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EUROPEAN COMMITTEE

AGENDA

16th Meeting, 2000 (Session 1)

Tuesday 19 September 2000

The Committee will meet at 2.00 pm in Committee Room 2

1. Inquiry into football transfer fees and the proposals of the European Commission:
The Committee will begin its short Inquiry and hear evidence from—

Mr Tony Higgins, Secretary, Scottish Professional Footballer’s Association
Mr Martin Rose, Chair, Scottish Federation of Football Supporters’ Clubs
Mr David Thomson, Assistant Secretary, Scottish Football League
Mr Lex Gold, Chair, Scottish Premier League
David Taylor, Chief Executive, Scottish Football Association

2. Scottish aquaculture industry: The Committee will discuss the draft report prepared by
Maureen Macmillan MSP on the impact of European list 1 designated disease Infectious
Salmon Anaemia and list 2 disease Viral Haemorrhagic Septicaemia on the Scottish
aquaculture industry.

3. Convener’s report: The Convener will update the Committee on—
Call for views on the applications procedure for structural funds and the future
annual review process of the European Committee
An initial discussion on EU tobacco subsidies
Amnesic Shellfish Poisoning: European testing regulations
Proposals for new working procedures and a revised work programme for the
European Committee (September 2000 to June 2001), and update on the proposals
to commence the scrutiny of EC/EU documents
Use of powers under Section 57 of the Scotland Act 1998

Stephen Imrie
Clerk to the Committee

Tel: 0131 348 5234
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list 1 designated disease Infectious Salmon Anaemia and list 2 disease
Viral Haemorrhagic Septicaemia on the Scottish aquaculture industry
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Convener’s Recommendation
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Use of powers under Section 57 of the Scotland Act 1998
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MSP

BRIEFING PAPER

“Evidence submitted by Scottish football bodies and clubs regarding the
European Commission’s proposals for transfer fees”

1.        This paper

This paper has been produced to assist Members of the Committee in their
preparation for the meeting of the 19th September when they are set to hear from
football bodies across Scotland in relation to the current status of plans to re-
organise the system of football transfer fees, and specifically outline their views on
the matter and proposed solutions.

The paper contains a short over view of the issue. Annex A sets out the most recent
press statements of the European Commission, FIFA and the Scottish Executive on
the matter. Annex B sets out the material received as evidence from the five football
bodies invited to talk to the Committee on the 19th, as well as any material received
directly from Scottish football clubs themselves. Further material may be added
between publication of this paper and the meeting.

2.        Background

Why does the EU want to abolish the transfer system?

The European Commission believes the system of transfer fees for players moving
between clubs illegally restricts a footballer from freely choosing where he wants to
work.

The EC wants sports stars to have the same right as other employees in Europe to
be able to leave a job after giving a set period of notice.

Why is football so worried about this?

Transfers are an integral part of the sport, affecting everything from the finances to
the tactics of clubs.
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There is concern that, with freedom from a binding contract, you could have a
situation where a player could turn out for one club one week, then play for their
rivals the next.

This would mean managers would no longer be able to build a team over any given
period of time.

Clubs say it would also hamper the development of young players, with no incentive
for clubs to nurture youngsters who could leave as soon as they reach their potential.

Smaller clubs, which rely on selling on players they have brought through the youth
ranks, fear they will go out of business.

The players must welcome the proposals though?

On the whole, no freedom of movement for one could mean job insecurity for
another.

Players who suffer a long-term injury at the moment are kept on and treated while
collecting their full wages.

Without a fixed contract, a player who was, for instance, out for six months with a
knee injury, could be given a few weeks notice and then shown the door.

If a player hit a run of poor form, clubs might think it easier to get in someone to
replace him, rather than work on improving his game.

What alternatives have FIFA suggested?

FIFA President Sepp Blatter has suggested that players should be under contract
with a club for at least a year, after which a system of compensation is put in place.

To prevent players constantly changing clubs, Mr Blatter wants only one transfer per
player per year to be allowed.

FIFA has also suggested barring transfers of international players aged under 18
years and paying compensation to clubs which have invested in training players
aged between 18 and 24 years who move on.

How would the compensation system work?

