
MYTH v. FACT: Tesla and the Texas Franchise Law 

Nothing in state law is currently preventing Texans from ordering a Tesla online and having it delivered 
from California to Texas. Nothing in state law prevents Tesla from continuing its current gallery model. All 
that state law requires is that any retail presence in the state be operated through a franchised dealer of 
Tesla’s choosing. Tesla, however, would rather dismantle the current law to treat themselves differently 
than all other automobile manufacturers. 

Ford’s Model T. Toyota’s Prius Hybrid. Nissan’s Leaf. Hydraulic brakes. Power steering. Four-wheel drive. 
These are all examples of automotive innovations that have been utilized in mass market vehicles and sold 
through franchised dealers. Many Texas dealers already carry a wide range of electric and hybrid cars, and 
should Tesla be willing to utilize the franchise model, dealers in Texas would be eager to help make their 
vehicles available to consumers across the state.  

The current franchised dealer system employs over 100,550 Texans in 284 cities, both large and small, with 
jobs in multiple areas of the business – sales, service, finance, human resources, etc. – creating job wealth 
across various industries. The total dealership economic impact is $5.3 billion. In addition to paying almost 
one billion dollars in taxes to state and local government, Texas franchised dealers collectively contribute 
an average of $49.5 million in charitable donations to local communities. 

FACT 
Tesla is currently able to sell to 
Texans over the Internet – they 
would just prefer a special set of 

rules for retail outlets in the state. 

MYTH 
Tesla cannot sell its cars to Texans. 

FACT 
The consumer automobile has 

continuously evolved while 
franchise laws have been in place; 
these laws do not hinder further 

innovation or new ideas. 

MYTH 
Franchised dealers are only 

interested in protecting 
themselves. 

FACT 
Texas franchised dealers reinvest 

their profits back into Texas – 
through paying state and local 
taxes, employing thousands of 

residents, charitable donations and 
community service. 

MYTH 
Franchise laws stunt automotive 

innovation. 



 

 
 
 
 
 

 
 
 
 
 
Dealers across the state compete for business with one another. Allowing direct sales would create a 
monopoly for Tesla with one non-negotiable price, which is the opposite of a competitive marketplace. The 
franchised dealer model ensures competition and buyers always get the best price. 

MYTH 
The current system creates a 

“middle man” which costs 
consumers. 

FACT 
Texans save an average of $500 per 

car thanks to the competition 
created by the franchise dealer 

system. Franchised dealers are an 
efficient distribution model. 

Distribution costs would remain 
EVEN IF manufacturers could sell 

directly to consumers. 


