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Key Findings

Legal sports betting in the U.S. hit an all-time high in 2023 at more than $100 billion wagered.

- States collected more than $1.8 billion in tax revenue from sports betting taxes in fiscal year 2023.

+ State statutory sports betting tax rates range from 6.75 percent in Nevada and lowa to 51 percent in
New Hampshire, New York, and Rhode Island.

+ New York generated more than $800 million in sports betting tax revenue in 2023, while South Dakota
raised less than $100,000.

+ Low-rate taxes based on net gaming revenue make an effective tax design.
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Introduction

Consumers legally wagered more than $100 billion on sporting contests in 2023, creating more than $1.8
billion in state revenue. Sports betting is now legal in 38 states and the District of Columbia, and the land-
scape is rapidly evolving.

The sports gaming industry has been transformed over the past six years. On May 18, 2018, the Supreme
Court struck down the anti-sports-betting Professional and Amateur Sports Protection Act in Murphy vs.
NCAA, granting states the ability to regulate sports betting independently. Many states quickly respond-
ed by establishing their own marketplaces. Each year since 2018 has seen an increase in the number of
states with legal sports betting markets.

Beyond the court decision, tax policy was the key to the development of legal sports betting markets. Tax
revenue was the carrot many state policymakers needed to support legalizing sports betting. Policymak-
ers could apply a targeted tax on sports wagers or net gaming revenue to help raise revenue and mitigate
problems that could come with larger betting markets.

Targeted taxes on sports wagering rely on the economic justification that gambling is addictive. There-
fore, public funds can be used to improve the well-being of those who need help breaking their addiction.
Sports betting taxes can be used to raise revenue to support those addicted players. Some state taxes—
and the expenditures they support—hew better to this justification than others.

A sports wagering tax should be simple and transparent, cost little to administer, give equal treatment to
comparable wagering activities, and produce stable revenue. Broadly summarized, sports betting taxes
should carry a low rate and apply to the broad sports wagering tax base. The federal government and
the states have designed a variety of ways to tax sports betting, some more effective than others. The
lessons learned from these early taxing strategies can help inform effective policy for future reform and
adoption of sports betting taxes in new states.
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Sports Betting

The sports betting world is loaded with technical jargon. Before we examine tax structures on sports
betting, it may be helpful to define the terms commonly associated with business operations and tax in
sports betting.

Line: The terms of a wager.

Handle: The total dollar amount wagered. The handle can be subdivided into the cash handle, represent-
ing all bets made with cash, and promotional wagers, which are combined to make the total handle.

Gross Gaming Revenue (GGR): The total dollar amount wagered minus the amount that is returned to
players (RTP) for their winning bets.

GGR = Handle - RTP

Hold Percentage or Gross Gaming Revenue Margin (GGRM): The sportsbook’s winning percentage of the
total amount gambled.

Hold = GGR / Handle

Net Gaming Revenue (NGR): The sportsbook’s gross gaming revenue, subtracting out promotional wa-
gers, free bets, and player incentives.

NGR = GGR - Promotional Wagers
Consider a line that reads

Team A-1.5(-110)

Team B + 1.5 (-110)

This line tells bettors that Team A is favored by 1.5 points. Team A would need to win by 2 or more points
for bettors placing their wager on Team A to win the bet.

The (-110) tells bettors that they need to place a wager of $110 to win $100. A winning bettor will walk
away with $210—the original $110 wagered plus the $100 win. Losing bettors get SO. The
(-110) also advertises the sports betting operator's odds advantage, 4.5 percent in this example.

