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Disclaimer 

Territory Health Services (THS) has prepared this document and the information to give potentially interested parties 

background information on the proposed Hospital Projects. This document does not form part of the selection or eval

uation process. It is intended to inform interested parties of the Government's intention to develop a contestable mar

ket for the proposed Hospital Projects and the project management process. It contains statements or representations 

which may be incorrect and estimates or projections which are based on assumptions which may be false or unjustified. 

Whilst THS has taken care in the preparation of the information contained herein and believes it to be accurate, neither 

THS nor the Government, nor any of its advisers, gives any warranty, or makes any representations, express or implied, 

as to the currency, completeness or accuracy of the information contained in this document or any information which 

may be provided in association with it. 

The information is not intended to be exhaustive. Interested parties are required to make their own enquires and 

respondents will be required to confirm in writing that they have done so and that they do not rely upon the informa

tion in submitting an Expression of Interest. The information is provided on the basis that it is not binding on THS, the 

Government or any of their officers, advisers or agents. 
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TERRITORY H E A L T H SERVICES 

MINISTERS MESSAGE 

Minister Denis Burke 

Minister for Health, Family 

and Children's Services 

This document contains the 

blueprint for the systematic 

upgrade, redevelopment and 

refurbishment of our hospitals. 

The Government wants to 

ensure that we establish the 

right foundations now to 

provide for the future demands 

of Territorians; to provide 

modern, culturally and 

climatically appropriate 

facilities; and to increase the 

range and number of clinical 

services available to Territorians. 

Since I became the Minister 

responsible for Health in June 

1996, I have become 

increasingly aware that we face 

two major problems: 

The ever-increasing demand on 

and cost burden of our acute 

care facilities - our hospitals; 

and, the urgent need to place 

more and more emphasis (and 

funding) on primary health 

care. Governments have finite 

sources of revenue and unless 

we are able to deal with, and 

contain, both hospital demand 

and costs we will never be able 

to adequately achieve the 

primary care objective. That in 

turn means the morbidity levels 

- particularly among Aboriginal 

Territorians - will not improve 

at the rate they should which 

places even more pressure on 

the acute care end of our health 

system. 

Through the dedicated service 

of many health workers, both 

within and outside the public 

sector, we have made huge 

improvements in the general 

health status of Territorians and 

in the efficient operations of 

our hospitals. It is not enough. 

The system has basic structural 

problems such as outmoded 

hospitals and lack of access to all 

available sources of funds (in 

particular Medicare and private 

health insurance). 
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We are not alone in the 

problems we face. Throughout 

Australia demand for acute 

hospital services has consistently 

outstripped population growth. 

A small part of the increased 

demand is due to the combined 

effects of population growth 

and ageing. However, the 

major cause of increased 

demand is the ongoing 

improvements in medical 

technology (new diagnostic 

techniques, new and less 

invasive surgical techniques, 

new drugs etc). Here in the 

Territory we have the added 

factor that 28 per cent of 

Territorians are Aboriginal and 

more than 60 per cent live in 

rural and remote areas. 

Nor are we alone in seeking a 

better way to provide health 

services, in fact we are the last 

jurisdiction in Australia to 

pursue the option outlined in 

this document. By seeking 

private sector involvement, 

federal and state governments 

have gained vital new facilities 

and services for their 

communities much sooner. We 

can and will learn from what 

has been done elsewhere; we 

have enlisted the help of the 

Victorian and Western Australian 

Departments of Health; we will 
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acknowledge the mistakes that 

have been made elsewhere; and, 

we will attempt to emulate the 

successes. 

I cannot stress enough that 

what we are NOT doing is 

selling off our hospitals and 

abrogating the Government's 

responsibility for the provision 

of health care to Territorians. 

In his report to the Western 

Australian parliament on a 

similar project, the WA Auditor

General put it this way: 

"A contract with a private entity in 

no way reduces the government's 

responsibility and accountability for 

the services provided on its behalf. 

Equally, and by direct extension) the 

government department is not 

relieved of its responsibility and 

accountability when the contract is 

signed - it is only the process of 
delivery which has changed.)) 

I could not agree more. We are 

not talking about privatisation, 

which involves the selling of 

Government assets and no 

further responsibility on the 

part of the Government. 

Under the option outlined in 

this document the NT 

Government still retains overall 

responsibility for public hospital 

care and we are not selling off 

any of our hospitals. 

There will be a strict contract 

between the Government and 

any private operator which will 

stipulate exactly what 

Territorians expect from their 

hospitals. The negotiations on 

that contract will also ensure 

that our highly valued hospital 

employees do not lose out. 

The Government has given the 

assurance that there will be no 

forced redundancies and no one 

will be forced to work for any 

private operator. If staff choose 

to stay with the public service 

they will be redeployed and/ or 

re-trained. 

Your comments on this plan are 

welcomed and can be 

forwarded to: 

Ms Vera Dukie 

A /Director Marketing and 

Communications 

Territory Health Services 

PO Box 40596 Casuarina 

NT 0811 

Telephone: (08) 8999 2964 

Facsimile: (08) 8999 2600 

Email: vera. dukic@health.nt.gov. au 

Your local MLA or their 

Electorate Office will, I am 

sure, be happy also to pass on 

any comments and if you 

would like any more 

information you can contact 
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1800 008 002 (free call). 

Monday to Friday between 

8.00am and 5.00pm. 

Finally, let me assure you that all 

Government has done at this 

stage is ask for Expressions of 

Interest from private operators. 

They will have to meet our 

strict standards and offer 

Territorians better and 

expanded health care facilities 

before we even consider taking 

the next step. Even so this first 

step has not been an easy 

decision for Government to 

take, although I believe we must 

do something to provide better 

overall health services for 

Territorians, to meet the 

challenges of ageing and out

moded buildings; technological 

advances; changes in medical 

practices; and demographic 

changes. I believe that the 

only option that can be ruled 

out in this process is continuing 

on the way we are. 

Sincerely 

Denis Burke 

Minister for Health, Family 

and Children's Services 

November 1998 
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EXECUTIVE SUMMARY 

As part of the implementation 

of its Territory Health Care 

Services Plans, the Northern 

Territory Government is 

considering possible private 

sector involvement in its 

hospitals. 

This publication is designed to 

outline important information 

about the process by which the 

Northern Territory 

Government will seek potential 

private sector involvement. 

It does not form part of the 

evaluation and selection process 

but provides relevant 

information covering each of 

the five hospitals and a possible 

sixth one in Palmerston, and 

outlines the process by which 

the Northern Territory 

Government aims to 

implement this exciting and 

vital expansion of our public 

health care facilities. Consistent 

with this aim, information is 

provided which addresses: 

Springs, Gove, Katherine, 

Palmerston, Royal Darwin 

and Tennant Creek; 

• the project management 

process, including a 

proposed outline of the 

timing and steps within the 

evaluation process; 

• the Probity Plan and the 

role of the Probity Auditor; 

• the Territory Health 

Services department and its 

role in the proposed 

Projects; and 

• background information on 

the Australian Health Care 

System and the Territory 

Public Hospital System. 

Proposed project timetables are 

provided in this document. 

Interested parties should note 

that the first stage of the 

evaluation and selection process 

involves Expressions of Interest. 

Expressions of Interest will be 

sought for all projects and it is 

anticipated that interest will be 

expressed in combining Alice 
• the role of the private sector; Springs and Tennant Creek as 

• details of the six proposed one project and Gove, 

Hospital Projects - Alice Katherine, Palmerston and 
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Royal Darwin Hospitals as a 

separate project due to current 

patient referral patterns. 

Registrations of Expressions 

of Interest close with Territory 

Health Services on 20th 

January 1999 and must 

conform with the Territory 

Health Services document 

available from Ms Belinda 

Fluder - address below. 

