The Poker Tournament Business Model

Idea In Short

A poker tournament buy-in looks like a simple entry fee, but it is really a small business
model compressed into one transaction. Every dollar splits into a prize-pool share and a
house fee that funds staffing, software and marketing, and that split, typically around 7% on
the largest events today versus 2.5% in the 1980s, determines whether an organizer profits
even when a guarantee goes unmet. Satellites extend access to recreational players, staking
lets professionals finance entries they could not otherwise afford, and a 2025 tax law
change now taxes gambling profit that, on paper, never existed. Anyone evaluating a
recurring entry-fee business, a guarantee-backed promotion, or a tax policy change that
treats gross and net figures differently will recognize the same mechanics at work here, just
denominated in poker chips instead of invoices.

In July 2026, 9,208 players paid $10,000 each to enter the World Series of Poker Main
Event, a total of $92,080,000. The prize pool was $85,634,400. The difference, about $6.4
million or 7% of every entry, was the house share of a single event, and Lucas Jumalon, a
22-year-old from Spokane, took $10,000,000 of the prize money home in August. That
single event illustrates a business model built almost entirely on a fixed percentage of a
large, voluntary field, one that depends on enough players continuing to show up every
summer for the margin to hold.

The Split of Each Buy-In

Every tournament buy-in has 2 parts, a share that funds the prize pool and a fee kept by the
organizer. A $110 event listed as $100+$10 sends $100 to the pool and $10 to the house for
staffing, registration software and marketing. Smaller events charge a higher percentage,
and an $85+$15 structure on a $100 tournament is common at local cardrooms.

The percentage on the largest events was lower in the 1980s, when World Series events
were priced along the lines of $1,000+%$25, a fee of 2.5%, against roughly 7% withheld from

Think Insights - thinkinsights.net -1-



the 2026 Main Event. That shift toward a higher percentage on the biggest events reflects a
cost base that has grown well beyond simple staffing, now covering registration technology,
marketing, and the broadcast infrastructure that did not exist in any comparable form four
decades ago.

Allocation of Retained Fees

Across the full 2025 series, players paid $528 million in buy-ins. About $481 million came
back to them as prizes and $47 million was retained. Of the retained amount, $32.8 million
stayed with the organizer and about $14 million was distributed to staff and dealers.

The 2025 series ran 100 live bracelet events with 246,960 total entries and hired about
1,700 dealers for the summer. Every table needs a dealer for every level of every event, so
the cost of labor rises with each additional entry. That labor cost structure means the
retained fee is not pure profit, a meaningful share of it is committed to staffing before the
organizer ever sees a net margin, which is part of why the fee percentage on major events
has not simply trended toward zero despite decades of competitive pressure.

Field Size and the Main Event Format

Revenue depends on field size, since the fee is a fixed percentage of each entry. The Main
Event had 6 entrants at $5,000 each in 1971. It set its attendance record in 2024 with 10,112
entries, after 10,043 in 2023, then drew 9,735 in 2025 and 9,208 in 2026.

The format has stayed constant through that growth. The first championship in 1970 was
played as no-limit hold'em by 7 invited players, and the modern Main Event is still a no-limit
texas hold'em poker championship open to anyone who pays the $10,000. The
tournament's basic structure growing from 7 invited players to over 9,000 paying entrants
without changing its format at all is itself a case study in how a fixed-percentage fee model
scales, since the organizer's revenue formula barely changed while the field it applies to
grew by three orders of magnitude.1

Satellite Qualifiers

Satellites turn a $10,000 entry into something a recreational player can afford. A satellite is a
smaller tournament whose prize is a seat in a larger one. In a $1,000 single-table satellite
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with 10 players, the winner receives one $10,000 Main Event seat. A 50-player satellite at
the same price awards 5 seats, and the fifth-place finisher wins exactly the same prize as
the player who finishes first.

Cheaper versions at $100 run in the days before a large event, with one seat for every 10
players who enter. Each seat won that way is a full entry in the main field, and the fee on it is
paid in the same way as the fee on a seat bought outright.

Guarantees and Overlay Risk

A guarantee is a promise of a minimum prize pool. If entries fall short, the organizer pays the
difference from its own funds, and the shortfall is called an overlay. The December 2024
WSOP Paradise Super Main Event in the Bahamas, a $25,000 tournament, had a $50 million
guarantee and drew 1,978 entries, 22 short of the 2,000 it needed, which left an overlay of
about $550,000. The next edition raised the guarantee to $60 million and had no overlay at
all.