Table 1 illustrates a few hypothetical wagers and presents the revenue, hold, and tax calculations. We
assume a simple scenario with $1,100 wagered on each team. Regardless of the outcome of the game—
Team A wins or Team B wins—the sportsbook collects $2,200 in wagers and returns $2,100 to winning
bettors, earning GGR of $100 or a 4.5 percent hold.
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Table 1. Gaming and Tax Revenues Can Be Affected by Tax Design
Hypothetical Wagers, Revenues, and Tax Calculations

Without Promotional Wagers With Promotional Wagers
Team A (-110) $1,100 $1,100
Team B (-110) $1,100 81,100
Cash Handle $2,200 $2,155
Promotional Handle $- $45
Total Handle $2,200 $2,200
Returned to Players (Winning Bettors) $2,100 $2,100
Gross Gaming Revenue 100 $100
Hold Percentage 4.5% 4.5%
Subtracting Promotional Wagers $- $45
Net Gaming Revenue $100 $55
Tax Collections by Tax Design
10% NGR Tax $10.00 $5.50
5.5% GGR Tax $5.50 $5.50
0.25% Handle Excise Tax $5.50 $5.50
Tax Collections as a Percentage of NGR
10% NGR Tax 10.0% 10.0%
5.5% GGR Tax 5.5% 10.0%
0.25% Handle Excise Tax 5.5% 10.0%

Source: Author’s calculations.

Tax Design

While sports betting can be complex, sports betting taxes need not be. A simple tax on net gaming reve-
nue scales with the profitability of gaming for sportsbooks. An excise tax on the cash-only handle would
be an appropriate tax base for an excise tax and could achieve similar goals to a low-rate NGR tax, but
handle taxes risk becoming overly punitive, as the taxes rapidly increase as a percentage of NGR as tax
rates or promotional wagers increase. Any tax on the handle or GGR includes taxing “phantom” wagers
from promotional bets.

Table 1 illustrates tax collections from the hypothetical wagers described above. In the case of no promo-
tional wagers, tax collections from a 10 percent NGR tax generates $10, while a 5.5 percent GGR tax and
a 0.25 percent handle tax produce $5.50. The NGR tax collections amount to 10 percent of NGR, while the
GGR and handle tax would be 5.5 percent of NGR.

Suppose that $45 of the handle actually came from promotional wagers, however. Column 2 illustrates
how the tax collections change when accounting for promotional wagers. The sportsbook collected no
money from bettors for these wagers, but paid out bettors’ winning picks. Deducting the $45 in promotion-
al wagers decreases NGR to $55 for the sportsbook.

A tax based on NGR brings in less revenue in this scenario. The 10 percent NGR tax, 5.5 percent GGR tax,
and 0.25 percent handle tax would all generate $5.50. While the NGR tax remains 10 percent of NGR, the
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GGR and handle tax now also comprise 10 percent of NGR, highlighting that taxes based on GGR or the
handle increase as a percent of GGR as promotional wagers grow.

For comparison, effective tax rates on major American industries average 19.3 percent. Transportation
and warehousing face a relatively low effective tax rate of 10.3 percent, while manufacturing faces a rel-
atively high effective tax rate of 23.8 percent.” Exorbitant tax rates set by certain states threaten to make
sports betting an outlier among American industries, facing an excessively large tax burden.

Promotional Wagers and Free Bets

Tax treatment of promotional wagers and free bets is one of the biggest issues surrounding sports wager-
ing taxes. To push tax collections higher, most states now impose sports betting taxes on operators’ GGR.
The result is an interesting case of over-taxation, in which sportsbooks effectively pay taxes on bets for
which they received no revenue.

Promotional wagers are a common tool sportsbooks use to attract new customers or attempt to gain
market share. A wide variety of sportsbook promotions exist, but we'll use an example of a simple promo-
tion for illustrative purposes.2

Suppose a sportsbook offers a deposit match of $110 in site credit for signing up for the platform. After
you sign up, and deposit $110, you can use your matching “free” $110 to make any bet you like on the site
after you place a bet with the other $110 you deposited.

You decide to place two wagers on two separate sports games, each with a line of -110. You place your
$110 cash wager on the first game and you use your promotional deposit match of $110 to wager on a
second game. You have a lucky streak and win both wagers! Your $220 in initial wagers is returned to
your account along with your $200 in winnings, bringing your total account balance up to $420. You de-
cide to cash out your winnings.

The tax question here is how to treat the SO “free deposit match” that you wagered and turned into a $200
cash payment. Standard business accounting would have the sportsbook add no money to their top-line
revenues—no money was wagered—and then account for the $200 as an expense. Net betting proceeds
should decrease by $200, along with any other measure of the sportsbook’s profitability.

