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New 4th Edition


INTRODUCTION


by Dan S. Kennedy


I wrote the first edition of this book way back in 2009, and the 3rd Edition was updated in 2019. I’m writing this only 5 years later, yet it seems that a century has passed at warp speed. What I first warned about in 2009 and emphasized more urgently in 2019 has happened: the decimation of the middle-class consumer, which I’ll talk more about in Chapter 1. More middle-class Americans are living paycheck to paycheck and credit card to credit card than any time since the Jimmy Carter era. We have taken their net wages (after taxes and inflation), spending power, net worth, and quality of life backwards. Most recently, as I write this, “progressive” policies have had very regressive results.


The bottom-line is this: it is more vital than ever for you to:


Move Up To Higher, Safer Ground.


A lot of people have moved down in affluence, but a lot of people have also moved up, to the mass-affluent level. Also, the rich have gotten richer. You want to have your own prosperity coming from the mass-affluent or/and, preferably, the affluent. They are your higher, safer ground. You want your own security tied to customers least affected, practically and psychologically, by recession, runaway inflation, stagflation, the ups and downs of markets, and other extraneous dynamics. Does that describe your customer? Is he a pillar of strength? A pillar of spending power strength? This is the aim of this book; to help you better understand, better attract, and better satisfy such customers.


Back when he was CEO at Disney, and still a good CEO, Michael Eisner addressed all their employees right after 9/11, when the travel, hospitality, and resort industry stopped. Eisner told them not to worry about projects being paused, lay-offs, or very brief dips in park attendance because, he said, “WE can trust OUR customers.” You must be able to trust your customers.


With this 4th Edition, I invited a new co-author to join me, Martin Fischer, who I call The Million Dollar Waiter. As you’ll discover, Martin is an intrapreneur, running a multi-million-dollar yearly revenue business catering almost entirely to affluent and to some super-affluent customers. He is nose-to-nose, toes-to-toes with these customers every evening. He has a deep understanding of their psyche, their response to stimuli, their true attitudes about price and their remarkable price elasticity, and much more. He is also a great practitioner of Relationship Marketing, in a field where very little marketing is done by his peers. I got to know him first by correspondence because he had been studying my methods and applying them for years. It became clear to me that he had achieved a level of mastery in attracting, selling to, and keeping the exact same customers I would like you to have. This has made this edition a different kind of book than prior editions. They were research sourced, filled with facts and statistics about different subsets of the affluent market, and if you become a very serious student of this, you might want to still obtain a copy of the prior, 3rd edition if you can. This book is more rooted in experience with these customers. Martin’s and my own. Martin deals with them as consumers. I deal with them as business clients, as a strategic consultant, business coach, and advertising copywriter, commanding fees from $3,800.00 per hour on the phone to 6-figure projects, plus royalties. Most of my clients have high 6-figure, more 7-figure, a few 8-figure incomes. Build businesses from zero to sell for $30 Million, $50 Million, or in one case, $1 Billion. I know them intimately. Just as Martin knows his customers. This experience-based understanding can guide you in remaking your business and its marketing, to move you up to higher, safer ground, with us.


Hopefully, this will also energize your imagination. On that, I finish with my favorite quote of Walt Disney’s: “There is never a shortage of money—only a shortage of imagination.”
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Implementing Dan Kennedy style marketing, every one of Martin’s guests start out by receiving a handwritten thank-you note with a personal invitation to return. His guests have returned 2 years, 5 years, 10 years, 15 years, and 25 years and counting.


On any given night, Martin may be entertaining Shaq, Gene Simmons, Anne Hathaway, Coach K, Bob Jordan, CEO of Southwest Airlines, and other who’s who throughout the world. Martinjfischer.com
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Who Are These People


Who Have All the Money?


Understanding Mass-Affluent, Affluent, and Ultra-Affluent Buyers




 


CHAPTER 1


Why You MUST Move—Now


by Dan Kennedy
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Most businesses have historically made themselves for middle-income, middle-class consumers. This began post World War II, with the great rise and expansion of the middle class in America. This was the “keeping up with the Joneses” majority, so it made perfect sense to tailor advertising, marketing, businesses, products, and services to the move to the suburbs, get a house with a white picket fence, a new car on view in the driveway crowd. And a crowd it was.


