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Introduction:

The Federation, according to Tom Johnstad, is “formed when two or more actors join in creating a common unit to promote common interests on contracted issues while keeping autonomy on others. The federation consists of both the member units and the common unit, and tries to combine and balance the particular with the common interests through the power or control relations”.
 

In this essay, we will attempt to answer several questions about the federation and its value to members.  Questions such as what is gained from a co-operative federation, and is it worth the cost? Does the power in numbers argument outweigh the loss of independence and autonomy of the individual co-operative?  Is the USFWC an effective organization? Are there are better ways of achieving the federation’s goal?  What is the federation offering to its members?  Are there ways of strengthening the organization?  Are federations the way to go or can alternatives like networks can take their place?  How are co-ops in general able to deal with the double-edged sword that is globalization?   What are the threats and what are the opportunities that globalization brings to co-operatives?

   To do this, we will be using the US Federation of Worker Co-operatives (USFWC) as the example to examine the larger question of “authority versus liberty”; of which authority can be defined as a federation where co-operatives are members of a larger organization and therefore limiting individuals control over certain aspects and decisions; and of which liberty can be defined as the autonomy of individual co-operatives and their members to control their fate.  By way of comparison, we will briefly look at some US worker co-op networks as well as similar networks in other countries and co-op sectors – specifically Canadian credit union networks and the Masters of Co-operative Management program. We will also look at the comparison between the federation’s mission statement to its progress in the 2008 Membership Meeting minutes. In the end, this should give us a better understanding of how the US Federation of Worker Co-ops stands as an effective organization, how it compares to looser associations such as credit union and worker owner co-op networks and how all of these components aid in the defense of co-ops against the threats of globalization. It should also help us better understand the tension in the debate of authority vs. liberty.

Authority vs. Liberty

To begin, it is important to first understand why debate exists around the idea of federations.  As Carole Pateman put forward in her book on “Participation and Democracy”, the true form of democracy comes from individual participation.
 However, the very nature of a federation, as we noted earlier, is that it is made up various co-operatives and attempts to “combine and balance the particular with the common interests through the power or control relations”.
  If any decisions are made by the federation, they are either made by a vote of the member co-operatives or made autonomously by those who head the federation. Either way, it means that individual members of the individual co-operatives are either one or two steps removed from that decision making process. It also means that any decision made by the federation must be upheld by the member co-operatives, and as a result, they lose some of their autonomy. As Gabriele Ulrich points out, in federative systems of co-operatives, “there is a frequent priority on business interest over basic values such as open membership and democratic member control”.
  On the other hand, by combining many different small autonomous co-operatives together to form a federation, the gains can be many. As we will learn in this essay, federations can educate communities and offer services to co-operatives that individual co-operatives would not be able to afford separately. Thus, although they stand to lose some autonomy, we will also learn in this essay that co-operatives do stand something to gain in the form of a federation. But in order to do this, it might be helpful to have a federation to examine. 
The US Federation of Worker Co-operatives (USFWC)

The US Federation of Worker Co-operatives, according to their web site is “a national grassroots membership organization of and for worker cooperatives, other democratic workplaces, and the organizations which support the growth and continued development of worker cooperatives. We were founded in 2004, the result of several years of organizing on the part of worker cooperatives and regional groups from around the country”.
 Its board is member elected and has two paid (albeit part time) staff. As noted above, it is a very young organization, which affects its actions and decisions. In describing the phases of a federative movement, Johnstad points out that in “the first phase, there is an ideological or charismatic movement with an authentic sector-solidarity that establishes a federative system”.
 It is safe to assume that given the age of the USFWC, it can be classified into this first phase. Thus, the later phases, that include characteristics such as a weakened ideological base, rivalry, conflicts of interests and bureaucratization that Johnstad notes are not found as of yet in the USFWC. 
  Along with its early stages, the USFWC has also been formed of primarily small and varied worker co-op organizations; therefore, not only do they lack the size to really come into competition with each other, typically, they are of very different types of businesses (for a full list of the USFWCs members, visit:  http://usworker.coop/about/memberlist) . Finally, this relatively small size means that many of the organizations lack the individual resources for promotion and development. This, again, is a real strength of a federation; it can pool the resources of the individual co-operatives in order to help with promotion and development. In the end, all of these characteristics; the characteristics of being a young federation; of being comprised of small and varied worker co-ops; and lacking large amounts of resources, this all begs the question; how effective is the federation?
How effective is the US Federation of Worker Co-operatives?
In looking at the U.S. Federation of Worker Co-ops (USFWC), it is important to ask the question: Is this federation effective? In answering this question, it is important to first look at the mission to get a better understanding of what the USFWC views as its way of being an effective organization:

