
	Purpose:

	This paper outlines in detail the finance and governance issues associated with the proposed launch of a self-funding Local Strategic Partnership community newspaper in early autumn 2008, and explores the opportunities and risks presented by the identified sources of funding.



	Recommendations:

	Board members are asked to:

· Support the proposals for RMBC to publish a self-funding community newspaper on behalf of the Local Strategic Partnership
· Take the proposals through the governance arrangements of their own organisations, supported by a summary briefing note to be drafted by the RMBC Head of Corporate Communications and Marketing on the key principles of agreement 

· Agree to participate in detailed discussions on governance, editorial and advertising policies and procedures between now and the proposed launch of the publication in early autumn 2008


	Background:

	In August 2007, the Council’s Corporate Management Team approved in principle research into a single community newspaper for Rotherham – self-funded through advertising revenue; produced on behalf of the Local Strategic Partnership, and replacing the current Rotherham Council Matters. 
The proposals were subsequently referred to the LSP Chief Executive’s Group (1st October) and Board (29th November) where endorsement was given to further detailed work on the potential business case, funding mechanisms and options for the production and distribution of the new-style newspaper, with further consideration of the relevant legal implications.

The main potential source of funding for the publication was considered to be, where appropriate, Council spend on recruitment and statutory public notice advertising. LSP funding of £3k was identified to fund initial research into the feasibility of the project, alongside other funding options, including commercial advertising revenue.

The outcomes of this work have been used to inform this report and recommendations, along with discussions with relevant council officers (eg legal, planning, strategic HR) and research into similar council-led publications, such as East Riding News and NY (North Yorkshire) Times.


	Analysis:

	a)    GOVERNANCE AND LEGAL ISSUES

The Council does have the powers to publish a newspaper. Section 142 of the Local Government Act 1972 allows a local authority to publish information about the services in their area or the functions it carries out. The Council also has the powers of wellbeing contained in the Local Government Act 2000 to do anything which promotes the economic, social or environmental well-being of the area. Section 111 of the 1972 Act also gives local authorities the power to do anything calculated to assist or incidental or conducive to the exercise of their functions – eg raising advertising income to support the publication of the newspaper. The new duty to collaborate would also provide further support for a proposed LSP newspaper.

However, any newspaper published must not publish any material which in whole or part appears designed to give support for a political party, and it must comply with the guidelines on pre-election publicity.

Legal advice suggests that the preferred governance arrangements for the production and management of the publication should be as a function of RMBC, operating on behalf of the Local Strategic Partnership. It would not be necessary to establish a separate company for the purposes of trading.   Subject to the final delivery model, the Editor could be employed by the Council, and subject to its policies and procedures, including legal requirements.  

The law of libel applies to published defamatory statements in written, printed or some other permanent form, which are about or concern the allegedly defamed person and which have been communicated to someone else.  There is therefore a risk, albeit a relatively low one, that the Council and/or its partners could face a claim of libel as a result of a statement made in the newspaper.  There are of course a number of defences to a claim, one or more which could be utilised in appropriate circumstances.  

The Council does have insurance against the risk of having to pay damages for libel, or against other risks of liability arising from the publication of the newspaper.  The immunity in section 265 (protection of local authority and their officers from personal liability) of the Public Health Act 1875, as amended, and the council’s indemnity for members and officers may also apply in appropriate circumstances.  

Should the proposals go forward to procurement,  it is recommended that Bevan Brittan, the Council’s external legal advisers, are kept informed throughout the process to provide appropriate advice on legal issues.

b)
FINANCIAL MODEL AND FUNDING SOURCES
Initial estimates suggest that the costs of producing a 16-page monthly newspaper, full colour throughout and distributed free to every household and business in the Borough, will be in the region of £302,000. This includes the cost of design, print, distribution and photography, the possible employment of a full-time Editor (based on current market rates) and other costs detailed in this paper.

However, it does not include any agency charges incurred for the handling of advertising artwork and sales. A precise figure for this is unlikely to be available until the interest of the market is tested in the procurement process, and a final delivery model is confirmed from the range of possible options.

