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Letter from the Chairs

Dear Delegates,

We are ecstatic to welcome each and every one of you to the first ever Formula 1 committee held
at the Winchester Model United Nations (WINMUN). This committee is particularly special not
only for Model UN enthusiasts but for our fellow F1 fans.

MUN has always stood to be a platform to improve an individual's public speaking skills but it is
also an opportunity to foster a dynamic personality within ourselves by growing one's
collaborative, diplomatic and leadership skills. Our committee will focus on honing these skills
by connecting them with the fascinating world of Formula 1 through thrilling and informative
discussions.

Whether this is your first MUN or your 5th, we are beyond excited to see the passionate debates
and solutions we create in our conference. Most of all, we highly encourage you to have fun and
focus on learning more about your strengths and weaknesses throughout the MUN.

By the end of the conference, we hope to inspire you to pursue your own interests with the same
passion you show in the committee and increase your understanding behind the politics and
beauty behind motorsports. We wish you the best of luck in your preparation and cannot wait to
meet you all.

Please do feel free to reach out with any queries you may have.

Best Regards,
The Dias of F1

Edha Sharma
Aaryan Fredrick
Neel Saxena
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Vocabulary

-Budget cap: As of 2023, the budget cap set for F1 teams is $135 million, which is essentially
the financial limit an F1 team can spend on developing and improving the performance of their
cars. It allows smaller teams on the grid to be able to compete better with top teams with greater
financial resources.

-The Concorde Agreement: A contract between the FIA, FOM group and F1 teams in order to
mandate the rules of the sport as well as the division of TV and prize revenues.

-FOM Dividends (Formula One Management): Money divided between F1 teams from
external revenues such as broadcasting and promotion of races. If a team has a higher ranking in
the championship, they will receive larger dividends.

-LLST (Long Standing Team): A bonus given to a team which has been in the F1 sport for the
longest. Scuderia Ferrari receives this bonus every year as they have been part of the sport for

over 60 years.

-WCC: World Constructors Championship



Introduction to Agenda

Formula 1 is the most popular forms of racing in comparison to the myriad of motorsports
present in this day, especially due to the fierce competition existing between teams and the thrill
one receives from watching a race. Witnessing the various battles between drivers and
understanding complex team politics is one of the few reasons why the interest about the sport in
audiences has reached an all time peak.

The increasing popularity of motorsports declared the establishment of the Fédération
Internationale de I'Automobile (FIA), made to increase the overall safety of drivers in the sport.
Ever since Alfa Romeo’s Giuseppe ‘Nino’ Farina won the first ever Formula 1 driver’s
championship in 1950, many other teams have also dominated the sport in the following years.
The most recent example of complete domination in the sport is Mercedes’s reign in the
Constructors Championship from 2014-2021 in which they won 8 consecutive titles due to their
advanced engineering, specifically from the start of the era of the mandatory use of hybrid
engines.

It is important to note that the formula for success in F1 lies not only in the skill of the driver
behind the wheel but ultimately the methodical engineering planned by the team to build a faster
and more efficient car. In order to secure a stronghold in the Constructors championship, race
teams have to use their time during the season to start working on their new and current car as
strategically as possible. By allocating funds to R&D (research and development) as well as
manufacturing and testing their car, the main aim is to create the most aerodynamically efficient
and competitive car.

The FIA eventually introduced a cost cap in order to financially regulate and balance the
spending difference between teams to increase the overall competition and engagement in the
sport. The rule implementation was long overdue and created greater likelihood for smaller
teams to climb the ladder and perhaps even reach the top.

The effectiveness of the cost cap has been well debated ever since it was initially introduced.
While on one hand it has various benefits for smaller teams in the sport with limited resources, it
frankly limits the ideas one can create in the factory. Every new idea requires immense research
in order for a team to actually implement it to create a title winning car, but how exactly can
teams make this happen with such a limited budget? How exactly can we strike a balance
between ensuring fair competition and technological innovation?



