












account, however. Let’s start by looking at some kinds of
business training you may be interested in.

Getting Training

Expertise and experience are two of the most important ele-
ments of a successful business formula. If you don’t have
experience in running a business, there are several ways that
you can get training, help, and advice.

First of all, even though this course provides your initial
training in locksmithing, you might want to consider spend-
ing some time working with an experienced locksmith before
striking out on your own. Doing so will help you obtain prac-
tical experience in the everyday workings of a locksmith shop.
You may have already acquired experience by working for
someone else.
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FIGURE 1—Are you
ready to start your own
business?



If you’ve ever taken
a business course,
you already have
some idea of what
is
involved in record
keeping, inventory
management, and
accounting proce-
dures. If you don’t
have a business

background, you might consider taking a small business
management course or seminar offered at a local community
college (Figure 2).

The Small Business Administration (SBA) offers business courses
through its Small Business Institute and Small Business Develop-
ment Centers, often in conjunction with local community colleges.
These courses are available in most areas, not just in large cities.
The SBA also provides more than 100 publications—at nominal
prices—for small business owners. To obtain a free copy of
“Management Assistance Publications” (SBA 115-A), which lists
the available SBA publications, contact your nearest SBA office.
Look in the telephone book under U.S. Government or write to

SBA Publications
P.O. Box 30

Denver, CO 80201-0030

Another way to get help in starting a business is to use the
services of a business advisor, such as a financial consultant or
accountant. Again the SBA can help in this area. It sponsors the
Service Corps of Retired Executives (SCORE), a group of former
business executives who can answer specific questions about
starting your business. Each SCORE client is matched with a
business retiree who has expertise or knowledge in specific
areas. Your district SBA office can give you the address and
telephone number of the nearest SCORE office. All services
provided by SCORE are free of charge. All SCORE advisors
are volunteers and receive no pay for their services.

Finally, you may prefer to team up with a businessperson
who has the training you lack and open your business as a
partnership. The choice is up to you!
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FIGURE 2—A small
business management
course can be helpful to
those just starting out in
the business world.



Getting Off to a Great Start

The locksmithing business can be lucrative, but success will
depend on you. It isn’t enough to be a great locksmith; you
must also have business sense and wise spending practices.
Success also depends on how you promote your business
through marketing and advertising and how well you man-
age the daily operations of the business.

Good management makes things happen. It controls and
directs people and events. Good managers have common
sense and the ability to make (and stick with) decisions.
They’re willing to work hard.

If all goes well, you can expect to see your initial investment
come back in about five years. Your own expertise and creative
skills will play a part in the eventual success of your business.
There’s no getting away from the fact that some businesses fail.
However, if you’re aware of why some businesses succeed and
others fail, you’ll be more likely to succeed yourself. The fol-
lowing is a list of reasons why some small businesses fail:

• Lack of business plan and goals

• Insufficient financing and cash reserves

• Inadequate skills and training of management and
employees

• Inadequate public relations and marketing efforts

• Inadequate record keeping

• Lack of creativity

• Insufficient attention to quality control

In spite of all that’s been said about the possibility of failure, a
locksmithing business has more chance of success than many
other types of business. Start-up and overhead costs can be
kept as minimal as you like. Also, locksmithing is more reces-
sion-proof than other businesses. Your service is a part of daily
life, not a luxury. Customers will always need your skills.

If you know your job, price your services fairly, and operate
your business in an honest, responsible, and legal manner,
there’s virtually no reason why you can’t succeed and make
good money while doing it.
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Figure 3 contains a management checklist that has been tai-
lored for a locksmithing business. If you do decide to open
your own business, you should regularly fill out such a check-
list to be sure that your business goals are being reached.

Now, let’s take a moment to look at your goals and how to
achieve them. One of the best ways to examine your business
goals is by developing a formal business plan.
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MANAGEMENT CHECKLIST FOR A SMALL BUSINESS OWNER

Yes No

_____ _____ Does your service supply an unfilled need or serve an existing market in which demand
exceeds supply?

_____ _____ Is your service competitive in relation to quality, price, special services offered, promptness
of service, and area served?

_____ _____ Do you understand your customer’s needs and desires?

_____ _____ Are your advertising and promotional programs effective?

_____ _____ Are you aware of federal, state, provincial, and local laws and regulations that relate to
your business, and do you obey them?

_____ _____ Do you have adequate insurance coverage and/or bonding for your needs?

_____ _____ Do you maintain complete and accurate records of fees, subcontractors’ services and
payments, accounts and taxes payable, and expenses?

_____ _____ Do you submit employees’ tax withholdings and your own employee taxes (FICA, FUTA) on
a timely basis?

_____ _____ Do you have sufficient capital for operating expenses and expansion needs?

_____ _____ Do you prepare budgets, cash flow projections, and profit and loss projections?

_____ _____ Has your business maintained a good credit rating so that expansion funds will be readily
available when needed?

_____ _____ Do you update your business plan and goals on a regular basis?

_____ _____ Do you review your operations on a regular basis to ensure quality service, to evaluate the
performance of employees and subcontractors, to reduce excessive expenses, and to
change outmoded or wasteful business practices?

_____ _____ Do you utilize your accountant, attorney, and other business professionals when they’re
needed in order to avoid future problems?

_____ _____ Have you established hiring and firing practices that will ensure fairness to all applicants and
employees?

_____ _____ Do you provide ample opportunity for employee growth and promotion?

_____ _____ Do you spend too much time and money on hiring and training new employees without
seeing any benefits from your efforts?

FIGURE 3—Business Management Checklist



DEVELOPING A BUSINESS PLAN

Planning and Setting Goals

Planning is the most important stage of any project. Before
you get started in business, therefore, it’s important to have a
“game plan” that describes your ambitions and goals for
your business. This game plan should be flexible so that it
can change as conditions change. By adopting and sticking to
a plan, you can control (as much as possible) the destiny of
your business. In other words, you’ll run the business; it
won’t run you.

Your goals are your expectations of what your business will
do for you. Your goals should be realistic, and you should
establish both long-term and short-term goals for yourself.
For example, your long-term goal may be to get the business
up and running. To accomplish this, you may need to estab-
lish a number of short-term goals, such as finding a location,
getting a loan, and hiring employees.

Contents of a Business Plan

If you’re seriously thinking about starting a commercial busi-
ness, you should start by drawing up a business plan to clearly
identify your business goals. A business plan is a written docu-
ment that describes all areas of your small business. In your
business plan, you’ll identify what you’re selling, where you’re
selling, and who you’re selling to. A good business plan is a
blueprint for success. It shows where you intend to go with your
business and how much money it will take to get you off to a
successful start.

In this next section of the text, we’ll briefly consider the contents
of a business plan. The major topics in a business plan include
the following:

1. The mission of your business

2. The structure of your business

3. A marketing analysis, including any information you
have about your competition
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4. A description of the daily operation and management of
the business

5. Your financial projections for the business

Mission of Your Business

Your business plan should begin with the mission (the pur-
pose) of your business as you envision it. Why will your busi-
ness be needed? What services will you offer and why are they
important to the public? What will be the scope of the business
(local, county, state, national)? Are you starting a new business
or are you taking over an existing one? If you’re taking over an
existing business, describe its present strengths, your plans to
improve the business, and any problems you must overcome.

Next, give some information about yourself that will help
others understand you better. Explain why you want to start
your own business and what you feel you can offer the public.
Include any education or experience you’ve had that’s applica-
ble to the business. Also, include any innovative ideas you
have to make your service unique or desirable.

Structure of Your Business

In the second sec-
tion of the business
plan, define the
way in which your
business will be
structured. There
are three major
business structures:

Sole proprietor-
ship. The sole
proprietorship is
the most common
form of business
ownership. A sole
proprietorship is a
business that’s
owned and oper-
ated by only one
person (Figure 4).
The owner receives
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FIGURE 4—In a sole
proprietorship, the
business is owned and
operated by one
person.



all the business’s income and maintains sole control of the
business. The virtue of a sole proprietorship lies in its sim-
plicity. In a sole proprietorship, you’re literally your own boss.
However, the main disadvantage of a sole proprietorship is that
the owner is responsible for all the business’s debts, including all
financial and legal claims made against the business. Another
disadvantage of a sole proprietorship is that it’s more difficult
for one person alone to raise funds for business expansion.

Partnership. In a
partnership, two or
more people co-
own and operate a
business (Figure 5).
The partners com-
bine their capital,
labor, skills, and
experience in
conducting the
business. The part-
ners share both the

income and debts of the business, and are equally responsible
for any legal claims against the business. Thus, all the part-
ners are responsible for the mistakes of one. If you choose to
form a partnership, choose your partners carefully and make
sure a lawyer draws up a detailed partnership agreement
defining the rights and obligations of each partner.

Corporation. A corporation is a complex business structure
that may have one or many owners. To make a business into a
corporation, the owner or owners must file Articles of Incorpo-
ration with state authorities. Under the law, a corporation is con-
sidered to be a “person” (Figure 6). As such, a corporation can

make contracts,
pay taxes, and sell
stock to the public.
Creditors can only
be paid with the
corporation’s
money (not with
the personal money
of the owners). The
principal advan-
tage of a corpora-
tion is limited
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FIGURE 6—A
corporation is a
business structure that’s
considered to be a
“person” under the
law.

FIGURE 5—In a
partnership, two or
more people share the
responsibility of running
a business.



liability. That is, the corporation only, and not the owners or
stockholders, is responsible for debts or claims against the
business.

Marketing Analysis

Once you’ve described your purpose and business structure,
the next topic you should address is the way you intend to
market your business. A marketing analysis is an explanation
of how you’ll go about the actual selling of your goods and
services. Describe the geographical area you’ll do business in,
your potential customers, the types of services you’ll offer,
and your fees.

In addition, any information that you may have about your
competitors should be included here. What do your competi-
tors offer? How do you intend to deal with your competi-
tion? How will you advertise? How will you draw yourself to
the attention of potential customers? Include a description of
your advertising plans, public relations efforts, and any plans
to participate in trade shows or fairs.

Daily Operations and Management

In this section of your business plan, include a detailed de-
scription of your operating and management plans for the
business. Include the following information:

• Number of employees you plan to hire, if any

• A detailed list of job descriptions that includes employee
duties and responsibilities

• Procedures for using, hiring, and paying subcontractors

• Your methods for dealing with clients

• Accounting procedures, including an indication of
whether you plan to employ an outside accountant

• Maintenance procedures for financial and personnel
records

• Procedures for paying taxes

• How you’ll maintain quality services

• How complaints will be handled
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Financial Projections

In this section of your business plan, include realistic estimates
of your projected income and expenses for the next three to
five years. You should include estimates of your start-up capi-
tal needs, projected profit and loss, cash flow, and return on
investment. Let’s look at each of these estimates in more detail.

Start-up capital. Start-up capital is the amount of money
you’ll need to get your business’s doors open.

Projected profit or loss. To project your profit (or loss) for
the first year of your new business, subtract your total expenses
(the money needed to operate your business daily) from your
estimated total income.

Calculate your total expenses by adding your fixed expenses
and your variable expenses. Fixed expenses are those expenses
that don’t change from month to month, such as rent, mort-
gage payments, loan payments, property taxes, and insur-
ance. Variable expenses change each month according to
the volume of business you do. Variable expenses include
materials, labor, and advertising.

To calculate your total income, estimate the amount of
money you expect to earn each month, based on the fees you
intend to charge.

Once you’ve calculated your total income and your total ex-
penses, simply subtract expenses from income; the result is
your total profit or loss. If you earned more money than you
spent, the amount is your profit. If you spent more than you
earned, the amount is your loss. Figure 7 contains a work-
sheet for calculating your projected business profit or loss for
a three-month period.