If tax collections are based on NGR, then tax collections and NGR both decrease as sportsbooks offer
more promotional wagers. However, offering more aggressive promotional wagers to reduce sports bet-
ting tax liabilities is not a viable strategy, financially speaking. An operator that pursues more aggressive
promotional strategies can effectively reduce its tax liability in the short-term, but promotional wagers
have a disproportionately larger impact on bottom-line profitability than tax liability.

1  Cody Kallan and Garret Watson, “Who Gets Hit by the Inflation Reduction Act Book Minimum Tax?,” Tax Foundation, Aug. 11, 2022, https://taxfoundation.org/blog/
book-minimum-tax-analysis/.

2 Tyler Maher, “Best Sportsbook Promotions — Sports Betting Promos Explained,” Forbes, Jan. 24, 2024, https://www.forbes.com/betting/sports-betting/
best-sportsbook-promotions/.
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Nevertheless, because tax collections decrease as promotional wagers increase, this can give the percep-
tion that sportsbooks are being undertaxed because tax collections as a percentage of GGR, less deduc-
tions from free bets, will be lower than the implied state GGR tax rate.

Colorado provides a good example. Colorado established a 10 percent tax rate on net betting proceeds in
2021. In 2022, statewide sportsbook GGR was $351 million. After reducing statewide GGR by promotions,
free bets, and other permissible deductions, Colorado collected $19.7 million in tax revenue. Tax collec-
tions made up 5.6 percent of pre-deduction GGR, substantially less than the rate of 10 percent that some
policymakers expected. This is the correct outcome, but the reaction was representative of the under-
standable confusion about these taxes and how to appropriately measure profits.

Even with an accurate forecast of the handle’s size, failing to account for the effects of promotional bets
and other deductions can lead to a substantially inaccurate estimate of tax revenue. Starting January 1,
2023, Colorado limited a sportsbook operator’'s monthly untaxed free play offerings to no more than 2.5
percent of the handle. This will result in a smaller gap between GGR and NGR, but that does not imply
higher tax revenues, because tax collections are based on the amount of net revenues, not their relative
share. There will be fewer deductions, but only because there are fewer promotional bets. If a reduction in
promotional bets has no impact on the number of paid bets—if, in other words, the bets weren't the sort
of inducement the sportshooks expected—then the state’s revenue will remain constant, even though the
GGR declines. If a reduction in promotional play results in fewer paid bets as well (that is, the promotions
were working), then revenue would decline relative to the previous policy, even though the effective rate on
GGR will be higher.

Access to Sports Betting Markets

Another issue at the forefront of sports gaming tax policy is access to legal sports betting markets. Most
states have legalized some form of online sports betting. Among states that have legalized online sports
betting, some of those states limit access to their legal markets. This is done primarily by creating high
barriers to sports betting operators who wish to offer services in the state and by limiting the geographic
locations at which players are allowed to place bets.

States enjoy wide latitude in how they establish betting activities, and consequently, have created a spec-
trum of barriers to market entry for sports operators. Common barriers facing operators include expensive
licensing fees and requirements for online sportsbooks to partner with existing in-state, brick-and-mortar
operators.

While Nevada, South Dakota, and Mississippi charge licensing fees that are $5,000 or less, sportsbooks
operating in Massachusetts must pay an initial fee of $5 million with another $5 million renewal fee every
five years. Sportsbooks in Pennsylvania are required to pay a one-time fee of $10 million and a $250,000
renewal fee every five years.

The licensing fee in New Jersey is “only” $100,000. However, New Jersey requires that online sportsbook
operators partner with a licensed brick-and-mortar racetrack or casino in the state. Ohio offers online
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sportsbooks the option to partner with a professional sports organization approved by the Casino Control
Commission (e.g., the Columbus Blue Jackets, the Cleveland Cavaliers, or the Cincinnati Reds) to offer
mobile sports wagering.

Other states mandate a partnership with the state lottery commission or hand control of online sports
betting markets to the state lottery commission. In Connecticut, “master wagering licensees”"—those per-
mitted to offer online sports betting—include the Mohegan Tribe, the Mashantucket Pequot Tribe, and the
Connecticut Lottery. Online gaming operators wishing to offer services in Connecticut must partner with
one of those groups.

