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Q. What is your reaction to the U.S. Supreme Court decision on healthcare reform? 
 
Piemont: That’s an intriguing question, because our strategy in recent years has not been 
driven by support for -- or fear of -- any particular legislative approach. Our goal has been to 
position CHS to innovate and adapt smoothly to new and different models of care. New models 
of care are inevitable and vitally important as we move into an uncertain future. The trajectory 
of costs under the current healthcare reimbursement model is simply unsustainable. 
 
Q. You are saying, then, that CHS has not been “preoccupied” with the Court’s ruling?  
 
That’s correct. Today’s Court’s decision will not have that much impact on our daily 
operations in the short-term. We remain fully committed to our mission, and that mission will 
not change regardless of which healthcare reform policies are adopted. Having said that, 
however, there is no question that -- in the long run -- we face very significant changes in the 
way we do business. All of our major strategic initiatives in recent years have been formulated 
with this in mind and have focused on how to improve the delivery of the care we provide. 

“Our goal has been to create our own future, rather than simply wait for the future to be 
imposed on us. Carolinas Healthcare System has done this by concentrating on those 
aspects of the healthcare spectrum we can control -- such as healthcare delivery -- rather 
than being preoccupied with variables we cannot control.” 

 –Joseph G. Piemont, Carolinas Healthcare System 
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Q. How will future healthcare be different? 
 
Piemont: Our goal has been to create our own future, rather than simply wait for the future to 
be imposed on us. We have done this by concentrating on those aspects of the healthcare 
spectrum we can control -- such as healthcare delivery -- rather than being preoccupied with 
variables we cannot control, such as the mechanics of reimbursement. Those mechanics are 
really in the hands of the policy-makers. 
 
Our top priorities include achieving clinical excellence; improving customer service; 
integrating services across our entire healthcare system; seeking new efficiencies in the way we 
deliver care and operate our facilities; and innovating new models across the healthcare 
continuum. We will also be initiating more programs to encourage patients to take greater 
personal responsibility for their own health.  
 
Q. A lot of the impetus for healthcare reform has come from various doomsday scenarios 
based on future demographic trends. Can you elaborate on that? 
 
Piemont: Absolutely. The key trend affecting all healthcare providers in coming years will be 
the impact of aging baby boomers. Every day, some 7,000 people turn 65-years-old and 
become eligible for Medicare. It is a known fact that Medicare reimbursements only pay, on 
average, about 90 cents on the dollar toward the actual cost of providing related services. The 
aging population will put so much pressure on Medicare that federal and state government 
entities will have no choice but to continue reducing reimbursements as time goes on.  
 
In short, the most fundamental question confronting CHS and every other provider is how to 
navigate in this new healthcare environment, which contains an increasing percentage of 
patients relying on Medicare. We are facing a kind of “perfect storm,” with increased pressure 
to reduce costs at a time when most of the key drivers of those costs are continuing to escalate. 
 
Q. What are some of the main variables driving up operating costs for healthcare 
providers?  
 
Piemont: Looking ahead, it is difficult to foresee anything but continued upward pressure on 
labor costs, due to personnel shortages in certain fields (such as nursing) and the ongoing need 
for more specialized clinicians of all types. Information Technology is expensive, but 
absolutely necessary to meet the public’s quality and safety expectations.  
 
At CHS the net investment in our electronic medical records initiative, Canopy, will -- in and 
of itself -- consume literally hundreds of millions of dollars before the initial 10-year project is 
fully implemented. But make no mistake. We believe this investment is vital to delivering 
higher quality patient outcomes and a more integrated model of care and treatment.  
 
Likewise, we are in the midst of a huge investment to change the course of cancer, by 
developing a system-wide outreach model (Levine Cancer Institute) that enhances the quality 
and availability of care in CHS communities, without requiring travel to a central location.  
 
In addition, an aging population means more of the people we treat will have multiple “co-
morbidities;” that is, multiple medical conditions that consume greater clinical resources and 
require more intense treatments. All of these pressures are occurring in the context of a 
marketplace for healthcare services that has never in my experience been more competitive.  
 



 

Q. How is CHS going to cope with this combination of escalating costs and reduced 
reimbursements? 
 
Piemont:  CHS has been preparing for this transition for many years, knowing that the current 
“fee for service” system is partially to blame for the increased cost in healthcare. We have been 
working in both models, moving swiftly toward creating a more innovative, “value-based” 
system characterized by high quality, integrated care across the continuum. We have worked 
hard to position CHS to succeed in an environment that de-emphasizes service incentives based 
strictly on the volume of procedures, while increasing  incentives based on quality and service 
outcomes. We are assuming that future healthcare legislation, in any form, will incorporate 
these new types of rewards and penalties.   
 
Q. It sounds like CHS does not have a position on what type of healthcare reform would 
be best for the country, whether it be the Affordable Care Act, some variation of the 
Affordable Care Act,  or a possible substitute motivated by another political philosophy? 
 
Piemont: That’s correct. The major imperative driving government policy is how to provide 
free or highly subsidized care to more people, over a longer period of time, at taxpayer 
expense. In many respects, it doesn’t matter whether the ultimate government response reflects 
one political bias or another; the underlying challenge is the same: “How do we provide more 
services at reduced cost, without sacrificing the service quality and positive outcomes that the 
population has come to expect?” 
 