Cash flow projection. A cash flow projection is an estimate of
how much cash will be available during a particular period. If
your bills become greater than the amount of cash coming in,
you’ll need to rethink your capital needs or your anticipated
market approach, or both. Figure 8 contains a worksheet for
calculating your projected cash flow for a three-month period.

Return on investment. Your return on investment, or ROI, is
the amount of profit you’ll make from your initial invest-
ment. Calculating your ROI for a given time period isn’t diffi-
cult. Simply divide your net profits (profits before taxes) by
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your net worth at the end of the given period. ROI is ex-
pressed as a percent.

For example, if your net profit before taxes is $10,000 and
your net worth is $40,000, calculate ROI as follows:

Net profit

Net worth
= = =$ ,

$ ,
. %

10 000

40 000
25 25
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PROJECTED PROFIT AND LOSS STATEMENT
(For Three Months)

Month 1 Month 2 Month 3 Total

1. ESTIMATED TOTAL INCOME $__________ $__________ $__________ $__________

2. FIXED EXPENSES

a. Depreciation $__________ $__________ $__________ $__________

b. Mortgage or rent __________ __________ __________ __________

c. Insurance __________ __________ __________ __________

d. Taxes and permits __________ __________ __________ __________

e. Loan payments __________ __________ __________ __________

3. TOTAL FIXED EXPENSES
(add lines 2a–e) $__________ $__________ $__________ $__________

4. VARIABLE EXPENSES

a. Salaries $__________ $__________ $__________ $__________

b. Payroll taxes __________ __________ __________ __________

c. Utilities __________ ___________ __________ __________

d. Maintenance __________ __________ __________ __________

e. Travel expenses __________ __________ __________ __________

f. Professional fees __________ __________ __________ __________

g. Equipment and supplies __________ __________ __________ __________

h. Advertising __________ __________ __________ __________

i. Miscellaneous __________ __________ __________ __________

j. Subcontractors’ fees,
if applicable __________ __________ __________ __________

5. TOTAL VARIABLE EXPENSES
(add lines 4a–j) $__________ $__________ $__________ $__________

6. TOTAL EXPENSES
(add lines 3 and 5) $__________ $__________ $__________ $__________

7. NET PROFIT OR LOSS
(before taxes)
(subtract line 6 from line 1) $__________ $__________ $__________ $__________

FIGURE 7—Worksheet for Calculating Profit and Loss



Thus, in this example, you’ve earned a 25 percent return on
your investment for the period. Always ask yourself: Are my
profits from this business greater than the profit I could make
through some other type of investment (stocks, bonds, or
certificates of deposit)? If you could be making a lot more
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PROJECTED CASH FLOW
(For Three Months)

At Start-Up Month 1 Month 2 Month 3

1. CASH (beginning of month)

a. Cash on hand $__________ $__________ $__________ $__________

b. Cash in bank __________ __________ __________ __________

c. Investments __________ __________ __________ __________

2. TOTAL CASH
(add lines 1a–c) $__________ $__________ $__________ $__________

3. INCOME (during month)

a. Fees $__________ $__________ $__________ $__________

b. Credit card payments __________ __________ __________ __________

c. Investment income __________ __________ __________ __________

d. Other cash income __________ __________ __________ __________

4. TOTAL INCOME
(add lines 3a–d) $__________ $__________ $__________ $__________

5. TOTAL CASH AND INCOME
(add lines 2 and 4) $__________ $__________ $__________ $__________

6. EXPENSES (during month)

a. Salary for owner(s) $__________ $__________ $__________ $__________

b. Wages for employee(s) __________ __________ __________ __________

c. Subcontractors’ fees __________ __________ __________ __________

d. Taxes __________ __________ __________ __________

e. Travel expenses __________ __________ __________ __________

f. Utilities and
maintenance __________ __________ __________ __________

g. Advertising __________ __________ __________ __________

h. Loan repayment __________ __________ __________ __________

i. Other cash expenses __________ __________ __________ __________

7. TOTAL EXPENSES
(add lines 6a–i) $__________ $__________ $__________ $__________

8. CASH FLOW EXCESS (DEFICIT)
(subtract line 7 from line 5) $__________ $__________ $__________ $__________

9. CASH FLOW CUMULATIVE
(monthly) $__________ $__________ $__________ $__________

FIGURE 8—Worksheet for Calculating Projected Cash Flow



money elsewhere, you may want to reconsider your business
goals.

Writing Your Business Plan
A good way to begin getting your business plan down on
paper is to make a rough draft first. Divide a notebook into
sections, and label each one according to the categories we’ve
listed above. Then, start jotting down your ideas as they come
to mind in each of the categories. Later, you can go back over
the plan, making changes and refinements until the plan is in a
final form. You may want to have the plan professionally pre-
pared by a typing service into a formal document. Then later,
when you go to a bank to apply for a loan, you can present the
loan officer with your formal business plan, which will no

doubt make an ex-
cellent impression
(Figure 9).

Well, this com-
pletes our discus-
sion of business
plans. As you can
see, creating a good
business plan
requires time,
thought, and re-
search, but it will
be worth your time
in the long run.

Now, in the next
section of the text,
we’ll discuss get-
ting financing for
your business.
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FIGURE 9—You can
present your formal,
written business plan to
a loan officer when
applying for a bank
loan.
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Locking It Up! 1

At the end of each section in your Professional Locksmith texts, you’ll
be asked to pause and check your understanding of what you’ve just
read by completing a Locking It Up! quiz. Writing the answers to these
questions will help you review what you’ve studied so far. Please
complete Locking It Up! 1 now.

Indicate whether each of the following statements is True or False.

_____ 1. Expertise and training are unimportant in starting a business
if you have enough start-up capital.

_____ 2. The Service Corps of Retired Executives is a group of account-
ants who provide free tax preparation services to small
business owners.

_____ 3. Many small businesses fail within the first three years of
operation.

_____ 4. In a sole proprietorship, two or more people co-own and
operate a business.

_____ 5. Start-up capital is the amount of money you’ll need to get
your business’s doors open.

_____ 6. Variable expenses are business expenses that don’t change
from month to month.

_____ 7. A cash-flow projection is an estimate of how much cash will
be available to you during a particular period.

_____ 8. Rent, mortgage payments, loan payments, and insurance are
examples of fixed expenses.

Check your answers with those on page 71.



FINANCING YOUR BUSINESS

Determining How Much You’ll Need
Different types of businesses require varying amounts of
capital (money) to get started. A new business needs capital
to buy or rent facilities and equipment, purchase inventory,
and run the business until its income grows enough to sup-
port its operations. Some new business owners save until
they have enough money to open their business venture
themselves. However, most new retail businesses need more
capital than the owner has available. When this is the case,
capital can be obtained through loans.

The first step in obtaining a loan is determining how much money
you need. To do this, ask yourself the following questions:

1. How much money do I need to open the business?

2. How much money do I need to stay in business until I
earn a profit?

3. How much money do I have?

Figure 10 contains a worksheet that you can fill out to deter-
mine how much money you’ll need to get your business going.

Start-Up Capital and Working Capital
To start your own business, you need two types of funds:
start-up capital and working capital. We mentioned start-up
capital earlier in the text. This is the money that gets your busi-
ness’s doors open, including the money for major equipment
(key machines, delivery vans, computers, phone systems, and
so on) and supplies. Start-up capital is also used to pay insur-
ance premiums, license fees, and any business-related legal fees
you have at the start. The money needed to operate your busi-
ness every day is called working capital, or overhead. This in-
cludes money for monthly rent, utilities, employee salaries, and
so on.

As a business owner, keep in mind that unless you have
some other source of income besides the business, you’ll need
capital for your living expenses until the business becomes
profitable enough for you to draw a salary. Once your shop is
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completely operational, your business should have enough
money to

• Cover the business’s expenses

• Meet your personal living expenses

• Maintain a reserve fund (for unforeseen emergencies)

One mistake new business owners often make is underesti-
mating the amount of working capital they’ll need to keep
their business in operation. One way to avoid this mistake is
to include a contingency fund in your estimate. An extra 10–20
percent of your total loan request is considered reasonable.

For a new service business, you should plan to borrow
enough money to cover the business operation for at least three
months. If you practice sound management, you can proba-
bly expect to reach the breakeven point within these three
months. The breakeven point is the point at which business
income equals business expenses.
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START-UP COSTS

Worksheet for a Locksmithing Business

Shop space (down payment for purchase or lease
deposit, plus initial rent payment) $_______________

Fixture installations, remodeling, redecorating _______________

Utilities (heat, water, electricity, telephone), including
deposits and installation fees _______________

Professional services (attorney, accountant,
consultant) _______________

Equipment and supplies _______________

Field equipment, including truck or van _______________

Insurance premiums _______________

Business permits and state license, if needed _______________

Local and state taxes, if required _______________

Travel expenses _______________

Advertising and promotional materials _______________

Miscellaneous _______________

Total start-up funds _______________

(Less) Cash reserve _______________

TOTAL START-UP FUNDS TO BORROW $_______________

FIGURE 10—Worksheet
for Calculating
Start-up Capital for a
Locksmithing Business



Extra Expenses
It’s no secret that starting a business requires a major finan-
cial investment. As with any business, you’re bound to run
across some hidden costs. Be realistic when apportioning
money for expenses, since wise planning and ample capital
will give you a far better chance for success. Costs that a new
business owner sometimes overlooks include

• Printing costs for such necessities as business cards, in-
voices, and flyers (Figure 11)
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• Advertising costs, whether you advertise in newspapers,
the yellow pages, on radio, on television, or through
direct mail pieces

• Professional fees (accountants, lawyers, etc.)

• Utilities, garbage disposal, and other similar costs

Getting Your Loan

Getting a loan is an art. And, as with other arts, getting a loan
requires a considerable amount of discipline and preparation.
Knowing what your bank or other lending institution requires
for a loan makes the process easier. Before granting you a loan
for start-up expenses, your lender will require you to provide a
detailed business plan to demonstrate that you’re prepared to
spend the money wisely. Loan requests are always denied
when a business owner fails to provide a reasonable plan for
success—and for paying back the loan. If you want to borrow
money, you must know exactly how much you need, why you
need it, and how you plan to pay it back. You also must prove
that you’re a good credit risk (Figure 12).

Before you actually apply for a loan, consider the following
important tips:

1. Begin your preparation for financing before you actually
need the money. Lenders will need time to study your
loan application and approve the loan. It often takes quite
a while for money to actually be handed over to you.
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WHY DO YOU

NEED IT?

EXACTLY HOW

MUCH DO YOU

NEED?

CAN YOU PROVE

YOU'RE A GOOD

CREDIT RISK?

HOW ARE YOU

GOING TO PAY

IT BACK?

BANK

FIGURE 12—When you
approach a bank for a
loan, you must be
prepared to answer
numerous questions.



2. Whenever possible, establish and maintain cordial rela-
tions with loan officers from local lending institutions.
This should be done long before you ever ask for a loan.
The better the loan officer knows you and understands
your proposed business, the greater the possibility you’ll
have of obtaining favorable loan terms. (Keep in mind,
however, that although a personal relationship with a
loan officer is helpful, you should always shop around
to see if other lenders are offering better terms.)

