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INTRODUCTION: THE LONE STAR
OPPORTUNITY

Texas  has  l ong  been  a  l and  o f
opportunity,  with  its  robust  economy,
business-friendly tax environment, and a
spirit  of independence that encourages
entrepreneurship. If  you are wondering
how  to  start  a  small  business  in
Texas, you are asking the right question

at the right time. The state consistently
ranks among the best in the nation for
business  formation,  thanks  to  a
combination  of  low  operating  costs,  a
diverse and growing population,  and a
regulatory climate that favors enterprise.
Whether  you  dream  of  opening  a
boutique  in  Austin,  launching  a  tech
startup in Dallas, or running a food truck
in  Houston,  the  pathway  to  launching
your venture in Texas is clearer than in
many other states. This guide will walk
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you through every essential step, from
conceptualizing  your  business  idea  to
filing  the  necessary  paperwork  and
planning your grand opening. The goal is
to help you navigate the process with
confidence, so you can focus on building
something that lasts.

STEP 1: REFINE YOUR BUSINESS
IDEA AND CONDUCT MARKET
RESEARCH

Before  you  file  a  single  document,  you
need to know exactly what problem your
business solves and who will pay for the
solut ion.  How  to  start  a  small
business  in  Texas  begins  not  with
paperwork,  but  with  a  solid,  market-
tested idea.

Identify Your
Niche and Target
Audience
Ask  yourself  specific  questions:  What
skills  or  passions  do  I  have  that  can
generate income? Is there a gap in the
local  market  I  can  fill?  Who  is  my  ideal
customer, and where do they live, work,
and shop? In a state as large and diverse
as  Texas,  a  one-size-fits-all  approach
rarely works. A business that thrives in
San  Antonio  may  not  resonate  in
Lubbock. Conduct local market research
by  studying  demographic  data,
competitor  offerings,  and  consumer
behavior  in  your  chosen  city  or  region.
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Validate Your
Concept
Talk to potential customers. Use online
surveys,  social  media  polls,  or  even
casual conversations at local networking
events.  Look  at  search  volume  for
keywords  related  to  your  offering.  If
people are actively searching for  what
you  plan  to  sel l ,  that  is  a  strong
validation signal. You can also test your
product  or  service  on  a  small  scale
before committing to a full launch.

STEP 2: WRITE A SOLID
BUSINESS PLAN

A business plan is your roadmap. While it
does not need to be a 50-page novel, it

should outline your vision, strategy, and
financial  projections.  This  document  is
also essential if you plan to seek funding
from  banks,  investors,  or  grant
programs.

Key Components
of a Texas
Business Plan

Executive Summary: A concise
overview of your business,
mission, and goals.
Company Description: What you
offer and what makes you unique.
Market Analysis: Industry trends,
target market size, and
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competitive landscape.
Organization and
Management: Your business
structure and leadership team.
Products or Services: Detailed
description of what you are selling.
Marketing and Sales Strategy:
How you will attract and retain
customers.
Financial Projections: Revenue
forecasts, break-even analysis,
and funding needs.

Even  if  you  never  show  your  plan  to
anyone, the process of writing it forces
you to think through critical aspects of
how  to  start  a  small  business  in
Texas  that  you  might  otherwise
overlook.

STEP 3: CHOOSE A LEGAL
STRUCTURE FOR YOUR BUSINESS

The  legal  structure  you  choose  affects
your  personal  liability,  tax  obligations,
and the amount of paperwork you must
handle.  In  Texas,  the  most  common
structures are:

Sole
Proprietorship
This is the simplest form. You and your
business are one legal entity. It is easy
to  set  up  and  requ i res  min imal
paperwork,  but  it  offers  no  personal
liability  protection.  If  your  business  is
sued, your personal assets are at risk.
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Limited Liability
Company (LLC)
An LLC is  the most popular choice for
small  businesses  in  Texas.  It  protects
your  personal  assets  from  business
debts and lawsuits while offering flexible
tax treatment. Forming an LLC in Texas
involves  filing  a  Certificate  of  Formation
with the Secretary of State and paying a
filing fee. You will also need to appoint a
registered agent in Texas.

