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Brand mergers: an analysis of consumer brand identy preferences

Abstract:

Purpose The purpose of this study is to investigate reastto the various name and logo redeployment
alternatives available in the context of a merger.

Design/methodology/approach This study develops a typology of the alterratiisual identity structures that
may be assumed in the context of a brand mergdrdying on literature review and secondary datayelbas

an exploratory study (n = 467) analysing consume@rgferences regarding the alternative brand itenti
strategies.

Findings — Results suggest that there is a clear prefericigurative brand logos. Furthermore, we found
evidence that the brand logo may play a role a®itapt as the name in a merger, ensuring consutimarthere
will be a connection with the brand’s past. Anotheeresting finding was that the choice of thedagflects
consumers’ aesthetic responses, whereas the cbbibe name reflects consumers’ evaluation of ttenth's
offer or off the brand’s presence in the market.

Originality/value — The paper uses an innovative research desigchvgives respondents freedom to choose
their preferred solution, hence the richness afltess much greater. These results should guideagers in the
evaluation and choice of the post-merger brandiredegy.

Keywords: brand, brand identity, logos, mergers and actjois

1. Introduction

Name and logo are key components of corporate itgiesince they are the most pervasive
elements in corporate and brand communications, play a crucial role in the
communication of the organisational characterisfidsnderson & Cote, 1998; Van Riel &
Van den Ban, 2001).

The reasons for changes in corporate brand namelaguod are numerous, nevertheless
mergers are one of the main events leading to #uessity for a new name and logo
(Muzellec & Lambkin, 2006). Furthermore, the buiigiof a strong and clear visual identity
is critical for the successful implementation omarger (Balmer & Dinnie, 1999; Melewar,
2001). However, relatively little academic attentioas been paid to the different name and
logo options available to the new corporate entégd to our knowledge no empirical
research has addressed the branding strategiestliperspective of individual consumers.
This paper seeks to address this research gapewwsjoping a model of consumers’ brand
identity preferences, in the context of a mergeecHically, it considers the degree to which
name and logo characteristics influence consunsgporeses.

The paper is set out as follows: we begin by reingwelevant branding and brand identity
literature, and discuss specifically the impactoherger on corporate name and logo. Then,
the study is described, the research results asepted and discussed, limitations noted and
research directions outlined.

2. Literature Review

2.1 Brand and brand identity

Branding is a central concept in marketing, and plaeticular importance of corporate
branding has been highlighted by a number of wai(&eller and Richey, 2006; Merriles and
Miller, 2008). Although this increasing interestbranding, we may say that its incorporation
into the conceptual structure of marketing is siilt completely consolidated (Stern, 2006).

In the search of an holistic conceptualization,assume a semiotics based conceptual model
for branding, according to which the brand is foeehcbn three fundamental pillars: the
identity pillar, which includes the sign or sigrsat identify the brand (name, logo, slogan,
...identity mix) and the brands associated tohiistbuilding the corporate identity structure;



the object pillar, which includes the different e of the brand together with the
organization and the marketing activities which mup them; the market pillar, which
includes the brand’s stakeholders and their differesponses to the brand at a cognitive,
affective and behavioural level (Mollerup, 1997nktastre, 1997).

Name and logo are generally considered the maimdbidentity signs, since they are critical
communication cues (Henderson and Cote, 2003;réPietaal, 2007; Van den Bosch and de
Jong, 2005). Development of a strong logo is paldity relevant for services organizations,
because of the intangible nature of their offeri(Bsrry, 2000; De Chenatony and Segal-
Horn, 2003, Devlin and McKechnie, 2008). Severaltkeang scholars have underlined the
need to link intangible service offers to tangildtgos in order to convey appropriate
meanings (Milleret al, 2007).

2.2 Logo design

As a brand identity sign, a logo can refer to aetgrof graphic or typeface elements, ranging
from word-driven, word marks or stylized letter k&rthrough to image-driven, pictorial
marks (Henderson and Cote, 1998; Wheeler, 2003isnstudy, the word logo refers to the
graphic element that a company uses, with our witite name, to identify itself.

Theorists agree that well-designed logos shouldelsegnizable, evoke positive affect and
allow the transmission of a set of shared associat(Henderson and Cote, 1998 and 2003;
Janiszewski and Meyvis, 2001; Klink, 2001 and 200&hli et al, 2002).