The SBA recommends that a loan proposal contain the fol-
lowing key elements:

• General information—business name and address;
names, Social Security numbers, and addresses of princi-
pals; purpose and amount of loan request; amount and
percent of ownership equity available

• Business description—history, nature, structure, assets,
number of employees

• Management profile—short statement of background,
education, experience, skills, and accomplishments of
each principal

• Market information—complete definition of your service
and market, analysis of your competition and your niche in
the market, and description of your clients and how your
business meets (or will meet) their needs

• Financial information—for a new business: projected
balance sheet and projected profit and loss statement; for
an established business: balance sheet and income state-
ment for past three years; for both new and established
businesses: personal financial statement for each principal
with 20 percent or more ownership in the business and a
list of all collateral to be pledged as security for the loan

In addition to these key elements, a number of documents
must also be submitted with your loan proposal. They are

• A complete business plan that includes an explanation
of how the loan proceeds will be used

• A resume of the applicant’s education and work experience,
with emphasis on particular experience in the relevant field
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(required for each general partner and corporate officer, as
applicable)

• A personal financial statement for each applicant that
shows net worth, plus income tax statements for at least the
preceding two years. Your personal financial statement in-
dicates your total net worth. Make separate lists of all your
personal assets and liabilities. Personal assets include every-
thing you own that has a monetary value, such as a
home, other real estate, cars, life insurance, bank ac-
counts, stocks and bonds, and jewelry, art, or other valu-
able possessions. Figure 13 contains a worksheet to help
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PERSONAL FINANCIAL STATEMENT
as of (date)

ASSETS

Cash (including checking accounts) $____________

Savings accounts and certificates of deposit _____________

Stocks, bonds, and other securities _____________

Accounts and notes receivable _____________

Life insurance (cash value) _____________

Motor vehicles (current value) _____________

Real estate _____________

Vested pension plans and retirement accounts _____________

Jewelry, art, or other valuables _____________

TOTAL ASSETS $____________

LIABILITIES

Accounts payable $____________

Notes payable ____________

Mortgages and equity loans payable ____________

Contracts payable ____________

Taxes payable ____________

Other liabilities ____________

TOTAL LIABILITIES $____________

NET WORTH (total assets less total liabilities) $____________

Source: Adapted from Small Business Administration “Checklist for Going into
Business,” 1988

FIGURE 13—Worksheet
for Calculating a
Personal Financial
Statement



you compile a personal financial statement. Liabilities
include outstanding medical bills, bank loans, mortgages,
taxes owed, outstanding contract payments, and all other
moneys owed to individuals, organizations, or government
agencies. To determine net worth, subtract the total
liabilities from the total assets.

• Start-up expenses and an equipment list

• Copies of the lease agreement and insurance policies

• Credit references for each applicant

• Personal budgets for the first three months of business (if
requested)

Where to Get Loans

Loans can come from many sources (Figure 14). Here are
some you might consider for your business:

• Banks and credit unions (the most common sources of
funds for small businesses)

• Personal savings

• Assets (possessions) that you can easily convert into
cash

• Friends and relatives, some of whom may be willing to
lend you money at no interest or at less interest than you
would pay at a bank

• Private investors, persons other than family members
who are willing to loan capital at a lower interest rate
than a bank, or who may accept a share of the business
instead of a payback

• Partners, persons who contribute funds and participate
in the business’s daily operation

• Financial institutions including savings and loan asso-
ciations, commercial loan companies, consumer finance
companies, and life insurance companies (Note: Some of
these institutions will have higher interest rates than
banks or credit unions.)
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• Venture capital firms, which provide start-up and oper-
ating funds for companies in exchange for equity or part
ownership

• Regional and local business development corporations

• The Small Business Administration, either by a direct
loan or by guaranteeing a bank loan (within specified
limits). The SBA will consider your business for a direct
loan only after you’ve been turned down by one or two
commercial lenders. You must also satisfy certain other
requirements, including good character and demon-
strated business ability.

If you do borrow money, be sure to make your loan pay-
ments on time. If you can, occasionally make an extra pay-
ment on your loan. This will help you establish a good credit
rating and cement your relationship with your bank. If for
some reason you can’t make a loan payment on time or you
run into other financial trouble, your banker should be the
first to know. Make an appointment with the banker to
discuss the problem. Bankers are usually willing to work
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FIGURE 14—Any of these sources may provide you with the funds you need to start a business.



with established customers to solve their problems or help
with a tough situation.

At the beginning of the loan process, it would be a good idea
to seek the advice of an accountant or an attorney. These pro-
fessionals can provide you with guidance throughout the
process of getting your loan. In the next section of the text,
we’ll discuss how to hire the services of professionals such as
attorneys, accountants, and insurance agents. The advice of
these professionals will be invaluable to you in the day-to-
day running of your shop.

PROFESSIONAL SERVICES

Getting Professional Advice
The old adage “an
ounce of preven-
tion is worth a
pound of cure” ap-
plies very well to
the hiring of pro-
fessionals at the
start of your busi-
ness. For example,
a small amount
spent up front to
hire an attorney or
a professional ac-
countant could
save you thou-
sands of dollars

later on. Always get professional advice and assistance before
you make any serious moves or changes in your business
(Figure 15).

Here are some
general guidelines for securing the services of any
professional:

1. Make contact with the professional several months before
your business start-up date. In this way, you can obtain
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FIGURE 15—Seek
professional advice
before making any
major business moves.



any information you need to write your business plan
and organize your business operation ahead of time.

2. Don’t just hire any attorney or other professional. Shop
around until you find one that’s familiar with the lock-
smithing industry.

3. Be sure the professional is someone you can work with
and trust.

4. If you don’t know anyone in a profession that you need,
ask your friends or business acquaintances for leads, or
check with referral services or local chapters of profes-
sional associations such as the American Bar Association
or the Association of Certified Public Accountants.

5. Be sure to agree upon a fee before your first chargeable
visit with any professional.

Accountant

No matter what your business size or structure, an account-
ant can help you set up a bookkeeping system for you to
follow daily, to control cash flow, and to establish a secure
system for handling funds. An accountant’s services can be
invaluable not only in establishing your business, but also on
an ongoing basis.

For example, every business that shows a profit must pay
federal income taxes, in addition to state, provincial, or local
income taxes. Employers are responsible for submitting
withholding taxes collected from the employees and the
employer’s share of Social Security (FICA) taxes. It must also
pay federal unemployment taxes (FUTA) on a certain percent
of each employee’s wages. In addition, in most jurisdictions
you’ll be required to obtain authorization to collect taxes be-
fore you open your doors for business. In some places, this
authorization is called a seller’s permit.

As you may know from filing your own personal federal in-
come tax forms, the federal income tax laws are complex and
constantly changing. If you begin your own business, you’ll
be responsible for paying all applicable taxes in an appropri-
ate and timely manner. If you don’t, you may be held liable for
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penalties and interest. For this reason alone, it’s to your ad-
vantage to employ the services of an accountant.

Figure 16 contains a calendar listing the dates for submitting
important tax documents to the federal government.

Insurance Agent or Broker
In a perfect world, insurance wouldn’t be necessary. How-
ever, our world is hardly perfect and unfortunate incidents
do occur. People injure themselves, fires destroy merchandise
and buildings, vandals break windows and destroy property,
thieves steal merchandise and money, and natural disasters
topple buildings to the ground. Business owners must have
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CALENDAR OF FEDERAL TAX FORMS

Date Due Form Sent To

January 31 W-2 (Annual Wage and Tax Statement) IRS

January 31 940 (Employer’s Annual Federal Unemployment
Tax Return)

IRS

February 28 W-3 (Income and Tax Statement) Social Security
Administration

March 15 1120 (Corporation Income Tax Return) IRS

March 15 11205 (Small Business Corporation Income Tax Return) IRS

April 15 1040 (Individual Income Tax Return) IRS

April 15 1040SE (Computation of Social Security
Self-Employment Tax)

IRS

April 15 1065 (Partnership Income Tax Return) IRS

At time of
employment

W-4 (Employee’s Withholding Allowance Certificate) Company file

End of month after
close of any quarter

8109 (Coupon booklet for quarterly deposit) Company’s bank
account

End of month after
close of any quarter

941 (Employer’s Quarterly Federal Tax Return) IRS

15th day of months 4,
6, 9, and 1

1040ES (Estimate Income Tax for Individuals) IRS

FIGURE 16—Schedule of Dates for Submitting Necessary Federal Income Tax Forms



some means of protecting themselves from loss, and insur-
ance provides this protection. Although many people are
reluctant to pay insurance premiums, when a loss occurs,
they realize the true value of insurance coverage.

For this reason, the insurance agent is an important professional
that you should consult. Your insurance agent will be invalu-
able in analyzing your business to determine what type and
amount of insurance you’ll need. It’s a good idea to establish
a professional relationship with an insurance agent or broker
who is competent and knowledgeable about the insurance
needs of the locksmithing industry. This individual should be
aware of adequate coverage for your type of service business
and the availability of coverage at the best premium prices.
Once you’ve chosen your insurance professional, be sure to
keep him or her fully informed about any changes in your
operation that could affect your insurance coverage.

Business insurance policies replace merchandise that’s dam-
aged or missing (either from natural disasters or as a result of
theft or vandalism). Included in an insurance package should
be liability coverage, which pays for damages if you’re sued by
a customer or employee who is injured on your premises. If
you’re uninsured, such losses can put you out of business. As
an added benefit, standard business policies also compensate
owners for business that’s lost if their shops must be tempo-
rarily closed following an insured occurrence.

The following is a specific list of the types of insurance a
business owner may wish to consider and discuss with an
insurance agent:

• Fire and theft coverage for the office and equipment

• Automobile coverage for all vehicles, including liability,
comprehensive, and collision in adequate amounts that
reflect today’s medical and property costs

• General liability insurance for any damage or injuries re-
sulting from your actions or the actions of your employ-
ees during the course of operating your business

• Errors and omissions (E & O) insurance to protect your
business if you or one of your employees errs during a
lock installation or other service call
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• Crime insurance to protect the company from losses from
robbery, burglary, employee dishonesty, and vandalism

• Fidelity bonds to protect the company against financial
loss from embezzlement by employees who have access
to cash receipts and other company funds

• Business interruption insurance to compensate your busi-
ness for lost revenue during a temporary halt in business
caused by fire, theft, or illness of the owner or manager

• Key person insurance to compensate your business when
any partners or persons essential to managing the opera-
tion become disabled or die

• Product liability insurance to protect your company
against claims for defective merchandise

Finally, if you’re operating your business on a full-time basis,
you’ll need appropriate life and health insurance coverage for
yourself, your family, and your employees. As with all other
types of insurance, your insurance agent can explain the op-
tions and costs associated with providing such coverage.

You’ll discover that the liability rates for an alarm installer/
locksmith are three times the rates for a locksmith who
doesn’t install alarms. This is primarily due to the substantial
losses a customer can have if the alarm system fails.

Attorney

There’s no doubt that at some future time you’ll require the
services of an attorney. Finding the right attorney up front can
help you avoid serious problems in the future. Some states and
provinces require you to hire an attorney if you plan to organ-
ize your business as either a corporation or a partnership. A sam-
ple partnership agreement is shown in Figure 17. In any case,
the advice of an attorney can be helpful in many areas of your
business, including the following:

• Choosing the best structure for your business

• Interpreting contracts and leases

• Helping you understand your legal rights and obligations
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PARTNERSHIP AGREEMENT

AGREEMENT made _____________, 19___, among ___________, of _____________ ____________, and
_____________, of _______________________.

WHEREAS the parties (hereinafter called the “Partners”), desire to carry on a retail locksmith business
in ____________________, ______________________; and

WHEREAS the Partners desire to define certain rights among themselves, and to make certain provi-
sions as to their business;

NOW, THEREFORE, in consideration of the mutual agreements herein contained, the Partners agree
as follows:

1. Name and Place of Business. The partnership and its business will be conducted under the trade
name of ______________________________. The principal place of such business of the partnership
will be at ________________________ _____________________________, or at such other location as
the Partners may agree.

2. Business Activities. The Partnership’s general business shall be the operation of a retail locksmith
business and such other activities as are necessary or incidental thereto.

3. Term. The Partnership will continue until terminated under this Agreement.

4. Books. The Partnership books and records will be maintained at the principal office of the Part-
nership, and the Partners will have access thereto at all times. The books will be closed and bal-
anced at the end of each year.