It has been suggested that players signed to a binding one-year contract would have
a "transfer window" during which they can decide to move clubs.

Buying clubs would then pay compensation to the selling club equivalent to the
salary the player would have earned during the remainder of his contract.

What happens after the EC's deadline?

If the EC agrees with FIFA's proposals, then they will be brought into force.
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However, FIFA admit they are far from clear themselves about the details of any
compensation-based transfer system.

If agreement is not met, and the EC refuse to extend their deadline, football will be
thrown into chaos.

Stephen Imrie
Clerk to the European Committee
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ANNEX A

Recent Press Statements

European Commission – speech by Commission Reding, statement to the European
Parliament, 7th Sept

The Commission’s approach to sport is laid out in its Helsinki report on preserving
sport structures and maintaining the social function of sport within the Community
framework. The report calls for the convergence of the endeavours of the sport
movement, the Member States and the Community to make sure that sport
continues to play its role as an instrument of education and inclusion based on fair
play, equal opportunities and reward for merit also in its new economic environment.
It is clear that Community law, and in particular the principle of non discrimination,
the principle of free movement and the competition rules apply to sport. It is also
clear that, as is emphasised in Declaration No 29 annexed to the Treaty of
Amsterdam, the Community recognises the social significance of sport and the
importance of the dialogue with the sport movement.
It is in this spirit that the Commission, under the direct responsibility of my colleague
Mario Monti, is dealing with certain competition cases relating to sport.
The Commission recognises the autonomy of the sport movement to establish the «
rules of the game » that are inherently necessary. The Commission accepts the
specificity of sport in that the game requires a certain degree of competitive equality
between players and clubs in order to ensure the uncertainty of results that is its
essence. The Commission investigates only cases that have a Community and an
economic dimension.
As regards the current case of the FIFA transfer rules, I would like to recall that
already in 1998, following a number of complaints, the Commission challenged the
compatibility of the FIFA transfer rules with the competition rules and sent a
statement of objections to FIFA. The Commission takes the view that the FIFA rules
unduly restrict transfers. This is the case notably where these rules determine the
conditions of transfers following the termination of a contract by a player even where
the termination is in accordance with the terms of the contract and the national
employment law, and where compensation duly warranted by these has been
established and paid.
Contrary to what has been alleged in some press articles, the Commission has no
intention to abolish the transfer system altogether, or to create a situation under
which players may terminate contracts on the spur of the moment. The Commission
is the guardian of the Treaty, and as such wishes to see a transfer system that
respects both the principles of Community law and the specificity of sport. The
current transfer system does neither. It restricts competition between clubs as well
as the free movement of players. And it has not prevented the over-
commercialisation of sport, the widening of the gap between the economically
powerful and the economically less powerful clubs and the fact that players (and
especially young players) become objects of speculation.
For a long time, the Commission has patiently waited for the FIFA to present
alternatives to the present system, so that a mutually satisfactory and equitable
solution can be reached by consensus. Both Mario Monti and myself have engaged
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ourselves in dialogue with the world of football. We have pointed out that in
accordance with national employment law, some form of compensation will usually
be justified should a player break his contract with a club in order to join a new club.
We have pointed out that it is evident that in order to avoid disruption of
championships, the Commission would be prepared to accept rules which require
transfers to take place during specified periods only. And, most important, we have
pointed out that the effort of training young people must be encouraged, so that
compensation reflecting costs incurred by a club in training young people can be
accepted unless this creates a situation of undue dependency between players and
clubs.
Until very recently, there was no response. As is obvious, the Commission cannot
wait indefinitely. That is the reason why both Mario Monti and myself made it very
clear over the last few months FIFA must come forward with alternatives or accept
the risk of a prohibition decision.
Both Mario Monti and I welcome the fact that this time, our appeal seems not to have
fallen on deaf ears. As of last week, FIFA recognised that its transfer rules are not in
conformity with Community law, and announced its intention to bring forward an
alternative system. Since the details of this system have not yet been made public,
nor indeed been finally decided, I cannot comment on it at this stage. But we hope
that we will be in possession of a concrete proposal very soon. Mario Monti’s
services, in close consultation with my services, and those of Anna Diamantopoulou,
are ready to examine them as quickly as possible. Our doors are always open for a
fruitful and constructive dialogue.
Let me conclude by emphasising this Commission’s commitment to the European
model of sport and its values. The European Parliament has repeatedly stated that it
shares this commitment and will say so, I believe, once again when adopting its
report on the Helsinki report. The French Presidency has declared the same
commitment on behalf of the Council. So we are in agreement. The Community acts
with sport’s best interest at heart – for the good of the game – and therefore, I am
confident that with good will from all sides, a satisfactory solution is within reach.

