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National Context: The US healthcare system—once viewed with pride by the average American to be the best in the world—is increasingly seen as mediocre and too costly when compared to other industrialized nations. This view is fueled by:
· poll after poll showing middle class Americans’ growing anxiety about being able to afford coverage, 

· a myriad of comparative studies that rank the US below-average for indicators of cost, quality, access, and health status and

· repeated wake-up calls for systemic reform by respected experts, including the Comptroller General, the Treasury Secretary, the Institute of Medicine, the National Institutes of Health, the Commonwealth Fund, and even the former Chairman of WellPoint.

These calls for systemic change increasingly focus on the need for balanced redesign not only of the obsolete financing/insurance side, but also of the highly inefficient care delivery side of the system. They increasingly link uncontrolled health care costs to the decline in our global economic competitiveness, growing worries about middleclass economic security, and the federal budget deficit.

Yet, these expressions of concern seem to be drowned out by the polarizing, confusing political rhetoric coming out of Washington. That rhetoric too often frames the problem as “covering the uninsured,” when, in reality, the problem goes much deeper. And, the rhetoric typically puts forth ideologically-driven solutions that appeal to the Public’s fear of losing coverage under a government–run system, or appeal to the Public’s shame about denying care to fellow citizens. So far, neither approach seems to resonate with the mainstream values of the American public or constructively channel the Public’s growing anger toward a discussion of realistic solutions.

Obstacles at the Federal Level: The biggest obstacles to action at the federal level continue to be 1) the absence of public demand for change by middle America, especially conservative states like Indiana, 2) a political process that too often favors the organized interests of money-driven corporations and professional groups over the collective interests of the citizenry, our communities, and the Nation, and 3) the partisan, ideological divide that promotes unworkable binary choices –i.e. a government-run single payer system vs. a consumer-driven health care model built on a minimalist, passive role for government. This false dichotomy – recurring through the years since the 1993-94 Clinton healthcare reform effort and continuing with the debate over Michael’s Moore’s movie, Sicko--has fostered disillusionment and a perception that solutions are politically impossible.
Rays of Hope at the Federal Level: Yet, despite the dismal 40-year track record of failed attempts to confront reality and fix healthcare in America, small rays of hope are emerging. Among these early signs:
· The introduction of politically centrist, bi-partisan proposals like the Wyden (D-Oregon)—Bennett (R-Utah) Healthy Americans Act. 

· Serious attempts to listen to the American public’s values and views on healthcare reform (e.g. the Wyden (D-Oregon)--Hatch (R-Utah) Medicare Part D amendment that created the Citizens Working Group on Health).

· The formation of new private-sector alliances for reform (e.g. AARP/Business Roundtable/SEIU, SEIU/Wal-Mart/AT&T, Herndon Alliance) to serve as counterweights to the entrenched forces for the status quo.

· The likelihood that healthcare reform will be a centerpiece of the 2008 Presidential campaign, and that public demand for solutions will mount. 

Indiana’s Unique Quandary:  Indiana’s healthcare cost situation—compared to other states—is not good. Out-of-control health cost inflation poses a serious threat not only to middle-class economic security, but also to the State’s job creation efforts. Hoosiers spend disproportionately more—in relationship to our wealth—on healthcare than most states:
· $33 billion in 2004—representing 14.5% of our gross product and $5400 per person.

· 14th rank in the percent of gross state product spent on healthcare compared to 32nd rank in terms of median income and 33rd rank in gross product per capita.

· our slower gross product growth rate—4.5 % annually between 1997 and 2006 vs. 5.3% for the Nation.

Moreover, Indiana’s health costs are growing at a much faster rate than most states and Indiana’s comparative health performance gaps are worsening with each passing year:
· our annual health cost inflation has exceeded that of neighboring states (Ohio, Wisconsin, Illinois, Michigan) by an average of 1% annually for the past 25 years, totaling in a net increase of 724 %!

· our ratio of health cost inflation rate to wage growth was the fourth-worst of all the states between 2000 and 2006

· we lead the nation in the annual per-capita rate of medical bankruptcies (77,000 in 2003). Bankruptcies caused by medical costs devastate tens of thousands of families each year, and have particularly severe impacts for middle-income families who experience temporary job loss, a chronically-ill child, or are denied coverage because they run their own business and have a per-existing condition.

· we rank #2 in the nation for the annual percentage growth in the number of uninsured (now numbering 860,000) and in the percentage annual decline in employer-sponsored healthcare coverage 

Ironically, there is a widespread notion that faster annual growth in healthcare expenditures contributes to economic development and job growth in Indiana communities. However, this notion is contradicted by mainstream economists. In fact, a 2004 report to FSSA by Mathematica Policy Research (Factors That Drive Health Costs in Indiana) projected a loss of 51,000 jobs over a ten year period for every 3% increase in the annual healthcare inflation rate! This misplaced notion is often coupled with the belief that, because the health system is privately-run, it is far more efficient than government. Again, virtually every single health economist acknowledges the huge amount of waste and hidden cross subsidies that pervade our health system. Conservative estimates of this waste put the figure at 20%, or $340 billion a year.

But, more alarming than the actual dollars spent or the percentage inflation rates is the seemingly poor return on investment for these dollars spent in terms of our health. Findings from the Commonwealth Fund’s 2007 Scorecard on State Health System Performance rank Indiana sub-par in virtually all health performance indicators:
· Healthy Lives ranking: 33rd nationally

· Access ranking: 30th nationally

· Quality ranking: 28th nationally

· Equity, including minority health disparities, ranking: 34th nationally

· Overall ranking: 38th nationally

Various other performance indicators are also unfavorable. For example:
· Indiana’s Medicaid program ranks #45 for eligibility, scope of services, quality, and provider reimbursement according to the Citizen Health Research Group.

· Indiana spent only $117 per capita for public health in 2005, 34th among the states.

In short, Hoosiers spend a greater portion of their incomes on healthcare than national averages, and in return rank in the bottom 25th percentile in terms of performance. And the data indicate that this trend is not yet being reversed.

Obstacles to Closing Indiana’s Performance Gap: The biggest obstacles to closing Indiana’s health performance gaps are political and cultural. The public—especially community and business leaders across the State—currently lack an informed voice and influential seat at the table to effectively influence either the health reform agenda for the State or the Nation. Unlike many other states, Indiana lacks:
· A strong tradition of grass roots citizen-community leader forums to address complex social problems like healthcare.

· A network of citizen-community leader champions for change active in building coalitions and partnering with healthcare reform leaders across the state. In other states, this network function is filled by faith-based leaders, civic groups, unions, and business coalitions. 

· Local and statewide citizen-governed, nonpartisan entities with resources, credibility, and clout to empower citizens-community leaders to inform and guide legislators and policy-makers (Currently, this role defaults primarily to corporate and professional interest groups, which reflect the private sector demands to protect revenues and avoid increased regulatory burden).

Rays of hope in Indiana: Positive signs are emerging that the dynamic and power balance of the health reform agenda-setting process is changing for the good:
· Governor Daniel’s leadership in elevating the health reform debate for the state (e.g. passage of HB 1678—the Healthy Indiana Program, creation of the IUPUI Health Reform Study Group to help the Administration set a more ambitious health reform agenda)

· The energy and commitment of the 20 healthcare thought leaders who have come together to launch the Grassroots Health Reform Campaign aimed at giving citizens and community leaders the political leverage to set the State’s health reform agenda, as opposed to vested interest groups.

· The opportunity to leverage the bold policy experiments now being tried in other states to inform the design of federal or state-level reforms (e.g. Wisconsin’s idea of health plans competing to achieve preferred Tier One status).
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