5. Capital. The Partners having resolved to make equal contributions to the capital accounts of the
Partnership, the partners agree that the capital accounts will continue to be equal, except as
hereinafter provided, and in such amounts as the Partners will determine from time to time. If, at
any time or times hereafter, further capital will be required for carrying on the business, such
capital will be advanced by the Partners in the same percentages as their capital accounts. No
interest will be paid on any contributions of capital to the Partnership.

6. Profit and Loss. The net profits and losses of the Partnership will be divided and borne equally
among the Partners.

7. Salaries and Drawings. The Partners will receive equal salary for services rendered to the Partner-
ship and the Partners will also have equal drawing and expense accounts, provided that, as to
each Partner, the Partner continues to comply with his obligations under Paragraph 8 hereof.

8. Management and Duties. The Partners will have equal rights in the management of the Partner-
ship business, and both Partners will be required to devote substantially all of their time to the
conduct of the business. Each Partner will, however, be allowed, to also engage in any other
business without the consent of the other Partner so long as such activities do not interfere with
the Partners’ duties contained herein.

9. Restrictions. No Partner will, without the consent of the other Partner, endorse any note, or act
as an accommodation party, or otherwise become surety for any person on behalf of the
Partnership. Without the consent of the other Partner, no Partner will, on behalf of the Partner-
ship, borrow or lend money, or make, deliver, or accept any commercial paper, or execute any
mortgage, security agreement, bond, or lease, or purchase, or sell any property for or of the
Partnership.

(Continued)

FIGURE 17—An attorney can provide you with advice on how to fill out this partnership
agreement.
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10. Prohibition Against Assignment. No Partner will, except with the consent of the other Partner, as-
sign, mortgage, grant a security interest in, or sell his or her share in the Partnership, or do any act
detrimental to the best interests of the Partnership of which would make it impossible to carry on
the ordinary business of the Partnership.

11. Bank Account. All funds of the Partnership will be deposited in its name with such banking institu-
tion or institutions as the Partners will from time to time determine. All withdrawals therefrom are
to be made upon checks signed by either Partner.

12. Death and Disability. (a) Upon the death of either Partner, the Partnership will be terminated as
of the date of death of the deceased Partner. Thereafter, the personal representatives of such
deceased Partner, or the person or persons to whom such deceased Partner will have be-
queathed his interest in the Partnership (all collectively referred to hereafter as the “Estate”), and
the surviving Partner will have the following rights, duties and obligations:

(i) The surviving Partner will be required to purchase the deceased Partner’s interest in the Part-
nership at the price and under the terms determined pursuant to Paragraph 15 of this Agree-
ment, and the Estate of the deceased Partner will be required to sell such interest to the
surviving Partner. The surviving Partner must purchase the deceased Partner’s interest in the
Partnership by giving written notice to the Estate of the deceased Partner within ninety (90)
days of receiving actual notice of the death of the deceased Partner, that he or she will pur-
chase such deceased Partner’s interest in the Partnership.

(ii) The term “Estate” for purposes of this Agreement shall be deemed a word of collective refer-
ence only. Insofar as it includes any personal representatives and any person or persons to
whom any deceased Partner will have bequeathed any interest in the Partnership, its use will
not be deemed to bind any such persons to any collective action, and they will each have
all of the rights and privileges accorded to the “Estate” of a deceased Partner.

(b) Upon the disability (as defined in Section 105(d)(4) of the Internal Revenue Code of 1986,
as amended) of either Partner, the other Partner will have the option to purchase the dis-
abled Partner’s interest in the Partnership at the price and under the terms determined
pursuant to Paragraph 15 of this Agreement, and the disabled Partner will be required to
sell such interest to the other Partner. This option to purchase the disabled Partner’s inter-
est can be exercised at any time after such Partner has become disabled within the
meaning of this Paragraph 12 and shall be exercisable by the purchasing Partner giving
written notice to the disabled Partner that he desires to exercise such option.

13. Voluntary Withdrawal of Partner. Either Partner will have the right to voluntarily withdraw from the
Partnership by giving ninety (90) days written notice to the remaining Partner of his or her inten-
tion to withdraw. In such an event, the remaining Partner will have, for ninety (90) days from the
receipt of such notice, the option to purchase the interest of the withdrawing Partner at the
price and under the terms determined pursuant to Paragraph 15. The remaining Partner’s option
to purchase the withdrawing Partner’s interest will be exercisable by giving written notice to the
withdrawing Partner of his or her intention to purchase the withdrawing Partner’s interest, within
the said ninety (90) day period commencing with the date of the withdrawing Partner’s notice
of withdrawal from the Partnership. In the event that the remaining Partner does not elect to pur-
chase the withdrawing Partner’s interest in the Partnership, the Partners will proceed with reason-
able promptness to consummate the liquidation and sale of the business and assets of the
Partnership. Any profits or losses which the Partnership realizes during the period of liquidation will
be divided and borne equally among the Partners. The proceeds of sale will be divided and
borne equally among the Partners.

(Continued)

FIGURE 17—(Continued)
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14. Legal Disabilities. Upon the insolvency, bankruptcy, or adjudication of incompetency of a Part-
ner or if a lien, attachment or garnishment is entered against a Partner’s interest in the Partner-
ship or its assets or his interest in the Partnership or its assets become subject to equitable
distribution in any divorce proceeding (collectively “Legal Disabilities”), the Partnership shall be
terminated as of the date of such an event. Thereafter the other Partner shall have all the rights,
obligations, and duties hereinabove prescribed in Subparagraph 12(a) for the surviving Partner in
the case of death of one of the Partners, and the Partner under such Legal Disabilities and his re-
ceiver, trustee, committee, guardian, conservator, or other parties claimant of such Partner shall
have all of the rights, obligations and duties prescribed for the Estate of a deceased Partner in
such Subparagraph 12(a).

15. Purchase Price and Terms. The purchase price and terms of the purchase of a Partner’s interest
in the Partnership in the case of death, disability, voluntary withdrawal or Legal Disabilities of a
Partner shall be determined respectively as follows:

(a) In the case of the death or disability of a Partner, the purchase price shall be one-half (1/2) of
Monthly Net Profits (as hereinafter defined) for __________ months from the Date of Closing (as
hereinafter defined), payable in consecutive equal monthly installments.

(b) In the case of the voluntary withdrawal or Other Legal Disabilities of a Partner, the purchase
price shall be one-half (1/2) of Monthly Gross Commissions (as hereinafter defined) for
___________ months from the Date of Closing, payable in consecutive equal monthly
installments.

(c) The term “Monthly Net Profits” means monthly net profits, exclusive of federal, state or local
income taxes, determined on a cash basis, received by the Partnership for the month pre-
ceding the date on which such monthly installment of the purchase price is due. In no event,
however, shall any monthly installment of the purchase price under this Paragraph 15 exceed
one-half (1/2) of the highest monthly net profits earned by the Partnership during the twelve
(12) month period immediately preceding the Date of Closing.

(d) In the event of the death, disability, voluntary withdrawal or Legal Disabilities of a Partner,
closing shall take place thirty (30) days after the sending of written notice by a Partner that
he or she will purchase the other Partner’s Partnership Interest as provided herein (“Date of
Closing”).

16. Compulsory Buy-Out. At any time (other than a time when Paragraph 12, 13 or 14 hereof is op-
erative), either Partner (the “Offering Partner”) may send a written notice to the other requiring a
compulsory buy-out. The notice shall specify a price for the other Partner’s interest in the Partner-
ship and state that the Offering Partner will purchase the other Partner’s Partnership interest at
that price or sell his or her own Partnership interest to the other Partner at that price. The other
Partner must, within six (6) months after such offer, either (i) purchase the Offering Partner’s Part-
nership interest at such price by giving written notice of such to the Offering Partner before the
expiration of said six (6) month period or (ii) tender his or her own Partnership interest for pur-
chase at such price. Closing on the sale of a Partner’s Partnership interest under this Paragraph
shall take place thirty (30) days after the earlier of (i) the sending of written notice to the Offering
Partner by the other Partner that the other Partner shall purchase the Offering Partner’s Partner-
ship interest or (ii) the expiration of the six (6) month period.

17. Covenant Not To Compete. In the event that either Partner purchases the Partnership interest
of the other Partner, the Partner whose Partnership interest is being purchased agrees that, fol-
lowing the date of such purchase, he or she will not, directly or indirectly: (i) hold or acquire an

(Continued)
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• Arbitrating disputes within your business or with other
businesses or subcontractors

• Filing necessary paperwork for licenses, permits, and so on

• Preparing partnership agreements (Figure 17)

• Handling the legal requirements for corporations

As with other professionals, deal with a reputable attorney
with whom you feel comfortable. While all attorneys must
meet certain requirements to be licensed, some are undoubt-
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ownership interest in any run business or engage in any other phase of the retail gun business
anywhere within a fifteen (15) mile radius of __________________________ , for a period of five (5)
years from the Closing of the purchase of such Partner’s Partnership interest; or (ii) use or permit
the use of any trade secrets relating to the Partnership (including, without limitation, customer
lists, marketing methods, cost, price, and other financial data) and will not, either directly or indi-
rectly, communicate or divulge such trade secrets to any person, firm or corporation whatever.

18. Notices. Notices under this Agreement must be in writing and sent by registered or certified mail,
return receipt requested, postage paid, to the Partners at their last address as shown on the rec-
ords of the Partnership or at such other address with respect to any party hereto as such party
may notify the other in writing.

19. Severability. The various provisions of this Agreement are severable from each other and from
the rest of the Agreement, and in the event that any part of this Agreement is held to be invalid
or unenforceable by a court of competent jurisdiction, the remainder of this Agreement will be
fully effective, operative and enforceable.

20. Binding Effect. This Agreement is binding upon and will enure to the benefit of the parties hereto
and their respective heirs, executors, administrators, donees, successors and assigns.

21. Governing Law. This Agreement is to be construed and interpreted in accordance with the laws
of the State of ____________________.

22. Entire Agreement. This instrument contains the entire agreement of the parties and cannot be
changed orally but only by an agreement in writing signed by the Partners.

IN WITNESS WHEREOF, the parties have signed this Agreement on the day and year above written.

WITNESS:

________________________________________

________________________________________

________________________________, Partner

WITNESS:

________________________________________

________________________________________

________________________________, Partner

FIGURE 17—(Continued)



edly better than others. Your local county bar association can
provide you with names of attorneys in your area and their
specialties.

Banker
Whether or not you need to borrow money, you should es-
tablish a good working relationship with a bank. In addition
to lending money, bankers can help you to choose the best
type of checking and savings accounts for your business and
provide financial guidance. Select a bank that can offer you
the services you need as your business expands.

Marketing or Management Consultant
A marketing consultant may offer marketing services only or a
combination of both marketing and management services. A
consultant who offers both services can advise you on every
aspect of operating your business. Your decision to work
with a consultant will depend on your own knowledge, ex-
pertise, time available, and your desire to delegate business
responsibilities to a professional consultant.

A good consultant can advise you in the areas of business
start-up, advertising and public relations, security measures,
employee hiring, fee setting, record keeping, and many other
details. A consultant can also recommend attorneys, account-
ants, advertising agencies, and other information sources. A
management or marketing consultant usually charges on an
hourly, daily, or weekly basis, but you may be able to hire a
consultant only when needed for a short period by paying a
monthly retainer fee.
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Locking It Up! 2

Fill in the blanks in each of the following statements.

1. A _______ is a reserve of money for emergencies.

2. A _______ is the most common source of funding for small busi-
nesses.

3. The _______ will consider a small business for a direct loan only af-
ter it has been turned down by one or two commercial lenders.

4. A _______ is an authorization to collect sales tax that businesses in
most jurisdictions are required to have.

5. _______ is insurance that pays for damages if you are sued by a
customer or employee who is injured on your premises.

