Memoir: Early Years of Hospital Insurance in
British Columbia*

A. DOUGLAS TURNBULL

Introduction

Hospital insurance is so taken for granted in Canada that little or no notice
was taken of its fortieth anniversary in 1987. British Columbians should be
particularly interested because hospital insurance was a field in which this
province was a pioneer. When the British Columbia Hospital Insurance Ser-
vice (BCHIS) was established in 1949, it was only the second such scheme
in Canada. The Saskatchewan precedent, however, was not very useful
because British Columbia had a more varied economy and a more transient
population but lacked a well-developed municipal system. In addition, the
lack of hospital beds, rising costs, rumours of widespread evasion of premium
payments, delays in processing paper work, and an unpopular co-insurance
scheme made the BCHIS an easy target for the press, for the opposition, and
for dissatisfied members of the Coalition government.

As Malcolm Taylor has observed in his study of the Canadian Health
Insurance system, the BCHIS under a new minister and commissioner began
to improve its situation in 1950. The public, however, remembered the start-
up problems and made plans to express its discontent at the next provincial
election.? Indeed, some historians have suggested that hospital insurance was
“the most bitterly emotional and controversial issue in the 1952 election
campaign.”? Such observations, as this memoir implies, probably underesti-
mate the complexities of the British Columbia political scene.

Although the writing of political memoirs sometimes seems to be a minor
national industry, few British Columbia politicians have written reflectively
on their experiences. One exception is A. Douglas Turnbull, who assumed
responsibility for the problems of the BCHIS on his appointment as Minister
of Health and Welfare in May 1g50. His recollections offer a valuable in-
sight into the effort to overcome the problem of administering a pioneering
programme of social legislation and into the fractiousness of caucus and

* The writer is very grateful to Dr. P. E. Roy for her assistance in the preparation of
this article and to Mr. Donald M. Cox and Dr. James A. Taylor for their many
helpful suggestions.
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cabinet which led to the breakup of the Coalition government and the end
of a political era.

A. Douglas Turnbull was born in 1903 at St. Mary’s, Ontario. In 1925
he graduated from the University of Toronto with a degree in Metallurgical
Engineering and joined the staff of the Consolidated Mining and Smelting
Company in Trail, B.C. He was active in local organizations and served as
reeve of Tadanac, president of the Association of Kootenay Municipalities,
and chairman of the Hospital Board. A Liberal, he ran unsuccessfully as a
Coalition candidate in a 1948 by-election in Rossland-Trail but was victori-
ous in the general election of June 1949. During the campaign, the Trail
Times predicted that, if elected, he “would almost certainly be taken into
the cabinet.”® Within the year, he was the youngest member of the cabinet
and in one of its most difficult portfolios. In 1952 after his defeat along with
most members of the Coalition government, he resumed his career with the
Consolidated Mining and Smelting Company and became manager of its
Research and Development Division. He retired in 1965. He now lives in
Victoria with his wife, Elsie G. Turnbull, a noted historian of the Kootenay
region. His active retirement has included membership on such bodies as the
Science Council of Canada, the Canadian Welfare Council, and community
fund agencies. A keen naturalist, he was the first president of the Friends of
the Provincial Museum.

Parricia E. Roy

Health Insurance had been on the agenda of the Liberal Party in B.C.
since the 1920s, and when Duff Pattullo became Premier in 1933 his
Provincial Secretary, George M. Weir, went to work on its implementa-
tion. It was not until 1936 that the Legislature passed a Health Insurance
Act, which was never proclaimed, partly at least because of opposition by
the medical profession.

When Byron Johnson became leader of the Liberal Party and Coali-
tion Premier late in 1947, he found that the hospitals and municipalities
were having severe financial problems due to the inflation of the late
1940s and were appealing to the province for help. Johnson and his
Minister of Health and Welfare, George S. Pearson, turned to Hospital
Insurance as the solution of part of this problem. At its spring session in
1948 the legislature passed an “Act to Provide for the Establishment of
Hospital Insurance and Financial Aid to Hospitals,” with the Hospital
Insurance to begin 1 January 1949.

Some early planning for Hospital Insurance had been undertaken in
the Health Branch, but it was not until early in June that J. M. Hershey,
M.D., was appointed commissioner of the Hospital Insurance Service
and planning commenced in earnest.

