




H O U S E  C O M M I T T E E  R E P O R T
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Date Referred to Committee: April 23, 1997 FURTHER REFERRALS:

Date of Committee Action: *\s\vr
The FINANCE Committee considered: CSSB 68(FIN)

CS FOR SENATE BILL NO. 68(FIN) TASK FORCE ON PRIVATIZATION

“An Act relating to the Task Force on Privatization; and providing for an effective date.”

recommends it be replaced P t 'th e  same title
with the following committee substitute d f b  Lsi% C ‘b T f Q j  [ ] a new title

[ J additional referral t o _____________________ Committee
[ | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Depl) APPROVES PREVIOUS:

I J fiscal n o t e ( s )  , 3  f t )  fiscal nole(s) <=\ CsT 'i _______

________________________________________   1 <A~V

[ J zero fiscal n o t e ( s ) __________________ ( ] zero fiscal note(s)

CHAIR’S S IG N A T U R ^_

SIGNING WITH RECOMMENDATIONS



Revision Date: _____________________  Department Affected: Legislative Affairs Agency_____
Title:- “An Act relating to the Task Force on BRU: _________ All______________________
Privatization: and providing for an effective date.*______ __________________________________
Sponsor: Senator Ward___________________ _ Component: _AII_______________________
Requestor: Senate Finance Committee_________ _____________________________

COMPONENT SERIAL NO:

STATE OF ALASKA B ILL V |N ° - — L------1997 LEG ISLATIVE SESSION P U B L IS H  Verson. CffiSg
(S) Publish Date: J 1

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 98 FY 99 FY 00 FY 01 FY 02 FY 03
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 13.1 10.0 0 0 0 0
CONTRACTUAL 4.8 2.4 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 17.9 12.4 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE FUND SOURCE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 17.9 12.4 0 0 0 0
FEDERAL FUNDS
OTHER FUND SOURCE
TOTAL 17.9 12.4 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:
ANALYSIS: (Attach a separate page if necessary)

CS S868(FIN) establishes a 13 member Task Force on Privatization consisting of 3 members appointed 
by the Governor, 2 of whom are public members, 4 public members appointed by the presiding officers of 
the Alaska State Legislature and 6 Legislators. Tl :s task force will review and report to the Legislature 
and the Governor regarding the feasibility of privatization of some government functions.

Prepared By: Karla Schofield. Deputy DirectoV^^^iU.^ Phone: 465-3852
Division: Administrative Services Date:;? 0 2 /4 ?-

Approved By: Pamela A. VimTTExeputive Director

----------------‘ ■—

Agency: Legislative Affairs Agency 2 2  M r

Distnbution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agency(ies).
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‘'ONTINUATION OF FISCAL NOTE: CS 68 (FIN)

Travel

Travel costs for one Governor's appointee will be paid for by the Office of the Governor. FY 97 travel costs for the two 
public members appointed by the Governor. Legislators and public members appointed by the presiding officers wiil 
be absorbed within existing Legislative budgets. This Fiscal note contains FY98 and FY99 travel amounts for the 
public members.

If the task force begins work in FY97 it is expected to travel once in FY97, 4 times in FY98, and 3 times in FY99 to 
hold meetings. Any other meetings of the task force will be conducted by teleconference.

For the purposes of this fiscal note, 2 public members are assumed to be fi ->m Fairbanks, 3 from Anchorage, 
and 1 from Ketchikan. 2 days of per diem are calculated for each meeting.

Per Diem Travel
FY 90
2 Anchorage Meetings
3 Anchorage members 0 0
2 Fairbanks members 1,736 1,328
1 Ketchikan member 868 1,240

1 Fairbanks Meeting
3 Anchorage members 1,026 996
2 Fairbanks members 0 0
1 Ketchikan member 342 690

1 Juneau Meeting
3 Anchorage members 1,026 1,398
2 Fairbanks members 684 1,148
1 Ketchikan member 342 268

Total FY98 Travel 6,024 7,068 13,092

FY9?
2 Anchorage Meetings
3 Anchorage members 0 0
2 Fairbanks members 1,736 1,328
1 Ketchikan member 868 1,240

1 Juneau Meeting
3 Anchorage members 1,026 1,398
2 Fairbanks members 684 1,148
1 Ketchikan member 342 268

Total FY99 Travel 4,656 5.382 10,038

Contractual
Phones Postage Advertizing

$100/rnonth $50/mcnth 750/meeting TOTAL
FY98 1,200 600 3,000 4,800
FY99 700 350 1,500 2,550

