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care organization was discussed. To those looking at the healthcare 

cost trends, accountable care organizations may be a mechanism 

for delivering value by pushing incentives away from volume-based 

reimbursement. To Knight, that same equation could transform the 

way he and his peers practice medicine into a concept that is much 

more satisfying.

“To me the idea of going to work every day and concentrating 

on creating value, increasing quality and doing that in the most 

cost-efficient way possible was a lot more meaningful to me than 

working in a system that just emphasized volume, market share, 

and revenues.” so Knight sent off an e-mail blast to a list of about 

40 physicians in his contact list on the idea of creating an ACo at 

Palmetto, and the response was immediate and positive. 

“By the time that e-mail chain exhausted itself, I think I had 

110 doctors weighing in with all kinds of responses, 99% of which 

were positive saying that the last time we sat on our hands and did 

Ellis M. “Mac” Knight, MD, says he was one of those true 

believers who said in his medical school application that 

he got into medicine because he likes science and wants to 

help people. sometime in the three decades since, he realized the 

way he was practicing medicine wasn’t at all matching the reasons 

he became a doctor in the first place.

“I found myself 30 years later realizing that I was a long, long 

way from a career that allowed me to be very scientific or to help 

very many people,” says Knight, now a hospitalist and senior vice 

president of ambulatory services for Palmetto Health in Columbia, 

sC. “Like a lot of doctors, I was running on the treadmill every day 

to keep pace and to push volume and to generate revenues and to 

create RVus, and it just was a long, long way from that ideal prac-

tice environment that I had envisioned as a younger person.”

Then a couple of years ago Knight was at a conference on clini-

cal integration, where this relatively new concept of an accountable 
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A New Way to Practice 
On the way to creating an accountable care organization, Palmetto 
Health may have found the key to re-energize physicians.
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going be cautious. We’re not kidding ourselves that suddenly we’re 

going to become a highly efficient organization right off the bat. I 

think what we have to do is to establish the clinical initiatives that 

we’re going to hold each other accountable for and start working on 

those.”

ACo as clinical vision
Beaman was looking for a way to move the entire health system and 

its physicians toward a “clinical vision for the future” at about the 

same time that Knight and other system physicians were looking for 

a new way to practice medicine. In a strategic sense Beaman and 

the physicians both knew full well that the future is about quality, 

outcomes, and value. Beaman knew the status quo was not going to 

nothing and let the system ‘reform itself around us,’ and we ended 

up where we are now,” Knight says. “We just can’t do that anymore. 

And so it’s time for physicians to stand up and to take some leader-

ship and to try to push the system in a different direction at a local 

level. Regardless of what happens in Washington, this is the right 

thing to do.”

That physician leadership culminated this summer in the forma-

tion of Palmetto Health Quality Collaborative, LLC, an ACo that will 

offer Palmetto’s 1,000-plus medical staff the structure to focus on 

outcomes that drive value and reduce costs. The ACo is governed 

by a 13-member board that is physician-led but includes Charles D. 

Beaman, jr., president and CEo of Palmetto Health and three sys-

tem board members. The ACo will eventually be the physician con-

tracting entity to carry risk for population health management, but 

for now it will focus on an initial set of clinical initiatives that ACo 

members will hold each other accountable for. 

Knight says there are three physician constituencies involved 

in the ACo: the 170-physicians employed by the health system, the 

university of south Carolina school of Medicine faculty physicians 

with the system, and private practitioners. 

so far, of the 1,000 member staff, some 700 physicians have 

expressed an interest in joining, says Michael s. stinson, MD, 

Palmetto Health’s vice president for quality.

“That doesn’t mean they’re all signing up, but they’ve come for-

ward with a lot of curiosity,” stinson says. “We’ve got about 400 

that we think will actually sign up when we flip the switch. But that 

400, they’re not going to change their practice right away.  They’re 
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“The magic is in the shared savings 
model. Anywhere from 20% to 50%  
of everything we do in healthcare is 
waste. Going after that and sharing 

those savings between the providers and  
the payers or the patients themselves 

ultimately is the answer.”
Ellis M. “Mac” Knight, MD, senior vice president of ambulatory services,

Palmetto Health
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work.