It is assumed where additional editorial support eg sourcing news stories, story writing, etc is required, this will be provided by communications and PR leads within the LSP agencies where these are available, or other appropriate officers, and as a result will be cost neutral to the project, at least in the early phases. This should be reviewed on a regular basis to determine whether this workload is sustainable in the longer-term. 

For RMBC, this would involve not only the Corporate Communications and Marketing team, but also the network of officers with responsibility for communications and marketing activity across all Strategic Directorates. Funding is expected to come from four main sources:-

i) Budget currently spent on Rotherham Council Matters –   print/production and editorial costs totalling £74k a year would be diverted to the new publication.

nb this is the only fixed funding currently identified. Items ii) to iv) below are variable.

ii) Other Financial Commitments from LSP Organisations 

The £8k budget for the RMBC annual report – currently published as a supplement to Rotherham Council Matters - could potentially be diverted to the project.

Rotherham Primary Care Trust has indicated it will be happy to invest in the new publication through recruitment and other advertising, where appropriate, and other editorial opportunities.

For the purposes of the financial model, and to demonstrate tangible commitment to the project, it is suggested that each of the partner agencies determines an indicative annual sum available for investing in the proposed newspaper.

iii) RMBC Recruitment Advertising

It is envisaged that where appropriate, the proportion of RMBC’s overall net media spend which is channelled into local recruitment advertising – around £234,000 per year - could be diverted to the new publication. 

Vacancies for teachers should not be included in the initial funding stream because where the advertisements are placed is outside the Council’s control. However, it is envisaged that as the newspaper becomes established, schools may shift at least some of their spend to the new publication, given that it will be delivered to all households and businesses in the Borough.

iv) Statutory Planning/Transportation Notices

Currently, the bulk of the budget for placing of statutory public notices – around £80k - is spent by Environment and Development on planning notices and temporary road closures. 

Legal advice states that there are two issues to consider in determining whether it is appropriate to use a Council newspaper for advertising statutory notices – the first is whether it is legally permissible, the second is whether it is practical to do so.

Planning

In the case of planning, the legislation states they must be published “by local advertisement” – defined as “publication of the notice in a newspaper circulating in the locality in which the land to which the application relates is situated”. 

The key issue, therefore, is the definition of “newspaper”, and there are
 Relatively few statutory provisions which provide this. 

However, the Newspaper Libel and Registration Act 1888 defines it as “any paper containing public news, intelligence or occurrences or any remarks or observations therein printed for sale and published periodically or in parts or numbers at intervals not exceeding 26 days”.

There have been concerns in other areas that the use of a monthly publication – ie once every calendar month – could be problematic. There are performance indicators regarding the determination of planning applications, based on the time taken for determination. This may mean that it is not possible to delay some advertising applications to coincide with the publication date of the newspaper.

BVPI 109 states specific timescales within which a) major, b) minor and c) other planning applications must be considered and determined – “major” within 13 weeks, “minor” and “other” within eight weeks.  

A number of minor and other applications, particularly applications relating to conservation areas or listed buildings, are required to be advertised but as they have a short determination period only a proportion of those could be channelled through the new publication. 

Around 90 major applications are received each year, and a greater number of these are likely to be appropriate for diversion to the new publication - though even these may risk challenge if the paper’s production schedule leaves little time between the closure of the consultation period and the deadline for determination.

Temporary Road Closures

Generally speaking, RMBC has longer notice of the requirement to place advertisements relating to temporary road closures, and therefore these provide greater scope for the diversion of spend.

Others

It is necessary to look at the statutory provision and any specific restrictions relating to each type of other statutory notice. For example, the Local Government Act 2000 requires a Council to publish notice of the adoption of its Code of Conduct. In essence, it can be advertised in any newspaper published by the Council, but must also appear in at least one other newspaper circulating in the area.