But, in more recent times, while the economic facts of American life went through great changes that hollowed out the middle class, business didn’t catch on or catch up to this, essentially continuing to gather around a watering hole fast drying up.


Everything about the availability of consumer spending capability was changing much faster and much more dramatically than most businesses acknowledged.


It wasn’t a difficult prophecy. In 2007, I first showed, publicly, the “new economy pyramid,” in the first edition of the No B.S. Ruthless Management of People and Profits (now in its 2nd edition). A few years before then, I began describing it to private clients and talking about it in closed door mastermind meetings and seminars. I forecasted a literal genocide of the American middle class. And I meant genocide, for I view a lot of it as intentional, deliberate, and orchestrated by political and certain corporate interests. But with or without that, the evolutionary disappearance of the middle class was certain. This was not difficult to foresee. The writing was on the wall, in big letters and numbers, in blood-red ink. Many refused and still refuse to see it. There were denialists—in government, in media, on Wall Street. There were the ignorant, eyes wide shut. But I saw everything there was to see and made my dire prediction. Here it is, in the same visual:
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This prophecy has come to pass, but it is not yet done. There is more carnage to come. In 2016, Donald Trump improbably took the presidency by, in large part, talking about the hollowed out middle class and what he termed “the forgotten men and women.” It seemed to him and to about 50 million citizens that there were great divides, cultural and economic, between the coastal elites and the working-class majority in the middle of the country. Temporarily, President Trump introduced new dynamics, pulling the middle class, particularly its blue-collar members back from the cliff’s edge. He put through huge, growth stimulating tax cuts, replaced NAFTA with a better North American trade deal, re-shored manufacturing jobs, and released the oil industry and others from excess regulatory burdens. One of the inarguable, documented results was a lift in prosperity for every subset of the low income and middle class families, with increased employment and higher incomes for African Americans, Hispanics, women. More people had jobs than at any time in the past 20 years. This was coupled with a low inflation rate, below 2 percent. This was, however, temporary. From 2021 to 2024, it all reversed. Just about every economic statistic went from good to bad to worse. The relief for America’s middle class ended, its destruction resumed.


There may or may not be another slowing, even stoppage of this disappearance of the classic middle-class consumer, but broadly speaking, the forecast of their future is, at best, EXTREMELY cloudy, uncertain, and problematic. The yet unknown but predicted erasure of millions of middle-class jobs by AI alone is enough to mandate you NOT being dependent on these customers for your future. I contend that moving your business’ target range up to mass-affluent and, better still, affluent clientele is all the more important and will soon, again, also be urgent.


There Are Two REQUIREMENTS for Your Prosperity


An enormous amount of how-to-succeed literature has been written and produced, dating back to the turn of the century to just last week. You can buy a big house, put floor to ceiling bookshelves on every wall, fill all of them plus storage boxes in the garage and you still won’t have nearly enough room for all the books containing success advice. That doesn’t even count the seminars, other events, YouTube videos, and online classes. Frankly, most of it is, if not outright B.S., vague, conceptual, and theoretical. Much of it is empty motivation, excitement without foundation. Much of it’s from pinhead PhDs and academics who, if charged with actually building a successful business in the real world, would be like domestic poodles turned loose in a jungle.


Here, just for the hell of it, let’s boil down what you must absolutely have to prosper, at all times, in all conditions. You may benefit from a sense of confidence and power drawn from walking on hot coals or crossing a canyon on a rope line, you may benefit from knowing the attitudes and behaviors of highly successful people, and you may benefit from fraternity with like-minded, goal-oriented people in organized groups. But there are two things you must have: the oxygen and water of prosperity.


Ultimately, to prosper you need an ample supply of customers with two attributes: ABILITY to buy and WILLINGNESS to buy. Both as a constant. Whether the economy expands or shrinks, whether unemployment holds onto Trump Economy all-time lows or returns to 10- or 20-year average norms, whether the middle class’ destruction slows to a crawl or resumes a fast pace—no matter what external conditions occur, you need a bastion of consumers with both constant, uninterruptible ability and willingness to buy. Such customers can only be found among people of affluence—not just in income, but in net worth, and in their emotional state. Organizing a business around any other population is, bluntly, dangerous self-sabotage. A business otherwise organized is always fragile. When heavy rains come, its crops and buildings are washed away. This book is all about building your bastion of reliable customers. About being anti-fragile.