Background of the Agenda

At the start of the 2021 season, a budget cap of $145 million was introduced by the FIA in order
to equalise the spending capacity between teams.This was enforced in order to create more
competition in the fight for the championship as minor teams would have insufficient financial
resources comparatively to spend on upgrading and developing their cars.

Federico Loti, the FIA’s financial regulations manager, was handed the responsibility in ensuring
the cost cap regulations set for F1 teams were met periodically. Not adhering to the rules set
resulted in strict penalties imposed by the FIA on the team. For example, Red Bull Racing was
found guilty of a minor surplus in their 2021 budget which led to fines being imposed with an
additional cut in their aerodynamic testing (wind tunnel testing). This incident of course raised
many eyebrows regarding the true impact of exceeding the budget. Regardless of whether it was
minor or if Red Bull’s team principal, Horner, assured the world that the extra money did not
lead to a competitive advantage during the season it was clear that the impacts of the budget cap
was leading to be more complicated than expected.

It is known that many established F1 teams receive their funds from sponsorships, FOM
dividends and investments made into the team, all based through the Concorde Agreement.
Without the budget cap, some teams were known to spend around $300-400 million dollars in a
season. For example, prior to the introduction of the cost cap in 2019, the reigning team for the
WCC (Mercedes-AMG Petronas F1 team) dedicated a whopping $484 million to compete in the
season.

The main factor which with the cost cap was introduced was to regulate the need for increased
competition in the sport and decreasing the unfair advantage established teams have.

For example, teams like Scuderia Ferrari have an LST bonus which provides them additional
support in their race for the championship. Thus it is imperative to investigate the line which
separates the necessity of fair competition between teams in F1 by establishing the cost cap
while addressing the key issue which can tip the scales.

In the world of Formula 1, every penny counts. So you can imagine the horror teams faced when

a big red line had been drawn by the FIA quite literally controlling the amount of progress a team
could make in each season. Some teams were of course left delighted as they were able to finally

grasp a tighter hold on their reins while others were left in a much weaker position.



As times have evolved so has the need for technological innovation. Each year teams focus on
building a faster and more progressive car in the factory for various reasons. Increasing fan
engagement, increasing one’s competitive edge, pursuing technological excellence which in turn
migrates to the automobile industries as well as continuing a team’s legacy and brand image are
one of the few reasons it is crucial to continuously advance in tech. Each F1 team holds a
responsibility to ensure these factors are being met to the best of their abilities and that every
year becomes a challenge in which the bar to excel is set higher. Can we even imagine reaching
this bar anymore with the repercussions a budget cap can possibly create?

Overall we can conclude that the budget cap has positive impacts but we must recognize the
major drawbacks that financial controls set on the advancement of the motorsports industry. We
innovate technology with a specific reason in mind, to increase efficiency, progress and
sustainability. F1 is a sport which is recognized with influencing these factors to a high degree
thus it is imperative to further look into the equilibrium we need to set for global progress.



Key Stakeholders

F1 Teams - The F1 teams are the actual ones being affected directly by the cost cap,
because it influences the amount of money they can spend, and how they redirect and
manage said money to the most efficient and productive operation possible.

. Audiences - The use of a cost cap will decrease costs over time in all aspects of Formula
One, which gives audiences cheaper and more accessible tickets and subscriptions to
keep up with F1 as they wish. However, the effect of the cost cap on competitiveness, and
therefore viewer interest, is a matter for debate.

Sponsors - Sponsors are a team’s major source of funding. However, with spending
limited, what does this do to the role of sponsors? There may not be as large a variety of
sponsors necessary to fund a team, and sponsors may also be less willing to fork out large
sums to spend to merely provide a profit to an F1 team.

FIA - responsible for setting out and enforcing the budget cap rules, and for the sporting
side of Formula One as a whole. The punishments imposed, the methods of enforcement,
and basically everything that this committee decides on this topic will be acted upon by
the FIA.