This differs from Montana, which monopolized all sports betting. The Montana Lottery Commission has
full operational control of online sports betting, so market-leading sportsbooks like DraftKings and FanDu-
el are unavailable in the state.

Several states also restrict where players can gamble online. In Delaware, Mississippi, Montana, New
Mexico, North Dakota, South Dakota, Washington, and Wisconsin, would-be gamblers can only place bets
at select locations such as retail casinos, state-operated facilities, or on tribal lands. These bettors may or
may not have access to online betting platforms at each facility.

These practices substantially hinder consumers from participating in legal markets and generate less tax
revenue. Frequently, moreover, the hindrances appear arbitrary or more focused on economic or politi-

cal preferences, not consumer harms: their designs often seem to have less to do with limiting problem
gaming than they do with increasing state control or favoring particular operators. Sports betting markets
should be easy to access with simple taxes. Despite numerous examples of well-functioning markets,
access to markets and tax rates vary across the country.

Further Considerations for Tax Design

The outcomes of state experiments in sports gaming tax design over the rapid post-Murphy expansion
offer several other key lessons. Notably, administering tax policy through state gaming commissions
instead of state departments of revenue creates challenges; tax rate stacking across multiple layers of
government is important to consider; and tax designs that are prohibitively high or restrictive to players
are suboptimal.

States with legalized sports wagering markets typically assign regulatory and taxing authority to the
state’s gaming commission, making it responsible for tasks that are typically performed by state depart-
ments of revenue (DOR). In some cases, this results in administrative challenges for sportsbooks that
are forced to comply with the unique treatment of tax issues arising from the decisions of an agency less
accustomed to administering taxes. Sometimes, gaming regulators require gaming operators to adopt
specific accounting practices that constrain sportsbooks’ accounting choices, whereas other businesses
would enjoy a wider range of accounting options based on state statutes. Gaming regulators also some-
times dictate business decisions that affect tax liability. All businesses, of course, must comply with the
obligations of the tax code and use appropriate accounting standards, but businesses also face an array
of options about how to conduct their business, some of which have different tax implications. Within the
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bounds of the law, they may arrange their affairs to limit tax exposure rather than make economic choices
that would magnify their liability. Within sports betting, however, businesses can find their choices dictat-
ed by state agencies in ways that maximize their tax exposure.

Sportsbook taxes, receipts, and regulatory practices are often audited daily, and gaming regulators re-
quire all tax returns to reconcile to the penny with the daily regulatory reporting. If corrections are need-
ed, sportsbook operators are often not permitted to make manual adjustments to tax returns without
prior written approval from the gaming regulators even when such manual adjustments are necessary to
ensure the amounts reported on the returns comply with the respective gaming regulators’ own tax posi-
tions.

This makes long-run tax planning difficult or impossible for sportsbooks to implement effectively. Operat-
ing a tax system through the state gaming commission puts many operators in a disadvantageous posi-
tion compared to other businesses operating within a state and across multiple states.

Unlike state DORs, gaming commissions rarely have a formally established process for amending prior tax
returns or claiming tax refunds, for example. North Carolina’s recently launched sports betting industry,
however, is being administered by the North Carolina DOR. The North Carolina DOR launched an online
sports betting tax filing portal and issued accompanying formal tax return instructions before sports
betting commenced in the state. In addition, the North Carolina DOR published formal sports betting tax
FAQs that they then continually updated to address additional comments received from sports betting
operators.

Other regulations or mandates can also substantially hinder legal sports betting markets. Tennessee, for
example, initially mandated that sportsbooks hit at least a 10 percent hold each month. Beyond the fact
that this hold rate exceeds the national average, mandating a winning percentage on operators offering
wagers on games of chance proved folly. In 2022, 9 of the 11 registered sportsbooks in Tennessee failed
to meet the 10 percent hold requirement and were subject to a $25,000 fine.? Tennessee has since re-
pealed the minimum hold mandate and now applies a 1.85 percent tax on the handle.