Press Release by FIFA, 8 Sept

FIFA was pleased with the positive comments received from the European
Commissioner, Viviane Reding, today regarding proposals that the football
authorities had outlined in a letter to the European Commission on 6 September.

EU Sports Commissioner Viviane Reding told a European Parliament debate on
sport held in Strasbourg today that she was pleased football had finally accepted that
its current transfer system was in need of some modifications, but added it was too
early to comment on the new proposals sent to Brussels on Wednesday.

"Contrary to what has been said in the press, the Commission in no way intends to
abolish the transfer system nor to create a position which would allow a player
unilaterally to renege on a contract," Mrs Reding said. "Compensation is justified
when a player terminates his contract with one club to move to another.
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"To avoid distorting championships the Commission is clearly ready to accept rules
which would mean that transfers could only take place within a given period of time,"
she added.

The Commission was also keen to ensure that clubs training youngsters would be
rewarded when they moved on to bigger clubs, Mrs Reding insisted.

During the same debate, French Sports Minister Marie-George Buffet, too, praised
the proposals submitted by the FIFA/UEFA working group as "constructive and an
interesting basis for discussions." She also stated that she was not in favour of
completely abolishing the transfer system either. Such a decision would entail an
even more deregulated situation than the one which already exists.

Moreover, Mrs Reding met in the afternoon with representatives of UEFA and the
professional leagues. In a phone conversation with FIFA President Joseph S. Blatter
after the meeting Mrs Reding related the discussions, stating that the European
Commission insisted on the fact that the issues at hand - special status of sport,
protection of young players and respect of contracts - were of a global nature and
needed to be solved by the football family as a whole. She also indicated that the
European Commission would be expecting concrete proposals from the football
authorities by 31 October.

Franco Carraro, the chairman of the Italian league, echoed this sentiment in turn in
another phone conversation with the FIFA President after the same meeting in
Strasbourg.

FIFA President Blatter welcomed Mrs Reding's and Mr Carraro's comments, saying:
"FIFA remains committed to the adaptation of the international transfer system by
way of a dialogue taking into account the interests of all parties - including clubs and
players and national associations - concerned, not just at continental level but
globally as well."

Press Release by Scottish Executive - Statement by Rhona Brankin on football
transfer fees and EU law; 8 Sept. (News Release: SE2423/2000)

The Deputy Minister for Culture and Sport, Rhona Brankin issued the following
statement today regarding football transfer fees and European Union law;

"I am very aware of the current discussions about the football transfer fee system
and its compliance with EU competition and employment law.

"The current transfer system is not perfect but any alternative must achieve aims of
promoting youth development and assisting smaller clubs. I am very concerned that
clubs in Scotland are not discouraged from setting up football academies to help
develop our best young talent.

"Clearly sports, including football, must comply with the law but I hope that the
European Commission will apply the rules sympathetically, recognising the special



EU/00/16/1

7

characteristics of sport. It is helpful that the Commission has given football more time
to propose alternatives to the present system."

The Minister concluded:

"The Scottish Executive is keeping in close touch with the football authorities in
Scotland and the UK Government over this matter."
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ANNEX B

Evidence Submitted to the Committee (as of 13/9/00)

Football Associations/Bodies

[to be completed between 13th-19th September]

Clubs

Dundee United
Falkirk
Hearts of Midlothian

[others to be added in advance of the 19th September]
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Dundee United Football Company Ltd

We are of the opinion that the existing transfer system is of vital importance to
football. Some of the current benefits are as follows:-

1. Protection and encouragement of Youth Development – a vital part

2. Solidarity in terms of financial distribution

3. Stability of contracts and the benefits that this brings to all concerned within the
game

4. Integrity of competition

We would therefore stress that it is of great importance that the European
Commission recognises the “special case” of sport in general, and football in
particular.