6. The money you need to operate your business every day is called
_______.

7. Your personal _______ is a document indicating your total net
worth.

8. A _______ can help you choose the best type of checking and sav-
ings accounts for your business.

Check your answers with those on page 71.



FINDING THE BEST LOCATION

Accessibility
If you were to ask any business owner the single most impor-
tant factor in starting a business, you’d hear: location, location,
location! Why? Well, the purpose of a retail shop is to provide
a product or service to people who live or work within a
specific geographical area. This means that the shop must be
easily accessible to customers (Figure 18). How can you judge
how accessible a particular location is? Try answering the fol-
lowing questions.

Does the location offer

• Unobstructed visibility from the street?

• A parking lot that can be easily entered and exited?

• Ample parking spaces?

• An entryway that’s usable by persons with physical
handicaps?

• Nearby businesses that help attract customers?

If you can answer “yes” to these questions, you can consider
your chosen location to be extremely accessible to the public.

Traffic Flow
When you’re researching the merits of a possible business lo-
cation, check with your local chamber of commerce, banks,
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and real estate companies to get an idea of the average in-
come and annual retail sales figures in the area. Doing so will
give you an indication of the health of the area’s economy.
Another resource you can use is County Business Patterns,
which is published by the United States Department of Com-
merce and contains vital statistics about the county in which
you intend to locate your business. Naturally, it’s always a
good idea to start a new business in an area where customers
have money to spend on goods and services.

In order to succeed, a retail business should be located in a
high-traffic area—one that draws large numbers of people in
cars and on foot. Many city, county, and state transportation
departments will provide traffic flow information for major
roads. Traffic flow measures the amount of traffic passing
through an area. If the traffic flow is high, it usually means a
brisk business is possible.

This discussion may be leading you to the conclusion that
one of the best places to open a shop is in a major shopping
mall, but this isn’t usually true. Although the volume of po-
tential customers in a large mall is high, the cost of overhead
in many malls is too high for a business to be profitable.
However, a small “strip” shopping center, where six to ten
stores open onto a shared outdoor parking lot, is sometimes a
viable option.

Good news is that, unlike some businesses, a locksmithing
business can be successful even in a less-affluent area or a
low-traffic area, simply because locksmithing skills are so
much in demand. Just about everyone, regardless of their in-
come, needs strong locks on their homes and cars. In fact, the
need for security is often greater in neighborhoods that have
a crime problem. Also, locksmiths may conduct much busi-
ness on the road or at people’s homes, which makes a large,
elaborate shop unneccessary.

One possibility is to simply establish your business in your own
home. You could operate out of your kitchen, your basement,
a spare room, or your garage. The principal advantage of a
home business is the low cost of overhead. This is the way
many people start out when opening their own business; you
can always move to a professional location later on.

The location of your shop is something only you can decide.
But choose it with extreme care and thought. Remember to
consider your future needs as well as your present needs
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when evaluating any location for your business. There’s one
exception for locksmiths. Some locksmiths have a mobile
only (van) business, and no retail store. For these locksmiths,
of course, the shop location isn’t very important.

The Appearance of Your Shop
Appearance is important for any business that’s visited by its
customers. Customers and potential customers alike make
their initial judgment about a business from its appearance,
so first impressions are important! The building that houses
your business and the surrounding area must be attractive
and compatible with the quality of your services. Display
windows are nice to have, but not as essential for a locksmith
as for a retail shop. However, look closely at the windows in
any building you consider as a location for your shop.

Assessing Your Competition
One critical area that must be checked out before commit-
ting to a location is the strength of your competition. How
can you find the competition? First, you can personally
scout the area. Then, check the yellow pages of your telephone
book. Look under such relevant categories as locksmiths, home
security, hardware, building supplies, and so on. Any one of
these, even those listed as wholesalers, represents a possible
competitor.

One way to analyze competition is to mark off an area on a
piece of graph paper to represent a one-mile radius around
your proposed site. Sketch in the major streets in the area,
and mark the location of all competing businesses within that
mile. How many locksmith-related competitors are located
within that radius? How many competitors are located
within two or three city blocks of your proposed site? If your
research shows that there are no serious competitors within one
mile of your prospective site, you may have struck gold.

Note that the presence of competition in your target area
doesn’t necessarily mean that you shouldn’t start a business
there. In fact, competition in any industry should be wel-
comed because it challenges competing businesses to provide
better service and higher quality for their consumers. For
example, if a new locksmith shop opens up just across the
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street from a well-established shop, both owners will work
harder to keep up with trends and satisfy their customers.
(Remember, however, that if you take on a competitor di-
rectly, you must be absolutely sure that your product and
service are superior!)

Once you know who your competitors are and where they’re
located, take the time to become acquainted with their opera-
tions. Visit the shops and check out their inventory and displays.
Do certain shops seem to have more walk-in business than oth-
ers? If so, compare their window displays with those of the
other, less busy shops. This will help you see what draws cus-
tomers in off the street. Also, be aware of the shops’ days and
hours of business and the presence or lack of “road” services.

Browse through local newspapers and telephone books for com-
petitors’ advertisements. Are the ads large? Do they seem effec-
tive? Do your competitors provide the kind of service or quality
that they advertise? The answers to these questions will enable
you to properly evaluate the strength of your competition.

Leasing vs. Buying
Once you’ve chosen your location, your next question may be:
Should I lease or buy the shop? Leasing may be less expensive in
the short term; however, you may find that purchasing a space is
less expensive in the long term. Rent money, once paid, is gone,
but mortgage payments result in equity buildup.

If you do rent a property, be sure to have an appropriate written
agreement. This means a well-written lease which clearly spells
out the respective parties’ rights, duties, and obligations.
Have your attorney review a lease before you sign it. Your
attorney can explain any provisions in the lease.

Every lease is set for a defined period of time. Building own-
ers generally want long-term leases. They usually ask for
three-, five-, or ten-year commitments. As a new business
owner, you should be wary of long-term agreements.

If you are intent on buying your own business, a written pur-
chase agreement should be drawn up which spells out the
rights, duties, and obligations of each party in the transaction.
The agreement should indicate whether a deposit is being
made, and, if so, whether it’s refundable if the deal falls
through. It should also provide a deadline for closing the deal.
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ESTABLISHING A BUSINESS IDENTITY

Name Recognition

One of the most important factors in the success of any business
is name recognition—how well the public knows the name of
your business. Ideally, when someone in your area needs a lock-
smith, they should think of you first. Name recognition doesn’t
happen overnight. It’s the result of a planned marketing effort
on your part. Your retail store must lock its name into your cus-
tomers’ minds every time they come near the business. Location
alone doesn’t do this. After all, can you recall the name of every
store in your local mall? The stores that you can’t remember are
failing to draw enough attention to themselves.

Developing a business identity begins with the name of your
business. The best name is one that’s memorable and not eas-
ily confused with any other business. Your business name
should always reflect what you do. For example, if your
name is Dave Smith and your partner is Jerry Johnson, you
could call your business Dave and Jerry’s. However, this
name doesn’t tell anyone what you do. Dave and Jerry’s could
be a restaurant, a garage, or a clothing store as well as a lock-
smith shop. By the time customers figure out what you do, it
may be too late to get their business. They may have already
given their business to a company whose name more easily
identifies it. Don’t make it hard for potential clients to find
you. Make the name of your business as unique and unmis-
takable as possible. In the situation we decribed here, a good
name for the shop would be Dave and Jerry’s Locksmithing.

Using your own name in the business’s name is recommended
because it sends the public a message of individuality and
shows pride in ownership. For example, Smith’s Locksmith
Service is better than the generic name Locksmith Service by it-
self. Another good idea is to include the name of your city or
town. For example, Springfield Locksmith is appealing since it
identifies the business with the city of Springfield. Using the
name of the town also gives the business name a sense of per-
manance and stability.

If you plan on purchasing a locksmith shop that has already
been successfully operating for some time, don’t change the
business’s name. The established name has a recognition
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value in the local area that could take years to recreate under
a new name. Also, customer’s tend to be wary of change.
Customers of an established business are more likely to continue
coming to the shop if new ownership is introduced gradually. If
you intend to change an established shop’s name, your best bet
is to phase the new name in gradually over a period of time. For
example, in an advertisement, you could say “Smith’s Lock-
smithing Shop, formerly The Lock and Key Shop, is proud to
announce their grand opening this Friday.”

Another consideration when choosing a name is the position-
ing of the shop’s listing in the yellow pages. Names that
begin with A are at the top of the alphabetical list, and cus-
tomers using the yellow pages tend to call the first shop they
see in the listing. Also, the largest ads (no matter where they
fall alphabetically) are positioned at the beginning of the yel-
low page listing. You can be assured of getting top billing if
you can afford to purchase a large-size ad. If you plan to give
24-hour service, be sure to include that in your ad.

Almost as important as your business’s name is its telephone
number. A great percentage of a locksmith’s business comes
from emergency service calls. For this reason, negotiate with
your telephone company for a number that’s easy to remem-
ber. Focus on the final four numbers—for example, a number
such as 555-1234 is much easier to remember than 555-6982.
Or, you could try to get a catchy word into the number, like
555-LOCK or 555-KEYS. With a clear identity and an easy-
to-remember phone number, you’ll stand out in a customer’s
mind when he or she needs to call a locksmith.

Designing a Logo

After you’ve decided on a name for your business, you
should direct your attention to designing a logo. A logo is a
graphic symbol that helps the public identify your business
at a glance. A well-done logo has the power to draw the pub-
lic’s eye and stimulate interest in your business. Although it
isn’t absolutely necessary, it’s a good idea to incorporate your
business’s name into the logo. For example, if your logo is an
illustration of a padlock and keys, you can put the store’s ini-
tials on the front of the padlock (Figure 19). If you belong to a
professional locksmithing organization, such as ALOA or
SAVTA, you should also include that information on your
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logo. Customers
will eventually be-
gin associating that
logo with your
shop.

Your logo is very
important, so if you
can afford it, hire a
professional artist or
graphic designer to
develop it. Not all
graphic designers
are equally talented
at creating logos.
The best way to
find a good logo

designer is to look at other people’s business cards and ads.
When you see a logo that you think is particularly effective,
call the owner of that business and ask for the name of the
graphic artist who did the design. You can also ask several
designers to show you samples of their work so you can
make an informed choice among them.

Designing an effective logo necessitates teamwork between
the business owner and the artist. It’s important to work with
someone that you can communicate with. The artist must have
a good understanding of your business and what sets you apart
from your competition. The better you can communicate your
own business and philosophy, the easier it will be for a
graphic artist to capture that in a symbolic design.

Finally, be sure that both you and the designer are perfectly
clear about the cost of this work. Agree in advance on what
the charges will be if you decide not to use any of the designs
recommended by the artist.

Once your logo has been designed, you must use it! Use your
logo on signs, in newspaper and magazine advertisements, in
the yellow pages, on the sides of delivery vehicles, and on
your business cards, stationery, bills, work clothes, bro-
chures, and so on (Figure 20). Any material that’s seen by the
public should include your logo. Once your business has
been established for a while, people will begin to associate
your logo with your business.
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Participating in Community Activities
Another excellent way to establish your business identity is
to participate in local community activities. One of the best
ways to do this is to join your local chamber of commerce,
business groups, or charitable organizations. Volunteer your
time or donate products or services for a worthy local cause.
Sponsor a local sports team or children’s club. The more active

you are, the more
familiar your busi-
ness will become
within your com-
munity.

Becoming involved
with community,
civic, and profes-
sional groups helps
not only your com-
munity but your
business as well.
Find a civic group
or organization that
shares a common
interest with you
(Figure 21). Attend
a few meetings and
if the group offers
what you’re looking
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have a business logo,
use it everywhere!

FIGURE 21—One way
to attract favorable
attention to your
business is to sponsor
a local sports club.



for, and you feel you have something to contribute, join. The
fellowship you’ll experience by participating in these groups
is enjoyable, and some of the friends made through attending
meetings and functions will become your customers.

