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Joseph Piemont
President/COO
Carolinas Healthcare System

$2,536,792

Michael Tarwater
CEO
Carolinas Healthcare System

$4,236,305

Greg Gombar
CFO
Carolinas Healthcare System

$1,751,798

Dennis Phillips
Executive VP
Carolinas HealthCare System

$1,351,138

John Knox
Chief Administrative Officer
Carolinas HealthCare System

$1,197,528

Roger Ray
Chief Medical Officer
Carolinas HealthCare System

$1,080,159

Russ Guerin
Executive VP
Carolinas HealthCare System

$1,060,931

+14.1
%

CAROLINAS HEALTHCARE SYSTEM

+19.7
%

+8.9
%

Laurence Hinsdale
Executive VP
Carolinas HealthCare System

$1,693,314 44.1
%

Paul Franz
Executive VP
Carolinas HealthCare System

$1,575,927 -1.3
%

+12.2
%

+11.8
%

NA +3%

Source: Carolinas HealthCare System; Note: Compensation figures are for calendar year 2011.

John McConnell
CEO
Wake Forest Baptist Medical Center

$1,681,680

Sallye Liner
Chief Clinical Officer
Novant Health

$1,641,893

Jacqueline Daniels 
Chief Administrative Officer
Novant Health

$1,580,012

William Fulkerson
Executive VP
Duke University Health System

$1,020,658

OTHER HOSPITALS AND SYSTEMS

Victor Dzau
President/CEO
Duke University Health System

$2,229,145 +1.3
%

Paul Wiles
President/CEO (now retired)
Novant Health

$2,215,773 +18.2
%

Carl Armato
Sr. Executive VP (now CEO) 
Novant Health

$2,133,626 +10.3
%

Gregory Beier
President Novant Operations
Novant Health

$2,108,839

Wayne Shovelin
CEO (retired)
Gaston Memorial Hospital

$1,762,418+11.4
%

+41.7
%

Charles Frock
President/CEO
First Health of the Carolinas

$1,731,327 -0.4
%

NA +33.7
%

+11.7
%

Stephen Wallenhaupt
Chief Medical Officer
Novant Health

$1,577,360 +20.9
%

David McRae
CEO
Pitt County Memorial Hospital

$1,534,183

Fred Hargett
CFO
Novant Health

$1,405,451 +54.8
%

NA

Lawrence McGee
General Counsel
Novant Health

$1,189,576 +0.1
%

Tony Johnson
Senior VP
Novant Health

$1,105,271 +69.6
%

Arthur Patefield
Chief Medical Information Officer
Novant Health

$1,225,106 +0.7
%

+10.1
%

Source: IRS returns filed by the hospitals. The returns are for calendar and
fiscal year 2010, the latest available.
Note: Total compensation includes base pay, bonuses, benefits and deferred
compensation. But it does not include compensation reported in previous
years’ IRS returns. (IRS rules require nonprofit organizations to report some
forms of compensation, such as deferred compensation, in two separate
years – the year the company puts aside deferred compensation for the
executive, and the year the executive actually collects that compensation.)

MILLION-DOLLAR EXECS
Twenty-five N.C. nonprofit hospital executives made total compensation exceeding
$1 million in 2010 or 2011. Executive raises have been generous. So have retirement
packages. In 2009, Pitt County Memorial Hospital in Greenville, N.C., reported total
compensation of $8.7 million to former CEO David McRae, including a $7.7 million
payout to a retirement trust. When former Gaston Memorial CEO Wayne Shovelin
retired in 2009, he received a retirement payment of $5.9 million - a combination
of deferred compensation and contributions from the hospital's parent company. 

don’t care what it costs. Those are the demands
in which this system grew up.”

Hospital leaders say profits support their mis-
sion of caring for all patients, wealthy or poor.
They say they need to pay competitive salaries
to attract talented leaders. And they say they
need to operate like businesses to survive in tur-
bulent times.

But in many important ways, nonprofit hospi-
tals differ from private businesses. They don’t
answer to stockholders. They don’t compete on
price. They don’t even tell customers what they
charge.

Critics say many hospitals aren’t just surviv-
ing, they’re thriving – and could afford to make
medical care less expensive for everyone.

Nonprofit hospitals have become part of the
problem, critics say. By consolidating into large
systems, hospitals gain leverage to negotiate ev-
er higher payments from insurance companies. 

That means patients and employers pay more
for treatment and insurance – to the point where
a single medical catastrophe can be financially
devastating.

As hospitals grow, critics contend they are
straying from their charitable missions.

“There’s no accountability anymore,” said
Adam Searing, project director for the N.C.
Health Access Coalition. “They started as these
social welfare experiments, with all this com-
mitment. ... What they should work for is that no
person has to go bankrupt or lose their house to
pay their hospital bills. … That’s not a very high
standard.”

Birth of a giant

To understand what’s happening nationally,
one need look no farther than Charlotte’s Dil-
worth neighborhood, where North Carolina’s
largest hospital system got its start.

Carolinas HealthCare System began in 1943
with a 325-bed hospital called Charlotte Memo-
rial, which struggled financially for decades.

Its leaders decided they needed to grow to
survive. They built a system that could attract
paying patients while continuing to care for the
uninsured. It worked.

Over the past 30 years, they have transformed
it into a juggernaut. It’s now the country’s sec-
ond-largest public hospital system, behind only
the nationwide system of Veterans Affairs hospi-
tals. 