Affective reactions to the logo are critical, besawaffect can transfer from the identity signs
to the product or company with little or no proégegqHenderson and Cote, 1998; Schecther,
1993). Furthermore, in low involvement settingg #ffect attached to the logo is one of the
few cues that differentiate the offering (Hoyer a@dwebwn, 1990; Leong, 1993). As design
evolves to become an essential component of cdgparaarketing, it is important to
determine the extent to which design elementsfigugativeness create a positive affect.

2.3 Figurativeness

Figurative and its opposite endpoint, abstractfurag the extent to which a sign is related to
the natural and sensitive world: the sign is alostwehen there are no links to the sensitive
world; in the opposite situation we say this sigrfigurative (Greimas and Courtés, 1993).
Logos depicting characters, places, animals, faritany other objects of the real world, that
have familiar and widely held meanings, demand waetolearning effort and are better
recognized (Henderson and Cote, 1998; Lencastr@7)19Recognition for abstract and
meaningless logos may be poor, and abstract deaignsore difficult to interpret (Koen,
1969; Nelson, 1971; Seifert, 1992). Empirical reskedurther shows that figurative identity
signs can enhance brand memorization and contribuiee formation of brand associations
(Henderson and Cote, 1998; Hynes, 2009; Van Re:NMan den Ban, 2001).

Thus, from a design perspective, we decided tosaruthis particular logo element, and to
examine reactions to figurativeness in the spectittext of a brand merger.

3. Typology of the corporate identity structures thatmay be assumed in the context of a
merger

Based on the literature review and on a documemalysis of recent mergers we present a

typology of the corporate identity structures theganizations may assume in the context of a

merger, and which may closer to a monolithic idgntbne single brand) or to differentiated

identity (two or more independent brands). Next describe each one of the alternatives

identified, clarifying their main advantages andatdivantages.

One of the corporate brands name and visual identyt

According to the results of previous research (&b and Knowles 2006; Rosson and

Brooks, 2004), in the majority of the deals, therged entity adopts immediately the name

and visual identity of the lead organization. Tisisisual in mergers involving organizations



with very a diverse dimension/power, and when #aeling organization pursues a monolithic
politic and wants to create a strong corporate crdinis alternative allows to communicate
explicitly who will be in charge after the merg@&he use of one name and one visual identity
provides visibility to the brand (Olins, 1990), aedables synergies in what regards the
marketing activities (Keller, 1999). Furthermorestomers may benefit from dealing with a
more prestigious and larger organization. Howetles, alternative does not capitalize on the
equity of the disappearing brand, and may genedigsatisfaction among the target
organization’s clients (Ettenson and Knowles, 2006)

Sometimes, the new organization adopts temporatilybrid solution, in which the name and
visual identity of the lead brand cover the idgndif the target brand. Relatively to the former
alternative, this solution allows clients to adjgsadually to the new brand while maintaining
their relationship to the disappearing brand. Meegpthis alternative permits the equity of
the target brand to be absorbed gradually by the beand.

Another possibility is for the new organizationadopt the name and the visual identity of the
target organization. This may be the case, whentdlget brand is a leading brand in its
market, and has a high level of awareness and afsstrong, favourable and unique
associations.

One of the two corporate brands’ name and new visuadentity

This solution enables the new brand to inherithiséory and attributes of the original brand.
Moreover, the adoption of a new visual identity caltow the signalling of a brand
repositioning, of a fresh beginning.

New name and visual identity

The decision to create an entirely new identity cignal a new beginning, and help
communicate the changes in the corporate struettdepositioning strategy. Though, this is
the most risky strategy, since the loss of equ#tgoaiated with the two corporate brands is
more significant (Jaju, Joyner and Reddy, 2006k0Althis drastic change may generate
feelings of uncertainty, insurance and resistamoerg the different publics (Ettenson and
Knowles, 2006).