Teleconference charges and expenses for printing the report will be absorbed by the Agency.
Page 2 of 2
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F I S C A L  N O T E N o . a -
st a t e  o f  alaska B i l l  Verson: < * 3 < ; a  L «

(S) Publish Date: .3 - J i -9 71997 LEGISLATIVE SESSION 
Revision Oat#:
rm«:

d l  a l 2 ±
i Act tenting to tt

0*pt. Affect*d:
An Aa mating to m# Ta»fc Fore* on Pnvanration. 8RU: 
____________________ _____ ______ Component:

See anetytr* below

Sponsor:
Requester:

Senator Ward
Senate Stata Affair* Committee COMPONENT SERIAL NO.

Expenditures/Revenues
OPERATING EXPENDITURES FY 9C FY 99 FY 00 FY 01 FY 02 FY 03

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING gee ee eeee* eeee* IHM eeee* •e*a*

CAPITAL EXPENDITURES

[CHANGE IN REVENUES ( )

FUND SOURCE __ (Thousands of Oollar*)
1002 Federal Recap's
1003 GF Match
1004 GF
1005 GF/Program Receipt*
1037 GF/Mental Health
Other
TOTAL e eeee aeeae eeee* • eeee • eeee • eeee

Estimate o f any current year’(FY97) coal: $ a eeee

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separata papa <f necessary)
This bill would astablish a Task Fore* on Privatisation, which would, among othar tasks. *idantify functions of 

our stata govammant that could aconomically and appropriately ba privalizad. if any.'
Most of tha stata's labor agraamants induda provisions which require tha stata to conduct faasibility studies 

datarmining potantial costs and banafits before any dadsions a/a mada on contracting out work currantty 
performed by stata employe** Therefor*. bafora any dacisions ara mada on implementation of tha Task Force's 
recommendations to prkaoza stata functiona covarad by thasa labor agreements, tha faasibility studies required by 
tha labor agraamants would naad to ba conductad.

Pnor feasibility studies of thia type have cost from approximately $20,000 to $50,000 par study. However, 
because tha naad for feasibility studies wil depend on tha recommendations of tha Task Force, thasa costs, and 
tha departments affeded, cannot ba estimated now. This is why asterisks are shown on this fiscal note.

In addition to feasibility studies, the labor agraamants require other procedures to be followed before work can 
be contracted out.

Prepared by:
Division:

Annales McConnsH. Oir 
Office ot Management and-Bt)8q

Approved by Commissioner: 
Agency:

Jim Ayer/.. 
Office dihe

465-4660
: T T lX T T T

Date: 2/24/97

(Rev 11i9S) 97Usnot.xlfcC8R

PREPARER TO PROVIOE ALL,DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For funner oairduwn nformawn, cefl in* Governor's legisasve Office

V P»9# 1 ot 1



F ISCA L  N O T E  No
STATE OF ALASKA
1997 LEGISLATIVE SESSION
Revision Date: 
Title:
Privatization: ..

*An Act relating to the Task Force on

Bill Verson: . . . d s s n  LX  ___
(S) Publish Date: 3  __

Dept. Affected:____________Office of the Governor

Sponsor:
Requester:

Senators Ward. Wilken

.BRU:
Component:

Executive Operations
Executive Office

Senate Finance Committee

Expenditures/Revenues

COMPONENT SERIAL NO.

(Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 02 FY 03

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0 .0 0 .0 0 .0

1 CAPITAL EXPENDITURES

[CHANGE IN REVENUES {

FUND SOURCE (Thousands of Dollars)
1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
10 0 5  GF/Program Receipts
1 0 3 7  GF/Mental Health
Other
TOTAL 0.0 0 .0 0 .0 0 .0

Estimate of any current year (FY97) cost: $ 0 .0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The composition of the task force envisioned by the bill involves both executive and legislative membership. 
This involves constitutional issues, for which the Administration may urge changes in this bill. However, as 
w ritte n  the bill states that two of the three members appointed by the Governor will be public members. It is 
assumed that travel expenses will be incurred by members to attend meetings. Traditionally such costs are 
budgeted by the agency or branch housing the task force. This fiscal note assumes th a t the  travel costs fo r all 
public  m em bers are included in the Legislative A ffairs fiscal n o te .

Due to the nature cf the subject in this bill, it is likely that the Administration's third appointee would be a state 
official in the Executive Branch. Historically, agencies involved pay the costs of Executive Branch state official 
participation. Should this be the case, fiscal impact in travel funding for FY98 would be 2.0, and .6 in FY99.