Corporation (S-

Corp or C-Corp)
Corporations  offer  the  strongest
protection  from  personal  liability  but
come  with  more  complex  compliance
requirements.  If  you  plan  to  seek
venture capital investment or eventually
take your company public, a corporation
may be the right choice.  However,  for
most small businesses, an LLC provides
an excellent balance of  protection and
simplicity.

Partnership
If you are starting a business with one or
more partners, a general partnership or
limited partnership may be appropriate.
Like  a  sole  proprietorship,  a  general
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partnership  offers  no  liability  protection,
so  many partners  opt  to  form an LLC
instead.

STEP 4: REGISTER YOUR
BUSINESS NAME

Your business name is a key part of your
brand. In Texas, you must ensure your
chosen  name  is  distinguishable  from
other  registered  business  names.  You
can  search  the  Texas  Secretary  of
State  business  name  database  to
check availability.

Doing Business

As (DBA)
Assumed Name
If you operate under a name other than
your  legal  name  or  your  LLC's  official
name,  you  must  file  an  Assumed  Name
Certificate,  commonly  known  as  a  DBA,
with  the  county  clerk  in  each  county
where  you  conduct  business.  For
example,  if  your  LLC is  named "Texas
Ventures LLC" but you want to operate a
coffee  shop  called  "Brew  Crew,"  you
need a DBA. DBAs are also required for
sole proprietors using a business name.

STEP 5: OBTAIN AN EIN AND
REGISTER FOR TAXES

An Employer Identification Number (EIN)
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from the  IRS  is  like  a  Social  Security
number for your business. It is required
if  you  have  employees,  operate  as  a
corporation  or  partnership,  or  want  to
open a business bank account. You can
apply for an EIN online for free.

Texas Tax
Obligations
One  of  the  biggest  advantages  of
starting a business in Texas is that there
is  no  personal  income  tax  and  no
corporate  income  tax.  However,  there
are other taxes you must address:

Texas Franchise Tax: Most
businesses in Texas must file and
pay the franchise tax, though

many small businesses qualify for
a no-tax-due threshold if their
annualized total revenue is below
a certain amount. Make sure to
check the current threshold with
the Texas Comptroller.
Sales and Use Tax: If you sell
tangible goods or certain services,
you must register for a Texas
Sales and Use Tax permit. You will
then need to collect sales tax from
your customers and remit it to the
state on a regular basis.
Employer Taxes: If you have
employees, you must register with
the Texas Workforce Commission
for unemployment insurance tax
and with the IRS for payroll taxes.
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STEP 6: SECURE REQUIRED
PERMITS AND LICENSES

Texas does not have a general business
license  at  the  state  level,  but  many
cities,  counties,  and  professional
licensing  boards  require  permits  to
operate legally. How to start a small
business  in  Texas  correctly  means
researching the specific requirements for
your industry and location.

Industry-Specific
Licenses
Certain  professions  require  state
licensing.  For  example,  barbers,
cosmetologists,  electricians,  plumbers,
real  estate  agents,  and  childcare

providers  all  need specific  licenses  from
the  appropriate  Texas  regulatory
agency .  Check  w i th  the  Texas
Department of Licensing and Regulation
(TDLR) or your specific industry board.

City and County
Permits
Check with your city and county for local
business permits. Many cities require a
basic business license, building permits
for physical  locations,  signage permits,
health  department  permits  for  food
establishments,  and  fire  department
permits  for  certain  businesses.  Zoning
laws also matter. Ensure your business
location  is  properly  zoned  for  your
intended  use.
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STEP 7: OPEN A BUSINESS BANK
ACCOUNT AND MANAGE
FINANCES

Mixing personal and business finances is
one of the most common mistakes new
business  owners  make.  It  creates
account ing  headaches  and  can
jeopardize your liability protection if you
operate an LLC or corporation.

Separate Your
Finances Early
Open  a  dedicated  business  checking
account and a business savings account.
Use  these  accounts  for  all  business
income  and  expenses.  This  practice
simplifies tax preparation and provides a

clear financial  picture of  your business's
health.