Organizers accept that risk because a large guaranteed number is advertising. The
organizer pays only when turnout falls short, and operators often treat the payment as a
marketing cost.

Broadcast Rights Revenue

In April 2021 the World Series left ESPN for CBS Sports Network in a multiyear rights
agreement that began with 15 hours of Main Event coverage and 36 hours from 18 other
bracelet events, produced with a subscription video partner. That agreement followed years
of ESPN coverage that had already shaped how the public understood the game, and it
extended a broadcast relationship between the tournament and television that has run
almost continuously since the early 2000s.2

ESPN's 2003 broadcasts used hole-card cameras that let viewers see each player's cards,

and the champion that year was Chris Moneymaker, an amateur accountant who had turned
an $86 satellite entry into $2.5 million. Fields grew sharply in the years after that broadcast.

Value to the Host Venue
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The casino that hosts the series earns money away from the tournament floor. In July 2024
the host operator told investors that the series had been its best ever from a financial
perspective. The same company put the series' contribution at between $20 million and $25
million in earnings for the year. The event fills hotel rooms in late June and July, when
desert temperatures near 120 degrees keep ordinary visitation low, and the players who
arrive spend on rooms, restaurants, table games and slot machines between sessions.
Those weeks fall in a period the operator described as traditionally slow for Las Vegas
properties, a seasonal pattern consistent with the broader commercial casino industry's
reliance on non-gaming spending to smooth out demand across the calendar year.3

Player Staking and Markup

Professional players often finance their entries through backers. A backer pays a share of
the buy-in and collects the same share of any prize. Players with a record of winning sell
those shares at a markup, usually between 1.1 and 1.5 times face value, so a backer buying
10% of a $10,000 entry at a 1.2 markup pays $1,200 for a $1,000 stake.

The markup is the player's fee for an expected edge, and selling shares also lowers the
player's risk on expensive events. Longer deals often include makeup, which is a running
balance of past losses the player has to win back before any profit is split with the backer.

Tax Treatment After 2025

The One Big Beautiful Bill Act, signed on July 4, 2025, capped the deduction for gambling
losses at 90% for tax years beginning after December 31, 2025. Professional players are
covered by the same limit, and their business expenses now count inside the capped
amount.

A player who wins $100,000 and loses $100,000 in a year can deduct only $90,000 of those
losses, which leaves $10,000 of taxable income in a year that broke even. For a tournament
professional, gross winnings and gross losses are both large numbers, so the taxable 10%
can exceed the year's actual profit. The Joint Committee on Taxation estimated the change
would raise about $1.1 billion, a figure consistent with independent tax-policy analysis
projecting a similar scale of new federal revenue from the same provision.4

The Tax Foundation applied the rule to Daniel Negreanu's 2025 World Series results. He
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cashed for $1,478,240 against $1,297,143 in buy-ins, a net gain of $181,097. At a 37% rate,
his tax on that gain was $67,006 under the old rule and about $115,000 under the new one,
which cuts his take-home amount from $114,091 to $66,097.5

Attendance Under the New Deduction Rule

The 2026 Main Event drew 527 fewer entries than the year before and 904 fewer than the
2024 record, in the first year the 90% cap applied. The organizer kept $32.8 million from
the 2025 series after paying staff and dealers, and any further drop in entries comes out of
that margin. The timing of that decline, landing in the same year the new deduction cap took
effect, is difficult to separate from the tax change itself, since professional players, who
account for a disproportionate share of repeat entries, are exactly the group most exposed
to a rule that taxes gross wins and losses rather than net results. If the cap keeps
professionals at home, how many more entries can the Main Event lose before 7% of the
field no longer covers 1,700 dealers and a year of guarantees?
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5The One Big Beautiful Bill Act creates unequal tax treatment for gambling losses

Summary

Every piece of this model, the buy-in split, the satellite ladder, the guarantee, the broadcast
deal, the staking market, now operates under a tax rule that taxes gross activity rather than
net results. The 2026 Main Event drew hundreds fewer entries than the year before, in the
same year the 90% deduction cap took effect, and the organizer's margin depends on a fee
that only exists if enough players keep showing up. None of the individual pieces changed,
the buy-in split is the same, the satellites still run, the guarantee structure is unchanged, but
the tax treatment of the outcome shifted sharply enough to change the incentive to play at
all. A business built on a thin, fixed-percentage margin and a large, voluntary field is only as
stable as the incentive for that field to keep arriving, and that incentive just got measurably
weaker.
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