Yes, joining community organizations can help your busi-
ness, but be careful that you don’t join more groups than
your schedule will permit. When you become overcommit-
ted, you won’t fulfill any of your responsibilities well. In this
case, your business reputation may be hurt instead of helped.

Purchasing a Sign
Most businesses need a clearly visible, lighted sign to identify
it and tell potential customers what products or services are
offered inside (Figure 22). Your sign is your outdoor advertis-
ing, so choose its design, materials, and placement with care.
Remember, your sign will be seen by your customers for a
long time to come; it should be attractive and eye-catching,
and visible from a distance for anyone walking or driving by.

Most communities require a permit and an annual fee for any
type of sign that’s lighted, suspended, or attached to a build-
ing’s exterior. In addition, many malls, neighborhood shopping
centers, business blocks, and historic districts have their own
committees that advise a business on the types of signs that
are permitted and those that aren’t. If your sign conforms to
accepted guidelines, your permit is usually issued by the city,
township, or zoning office the same day that you apply. You
can see that, before signing a lease, it’s important to research
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any ordinances that may affect your business. Before pur-
chasing any signs, you should submit the exact specifications
to the zoning office for approval. You certainly don’t want to
purchase a sign that you won’t be allowed to use! Again, if a
locksmith has a mobile only business, the only sign the lock-
smith will need will be on the van. Some locksmiths use de-
tachable magnetic signs, because an unattended locksmith
van attracts thieves.

Advertising
Customer goodwill and a good business reputation take
years to develop. For this reason, the best way for a new busi-
ness to bring in new customers is to advertise. The key to adver-
tising is getting your message to your desired audience. That
means advertising yourself, your services, your merchandise,
and your prices.

The means of getting your message out through advertising
are fairly straightforward. They consist of television, radio,
and the print medium (i.e., newspapers, magazines, or direct
mailing) (Figure 23). While television advertising gets at a
large audience, it’s also very expensive, usually beyond the
reach of most individuals. The cost of even a 30-second tele-
vision spot could swallow up a week’s pay and then some,
and that doesn’t include charges for peak-hour advertising
with its corresponding higher rates.

Radio is a far less expensive means than television for getting
your message to the public. If you decide to use radio, make
sure you choose a station and commercial times that will be
heard by those needing locksmithing services. For example, it
doesn’t make sense to advertise your services during a chil-
dren’s program, even if you get a bargain price for the time
slot. Make sure you choose both the station and your market
segment carefully! Depending on the station, you can usually
run several 30-second advertising spots each day for a week
for about what it would cost to take your family out for dinner.

For a new business, the print medium is probably the most
effective method at the most reasonable price. Newspapers,
local magazines, classified ads, the Yellow Pages, and direct
mail campaigns are all effective, and are far less expensive
than television and radio. The Yellow Pages are the best place
to advertise.
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You can also pool your advertising resources with others,
and this can be a useful means of bringing in new business.
These kinds of group ads are most successful when you ad-
vertise with others not in direct competition with you in your
community, but who still have a common interest with you
in the type of products being advertised. For example, you
could pool your resources with a local homebuilder, car
dealer, hardware store, private security company, or anyone
else who has a business related to locksmithing.

In addition, some manufacturers and suppliers offer co-op
advertising programs. In these plans, the manufacturer or sup-
plier pays for all or part of your business ad, and you advertise
that you use their products. If you’re interested in these kinds
of ads, you should contact the manufacturer or supplier.
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EQUIPMENT AND SUPPLIES

Determining What You Need
The office equipment that you buy at start-up will depend on
your business operation and your circumstances. The two
most important decisions to make are (1) how much you can
afford to spend and (2) what you expect the equipment to do
for your business operation. A good idea is to make two
lists—one for the absolute necessities and the other for things
you would like to have. Let’s start by looking at some of the
“must-have” equipment. The items we’ll discuss here are
general office equipment only. We’ll discuss specialized lock-
smithing tools and supplies in the next study unit.

Cash Register or Cash Box
A cash register or box of some kind is necessary in any busi-
ness. You’ll need a secure locking area to keep your change
and incoming cash. If your business is very small, you may
be able to use a locking cash box (and a calculator) at the
start. Or, a simple cash register may be adequate (Figure 24).

If your shop is larger or if you expect your business to grow
quickly, an electronic or a computerized point-of-sale (POS)
cash register (like those commonly used in supermarkets)
may be the right choice for you. A point-of-sale cash register is
programmed to help you keep track of your inventory. Your in-
ventory list is programmed into the computer. Then, each time

you ring up a sale,
the item is automati-
cally deducted from
your total inven-
tory. The computer
records what is
sold and what re-
mains in stock.

While you can pur-
chase a new cash
register from a
business supplier,
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remember to check out your local classified ads to see if any
used equipment is available. You may be able to get an excel-
lent bargain on equipment from a shop that’s going out of
business.

Telephone
Between 50 and 80 percent of your business will be transacted
over the telephone once your shop becomes established. Obvi-
ously, then, an efficient telephone system is a top priority. The
telecommunications industry is highly competitive these days, so
shop around to find the most suitable, reliable, and affordable
telephone system you can.

The system you select should have enough incoming lines to
handle the calls from customers, vendors, and on-the-road em-
ployees. Make sure the system you choose is expandable, so it
can grow with your business. Remember, many of your custom-
ers will be calling for emergency service, so if they get a busy sig-
nal, they’ll call another locksmith. If you’re frequently on the
road doing service calls or are otherwise out of your shop,
consider using a professional answering service.

No matter how efficient your phone service is, there will be
times that you’ll have to put callers on hold. Your system
should provide either music or information about your busi-
ness to waiting callers. This lets customers know they haven’t
been disconnected and keeps them from hanging up.

Finally, make sure
that the person an-
swering your
phone has a clear
and pleasant speak-
ing voice and
enough knowledge
of your business to
answer customer
questions. In addi-
tion, the person an-
swering the phone
should be polite
and helpful at all
times (Figure 25).
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always be courteous
and helpful.



Remember, the telephone call will be the first impression
most customers have with your business!

Cellular Phones

A cellular phone is a type of telephone that can be used in a car
or van. The phone system uses available radio channels to
transmit calls. The term cellular refers to the way that the local
geographical area that the phone serves is divided into small
sections, or cells. Cellular phones have a limited range but are
very useful for receiving service calls while you’re on the
road.

Paging Systems

Another phone option you may want to consider is the paging
system. In a paging system, you wear or carry a small electronic
receiver device (the pager). When a person wants to reach you,
they dial your phone number. Their call is answered by a com-
puter system. Depending on the type of system, the person
may leave a vocal message or simply type in their phone
number.

The computer system will then “call” you on your electronic
pager by sending an electronic signal. The signal makes a
beeping noise on your pager. Then, depending on the type of
system, you may need to call the number of the service to get
your message, or the caller’s phone number may appear in a
small window on the paging device, in which case you can
call them directly. Some locksmiths call forward from their
regular phones to their cellular phones.

Office Furniture and Supplies

No matter how small your shop and office, you’ll need some
furniture and fixtures. A desk, chair, desk lamp, bookcase,
chairs for waiting customers, and a secure metal file cabinet
are essential. Your file cabinet should be fireproof and have a
strong lock on it to protect the security of your documents.
The lock that comes on a file isn’t very strong. The file can be
made much more secure by adding a locking bar or a cater-
pillar hasp and a padlock.

48 Starting a Small Business



Some standard office supplies you’ll need include staplers,
paper clips, pens, pencils, sales slips or booklets, memo pads,
scissors, tape, price stickers, and an appointment calendar.

Your “Wish List”
Now, let’s look at some non-essential items you may wish to
purchase for your shop. These items may be included in your
“wish list” of items to be purchased in the future.

A fax machine
(Figure 26) is a use-
ful device used to
send documents
instantly from place
to place. The ma-
chine is attached to
telephone lines. A
fax machine allows
you to send in or-
ders for supplies,
receive letters and
documents from
customers or manu-
facturers, and so on.

A photocopier will be useful for making copies of documents
for record keeping purposes.

A personal computer has many uses in a small business. Many
software packages with practical business applications are
now available. You can use your computer to keep records,
do your taxes, and even balance your checkbook. However, a
personal computer may be impractical unless you or your
employees know how to use it. You can find a wide variety
of computer books and teaching aids in any computer store.
Be sure to shop around and consider your needs carefully be-
fore you purchase a computer system.

A personal computer is almost a necessity for locksmiths to
keep track of their key blanks. There are eight or nine com-
mon key blank manufacturers, and all use different reference
letters/numbers. The hard copy cross-indexes refer to two or
three manufacturers. To do a hard copy crossover is some-
times almost impossible. However, with a computer, you can
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instantly from place to
place.



type in any manufacturer’s number and come up with the
other numbers and where the blank is used. There are at least
two software suppliers that provide this service.

All of the devices we’ve mentioned here are fairly expensive
and not generally essential to a business that’s just starting
out. However, later on when your business expands, you
may find these machines to be valuable timesavers that can
increase your profits.
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Locking It Up! 3

Indicate whether each of the following statements is True or False.

_____ 1. Traffic flow is the number of new businesses opening annually
in a city or town.

_____ 2. It’s always better to buy a business location than to lease it.

_____ 3. It’s unimportant for a business’s name to identify the type of
business it is.

_____ 4. One excellent way to establish your business identity is to
participate in local community activities.

_____ 5. You can expect to transact only about 10 percent of your
business over the telephone.

_____ 6. A fax machine is an essential piece of equipment when you’re
first opening up a shop.

_____ 7. If you purchase an established locksmith business, you should
always change the name of the shop before opening.

Check your answers with those on page 71.



STAFFING YOUR SHOP

Deciding Whether to Hire
Loyal and efficient employees can be your company’s most
valuable asset. They can create more goodwill than the most
extensive public relations program you could ever afford. It
isn’t easy to find good workers, but in this section of the text,
we’ll give you some tips on how to go about hiring and man-
aging employees.

The number of employees you hire at start-up, if you hire any
at all, is a personal decision based on your needs. The size of
your operation, how you plan to run your business, and the
availability of subcontractors are all factors to be considered
when hiring workers. You can hire full-time, part-time, or tem-
porary workers depending on your needs and the size of your
business. No matter what type of worker you select, however,
remember that you should only hire employees if the amount
of business you do justifies the need for more help.

Hiring an employee is an economic decision. As an employer,
you’ll be responsible for paying the employee’s salary and
benefits, as well as workers’ compensation insurance, and
half of the employee’s social security taxes. Because of all this
extra expense, any employee you hire must produce extra in-
come for your business. This income can be earned in two ways:
through higher production or greater sales.

To make hiring worthwhile, an employee should generate an
increase in business earnings at a rate three times the employee’s
salary. For example, if you hire an assistant at a salary of
$15,000 per year, your gross sales should increase by $45,000
(3 x $15,000). A very good employee can increase your earn-
ings by an even greater amount.

Before hiring an employee, you must obtain a federal em-
ployer identification number. In most states and provinces,
you must also register with the employment department.
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Job Descriptions and Personnel Policy

Before you hire an employee for a position, you should pre-
pare a job description and a personnel policy. A job description
is a written plan of an employee’s duties, responsibilities, and
authority. Include in the description anything that applies spe-
cifically to the job’s requirements and conditions. When you
approach employment agencies or place ads in the paper,
you’ll be able to describe exactly what kind of person you’re
looking for based on the duties and responsibilities in the job
description.

Writing a job description is sometimes a bit tricky for a first-
time business owner. To get yourself started, divide a sheet of
paper into four columns with the following headings:

1. What the employee has to know to handle the job

2. What duties the employee must perform from the outset

3. What extra duties you want the employee to perform
once he or she is accustomed to the job

4. What you expect the employee to learn from performing
the job

A personnel policy is a contract between you and your employ-
ees which outlines standards of conduct and procedures for
your business. When an employee is hired, you and the new
employee will sign the contract, indicating that you’ve re-
viewed it and agreed to it.