Tax policy should also align across federal, state, and/or municipal governments. The calculations in
Table 1 illustrate that the federal excise handle tax can generate at least as much revenue as state taxes
on GGR or NGR. Operators must pay that federal tax in addition to state taxes. Wherever there are multiple
layers of taxation, consistency in approach simplifies tax policy.

Prohibitively high tax rates and overly restrictive betting restrictions incentivize bettors to head to illicit
(untaxed) markets. These suboptimal policies can overly burden sportsbooks and under-deliver products
demanded by consumers. The results are fewer gains from trade in legal markets and possibly much less
tax revenue.

3 Tennessee General Assembly Fiscal Review Committee, “Fiscal Memorandum SB 475 — HB 1362, Apr. 18, 2023, https://www.capitol.tn.gov/Bills/113/Fiscal/
FM1360.pdf.
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Current Tax Rates

Most states have agreed to legalize sports wagering. However, large disparities persist in the design and
tax treatment of sports betting activities.

In most states that have legalized sports betting operations, consumers have access to gambling oper-
ations statewide. They can gamble online or in person, and the tax rates for such activities are the same
regardless of how or where they gamble.

In other states, online wagers are treated differently from wagers placed in person. In Kentucky, Louisiana,
Massachusetts, New Jersey, and New York, online wagers are taxed more heavily than retail (in-person)
wagers. Table 2 illustrates the range of tax rates applied to online and retail wagers.

Effective tax rates often vary substantially from statutory rates, making apples-to-apples comparisons
across states based on statutory rates misleading. This results primarily from states’ treatment of promo-
tional wagers and the selection of the tax base.

A sports betting operator’s effective tax rate on NGR will always be higher than the statutory rate in states
with GGR tax regimes, unless the operator accepts no promotional wagers (which we have no record of
that occurring). Further, a sports betting operator’s effective tax rate on NGR continues to increase as

the percentage of handle received as promotional wagers increases. Because New York prohibits sports-
books from deducting any promotional wagers from GGR, for example, the only way for a sports betting
operator to achieve a 51 percent effective wagering tax rate on NGR in New York is to accept no promo-
tional wagers. By accepting any promotional wagers, an operator’s effective wagering tax rate on NGR will
be greater than 51 percent with that effective wagering tax rate on NGR.

We simulate how effective tax rates vary based on whether states’ tax base allow sports operators to de-
duct promotional wagers from GGR. The final column of Table 2 shows tax collections as a percentage of
NGR for a simulated 8 percent hold and promotional bets that comprise 3 percent of the total handle.

Tax collections as a percentage of NGR increase to a staggering 81.6 percent for New Hampshire, New
York, and Rhode Island. Because Michigan allows promotional deductions, the state has the lowest effec-
tive tax rate for sportsbooks, at 8.4 percent.

While 38 states have legalized sports wagering in some capacity, bettors only have statewide access to
online sports betting platforms in 27 states and the District of Columbia due to restrictions in some states
on where wagers can be placed (e.g., at casinos or on tribal lands). Nevada and lowa apply the lowest tax
rates at 6.75 percent. Figure 1 shows the distribution of online sports betting tax rates across U.S. states.

New Hampshire, New York, and Rhode Island apply the highest tax rate to sportsbooks at 51 percent.
However, these statutory rates don't tell the entire story. New Hampshire and Rhode Island are single-oper-
ator states, in which one company (DraftKings in New Hampshire and International Gaming Technology in
Rhode Island) contract with the state to run a monopoly sports wagering market. New York has a compet-
itive market with multiple companies offering sports betting services.
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Table 2. States Apply a Wide Range of Tax Rates to Sports Gaming Revenues
Statutory Online and Retail Tax Rates, January 2024