“one of the things we recognized was that we needed to find 

better ways to bring Palmetto Health and our physicians into better 

alignment focused around the patient,” Beaman says. 

“Like many others we found ourselves in a very fragmented situ-

ation. We have some employed physicians. We have some contract-

ed physicians. We have a whole host of physicians that are on the 

private medical staff. We have medical school faculty. We have resi-

dents in training. And so we have a whole mosaic of relationships, 

and we said, ‘Well, how can we best align the physicians around our 

clinical vision for the future? one of the strategies that came out of 

that was the creation of an accountable care organization.’ ”

The next stage in the creation of the ACo structure is to gain 

Federal Trade Commission approval to make certain it steers clear 

of any antitrust concerns. Assuming FTC approval, the ACo can 

begin enrolling physicians, with the hope that they will be able to 

be first in line with Medicare or Medicaid pilot projects to share 

savings. 

Like many states south Carolina’s budget is suffering, stinson 

says, so the state has been talking to Palmetto Health about  

possibilities. Much of the first phase initiatives could likely involve 

Palmetto’s own self-insured employee population of more than 

8,000 employees.

one of the concerns about ACo structures is that they represent 

a return to a type of integration healthcare has tried before, includ-

ing the days when hospitals bought physician practices and health 

plans engaged primary care physicians as gatekeepers. Knight says 

the goal this time is for true clinical integration, which will ultimate-

ly lead to better cost savings.

“Let’s forget about the gatekeeper because the gatekeeper was 

simply a mechanism to deny care as opposed to a mechanism to 
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Charles D. Beaman, Jr.,  
president and CEO,  
Palmetto Health
Having trouble listening?  
Click here.
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Milestones for Palmetto Health ACo
»  Formed as Palmetto Health Quality Collaborative, LLC, in 

July 2010.

»  Governed by a 13-member board of managers that will include 
physician leaders from Palmetto Health Baptist and Palmetto 
Health Richland hospitals, and the University of South 
Carolina School of Medicine. The board of managers includes 
Palmetto Health CEO Charles D. Beaman, Jr., co-chairs 
William Gerard, MD, Carolina Care, PA and Louis C. Hite III, 
MD, Three Rivers Medical Associates, PA. 

»  Ellis M. “Mac” Knight, MD, appointed as the Executive Medical 
Director of the Quality Collaborative to provide executive  
leadership and direction.

»  Operating agreement and governance structure for ACO 
adopted.

»  Clinical integration plan reviewed and will be submitted to 
Federal Trade Commission. The Clinical Integration Plan “pro-
vides a thorough review of the committees that will be estab-
lished to begin operating as a clinically integrated system, the 
participation requirements, the program of clinical quality and 
efficiency initiatives that will develop a model to improve care 
among our participating physicians and the engagement strat-
egies that will be used by the organization to support physician 
members in their efforts to improve outcomes and adapt to the 
changing face of health care delivery.”

»  Board approved development of a Finance and Payer Relations 
committee to assure value-based pricing and aligned incen-
tives for clinically integrated contracts with payers.

»  Board approved development of Participation and 
Performance Evaluation committee to monitor and evaluate 
ongoing clinical performance for the Quality Collaborative 
participating physicians, and provide support, counsel and 
accountability for participating physicians whose clinical out-
comes are not meeting the Quality Collaborative standards. 

»  The Clinical Initiatives committee will select five to 10 clinical 
initiatives per specialty. All of the clinical initiatives will have 
to be actionable, relevant and measurable with available data 
abstraction methodologies.

Click on the picture below to read an 
insiders view on ACOs. 
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improve care and to deliver it in a more efficient manner,” Knight 

says. “The magic is in the shared savings model. Anywhere from 

20% to 50% of everything we do in healthcare is waste. Going after 

that and sharing those savings between the providers and the pay-

ers or the patients themselves ultimately is the answer. That’s the 

whole difference between the old HMo that managed care by  

basically restricting care, to now when we are saying let’s truly 

manage care. Let’s manage care in a more efficient manner using 

more sophisticated IT systems, better clinical practice guidelines, 

and better operations management techniques.”