James McLean
Chairman
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Falkirk Football Club

I am writing to you to request that this letter should be entered as a submission to
the Committee reviewing the proposals to abolish the current transfer scheme for
football players.  I am sending this to you directly on the advice of our local MSP,
Dennis Canavan.

1.1 Reasons for Submission

The reasons for an individual provincial football club to put forward their own
submission is:

1. Neither the Scottish Football Association (SFA) nor the Scottish Football League
(SFL) has sought any input or advice from their member clubs.

2. There has been little public or political debate on the abolition of player transfer
fees, and little opportunity for the people within the game to be heard.

3. The media attention has focussed on the impact of the proposed changes on
high value transfers and on the larger clubs.  Media attention has not focussed on
the large number of community based clubs and the consequences of changes to
the transfer system in these communities.

Falkirk Football Club could be said to be a typical example of an ambitious provincial
club.  I believe that the issues raised in this letter are therefore common to a large
number of other clubs.

1.2 Falkirk Football Club within overall football structure

Professional football in Scotland could be considered in four tiers:

1. The large city clubs whose ambitions are to compete at the highest European
level.  Key examples of this are Rangers and Celtic.

2. City clubs whose ambitions are to compete at the highest national level, e.g.
Hearts, Aberdeen

3. Provincial clubs whose ambitions are to compete at highest national level, e.g.
Motherwell, Dunfermline and Falkirk.

4. Small local clubs who compete in the lower leagues, e.g. Brechin, Cowdenbeath,
Stenhousemuir.

Revenues are brought into the game come through television rights, gate receipts,
merchandising and sponsorship.  These are very heavily weighted towards the tier 1
above and to a lesser extent to tier 2 above.  The only mechanism for the
redistribution of revenue to the smaller clubs is through the transfer system.

However, tiers 2, 3 and 4 have a large part to play in the providing the quality and
quantity of professional football in Scotland.  They also provide a significant social
amenity and community focus.

This submission looks at the impact of change on a tier 3 club.
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1.3 Background on Falkirk Football Club (FFC)

FFC plays in the Scottish League First Division.  It is a community-based business
owned and run by local business people.  It has a staff of 22 full time players, 11
young players on a Skillseekers programme, 10 full-time staff and 10 part-time staff
as well as a large number of part time staff covering match days activities and
coaching activities.

Last year FFC attracted an average home gate of approximately 3,500 and carried
an away support of around 1,000.  Despite increased commercial activity, for the last
few years FFC makes an underlying loss of between £300,000 and £500,000.  This
loss is alleviated to a varying degree through successful runs in cup competitions
and through the net proceeds from player transfers.

FFC is currently planning to invest £7 million in new stadium and football facilities.

The football club is an important part of the community in the Falkirk area through:

1. Providing senior professional football in Falkirk.
2. Providing a strong local sense of identity not just for the regular match attendees

but for the wider Falkirk community.
3. Providing an infrastructure for youth to gain professional football coaching.
4. Facilitating economic activity.
5. Providing specialist training and employment for talented young people.

1.4 Youth and Community Work at Falkirk

Despite its financial constraints, FFC employs a full-time youth development co-
ordinator.  Our annual spend on youth development is approximately £150k per year.
We have expanded the number of under-age teams to cover high quality, regular
coaching for groups of local young people aged from under 11 to 16.  In total almost
200 young people participate in our youth programmes.

We have also invested in the appointment of a full time community coach. The
Community Coach is working with Falkirk Council education department and a wide
range of community organisations, running courses and training events throughout
the community.  FFC also runs a successful women's football team, which reflects
our commitment to encouraging women's participation in Scottish football.

FFC is currently in negotiations with Falkirk College and Falkirk Council to establish
a Football Academy for Central Region.

1.5 Potential Impact of Changes to the Transfer Scheme

Youth Development

The investment made in youth football (at all ages) can only be recouped by FFC
through developing young players who can play for the senior team and can
subsequently be sold to other clubs.   If it becomes possible for young players to
leave to larger clubs without a transfer fee, the best young players will always be
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attracted by and to larger clubs.  A compensation payment is unlikely to provide fair
return as FFC may well invest in several hundred boys before a “star” is developed.
A compensation fee would have to cover possibly several years of youth
development investment.