Simulated Effective Tax Rates as a

Online Brick and Mortar Percentage of Net Gaming Revenue for

State Platforms Establishments Online Sports Betting Operators
Alabama n/a n/a n/a
Alaska n/a n/a n/a
Arizona 10% 8% 10%
Arkansas 20% 20% 32%
California n/a n/a n/a
Colorado 10% 10% 11%
Connecticut 13.75% 13.75% 18.8%
Delaware 50% 50% 50%
District of Columbia 20% 10% 32%
Florida n/a n/a n/a
Georgia n/a n/a n/a
Hawaii n/a n/a n/a
Idaho n/a n/a n/a
Illinois 15% 15% 24%
Indiana 9.50% 9.50% 15.2%
Iowa 6.75% 6.75% 10.8%
Kansas 10% 10% 10%
Kentucky 14.25% 9.75% 22.8%
Louisiana 15% 10% 15%
Maine 10% 10% 16%
Maryland 15% 15% 15%
Massachusetts 20% 15% 32%
Michigan 8.40% 8.40% 8.4%
Minnesota n/a n/a n/a
Mississippi n/a 8% n/a
Missouri n/a n/a n/a
Montana n/a 100% n/a
Nebraska n/a 20% n/a
Nevada 6.75% 6.75% 10.8%
New Hampshire 51% 51% 81.6%
New Jersey 14.25% 9.75% 22 .8%
New Mexico n/a n/a n/a
New York 51% 10% 81.6%
North Carolina 18% 18% 28.8%
North Dakota n/a n/a n/a
Ohio 20% 20% 20%
Oklahoma n/a n/a n/a
Oregon n/a n/a n/a
Pennsylvania 36% 36% 36%
Rhode Island 51% 51% 81.6%
South Carolina n/a n/a n/a
South Dakota n/a 9% n/a
Tennessee 19.70% 19.70% 31.5%
Texas n/a n/a n/a
Utah n/a n/a n/a
Vermont 31.7% 31.7% 50.7%
Virginia 15% 15% 15%
Washington n/a n/a n/a
West Virginia 10% 10% 16%
Wisconsin n/a n/a n/a
Wyoming 10% 10% 10%

Notes: The Montana Lottery Commission operates all state sports betting operations. Tennessee applies a 1.85% handle tax; we conver this to a GGR equivalent
rate using the national average of a 9.4 percent handle. The District of Columbia currently operates unders a revenue sharing agreement for online operators in lieu
of a percentage excise tax. Vermont also engages in a revenue share agreement; as of February 2024, the average revenue share was 31.7 percent. The New Jersey
adds a 1.25 percent Economic Development Tax to all online and retail sports wagers in addition to its statutory rate. Localities in Pennsylvania (2% statewide
included in rates stated above), lllinois (Cook County applies a 2% tax, not included in the rate above), and Michigan (Detroit applies a 1.25% tax, not included above)

Source: State Statutes; Bloomberg Tax
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Figure 1.

27 States and D.C. Allow Statewide Online
Sports Betting

Online Sports Betting Tax Rates, January 2024
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Tax Revenues

Sports gaming revenues have served as a windfall revenue source for states. In the last month of fiscal
year 2018, only three states permitted commercial sports wagering, collecting just $2.1 million in June
2018. By June 2023, 30 states had operational sports wagering markets, generating more than $119 mil-
lion in monthly tax revenue.

The rapid expansion of legal sports wagering is illustrated in Figure 2 below. With more states facilitating
legal sports wagering, total U.S. wagers (handle) grew nearly tenfold from 2019 to 2023, from $10.4 billion
to $102.8 billion. State tax revenues for the same period grew more than twentyfold, from $79 million to
more than $1.85 billion.
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Figure 2.

Surging US Wagering Markets Are a Boon to
States' Tax Revenue

Indexed State Handle and Tax Collections to FY 2019, FY 2019-2023
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Table 3. State Handle and Tax Collections, FY 2019-2023

FY Ending Total Wagers (Billions) State Taxes (Millions)
2019 $10.43 $79.03
2020 $13.04 $142.48
2021 $40.65 $447 .60
2022 $80.30 $929.80
2023 $102.82 $1850.31

Source: State Statutes, Sportshandle.com, Author Calculations

The expansion of sports betting into new states has been the biggest driver of the growth of legal wagers
and tax revenues. New York adopted statewide legal sports betting markets in January 2022. In fiscal year
2023, New York raised more than $800 million in tax revenue from sports betting, 43.2 percent of nation-
wide sports betting state tax collections.

Table 4 shows the handle, GGR, hold, and tax collections from all states that reported legal sports gaming
revenues in fiscal year 2023.