Mission

The mission of the United States Federation of Worker Cooperatives is to create stable and empowering jobs and worker-ownership through the development of a thriving cooperative movement. We advance worker-owned, -managed, and -governed workplaces through cooperative education, advocacy and development.

In looking at these objectives and actions, it is now possible to judge whether the organization is reaching these goals.  To do this, data has been pulled mostly from the 2008 US Federation Membership Minutes, where the goals and challenges were discussed in a breakaway group during the conference.   To access how the USFWC’s mission of advancing worker co-operatives through education  it is necessary to reference the 2008 US Federation Membership meeting  minutes where it was noted that the main focus of the Federation had been Bi-annual conferences.
 These conferences have helped bring worker co-ops together, they continue to help co-ops to connect with one another and finally, they keep co-ops from becoming isolated worker co-op “islands”. 

Another way in which the USFWC is helping to advance worker co-ops through education is by offering a document library on its web site. This document library has everything from by-laws to policies and manuals from various worker co-ops that any member can browse and download, which allows members to read and learn from other worker co-ops. While there is a disclaimer on the web site that this library is in its early stages, it still can be a useful tool for worker co-ops to learn and discover what other co-ops are doing to solve various by-law and personnel related problems that they may all share. Through the conferences and the document library, the USFWC can be seen as being relatively effective in meeting the goals set out by its mission. 


In looking at its ability to advanced worker-owned workplaces through advocacy, the USFWC appears to be less effective. As noted from the 2008 Membership Minutes, there is a sentiment that many people do not know that worker co-ops exist, and that it is important to get the word out there to the wider public.
 Along with this comes the idea that the USFWC could help with branding and marketing for worker co-ops,
 however, as David Laycock noted in his examinations of the challenges of co-op federations and policy influence, there can be disagreement among members on what is really needed for each individual co-operative.
 In this case, it was pointed out in the Membership Meeting that: “It is unclear whether members actually want this set of services. Members may only be interested in their own co-op. If members don’t naturally want what the worker co-op movement needs, what do we do?” 
 This type of paralysis based upon conflicting wants and needs among members is exactly what Laycock points to inhibiting a federations effectiveness, and it certainly seems to be a real barrier in the case of the USFWC. Another barrier is simply the fact that as the organization is young and lacking some of the resources more established federations have, it is more difficult to advocate for worker co-ops in a more effective manner

Finally, we will look at the USFWCs ability to advance worker-owned workplaces through cooperative development. Until now, this had been done primarily piece-meal through the efforts of the Executive Director, Melissa Hoover, and some basic consulting. However, the USFWC is just about to launch a new network of advisors through an initiative entitled "Democracy at Work" which entails offering consulting and assistance to new and existing worker co-ops at a low cost, even free for members. In this way, the USFWC will be able to help meet its mission of helping develop worker co-ops. Other things that the membership has been seeking as far as development and assistance from the USFWC are Health and Pension benefits. As many of the worker co-ops in the US are on the small side of the scale, and such benefits can be quite expensive, members have hoped that the US Federation of Worker Co-ops could in some way facilitate a network to use these services on a group basis. However, according the 2008 Membership Minutes, Lathea Erikson of the Freelancers Union has reported that this is not an easy task and that it is hard to offer a plan for the whole country. She does note that the USFWC could qualify as a “Multiple Employer Welfare Association” but that whatever system is takes, it needs to recognize the unique format of worker owned institutions.
 Thus, up until now, the US Federation has not made much progress in this area.

So, overall, when asking the question of whether the US Federation of Worker Co-operatives is an effective organization, the answer does appear at this point to be mixed and probably too early to tell. The expectations for the federation are still limited (such as the expectation of hosting a bi-annual membership conference), as are the federation’s ability to meet those expectations; however, as the USFWC grows and becomes more capable of taking on tasks outside of annual conferences, we will start to see how effective a more established federation is able to meet the needs of its members. The major program that will help the USFWC be an effective organization, the consultation network, is just beginning its development phase, so time will tell if this does help the US Federation of Worker Co-ops accomplish its mission. In the meantime, resources such as the Document Library and the bi-annual conferences are effective tools and help the Federation be viewed as an effective organization overall. 