Prepared by:
Division:

Michael Nizich, Administrative Director
Administrative Services

Approved by Commissioner: 
Agency: _________

Jim Ayers, Chief of Staff
Office of the Governor

Phone:
Date:_

Date:

4 6 5 -3 8 7 6
3 /2 4 /9 7

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For fu rther d istribu tion  in fo rm ation , ca ll the G o v e rn o r's  Le g is la t ive  O ffice
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C S  S B  6 8  ( F I N )  A n a l y s i s  3 / 2 4 / 9 7

Fiscal note assumes one of the Governor’s appointees will be from the Executive Branch 
and a resident of Juneau. After discussion with Legislative Affairs, the note further 
assumes travel costs for this appointee to attend task force meetings as follows:

EY98 M

4 meetings total:

2 Anchorage:

airfare - $444 x 2 trips = $ 888
per diem, lodging, grd. trans. $194 x 2 = $ 388

1 Fairbanks:

airfare - $574 x 1 trip = $ 574
per diem, lodging, grd. trans. = $ 194

1 Juneau: no cost

FY99 (L6

1 .Anchorage:

airfare - $444 x 1 trip = $ 444
per diem, lodging, grd. trans. = $ 194

1 Juneau: no cost
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* I
A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES

TO: HCS CSSB 68 (STA)

Page 2, line 3:
Delete "three"
Insert "four"

Page 2, line 5:
Delete "and"

Page 2, line 7, following "trades"
Delete ";"
Insert ", and the commissioner of the departm ent of commerce and 

economic developm ent or the comm issioner's designee;"

Page 2, line 12:
Delete "two"
Insert "one"

Page 2, line 13:
Delete "two"
Insert "one"

Page 2, lines 14 -18:
Delete all m aterial
Insert "The task force shall select a member to serve as chair of the task 

force and a m ember I. serve as vice chair.



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029  
Mail Stop 3101

M E M O R A N D U M  April 17, 1997

SUBJECT: Task Force on Privatization (CSSB 68(FIN))

TO: Senator Jerry Ward
Attn: Craig Johnson

FROM: Tamara B. Cook 1
Director ^  O

The Task Force on Privatization is established in the legislative branch and consists of 
members appointed by the president of the senate, speaker of the house, and governor. You 
have asked whether the appointment authorin' granted to the governor violates the separation 
of powers doctrine. While the question is not entirely free from doubt. I do not believe that 
a court is likely to find a violation of the separation of powers doctrine.

The court has recognized that the separation of powers doctrine applies in Alaska and that 
appointment of executive officers is an executive function. fBradner v. Hammond. 553 P.2d 
I (Alaska 1976)) However, the power to appoint to office is not exclusively an executive 
function, at least not so exclusively an executive function that it may not be exercised by the 
legislature or by the courts as an incident to the discharge of functions properly within their 
respective spheres. (16 C.J.S. 216) Furthermore, the ordinary constitutional distributive 
clause providing for the complete separation of governmental powers has generally been held 
insufficient to vest the appointing power solely in the executive. Creation of a commission 
with some members appointed by the legislature and some by the governor has been held in 
other states not to violate the separation of powers doctrine when the commission is 
performing legislative and executive functions as a cooperative venture. (16 C.J.S. 135)

The Task Force on Privatization is charged with studying the issue of privatizing 
governmental functions, a topic of interest to both the legislative and executive branches. 
The Task Force is strictly advisory. It cannot exercise any legislative power, despite its 
location in the legislative branch of government. Generally, in order to rise to the level of 
a constitutional question, a conflict between the executive and legislative branches must be 
clear. (16 C.J.S. 217) Because the Task Force is advisory only and because it is involved 
in studying a matter of concern to both branches of government, I do not see the clear 
conflict between the branches necessary to create a separation of powers violation.

130 Seward Street. Suite 409 
Juneau. Alaska 99801-2105

TBC:lmb 
97-060. Imb



JE R R Y  WARD
Suic Cjpiitil 

Juneau. AK WRI9MIM2 
Phone <yi)7M55«WJI) 
Fm iV»7|46S*)7M

716 W JlhAve .Sce.450 
Anchorage. AKWS0I-2IJJ 

Phone cV<J7J 258-HIS3 
Fa* tV<>7> 258-0820

145 Main Streci Loop 
Kcnu. AKW6II 

Phone (907) 283-7W6 
Fa*(V07)283-3075

Blaska State legislature
Senate

S p o n s o r  S t a t e m e n t  

C S  f o r  S e n a t e  B i l l  6 8

"An Act relating to the Task Force on Privatization; 
and providing for an effective date"

Privatization is the fundam ental political and econom ic reassessm ent of the 
role o f governm ent and the private sector in the m odern state. It is a 
v arie ty  o f m anagem en t techn iques and ac tiv itie s  enco u rag in g  more 
invo lvem ent o f the p riv a te  sec to r in provid ing  governm ent services. 
M arkets are effic ien t only when they are com petitive, how ever efficiency 
should not be governm ent's only goal. G overnm ent m ust balance the 
pursuit of efficiency with effectiveness, while m aintaining the confidence 
of the people it represents.