The middle class’s economic activity has always been what makes and keeps the rich folks rich and growing ever-richer and what creates uplifting opportunity for the bottom levels to move up. Small business provides most jobs and most low-skill, entry-level jobs, but most small businesses are started, grown and owned by middle-class people. Middle-class consumer spending is what created and sustains suburbs, shopping malls, the huge and wide middle of every business category: retail, restaurants, service providers. So, what happens if, for some extended period of time, all this changes, for the first time since the 1930s? What happens if the middle class’s spending activity is cut by a third or half? Overall, the economy is going to get really beat up. But you can live in a different economy, from mass-affluent to affluent to super-affluent.


There are two considerations that should govern your strategy. Dictate where you sell, who you sell to. One is Comparative Ability to Buy. The other is Comparative Willingness to Buy. Nothing else matters more.


A Look at Comparative Ability to Buy


Consider three households—the Joneses, with low wage jobs, combined putting just $30,000 a year into the coffers; the Smiths, with one at a good paying job, the other at a low wage job, combined $65,000 a year; and the Barons, who own a very profitable business from which they each draw a good salary and bonuses, and who have significant investment income, totaling $300,000 a year. All three households include two kids and one dog.


What is the same about all three?


The amount of money they have to spend on necessities. It goes up a little from Jones to Smith to Baron by choice. Ground beef, steak from the grocery store, premium steak ordered from and delivered by Omaha Steaks. But basically, all three families’ necessities are virtually identical. The Joneses and the Barons need the same amount of toilet paper, use the same amount of water and electricity, have to insure their cars, feed themselves and their kids, pay doctor bills and so on. Again, by choice of premium quality, or by having three cars instead of one, the amount spent may vary, but it won’t vary proportionately. The Baron household won’t spend ten times what the Jones household spends on necessities.


That means that the percentage of income spent on necessities varies a whole lot. Allow for the increase in amount spent for premium choices, more, and bigger, and say that the household’s basic and essential needs can be met for $25,000 a year, so that’s what the Joneses spend, the Smiths spend 50 percent more—$37,500, and the Barons splurge, spending twice that—$75,000. Some do, some don’t, by the way. Look at this in percentage of income terms.


The Joneses spend 85 percent of their income on basic and essential necessities. There are few choices in this spending. The grocery cart will feature low cost “fill ‘em up” food. Brand loyalty supplanted by coupons and sales. The trip to Walmart, pretty predictable. They have only 15 percent of income left free to spend flexibly on home repairs or improvements, on entertainment, on recreation, on elective health care, etc., and to save or invest, as long as nothing goes wrong. They have only $4,500 for all these choices for the entire year. $375 a month. One car water pump blown, one furnace repair, one kid toppled out of a tree and taken to the emergency room, and a month’s, maybe two months’ discretionary spending ability is erased. The sky-high inflation that peaked at 9 percent and accumulated to an average 20 percent on necessities during the Biden years just about murdered the Joneses. The Joneses that I’ve described are actually in better shape than most at the low wage bottom of our economic pyramid. Most spend 100 percent, 110 percent, 120 percent of their income just on necessities. They are in debt, stay in debt, get deeper in debt. This is why the payday loan business exists.


The undesirability of aiming your businesses at the Joneses should be obvious. You have to win a war of base commodities, where prices are reverse elastic; constantly pulled in and pushed down. Customers buy by price, often only by price, so creating quality or service superiority has little value. A lot of money extraction has to be done in a predatory way that you may find unseemly, and that is subject to disruption by “consumer protection.” Again, look at the payday loan business. The “tote the note,” dealer financed car business. The furniture and big screen TV and appliance rental business. Selling to poor people is a grimy, grind-it-out business. You already know you don’t want to be there or you wouldn’t have bought this book. I just want to emphatically confirm your own instincts.