FOM - They run the marketing and operational side of the sport, so their success is
directly proportional to that of the sport.



Key Issues

The idea of a budget cap is all well and good, but what should be regulated? Does every
team expense need to come under the budget cap? The budget cap currently allows
exceptions for the three highest paid employees, as well as bonuses (up to a total 10
million dollars), entry fees, marketing, property, legal, finance as well as flight and hotel
costs. Are these sufficient and acceptable exceptions, or should they be adjusted?

. A cost cap has another major issue. It stifles development. The excitement of a
development race, such as Red Bull’s frantic attempt to catch up to Brawn GP in 2009, or
Mercedes’ successful outdevelopment of Ferrari in 2017 and 2018 (who started with a
faster car) will likely never happen due to the financial ceiling imposed by a cost cap.
Teams who begin a year in dominant fashion will likely hold their advantage, while
teams who go into a season with an uncompetitive package are unlikely to catch up. This
also incentivizes the “switching of focus” to the next year, which can cause stagnation in
car performance and predictability to arise in an F1 season simply from watching the first
race. This may also hurt the competitiveness of the sport by stifling smaller teams
from developing closer to their rivals. New modifications may not be able to be funded,
and innovation may have to be sacrificed for an extra plate of pizza (though Red Bull
certainly didn’t do that in 2021).

That brings us to the next issue. What is an adequate punishment for a budget cap
breach? Red Bull were penalized last year for a 2021 rule break with a 10% aerodynamic
testing time penalty as well as a 7 million dollar fine (not under the cap). However, as
evidenced by their domination of 2023, many critics argue the penalty was worthless, and
acted as an incentive for teams to break the budget cap and subsequently receive a mere
slap on the wrist.

Inflation sat at around 8% in the 2022 fiscal year. As the years go by, the budget cap must
be adjusted for inflation. Every expense and their individual rates of inflation must be
counted in order to create the most efficient adjustments. Unfortunately, it is not realistic
to measure the inflation rate of the thousands of minor expenses that teams incur on an
annual basis.

Cost caps may create a ‘brain drain’ effect where leading F1 minds move to other
categories, such as endurance racing, as they may feel they do not have the resources they
deserve to innovate and apply their expertise to the development and engineering of the
cars themselves. Less growth opportunity salary-wise may also contribute to this. This
will hurt the quality of the sport itself, which claims itself to be the most innovative in the



world. Also, job losses and increased turnover may occur as teams seek to cut down on
wage costs, which would discourage others from pursuing a career in F1.

Will the sport’s quality actually stagnate or start to flounder? Any imperfections in a cost
cap will likely lead to teams diverting resources away from actual development into other
rising costs, with cost-cutting methods possibly taking the focus of teams away from their
performance in the sport itself.



Questions to consider

How effective are the budget caps when minor teams are not able to maximise the
spending in the given cost cap due to the pre-existing difference in financial standings
compared to other teams?

What is a realistic budget cap that can balance both the need for technical innovation and
the proliferation of ideas, but also allow for maximum competitiveness (with inflation
taken into account)?

How can the knowledge and skill base of current and prospective employees be retained
in the presence of a budget cap?

How can we make F1 a more sustainable sport both for the economy and the environment
through technological innovations?

How does the cost cap interfere with the technological innovation behind F1- Is there
scope to change?

Can we argue that the technological limitations met by the budget cap limit the entire
world's advancement in tech due to the direct connection of F1 with the automobile
industry? Can this impact our ability to create a more sustainable future?