Some items you should include in your personnel policy are
the following:

• How employees are expected to report to work (punch-
ing a time clock, signing in)

• Pay periods and paydays

• What employees should do if they’re unable to come to
work

• What benefits the employees will receive (medical/den-
tal insurance, vacation days, sick leave, paid holidays)

• Employee restrictions (restrictions on the use of drugs,
alcohol, and tobacco; locations where food and drink can
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be consumed; use of telephone for personal calls; office
dress codes)

• Whether weekend work and overtime are required

• In-house training programs and other educational op-
portunities (including payment of tuition or scholarships
for outside seminars, correspondence courses, or college
or university courses)

• Schedule of employee evaluations

• Procedure for reporting a job-related injury or illness

• Termination procedures

Your personnel policy should also include incentives to get
your employees to work harder. Such incentives include

• Sales commissions

• Promotions based on merit

• Regular raises based on performance

• Employee discounts on products sold in-house

Your state or provincial labor department can provide you
with excellent material on the rights of both employers and
employees. Use this information to help develop your per-
sonnel policy.

Employment Applications
Once you’ve developed written job descriptions and a per-
sonnel policy, you’re ready to begin the search for employ-
ees. Some possible sources for employees are

• State or province employment agency (services are free)

• Private employment agencies (fees are charged to either
applicant or employer)

• Help wanted ads placed in local newspapers

• Job applicant pools at local schools and colleges

Any persons who wish to work for you will first submit a
written job application to you. A job application is a printed
form that asks for a variety of important personal and profes-
sional information about the prospective employee. You can
purchase a preprinted job application form from an office
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supply store, or you can design your own application.
However, in designing your own application, you should
use a preprinted form as a guide. A sample job application is
provided for you in Figure 27.

One of the best ways to evaluate the skill level of a job applicant
is to check his or her PRP (Professional Registration Program)
level. The PRP is a program started by ALOA (Associated Lock-
smiths of America) about 10 years ago. Its primary goals were to
show the public the skill level of the locksmith they were hiring,
to show the locksmith where he or she needed to study more,
and to prepare for licensing of locksmiths.

The levels are CRL (Certified Registered Locksmith), CPL
(Certified Professional Locksmith, and CML (Certified Mas-
ter Locksmith). Each level requires taking and passing an
exam with 9–12 sections. Each section must be passed to
achieve a specific level.

The original program resulted in permanent ratings. The pro-
gram has been revised to require annual educational activity
on the locksmith’s part to maintain each level.

Many customers now require at least a CRL to do their lock
work.

Job Interviews
Once you’ve reviewed the job applications submitted by pro-
spective employees, you’ll need to decide who you want to
talk to in person. This is called the job interview. When you
conduct a job interview, your intention is to get as much in-
formation as you can about the applicant, in his or her own
words. Before the interview, make a list of questions you
want to ask of the applicants. The list will help you keep on
track during the interview and also prevent you from forget-
ting important questions.

Ask specific questions: What did you do on your last job?
What was your reason for leaving? What type of experience
do you have? Then evaluate the applicant’s answers to
determine if he or she really has the skills and experience
claimed on the application. Look for sincerity, honesty, and
integrity in the applicant’s answers.
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Keep your questions focused on the applicant’s work experi-
ence, education, and qualifications for the job. It’s illegal to
ask any questions about an applicant’s age, religion, national
origin or race, marital status, and other personal matters. This
is considered to be discrimination, and a job applicant could
sue you if you even appear to be discriminating against them
for any reason.

Dismissing Employees
If you hire someone who doesn’t perform as you expected,
you may have to dismiss that employee. Firing an employee
isn’t always a simple matter; most jurisdictions have laws
that protect employees from unfair dismissal. You should
fully inform yourself on the federal and local labor laws that
apply to your business. This way, if you must dismiss an em-
ployee, you’ll know what the law requires and what proce-
dures you must follow. The consequences of not following
the established procedures can be heavy: the employee can
sue for lost earnings, reinstatement, and punitive damages.

Even if the laws in your jurisdiction don’t require it, always
document each employee’s work history in writing. This in-
formation is needed to protect yourself in case you have to
dismiss an employee. Document tardiness, absenteeism
without advance notification, poor job performance, and
insubordination.

Annual performance reviews should also be performed for
each employee. A performance review is a meeting between
you and the employee where the employee’s job performance
is discussed. Problem areas in need of improvement should be
brought up at these meetings, and exceptionally good perform-
ance should also be noted. The review document should be
signed by both the employer and the employee. Such documen-
tation will help back you up if an employee challenges your
decision to dismiss him or her, and files a grievance with the
labor board.
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Subcontractors

A subcontractor is an individual or a business contracted to
complete all or part of another person’s contract. A lock-
smithing business may use subcontractors to answer tele-
phones and schedule work assignments, type, keep accounting
records, operate a computer, or clean the shop. In addition, a
locksmith may hire another locksmith to perform specialized
services (such as safe opening, auto work, and so on).

Before a subcontractor performs any services, he or she
should sign an agreement with you. A subcontractor agree-
ment should specify, in precise terms, every aspect of the
relationship between you and the subcontractor. Seek the
assistance and advice of an attorney in the preparation of a
subcontractor agreement. Once a subcontractor has signed an
agreement with you, give him or her a copy of the agreement
and keep the original in your permanent file.

A subcontractor is responsible for paying his or her own income
tax and Social Security tax. Subcontractors’ agreements must
clearly indicate that subcontractors will handle all of their own
tax responsibilities and carry proper and adequate insurance.
Subcontractors who don’t actually represent your company to
the public, however, may not be required to carry liability insur-
ance. (Check with your insurance broker or attorney about your
insurance obligations relating to specific types of subcontrac-
tors.) Thus, you can see that hiring subcontractors simplifies
accounting record keeping for you, and involves less responsi-
bility and liability than for full-time employees.

Apprenticeship Programs

Since most fully qualified professional locksmiths wish to
open and run their own businesses, it’s sometimes difficult to
find good assistants for your shop. For this reason, many lock-
smiths provide apprenticeship programs to interested employ-
ees. Under an apprenticeship program, an employee can serve
as an apprentice to a professional locksmith until he or she has
the skills needed to be qualified as a professional. (While no
formal apprenticeship requirements are generally necessary,
you may wish to speak with and meet other professional
locksmiths to determine what type of arrangements are typi-
cal in your area.) Providing apprenticeships is an excellent
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way to obtain skilled workers without the expense of paying
subcontractors.

BUSINESS RECORDS

The Importance of Good Records
Good record-keeping is a must for every successful business.
Without them, you don’t know where you’ve been or where
you’re going. If something hasn’t worked in the past, it’s not
likely to work in the future. Complete and accurate records
can keep you from making the same mistake twice.

A locksmithing business usually maintains the following
records (at the minimum):

• Personnel records

• Client records

• Financial Records

An accountant can
help you set up a
record-keeping sys-
tem (Figure 28).
After the system is
established, your
accountant may
keep all records, or
you may decide to
maintain all the
books until you
turn them over to
your accountant at
tax time. Whatever
you decide, in or-
der to satisfy IRS
requirements, you

must keep accurate, consistent, and permanent records of all
income, expenses, and allowable deductions for the business.

Now, let’s take a look at each one of these types of records.

Starting a Small Business 59

FIGURE 28—An efficient
record-keeping system
will allow you to find
any needed
information quickly
and easily.



Personnel Records

As a business owner, you should keep a separate file for each
employee and subcontractor. Keep all personnel files in a se-
cure place—in a locked cabinet with a key or combination, or in
a separate computer file with special access. Never allow any
employee to see another employee’s personnel record, and
don’t give out any information in an employee’s personnel
file to anyone, inside or outside the company, without the
express written consent of the employee.

Each personnel record should contain the following information:

• Personal information (name, address, telephone number,
Social Security number, emergency number)

• Pre-employment papers (application, resume, references)

• Job information (title, job description, wage rate or sal-
ary, and benefits)

• Payroll information (for example, hours worked each
pay period; leave accumulated and used per pay period;
reimbursable expenses paid; total gross earnings per pay
period less total deductions; date, check number, and net
amount of each payroll check)

• Performance (evaluations, merit raises, promotions,
awards, and so on)

• Education (record of all education and training completed
during employment)

• Leave without pay

• Termination (date, type, reason, rehire status, copies of
company’s reference letters to future employers)

You should also maintain a separate file for each subcontrac-
tor who performs services for you. Each file should contain
the following three documents:

1. The original agreement signed by you and the
subcontractor

2. Personal information sheet (the subcontractor’s name
and/or business name, address, and telephone number;
names of all persons employed by the business; home
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telephone number of the person responsible for the opera-
tion of a subcontractor company; employer identification
number or Social Security number, as applicable; types and
numbers of licenses, if applicable; and any other desired in-
formation, such as previous experience, number of years
in the business, and names and addresses of references)

3. Assignment sheet that lists, by column, the location of
each assignment, dates started and completed, amount
and date of payment, and any other information you re-
quire. (You may also wish to note any exceptional events,
such as injuries or damages that occurred during a job,
customers’ comments, or your own notes.)

In each file you may also choose to include a copy of any cor-
respondence sent to or received from the subcontractor, and
any other information or document relative to the individual
or company.

Financial Records
The following financial records should be maintained by
every business.

Checkbook. All funds that pass in and out of your business
should go through a separate checking account set up for the
business.

General journal. All receipts of incoming funds and all funds
paid out should be entered daily in a cash journal. Separate
journals, one for receipts and one for disbursements, may be
used if desired.

Balance sheet. A balance sheet is a formal statement of the
financial condition of a business. It shows an itemized list of
the total assets, liabilities, and owner’s equity at a given date.
(The owner’s equity is equal to the total business assets mi-
nus total liabilities.) Potential lenders and investors are par-
ticularly interested in a company’s balance sheets. Figure 29
shows a sample balance sheet for a fictitious locksmithing
company.

Records of fixed assets and depreciation. Any asset that’s
depreciated should be included in this record. Examples are
vehicles, office equipment, and any special equipment you
use for inspections.
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Payroll records. These records must include the amount and
the date of all wages or salaries paid to employees, which are
subject to withholding taxes.

Corporation records. Additional records are required for cor-
porations, including the salaries and benefits paid to its offi-
cers and dividends paid to stockholders.

Profit and loss statements (actual and projected). Your busi-
ness tax is based on the bottom line (profit or loss) of the
actual profit and loss statement. Projected statements are also
necessary and should be prepared at least quarterly to help
you make sound estimates of quarterly taxes and help you
plan steps for minimizing your total taxes.
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DAVE’S LOCKSMITHING
Balance Sheet

December 31, 19XX

ASSETS

Cash $ 23,450.00

Prepaid insurance 675.60

Equipment assets:

Office equipment $25,010.00

Less accumulated depreciation 4,733.50 20,276.50

Field equipment 18,254.00

Less accumulated depreciation 7,323.50 10,930.50

Total assets $ 55,332.60

LIABILITIES

Accounts payable $ 17,969.45

Notes payable 6,347.75

Subcontractor fees payable 450.00

Employees’ withholding tax payable 615.48

FICA tax payable 317.80

Insurance payable 450.60

Accrued bank credit card expense 75.20

Total liabilities $26,226.28

OWNER’S EQUITY

Dave’s Locksmithing, capital:

Capital, January 1, 19XX $21,349.57

Net income for year $36,056.75

Less cash withdrawals 28,300.00 7,756.75

Capital, December 31, 19XX $29,106.32

Total liabilities and owner’s equity $55,332.60

FIGURE 29—Balance
Sheet for Dave’s
Locksmithing Shop



Authorization Records
One of the most important records for a locksmith to keep is
the opening authorization form. It’s imperative that lock-
smiths get an authorization filled out and signed whenever
opening a car, home, safe, or anything that’s locked, espe-
cially when the customer isn’t known to the locksmith.