The Smiths spend 58 percent of their income on the same necessities. The Joneses spend 85 percent of income. Smith’s 58 percent. The Smiths have a wider margin for error and for extra choice spending. They can be sold an expensive night out at the ballgame, a Disney® vacation, new school clothes for both kids. With financing, a new car, even a kitchen remodel. In dollars, they have $27,500 a year to use this way. Nearly as much in discretionary spending ability as the Jones’ entire income. $2,291 a month of flexible spending, saving and investing power. A blown water pump, a broken furnace, an emergency room bill for Tommy may take a bite, but there’s quite a bit left afterward. Also, should the Smiths choose to live beyond their income—a blessed thing for us marketers—they can get a lot more credit than the Joneses and they can service a lot more consumer debt. As of this writing, the credit card debt bubble is at its all-time high, in some ways a concealed cancer growing inside a seemingly stable economy. All bubbles burst. Questions are when and exactly how, not if. So, this group’s ability to spend is artificially inflated and their willingness to spend subject to abrupt disruption. If interest rates go up, Oops! This is the danger of having your business tailored to and dependent on the Smiths. They can go sour on you with little warning. Their ability and/or willingness to buy rises and falls with winds and tides over which you and they have no control.


They are also very vulnerable to psychological damage to their willingness to buy. The ability could be intact, but they can still feel poorer or endangered. When their 401(k) statement shows a big drop, joke is: it’s now a 201(k), that has a psychological impact even though it was money in a vault they weren’t using. If they own a few rental properties and are merely threatened with rent controls (as proposed by the Biden Administration in 2024), they may get nervous about spending. From psych stimulus alone, they may have that family meeting about “it’s time to tighten our belts.”


Now, the Barons. They only spend 25 percent of their income covering the same basic and essential necessities that take 58 percent of the Smiths’ income and 85 percent of the Joneses’ income. Just 25 percent. Seventy-five cents of every dollar stays loose. No locked in commitments. In dollars, the Barons have $225,000 to spend, save, or invest flexibly. If they wisely split that in half, they can plow $112,000 a year into tax deferred retirement savings plans like 401(k)s and annuities, into stocks and bonds, into real estate—so that, in less than 10 years; about 7 years, and every 7 years, they accumulate another million dollars. By comparison, the Smiths can save or invest very little. The Joneses, zero. And even if the Barons act that responsibly, they still have $112,000 left over to buy all sorts of unnecessary goods and services and gifts and trips. A big, fat $9,333 a month. Should the Barons choose to throw all sane behavior to the wind and live beyond their means—a blessed thing for us marketers—they have the ability to get a whale of a lot more credit and service it than the Smiths. In big-thumb terms, the Joneses can handle almost no debt service, and are likely maxed out with their debt. The Smiths can handle about $200,000 of consumer debt, tops. But the Barons can handle $1 million of debt. Or, irresponsibly, even more.


The Barons are least affected by moment-by-moment, day-by-day financial or political news. They hold what I call The Affluent Mindset, which has 4 key elements:


1. We are rich.


2. What goes down comes back up. Relax.


3. We do not need to sacrifice anything about the way we want to live to temporary “stomach upsets” of the economy.


4. Most things ordinary people worry or even panic over affect us only “on paper” if at all. We live above the clouds.


Simply put, if your customers are low-wage or middle-wage earners, the Joneses or the Smiths, you are in very serious peril. Think of these customer populations as a place. You live or have your business in this place. Once, it was a nice neighborhood with well-kept homes, safe streets, salt of the earth type people. Gradually, it changed. Homes declined in value, got bought up by landlords, more renters, less homeowners. Soon drug dealers on corners. Unsafe streets. Such decay rarely reverses.


You have to get out.


You can.


Where to go?


While the middle class collapse happened, the affluent population has steadied, proved resilient and reliable, and even grown. From 2011 to Present, the number of U.S. households with incomes exceeding $100,000 grew, the average household income among these affluents also grew. Net worth also increased. The number of households with multimillion-dollar net worth rose. Throughout the top 5 percent of the pyramid, there is a growing number of customers to sell to and they have growing spending capability. And this gives the affluent a foundation of optimism.


Consider Comparative WILLINGNESS To Buy. Obviously, ability links to willingness. But there is a broader optimism vs. pessimism. Optimism about the economy and about one’s personal economy favors marketers. Pessimism about these things stands solidly in the way.