To preserve the integrity of 

the tender process, all future 

enquiries from private 

providers regarding the 

proposed Hospital Projects 

should be directed only to: 

Ms Belinda Fluder 

Director 

Health Investment Unit 

PO Box 40596 Casuarina 

NT 0811 

Telephone - (08) 8999 2604 

Facsimile - (08) 8999 2600 
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Those parties interested in Please telephone (08) 8999 2964 

registering an Expression of for further copies of this 

Interest are not to directly document. 

contact staff and Board Members 

of the Hospitals, or any officers This document is 

ofTerritory Health Services, available on Territory Health 

NT Treasury, Department of the Services Web site: 

Chief Minister, or any http:/ /www.nt.gov.au/nths 

Government Minister or their 

offices regarding any proposed 

Hospital Projects related matter. 

Any interested parties, which 

disregard this direction, may be 

eliminated from the Expressions 

of Interest phase, the formal 

tender process or any other 

related process. 
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The Northern Territory 

Government in accordance 

with its Territory Health Care 

Services Plans is seeking 

possible private sector 

involvement in the provision of 

expanded and improved public 

health care facilities and 

services to various 

communities throughout the 

Territory. 

These Territory Health Care 

Services documents outline a 

vision for the strategic 

restructuring of public health 

care services. The Government 

is committed that any service 

contracts with public or private 

operators will be for the systematic 

upgrade, refurbishment and 

redevelopment of the 

Territory's public health care 

facilities. To date, six projects 

have been identified as suitable 

for potential private sector 

involvement. The projects are 

listed below for two 

geographical areas due to 

patient referral and treatment 

patterns. 

The proposed 

Darwin/Palmerston/Katherine/ 

Gove Development Projects 

incorporate:-

• Complete rebuild or 

refurbishment of Royal 

Darwin Hospital to establish 

an integrated campus 

including public hospital, 

private hospital, day surgery, 

medical suites, long 

stay/ rehabilitation and 

community-based services 

to support its teaching, 

training and research roles. 

• Potential public/ private 

hospital with associated day 

surgery, community-based 

care and aged care at the 

rapidly developing corridor 

surrounding Palmerston. 

Demand projections 

indicate that there maybe 

sufficient work to warrant 

such a development. As a 

matter of principle, acute 

services should be 

accommodated as near as 

possible to the usual 

residential address of 

residents , subject to a 

population size sufficient to 
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support clinically safe, cost

effective services. There is 

no need for basic medical 

and surgical work to be 

referred to Royal Darwin 

Hospital. The present 

situation means Royal 

Darwin Hospital has 

had to be all things to all 

people rather than our 

premier tertiary hospital 

focusing on more 

complex cases. 

• Complete rebuild or 

refurbishment of Gove 

Hospital to establish an 

integrated campus based 

around a Polyclinic with 

public wards, private wards, 

day surgery, medical suites, 

long stay/ rehabilitation 

services and community

based services. 

Consideration will also 

be given to additional onsite 

hostel accommodation. 

• the option of a complete 

rebuild of the flood prone 

Katherine Hospital on 

another site. 
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The proposed Alice 

Springs/Tennant Creek 

Development Projects 

involving:-

• Rebuild or refurbishment of 

Alice Springs Hospital 

including a private hospital 

wing, day surgery facilities 

and new Accident and 

Emergency Department. 

The lack of private options 

and opportunities has made 

it difficult to attract and 

retain the range and quality 

of medical services that 

should be expected. 

Development as proposed 

will address this as will the 

advancement of teaching, 

training and research roles. 

Proposals for construction 

on another site will also be 

considered. 

• Redevelopment or 

refurbishment ofTennant 

Creek Hospital to include 

private hospital 

accommodation. 

These proposed projects are 

designed to meet the 

anticipated future demands on 

the Territory's health system. 

These demands include 

population growth in 

Palmerston and surrounds m 

particular, an ageing population 

and significant developments in 

technology and the practice of 

medicine, including the growth 

of day-only relative to multi

day hospital care. 

Access for public patients will 

not change as the hospitals will 

operate within the framework 

of the Commonwealth/State 

Medicare Agreement. Under 

the current Medicare 

Agreement, services are 

provided at no charge to the 

public / eligible persons and on 

the basis of clinical need. All 

eligible persons have the right 

to choose whether to be 

treated "at no charge" as a 

public Medicare patient or as a 

private patient with choice of 

doctor with fees either self paid 

or paid by a private health 

insurance fund or a 

combination of both. 

Contracts with private 

operators will ensure that 

public patients are treated 

according to their clinical 
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needs and at no charge. The 

Government will also impose 

and constantly monitor 

stringent measures to ensure 

provision of the highest 

quality care. 

The Government recognises 

that Territory Health Services 

staff have provided an 

invaluable contribution to the 

health of Territorians. The 

Government sees these staff 

continuing to play this role 

even if it should move to some 

arrangement with the private 

sector. 

The Government is committed 

to continuing its support of 

vital services provided in the 

areas of research and the 

teaching and training of health 

professionals. 
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Current Situation in 
the Territory 

While Territory Health 

Services faces the same 

problems as the rest of Australia 

there are several factors that 

present unique problems and 

make the future management 

of demand in the Territory 

even more critical. Included 

in these factors are-

• Large proportion of 

Aboriginal and Torres Strait 

Islander (ATSI) population 

with different health profiles 

than the non-ATSI 

population, significant 

additional morbidity as 

evidenced by increased 

service utilisation and a 

potentially large pool of 

unmet demand. As well as 

generating a high level of 

demand this section of the 

population tends to be high 

users of public rather than 

private services. 

• Relatively low supply of 

private hospital facilities 

despite the reasonably high 

level of private health 

insurance. 

• Relatively low supply of 

private medical staff. 

These factors mean that 

Territory Health Services is 

assuming a much larger role 

and responsibility than other 

State/Territory Health 

Departments across Australia. 

This translates not only to 

greater responsibility for 

service delivery but also to a 

direct financial responsibility 

for a wider range of service 

provision. Not only does this 

place additional demands upon 

the Territory Government but 

it places all risk for future 

demand with Government. 

Historically there has been a 

perception that the Territory 

Government had to provide a 

comprehensive range of 

services because of a lack of 

private sector interest in 

providing services, especially in 

remote communities. 

However, the current level of 

Government provision is a 

direct disincentive to private 

sector investment and is 

creating a self-fulfiling 

situation. This is locking the 
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Territory Government into an 

ongoing responsibility for all 

healthcare from primary 

services through to acute 

hospital care. This is an 

unnecessary burden on 

Government, a burden that will 

increase over time and a recipe 

for limiting the future range of 

health services. Further, 

additional ongoing expenditure 

on health can only be achieved 

through restrictions in 

Government expenditure in 

other key areas. 

Other characteristics of the 

Territory health services 

include-

• Relatively high costs of 

acute hospital care. While 

comparisons are always 

difficult the 1997 report of 

the Steering Committee for 

the Review of 

Commonwealth/State 

Service Provision indicated 

that the average cost of 

treating an acute inpatient 

(adjusting for differences in 

type of patient) in Victoria 

in 1994/95 was $2,269 per 
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patient, compared to a 

national average of $2,396 

and an average of $3,050 in 

the Territory. There are 

reasons for the differences 

(including extra costs for 

ATSI patients and costs for 

remoteness, differences in 

av.rard rates etc) . Despite 

these differences, the 

variations in cost appear 

large. This is especially so 

v.rhen it is recognised that 

since this time various 

Governments have negotiated 

service delivery contracts 

v.rith private providers for 

significant savings and 

improvements in physical 

facilities. 