Past FIA Actions




-FIA-FOTA dispute: In 2009, the only prior attempt to create a cost cap for Formula One was
made. The brainchild of soon-to-be disgraced FIA boss Max Mosely, it stipulated that teams that
agreed to spend under 45 million euros would be granted “additional technical and design
freedoms” under these new regulations, in an attempt to keep the sport afloat after the 2008
financial crisis. However the FOTA (Formula One Teams Association, now defunct) led by
Ferrari, showed great opposition to the regulations for the reason that two sets of rules would be
in operation in the championship, and was found to be greatly unfair. After a long-winded
dispute, where seven teams threatened to withdraw from F1 and create their own separate
championship, with large amounts of support from fans, the attempted rules were abandoned.
The aftermath involved Toyota and BMW leaving the sport, as well as newly joined Marussia,
Caterham and HRT all leaving the grid due to financial issues despite ownership changes before

2017.
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Vocabulary

Driver Contract: A legally binding agreement between a Formula 1 team

and a driver that outlines the terms, duration, obligations, and rights of both
parties during their collaboration.

Transfer Window: A specific period during which teams are allowed to
negotiate and finalise driver transfers or contract extensions, often
influencing the dynamics of the sport.

Driver Loyalty: The level of commitment, allegiance, and dedication a

driver exhibits towards their team despite potential offers or opportunities
from other teams.

Team Dynamics: The interactions, relationships, and synergy among team
members, including drivers, engineers, and management, affecting
performance and overall success.

Contractual Obligations: Specific duties, responsibilities, and clauses

outlined in a driver's contract, such as performance expectations,
promotional activities, and behavioural conduct.

Garden Leave: A period where a driver is required to step back from their
racing duties after giving notice or during contract termination, often
receiving full pay.

Performance-Based Clauses: Contractual terms that tie a driver's

compensation or bonuses to their on-track performance, such as
podium finishes, championship points, or race wins.

Non-Compete Clause: A contractual provision that restricts a driver from
joining a direct competitor for a specified period after leaving a team,

safeguarding the team's interests.



Introduction of the Agenda

Formula 1, the pinnacle of motorsport, marries cutting-edge technology with the raw talent of
drivers to create a high-stakes, adrenaline-fueled spectacle. Central to this theatre of speed are
the driver contracts and transfers, an intricate web interwoven with notions of loyalty, contractual
bindings, and the profound impact on team dynamics. As delegates step into the exhilarating
world of Formula 1 in this committee, they delve into the heart of this dynamic domain,

exploring the multifaceted relationships between drivers, teams, and the sport itself.

Formula 1's ecosystem thrives on the negotiation and execution of driver contracts, serving as the
foundation upon which teams are constructed. These agreements extend far beyond financial
terms, encompassing the conduct, expectations, and obligations drivers must uphold within their
respective teams. However, the landscape of Formula 1 is in constant flux, with the tug-of-war

between allegiance to a team and the allure of new prospects intensifying.

One crucial facet to consider is driver loyalty, a concept facing scrutiny in an era where transient
success often challenges steadfast allegiance. The traditional paradigm of drivers spending their
entire careers with a single team is increasingly rare, as the quest for immediate triumph often

tempts them towards new opportunities, creating a dynamic where loyalty is continuously tested

against the desire for victory.

Another pivotal aspect lies within the contractual obligations embedded in these agreements.
These intricate clauses not only define financial aspects but also delineate the rights,
responsibilities, and freedoms of drivers within their contracts. Such clauses significantly
influence team dynamics and performance, shaping the environment within which drivers

operate and the team's overall success.

The impact of driver movements, contractual disputes, and negotiations resonates deeply within
a team's fabric. These developments have far-reaching effects on team morale, harmony, and
competitive edge. The ripple effect extends beyond the drivers themselves, permeating through

the team infrastructure and affecting the synergy crucial for achieving success on the track.



In essence, the negotiation and execution of driver contracts in Formula 1 are pivotal,
transcending mere financial dealings. They embody a complex interplay between loyalty,
contractual obligations, and their profound impact on team dynamics, serving as the bedrock

upon which the sport's competitive landscape is shaped.