Would there be better ways of achieving the same ends?  Are mergers or networks the answer?

Much of the support currently provided to member worker co-operatives by the USFWC could potentially be provided through networking as opposed to being part of a federation.  That said, as the federation is still in its infancy, one could argue it has only just scratched the surface of what it hopes to accomplish.  As mentioned above, the USFWC has recently introduced an initiative entitled "Democracy at Work".  As this offering will be a free member service that provides an array of information through which one can find resources on wording by-laws, starting or converting a co-operative, or learning about financing options, among others, USFWC hopes to be central place for co-ops to go to get their questions answered.  While this information may be obtainable through networking, the federation provides a central location with no additional fees attached for its membership, and, as such, hopes to become a central conduit through which resource sharing can occur.  There has been additional discussion among members surrounding the possibility of providing both a lawyer and accountant that would specialize in co-operative needs.  The desire here is to have that resource in place for the legal counsel or accountant at the local level to draw on if need be.  

A concern voiced at USFWC, however, was that people within the system did not understand it fully.
  How can a group attract more members if they are not fully aware of the benefits themselves?  One must keep in mind that while networking may be beneficial, worker co-operatives are still not an entity that is overly abundant in North America; therefore making networking that much more difficult.  Given the small numbers of worker co-operatives and the lack of knowledge about them, it would seem that more than simple networking is needed here.  A federation devoted entirely to developing, promoting, and supporting worker co-operatives is essential.  Such an entity may prove beneficial in promoting awareness and understanding in specific areas of the nation where worker co-operatives are not strong, such as in the south. 

The minutes from the 2008 USFWC Membership Meeting leads to other areas in which the federation hopes to provide assistance to its members.  For example, members are finding it difficult to provide affordable pensions and group benefits; a problem area that a network would be unable to assist with.  The federation may be able to provide alternative routes to those currently undertaken by members that would prove to be much more affordable if they were accepted by a large number of their members.

As mentioned earlier, branding was discussed as something that could possibly be offered by the federation.  This is another area in which more than a simple network is required.  Once a branding campaign is begun, all involved must commit to seeing it through or it will fail; it requires a long-term commitment.  Branding is a powerful tool and all the more powerful if many are involved and, as such, the USFWC would be much better placed to assist in branding initiatives than a network where there is no commitment required.  In addition, membership dues could assist in the creation of branding awareness tools thus increasing the buy-in of the membership.  Also, a successful branding campaign may once again assist the federation in growing the movement into areas of the country where there are few believers.

Strengthening the USWFC without resorting to other types of organizational structure

As the US Federation of Worker Cooperatives is a relatively new organization and as such, will be challenged in the next few years to grow and develop into a strong leadership role.  Education, awareness, and alliances will be the key to accomplishing this task.  

One of the goals of the USFWC is education; however, as we noted earlier, educating the worker cooperatives on the federation will need to take place before any significant education of members can be accomplished. It was significant in the small group meeting of June 20, 2008 to hear a member question “What does the Federation do?” 
  The USFWC needs to ensure this question is answered before it is asked and that there is no doubt in any members mind as to what the organization does; this will be a challenge as the organization is fairly new and still molding to its role.  One way this is being done, in an effort to provide networking and contain costs, is a virtual newsletter that is compiled and submitted on a regular basis to all worker cooperatives, not only the CEO, but every worker.  It is done by encouraging and educating one member of the cooperative, and they in turn educate and encourage in their cooperative.  

The organization could also look to staff to assist worker cooperatives in registering as a cooperative, writing grants, provide awareness to members about grants, governance support and best practices and they could collect, warehouse and share aggregated data regarding worker cooperatives.  

Awareness of the Federation by the worker cooperatives is imperative; however, awareness of the worker cooperatives by the Federation is also imperative.  It was noted that there is a lack of comprehensive data on the nature and scope of worker cooperatives in the US.
  This information is critical for USFWC to understand its base but also critical in forming alliances and obtaining funding.  If member cooperatives are looking for funding and have no data to compare with it will be difficult for them to educate financiers, suppliers and even personnel.