• Lov.r rates of acute hospital 

admission. Compared to 

NSW, non-ATSI residents 

of the Territory appear to 

have significantly lov.rer rates 

of admission. This probably 

reflects a considerably lov.rer 

rate of diagnostic 

interventions and elective 

surgery - due to lov.rer 

supply of specialists and 

private infrastructure. This 

represents a pool of unmet 

demand. 

• Dated physical facilities. 
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Some of the existing 

hospitals are in dated 

physical condition. Even 

v.rhere the physical facilities 

are in adequate condition 

they are often or v.rill be 

dysfunctional for current 

and emerging medical 

practice. Medical care is 

rapidly changing. There is a 

major shift from traditional 

v.rard-based care to same day 

facilities, increased demands 

for intensive support 

(intensive care, coronary 

care), expanded theatre 

capacity, expanded 

diagnostic support and 
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integration of acute 

care with sub-acute care, 

rehabilitation and 

community-based care. 

Hospitals in the Territory 

are currently not designed or 

equipped to deliver high 

quality integrated care 

under emerging medical 

practice and a major capital 

works programme of 

rebuilding and re-equipping 

can be anticipated over the 

next decade. Failure to 

address this issue will greatly 

increase operating 

expenditure and 

substantially limit the 

quality of services by not 

being able to attract 

additional quality 

professional staff who 

demand modern hospitals 

and equipment. 

• High cost of administrative 

support. An earlier review 

indicated that Territory 

Health Services has a much 

higher proportion of. 

expenditure upon 

administrative/non-clinical 

services than other 

State/ Territory Departments. Demand Trends in the 
In part this reflects the Northern Territory 
complexity of administrative 

functions associated with the The projection of future 

extended range of services demand forms the basis for 

the Department is required efforts to plan future 

to offer. However, there is a requirements. 

clear need to redirect 

resources from administrative 

to service delivery functions. 

• Difficulty in recruiting and 

retaining medical staff This 

has been largely overcome 

in Darwin, mainly as a result 

of a concerted effort by key 

individuals. Other areas of 

the Territory have not had 

the same level of success. 

Even in Darwin, successful 

recruitment and retention 

has been achieved 

despite, rather than because 

of, the system. It is difficult 

to attract a full range of 

specialties, especially 

procedural specialists, when 

the opportunities for private 

medical practice are limited. 

10 

Using data from Territory 

hospitals over the past five 

years it is possible to undertake 

detailed projections of demand. 

These projections take account 

of population growth, 

population ageing, trends in 

admission rates, trends in 

average length of stay and 

trends in same day admissions. 

Detailed projections have been 

undertaken for each clinical 

specialty and separately for 

ATSI and non-ATSI 

populations (duetothcir 

different utilisation profiles). 

A separate report has been 

prepared outlining the 

methodology and results 

of the analysis. 

The following graphs 

summarise the results. 
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The ATSI admissions show 

substantial growth with an 

additional 2,600 same day 

admissions and an additional 

4,000 overnight admissions. 

Most growth is in obstetrics, 

cardiology and respiratory 

illness. (Excludes dialysis.) 

For the non-ATSI population 

there is strong growth in same 

day admissions (an additional 

5,700) but negligible growth in 

overnight admissions. This 

pattern is typical of results 

observed elsewhere in 

Australia. (Excludes dialysis) 
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Despite the overall trend there 

is a modest increase projected 

for ATSI beddays. This is 

mainly related to increased 

demand for cardiology, 

rehabilitation, respiratory and 

endocrine diseases. A total 

increase of 11,000 beddays is 

projected for ATSI residents -

equivalent to approximately 

35 beds . 

For the non-ATSI population 

there is no increase in beddays 

projected despite strong growth 

in admissions. Most growth is 

in same day admissions and the 

additional growth in overnight 

admissions is more than offset 

by continued reductions in 

length of stay. 
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The most obvious result from 

the analysis of beddays is that, 

despite population growth, 

ageing and the other influences 

on demand for acute care, 

there is no real requirement for 

an increase in beddays. The 

modest increase projected 

should be able to be absorbed 

within the existing bed 

numbers. However, there is a 

major shift required in the 

types of beds with a strong 

shift towards same day beds. 

The existing infrastructure will 

need to be improved to 

accommodate this shift in 

demand characteristics. 

costs of approximately 33% 

between 1997 and 2006. This 

corresponds to an increase in 

operating expenses in the order 

of $80-100M by 2006. 

The analysis of acute hospital 

demand for the Territory 

indicates that there is a need 

for a major overhaul and 

possible redevelopment and 

rebuilding of the existing 

hospitals. While there is no 

real need for an increase in bed 

numbers there is a need to 

reconfigure and re- equip the 

hospitals to meet the changing 

demand profile. To 

accommodate the projected 

Because the cost of services is future demand it is estimated 

more closely related to the that the Territory Government 

number of admissions it can be will need to inject 

estimated that the trends approximately $200-250M into 

outlined above will increase capital works over the next 

the operating requirements by decade or so and to increase 

an amount at least proportional hospital funding, in real terms, 

to the increase in admissions . by about $8-1 OM per annum. 

An increase in tertiary These estimates by the 

admissions will offset the Territory Health Services 

lowering of unit costs consultants are consistent with 

associated with an increase in requirements and experience in 

same day admissions. On this other States. 

basis it may be estimated that 

there will be an increase in real 

13 
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Developments 1n 
Other States 

All States and Territories have 

been faced with similar health 

challenges. Changes in medical 

technology, population growth 

and ageing population create 

demand for health services that 

places ongoing pressure on 

services. This situation will not 

change. The problems are 

exacerbated by the dynamic 

nature of health care delivery. 

In a practical sense this means 

that facilities designed and 

constructed as little as 10-15 

years ago can be functionally 

inappropriate for delivery of 

current health services - and 

certainly inappropriate for 

delivery of future services. 

These influences have placed 

enormous pressure on public 

health services throughout 

Australia. 

At the same time there have 

been major changes in the 

private hospital sector. The 

same influences that have 

placed pressure on the public 

sector have represented 

opportunities for the private 

sector. Over the past decade 

the private hospital industry 

has been expanding its range 

of services, from a base built 

mainly on discretionary 

surgery and long-stay medical 

services, to a current position 

where major private hospitals 

are able to provide the same 

range of services as the most 

sophisticated public hospitals. 

The expansion of services in 

the private sector has been 

accompanied by a decrease in 

the level of private health 

insurance in the community. 

Thus, while the private sector 

has been expanding the range 

of services, the underlying 

market (those holding private 

health insurance) has been 

shrinking. (The effects of this 

are less than expected because 

most of the loss has been from 

basic hospital cover tables and 

there has been an increase in 

self-insurance - but there has 

been sufficient shrinkage of the 

market to cause concern to 

both private operators and 

Government.) 
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Increased demand for public 

services combined with an 

increased capacity and 

capability in the private sector 

has inevitably led to the 

exploration of public/ private 

arrangements in the delivery of 

health services. There have 

been a number of service 

delivery agreements developed 

with governments throughout 

Australia. The range of 

public/ private service delivery 

partnership models include:-

Co-location of private 

hospitals on public campuses 

with extensive sharing of 

clinical, diagnostic and non

clinical resources. This has 

been the preferred model in 

New South Wales and has 

yielded good results in 

terms of integration of 

services but has not 

attracted private sector 

investment into the 

public sector. 
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• Private hospital integration 

with a public hospital. This 

usually involves the private 

sector taking over part of an 

existing hospital (usually via 

a long-term lease) and 

operating that part as a 

private hospital. Such 

arrangements often involve 

rebuilding, refurbishing etc. 

of many of the hospital 

facilities and provide 

opportunities for shared 

services, rationalised services, 

and service integration. 

• Private sector management 

of public hospitals. This is 

often accompanied by a 

rebuilding of the existing 

hospital and long-term 

management contract. 

