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Part I
Turbo-boost Your Career:
Become an 80/20
Individual






1 How to Become an 80/20 Individual



“As business changes, the individual is the one who brings tools to the company.”


Philip Harris, CEO, PJM Interconnection


“It’s almost as though the village blacksmiths of the world can now build axles in their backyards, and assemble them together and compete with General Motors. And that’s literally what is going on. We have proof through the Linux operating system.”


Paul Maritz, vice-president, Microsoft


“In all of these industries, the key unit of value creation is the individual … the logic of deconstructing value chains is carried to its limit: individual employees (the smallest possible sliver of the business) extract the value that they uniquely create.”


Philip Evans and Thomas S. Wurster, Boston Consulting Group


“Take away our twenty most important people, and I tell you we would become an unimportant company.”


Bill Gates, chairman, Microsoft


“The emperor of the future will be the emperor of ideas.”


Winston Churchill


“If nature has made any one thing less susceptible than all others of exclusive property, it is the action of the thinking power called an idea.”


Thomas Jefferson


[image: image] There is a new way to create wealth that is better than the traditional route of managerial capitalism.


[image: image] Creative individuals are at the heart of the new revolution. Creative individuals are more important to wealth generation than are corporations or capital. Individualism is replacing capitalism.


[image: image] The revolution follows one simple principle—the 80/20 principle. Success comes from an exclusive focus on the few very powerful forces operating in an arena. The most important forces to which the 80/20 principle applies are ideas and individuals. The principle also applies to all the other raw materials of enterprise: customers, partners, technologies, products, suppliers, and capital.


[image: image] Wealth is most effectively multiplied by subtraction and rearrangement of industries, not through the traditional routes of aggregation of activities and assets. More separate enterprises are created, spawned by a new idea from new individuals, and linked together by markets rather than by hierarchy and central planning.


[image: image] The 80/20 revolution is as important as the three other transitions in economic history: the agricultural revolution, the industrial revolution, and the managerial revolution. These resulted in quite different economies and societies. The same will probably happen again, over the next two decades.


[image: image] Perhaps the most seminal change has already happened—the most successful corporations now revolve around a few individuals. The corporation serves the individuals, not the other way round. Yet this does not apply universally. Most of the economy—although not the most profitable part—still follows the old pattern of managerial capitalism. When this ceases to be true, the economy will change abruptly and radically. We will witness a huge transfer of wealth to individuals and away from institutions, to entrepreneurs and away from passive investors.


[image: image] Individuals who want to benefit by being part of the 80/20 revolution can do so by taking some straightforward steps. These are fully described in Part II.


This book is about a revolution that is changing the lives of individuals, individuals who are changing the world. I call these revolutionaries “80/20 individuals,” people and small teams who use the 80/20 principle to turbo-boost their careers and build businesses. You may already be an 80/20 individual without knowing it, but if you are not, you have everything to gain by becoming one.


The 80/20 Principle, my earlier book, struck an extraordinary chord by answering two questions:


[image: image] How can I use the 80/20 principle to raise the profits of my corporation?


[image: image] How can I use the 80/20 principle to be more effective personally?


This book answers a quite different question:


[image: image] How can I use the 80/20 principle professionally, to create wealth and wellbeing as an individual?


This is a book for individuals at work. I explain how you can become hugely more successful in your career by transforming any business in which you operate. It doesn’t matter whether you are an entrepreneur, a manager, an executive, a worker, or unemployed. You can use the step-by-step method described here to remodel an existing business or create a new one, so that you and your close associates benefit. My objective is to help you as an individual first, customers second, and corporations only if helping them helps you. The world belongs to individuals, not to corporations.


Turbo-boost your career—use the 80/20 principle to accomplish more by doing less.


A brief history of the 80/20 Principle


In 1897, Italian economist Vilfredo Pareto (1848–1923) discovered a regular pattern in distributions of wealth or income, no matter the country or time period concerned. The distribution was extremely skewed toward the top end: A small minority of the top earners always accounted for a large majority of the total. Pareto was eventually able to predict the results accurately before looking at the data.


Pareto was greatly excited by his discovery, which he rightly believed was of enormous importance not just to economics but to society as well. But he managed only to enthuse a few fellow economists. Although he could write lucidly on less momentous subjects, his exposition of the “Pareto principle” lay buried beneath windy academic language and dense algebraic formulae.