CSSB 68 was introduced to establish a task force that will review functions 
of state governm ent that could easily be transferred to the private sector. 
The task  fo rce  w ill have m em bers from  the pub lic , leg isla tive  and 
executive branches of governm ent.

This w ill be the firs t all encom passing look at privatizing governm ental 
se rv ices in A laska. F o rty -e ig h t o ther sta tes, includ ing  A laska, have 
p rivatized  som e governm enta l serv ices. W hen enacted , this b ill will 
evaluate which services could be provided more efficiently  by the private 
sector as well as h ighlight those services that are better provided by the 
governm ent. The report should provide a road map for reducing the size 
and cost of state  governm ent, w ithout reducing service, w hile providing 
options for the future.

CSSB 68 will also look into the State's contracting procedures to make sure 
Alaskans are getting the m ost out of every contracting dollar spent.

This bill has been endorsed by the Alaska Trucking A ssociation, Gold Belt 
Inc., Local 71 and several others. Privatization of governm ental services is 
one of the top priorities o f the Alaska State Chamber of Commerce.



V
onrcl keeps controversial
ook in schools 3

ewer plan all dried lip G S G 0 3

r ' o u g a r s

slide to 

the t o p  ?ages 1 7

p o t i T w a

Slate eyes privatization PAGE 3

Elect the attorney general?

Legislators report in PAGE 20
PUBLISHED

WEEKLY
Serving Anchorage, Eagle River and the Valley so t

S t a r
LUM E XXVII, N um ber 7 2 4  p ag e s  p lus Inserts S u c c e s s o r  to C hug iak-E ag le  R iv e r A la sk a  S ta r February 20,1997

P r i v a t i z a t i o n  m o v e m e n t  

g a i n s  m o m e n t u m  i n  J u n e a u
By DEANNA THOMAS
Alaska Star Reporter

Pledging to make state government “smarter and smaller”, Sen. Jerry 
Ward has introduced a bill that would require the state to start looking at 
privatizing all departments of state government.

If (he bill is passed, the Legislature will form a task force thatwiH.be 
charged with analyzing the possibility of privatization in state govern­
ment. To ensure all areas of government and the private sector are fairly 
represented, the composition of the task force would have to be approved 
by the governor.

“The public’s interest is foremost. With budget deficits facing Alaska 
in recent years, privatization would force government to examine vari- 
Ow ■* r-mes of cost-saving ideas," Ward said. “This will help deter the need 
for new taxes while making government more effective.”

Ward said the task force will rnly recommend privatization if the ser­
vice can be "done cheaper and as well as or better than private busi­
nesses."

While Ward said he doesn’t expect entire departments to be turned 
over to private businesses, he said jobs within the departments would 
probably be better done through contracting.

For example, Ward said the state could contract out catering services 
for Alaskan prisons or snow plowing services for state highways. This, 
lie said, could save the state money in maintenance fees and employee 
overhead.

Although Ward said he expects some state employees to be upset with 
his plan, he said the Alaska State Employees Association has been sup­
portive of the bill and has only requested that a representative of the 
union be on the task force.

“They have no fear whatsoever of matching themselves against pri­
vate enterprise," he said.

Ward said he has made it clear to the union that the bills goal is "not to 
eliminate state employees.” Instead, Ward said he only wants the task 
force to “get the hard dollars and take a look at them.”

The task force would split its work into two years. This year, the task 
force would look at privatization in the departments of corrections, trans­
portation, health and human services and public facilities. All totalled, 
the state spends S1.4 billion on these four departments, Ward explained.

The second year, the committee would analyze the remaining stale 
departments. Once the task force has come up with its results, Ward said 
“the report will be a road map for the future."

