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Case study  
Reconstruction and major expansion of a regional hospital 
 

This case study will be used as a background document for the lecture by Knut Samset 1330 
– 1430 hrs. It presents some facts and conclusions from a public project, including a status 
review and a timeline with information about the main stakeholders, issues, analyses and 
decisions, and the outcome of these. It is meant as a reference case for discussion, where 
the main question to be addressed is how this type of project would have been managed in 
the students’ own countries, considering current policies and practices. 

 

Timeline year 0 – 18 
Year 0  
A proposal to prepare a plan to rehabilitate the 
existing regional hospital is introduced by a delegate 
at a meeting of the Regional Council 

Year 1   
Regional authorities initiate preliminary planning to 
reconstruct and further develop the hospital. 

Year 3  
At national level, the Secretary of Health (Labour) 
approves a public review to be carried out. Regional 
authorities are required to document that the 
hospital will be “economically sustainable”. 

Year 4  
Initiative is made to prepare for an international 
architectural competition. External advisors 
recommend that the competition be postponed 
until needs; feasibility, objectives and strategy for 
the new hospital have been established. They are 
immediately dismissed by Regional authorities.  

Year 5 
A project organisation is set up and the architectural 
competition carried out. Candidates are required to 
present both a physical and an organisational model 
for the hospital and include relevant health expertise 
in their teams.  

The winning team (national) is the only one without 
such expertise. Their solution is later characterised 
by international experts as the least feasible one, and 
based on entirely unrealistic economic assumptions. 

Year 6 
A planning document is presented to the 
Government (Labour) and an agreement is reached 

to build the new hospital with national funding. The 
cost estimate is now about three times the initial. 

Year 9 
A new Government (Conservatives) has been in 
office for some time. The cost estimate is now 
about five times higher than the initial. The 
agreement is revised, introducing as a precondition 
that operational costs will have to be reduced 
considerably compared with what is projected.  

Year 10 
Again a shift of government (Labour). The secretary 
of Health questions the project’s economic viability 
and postpones construction start by one year.  

Year 11 
The Government wants to reconsider and 
commissions an external review to assess the 
feasibility of making a swop with the regional 
university and build the hospital on their premises 
outside town. The study concludes that this will be 
less expensive, more feasible and flexible.  

Four Regional Health Agencies are now established, 
responsible for development and operation of 
hospitals in their parts of the country.  

Year 12 
Another shift of government (Conservatives). The 
new Secretary of Health shelves the study and rules 
in favour of the existing plan. The decision is that 
the project be split into two consecutive phases. 
The budget for only the first phase is now about 
five times higher than the initial cost estimate for 
the whole project. Construction starts.  

Year 13 
The Secretary of Health demands a 10 per cent cost 
reduction in the budget for project’s second phase. 



Year 14 
The funding appropriated by Parliament is 
insufficient to cover the ever increasing expenses. 
Parts of the project’s components (hospital centres) 
to be postponed.  

Year 15 
The Secretary of Health (Conservatives) imposes a 
complete halt to further Government funding of 
the project. 

Cost sharing between the Government and the 
Regional Health Authority is agreed.  

Year 16 
The Regional Health Authority approves plans for 
the second phase of the project. 

Phase one in now almost completed, buildings 
taken over by the hospital and in operation.  

The Government rules that the Regional Health 
Authority is required to cut the hospital’s 
operational costs considerably, but they fail to 
comply. In response to the Ministry, the Regional 
Health Authority concludes that it is unrealistic that 
the hospital be able to cover interests and 
depreciation costs on project investments.  

Year 18 
The second phase of the project is now under way. 
Anticipated cost of the entire project is some 15 - 
20 times the initial cost estimate. Expected 
completion of the project is in year 23, some 15 
years behind the initial schedule. 

 

 

Status review year 20 
This project was initiated to reconstruct and further 
develop an existing regional university hospital with 
a number of new buildings on existing premises.  

The project was apparently conceived not in 
response to well defined needs, but to seize an 
opportunity to gain public funds from central 
Government for developments in the region. It was 
a case of tactical budgeting, where costs initially 
were grossly underestimated and benefits 
overestimated, since cost sharing between 
Government and the Region would be about 80/20. 
At present, the total budget is largely inflated as 
compared with the initial estimate.  

Problems to secure funding in a situation with a 
rapidly growing budget have caused major delays, 
and progress is now years behind initial plans.  

After phase one and partly phase two of the project 
is now completed, there are numerous severe 
problems. The hospital, which design is generally 
regarded as a European exemplar for being patient-
friendly and society-focused, may not be able to 
deliver effective lifecycle services. 

The hospital is oversized for a geographical region 
with a relatively small population and low 
population density. This will adversely affect local 
hospitals and the scope of services and level of 
medical expertise they can provide.  

It is also grossly oversized in relation to needs: The 
hospital area is increased by about 300 per cent, 

while the projected population increase is less than 30 
per cent.  

A combined effect of the above is that available 
operational funding is now insufficient for this scale 
of operations. The new hospital is therefore not 
operating efficiently, and parts of the facilities are left 
unused. Cost efficiency is low.  

Also, the location of the hospital is unsuitable, since it 
was rebuilt on its existing site in the centre of town. 
There are several reasons for this. Buildings are 
crammed together, there is little flexibility for changes 
in the future, and the hospital is not easily accessible 
during rush hours and in emergencies.  

Finally, contrary to early intentions, the project has 
failed to facilitate integration and efficient 
cooperation with health service providers in the 
private sector and it remains a 100 per cent public 
hospital. 

The front-end phase of the project which lasted for 
12 years has been full of controversies. During the 
first 18 years, there were six changes of Government 
with shifting priorities. The political and 
administrative processes in the Region have been 
turbulent and resulted in the resignation of several 
leaders.  

The bottom line is that the project has resulted in the 
country’s by far most expensive hospital – in a region 
with a relatively small population, which may not be 
utilised and operated efficiently in the near future. 

 