Combination of the two corporate brands’ names ané new visual identity

The solutions that combine elements of both idestitan capitalize on the value of the two
corporate brands (Keller, 1999). The option to boma the names can enable a connection to
the familiar, while the creation of a new visuatmtity can signal a fresh start (Ettenson and
Knowles, 2006). Still, these options may difficutie definition of the new brand’s
positioning strategy. The simple combination @& ttvo names may not express an attractive
promise, and it is fundamental to communicate tiea ithat the organization resulting from
the merger is greater than the parts (Rao and Ruk@®4). Furthermore, these alternatives
may result in a too long name, difficult to proncarand to memorize.

Combination of the two corporate brands’ name and isual identities

The combination of the two central brand identigngents may be adequate when one of the
corporate brands involved has a distinctive nantetha other a symbol rich in meaning. If
the symbol communicates the target brand’s namegalys its name does not need to be
mentioned. On the other hand, the use of a hightybslic logo can compensate a more
abstract name. Also, the inclusion of identity sigri the two brands can be interpreted as a
sign of continuity, of respect for the brands’ kege (Ettenson and Knowles, 2006; Spaeth,
1999).

One of the two corporate brands covers the other \h its name and visual identity

By covering with its name and identity the acquicedporate brand, the organization expects
to benefit from the value of the two corporate kianThe endorsing brand provides
credibility and trust to consumers, assuring that éndorsed brand is up to its standards of
quality and performance. Furthermore, this alteveatan increase consumers’ perceptions of



the endorsed brand and preferences for it (Aakdr Jnachimstaler, 2000; Saunders and
Guoqun, 1997). Another motivation to endorse thegeia brand is to provide useful
associations to the endorsing brand, since a lgdatiand in its market segment can enhance
corporate image (Kumar and Blomgvist, 2004). Thqutitis option can create some
confusion about the meaning of the corporate brdridendorses several individual brands
and if there is no explicit coherence between them.

Two independent corporate brands

The adoption of a differentiated identity structuemeables the organization to position its
brands clearly according to their specific beneéfitel, thus, allows for optimum market
coverage (Aaker and Joachimsthaler, 2000). Moredber multiple brand strategy enables
retaining the value associated to the target beandme and avoids the new offers from
acquiring incompatible associations. However, gtrategy does not allow taking advantage
of scale economies and synergies concerning bresrdsunication. Also, this solution may
be extremely costly, because to leverage the braaupsty it is necessary to support them
continuously (Olins, 1990).

The seven options typified are illustrated in Tabléhrough real cases of brands’ mergers
(see Attachments —Table 1).

This research focused on the banking sector. Tdemed particularly appropriate, since we
have witnessed a large number of mergers and diogoss between banking brands.
Additionally, there is a growing body of literaturelating brand identity and services or
banking brands (Devlin and McKennie, 2008; De Chtiny and Segal-Horn, 2003; Berry,
2000).

4. Research method

In the first phase of the study, qualitative reskavas used to gain an in-depth understanding
of the different behaviours in terms of corporatentity that organisations may assume, in
the context of a merger. The evidence collectellided published document, communication
material and in-depth interviews. Background infation on the identity signs (corporate
names, logos/symbols) of the corporate brands jnadrafter the merger was also gathered.
The in-depth interviews with senior/management ettees helped to understand how the
process of corporate identity change was managetpeovided insight into the alternative
corporate identity structures that were considdrgdhose who participate in the corporate
branding decision.

In the second phase of the study, an experimetidly svas used to evaluate consumers’
preferences concerning the different corporatetiferedeployment alternatives available.
This method is commonly used in experimental a¢isthe@nd was previously adopted in
studies on the selection and modification of lofgg. Henderson and Cote, 1998 and 2003).
For the present study four Portuguese banking lsréddixa, Millennium, BES and BPI), and
two international brands (Barclays from UK and BaRopular from Spain) were selected.
Since we wanted to give respondents the optiorhtmse a new name and/or a new logo,
when choosing the preferred redeployment alteraatie did a pre-test to identify a suitable
solution. Therefore, we conducted an exploratonglygt using names and logos of European
banks that were unknown in Portugal, to identifgadution that reunited a high level of
preferences. The results showed that the nameogodof UniCredit Banca were preferred by
the majority of the respondents, and thus we ddcidause this brand’s identity signs in our
study.

In the main study a survey questionnaire was acditnated to measure consumer’s attitude
towards the corporate brands being studied and fireferences regarding the different
corporate identity redeployment alternatives. Tesearch used fictional scenarios involving
the six real banking brands.