There are various authorization forms available to the industry
or you can make your own or incorporate the authorization into
your invoice forms. A sample form is shown in Figure 30.
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AUTHORIZATION FORM

Date: __________

Last Name: __________________________First Name: __________________

Address: __________________________________________________________

__________________________________________________________________

Home Phone: _______________________Work Phone: ________________

Photo ID#: ___________________________Issued by: ___________________

I hereby certify that the information on this form is correct,
that I have the authority to open the locked property de-
scribed, and that I shall indemnify and hold harmless the
locksmith providing me with lockout services.

Signature: _____________________________________________

Make _______________Model ____________

Owner: _________________ Year ________________ Color ____________

_________________________ License/Tag No.______________ State: ___

Address: __________________________

Owner:_______________________ Address __________________________

______________________________ Address:: _________________________

COMMENTS: __________________________________________________

__________________________________________________________________

__________________________________________________________________
FIGURE 30—Locksmiths
must keep careful rec-
ords of all authorization
forms.

VEHICLES

DWELLINGS



If you’re opening a safe for an estate, have all the executors
sign as well as the attorney who’s handling the estate.

Don’t just rely on the signed form. Assure yourself that the
customer has legal access to the car, home, safe, etc. This can
be done for a car opening by checking the registration and a
picture operator’s license.

Computers in Record Keeping

A personal computer can be a tremendous asset to record
keeping. Many easy-to-use commercial software programs
are now available at local stores that can simplify all types of
financial and business record keeping. However, a computer
won’t be cost-effective unless you or one of your employees
knows how to use it. If you have a one-person operation,
instead of buying your own computer, you may find it less
expensive to turn over your records to an accountant or
bookkeeper for processing. On the other hand, if you employ
a clerk or office assistant, you can save money on accounting
fees if one of those employees can use a computer in-house. For
many businesses, computers can directly result in increased
profits. Your time can be better spent doing locksmithing
work than in sitting at your desk with a pile of papers and a
calculator in front of you.

Before you purchase a computer system for your business,
seek the advice of a professional computer consultant. He or
she can help you choose the best system for your reporting
and accounting needs. In addition, consider the future capa-
bility of a computer when making your choice. You don’t
want to spend thousands of dollars on a system that will be
obsolete in several years.

Finally, before purchasing a computer system for your com-
pany, check around with owners of other service businesses
and interview as many computer sales representatives as
possible. Keep abreast of current and projected developments
in the computer field through articles in computer maga-
zines. All of these efforts will contribute to your making the
best choice of a computer system for your business.
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Locking It Up! 4

Write a brief definition for each of the following terms.

1. Job description

_______________________________________________________________________

2. Personnel policy

_______________________________________________________________________

3. Performance review

_______________________________________________________________________

4. Employment application

_______________________________________________________________________

5. Job interview

_______________________________________________________________________

6. Subcontractor

_______________________________________________________________________

Check your answers with those on page 71.



THE KEY TO SUCCESS

The decision of whether or not to open your own business
may still be down the road for you, but this study unit has
shown you some of the considerations involved in starting a
business. Remember that while owning a business is chal-
lenging, it’s also very rewarding!

You’ve learned that the first and most important step in start-
ing a business is to develop a business plan. That way, you’ll
be able to organize your thoughts and examine your goals.
You’ll also have a professional-looking document that you
can show to loan officers when you begin searching for business
financing.

We discussed the importance of choosing the proper location
for your business and how to establish your business identity
in your community. You learned what equipment is essential
to opening a business. We covered some of the issues in-
volved in hiring employees. Finally, you learned about the
importance of keeping good records for your business.

KEY POINTS TO REMEMBER

Two important elements to running a successful business are
expertise and experience. In addition to this course, you
could gain training through working with a veteran lock-
smith, taking a course at a local college, or attending subject-
related seminars. To help you with the business aspect, the
Small Business Administration (SBA) offers courses, publica-
tions, and advice through the Service Corporation of Retired
Executives (SCORE).

A successful business is the result of a thorough business
plan. This plan includes short- and long-term goals, a defini-
tion of the purpose of your business, operating and manage-
ment plans, income and expense estimates, and how you
intend to structure your business.

The three major business structures are

1. Sole proprietorship, which is a business owned and
operated by one person
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2. Partnership, in which two or more people combine their
resources to run the business

3. Corporation, which is a more complicated business
structure. A corporation makes contracts, pays taxes,
and sells stock to the public.

To establish your business you need money. Start-up capital
is the money needed to launch your business and working
capital is the money used to keep your business running.

Capital can be acquired through loans. The many sources of
loans are

• Banks and credit unions

• Personal savings

• Assets

• Friends and relatives

• Private investors

• Partners

• Corporations

• The Small Business Administration

Atop the list of priorities for starting your career as a lock-
smith is finding the best location for your business. A good
location should offer ample parking, visibility, neighboring
businesses to attract customers, and heavy traffic flow. Also,
be wary of locating too close to your competition.

Just as important as choosing a good location is to the success
of your business, so is choosing a name for your business.
Your customers need to be able to identify your business. A
keen logo will also help your business’s identity.

Once your business is established and is prospering, you may
find it necessary to hire employees. Before you do, develop a
personnel policy to include your employee’s benefits, salary,
procedures, restrictions, etc., and write a job description to in-
clude your employee’s responsibilities and duties.
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Accurate and thorough business records will keep your
business running smoothly. You’ll need to maintain financial,
client, and personnel records.
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Do You Know Now . . .

Below are the answers to the questions asked at the beginning of this study
unit.

What government agency can help you in starting a small business?

The Small Business Administration (SBA) can help anyone interested in starting a
small business. The SBA provides information, seminars, and other business services
for a nominal charge, and can also provide loans for qualified applicants.

What is a business plan?

A business plan is a written document that describes all areas of your small busi-
ness. In your business plan, you’ll identify what you’re selling, where you’re selling,
and who you’re selling to. A good business plan is a blueprint for success. It shows
where you intend to go with your business and how much money it will take to get
you off to a successful start.

What are start-up capital and working capital?

Start-up capital is the money that gets your business’s doors open, including the
money for major equipment (key machines, delivery vans, computers, phone sys-
tems, and so on) and supplies. Start-up capital is also used to pay insurance premi-
ums, license fees, and any business-related legal fees you have at the start. The
money needed to operate your business every day is called working capital (or
overhead). This includes money for monthly rent, utilities, employees, and so on.
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1

1. False

2. False

3. True

4. False

5. True

6. False

7. True

8. True

2

1. contingency fund

2. bank or credit union

3. Small Business Administration

4. seller’s permit

5. Liability insurance

6. working capital

7. financial statement

8. Banker

3

1. False

2. False

3. False

4. True

5. False

6. False

7. False

4

1. A job description is a written plan
of an employee’s duties, responsi-
bilities, and authority.

2. Your personnel policy is a contract
between you and your employees
that outlines standards of conduct
and business procedures.

3. A performance review is a meeting
between you and your employee
to discuss the employee’s job
performance.

4. An employment application is a
printed form that asks a prospec-
tive employee for personal and
professional information.

5. A job interview is a personal inter-
view with a job applicant.

6. A subcontractor is an individual or
a business contracted to complete
all or part of another person’s
contract.
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Starting a Small Business

When you feel confident that you have mastered the material in this study unit, com-
plete the following examination. Then submit only your answers to the school for
grading, using one of the examination answer options described in your “Test Materials”
envelope. Send your answers for this examination as soon as you complete it. Do not
wait until another examination is ready.

Questions 1–20: Select the one best answer to each question.

1. The breakeven point is the point at which

A. variable expenses become fixed expenses.
B. your start-up loan is completely paid back.
C. your working capital equals your start-up capital.
D. business income equals business expenses.

2. Which government agency offers information, advice, and seminars to new business
owners?

A. Small Business Administration C. Small Business Institute
B. Small Business Development Center D. Internal Revenue Service

Examination 73

EXAMINATION NUMBER:

03101300

Whichever method you use in submitting your exam
answers to the school, you must use the number above.

For the quickest test results, go to
http://www.takeexamsonline.com
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3. A formal written business plan should start with a statement of

A. your profit intentions. C. the mission of your business.
B. your financial needs. D. your personnel policy.

4. What is the first step in starting a business?

A. Finding a location C. Hiring employees
B. Writing a formal business plan D. Purchasing business insurance

5. The purpose of a personnel policy is to

A. inform employees of rules, regulations, and expected job performance.
B. improve accounting procedures.
C. keep salary costs down.
D. let the public know what you expect from your staff.

6. Which business structure has only one owner who is responsible for the business and
all its debts?

A. Capitalism C. Corporation
B. Sole proprietorship D. Partnership

7. Which of the following statements about a business telephone system is true?

A. Most callers don’t mind being put on hold for several minutes if they really want your
services.

B. A business telephone system should have enough incoming lines so that callers
rarely encounter a busy signal.

C. The manner in which your employees answer the phone has no bearing on your
business.

D. A single telephone line is usually sufficient for a large locksmithing shop.

8. Working capital is money that is used for

A. day-to-day operating expenses.
B. covering the business owner’s personal expenses.
C. the first month’s rent or lease on a business site.
D. business expansion.

9. A business logo is

A. a special type of business card designed for locksmiths.
B. used only to identify large corporations.
C. an advertisement in the local Yellow Pages.
D. a symbol or picture that represents your business.
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10. What is a performance review?

A. A policy that states the minimum standards each employee must meet
B. A notice that says the employee is about to be dismissed
C. An outline of the duties and responsibilities of each employee
D. A meeting between employer and employee to discuss the employee’s job

performance

11. A written statement describing the duties and responibilities of an employee is called a

A. job application. C. job description.
B. personnel policy. D. resume.

12. The Small Business Administration will consider you for a business loan if

A. you’ve been turned down by one or two commercial lenders.
B. a bank or other lending institution guarantees the loan.
C. you have no other sources of capital.
D. your collateral is insufficient for a bank loan.

13. What is your return on investment?

A. An estimate of how much cash you have available during a particular period.
B. The amount of profit you make from your initial investment.
C. The amount of money you take in during your first month in business.
D. The total of your fixed expenses and variable expenses.

14. Unfortunately, many small businesses fail within the first

A. year. C. two years.
B. five years. D. three years.

15. What is the greatest disadvantage of a shopping mall location?

A. Not enough customers C. Not enough parking
B. Store spaces too small D. High cost of overhead

16. An employee’s address, telephone number, Social Security number, and original job ap-
plication will be kept in your

A. client records. C. balance sheet.
B. personnel records. D. profit and loss statement.

17. Your company’s logo should

A. be as large as possible.
B. include at least six colors.
C. be designed even before you write a business plan.
D. be eye-catching and memorable.
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18. Your company’s name should always reflect

A. what your business does. C. your customer’s needs.
B. how much money you earn. D. your own name.

19. If you hire an employee at a salary of $18,000 per year, how much should your gross
sales increase?

A. $18,000 C. $54,000
B. $36,000 D. $25,000

20. Which of the following professionals would be best to consult about your taxes?

A. Insurance agent C. Accountant
B. Attorney D. Banker
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COMING ATTRACTIONS

You may have noticed that there are a number of important
business issues that we didn’t discuss, such as advertising,
setting prices for your services, locksmithing laws, finding a
job, and buying tools and supplies. The good news is that all
of these topics are covered in detail in the next study unit! By
the time you finish that study unit, you’ll have all the knowl-
edge you need to start working as a professional locksmith.
You’ve almost reached your goal, so keep up the good work!
Good luck with your continuing studies!

Starting a Small Business 77