8 18 May 1949.
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Dr. Hershey had been on the staff of the Public Health Branch for
eleven years and had shown some aptitude in administration and innova-
tive approaches to public health service. He was, however, not particu-
larly fitted for the task of organizing a hospital insurance service. Hershey
proceeded with the selection of key personnel, and among other things he
and some other staff visited Saskatchewan to get the benefit of the
Saskatchewan experience in setting up their Hospital Insurance Service
—then the only government-sponsored hospital insurance scheme in
Canada.

When the study of the Saskatchewan Hospital plan in 1948 did not
yield much information of benefit to B.C., other advice should have been
sought. Eventually help was received from Blue Cross via James H.
Hamilton and Associates by way of John Mannix of the Cleveland Blue
Cross. If his advice had been available a year earlier it might have been
very helpful. If thorough planning had been carried out, the need for a
BCHIS Business Machine Section realized, and the necessity for the
construction of a new building accepted and carried out before the plan
started, then the plan might have started smoothly.

With the benefit of hindsight some conclusions can be drawn concern-
ing the beginning of BCHIS. Undoubtedly the path would have been
much smoother if an additional six to twelve months had been spent in
planning, but this would have delayed the solution of the hospitals’ finan-
cial problems and worsened their situation.

Perhaps the 1948 floods on the Fraser and Columbia rivers, which
that summer demanded the immediate attention of the government and
required a special session of the legislature, 7 to g July 1948, distracted
some attention from Hospital Insurance preparation. In any case it was
decided that in order to register the people for Hospital Insurance and to
begin the collection of premiums it would be necessary to set up offices in
centres of population throughout the province. Registration began in
August of 1948, and in September 1948 sixty-one district offices were
opened. In a period of twenty-five days accommodations were arranged
and personnel were selected and trained for their jobs.

At the same time it was necessary to make arrangements with the
hospitals for the services to be rendered to insured persons and the finan-
cial procedures by which hospitals would be reimbursed for their services
and to draw up the detailed regulations required under the Hospital Act
and the Hospital Insurance Act. Commissioner Hershey did an excellent
job of working out mutually agreeable arrangements with the various
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professional bodies such as pathologists, radiologists, and anaesthetists
who were associated with the hospitals.

One of the frustrating problems during that first year was the shortage
of office space in Victoria. One estimate given me was that BCHIS staff
were scattered in five different buildings in 1948. This situation was
somewhat improved in April 1949, when some space became available in
a new government building on Superior Street, but this was only a tem-
porary step toward a satisfactory solution. These handicaps, added to the
inexperience of both the operating and the supervisory staff, resulted in
serious delays in the paperwork necessary for the efficient operation of the
service. The original plan had been to use the existing government
machine tabulating equipment, but this soon proved to be inadequate for
the volume of work required by BCHIS. Before the end of 1948 it had
become evident that office procedures were not working well, and early
in 1949 arrangements were made to get assistance from James A. Hamil-
ton and Associates, Hospital Consultants, of Minneapolis. Through them
Mr. John A. Mannix, of the Cleveland Blue Cross organization, came to
Victoria from March 14 to 19 to offer advice.

Mannix recommended a number of changes in the organization of the
BCHIS including the centralization of all records in Victoria, the institu-
tion of compulsory payroll deduction for all beneficiaries in groups of two
or more, the establishment of a Business Tabulating Machine Division in
BCHIS, and the location of BCHIS operations in one building on a
single floor of 20,000 to 25,000 square feet.

Mannix stressed that his recommendations were based on experience
in similar situations and had been proven. One difficulty was that com-
pulsory payroll deductions required amendment to the Hospital Insurance
Act, which could not be carried out till the 1950 session of the legislature.
All his other recommendations were accepted as sound and reasonable
and it was agreed that they would be implemented. Implementation,
however, proved to be disappointingly slow.

The provincial election of 15 June 1949 perhaps distracted the atten-
tion of the minister and his cabinet colleagues, but this should not have
affected the performance of the BCHIS personnel. In any case the situa-
tion continued to deteriorate and the backlog of unprocessed identification
cards for beneficiaries increased rather than decreased. The processing of
hospital claims fell seriously behind and it was necessary to make advances
of operating funds to the hospitals, further complicating accounting
procedures.