Private operators may 

include, and usually do 

include, co-located private 

hospital beds and consulting 

rooms within a fully 

integrated campus. This is 

the model that has been 

pioneered in Victoria and is 

being adopted in 

Queensland, Tasmania and 

Western Australia. Results 

in Victoria have consistently 

indicated that under such an 

arrangement it is possible, 

under a 20 year contract, to 

achieve a complete 

rebuilding of the public 

hospital and an operating 

contract at a significant 

discount to the existing 

public hospital rates. 

Fundamental to these types of 

arrangements, that are rapidly 

expanding throughout 

Australia, is a recognition that-

• Most public hospitals are 

old and poorly designed for 

future hospital requirements. 

The cost of rebuilding, 

upgrading and re-equipping 

on an ongoing basis is large. 

• Expenditure on capital 

works in health reduces 

Government's ability to 

deliver and expand other 

services. 

• The public sector allocates 

substantially more to 

management/ administration 

than private sector providers 

who allocate a much higher 

proportion to direct service 

delivery. 
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• The private sector has a 

capacity to secure alternate 

sources of funding. Major 

savings to Government 

occur when an integrated 

development enables private 

and compensable patients to 

be treated in a private 

hospital rather than in the 

public sector. These patients 

do not need to be funded 

by Government and, given a 

choice, would prefer private 

hospital treatment. 

• Co-location of medical 

suites on campus not only 

provides convenience for 

the medical staff but 

provides a one-stop 

arrangement for patients 

requiring diagnostic testing. 

It also provides an 

opportunity for effective 

triage in Accident and 

Emergency. This is one of 

the most critical area of 

public service provision and 

the one with the most 

potential to engender public 

dissatisfaction. A large part 

of the problem results from 

primary care patients 
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( as opposed to genuine 

accident and emergency 

patients) seeking care from 

public hospital Accident and 

Emergency Departments. 

A fully integrated 

development including 

primary care on site enables 

the primary care patients to 

be referred to appropriate 

providers. This reduces the 

waiting time for patients 

and eliminates the primary 

care costs from the 

hospital budget. 

• The role of Government is 

to obtain the best possible 

health outcomes for the 

residents of the community. 

This implies an objective 

assessment of the best 

method for obtaining cost

effective, high quality 

services. Despite historical 

practice patterns there is no 

compelling reason for 

Government to provide 

services unless it can be 

demonstrated that they are 

able to achieve better health 

outcomes more efficiently 

than other potential 

providers. 

• The historic role of 

Government as both a 

purchaser and provider of 

services has often caused the 

role as a purchaser to be 

secondary to the role as a 

provider. This has resulted 

in a situation where the 'tail 

wags the dog' ie the 

providers specify what is 

required and the 

Government responds with 

funding. By separating the 

role of purchaser and 

provider, it is possible for 

the Government, through 

the Department, to be 

much more specific about 

what it wishes to achieve. 
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These trends in other States 

have particular relevance to the 

Territory. The development, 

throughout the Territory, of a 

total dependence upon 

Government health services 

greatly increases both the 

current and future health cost 

to Government and makes it 

imperative that alternate 

service delivery strategies are 

implemented. The following 

tables clearly show the extent 

to which the Territory 

Government has publicly 

funded health services ( to the 

exclusion of a viable private 

sector offering increased 

choice). 
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Public hospital expenditure per head - 1996/97 

1000 

900 

800 

"'O 700 
~ 
Cl.) 600 ..= 
~ 500 
Cl.) 

~ 400 
V;-

300 

200 

100 

0 
NSW Vic Qld WA SA Tas ACT NT 

Public non-hospital expenditure per head - 1996/97 

600 

500 

"'O 400 
~ 
Cl.) 

..= 300 
~ 
Cl.) 

~ 
V;- 200 

100 

0 

NSW Vic Qld WA SA Tas ACT NT 

17 



TERRITORY H E A L T H SERVICES 

BACKGROUND 

Role of the Private 
Sector in Managing, 
Building and 
Operating Hospitals* 

Australia's health care system is 

built upon a mixture of public 

and private sector financing 

and service provision. 

The private sector contributes 

in many ways, including private 

medical practitioners, health 

insurance, nursing homes, day 

procedure centres and 

hospitals. 

Like the publicly owned health 

sector, the private sector has 

the capacity to provide the 

most complex of services as 

well as efficient, low 

complexity services. Private 

hospitals: 

• are an essential component 

of Australia's health care 

system; 

• provide care for nearly one 

third of all admissions; 

• have invested heavily to 

improve their facilities and 

equipment; 

• are customer focussed and 

generally highly regarded by 

health professionals and the 

community; 

• have been operating 

successfully for more than 

100 years looking after 

public patients. 

Private hospitals play a vital 

and increasingly important role 

in the provision of hospital care 

in Australia. In 1996-97 the 

private sector provided 31.6% 

of all hospital episodes of care, 

and 26.1 % of the occupied 

beddays in Australia, up from 

28.5% and 13.6% respectively 

in 1992/93. 

Nationally, 45% of all private 

hospitals are "Not for Profit" 

facilities operated by church 

and charitable organisations. 

These facilities deliver 50% of 

all private hospital separations. 

The largest "for profit" 

operators are Mayne Nickless 

(HCoA), Australian Hospital 

Care, Ramsay Health Care and 

Alpha Healthcare. These 

publicly listed companies 

operate approximately 38% of 
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all private hospital beds in 

Australia, but practically none 

of the free standing day 

centres. The two largest groups 

operate over 50 hospitals and 

manage hospitals of up to 350 

beds. These operators care for 

public and private patients 

under contracts with State and 

Federal governments. 

Increased demand for public 

services combined with an 

increased capacity and 

capability in the private sector 

h as inevitably led to the 

exploration of public/ private 

arrangements in the delivery 

of health services. 

Total health services 

expenditure in Australia in 

1994-5 was $38.5 billion, 

representing approximately 

8 .4% of Gross Domestic 

Product. Of this amount 

29.2% of recurrent expenditure 

went to public hospitals and 

private hospitals accounted for 

7 .8%. In 1994-95 Australian 

private hospitals received $2.8 

billion in revenue, with 

operating expenditure of $2.6 

billion and $3 71 million of 

capital expenditure. 
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Contracting 
Arrangements 

To lessen their funding 

commitments, especially capital 

requirements and business risk, 

many governments are moving 

to various forms of partnership 

with the private sector. 

These partnerships include 

management agreements, joint 

service contracts for shared 

services, planned complementary 

services and co-locations. 

Examples exist in each Australian 

state of (up to 20 year) contracts 

between governments and the 

private sector. 

These joint-sector 

developments where whole-of 

hospital services have been 

contracted out to the private 

hospital operators fit with 

public infrastructure 

developments being adopted 

by many governments across a 

range of service sectors. The 

existence of long term, publicly 

funded and predictable cash 

flows ensures favourable access 

to private capital to fund 

the projects. 

Consistent with the concept of 

"purchaser-provider split" these 

arrangements give the Territory 

(the purchaser) an opportunity 

to negotiate various matters 

including price, volume and 

performance standards. 

(*The Industry Briefing Papers 

(August 1998) prepared by the 

Private Hospitals Association of 

NSW are acknowledged as the 

information sources above.) 
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ROYAL DARWIN HOSPITAL PROFILE 

Royal Darwin Hospital 
Redevelopment Project 

Overview 

Royal Darwin Hospital (RD H) 
is the principal acute care and 
tertiary referral hospital in the 
Northern Territory with 295 
authorised beds which includes 
25 psychiatric beds. 

