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ONE industry is competitive, globalised and financially self-sufficient. The other is monopolistic, inward-looking and accustomed to handouts from the taxpayer. Now, here's a puzzle. One of these industries is based in America, while the other was founded in northern Britain in the late 19th century. Which is which? 
Oddly, the more energetic of these two industries is British. Football, or soccer, is one of the world's most competitive businesses. As Stefan Szymanski and Andrew Zimbalist, two economists of sport, explain, that is because most football teams are organised into hierarchical national leagues linked by promotion and relegation. Anyone who can assemble a squad of good players can start competing. If the team keeps winning it will rise to the top of the domestic leagues, at which point it can compete against foreign clubs. A squad that keeps losing will move just as rapidly in the opposite direction, shedding supporters and revenue as it goes.
Not so baseball teams. America's favourite summer sport is played by a 30-team cartel that is specifically exempt from antitrust laws. No club is in danger of being demoted from the major leagues except through a kind of administrative fatwa, which is not exercised very often. As in football, winning games means more money for a team—but so does losing, thanks to a system in which the richest baseball clubs pay millions of dollars to the poorest. Most outrageous is the fact that local taxpayers often end up subsidising the construction of new stadiums. Since the supply of teams is deliberately held below the level of demand, owners can hold cities to ransom, threatening to move if the public coffers are not opened. 
Professional football and baseball leagues emerged at roughly the same time in the late 19th century. Why did they turn out so differently? One reason is British snobbery about mixing money and sport. While the owners of baseball teams pursued profit (and monopoly power) from the beginning, the mandarins of football clung to the traditions of amateurism derived from cricket. Gentlemen insisted on being allowed to compete with salaried “players”—something that would have been impossible in a closed league. 
For a long time, baseball players had the best of it. The sport was quick to realise that radio and television would enhance revenues rather than deplete them. In football, that argument was not won until the 1980s; until then, revenues and pay remained pitiful. When Babe Ruth, a Yankees star, was told the salary of Dixie Dean, one of football's brightest lights, he commented: “What a racket that is! What's the chances of me buying into one of those football or cricket clubs?”
The truth is that at the beginning nobody was making much money from football. They still don't, although television means more money moves around these days. The struggle to climb the league ladder—or, at least, to avoid sliding down—means that a large proportion of revenues must be spent on wages and transfer fees, such as David Beckham's £24.5m ($40.7m) ticket out of Manchester United in 2003.
In some cases, salaries actually surpass revenues. As a result, few football clubs are profitable. No team ever goes bust, thanks to civic pride and the desire of rich men to own something prestigious, but they can come perilously close. And the gap between the biggest and smallest spenders widens every season.
In the final chapter, the authors suggest a remedy: a pan-European football league of six divisions, with fewer teams promoted and relegated each year. That might restore balance and restraint to an industry that often seems more interested in success than in profit. On the other hand, it would make football less competitive and more monopolistic—in other words, more like baseball. 