Respondents (n=467) were postgraduate studentsanorajor university, and were assigned
randomly to 1 of the 15 versions of the brand mer§ach independent group of respondents
(composed by at least 30 elements) evaluated aperede brand pair.

Respondents first answered a series of questigasdiag their cognitive answer towards the
banking brands and their identities signs. Theny there asked to rank the logos under study
from one through to seven, where one was the regms “most pleasing” and seven the
“least pleasing”.

In the following part of the questionnaire a semé questions were included to evaluate the
cogn}tive (familiarity), affective and behavioure@sponse towards the two brands under
study.

Finally, respondents were presented with the tastietulus depicting the corporate brands’
merger scenario, and then answered questions congehe corporate identity redeployment
alternative that they prefer.

Participants were given three cards depicting ftifferdnt alternatives in terms of the new
brand’s name — name of Brand A, name of Brand Baagrew name- and three cards
depicting the different alternatives in terms oé thew brand’s logo - logo of Brand A, of
Brand B, or a new loge and were asked to form on the presented book&t preferred
corporate identity redeployment alternative (semacktments - Figure 1).

The option to give respondents freedom to crea greferred solution allowed to induce a
high level of involvement and compromise with tlasswer, and contributed to a much
greater richness of results (118 response altegsatvere found).

5. Results

5.1 Revision of the typology of identity options

The analysis of consumers’ preferences led to isicgvof the typology of corporate identity
redeployment alternatives previously developedgesiwe have found new monolithic and
combined redeployment alternatives.

In respect to the monolithic alternatives, fourfefiént response typologies were identified,
instead of the three options initially typified éséttachments - Table 2). The option to
choose the logo of one of the two brands and amswe was not previewed in the literature
and is not usual in the practice. This new monalitption transforms the brand’s logo in the
stability element whenever there is a rupture wthehpast in terms of name.

In regard to the redeployment alternatives thatlmamelements of both brands’ identities, a
wide range of response typologies was found bediteshree options previously typified
(see Attachments -Table 3). The option to combieetivo brands’ logos with a new name is
a variation of the alternative to combine both bisimames with a new logo, and contributes
again to underlining the importance of the logahesstability element in a merger context. In
respect to the option of choosing the logos ofti® brands associated to the name of one of
the brands, it can be considered as an example ehdorsement solution, and it confers the
logo the endorsement role that is typically atti@olto the name.

! Familiarity with the brand was measured througieeen-point semantic differential scale assessiaglegree
to which the respondent was familiar/unfamiliacagnized/did not recognize, and has heard/has eetdhof
the brand before (Simonin and Ruth, 1998). Affeelsvevaluated through a seven-point semantic diffrexe
scale, which allowed to access the feelings thabtlands inspire (unpleasant/pleasant; uninteggsiteresting;
unfavourable/favourable; dislike/like; bad/goodgative/positive) (Henderson and Cote, 1998; Grossaral
Till, 1998; Kim, Allen and Kardes, 199@ark,Jun and Schocker, 1996; Milbergark and McCarthy, 1997;
Rodrigue and Biswas, 2008amu, Krishnan and Smith, 1999; Simonin and Ru#®8). Behavorial response
was measured by asking respondents to identify witlth banking brands they work and which is theain
bank.

%2 The names were written in the original letteringginforce the maintenance option (or the chami®w in

the case of the new name), when the name is chosen.



Results indicate that almost half of participantsfgrred monolithic redeployment strategies
(47.5%). However, the analysis of the different widhic response typologies shows that the
creation of a new brand outperforms the presematiothe brands involved in the merger.

Moreover, redeployment alternatives that combieeneints of both brands identities are also
very often chosen. On the other hand, differendialéernatives are very rarely selected.

We have decided to call “dictators” to the respansi¢hat prefer the creation of a monolithic

structure, “ethicals” to the ones that always cleoasombination of both brands’ identities,

and “reluctants” to the ones that consider thaspde of the merger, the two brands should
remain completely independent.

