to sell, how many children are actually attending each session, this is your occupancy.
WORKING OUT THE OCCUPANCY LEVEL

The objective in an occupancy monitoring exercise is to work out what the actual take-up was (how many children attended the session) and compare it with what the occupancy level could have been (how many children there was space for), if every single place at every session available was full.
No childcare business can realistically have 100% occupancy for 100% of the time, but by doing this exercise, it can very quickly be spotted what the trends are within the childcare business and this information can be used as an early warning system to encourage interventions to be taken, can be a key indicator of potential sustainability and will assist in budget forecasting and the setting of appropriate levels for fees.
As ‘best practice’, it is recommended that the Manager, Owner or Committee running the childcare business complete occupancy monitoring as a monthly exercise as a minimum, if there is capacity to do this weekly that would be even better and it’s not very complicated to do once a system and a routine is set-up.  All that is needed are the registers, a calendar, and a calculator or a computer spreadsheet to work out how many sessions were sold compared to how many sessions were available for that week or month.  Have a look at the template examples on the ‘Looking After Your Business’ section of the Early Years Website to help you.  The annual template includes a graph format to plot occupancy and is a great visual to keep to hand!
(Please remember that for this exercise, it is about monitoring the occupancy compared to the childcare setting’s full registered capacity – not just the number of children the current staffing level would support. Some childcare settings choose to ‘cap’ their actual child numbers this way – they may have good practical reasons, but whereas staff costs can be varied with child numbers, many other overhead costs cannot be varied – for example, power, business rates, maintenance, accountancy, security, rent or mortgage costs are usually the same whether there are 20 or 60 children in attendance, and they still have to be covered. Measuring occupancy against an artificial ‘cap’ based on staff numbers can therefore give a false picture of true business sustainability). 

As information is entered into these example templates the childcare business can build a picture of weekly, monthly and annual occupancy trends, allowing comparisons to be made with occupancy from the previous months and, over time, at the same point in previous years.  Significant increases or decreases in occupancy should be explainable and childcare settings should know why the occupancy levels have changed.  If they are increasing, perhaps there was a marketing campaign at a certain time or in a certain place that worked well and could be repeated.  If levels are falling, as they often do at the start of the year when children move into school, is this a normal trend for this time of year or is it unexplained? What corrective action does the childcare business need to take to get the occupancy levels to increase?  By completing the occupancy monitoring, the childcare business is in control to implement any corrective action needed before sustained low occupancy levels start to present a real concern in terms of long-term financial sustainability for the provision.
FINDING OUT MORE
Occupancy monitoring information feeds nicely into some further reading on the website about how to establish a childcare setting’s Break Even Point, essentially, what the minimum occupancy levels aressss to enable the childcare business to remain sustainable and we would recommend having a look at this next.
Have a go at completing at the template examples available on the website.  If you would like further information or support in relation to occupancy monitoring, please contact your EYFS Support Worker in the first instance.
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