Set Up
Accounting
Software
Invest in accounting software or hire a
bookkeeper  from  the  start.  Proper
record-keeping is  essential  for  tracking
your profitability,  filing taxes accurately,
and making informed business decisions.
Familiarize  yourself  with  the  Texas
franchise tax report  requirements so
you  can  prepare  your  financial  records
accordingly.
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STEP 8: EXPLORE FUNDING
OPTIONS

Most  small  businesses  require  some
form  of  startup  capital.  Texas  offers  a
var ie ty  o f  fund ing  sources  fo r
entrepreneurs.

Self-Funding and
Bootstrapping
Using personal savings, credit cards, or
income  from  a  side  job  is  the  most
common way to fund a startup. It keeps
you in  full  control  and avoids  debt  or
equity dilution.

Small Business
Loans
The U.S. Small  Business Administration
(SBA)  offers  several  loan  programs  that
are  accessible  to  Texas  businesses.
Additionally, many local banks and credit
unions  offer  small  business  loans.  The
Texas  Small  Business  Credit  Initiative
also works to increase access to capital
for underserved entrepreneurs.

Grants and
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Competitions
While  business  grants  are  not  as
c o m m o n  a s  l o a n s ,  t h e r e  a r e
opportunities  through  the  Texas
Economic  Development  Corporation,
local  Chambers  of  Commerce,  and
bus iness  p lan  compet i t ions  a t
universities  and  nonprofit  organizations.
These  grants  often  target  specific
industries  or  demographics,  such  as
women-owned  or  veteran-owned
businesses.

STEP 9: GET BUSINESS
INSURANCE

Insurance  protects  your  business  from
unexpected events that could otherwise
wipe out your investment. The type of

insurance  you  need  depends  on  your
industry and risk level.

Common Types
of Business
Insurance in
Texas

General Liability Insurance:
Covers injuries, property damage,
and advertising claims.
Professional Liability
Insurance: Protection against
claims of negligence or mistakes in
your services.
Workers' Compensation
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Insurance: Required in Texas if
you have employees, though
Texas is unique in that it does not
mandate workers' comp for all
private employers. However,
opting out carries significant risk.
Commercial Property
Insurance: Protects your physical
assets, such as equipment and
inventory.
Business Interruption
Insurance: Covers lost income if
your business must close
temporarily due to a covered
event.

STEP 10: DEVELOP YOUR LAUNCH
STRATEGY

With all  the legal and financial  pieces in
place, it is time to focus on marketing

your  business  and  attracting  your  first
customers.  How  to  start  a  small
business in Texas successfully means
creating  a  launch  plan  that  builds
momentum  from  day  one.

Build a Simple
Website
In  today's  market,  a  website  is  non-
negot iab le .  Use  p lat forms  l ike
Squarespace,  Wix,  or  WordPress  to
create  a  profess iona l  s i te  that
communicates  your  value  proposition,
includes  contact  information,  and
collects email addresses. Optimize your
website  for  local  search  so  people  in
your area can find you easily.
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Leverage Local
Networks
Join your local  Chamber of  Commerce,
attend  small  business  networking
events,  and  connect  with  other
entrepreneurs  in  your  area.  Texas  is
known  for  its  welcoming  business
culture, and relationships often lead to
referrals and partnerships.

Create a
Marketing Plan
Determine which marketing channels will
be  most  effective  for  reaching  your
target  audience.  Social  media,  email

marketing,  local  advertising,  search
engine  optimization,  and  community
involvement  are  all  valuable  tools.
Consistency  is  more  important  than
volume.  A  steady,  authentic  presence
builds trust over time.

STEP 11: COMPLY WITH
ONGOING REQUIREMENTS

Starting  your  business  is  only  the
beginning. Running a compliant business
requires  attent ion  to  recurr ing
obligations.

Annual Reports
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and Franchise
Tax Filings

Texas LLCs and corporations must file an
annual public information report with the
Secretary of State. You will also need to
file  your  franchise  tax  report  annually
with  the