Pareto’s idea only began to become widely known when Joseph Moses Juran, one of the two great quality gurus of the twentieth century, renamed it the “Rule of the Vital Few.” In his 1951 tome The Quality Control Handbook, which became hugely influential in Japan and later in the West, Juran contrasted the “vital few” to the “trivial many,” showing how quality faults could be largely eliminated, cheaply and quickly, by focusing on the vital few causes.1 Juran, who went to live in Japan in 1954, taught executives there to improve quality and features at the same time as copying from the US. Between 1957 and 1989 Japan grew faster than any other industrial economy.


[image: image]


Figure 1 The 80/20 Principle


In the US and Europe in the 1960s, the Pareto principle became widely known as the “80/20 rule” or “80/20 principle.” While it was not wholly accurate, this description was snappy and influential. Engineers and computer experts began to use the principle routinely.


The 80/20 principle observes that 80 percent of results flow from 20 percent of causes. It is an empirical “law” that has been verified in economics, business, and interdisciplinary science. Thus most of what exists in the universe—what we do, and all other forces, resources, and ideas—is of little value and has little result; yet a few things work fantastically well and have tremendous impact. There is no magic in the 80 and the 20, which are merely approximations. The point is that the world is not 50/50. Effort and reward are not linearly related. The universe is wonky.


Most of the universe is meaningless noise, yet a few forces are fantastically powerful and productive. Isolate those powerful, creative forces, within and around us, and, hey presto, we can exert incredible influence.


In 1963, IBM spotted that about 80 percent of a computer’s time is spent executing less than 20 percent of its operating code. The IBM engineers rewrote the code to make the key 20 percent much more accessible and user-friendly, thereby securing market leadership. The software advances of the last 30 years—from Lotus to Microsoft to Linux—have taken this idea very much further.


In 1997 I wrote The 80/20 Principle,2 the first book on the subject. I showed how the principle could be applied not merely to help corporations drive business results, but also to help individuals improve their lives. To become effective or happy, realize the importance of just a few people or things. If you concentrate on the few things that work best for you, you can get what you want. You can multiply your effectiveness, and even your happiness. This was new ground, since nobody had previously linked the principle to individual fulfillment.


I struck a chord. As many readers around the world attested, the 80/20 principle is a fantastically useful way to get more out of life.


This new book, however, has a very different theme. The 80/20 Principle showed how companies could use the principle to drive business results and how individuals could improve their personal lives—but not their professional lives. The 80/20 Individual makes the link between the 80/20 principle and the rise of individuals, which has never been made before. It explains how the world is changing and demonstrates that the 80/20 principle is a liberating and amazingly powerful, practical tool for individuals to create great new things.


Value comes from growth


The most interesting and valuable part of business is not the maintenance of existing operations: doing efficiently today what we did yesterday, how we did it yesterday. Organizations are great at maintaining the status quo, but if this was all we did, the economy would never grow.


Growth is more important. Growth means creating something new and valuable. Growth is ultimately driven by individuals and small, self-selected teams of individuals, operating both within established corporations and in new ventures.


The most formidable weapon for growth in business is the 80/20 principle, creatively applied by individuals and small teams of individuals. With the 80/20 principle, individuals can leverage the most powerful forces around them—tangible, but especially intangible ones—to dazzle the world and provide customers with much more of what they want for much less of what they wish to conserve (money, resources, time, space, and energy).


80/20 individuals in organizations


Individuals are usually only partly aware of what they could do to create wealth and wellbeing. They may also be unaware of what they are already doing. In this book you will encounter several people who are creating enormous wealth for others, but who do not realize it. They are already 80/20 individuals, although they are not yet reaping the rewards appropriate to their creativity. They think they are cogs in a corporate machine, while in reality they are at the heart of wealth creation and economic growth.


Even if you work for a large or prestigious organization, if you create something new that reflects your individuality and your ideas, then you are the primary wealth creator. Usually, however, your corporation keeps most of the wealth that you create. Once you realize the disparity, you can narrow the gap. Whether you leave the firm or stay within it, you should be in control.