If approved, Alaska would be the 42nd state to create a privatization 
task force. Meanwhile, debates have been brewing over whether prisons 
and the Alaska Railroad should remain in state hands or be turned over to , 
private enterprise.
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ALAS, \ TRUCKING ASSOCIA' DN, INC.
3443 Minnesoia Drive * Anchorage. Alaska 99503 • PHO NE (9071 276-1149 • FAX |907) 274 -1946

February 12. 1997

Madam Chair and Members of the Committee:

My name is Frank Dillon. 1 am the Executive Director o f Alaska Trucking 
Association, a 38 year old trade association, representing Alaska’s truck 
users. We are testifying today in support o f Senate Bill No. 68.
We would like to thank the sponsor for his introduction ol this bill and are 
hopeful that it will quickly pass through the legislative process and be 
enacted. Over the past 30 to 40 years government has taken on many roles 
dial rightfully belong in the private sector. W- believe that in certain areas 
privatization will provide efficiencies, cost savings, and improved service to 
the citizens o f Alaska. We are aware of a number of examples throughout 
the United Stales where privatization has worked and wc are also enthused 
by examples here in the state where privatization is working. One example 
o f this is in the area o f commercial driver’s licensing. The division o f motor 
vehicles has entered into agreement with some private companies to provide 
licensing services to commercial vehicle drivers. Currently ATA is also 
working with the division of motor vehicles to privatize the issuance o f truck 
and trailer registration through the association. We believe there are many 
examples where privatization makes sense and again would ask that you pass 
this bill. Thank you very much for your consideration and wc would be 
happy to answer any questions.

Sincerely,

1 \ ! \•S'

Frank J. Dillon 
Executive Director
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February 11, 1997

Senator Jerry Ward 
State Capital 
Juneau, Alaska

Dear Senator Ward:

Public Employees Local 71 has looked at your proposed legislation for a Privatization Task 
Force, SB 68. We are willing to support SB68 but would like to see language to seat 
representatives from the affected labor organizations on the task force.

Local 71 bell :ves that with fair representation from all concerned with privatization on the 
Task Force, 'he issue should be resolved.

Local 71 looks forward to working with the Task Force if SB68 in enacted.

Sincerely,

i

Don Etheridge, Business Representative



.ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

a s s o c ia t io n

February 13, 1997

Senator Jerry Ward 
Alaska State Senate 
State Capitol 
Juneau, AK 99801-1182 Re: Support, SB68 , Task Force on 

Privatization

Dear Senator Ward:

Members of the Alaska State Hospital & Nursing Home Association support SB 
68 , relating to the task force on privatizaton. We want to thank you for bringing 
this matter to the attention of the Legislature and Governor.

The challenge that the annual cost of state government is exceeding the annual 
revenue of the state is as true in the area of health care as in any other area. 
Because health care is such a big part of the state gcvernment cost’s, the members 
of the Association would like to have one of their members sit on the Task Force.
They are willing to spend the necessary time it will take to investigate the possibilities. 
We all need to work together in this time of declining resources.

Sincerely,

Laraine L. Derr 
President/CEO

- 1Q Crwxrd Strkht #11 • JVneal’. AK 99*01 • (901) 586-1790 • F.ax (901) 463-3573



NFIB
Nation*.' Federation o f  ; 
Independent Bus lues*

A p ril 2 2 ,1 9 9 7

S e n a to r  J e r r y  W a rd  
S ta te  C ap ito l 
Ju n e a u , A k  99801-1182

S ub ject: S u p p o rt fo r SB 68  - T ask  F orce  on P riv a tiza tio n

The A laska Chapter o f the National Federation o f  Independent Business has 
4,500 members, making it the largest sm all-business advocacy group in the 
state. NFIB/A laska supports efforts to m ake governm ent m ore efficient and 
less costly and opposes unwarranted government com petition with the private 
sector. The privatization task force proposed in SB68 will evaluate these 
issues in Alaska.

The state should encourage private business initi?.dve whenever possible. 
W hen feasible, the state should contract with J\> .in' sses instead o f providing 
services through state agencies. Full transfer o i services to the private sector 
is w arranted when the private sector can deliver equal or better service at less 
cost.

Senator W ard, your pledge to make state governm ent “sm arter and smaller” 
is a good one. Your efforts are greatly appreciated. Please add NFIB/Alaska 
to your list o f  supporters o f SB 68.

Sincerely,

 I ^ L -

Thyes J. Shaub 
on behalf o f  NFEB/Alaska

217 Second Street, Suite 206 .Juneau, AK 99801. 907-463-5118 . Fax 907-463-5128 

Tbe G u a r d ia n  o f  Smal l  Bus i nes s  f o r  Fi f ty  Years