If transfer fees are abolished for young players:

(a) FFC will stop or significantly reduce its youth development programme.
(b) The community will lose an important part of the sports and leisure

facilities available to youth in the area.
(c) FFC is unlikely to continue with its proposals with Falkirk College to

form a football academy.

Club Income

The overall structure of the transfer market as it currently exists provides for a flow of
funds from the bigger clubs down through the various levels to the smaller clubs.  It
is this flow of cash that sustains football at each level.  The transfer system is the
only current mechanism which provides a trickle down of large club revenues to the
rest of the game.

As stated above, FFC is reliant on the net income from player sales to set against
running costs and reduce losses.  Even the potential of such player sales provides
the impetus for continued investment by FFC.  If net transfer income was no longer
viable then:

(a) FFC would have to significantly cut its budgets and staff.
(b) FFC would not invest in the development of players (under or over age 24).
(c) FFC could not afford to keep better players and therefore could not compete at

the highest level.

This would likely force FFC to change to part-time football.

Competitiveness

In the current structure, it is still possible for clubs to perform above their expected
performance level based on their wealth.  There are many examples where through
good management, good youth policies or other factors, small clubs have had a
period where they have challenged the bigger clubs.  These clubs have been able to
do so because the existing structure provided barriers to larger clubs taking away
their best players.  The barriers are:

(a) The players are held under contract and so can not leave at will.
(b) To take a player out of contract may involve a large transfer fee which the smaller

club can decide whether or not to accept.

Without these barriers, smaller clubs will not be able to hold on to their better players
and so will not be able to sustain any challenge to the bigger clubs.  It is every club
and supporters’ dream to build a team to challenge the bigger clubs.  If this is
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removed, this may be the greatest threat to all but the largest clubs.  Few
supporters want their club simply to be a feeder club to a larger club.

A recent study into the game has statistically shown how the competitiveness in
leagues across Europe have been reduced - firstly though the abolition of the
maximum wage and secondly through the Bosman ruling.  This problem is not
unique to Europe or to football.  In the USA, specific legislation covering player
drafting, wage caps and contract terms is in place with the single purpose of
maintaining competitiveness within the sport.

The Board of Falkirk Football Club believes that the current transfer system does
provide sufficient protection for youth development, supporting club income and
league competitiveness and would favour its retention.  In considering these issues, I
would ask the Committee to take particular note of the potential impact on local
communities where they may be deprived of local senior professional football, and
where the youth will be deprived the opportunity of developing their natural.

Martin Ritchie
Chairman, Falkirk Football Club
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Hearts of Midlothian plc

I refer to you recent communication with regard to the above subject.

We are working closely with the Scottish Premier League and the Scottish Football
Association to lobby against the abolition of football transfer fees.

Along with most other Football Clubs throughout Europe we believe that the abolition
of transfer fees will have a severe economic impact on particularly medium to small
sized Clubs.

It is of vital importance that the Scottish Parliament and the British Government act in
concert to lobby the European Commission to severely reduce there intention with
regard to transfer fees and indeed the contract position for professional footballers.
Regards

Chris Robinson
Chief Executive
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CONVENER’S RECOMMENDATION

Structural Funds

1. The Committee has been made aware that some organisations are stating that they are
experiencing difficulties with the applications procedure and electronic systems for
European Structural Funds. This is obviously relevant to the future annual review by the
European Committee of the implementation of Structural Funds. Therefore, it is
recommended that:

The Convener prepares a letter to be sent to various organisations to collect
their views on the above issue. This will be supplemented by a press release
for the European Committee’s homepage on the Parliament’s website. The
Clerk to the European Committee will prepare a synopsis of the responses for
the Committee, to feed into the annual review of the Structural Funds. Should
there be any need for urgent action, proposals will be brought forward first to
the Committee

Tobacco

2. It is noted that the EU continues to “subsidise” tobacco growers to the order of £800m
p.a. whilst only spending much smaller sums on smoking prevention. It maybe that the
“subsidy” in question is indeed a subsidy for tobacco production. However, it maybe
some sort of means of helping stop production and/or compensate producers for loss of
income due to reduction in production etc.