After New York’s $800 million in revenue, Pennsylvania, lllinois, and New Jersey each brought in more than
$100 million. South Dakota, Wyoming, and Montana brought in the least revenue, each less than $1.5 mil-
lion. South Dakota and Montana both limit the locations at which bettors can wager online. Wyoming has
no retail sportsbooks; all sports gaming revenue is generated online.
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Table 4. State Tax Collections from Sports Wagering Approach $2 Billion

State Wagering Handle, Gross Gaming Revenue, Hold, and Tax Collections in Fiscal Year 2023

State Handle Gross Gaming Revenue Hold Tax Collections
Arizona 6,223,293, 548 540,654,147 8.7% 34,526,786
Arkansas 299,985,278 29,087,230 9.7% 4,321,011
Colorado 5,176,551, 806 392,792,033 7.6% 25,589,208
Connecticut 1,570,062,815 175,153,516 11.2% 18,220,982
District of Columbia 199,301,097 23,586,098 11.8% 6,379,117
Delaware 71,774,910 13,201,371 18.4% 9,829,648
Illinois 10,404,885, 853 946,379,752 9.1% 152,434,930
Indiana 4,202,451,103 416,283,942 9.9% 39,621,789
Towa 2,243,583, 451 182,897,762 8.2% 12,345,599
Kansas* 1,676,590,465 149,123,675 8.9% 5,820,203
Louisiana 2,523,993, 303 265,302,194 10.5% 38,873,456
Maryland 2,891,377,625 385, 825,237 13.3% 25,258,736
Michigan 4,484,273,727 436,810,208 9.7% 24,571,470
Mississippi 509, 535,777 60,657,628 11.9% 7,278,916
Montana 59,100,366 8,127,680 13.8% 1,330,586
Nevada 8,348,527,928 462,576,000 5.5% 31,223,884
New Hampshire 883,675,664 80,749,901 9.1% 36,750,265
New Jersey 10,322,051,589 895,114,229 8.7% 125,742,082
New York 16,850, 624,702 1,576,545, 885 9.4% 800,148,132
Ohio* 3,773,770,418 539,056,107 14.3% 53,949,661
Oregon 573,168,383 64,515,316 11.3% 32,257,661
Pennsylvania 7,222,277,323 683,336,328 9.5% 177,105, 821
Rhode Island 509,469, 437 50, 880, 499 10.0% 25,949,055
South Dakota 7,708,855 1,049,158 13.6% 94,424
Tennessee 3,970,122,355 443,105,231 11.2% 83,302,544
Virginia 5,123,431,065 546,561, 501 10.7% 71,047,158
West Virginia 527,131,511 52,615,123 10.0% 5,261,513
Wyoming 156,472,001 17,049,480 10.9% 1,071,645
Total 100, 805,192,355 9,439,037, 231 9.4% 1,850,306,282

Note: * Figures from Ohio and Kansas represent only a partial fiscal year of operations.

Source: State statutes; Legalsportsreport.com; Author’s calculations.

Nationwide, the average hold was 9.4 percent. This is more than double the hold in our perfectly balanced
sports wager example in Table 1. This shouldn’t be too surprising, though, as gamblers don’t always prefer
bets with the best odds. Casino attendees don't only play perfect games of blackjack or bet on red/black
on roulette (games that traditionally offer some of the best odds for players).
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This also means that sportsbooks return to players more than $9 for every $10 wagered. That return
trumps every state lottery in the county, by a lot. State lotteries return about 60-65 percent to players on
average.*

With states like Texas and California not yet operating legal sports wagering markets, nationwide adop-
tion of legal sports wagering has the potential to more than double the size of the current market. Tax
revenues will continue to grow with the expanding market.

As the tax base grows, tax policy design becomes increasingly important. Rates should be low enough to
pull participants out of black markets and into the legal, regulated markets, and stable enough not to rely

on bettors doing particularly poorly for the state to generate revenue.

A low-rate tax on net gaming revenue with relatively low compliance costs can accomplish all these tax
goals.

4 Amelia Josephson, “The Economics of the Lottery in the U.S.” SmartAsset, Aug. 25, 2023, https://smartasset.com/taxes/the-economics-of-the-lottery.
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