5.2 Relation between the typology of identity options and the brand pillars

The different response typologies (dictators, etisic reluctants) were crossed with the

response to the three brand pillars (identity, abjmarket) suggested by the analysis of the
justifications of the respondents choices. Theatiics and the ethicals tend to justify the

corporate identity alternative chosen with the alchrands’ image or with the impact that this

alternative might have on the image of the newlymied organization (response to the

market). On the other hand, the ones that aretegiticexplain their resistance to the merger
essentially with the personal appropriation thekenabout the brands offerings (response to
the object) (see Attachments - Table 4).

5.3 Relation between logo design and the identity options

The two figurative logos, BPI's orange flower andr8lays’s eagle, are the ones most often
chosen, although they don’t belong to leading ba@Gksthe contrary, Caixa’s abstract logo or

Millennium’s and BES'’s abstract monograms are ateraibly less chosen, even though they
are the identity signs of the three biggest banks.

In regard to the choice of the logo, we may conelticht the distinction between abstract and
figurative has a significant influence in consurpegferences in a merger situation, and can
be even more important than brand’s antiquity @niis position in the market. Thus, the

choice of the logo tends to reflect consumers’ @atabn of its aesthetic qualities, and to

confirm previous findings in the logo strategyi#tire (see Attachments - Table 5).

In respect to the choice of the brand’s name, wbrge results were obtained for the four

biggest brands studied. Furthermore, the preferemcking for the brands’ names reflects

clearly the market share ranking. Therefore, it nh@yconclude that the qualities of the

different names do not have a determinant influemt&onsumers’ preferences in a merger
situation. Hence, the choice of the name tendsfteat consumers’ evaluation of the brand’s

offer or of the brand’s presence in the market.

6 Discussion and conclusions

Managers should be aware that in a merger sityatencreation of an entirely new identity
may be preferred by consumers. In fact, within thenolithic response typologies, the
solution most often chosen was the creation ofva meme and a new logo. This solution can
send a very strong message to the market, sigmgligiat the merger is an important
corporate transformation with a new vision and diom. However, these findings should be
analyzed with some caution.

Overall results confirm that monolithic redeploymeitrategies are favoured by consumers
subsequent to a brand merger, but there is notgaifisant discrepancy between the
monolithic redeployment alternatives and those ttainbine elements of both brands’
identities.

On the other hand, preliminary findings indicateattithe preference for a monolithic
redeployment strategy, suggested in the study dpedl by Jajet al (2006), is only clearly
supported when one of the partners in the mergameak partner. Whenever the corporate



brands involved in a merger are two highly famillzrands, there is a tendency among
respondents to preserve elements of both branestitees (combined identity).

Results suggest that in a merger involving two nots and very familiar brands,
respondents feel that elements of the two bramt#sitities should be preserved. This reflects
a tendency to consider that in a merger “element®iin brands should be kept”.

Finally, there is evidence that the brand’s logo/mlay a role as important as the name (or
even more important) in a brand merger, ensuring@mers that there will be a connection
with the brand’s past.

Another interesting finding was that the choicetl# logo reflects consumers’ evaluation of
the brand’s identity — and in particular figuratmess, and the choice of the name reflects
consumers’ response to the brand’s object or tartagket. Thus, results suggest that when
the consumer does not want to assume a monoligi@wour, he will tend to choose a
figurative symbol and the name(s) of the brand{aj ts more highly valuated by himself or
by the market. Managers should be conscious ofathwentages associated to a figurative
brand logo.

Finally, this research presents a strong caseh®meed to create a genuine and affective
relationship with the brand’s clients, in orderdiesure stronger loyalty behaviours towards
the brand and its identity signs in a merger sibuat

7 Limitations and directions for further research

The findings regarding consumer logo preferencesiishbe analysed more thoroughly in a
confirmatory study that addresses the research. gayss$, this study used real brand logos
which were familiar to our subjects. In future r@s# novel logos will be used, so that it is
possible to assess the effects of initial desigresponses and thereby minimize the effects of
usage variables. Additionally, logos will be desdgnin black and white to minimize the
presence of colour.

Previous research has demonstrated the universdérence for divine proportidnin
figurative logo designs. Preference for more abstlagos tends to favour the 1:1 ratio
(Pittardet al, 2007). Based on these results, it is recommetidfuture research includes
abstract and figurative logos which conform to pineferred ratios.