Background of the Agenda

In the adrenaline-fueled world of Formula 1, where split-second decisions define victory or
defeat, the intricate dance of driver contracts and transfers shapes the sport's landscape. Behind
the scenes, unseen manoeuvres and negotiations wield profound influence, making these
elements a focal point for discussion within the Model United Nations. Formula 1, renowned for
its fusion of technological innovation and driver skill, is intricately woven with contractual
obligations that blend loyalty, legal frameworks, and team dynamics, impacting not just

individual careers but the essence of competitive racing itself.

Loyalty emerges as a central theme in the Formula 1 ecosystem. Drivers, positioned as flag
bearers for their teams, grapple with a balancing act between staying loyal to their current team
and the allure of enticing offers from rival outfits. This struggle for allegiance is influenced by
personal ambitions, team performance, and the potential for advancement, forming a compelling

narrative intertwined with the broader spectrum of contractual obligations.

Contracts in Formula 1 transcend the realm of paperwork; they define the scope of engagements,
setting out terms, conditions, and obligations for drivers and teams alike. These legal agreements
extend beyond track-related duties, encompassing promotional activities, behavioural clauses,
and even moral responsibilities. They act as guiding frameworks that shape not just on-track

conduct but also the public representation of drivers within and beyond the racing arena.

Team dynamics are the linchpin of Formula 1 success. The fusion of driver skill, engineering
prowess, and cohesive teamwork determines podium finishes and championship triumphs. Yet,

amid the pursuit of collective excellence, the reverberations of driver transfers and contractual



negotiations often disrupt team harmony, reshaping structures and altering the competitive

landscape in unforeseen ways.

In essence, the unseen negotiations, contractual intricacies, and the dance of driver transfers form
a captivating tapestry within Formula 1. This dynamic interplay between loyalty, contractual

obligations, and their profound influence on team dynamics serves as a defining narrative within

the sport's high-speed, high-stakes world.



Key Stakeholders

- Formula 1 Teams:
Team Principals/Owners: Responsible for making decisions regarding driver contracts, transfers,
and team strategies.
Team Managers: Oversee negotiations, contract terms, and handle the day-to-day operations
regarding drivers.
Legal Representatives: Handle the legal aspects of contracts, ensuring compliance and negotiating

terms favourable to the team.

- Drivers:

Current Drivers: Have vested interests in securing favourable contracts, balancing team loyalty
with career advancement.
Prospective Drivers: Seeking opportunities and negotiating terms for contracts with different

teams.

- Driver Agents/Managers:

Act on behalf of drivers, negotiating contracts, securing deals, and managing their professional

interests.

- FIA (Fédération Internationale de I'Automobile):

The governing body responsible for setting regulations and overseeing compliance related to

driver contracts and transfers.



- Sponsors and Commercial Partners:

Have an interest in the drivers associated with teams due to branding, endorsements, and

partnerships. Their involvement can influence driver choices and contract negotiations.

- Fans and Media:

Their opinions and support can impact a team's decisions regarding drivers. Media coverage often

influences the narrative around contract negotiations and driver movements.

- Competitors/Other Teams:

Competing teams may be involved in pursuing or contesting contracts with certain drivers,

affecting market dynamics and competition.



Key Issues

Driver Loyalty vs. Career Advancement:
e Balancing loyalty to a team with opportunities for career progression and success in a
highly competitive sport.
e How loyalty impacts a driver's performance, commitment, and long-term relationship
with a team.
Contractual Obligations and Flexibility:
e Examining the balance between strict contractual terms and the need for flexibility to
accommodate changing circumstances or a driver's evolving performance.
e Understanding the implications of release clauses, non-compete agreements, and
performance-based clauses on drivers and teams.
Impact on Team Dynamics:
e Analysing how driver transfers and contract negotiations affect team morale,
collaboration, and overall performance.
e Exploring the challenges teams face when integrating new drivers and managing potential
conflicts within the team structure.
Financial Considerations and Market Forces:
e Assessing the role of financial incentives, salary demands, and sponsorship agreements in
shaping driver contracts.
e Understanding how market forces, such as demand for particular drivers, impact contract
negotiations and team decisions.
Regulatory Framework and Ethical Considerations:
e Evaluating the role of the FIA and regulatory bodies in overseeing fair and ethical
practices in driver contracts and transfers.
e Discussing ethical implications surrounding loyalty, contractual disputes, and the impact

on the sport's integrity.