Those who can create wealth—and know that they can—are able to dictate their own terms. Money is important, yet what most people want is not wealth but happiness. Wealth is a means to happiness, but it is not the main one. What most people want is control over their lives. They want the ability to choose how they live: what work they do, how they interact with friends and colleagues, the quality of their personal relationships, how they make things better for other people, and how they think about themselves.


What you gain as an 80/20 individual is the right to control your life: your work life, your personal life, and the intervening spaces where they collide or mesh, inducing despair or triumph. For example, you may be able to strike a completely different deal with your current employer. There is a whole range of new mechanisms enabling 80/20 individuals to be “half in and half out,” retaining contact and continuity with colleagues while also having real ownership in a new venture. For many 80/20 individuals these hybrid mechanisms are greatly superior to the traditional alternatives, either staying put and being exploited as an employee, or starting a new business from scratch.


My premise is simple—if you add great value, know you add great value, and can demonstrate that you add great value, you can reasonably insist on setting the agenda and the context in which you provide it. You can set your own material and nonmaterial rewards because, whatever you choose to take, it is less than you give. If this simple view upsets existing arrangements, so much the worse for them. You create—you are in control.



The 80/20 principle is at the heart of creation



People think that creativity is a largely a matter of talent, or experience, or luck. They are wrong. Talent, experience, and luck are all key elements. But there is something more fundamental, something wonderfully accessible and powerful, that you can use to multiply your creative effect.


The 80/20 principle is central to all acts of creation. In business it is behind any innovation, any extra value. It is the entrepreneurial principle, the formula for value creation, not just for entrepreneurs but for managers and organizations generally.


A few powerful forces lie behind any act of creation. Take plant growth, the most efficient source of food, and therefore life, throughout the ages. What makes plants grow? Rain is clearly important. And what causes rain? Clouds—but a few clouds create most rain. They create it at particular times, in particular locations. Fertile land is also important. Land fertility is partly a matter of rain, but there are other influences, for example the variety and number of plants and animals that have used the land before. A few pieces of land are very much more fertile than others—not a little better, not even twice or three times as good, but tens of times better. A few influences are always critical, and a few inputs always lead to a large majority of results.


Creation can either be unconscious, as with clouds, or conscious, as with humankind. Our history, especially that of the past three centuries, demonstrates that people can multiply the effectiveness of the rest of nature many times over—hundreds, thousands, even millions of times. (We can also apply similar multiples to nature’s destructive forces, but let’s pass on that for the moment.) There have been three great human inventions that have driven the number of people on our planet, and our living standards, into the stratosphere.


One was the invention of agriculture some 9,000 years ago. Before that, our ancestors gathered wild plants and fruits and hunted wild animals. Deliberate cultivation of plants and breeding of animals for food dramatically increased the size and complexity of human society.


The second breakthrough was the agricultural revolution of the eighteenth and nineteenth centuries, the mechanization of agriculture and the application of industrial techniques. Whereas 300 years ago the vast majority of the population worked the land to make a bare living from it, today in the developed world the same proportion do not work on the land. Yet agricultural production has increased thousands of times, supporting a vastly greater population with more and better food.


The third breakthrough has been the industrial revolution, the alliance between science and business that defines the modern world.


How can such extraordinary conscious acts of creation happen? We could describe them in many different ways, but there are three characteristics of any conscious creation.


One is that creation is a matter of rearranging things that already exist. “There is nothing new under the sun,” as the Preacher said in the Old Testament.3 The invention of agriculture around 7,000 BC involved taking what already existed in nature and rearranging it to make it dramatically more productive. The agricultural revolution after 1750 rearranged the ancient elements of production, applying the leverage of scale and machinery. Biotechnology today imitates what nature does, speeds it up, and applies new permutations. Sand has been around for ever, abundant and of little or no value; yet a microchip, made of silica, formed from sand, can be extremely valuable.4


The second common characteristic of conscious creation is that it leverages the most powerful forces available. There are countless natural forces, both of species and inanimate forces (such as clouds). Only a few of them are really useful for creation. And within each species or type of force, a small minority are much more powerful and useful than the rest. Among all plants, a few vegetables are the most nutritious. Among farming methods, a few are pre-eminent. Among all areas of production, a few are the most fertile.


Breakthroughs in productivity occur when the most productive way of doing something is further leveraged by scale, capital, or a particular technique. Breakthroughs spring from thought and experimentation. The most powerful force that thought can leverage is thought itself. Great things are created when new ideas leverage not only the most powerful physical forces, but also the most powerful ideas.