Pessimism is a headwind against willingness to buy with all but those of significant affluence and enough age to view negative economic situations as temporary. Optimism is a tailwind that spurs a much broader demographic swath of the population’s willingness to spend. It is fine to take some advantage of times of optimism, but also smart to reinvest the extra money that flows into organizing higher income and higher net worth customers so that when the next wave of mass pessimism washes through, your business will be on higher, safer ground.


There is a very nice neighborhood to move your business into, where you can be welcomed by a growing number of consistently optimistic consumers with fat, open wallets. It is the affluent consumer population.


This book is the roadmap. It gives you the insight, information, inspiration, and practical how-to directions for moving from selling to Joneses or Smiths to Barons and even Big Barons. For many, this is admittedly far from a simple thing. You don’t just flip a switch. Your own thinking and attitudes and self-image may need a lot of re-calibration. You’ll need vision and courage. Your positioning, your products or services, your price strategies, your marketing and selling process, your salespeople may have to change. But I’m here to argue this is no longer a choice. The luxury of time to procrastinate about this is gone. Death is imminent for huge numbers of businesses refusing to move up the consumer income and net worth pyramid. You must now, aggressively adapt. Or die.


The Amazon-ing of retail is but one of these compelling urgencies. It is all about converting consumers from making differential judgments by comparative expertise, experience, credibility, quality, and everything else that supports price or fee elasticity and profit to buying based on convenience, speed of delivery, and lowest price. This moves the middle income consumers. Only particularly affluent consumers can be depended on for continuing discernment. The middle income people will get their wills done by LegalZoom, play doctor at home and buy (cheap) hearing aids online. And in many other ways move spending down to commoditized Amazon-like providers. The affluent person will NOT have his estate plan done at LegalZoom. They will take their daughters and sons to orthodontists, themselves to audiologists. They will patronize the high-end, full-service luxury auto dealership or possibly even use a broker of exotic and luxury autos. This separation of behavior is occurring at a fast pace, so you getting on the right side of it must also happen at a fast pace.


Also, inevitably, a stall, a stagnation, an episode of runaway inflation, a hefty stock market drop—as likely precipitated by meddling by the Fed as by anything else, or a variety of other kinds of economic winters will occur. People made “soft” by as big a boom may react worse to a slow-down or recession than they did to the crash of 2008. Consumers greatly over-extended on credit may have no choice but to stop all optional spending. This may occur gradually. It could arrive abruptly. Hemingway wrote, “First gradually. Then suddenly.”


Your Choice


Ultimately, business owners have one of two attitudinal, behavioral and leadership styles, choosing either denial or proactive creativity, complacency or urgency. Those who tend toward complacency are often late to see, predict, and act. Of big brand name companies ruined at least in large part by such management you can list Borders, Sears, J.C. Penney, General Motors. Google’s and Facebook’s explosion of crises is the result of systemic complacency and, in concert, arrogance about known problems. Huge entities sometimes take a long time to bleed out and die from their wounds often self-inflicted by complacency. Small and mid-sized companies often move from leadership complacency to crisis to extinction much faster.


Those who lean toward perpetual urgency, exhibiting a strong bias for decisive action, for proactivity rather than reaction are often either advantageously early or at least on time. Instead of arrogance, these leaders live by healthy, motivational paranoia. They are never coasting. They can execute on a current game plan, implement a future-oriented collection of next game plans, and envision and begin development of even more distant creative changes simultaneously. They act with urgency about both. Now and Next.


My friend, the late, great Zig Ziglar often told the “cooked in the squat” story: a frog thrown into a pot of boiling hot water will immediately leap right back out. But a frog placed in a pan of pleasingly cool water will stay put. He will continue to stay put as the heat is ever so slowly inched up, until the dumb frog is cooked in the squat. That’s what has happened to many small business operators as well as big retail and restaurant chains and entire categories of business. The fundamental, adverse trends of middle-income consumers have worsened slowly, gradually, and these business owners have sat there, getting cooked in the squat. They are getting ever closer to a boiling point. Some even know and are splashing around trying to cool the water by blowing on it. Others are surrendering. CEOs running out the clock on their own careers, retiring, taking golden parachute treasure and slinking away into the night.