Q. That sounds almost impossible? 
 
Piemont: Absolutely, and that’s why we made the decision many years ago to start laying the 
foundation for significant and permanent changes in the way we do business. 
 
Q. What are some of these new coping strategies? 
 
Piemont: One of the trends that we’re seeing in our industry is transition from the fee-for-
service model to some type of pay-for-performance model. For example, in some pay-for-
performance systems a payer will withhold a percentage of reimbursement dollars, which can 
be earned back only by meeting certain quality benchmarks. In such a case, a hospital might be 
actually penalized for high readmission rates or hospital-acquired conditions that exceed the 
norms. 
 
Another emerging trend in some areas is the so-called “bundled payment” model. This means, 
in simple terms, that providers receive one pre-determined payment for a total package of care 
that is based on shared responsibility among many clinicians. All of the individual providers 
who contribute to a patient’s treatment receive a prorated share of reimbursement dollars, but 
in amounts that do not equal the previous intake from fees-for-service. 
 
These new payment mechanisms are by no means universal at this point, but we expect that the 
pressures to adapt to these kinds of models will be fairly unrelenting as time goes on.  
 
Q. Are there any other major changes in the industry’s approach? 
 
Piemont: Yes. Another term you may be hearing more about, in the context of healthcare 
reform, is “accountable care organization” or ACO. An ACO can be any provider organization 
that serves at least 5,000 Medicare patients. Many of the ACOs already in existence are 
primary care physician groups, but some large healthcare systems have also gotten involved.  



 

 
The incentive system for ACOs is based on the concept of paying incentives to providers who 
reduce the need for high-cost services. This concept is also known as “population-based care,” 
which means that providers take responsibility for improving the overall health of a given 
population of patients. There is a heavy emphasis on preventive medicine, early detection, and 
stabilization of chronic conditions before they deteriorate and require more costly treatment.  
 
While CHS has not adopted the ACO model, CHS’s very successful health and wellness 
program, LiveWELL, offers an excellent example of “population-based care.” As a pilot 
project, and a precursor to a future that will require much more emphasis on individual 
responsibility for personal health, LiveWELL has been tremendously important to CHS. Many 
employers have already adopted our model, and many more will do so as part of their ongoing 
response to healthcare reform. 
 
Is CHS really in position to adapt to changes that are so radically different from what has 
been done in the past? 
 
Piemont: As I noted earlier, CHS has anticipated sweeping changes for many years and 
positioned itself for the future by increasing touch points for consumer access, enhancing 
efficiency, achieving better integration, and adding to the variety and sophistication of high 
quality clinical services offered to patients. We have also developed a very successful 
employed physician network model, and a hospital-based network, through affiliation 
agreements, that promotes economies of skill and scale.  
 
Our pending affiliation agreement with Cone Health in Greensboro, which will ultimately 
bring five additional hospitals into the CHS network, is a recent example of this important 
positioning strategy.  
 
Finally, we have maintained a steadfast focus on patient care, patient service and successful 
outcomes in every care location and in every service line. Under any type of legislative or 
regulatory framework, our success will depend on being the provider of choice in the 
communities we serve. Clinical excellence is the key to the long-term sustainability of our 
organization. 
 
How will this ruling affect CHS patients? 
 
It’s difficult to generalize about the decision’s impact on individual healthcare consumers. 
Some requirements of the Affordable Care Act have already been phased in by individual 
employers or insurance carriers. Others have simply been on hold, pending the timetables laid 
out in the legislation. In addition, it is impossible to predict which insurance carriers may 
voluntarily adopt some provisions that have proven to be popular with consumers.  
 
In short, there is no way to predict what the ultimate implications of today’s decision will be. 
There is a great philosophical divide on healthcare reform, and the fall elections could have 
significant impact on the direction of future legislative actions.  
 
The only thing I can say is that CHS remains committed to its mission of providing care to all 
patients in need, in all the communities we serve. We will make every effort to communicate 
promptly and clearly regarding any changes that could impact our patients.   
 
Q. It sounds like any outside patient or CHS employee who comes in for treatment, as of 
tomorrow morning, will not notice significant changes right away?  



 

 
Piemont: That’s correct. It’s going to take a while to sort things out in terms of impact on 
Carolinas HealthCare System as an organization and on our patients. That said, two things are 
certain: The healthcare industry will evolve markedly over time; and, most importantly, our 
commitment to provide care for all who need it, regardless of socioeconomic status, will not 
change.  
 
 
Carolinas HealthCare System (www.carolinashealthcare.org), one of the leading healthcare 
organizations in the Southeast, includes 33 affiliated hospitals in North and South Carolina.  CHS 
provides a lifetime medical home to all patients through a network of some 600 care locations that 
includes hospitals, health care pavilions, physician practices, surgical and rehabilitation centers, 
home health agencies, nursing homes and other facilities.  These operations comprise more than 
1,700 employed physicians, 6,300 licensed beds and 48,000 employees. 
 
 
 