Hence the third and most intriguing aspect of conscious creation: Creation occurs when ideas and individuals collide and collude. Of course, the raw materials of creation are physical, the stuff the universe makes available to us. But the essence of creation is not physical, it is intellectual.


The idea for the microchip did not arise from playing around with sand in the desert, but from playing around with other related ideas. Creation requires ideas and individuals, usually a few of each—and not too many. All great scientific breakthroughs can be traced to a few fertile ideas that are pondered and rearranged by an individual or a small team. All business growth arises in the same way. Doing something differently, creating something new—all such actions start with an idea. The idea normally originates with an individual, and is refined within a small team.


Business creation has a fourth common characteristic: If it is to survive, even for a time, a business innovation has to improve value to customers. It has to offer more for less—either something that is better, or the same thing at lower cost, or something better at lower cost—to customers who will pay for it. (It is not enough to offer something that is better and cheaper than something else if the latter is not wanted anyway, or if there is an even better alternative to the improved product.)


Both agricultural revolutions—the one around 7,000 BC and that around 1750–1850 AD—provided better food at much lower cost. Any automobile bought today costs a fraction of the price, adjusted for inflation or earnings, that a car cost 50 years ago, yet it is much safer, more comfortable, and stuffed with features, including hundreds or thousands of times more computing power than existed on the whole planet then. We get much more for much less.


Creation is not a mysterious process, confined to the scientific genius, the mad inventor, or the entrepreneur receiving visions from who knows where. Creation can be engineered, if you understand what drives it. Individuals and ideas drive creation. It happens in predictable and repeatable ways. If we understand this, we can create.



Become an 80/20 individual



The 80/20 principle enables anyone who is determined, bright, or shrewd to stamp their footprint on the world, to become an 80/20 individual. To make something new and popular, to feel that you have achieved something, and to acquire the status and freedom of choice that go with new territory—these are things to relish. This book explores how you can join the revolution.


Notes and references


1 Joseph Moses Juran (1951) Quality Control Handbook, McGraw-Hill, New York, pp. 38–9. “The economist Pareto found that wealth was non-uniformly distributed in the same way [as Juran noted about quality losses]. Many other instances can be found—the distribution of crime among criminals, the distribution of accidents among hazardous processes, etc. Pareto’s principle of unequal distribution applied to distribution of wealth and to distribution of quality losses.”


2 Richard Koch (1997, 1998) The 80/20 Principle: The Secret of Achieving More with Less, Nicholas Brealey, London/Currency Doubleday, New York.


3 Ecclesiastes 1:9-10 is worth quoting in full:
“What has been is what will be,
and what has been done is what will be done;
and there is nothing new under the sun.
Is there a thing of which it is said,
‘See, this is new’?
It has been already,
In the ages before us.”


4 As Tachi Kiuchi, the chairman of Mitsubishi America, says, “A microchip’s physical content isn’t very valuable. Silica is the cheapest and most abundant raw material on the planet—sand. But a microchip—its shape, its design, its unseen artistry—is extremely valuable. Yet it comes from a source that seems almost unlimited—the knowledge and inspiration that we draw from the human spirit and mind. This is the most valuable resource, and the most abundant.”





2 The Rise of the Creative Individual



“Give me a single place to stand, and a lever, and I will move the Earth.”


Archimedes


The world has never before presented such ripe pickings to the individual creator. Whether you stay within your current firm, start a new one, or become a one-person adventurer, you can create things that other people want. And if you do that, you can gain control of your destiny.


I challenge you to create more—much more than you have before, and much more than you think possible. There is an incredibly powerful way in which this can be done, if you know how. To create something new and valuable you must express your individuality and tap into one of the most powerful forces on earth, the 80/20 principle. You must become an 80/20 individual.


The rise of 80/20 individuals


Business and society are being transformed by the fall of the collective and the rise of the individual as the source of both wealth and wellbeing and as the organizing principle of life. This is the rise of 80/20 individuals, 80/20 people. It is the 80/20 revolution—the replacement of capitalism by a new, twenty-first-century form of team-based individualism.


80/20 people are individuals who express their individuality to create something new and useful to other people. They are not machine-like people who administer the status quo, or people who build machines where the collective institution is more important than the individual.