RDH's Emergency 
Department is the trauma 
centre for the Top End and is 
frequently used by Broome 
and Kununurra. There was an 
increase in patients throughout 
the year, making it the busiest 
year on record. During June, 
3,147 patients were treated, 
a monthly record up to 
that time. 

RDH provides specialist 
services in anaesthetics, 
cardiology, emergency 
medicine, ear, nose and throat 
(ENT), forensic pathology, 
medicine, infectious diseases, 
respiratory, obstetrics and 
gynaecology, ophthalmology, 
orthopaedics trauma, 
paediatrics, psychiatry, 
radiology, renal, rehabilitation 
services, surgical, upper 
gastrointestinal, internal 
medicine, mental health, 
microbiology, cytology, 

histology, intensive care, spinal, 
pain, urology, neurology, 
rheumatology, sleep studies, 
dermatology, neurosurgery, 
oncology, plastics and oro
maxillo facial surgery. Patients 
requiring special care outside 
the scope of Territory hospitals 
are transferred interstate for 
treatment. 

Support teams of dedicated 
staff in areas of nursing, allied 
health professionals and 
Aboriginal hospital liaison 
officers complement the 
specialist doctors. Hyperbaric 
oxygen therapy treatment, 
reproductive medicine and 
nuclear medicine facilities are 
also available. 

RD H maintains close links 
with Menzies School of Health 
Research, the NT Clinical 
School and more recently, the 
newly established Centre for 
Clinical Nursing and Research. 
These linkages provide research 
and academic opportunities for 
medical, nursing and allied 
health staff 

The NT Clinical School made 
academic appointments in 
surgery, medicine, obstetrics 
and gynaecology, paediatrics, 
general practice, psychiatry and 
public health. An additional 52 
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people in Darwin have clinical 
academic status with Flinders 
University through the Clinical 
School. The first medical 
undergraduates commenced in 
February 1998. 
RDH maintains a focus on 
providing quality health 
services to clients. In August 
last year RD H earned three 
years accreditation through the 
Australian Council of 
Healthcare Standards following 
independent assessment and 
received a special 
commendation under the 
section of safe practice and 
environment for the infection 
control program. 
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SUMMARY OF DEVELOPMENT OPTIONS 
Royal Darwin (no hospital at Palmerston) 

Current Status Quo Scenario Public Scenario Private Scenario Total 

Same day 5504 10617 8384 2680 11064 

Overnight separations 13239 15397 12890 3007 15897 

Overnight beddays 90508 93723 78896 17856 96752 

Beds at 85% occupancy 292 302 254 58 312 

*Status quo and scenarios based upon 2006 
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• Current - 1997 /98 actual acute hospital use 
• Status Quo - projected hospital use in 2006 
• Scenario Public - projected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - projected additional private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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SUMMARY OF DEVELOPMENT OPTIONS 
Royal Darwin (new hospital at Palmerston) 

Current Status Quo Scenario Public Scenario Private Scenario Total 

Same day 
Overnight separations 
Overnight beddays 

Beds at 85% occupancy 

5504 
13239 
90508 
292 

7866 
11158 
72852 

235 

6193 

9265 
60847 

196 

1101 

1378 
10448 

34 

7294 
10643 
71295 

230 

*Status quo and scenarios based upon 2006 * Additional to current private 
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• C urrent - 1997 /98 actual acute hospital use 
• Status Quo - projected hospital use in 2006 
• Scenario Public - projected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - projected additional private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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SUMMARY OF DEVELOPMENT OPTIONS 
Palmerston 

Current Status Quo Scenario Public Scenario Private 

Same day 0 0 2191 1578 
Overnight separations 0 0 3625 1625 
Overnight beddays 0 0 18049 7344 
Beds at 85% occupancy 0 0 58 24 

*Status quo and scenarios based upon 2006 
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Scenario Total 

Current Status Quo Scenario Public Scenario Private Scenario Total 

• Current - 1997 / 98 actual acute hospital use 
• Status Quo - projected hospital use in 2006 
• Scenario Public - projected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - projected private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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ALICE SPRINGS HOSPITAL PROFILE 

Alice Springs Hospital 
Redevelopment Project 

Overview 

There are 45,000 people who 
live in the Central Australian 
catchment area, as well as 
numerous visiting interstate 
and overseas tourists who use 
Alice Springs Hospital (ASH) 
services. 

Alice Springs Hospital has 160 
acute care beds and provides 
inpatient and outpatient 
services appropriate to the 
diverse and unique needs of 
the people living in or visiting 
the Centre. Intensive care and 
emergency facilities are also 
provided for the region. The 
major specialist services are 
medicine, surgery (including 
eye, ENT and orthopaedic 
surgery), paediatrics, obstetrics 
and gynaecology. Other 
specialist services are provided 
on a visiting basis from 
Adelaide or Darwin. Alice 
Springs Hospital is also a 
major centre for aero medical 
retrievals. 

An unique characteristic of 
Alice Springs Hospital is its 
infectious paediatric ward 
treating childhood infectious 
diseases, mainly gastroenteritis 
endemic in Central Australia. 
ASH supports the provision 
of psychiatric inpatient facilities 

managed by Mental Health 
Services, specialists visit 
Tennant Creek and some 
remote communities as well as 
urban based Aboriginal health 
services. Renal Unit services 
were extended during the year 
to double the capacity and are 
now able to provide 
haemodialysis for up to 
80 patients. 

In June 1998 the 10 bed Child 
Health Unit, which had 
previously been part of the 
hospital's authorised beds and 
managed by Remote Health 
Services, was closed and its 
resources redirected to provide 
improved paediatric support in 
remote communities. 

A centre for Remote and 
Rural Health will be 
established on Alice Springs 
Hospital grounds . 

ASH has a teaching hospital 
role, being affiliated with 
Universities of the Northern 
Territory, Flinders of South 
Australia, New South Wales 
and Sydney. The first of three 
academic appointments to 
enable formal training of 
fourth year medical students 
will commence in 1999. 
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Staff of the Alice Springs 
Hospital have contributed 
significantly to plans for a 
major building redevelopment 
program. Their ideas will be 
invaluable for future planning. 
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SUMMARY OF DEVELOPMENT OPTIONS 
Alice Springs 

Current Status Quo Scenario Public Scenario Private Scenario Total 

Same day 2658 4605 2966 1968 4934 

Overnight separations 7872 8819 6854 2359 9213 

Overnight beddays 46053 41463 37613 11403 49016 

Beds at 85% occupancy 148 134 121 37 158 

*Status quo and scenarios based upon 2006 
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• Current - 1997 / 98 actual acute hospital use 
• Status Quo - projected hospital use in 2006 
• Scenario Public - proj ected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - proj ected addi tional private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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KATHERINE HOSPITAL PROFILE 

Katherine Hospital 
Redevelopment Project 

Overview 

Katherine Hospital has 60 
acute beds and serves an area of 
340,000 square kilometres 
between the Western Australian 
and Queensland borders from 
Dunmarra in the south to 
Pine Creek in the north, 
The catchment population is 
approximately 19,000 with 
an annual tourist presence 
in excess of 500,000 
visitor nights. 

