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Background... 
There is increasing interest in involving the private sector in the provision of public services and infrastructure, and it is beyond 

question that this can be a legitimate government approach to meeting community needs. 

The contract for the Joondalup Health Campus signed in April 1996 will provide expanded local hospital services and facilities 

for a period of 20 years and has a net present value that is expected to exceed $300 million. 

What the examination found... 
The project was set in the context of a 1993 review which identifi ed the need for additional hospital services for Joondalup 

residents, and a Government policy to encourage greater involvement of the private sector in the provision of hospital services. 

The Health Department of Western Australia (the Department) managed a competitive process which had a scope limited to 

bids from the private sector in relation to two models of private sector involvement, the model involving the provision of both 

services and facilities by the private sector being preferred. 

The State may benefi t from a range of risks transferred to the Operator and the potential for savings relative to the public 

sector alternative if lower costs can be negotiated for additional services. Wider potential benefi ts of the contract include 

improved planning and effi  ciency of metropolitan public hospitals. 

However, there is not reliable information to establish that the contract provides net tangible benefi ts relative to the public 

sector alternative and there are risks to the State related primarily to reduced fl exibility, ensuring the quality of services, 

selective treatment of patients and cost shifting. 

The extent to which the contract will deliver net benefi ts depends critically upon whether the Department succeeds in 

minimising the impact of risks and negotiating each year substantial quantities of additional services at competitive prices. 

What the examination recommended... 
Where in future the Department is involved in similar projects it should: 

follow without omission a logical sequence of planning stages; and 

seek to make meaningful comparisons of private sector bids with the public sector alternative and inform key decisions 

with comprehensive evaluations of the benefi ts, costs and risks involved. 

In relation to the management of the Joondalup Health Campus contract the Department should: 

seek to ensure that services of the desired standard are purchased at competitive prices and that service related risks are 

minimised; 

report publicly on the Operator’s performance in delivering services to public patients; and 

develop, document and implement a risk based contract management strategy. 