Don’t emulate any of these dumb frogs.


Use your big, long legs.


Now.
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Special Offer Notice: Next Steps


There is no need to wait until you complete this book to take additional, next steps forward, getting assistance from Dan Kennedy in your upward marketing to the affluent and more effective marketing overall. See here presents directions to the business newsletters, online resources, and tools created by Dan Kennedy or based on his methods.










 


CHAPTER 2


The Ultra-Rich:


Different Than You and Me


by Martin Fischer


“The very rich are different from you and me.”


—F. SCOTT FITZGERALD:


“Yes, they have more money.”


—ERNEST HEMINGWAY


—DOCUMENTED EXCHANGE BETWEEN THE FAMOUS AUTHORS. 
FROM Mark My Words. COMPILED by Nigel Rees


Why do we have this endless fascination with the ultra-rich? Are the ultra-rich happier than you and me?


In my twenty-five-year waiter career, I’ve become friends with the working man like me as well as the rich, who’ve earned it and have not forgotten their beginnings, and even the stupid rich that have “give you the middle finger money” and don’t mind letting you know they have it. Many are quite quiet about their wealth and interested in privacy, while others are flamboyant and advertise theirs as if it were important the whole world knows. And everything in between.


I refer to one of my repeat guests as “Midas” because everything he touches turns into gold. Midas is in multiple businesses—casinos, gas, oil, convenience stores, real estate, aviation, and technology. He has often said to me, “Martin, it is lonely at the top. There’s not a lot of people who have the financial freedom to do what I do.” He comes in to see me all the time. He loves hanging out in other bars and restaurants, and he’s generous to a fault. All he wants to do is hang out, fly his private jet all over the country, and have a good time. He seems motivated by recognition and respect.
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Dan Kennedy’s #1 
No B.S. Key to the Vault


Make all your marketing to the affluent mirror the way they see and think about themselves.








I’ve enjoyed flying on his private jet a handful of times and I’m invited to all his parties. Would I want his life? No! His level of partying and freedom is exhausting to me. Even though he has more money than I will ever see in this lifetime, I’m 110 percent sure that he is not happier than you or me. I am certain he is, maybe unconsciously, still pursuing something. Still wanting for something.


What Can We Learn from the Forbes’ Billionaire List?


According to Forbes’ 2024 List, the planet has a record 2,781 billionaires who are worth a record $14.2 trillion. Some are up, some are down, some are new, and some have fallen off the ranking from a prior year no longer in the top ten or top twenty, but still billionaires.


The years I worked on this book, 2023 and 2024, have been good years for the mega-wealthy. The Forbes research team discovered an unprecedented 2,781 billionaires around the world, 141 more than in 2023 and 26 more than the earlier record, set in 2021. The research goes on to show that the super-rich are also richer than ever, with their combined wealth at $2 trillion more than just a year ago and $1.1 trillion above the earlier record, also set in 2021. Why should you care? If you are going to market to the super-affluent, these are your customers. If you are marketing to the merely affluent, who do you think they watch, admire, respect, envy, and try to emulate and become? The super-rich, of course. If you market to the mass-affluent, who are they watching? The affluent, who are watching the super-affluent. Fact is, most people want to be richer and live richer, even those who insist otherwise, even those who complain about the rich getting richer. When I hear the statement that the rich get richer, I always respond with, “Are they supposed to get poorer?”


Logic says: go where the most money is. If you are an avid surfer and can live anywhere (which anybody can), you probably don’t join me in Vegas. You go where there is an ocean and a lot of surfing going on. If you are a marketer, logically, you would “go” where the most money is and is being spent in your category of business. Surprisingly, this is not what most do. Most are intimidated by the rich, so they deliberately aim their marketing lower. A way to gain confidence for aiming higher is to study and understand the rich.



The Fourteen Members of the $100-Billion Club



(List below from Forbes.com 
by Chase Peterson-Withorn, staff writer)


OEBPS/html/docimages/imgbook.jpg





OEBPS/html/docimages/img9.jpg
“Middle class—we thought we should keep one.”
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