stinson says the initial set of clinical integration goals will be 

“evidence-based, noncontroversial, easy to measure, but that we’re 

not performing particularly well on.” An example would be how 

well physicians manage diabetic patients’ levels of hemoglobin A1c. 

stinson says he and his fellow internists know that to effectively 

manage those patients, those with their A1c levels well controlled 

need to be seen every six months, and those who are not well con-

trolled every three months. “so that’s something that every internist 

agrees needs to be done and yet when you audit the charts, we’re 

not doing it reliably. Well, why are we not doing it reliably? Because 

the system is not designed to do that.  If the patient doesn’t come in, 

we don’t call them and tell them to come in.”

under an ACo structure, rather than focusing strictly on specific 

mandates on process measures, physicians will agree on outcomes, 

which allows for consistency of care across the system but also 

gives the physician a measure of control over how he or she treats a 

particular patient or group of patients, Knight says. 

“The truth of the matter is, if you achieve the outcomes, that’s 

where the science and fun of medicine comes in,” Knight says. If 

physicians are mandated to follow particular pathways or protocols 

that are created externally, they feel “stifled and dismissed in terms 

of their own capabilities and expertise.”

Beyond population health management savings and better care, 

Palmetto will gain by better coordination of acute care episodes, 

“At the end of the year if a certain 
percentage of those patients make  

it into the OR within 24 hours,  
everybody gets a bonus, all five  
specialties: internal medicine,  

geriatrics, cardiology, anesthesiology, 
and orthopedic surgery. ... just by  

putting that out there, it says, guys, 
you got to work together. They’ve 
already been meeting to develop  

clinical algorithms for what it takes to 
work that patient up appropriately.”

Michael S. Stinson, MD, vice president for quality,  
Palmetto Health

“
Michael S. Stinson, MD,  
vice president for quality,  
Palmetto Health
Having trouble listening?  
Click here.
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says Bill Gerard, MD, an emergency department specialist and 

cochair of the ACo. 

“I sit in the crow’s nest looking over the valley of chaos because 

nobody sees the inefficiencies in the breakdowns in the system bet-

ter than somebody in the emergency department,” Gerard says. one 

example the ACo is targeting is making sure that elderly patients 

with hip fractures get surgery within 24 hours, which evidence 

shows greatly improves their future outcomes for recovery of 

mobility. 

such patients often have many comorbidities, requiring not 

just an orthopedic and anesthesia consult, but also consults with 

an internist, geriatrist, or cardiologist. so now the ACo has helped 

push for having the vascular lab open 24 hours a day, which helps 

speed the echocardiograms that are usually necessary, Gerard says. 

And before where the orthopedist would do the initial consult 

and then refer to the internist, both consults are ordered at the 

same time and performed as concurrently as possible. The patient 

gets a better outcome, and at the end of the year the physicians 

could share in the savings, stinson says. 

“At the end of the year if a certain percentage of those patients 

make it into the operating room within 24 hours, everybody gets 

a bonus, all five specialties: internal medicine, geriatrics, cardiol-

ogy, anesthesiology, and orthopedic surgery. so we think that just 

by putting that out there, it says, guys, you got to work together. 

They’ve already been meeting to develop clinical algorithms for 

what it takes to work that patient up appropriately.”

The barriers to get to a true ACo will require many jumps, not 

the least of which is the IT infrastructure that must be built to share 

actionable data. But for Knight and others, the first stages of the 

ACo represent an opportunity to reinvent—even reinvigorate—the 

way they practice medicine.

“In hospital medicine all I do every day is see 20 to 25 patients, 

refer the complicated and interesting stuff to a specialist, and do as 

much of the mundane stuff as I can,” Knight says. 

“It’s just not very satisfying. What if a system said it’s not vol-

ume but it’s value? Imagine how much more enjoyable would that 

be and how much waste it would eliminate from the system because 

of all the unnecessary stuff that we do just to generate revenue.” 

“It’s just not very satisfying. What if a 
system said it’s not volume but it’s value? 

Imagine how much more enjoyable 
would that be and how much waste it 

would eliminate from the system  
because of all the unnecessary stuff  
that we do just to generate revenue.”

Ellis M. “Mac” Knight, MD, senior vice president of ambulatory services,
Palmetto Health
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