80/20 individuals and teams are mobile. Their primary loyalty is to themselves and their small team of other individuals, not to an institution. They may build large and valuable organizations, but they know that the organization is there for the creative individual, not the other way round. The institution is their vehicle, not their master. Above all, 80/20 people are idiosyncratic individualists. Although they are single individuals, they have a profound impact.


Who are 80/20 individuals?


80/20 individuals cut across all established categories. They are found in all walks of life: in politics, business, social work and not-for-profits, sports, entertainment, the media.


Oprah Winfrey is an 80/20 individual. So too are Jeff Bezos, David Bowie, Richard Branson, Warren Buffett, Jim Clark, Bill Clinton, Larry Ellison, Bill Gates, John Grisham, Andy Grove, Tom Hanks, Robert Johnson, Michael Jordan, Nelson Mandela, Ronald Reagan, Steven Spielberg. In her time, Florence Nightingale was an 80/20 individual. So were Christoforo Colombo, Henry Ford, Isaac Newton, George Orwell, Mother Teresa, Sam Walton.


By contrast, all those who run the world’s organizational machines—armies, states, business organizations—and inherited those machines, did not create or transform them, are not 80/20 individuals. Those who inherited wealth and have not increased it are not 80/20 individuals. The UK’s Queen Elizabeth, for instance, is not an 80/20 individual. Neither are Gerald Ford, Al Gore, nor, despite his popularity, George W. Bush. Most of the world’s powerful but faceless people are not 80/20 individuals. Their power is organizational, not personal. They are interchangeable, part of an elite, not individual creators.


80/20 individuals create, and that is why they matter. Not because of their title or formal role—because of what they do, because they are individuals, not part of a machine.


All successful entrepreneurs are 80/20 individuals. Entrepreneurs use their individuality to create something new and different and valuable. Many people outside business do precisely the same thing: artists, scientists, writers, broadcasters, stars of sport and screen, creators of popular movements of all kinds. We could think of them as intellectual entrepreneurs, social entrepreneurs, entertainment entrepreneurs, sports entrepreneurs. But the word entrepreneur belongs to business, and stretching it beyond that world does not work well.


Even in business the word entrepreneur is confusing, because creation in business is not confined to entrepreneurs. Many executives in large organizations create huge value as individuals. Creative executives may produce more value as individuals than do many entrepreneurs. One of this book’s important subtexts is that creative executives nearly always get seriously short-changed by their organizations. My mission is to encourage such individuals to capture a large chunk of the value they create. If enough creative executives do so, the economy’s whole structure could suddenly be transformed.


Creative individuals change the world


John Maynard Keynes, probably the twentieth century’s greatest economist, recognized the pivotal role of creative individuals and personal optimism in creating growth and jump-starting economic revolutions. According to Keynes, the enemy of growth is perennial underinvestment. Because people are risk averse and the future is uncertain, there is rarely enough investment. Economic leaps forward occur when for particular reasons—such as the influx of gold from the New World or inventions like the steam engine—individual business people feel unusually confident and expansive.1


We can apply Keynes’ insight more broadly. Creative individuals literally change the world. Christoforo Colombo discovered the Americas, directly and indirectly creating enormous wealth and handing to Europe leadership of the world for nearly four centuries. The great scientists, from Isaac Newton to Charles Darwin and Albert Einstein, expand and change our mental horizons, shifting our view of the universe and its potentialities. Individual entrepreneurs—think of Andrew Carnegie, Henry Ford, Bill Gates, Konosuke Matsushita, Akio Morita, or Sam Walton—transform whole industries. The process is jerky and lumpy, as we lurch forward by fits and starts courtesy of creative people.


Individuals and their small teams drive progress. Yet behind the flowering and proliferation of individual genius lie two neglected but vital conditions. One is what Keynes called “animal spirits,” the feeling that the universe is a wonderful playground that we have barely started to explore. The other is the widespread application of one scientific insight: the 80/20 principle.


Creative individuals and the 80/20 principle


Think of all the billions of people in the world, today and throughout history. Now think of the number of people who have had a significant impact on the world, great thinkers, religious leaders, explorers, soldiers, scientists, politicians, artists. Whatever list we make, there is a very small number of people who have had quite disproportionate impact on our daily lives.