The hospital provides medical, 
diagnostic and treatment 
services to cater for the needs 
of the population which has a 
significant rural component. 
Specialist services include 
general surgery, paediatrics, 
medicine, gynaecology, 
ophthalmology, ear nose and 
throat, orthopaedics, cardiology 
and paediatric cardiology. For 
some specialist treatments, 
patients are routinely referred 
to the Royal Darwin Hospital, 
or less frequently, interstate. 
The hospital was affected by 
the Australia Day flood and was 
evacuated on the afternoon of 
the 26th January 1998. Two 
temporary hospitals were set up 
- an emergency service at the 
police station in Katherine East 

and for inpatients at the Flight 
Medical Hospital at the RAAF 
Base Tindal. The Hospital was 
inundated with flood waters 
and suffered major damage. A 
repair and restoration program 
was undertaken costing in 
excess of $2 million. The 
hospital was reoccupied on 
Monday 2nd February 1998 
and services gradually 
established. 
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SUMMARY OF DEVELOPMENT OPTIONS 
Katherine 

Same day 

Overnight separations 

O vernight beddays 

Beds at 85% occupancy 

Current Status Q uo Scenario Public Scenario Private 
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*Status quo and scenarios based upon 2006 
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• Current - 1997 /98 actual acute hospital use 
• Status Quo - projected hospital use in 2006 
• Scenario Public - projected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - proj ected additional private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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BARKLY HEALTH SERVICES 

Tennant Creek Hospital 
Redevelopment Project 

Overview 

Tennant Creek Hospital is part 
of an integrated health service 
offered by Barl<ly Health 
Services. The hospital has 20 
authorised beds and serves the 
residents of Tennant Creek and 
the Barkly District which have 
approximately 7,000 people. 

The hospital provides inpatient, 
domiciliary, outpatient and 
emergency services. Visiting 
specialist services are provided 
by Alice Springs Hospital and 
include general surgery, 
ophthalmology, 
obstetrics/ gynaecology, 
paediatrics, orthopaedics, 
physician, rehabilitation and 
ear, nose and throat. Day 
surgery facilities are also 
available. 

Support services include 
pharmacy, pathology, radiology, 
ultrasound, physiotherapy, 
occupational therapy, speech 
pathology, disease control and 
dietetics. Staff also provide a 
social work service. 

Serving a dual role as hospital 
and as district medical officers, 
doctors provide hospital care 
and conduct routine medical 

visits to outlying Aboriginal 
communities and cattle 
stations. Barkly Health Service 
staff liaise closely with other 
Aboriginal health services and 
councils within Tennant Creek 
to ensure service continuity 
and reduce service duplication. 

Two Aboriginal health workers 
together with an Aboriginal 
liaison officer are employed to 
work within the hospital to 
address the special needs of 
Aboriginal people in a 
culturally appropriate manner. 

Aero medical evacuations are 
undertaken by medical officers 
and nursing staff. Patients 
requiring services that are 
unavailable in Tennant Creek 
are referred to Alice Springs 
Hospital through inter hospital 
transfers or Patient Assisted 
Travel Scheme (PATS). 
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SUMMARY OF DEVELOPMENT OPTIONS 
Tennant Creek 

Current Status Q uo Scenario Public Scenario Private Scenario Total 

Same day 269 543 410 159 569 

Overnight separations 1207 1393 1125 323 1448 

Overnight beddays 4317 6655 5385 1524 6909 

Beds at 85% occupancy 14 21 17 5 22 

*Status quo and scenarios based upon 2006 
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~ 
• Current - 1 997 / 98 actual acute hospital use . , 11 

• Status Quo - projected hospital use in 2006 
• Scenario Public - projected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - projected additional private hospital use in 2006 
• Scenario Total - total hospital use (public and private) in 2006 given development of expanding private options 
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GOVE DISTRICT HOSPITAL PROFILE 

Gove District Hospital 
Redevelopment Project 

Overview 

Gove District Hospital (GDH) 
is a 30 bed hospital located at 
Nhulunbuy servicing the East 
Arnhem District and two 
major mines, Nabalco and 
GEMCO. The catchment 
population is approximately 
14,000 people who live in 12 
main townships and within 
Aboriginal homeland 
settlements on both the 
mainland and adjacent islands. 

The hospital provides general 
medical and surgical inpatient 
care, elective and emergency 
surgery, obstetrics and 

gynaecology, and 24 hour 
emergency services. Visiting 
specialist services include 
physicians, surgeons, 
paediatricians, gynaecologists, 
ear, nose and throat specialists, 
ophthalmologists and 
psychiatrists. Hospital medical 
staff regularly visit remote 
communities and many of the 
visiting specialists make 
periodic visits to remote areas 
as required. 

Hospital support services 
include pathology, radiography 
(including ultrasound), 
pharmacy, occupational 
therapy, speech therapy, 
dietetics, and public health. 
The locally based Aeromedical 
Service provides air ambulance 
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services to the whole district 
with emergency access to 
hospital services in Darwin and 
interstate as required. 
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SUMMARY OF DEVELOPMENT OPTIONS 
Gove 

C urrent Status Q uo Scenario Public Scenario Private 

Same day 332 

Overnight separations 1645 

Overnight beddays 7587 

Beds at 85% occupancy 24 

*Status quo and scenarios based upon 2006 
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• Current - 1997 / 98 actual acute hospital use 
• Status Quo - proj ected hospital use in 2006 
• Scenario Public - proj ected public hospital use in 2006 if expanded private hospital services are provided 
• Scenario Private - proj ected addi tional private h ospital use in 2006 
• Scenario To tal - total hospital use (public and private) in 2006 given development of expanding private options 
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Scenario Total 

724 

2034 

10009 

32 

Scenario Total 

Scenario Total 
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THS PROJECT MANAGEMENT ARRANGEMENTS 

The Health Investment Unit 

(HIU) is a separate unit within 

the Health Planning and 

Systems Support Division of 

THS. The HIU was established 

to facilitate private/ public 

corporate sector involvement in 

the provision of publicly 

funded health services. It has 

several functions including 

policy development and the 

implementation of each 

redevelopment or new hospital 

development Projects. The 

HIU will report to an Inter

Departmental Steering 

Committee which is 

responsible to the Cabinet sub

Committee comprising the 

Minister for Health, Family and 

Children's Services and the 

Treasurer. 

The Interdepartmental 

Specialist teams ( eg. healthcare, 

communications, commercial 

and industrial relations) will be 

established within the HIU. 

The HIU Team will be directly 

involved in the development of 

the Expressions of Interest and 

Project Brief documents for 

each proposed Project, the 

evaluation of submissions and 

contract negotiation in respect 

of each proposed Project. 

Two teams will be established, 

(Northern and Central 

Region) to consult with staff 

regarding the development of 

the Project Brief documents. 

Staff will be consulted on 

service standards ( eg. staff ratios 

to patients) and a wide range 

of other issues. 

Steering Committee comprises The HIU will be supported by 

representatives from the private external legal, financial, 

sector, THS, the Departments communications, 

of Treasury, Transport and construction/ design/planning 

Works, Attorney-General, and industrial relations 

Commissioner for Public consultants where necessary. 

Employment and the Chief 

Minister. 
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THS PROJECT MANAGEMENT ARRANGEMENTS 

PHASE ONE 

Registration of Expressions 

of Interest 

A publicly advertised call for 

Expressions of Interest will be 

made following Government 

endorsement. An Expressions 

of Interest document will be 

released to interested parties 

and will contain the 

information necessary to assist 

with the preparation of 

Expressions of Interest. The 

purpose of the Expressions of 

Interest phase is to enable the 

HIU Project Team to identify 

which respondents demonstrate 

a capacity to undertake the 

proposed Project. 

All respondents will be 

required to sign confidentiality 

agreements and the Expressions 

of Interest document will 

direct all respondents along the 

following lines: 

"Not to directly or indirectly 

contact officers ofTHS, 

Treasury and Department of 

Chief Minister or any 

Government Minister or their 

officers or any member of staff 

or Board Member of any 

affected Hospital regarding any 

Project related matters, without 

the prior agreement of the 

HIU Director. All enquiries 

are to be directed to the 

Director of the HIU only. 

This is crucial to preserve the 

integrity of the tender process. 

Accordingly, any respondents 

which disregard this direction 

may be eliminated from the 

Expressions of Interest process, 

the formal tender process or 

any other related process." 