Early in November 1949 Hershey and the minister, George Pearson,
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agreed that “a complete investigation of the whole organization” was
necessary. Pearson arranged with James A. Hamilton and Associates to
carry out this second investigation, and it began 17 November.

On 16 December 1949 Dr. Hershey suddenly resigned, explaining that
he had “received no assurance that the chief changes I recommend will
be forthcoming.” This left BCHIS without a head. The government asked
Hamilton to step in and take over the direction of major activities in the
actual administration of BCHIS until a suitable commissioner could be
found and was firmly established in his position.

When the 1950 session of the legislature was convoked 14 February,
James A. Hamilton (and some of his staff ) were still in Victoria assisting
in the implementation of the changes he had recommended in the BCHIS
organization. Hamilton and Lloyd F. Detwiller, who had been appointed
Commissioner of BCHIS on 28 January 1950, were introduced to the
Coalition caucus on the occasion of a discussion about BCHIS. Hamilton
answered questions and pointed out that a balance between the income
and expenditure of BCHIS could only be achieved by increasing pre-
miums, raising the subsidy, or decreasing benefits. He mentioned that one
approach might be some form of “co-insurance” which, in addition to
decreasing expenditure directly, might also discourage excessive demand
for hospital services.

I had been elected MLA for Rossland-Trail in the 1949 election, and
this was my first legislative session and my first experience with caucus
meetings. There did not seem to be any great concern about BCHIS.
Yes, there had been problems but these were being attended to. I was
quite favourably impressed by Hamilton, who seemed to me to be very
knowledgeable in hospital affairs and a very capable person. Detwiller
came to BCHIS after a successful stint in the B.C. Finance department,
where he had earned a high reputation by setting up the three per cent
sales tax collection system to everybody’s satisfaction. He also seemed to
be a very capable person.

The general conclusion of the caucus and the government was that the
effect of the increase in premiums whch had come into effect 1 January
1950 should be seen before any further change in premiums was required.
One immediate problem was the continuing large gap between receipts
from premiums and the payments to hospitals. The first premiums were
set in 1948 on the basis of 1947 hospital costs at $15 per year for a single
person, $24 per year for the head of a family with one dependent and
$30 per year for the head of a family with two or more dependents, but
with the rapid inflation of the postwar period, costs had already risen
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substantially by 1 January 1949, when payment for hospital service began.
Two other unpredictable factors added to the hospital costs: undoubtedly
some surgery was deferred until after Hospital Insurance was in effect,
and when a person has paid for insurance against the cost of hospital
service he is inclined to demand the service. These rising costs made it
necesary to increase premiums in August 1949, effective 1 January 1950,
to $21 per year for a single person and $33 per year for the head of a
family with one or more dependents.

Hamilton continued to assist Detwiller in preparing the necessary
changes in the Hospital Act and the Hospital Insurance Act for presenta-
tion to the 1950 session of the legislature, in selecting an Assistant Com-
missioner in charge of Hospital Services (Donald M. Cox of Winnipeg
was appointed in April and began his duties 1 June 1950), in making
the recommended changes in the BCHIS organization, in designing the
building to house the BCHIS in Victoria, and in selecting the necessary
tabulating machine equipment.

On 3 May 1950, shortly after the session ended, George Pearson re-
signed as Minister of Health and Welfare because of ill health. He had
been an MLA for twenty-two years and had served in the Cabinet for
seventeen of those years first as Minister of Labour and later as Provincial
Secretary and Minister of Health and Welfare. He had been largely
responsible for bringing British Columbia to the forefront of labour legis-
lation, social welfare development, and health services in Canada. His
final accomplishment was hospital insurance.

I was flattered when Premier Johnson asked me to follow in Mr.
Pearson’s footsteps as Minister of Health and Welfare, looking upon it
as a challenge.

In assuming the appointment as Minister of Health and Welfare, I
was to be in charge of three services: a Social Welfare Branch, a Public
Health Branch, and a Hospital Insurance Branch. The first two services
had been operating smoothly for many years under trained and experi-
enced staffs, but Hospital Insurance was a new service with a staff still
relatively inexperienced striving to establish its operating principles and
procedures.