- Long-Term Stability vs. Short-Term Gains:
e Debating the trade-offs between maintaining stable driver line-ups for team cohesion and
the potential benefits of recruiting new talent for innovation and success.
e Assessing the risks and advantages associated with frequent driver changes in Formula 1.
- Media Influence and Public Perception:
e Exploring the role of media coverage, fan reactions, and public perception in influencing

team decisions and driver negotiations.

e Analysing how media scrutiny impacts the negotiation process and the reputation of

drivers and teams.



PAST FIA ACTIONS

THE PIASTRI x MCLAREN x ALPINE INCIDENT: Oscar Piastri, a promising talent in the
Formula 2 championship, was part of the Alpine Academy, Renault's young driver program.
However, there were reports indicating a conflict regarding Piastri's contractual situation
between Alpine and McLaren. Piastri was managed by Mark Webber, and negotiations were
reportedly underway for Piastri to join McLaren as a junior driver. The conflict stemmed from
Piastri's desire to pursue opportunities with McLaren, potentially conflicting with his existing
ties to the Alpine Academy. Such negotiations and transitions in motorsport, especially from
junior programs to Formula 1, often involve intricate contractual terms, release clauses, and
obligations between teams and drivers. The specifics of Piastri's contract with Alpine and the
discussions with McLaren were not publicly disclosed, but it highlighted the complexities
surrounding driver contracts, transfers, and the interplay between different teams and their young

driver programs.

JENSON BUTTON ISSUE: Jenson Button faced a contractual crossroads when Honda's

withdrawal from Formula 1 triggered a clause allowing him to explore other options. Despite
considering moves to other teams like Williams, negotiations with Brawn GP, rebranded from the
remnants of Honda's team, led to a revised contract that saw Button stay with the team for the
2009 season. His decision to remain proved pivotal as the rebranded team, Brawn GP, unveiled a
highly competitive car, allowing Button to secure the 2009 Formula 1 World Championship. This
situation highlighted the interplay between contractual clauses, team performance, and the
critical decisions drivers make when navigating their careers in Formula 1. The resolution of
Jenson Button's contract situation with Brawn GP, triggered by Honda's withdrawal from
Formula 1. While the FIA's Conflict Resolution Board (CRB) handles disputes within

motorsport, specific details of their involvement in this case weren't publicly disclosed.



10.

I1.

Questions to Consider

. Should loyalty to a team supersede individual career aspirations in the context of driver

contracts and transfers?

How can contracts balance providing necessary stability for teams while offering
flexibility for drivers?

What are the effects of frequent driver changes on team cohesion, collaboration, and
overall performance?

How do teams manage potential conflicts arising from diverse driver personalities and
competitive dynamics within the team?

How do market forces impact the negotiation process and the value of drivers in Formula
1?

What role should governing bodies like the FIA play in regulating driver contracts and
ensuring fairness and ethical practices?

How can teams strike a balance between nurturing young talent and relying on
experienced drivers for success?

How does media coverage influence negotiations, driver decisions, and team strategies in
Formula 1?

Should teams consider public perception when making decisions regarding driver
contracts and transfers?

How do driver transfers and contractual disputes affect sponsorship agreements and a
team's brand image?

Can teams and drivers maintain strong sponsorship relationships despite changes in the

driver lineup?

12. What measures should teams take to foster a cohesive team environment amidst cultural

differences between drivers and team personnel?
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