Probably fewer than 1 percent of people have exerted more than 99 percent influence on the world. These creative individuals have changed what went before and what would have happened without them. They have done so not as part of a mass, but as individuals: people taking a divergent view, thinking or doing something that would never have been thought or done collectively.


Would a council of religious leaders have originated Christianity or Islam? Would all the rulers of Europe have decided to sponsor a voyage across the Atlantic to find new lands? Would committees of scientists have decided that the world was round and not flat, or arrived at Newton’s laws of motion, Darwin’s theory of evolution, or Einstein’s laws of relativity?


I don’t think we have ever quite understood the process by which individuals create. In this book I present a new theory based around the 80/20 principle. It is obvious that creative people generate value that is many times greater than the average person. The mathematics behind the 80/20 principle suggests that the minority of creative people each produce at least 16 times more than one of the majority of people. This view fits with experience, yet how can it happen? Is a difference of 16 times credible? It’s a mind-blowing difference. Even the most brilliant genius is not 16 times smarter than other people.


I think the answer to this paradox lies in our false assumption that intelligence directly creates insight and value. In my view, wealth and wellbeing are created by individuals interacting with a “wealth creation multiple” that multiplies the impact of individual intelligence and effort. The missing link consists in ideas, which are the wealth creation multiple.


The individual wealth creator is not the ultimate source of value; there is something more fundamental going on. We are like fish in the ocean, part of a chain absorbing and creating life, using the most valuable thing in the universe, ideas. All ideas need to be incarnated in products and services. Only individuals and small teams can create, appropriate, develop, and clothe ideas in business reality. The power that individuals have derives very largely from ideas and how well they serve them. This is important because we are only beginning to understand how important ideas are, how to choose between powerful and trivial ideas, how to combine and leverage ideas, and how their potential can best be liberated and renewed.


As we saw in Chapter 1, the 80/20 principle tells us that a few ideas are hugely more powerful than others. Albert Einstein was able to create the theories of relativity not just because he was a genius, but also because he was playing around with powerful ideas, those deriving from early quantum physics. He knew which ideas to select and work on, as well as how to give those ideas a unique twist.


It follows that human creation, while remaining individualistic and inspired, always follows the same pattern. The pattern can be described using the 80/20 principle. The trick is to look beneath or beyond the “average” nature of reality and isolate the few really powerful forces and ideas behind success—to focus on the “vital few” rather than the “trivial many.”


Creativity itself cannot be reduced to a cookbook formula. Individual insight and knowledge will always be essential. Yet anyone who has deep knowledge or great instincts about a particular area of endeavor can speed up the process of creation, and be more confident of a very positive result, by using the 80/20 principle. Understanding the principle enables individuals to create more, faster, and with fewer blind alleys. It is my hope that, once the power of the 80/20 principle to help individuals create is understood, many more people will step forward to try their hand at creating something new and valuable. The world can never have too many 80/20 individuals.


My own experience of creation is in business. Most of my case studies are business creators. You can certainly use this book to help you create a new business venture, but the 80/20 principle applies to all fields of endeavor. The ideas and approaches here are relevant to all 80/20 individuals in all walks of life.


Individuals versus machines


A final and very important link between the 80/20 principle and creative individuals is the recent and probably unstoppable trend favoring individuals over machines, creative people over organizations belonging to other people. Although not everyone would agree, and at first sight it may seem a strange assertion, I believe that we live in a world that increasingly favors individuals rather than collective entities.


Individuals, I argue, are the creators of wealth and wellbeing, and have been for some time. But it does not feel that way. If we were to ask “What drives the economy and its growth?” or “What creates wellbeing?” most people would reply “large companies,” “the stock exchange,” “capital,” “government,” or perhaps “voluntary organizations.” Very few would simply reply “creative individuals.”


If we turn the question around and ask where wealth accumulates, most observers would point to the dazzling market valuations put on our largest corporations. As I write, despite the collapse of some technology and most internet stocks, Microsoft has a value of $286 billion. Our top corporations have never been more valuable and, despite recent falls, most of the world’s stock markets are higher than they were five years ago, and many times higher than they were 30 years ago or at any stage before. And in each market, value is concentrated in fewer and fewer stocks. Big business is where value resides. In each industry, there are two or three mega-corporations that control a majority of the market.
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