The most significant area the USFWC can strengthen is the alliance partners.  It appears that members are looking for partners with benefit providers which could be accomplished perhaps through a national body, although there are state legislated boundaries a national body could work individually with each state in much the same way as the Cooperators in Canada works with each province, which beginning to happen with the US Federation starting communications with groups such as the Canadian Worker Co-operative Federation, and CICOPA, the International Organization of Industrial, Artisanal and Service Producers’ Co-operatives, which “is a sectoral organization of the International Co-operative Alliance.
  Alliances could also be sought out for accountants or accounting firms, for lawyers, and for investment in green initiatives (i.e. Ethical Funds, other worker cooperatives, etc).  
Self Help Credit Union, in the United States, specializes in providing assistance to those who often are overlooked by other financial institutions such as minorities, low income families or, until recently, those wishing to start a worker co-operative.  It was disappointing to hear that Self Help Credit Union no longer considers loans and letters of credit to potential worker cooperatives.  Funding is one of the biggest issues in starting an entity, finding a partner that will work with worker cooperatives and providing them with background will be crucial for the future development of US worker cooperatives; the alternative would be to create and manage a fund for startup ventures.   

The annual conference could be advertised in the emailed newsletter with topics such as racism, best governance practices, building accountability into worker cooperatives, democracy and worker cooperatives, human resource trends and understanding investing.  By tapping into the virtual world for communication thereby reducing travel costs, by increasing membership and awareness and by providing relevant assistance the annual conference will see increased attendance which will in turn provide for a larger speaker budget and increased value, which in turn will increase attendance.  The speakers at the conference could also be recorded and provided on the website for the benefit of workers unable to attend.

Thoughts on co-operative networking in comparison to federations and the pros and cons of networking

Co-operative networking certainly has it benefits, as do federations.  It would seem that both have their place and both are beneficial in their own unique way. A federation is the joining of primary cooperatives to form a secondary cooperative as we see in the example of USFWC where worker cooperatives have come together to form a secondary cooperative serving the member cooperatives in education, governance and group pooling efforts such as working towards a group benefit plan
.  A federation may require more commitment from its members in the form of dues and even time, but it, often times, is able to provide more substantial support to its members, whereas networking appears to exist more for the exchanging of ideas.  
Networking is much different in that it is open and often informal and can include entities outside the co-operative movement such as trade unions and public services.
  In this regard the networking that occurs between worker cooperatives at the bi-annual conferences is integral to the sharing of best practices and solutions. Networking can be an effective way to get co-operatives together and a great way for information and skill sharing. Gabriele Ullrich states that, in most cases, networks “activities lie in human resource development, including research, education, training and information”.
 A network can be a very easy way to get many different people and co-ops together and yet set expectations of achievements too high, or put too much pressure on specific outcomes. This can be a great way to maintain communication and information sharing, without overloading participants or leaders. 
To get a better understanding of networks, let us look briefly at some Canadian credit union networks, as well as the Master of Co-operative Management Program. One example of a network would be the New Brunswick credit unions' Provincial Marketing Group (PMG) which meets quarterly.  Taking part in this group is purely voluntary and several credit unions choose not to.  In part, the purpose of the group is to attempt to come up with ways in which to reach out to our respective owners using similar methods so as to attempt to create an increased perception of symmetry among New Brunswick's credit unions.  At each meeting, there is an exchange of ideas in regards to marketing strategies both as relate to individual credit unions or possibly to the group as a whole. 
The group has chosen to complete joint projects such as province wide advertising about the funds contributed to scholarships by New Brunswick credit unions.  Some credit unions in the group may only be able to announce bursaries totaling $2000 on their own but, as a group, New Brunswick credit unions can advertise scholarship totals approaching $75,000.  This method of advertising benefits the credit unions in two ways: first, it allows for the promotion of a much more impressive number while, second, defraying advertising costs by sharing it among several organizations
Another example of a network is the Credit Union Electronic Account Management System or CEAMS group, which is a group of credit unions that have formed in Saskatchewan.  This group negotiates group pricing and deals with issues such as procuring a new banking system, card switching and all technology in between.  The success of the group has meant interest from another group in the province as well as a group from Alberta and another from Manitoba interested in joining the CEAMS group.  The group pays dues and has hired a manager to ensure the research required gets done as this is too onerous for any one credit union, as a group is become manageable and affordable.  This is a formal network and therefore is governed by majority rule, the downfall to this is the commitment to work as a group which ensures that occasionally a credit union may not agree with a decision or direction but must either follow or pay penalties to leave the group.  The penalties are in place to ensure funding for projects already agreed upon to date.  
The Masters of Management – Co-operatives and Credit Unions (MMCCU) program at Saint Mary’s University provides another good example of a network.   There is a second tier co-operative, Co-operative Management Education Co-operative (CMEC) comprised of many co-operatives worldwide, that was created specifically to support the creation and implementation of the MMCCU.  The CMEC advises on program content, faculty, among others, in addition to providing financial support in an attempt to fill an educational need in the system; however, in order to keep this course viable, another group of co-operatives assists.
   This is a network of co-operatives that believe in the benefits of offering this program and, as such, provide additional funding. The students themselves form a network of individuals from various cooperatives who come together to learn from each other and the various organizations.  This network provides the basis for learning and development of cooperatives and credit unions from various countries and various types of cooperatives.