In summary, it is impossible to predict the volume and nature of statutory notices each year, and which will be suitable for advertising in the new publication. An indicative sum of £30,000 – around one-third of total spend – has been included in the financial model.
v) Commercial Advertising

Independent advertising agency advice suggests that the new publication would need to be published for some six months before significant commercial advertising revenue could be generated. This is due to the product not being tried and tested for any period of time, and the need to compete against the advertising rates of other established media in the area. 

However, over time, there is potential for such advertising to increase, and it is recommended that the generation of such revenue is handled through the procurement of specialist external support, rather than the direct employment of a dedicated advertising salesperson.  

It is also envisaged that departments and services within RMBC will purchase space in the new publication on the basis that it will reach every household and business in the Borough.  Other partners should also be committed to promoting the publication as a key advertising channel – eg Rotherham Chamber to local businesses.

Each of Rotherham’s seven Area Assemblies currently produces its own local newsletter, as do Safer Neighbourhood Teams. There is potential for pages in the newspaper to be devoted to community-based issues in each, or alternative, editions of the publication, with the cost of this space charged to the relevant budget.

c)
STRATEGIC DIRECTION OF RMBC RECRUITMENT AND OTHER ISSUES

            Detailed discussions have taken place with officers in Strategic HR in the preparation of this paper.

ii) It is important to note that the strategic direction of RMBC recruitment is away from paper-based media, and towards a “web-centric” approach – ie driven through the RMBC website, with a greater emphasis on generating “talent pools” as opposed to specific job ads in some job areas, eg admin and clerical. 

This means that over time, the spend on recruitment advertising – the primary source of funding for the newspaper - is projected to reduce, potentially to 35 per cent of its current level. 

As part of the market testing process, it will be necessary to determine whether this sliding scale of investment can be countered by an increasing amount of commercial advertising.

RMBC recently approved plans by Strategic HR to introduce a new Recruitment Management System, which will support the above strategic shift, and which will be funded through Invest to Save. 

d)
DISTRIBUTION

The model for producing editorial, production, print and distribution of the proposed newspaper would be determined through the procurement process. 

However, it will be necessary to guarantee 100% reach to all households and businesses in the Rotherham Borough – a total of almost 148,000 copies. 

In time, the LSP should also seek Verified Free Distribution (VFD) status for the newspaper – an independent audit of circulation, where householders and businesses would be contacted by telephone to check they are receiving the publication as they should, on the correct day. This would involve a one-off registration fee of £424 to the Audit Bureau of Circulation, with annual subscription fees and audit charges of approximately £2,000.

e)
MARKET RESEARCH

As core objectives of the new publication are to help Rotherham citizens become more informed about life in the Borough, and more engaged in how their communities and local services develop, it is recommended that market research is factored into the project plan for the newspaper, to help develop key criteria for its success – over and above the current Reachout citizens’ panel.  An indicative cost of £2,000 per year should be built into the financial model, in addition to feedback and participation mechanisms to be built into the newspaper itself, eg letters to the Edtor, guest columnists, etc.

f)
INTERNAL AND EXTERNAL COMMUNICATIONS PROGRAMME

The creation of the new publication and an embargo on the advertising of jobs in local media will present a significant culture change for managers within RMBC, and potentially within other LSP agencies who commit to the new way of working. 

A major programme of cascade communication will be necessary to inform and persuade staff of the objectives of the publication – including the ability to drive out efficiencies and better targeting of Rotherham citizens – and how their advertising spend will contribute.

Similarly, it will be important to factor in some costs of promoting the publication to Rotherham citizens and businesses as a vehicle for statutory notices, recruitment and other advertising, in the early phases of the project. 

g)
PROCUREMENT

The procurement would be managed by RBT, as the Council’s partner charged with this task.  

It is recommended that RBT is engaged at the earliest opportunity to identify the nature of the procurement process, the costs to be incurred in undertaking the work and to ensure that the proposals are shaped by the market and commercially viable – particularly given the ambitious nature of the procurement timetable.