This research focused on a very specific produtetgoay, namely banking services, thus the
generalisability of the findings may be questioeabiiowever it should be noted, that the
financial service context has been used with scdes investigate branding issues.
Nevertheless, future research should explore sinmiatters in other product markets, to
prove that the findings of this study are pertinard broad range of contexts.

The fact that this study used a student sampleatsaylimit the degree of generalisability of
the results. However, using student respondentsstobrand identity or aesthetic preference
Is consistent with prior research (Hendersbal 2003;Pittarcet al, 2007). Additional studies
on consumer brand identity preferences will beglesi to address these limitations.

8 Managerial implications

This study should guide managers in the evaluasiod choice of post-merger branding
strategy. Brand managers should be aware thatréimel bogo may play a role as important as
the name in a merger, ensuring consumers that thidrée a connection with the brand’s
past. Moreover, this study confirms that logo desttparacteristics influence significantly
consumer responses. For maximum positive affect imodeased brand strength it is
suggested that figurative logos be chosen over @iosract designs.

® The "divine proportion hypothesis” states thatsuial form is most aesthetically pleasing whenrtii of its
larger to smaller dimensions is 1.618.
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Attachments

Table 1-Typology of the corporate identity structures timaty be assumed in the context of a

merger
Tipology Brand 1 Brand 2 Merger
1. One of the brands’ ‘ TELECELT ‘
name and logo .
> vodafone vodafone
=
3 : & Hibp
= 2. One of the brands AT, . o
(8}
£ name and a new logo -;E i' 3
S "
c
=
GRAND
3. New name and logo) QYT NN2Y METROPOLITAN DIAGEO
4, Combina}tion of the 01 PARIBAS e
two brands’ names i FAR Y BNP PARIBAS
> | and anew logo
c
3 5. Combination of the Swiss Bank
T | two brands’ name Corporation UB S
= and logo
E
= 6. One of the brands -
© endorses the other HSBC m M m
with its name and HSBC m
logo
©
28
€ £ | 7. Two idendependent o e ® ,
% & | brands P l)(ﬂG G"k"e RﬂG G"k"e
e 2
[a)
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Figure 1 — Example of questionnaire cards in the mergeratebetween BPI and Barclays

*
L

’Q

BPI

BARCIAYS

UniCredit Banca

Table 2— Monolithic redeployment options

Options presented in the Literature Review
and Documental Analysis

Variants resulting from the Experimental
Study

1. One of the brands’ name and logo

kdBPI

2.1 One of the brands’ name and a new logo

4 BPI

2.2 One of the brands’ logo and a new name

u UniCredit Banca

3. New name and logo

a UniCredit Banca
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Table 3— Redeployment options that combine elements df brands’ identities

Options presented in the Literature Review and
Documental Analysis

Variants resulting from the Experimental
Study

4.1 Combination of the two brands’ names and a

new logo

BPlsarciays

4.2 Combination of the two brands’ logos
and a new name

%

UniCredit Banca

5.1 Combination of two brands’ name and logo

ﬂ BARCLAYS

5.2 Combination of the two brands’ names

and logos

BPlsarciays

5.3 Combination of the two brands’ names

BPlBarciays

6.1 One of the brands endorses the other with itg

kJBPI

BARCLAYS

6.2 1 One of the brands endorses the other

kdBPI
W

Table 4 The dictators, the ethicals and the reluctants #radr response to the brand’s pillars

Responses to the Brand's Pillars
Responses to Total
the Merger | Response to| Response to the| Response to the Others
the ldentity Object Market

Dictators 31,5% 17,1% 41,4% 9,9% 47,5%
Ethicals 38,0% 4,8% 48,1% 9,2% 44 5%
Reluctants 0,0% 64,9% 29,7% 5,4% 7,9%
Total 31,9% 15,4% 43,5% 9,2%% 100%
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Table 5The choice of the identity signs

Market Share Names Ranking Logos Ranking
illennium *
23,4% D |
22,9% 20,8%
22 2% Caixa
20,8%
16.0% BES
20,8%
9,3% BPI N o
20,1% 13,7%
BARCLAYS M
18,8%
13,7%
BANCO
2:3% POPULAR b
10,5% 4,9%
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