Project Management 

Process 

Each Expressions of Interest 

document will summarise the 

proposed Project and include 

the following information: 

• the Government's policy 

relating to health services; 

• the Project objectives; 

• a profile of services to be 

delivered; 

• site details; 
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• major Project risks and their 

proposed allocation: and 

• proposed contractual 

arrangements which will 

include the following: 

Development Obligations 

This section of the contract 

will cover such issues as design, 

construction, programming and 

milestones, delays, liquidated 

damages, completion, 

commissioning and defect 

liability. 

Facilities Obligations 

This section of the contract 

will address the immediate and 

long term facilities 

requirements of the catchment 

population. Issues such as 

insurance, cleaning, 

maintenance, accreditation, 

refurbishment and extensions 

will be also be addressed. 

Service Obligations 

This section of the contract 

will cover services purchased 

on behalf of public hospital 
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THS PROJECT MANAGEMENT ARRANGEMENTS 

patients. Issues such as the 

range and quality of services, 

reporting requirements, review 

procedures, service payments, 

budgeting and changing 

services mix will also be 

addressed. 

In addition to these specific 

sections of the contract 

identified above, the general 

provisions relating to contracts 

of this type will be 

incorporated in the contract 

documents. 

Each Expression of Interest 

will be evaluated on, amongst 

other things: 

• capability of the proposed 

respondent, including 

financial resources and 

capacity to deliver the 

proposed Project (including, 

where applicable, operation, 

construction, maintenance 

and the contractual 

obligations for the 

contract term); 

• the broad approach which 

the respondent intends 

to adopt; 

• public benefits arising from 

the respondent's proposal; 

• the degree to which 

respondents are able to 

indicate an ability to transfer 

the risk of ownership, 

financing and operational 

risks (including demand and 

casemix) to the private 

sector; and 

• other Project specific 

evaluation criteria. 

The assessment of the 

Expressions of Interest and 

selection of a short list of 

bidders to be invited to prepare 

a submission in response to the 

Project Brief is the responsibility 

of the HIU. Endorsement will 

then be sought from the Inter

departmental Project Steering 

Committee and the responsible 

Ministers. 

PHASE TWO 

Project Brief and draft 

Contract 

Subject to Government 

approval, a detailed Project 

Brief and draft Contract will 
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be released to short listed 

bidders. 

The Government intends that 

once the Project Brief has been 

issued, a Project will proceed 

to implementation, subject to 

achievement of the functional 

and other requirements 

specified in the Project Brief, 

including any cost to 

Government and achievement 

of satisfactory financial 

arrangements more generally. 

Additional Government 

approval will be necessary if it 

is proposed to vary the Project 

Brief or to depart from the 

Project Brief in any significant 

manner. 

Each Project Brief will focus 

on the services and service 

standards to be delivered by the 

Project rather than on 

prescription of design or other 

constraints on how the 

particular service is to be 

delivered. Each Project Brief 

will set out the confidentiality 

obligations attaching to 

submissions including 

Commercial in Confidence 

status. 
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Each Project Brief will include 

the following details: 

• a profile of the services to 

be provided by the hospital; 

• the proposed teaching, 

training and research 

obligations: 

• the performance standards 

and reporting requirements; 

• the facility design and 

construction guidelines: 

• the commercial principles 

including a draft Contract, 

which will be released 

during this phase of the 

process; and 

• evaluation criteria. 

PHASE THREE 

Submission in Response to 

Project Brief and the Draft 

Contract 

Short listed bidders will be 

expected to submit detailed 

proposals including evidence of 

financial capacity, project 

financing structure and specific 

pricing. Short listed bidders 

will also be expected to 

prepare draft designs, have 

these comprehensively costed 

and indicate their approach to 

completion of the physical 

aspects of the Project. 

To ensure staff's interests are 

protected, the Government 

through its contract with a 

private provider will ensure no 

forced redundancies occur and 

that current employment 

conditions are respected. Staff 

who wish to remain employees 

of the Northern Territory 

Government may do so. There 

will be no forced staff transfers 

to a private sector hospital 

operator. 

PHASE FOUR 

Evaluation of Submissions 

Submissions will be evaluated 

against criteria published in the 

Project Brief which may include: 

• the delivery of functional 

requirements and the 

acceptability of the manner 

in which they are to be 

delivered; 

• the structure and nature of 

the general business 

relationship envisaged by 

the bidder; 
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• operation, construction, 

financial and management 

capability of the bidder; 

• the level of commitment 

and nature of the financial 

facilities required to 

implement the Project; 

• financial support, if any, to 

be sought from the 

Government; 

• cost-effectiveness and 

savings which would flow 

from acceptance of the 

submission; 

• appropriateness of risk 

transfer/ management; 

• contractual conditions 

including departures from 

the requirements contained 

within the draft Contract; 

• other restrictions on, or 

requirement for, associated 

Government action; and 

• implementation strategy and 

timing. 

The HIU will then make a 

preliminary recommendation 

of a preferred bidder to the 

Interdepartmental Steering 

Committee. 
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PHASE FIVE 

Initial Negotiation with 

Identified Bidders 

The initial ranking of bids by 

the HIU and Interdepartmental 

Steering Committee will be 

reviewed through discussions 

with the identified bidders, 

during which bids will be 

clarified. This process will then 

lead directly to determination 

of the preferred bidder(s) and 

subsequently to 

commencement of final 

negotiations. 

Government reserves the right 

to reopen negotiations, at any 

time, with other, short listed 

bidders if there is good reason 

to believe that a preferred 

bidder may not continue to 

meet the requirements of the 

Project Brief. 

PHASE SIX 

Final Negotiation 

Negotiations will be confined 

within the boundaries set at 

the conclusion of the initial 

negotiation phase. The 

financial aspects of the contract 

will require the Treasurer's 

endorsement. 

PHASE SEVEN 

Notification to 

Government 

The Minister for Health 

Family and Children's Services 

and the Treasurer will, if they 

so determine, report to 

Government if a preferred 

bidder's proposal meets the 

Project specifications as set out 

in the Project Brief and that 

the financial implications are 

such that the Project can 

proceed. 

This report occurs when 

execution of Project contracts 

is proposed and is intended to 

inform the Government that 

the Project is proceeding and 

to provide information on the 

nature of private sector 

involvement in the Project. 

36 



TERRITORY H E A L T H SERVICES 

PROBITY 

The Government will appoint 

a C hartered Accountant as a 

Probity Auditor to ensure that 

the processes involved in each 

Project are conducted with 

integrity, objectivity and equality. 

The Probity Auditor is 

accountable to the Chairman 

of the Interdepartmental 

Steering Committee. Day to 

day management of the Probity 

Auditor's activities will be the 

responsibility of the Director, 

HIU. 

The Probity Auditor will be 

required to certify whether 

during the course of the 

process monitoring, proposals 

are treated with equity on their 

merits, decisions are based on 

objectively selected criteria, 

and that the principles of 

probity are observed. Access 

to HIU information by 

external consultants, THS and 

other State and Territory 

Government Departments, 

Public Hospitals and other 

respondents will be monitored 

by the Probity Auditor. 

The Probity Auditor will 

provide formal reports and 

Probity Plan 

informal reports (as requested A Probity Plan will be 

from time to time) to the prepared by the HIU and 

Chairman of the approved by the Probity 

Interdepartmental Steering Auditor and the Inter-

Committee. Formal reports will Departmental Steering 

be provided at the following Committee. 

stages of each Project: 

• completion of the 

evaluation of Expressions 

of Interest to express an 

opinion on the completeness 

and appropriateness of the 

evaluation process and the 

recommendations; 

• completion of the Probity 

Investigator's investigations 

of each short listed bidder; 

• completion of the 

evaluation of bids, to report 

on compliance with 

documented evaluation 

procedures; and 

• completion of the Final 

Negotiation phase, to report 

on the manner in which the 

Project has been managed 

and delivered. 
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All HIU personnel, 

Interdepartmental Steering 

Committee members, THS 

personnel and external 

consultants involved in the 

proposed Projects are required 

to abide by the Probity Plan 

and sign appropriate 

confidentiality agreements . 