The earliest publication date for the publication is likely to be September 2008, given that the costs involved will necessitate procurement through OJEU. Based on a Cabinet decision to proceed on 12th March, the contract is unlikely to be awarded before 1st July, with possible contract mobilisation in mid August.

h)
EDITORIAL ARRANGEMENTS 

It is proposed that detailed arrangements for setting the strategic direction of the publication, content management, policies and procedures (eg ethical advertising) will be developed in parallel with the procurement process as the proposals are market tested.

However, it is envisaged that the strategic direction and key messages communicated through the publication would be set by a high level Editorial Board, with an independent chair- preferably a former journalist with experience at Editor or News Editor level -  and comprising LSP Chief Executives or their Board level representatives. This group would meet a maximum of four times a year.

The day to day management and content of the publication would be led by the Editor of the publication, accountable to the Head of Corporate Communications and Marketing, and working with the communications and marketing leads within other LSP agencies.


Progress reports will be provided to members during the procurement   

            process.

i)
INTERIM ARRANGEMENTS
The RMBC Cabinet has agreed to produce one further issue of Rotherham Council Matters in June 2008, as it was felt that a seven-month period (the last issue is dated February 2008) without a direct door-to-door distribution of information to local residents was unacceptable.This will, of course, result in a reduction of the £54,000 accounted for in the current year. 




	Proposals and Concluding Comments:


	There are a number of risks and uncertainties associated with the project:

In summary, these are as follows:-

1. The commercial viability of the proposals are as yet largely untested.


2. The issues relating to the strategic direction of recruitment advertising, the need to pay back the Invest to Save monies, and the impact on the amount of advertising spend available to support the new publication, require consideration.

3. Managers may be resistant to saving up four weeks of local advertisements to run in the publication, and may opt simply to use the weekly e-bulletin – thereby resulting in a drop in advertising revenue for the newspaper.

4. Other LSP partners have to date not committed significant funding to the project, leaving RMBC with the majority of the financial risk under the current model. 

5. The amount of recruitment, statutory notice and commercial advertising will remain uncertain, and subject to market forces.

6. High volumes of RMBC advertising in local media currently attract significant discount on space (38 per cent in the Sheffield Star) – these rates may reduce, generating additional expenditure for RMBC departments which continue to advertise their services locally.

7. Rotherham Council Matters is clearly branded as a Council publication, to support the objectives of the Reputation campaign. Advice from the LGA is that the new publication should also be branded as RMBC, as the primary partner in the project. This may not be acceptable to the LSP.

8. The distribution of planning notices across both local paid-for media and the new publication could cause confusion with residents, and leave RMBC open to challenge.
9. Contingency staffing to cover the Editor’s post.
10. The attitude of the local media towards the new publication is untested.

 


	Cross-Spoke Implications:

	A self-funding, community newspaper produced on behalf of the LSP would play an important role in re-establishing an identity for the area rather than the individual organisations, promoting seamless services and a renewed sense of pride and belonging in support of the national place-shaping agenda.

Publishing a regular council magazine or newspaper to inform residents is one of the core actions in the Local Government Association’s Reputation campaign.

The project – which supports the delivery of all vision themes in the Community Strategy - has the potential to create financial efficiencies by reducing expenditure on advertising.


	Financial Information:

	See earlier sections.

The costs given for the commercial model described in this paper are based  

 on current market rates. There is scope to reduce these costs for high 
 volume, longer-term contracts etc through negotiation in the procurement 
 process, and it is recommended that these discussions are formally opened 
 with RBT as soon as possible. This will also allow the model proposed to be 
 market-tested for viability. We will be presenting at the meeting a detailed analysis of the financial plan for the Project including financial risks and opportunities
.


	Further Sources of Information:

	Local Government Reputation Project –  Improvement and Development Agency /Local Government Association, 2005; Corporate Communications and Marketing Strategy, RMBC,  2005 – 2008; A Comprehensive View of Local Government Communications Today, Karian and Box,2007; The Business Case for Communications, DCLG/IDea, 2007.




	Contact Details:

	Lead Officer: Tracy Holmes

Job Title: Head of Corporate Communications and Marketing 
Lead Organisation: Rotherham MBC
Contact Tel. no: 01709 822735
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