In the case of US worker co-ops, there exist two large regional networks, the Eastern Conference for Workplace Democracy (ECWD) and the Western Worker Co-op Conference (WWCC). For years the WWCC has been bringing individuals and worker co-ops together for information and skill sharing. It was the WWCC that helped form the ECWD, but the main objective behind helping an Eastern conference form was to eventually bring the two conferences together under one united federation; therefore, what you see here is regional networks helping create a national federation. Along with the two larger regional conferences are smaller regional networks that gather worker co-ops either in a smaller region such as the Valley Region of Massachusetts (Valley Alliance of Worker Cooperatives – VAWC), or cities such as San Francisco (Network of Bay Area Worker Cooperatives – NoBAWC and Boston (Worker Owned and Run Cooperative Network – WORC’N). However, what is typically missing through these networks is the willingness or ability to leverage the scale of the organized co-operatives “to promote common interests” or to gain political or societal clout.
 Thus, with networks, you lose out on the natural advantages of having a large group of like minded organizations meeting together. Other drawbacks to a network can be that it is extremely difficult to reach consensus on many if not most suggestions: For example: how to honour credit union day? Also, given that there is often no commitment made to the group, some make no attempt to participate at all seeing that they have nothing to lose by not contributing.   Thus, it is clear that networks definitely offer ways for co-operatives to coordinate and skill share; however, federations offer a more collective and proactive way of solving the challenges co-operatives face and cannot solve on their own.  

How should co-operative business respond to the threat and opportunity posed by globalization?

Globalization, which as Tom Webb points out in his article, Marketing Co-operation in a Global Society, has shifted the power dynamics around the world, to a point where a “major portion of decision making around the world, in rich and poor countries alike, has shifted from governments based on one person/one vote, to corporations and the market-place, based on one dollar/one vote”.
 Along with this, globalization brings with it an explosion of technology that helps organizations and capital become infinitesimally more mobile then even 40 years ago (ibid). All of this has resulted in enormous power for multi-national corporations, along with “enormous pressure on corporations to produce high, short-term returns”.
 With the dominating hegemonic praxis of capitalism, politicians and bureaucrats are immersed in the ideologies of private profit-driven firms who influence these politicians and bureaucrats by being able to make decisions faster, act quicker and speak much more uniformly and cohesively than their co-operative counter parts.
 All of this amounts to tremendous challenges to the co-operative sector.
Consequently, in these difficult economic times, globalization stands to become an even bigger threat to all smaller organizations.  We are living in a time when it has become more important than ever for most consumers, both on individual and commercial levels, to cut expenses wherever possible.  On the other hand, individuals are becoming more and more aware of what it means to be socially responsible.  An organization must have the ability to provide an individual with evidence that it is acting ethically and responsibly while providing that same individual with value for his or her hard earned money.  Co-operatives, by their very nature, have the ability to accomplish this; however, how is it done on a global scale?  