One development in Social Welfare which later did require my atten-
tion was the change in the federal “Old Age Security Pension” and the
necessary change in the British Columbia legislation to take advantage of
the federal changes. This required a special session of the legislature,
which was held 25-27 October 1951.
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I found that the Hospital Insurance portion of the portfolio occupied
well over half of my time and provided most of my headaches. I con-
sidered that I had had a good grounding in hospital affairs, having served
on the Board of Management of the Trail-Tadanac Hospital from 1944
to 1949 and having been its chairman from 1946 to 1949, when I resigned
to serve as Coalition MLA for Rossland-Trail. The hospital had about
106 beds and, while not large, it had X-Ray, Laboratory and Physio-
therapy departments and provided a nurses’ home for its staff. In addi-
tion I had been living for over twenty years in Trail where I was em-
ployed by Cominco as a metallurgical engineer and where for most of
that time the Cominco employees had had their own Medical Aid Plan
financed by payroll deductions, and I was convinced that hospital (and
medical) insurance was the best way to finance this service. It appeared
that most of the early problems in the BCHIS administration were in the
process of being solved, and I was confident of early solution.

The construction of a new building to house all the BCHIS operations
in Victoria was started in good time, but its completion was delayed by a
strike of carpenters, and the building was not completed until November
1950. It was then possible to centralize in one building all the Victoria
operations of BCHIS, including the records formerly held in the fifty-
eight district offices throughout the province, leaving only the three city
offices — Victoria, Vancouver, and New Westminster — still to be moved
to the new building in Victoria. In July, despite delays in the delivery of
the tabulating machines, a separate BCHIS Tabulating Division had
been set up.

So by the end of 1950 the major physical problems facing BCHIS had
been dealt with. The main operations of the service had been centralized
in one building, with its own tabulating department, and a Hospital Ser-
vices Group had been established under the leadership of an experienced
hospital administrator. It seemed that BCHIS was on the road to success-
ful operation.

The other serious deficiency, as pointed out in the Hamilton Report of
November 1949 to March 1950, had been in the quality of supervisory
personnel available. The government attempted to fill the supervisory
jobs from men available in the government service. I have no doubt that
the Civil Service Commission carried out their searches and chose the
best men available to them, but they were handicapped by two serious
hurdles:

1. Men with training and experience were not readily available.
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2. The salaries paid by the government were low in comparison to
salaries for professional men, hospital administrators and, in general,
for men of the training and experience required to operate BGHIS.

For example, to attract an experienced hospital administrator to head
up the Hospital Services Section of BCHIS it was necessary to pay a
higher salary than was then being paid to any other civil servant, and to
go outside the civil service to get him. It would have been very rewarding
if the government had in the first place gone to the Blue Cross organiza-
tion, either in Canada or the United States, and hired a person with
proven training and experience and ability.

John Mannix, in hisstudy of BCHIS in March 1949, made a number
of excellent recommendations, but the BCHIS supervisors apparently did
not have the necessary ability and initiative to implement them, in spite
of the fact that they concurred with them.

The validity of these conclusions is attested to by the fact that after
Commissioner Hershey's sudden resignation James A. Hamilton briefly
took over the direction of BCHIS and then in co-operation with the new
commissioner, Lloyd Detwiller, ironed out the immediate operating prob-
lems within afew months.

Although the administration of BCHIS required much of my atten-
tion as minister, | made a point of visiting as many of the hospitals in the
province as | conveniently could, and in the following two years | visited
something like fifty of the seventy-six hospitals in B.C., not to mention
the infirmaries and tuberculosis hospitals operated by my department.

In general, | was well received. | found that the early problems that
had existed between the hospitals and BCHIS were being ironed out and
there was a good feeling of co-operation. Asthe BCHIS Hospital Services
group became better organized the problems were being rapidly overcome.

In October 1948 the B.C. Hospital Insurance Service had commis-
sioned a survey by James A. Hamilton and Associates of the hospital
needs of British Columbia. This survey was one of the conditions of the
agreement between B.C. and the federal Department of Health under
which the federal government would assist in the cost of building hospi-
tals. It also recognized the shortage of hospital capacity for acute care in
British Columbia because of the very rapid growth of the population after
the war, lack of hospital construction during the war, and the additional
load placed on acute hospitals by the initiation of the Hospital Insurance
Service.

The responsibility for constructing acute care hospitals has always