One of the benefits of that growth is access to
quality medical care. Carolinas HealthCare of-
fers one of five organ transplant programs in the
state and operates the region’s most compre-
hensive trauma center, where accident victims
frequently arrive via medical helicopter. Five-
year-old Levine Children’s Hospital has brought
new pediatric specialties to Charlotte, and Le-
vine Cancer Institute has recruited specialists
from such respected institutions as the Cleve-
land Clinic.

With nearly $7 billion in annual revenue, Car-
olinas HealthCare runs about 30 hospitals. It
owns more than $1 billion worth of property in
Mecklenburg County alone, and it has more
than $2 billion in investments.

In the five-year period ending in 2011, it spent
$1.8 billion on capital projects.

Growth at Novant Health, the region’s other
major hospital system, has been almost as dra-
matic.

Novant owns 13 hospitals, including the three
Presbyterian hospitals, and has total annual rev-
enue of more than $3 billion. The system had
about $1.6 billion in cash and investments in
2010 – a three-fold increase over the decade.

The two chains own all eight hospitals in
Mecklenburg.

As hospital systems have grown, experts say,
they’ve been able to use their market power to
demand higher payments from insurance com-
panies. And that has allowed them to grow even
more.

While volume business at Wal-Mart and Tar-
get has led to lower prices, the opposite is true in
the hospital industry. Hospitals don’t compete

on price. They compete by offering more high-
tech and costly services.

“John Q. Citizen is who winds up paying for
this. Not big bad insurance companies ...,” said
Martin Gaynor, professor of health policy at
Carnegie Mellon University. “It’s actually taking
money out of everybody’s paycheck.”

Inflated prices

Across North Carolina, hospital prices have
surged.

They are more than 10 percent higher than the
national average for Aetna, said Jarvis Leigh, a
network vice president in the Carolinas.

According to the 2011 “State of the Hospital
Industry” report published by Cleverley and As-
sociates, an Ohio-based consulting firm, Char-
lotte-area hospitals receive more money for
treating each patient, on average, than those in
most other large urban areas. This despite the
fact that their average cost of treating those pa-
tients is lower.

Like others around the U.S., hospitals here
boost their revenue with substantially marked-
up prices on drugs and procedures. 

Carl King, head of national contracting for
Aetna, said insurance companies usually pay 40
percent over a hospital’s cost as hospitals seek to
make up for losses on government insurance
programs.

While it’s unclear how markups in the Char-
lotte area compare with those elsewhere, the
Observer found inflated prices on more than a
dozen local hospital bills, including: 
• Lake Norman Regional Medical Center, a for-
profit hospital in Mooresville, billed one patient
about $3,000 for two CT scans in 2010. That was
more than four times the hospital’s average cost,
according to American Hospital Directory, a
service that uses federal Medicare cost reports
to examine hospital finances.
• Presbyterian Hospital billed the state $15,840
in 2010 for use of its cardiac catheterization lab
after treating a prison inmate. The average cost
for using its cath lab: about $1,064. The bill was
covered in full by taxpayers. 

One patient, Robert Talford, was so outraged
by his 2007 bill from Carolinas Medical Center
that he has taken the issue to the N.C. Supreme
Court.

Talford refused to pay the bill after discovering
the hospital charges on some drugs were up to 24
times higher than what those medications cost him
at the pharmacy. He has asked the court to deter-
mine whether those charges are reasonable.

Such markups trouble Jason Beans, the CEO
of Rising Medical Solutions, which examines
medical bills for payers.

At the newspapers’ request, Beans’ firm ex-
amined bills from various North Carolina hospi-
tals and found possible markups as high as 500
percent.

“Everyone blames the (insurance) carriers,
but what the hospitals are doing in these situa-
tions is egregious,” Beans said. “No other indus-
try can justify charging markups of 500 percent.
Health care is often a need, not a want. The sys-
tem is so broken.”

Hospital officials defend their prices, saying
their charges for drugs and tests must cover
overhead. They say they must mark up prices
for those with private insurance or they’d be ru-

4.7

Valdese Hospital, Burke County

Kings Mountain Hospital

CMC-Lincoln

Charlotte area: Home to the state’s most profitable hospitals
First on the state’s profit list: Presbyterian Hospital Matthews. The chart shows total margins 
and operating margins for hospitals in the Charlotte area. Experts interviewed say that the 
best measure is total margin, which includes investment income. But some hospital officials 
prefer looking at operating margin, which excludes investment income and reflects profits 
from hospital operations. The figures are for 2010.
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NOTE: The profit figures for individual hospitals are based on data that hospitals report to the federal government 
in their Medicare cost reports. Officials for Carolinas HealthCare contend that in large systems like theirs, Medicare 
cost reports often yield misleading profit numbers. Federal officials say that if hospitals report accurately, those 
figures should be reliable. Figures for Carolinas HealthCare are based on its obligated group, which includes 
hospitals in Mecklenburg, Cabarrus and Lincoln counties, plus the Carolinas HealthCare Foundation.

HOSPITALS
• from 1A

Hospital profit center
Hospitals in the Charlotte region are more prof-
itable than all but one of the nation’s largest
metropolitan areas, according to one report.
Here are the five most profitable metropolitan
areas for hospitals.

Region/
City

Median total
profit margin

1) Salt Lake City 13.7%
2) Charlotte-Gastonia-Rock Hill 12.4% 
3) Indianapolis 7.5%
4) Houston-Galveston-Brazoria 7.0%
5) Orlando, Fla. 7.0%

— SOURCE: 2011 “STATE OF THE HOSPITAL INDUSTRY” REPORT BY

CLEVERLEY AND ASSOCIATES

SEE MARKUPS, 9A
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