With the technology that has come with this wave of globalization come tools which co-operatives may use for their advantage. As noted above, the USFWC’s use of an online document library of worker co-op documents and resources allows the USFWC to cheaply and easily distribute the tools and resources that co-ops will need to create and strengthen their organizations. And using the communication power that globalization has brought, individuals and co-ops can quickly and easily be linked to resource people that can help them with their specialized challenges, such as help with by-law questions, or membership challenges. It is through these communication paths and channels that allow co-operators from around the world to discuss, share, plan and build new networks and new federations that will help unite these groups and these interests in ways that add not only solidarity but true power in numbers to educate and influence those around the world to the benefits of co-operatives.  Given the sixth co-operative principle of Co-operation Among Co-operatives, it seems only right that co-operatives join forces to form networks or federations that would more effectively bring about positive changes in the global community.

Finally, through globalization’s isolating and disempowering effects, co-operatives have the opportunity to capitalize on their community base, their nature of accountability and their inherently democratic foundation. All of these features stand in stark contrast to the capitalist firms that continue to expand outward, taking with it communities, resources, and liabilities. As we learned in our first term of the MMCCU program, when we were introduced to Jaroslav Vanek and his destructive trade theory, the rich are continually improving their positions while the poor were either stalled or losing ground.
  This is an ongoing trend that needs to be addressed.  Tom Webb states in Marketing Co-operation in a Global Society, "Worldwide, co-operatives clearly present an attractive alternative way to organize our economy in the face of disturbing global trends."
  Should co-operatives be able to market their differences effectively, in ways such as using the technology intelligently, as well as offering individuals a system which is rooted in the community and within their control; co-operatives could be poised to turn the tide of the global market to one that is much more conscientiously supporting, much more environmentally friendly, much more economically just.
 For example, the Canadian Co-operative Association runs a credit union development project which sees volunteers from credit unions across the country go to developing countries to mentor credit union employees there.  The goal is to help these credit unions improve their processes and become more successful and more able to help their communities.  

What is also imperative is that cooperatives form networks, alliances and federations to achieve economies of scale while being careful not to engage in an aggressive race to the capitalist identity; our support of ethical behavior, freedom, democracy and inclusiveness must not be forgotten.  Co-operatives can be critiqued as being conservative and modest; they are often overlooked as a solution by the media, the community and even government.  We have neglected to take credit for the positive impacts being created and in some cases have neglected to measure these impacts as well.  To move forward in a global world, cooperatives will need to ensure visibility and will need to measure and monitor activities to ensure we are following the cooperative principles and give credibility to them. Working together as a whole internationally is the utopian goal, utopian in that if this were to happen there would be groups splintering from the whole for one reason or another.  By working together either nationally or internationally, through both co-operative federations and co-operative networks, we would be able to ensure adequate inclusive legislation, competitive services provided at a reduced cost and benefits to members worldwide.  
Conclusion


When looking at the debate between “authority vs. liberty”, the federation is a tool that, although can sacrifice some individual co-operative autonomy and member participation, can offer distinct benefits to its members, especially when looking at the challenges that are given to small organizations in the face of an increasingly globalized world economy. Accordingly, in looking at the question: “What is gained from a co-operative federation, and is it worth the cost?” we leave with an answer that suggests that federations provide benefits and opportunities to member organizations that they could not gain on their own and therefore, in the end, it does appear to be worth the cost.  However, as the world becomes more complicated, the solution must become more complex, and thus involving other models such as networks in helping answer the needs of co-operatives. As we saw in the case of the US Federation of Worker Co-operatives, the federation is hoping to offer support through services such as online document libraries and networks of low cost co-operative developers; however, the federation itself was started through the work of co-operative networks and continues to support and be supported by those networks. Although these worker co-operatives, due to their generally smaller size, can greatly benefit from the work and support of a federation, they can also benefit from the conferences and meetings put together by the regional networks. In the larger debate, federations and networks are both viable options in order to combat the challenges that co-operatives come up against in the face of globalization. Therefore, given the new challenges that globalization poses, federations do seem to be viable option, but the answer will probably be coupled with other systems such as co-operative networks. As the USFWC is still in its infancy, it should also be interesting to see how this organization evolves down the road and to that end, how it interacts with networks and how it acts on its own. Perhaps it will be better able to take advantage of the newer technologies and tools that globalization has to offer, as it is not an older organization, entrenched in the “traditional ways” of communication. In the end however, it is clear that the federation has more work to do, and therefore, only time will give the answers to these final questions.
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