The Probity Plan will be 

updated, as necessary 

throughout the course of the 

proposed Projects to cater for 

Project specific issues . The 

Probity Auditor and the 

Interdepartmental Project 

Steering Committee will 

approve all such amendments. 

The purpose of the Probity 

Plan is to ensure the integrity 

of the Project management 

process outlined in the plan 

and that all respondents are 

treated fairly and equitably. 
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Australian health care services 

are provided in either an 

institutional or non

institutional environment. 

Institutional health care 

services are provided by both 

the public and private sectors 

in acute hospitals, psychiatric 

hospitals and long term care 

facilities. Private sole 

practitioners largely provide 

non-institutional medical and 

ancillary services. 

Acute hospitals provide at least 

minimal medical, surgical or 

obstetrical services for inpatient 

treatment and/ or care and also 

provide round-the-clock 

comprehensive qualified 

nursing service as well as other 

necessary professional services. 

Most patients require a 

relatively short stay. 

Psychiatric hospitals are 

primarily devoted to the 

treatment and care of inpatients 

with psychiatric, mental or 

behavioural disorders and are 

largely operated by the public 

sector. Recent changes in 

Government health policy in 

relation to psychiatric disorders 

has shifted towards treating 

patients in dedicated small scale 

accommodation with support 

services provided by 

community mental health 

services. 

Public acute hospitals are 

administered and funded by 

State Governments, which 

receive partial funding from 

the Commonwealth 

Government, pursuant to the 

terms of the Medicare 

Agreement (Medicare). 

Medicare is a universal 

compulsory system of health 

insurance, which covers all 

Australian residents, except 

foreign diplomats and their 

dependents. Short-term 

visitors and temporary visa 

holders such as students, except 

those from countries, with 

which agreements have been 

made, are not eligible. 

Medicare provides beneficiaries 

access to public hospital 

services without charge and 

also provides beneficiaries with 

38 

substantial subsidies towards the 

cost of medical and 

pharmaceutical services under 

the national Medical Benefits 

Scheme and Pharmaceutical 

Benefits Scheme. 

Public hospitals provide shared

ward accommodation for all 

who require it and treatment 

by a hospital appointed doctor 

at no charge. In addition, they 

provide, to those prepared to 

pay for it, private ward 

accommodation and the doctor 

of choice. 

Private hospitals cater only for 

private patients who are treated 

by a doctor of their own 

choice and are charged fees for 

accommodation and medical 

services. The medical costs for 

private patients are subsidised 

by the Medical Benefits 

Scheme. Private hospitals are 

funded 80% by private health 

funds and do not receive any 

Government funding. All 

private hospitals operate under 

licence from the State and 

Territory Governments, which 

typically limit the number of 
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beds and/ or the number of 

patients, that can be treated. 

Long-term care facilities 

provide long term care to the 

chronically ill, frail, senile or 

convalescent inpatients and are 

largely operated by the private 

sector. Funding for long term 

care is subsidised by the 

Commonwealth Government 

via a per day payment of the 

Commonwealth Nursing 

Home Benefit. 
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The Northern Territory's 

health financing and service 

delivery system is moving to 

a funder/purchaser/provider 

model. The Territory 

Government, via Treasury, is 

the funder of publicly funded 

health service delivery. THS 

will be the purchaser of 

services according to 

output/price criteria and the 

following principles:-

• to focus on people not 

ins ti tu ti o ns; 

• to ensure a fair distribution 

of the health and welfare 

dollar; 

• to focus on the health and 

well-being of all 

Territorians, especially by 

emphasis on health 

promotion, early 

intervention programs, 

strong primary care 

programs and support for 

individuals; and 

• to ensure value for the 

taxpayer dollar. 

The objectives of the possible 

service contracts are to ensure 

that: 

• health services provided are 

of high quality; 

• an adequate range of 

essential health services is 

available to all persons 

resident in the Territory 

irrespective of where they 

live or whatever their social 

or economic status; 
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• public funds are used 

effectively by health care 

providers and are allocated 

according to need; 

• health care providers are 

accountable to the public; 

• users of health services are 

provided with sufficient 

information in appropriate 

forms and languages to 

make informed decisions 

about health care; 

• health care workers are able 

to participate in decisions 

affecting their work 

environment; and 

• users of health services are 

able to choose the type of 

health care most appropriate 

to their needs. 
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Public Hospital 
Funding 

Territory's public hospital 

inpatient services have been 

largely funded by the Territory 

Government on a "casemix" 

basis. This means that the 

hospitals are paid according to 

the volume and complexity of 

inpatient services provided 

(measured by Diagnosis 

Related Groups or DRGs). In 

1997 / 98 the expenditure for 

public hospitals was:-

• Royal Darwin Hospital 

$98.352 million 

• Katherine Hospital 

$11.806 million 

• Gove District Hospital 

$10.061 million 

• Tennant Creek Hospital 

$5.762 million 

• Alice Springs Hospital 

$50.098 million 

Expenditure for hospital 

services grew at a faster rate 

than weighted separations over 

the past two years (19.8% 

compared to 11.4%). 

Specific details are contained in 

the Territory Health Services 

Annual Report 1997 / 98. 
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FURTHER INFORMATION 

To preserve the integrity of the false or unjustified. Whilst 

tender process, all future THS has taken care in the 

enquires regarding the preparation of the information 

proposed Hospital Projects contained herein and believes 

should be directed only to: it to be accurate, neither THS 

nor the Government, nor any 

Ms Belinda Fluder of its advisers, gives any 

Director warranty, or makes any 

Health Investments Unit representations, express or 

GPO Box 40596 Casuarina implied, as to the currency, 

NT 0811 completeness or accuracy of 

the information contained in 

Disclaimer 

THS has prepared this 

document and the information 

to give potentially interested 

parties background information 

on the proposed Hospital 

Projects. This document does 

not form part of the selection 

or evaluation process. It is 

intended to inform interested 

parties of the Government's 

intention to develop a 

contestable market for the 

proposed Hospital Projects and 

the project management 

process. It contains statements 

or representations which may 

be incorrect and estimates or 

projections which are based on 

assumptions which may be 

this document or any 

information which may be 

provided in association with it. 

The information is not 

intended to be exhaustive. 

Interested parties are required 

to make their own enquires 

and respondents will be 

required to confirm in writing 

that they have done so and that 

they do not rely upon the 

information in submitting an 

Expression of Interest. The 

information is provided on the 

basis that it is not binding on 

THS, the Government or any 

of their officers, advisers 

or agents. 
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FURTHER INFORMATION 

Reservation of Rights formal submission phase or as a 

result of any other process 

The Government of the carried out in connection with 

Northern Territory reserves the the proposed contestability of 

right to consider all possible the proposed Hospital Projects. 

options in regard to the 

delivery of the proposed 

Hospital Projects. 

The Government reserves the 

right not to proceed with the 

proposed Hospital Projects at 

any time up to the issue of the 

Project Brief, and not to 

proceed from that point to the 

contract stage unless financial 

risk transfer and other 

benchmarks are met, and also 

reserves the right to limit or 

extend the potential 

respondents beyond those 

responding to the call for 

Expressions of Interest. 

Any submission in response to 

the Expressions of Interest or 

Project Brief should include a 

waiver of rights to claim costs 

or to appeal against a decision 

arising from the project 

management process. 

No reimbursement of costs 

will be paid to respondents at 

the Expressions of Interest or 
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