It is also noted that the policy of subsidising this product appears to be at odds with EU
policy in other areas such as health and education. First, Article 152 EC provides that “a
high level of human health protection shall be ensured in the definition and
implementation of all Community policies and activities.”  In its Communication on a
health strategy for the European Community, COM (2000)285, the Commission sets out
how it is working to achieve a coherent and effective approach to health issues across all
the different policy areas.  Certainly a decision to continue these subsidies badly reflects
on the new public health powers in the Treaty and this policy statement. The
recommendation of the Convener is that:

The Committee holds a first discussion on this matter at the meeting of the
19th September and agrees any proposed action

ASP

3. Amnesic Shellfish Poisoning: European testing regulations. The recommendation of the
Convener is that:

The Committee holds a first discussion on this matter at the meeting of the
19th September and agrees any proposed action
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New work programme and procedures

4. Following the discussion at the European Committee before the summer recess, the Clerk
to the European Committee has redrafted the (draft) report entitled - Proposals for new
working procedures and a revised work programme for the European Committee
(September 2000 to June 2001). The recommendation of the Convener is that:

The Clerk to the European Committee circulates this draft after this meeting
(19th September) and invites comments/suggestions from the Members in
advance of the next scheduled meeting of the Committee (3rd October). The
Committee is asked to note that this document contains ideas to revise the
current work programme and to recommence with the scrutiny of EC/EU
documents from the next Committee meeting. It is intended that the revised
work programme be agreed on the 3rd October.

Section 57 of Scotland Act 1998

5. Under the terms of section 57 of the Scotland Act 1998, despite the transfer to the
Scottish Ministers by virtue of section 53 of functions relating to observing and
implementing obligations under Community law, any function of a Minister of the Crown
in relation to any matter shall continue to be exercisable by him as regards Scotland for
the purposes specified in section 2(2) of the European Communities Act 1972.

In effect, section 57 allows UK Ministers to implement Community legislation on an UK-
wide basis. An example of this was identified in the answer to a PQ on the 28th July:

Karen Gillon (Clydesdale) (Lab): To ask the Scottish Executive what the position is regarding
implementation of EC Directive 97/52 relating to public contracts. (S1W-8923)

Mr Jack McConnell: This particular directive, which predates devolution, makes relatively minor
technical amendments to existing directives on public procurement which have already been given
effect in UK law. Separate implementation for Scotland would simply create two sets of amendments
to existing UK Regulations. This would cause unwarranted complications for those wishing to
interpret the legislation and, given that there is no particular Scottish dimension here, I have agreed
that the implementation should be on a UK basis. A copy of the implementing Regulations, which
have been laid before the UK Parliament, will be placed in the Scottish Parliament Information
Centre.

By virtue of Rule 6.8.1(b) of the Standing Orders, a function of the European Committee
is “to consider and report on “the implementation of European Communities legislation”.
It is suggested, therefore, that there may be alternative means other than the use of a PQ
of ensuring that the European Committee can consider its obligations under this Rule.
Moreover, the capacity of the Committee to monitor reliance by UK ministers on this
authority, is dependent on the Scottish Executive willingness to lay an inspired PQ to
enable the European Committee to monitor it.  This cannot be seen as facilitating the
European Committee’s task.

To do so, with respect to the use of section 57 of the Scotland Act 1998, it is proposed
that the Scottish Executive should write to the Convener in advance of any use of these



EU/00/16/2

powers so that adequate consideration can be given by the Committee as to the rationale
for such a route being taken. The recommendation of the Convener, therefore, is that:

The Convener write to the Scottish Executive to request that they give effect to
the proposal outlined in the paragraphs above. There should be a formal and
systematic obligation on the Executive at least to advise the Committee as to
how it intends to go about fulfilling its obligations i.e. by primary legislation,
subordinate legislation on a GB/UK basis or territorial subordinate legislation. It
is suggested that the Executive should draft an Executive note as is done for
Scottish Statutory instruments.  This would not be more onerous that the
suggested route of an inspired PQ.

Hugh Henry MSP
Convener
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