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STOP _EEC DAIRY AID TO INDIA

MISSION PRODUCES VERY CRITICAL REPORT ON INDIA'S OPERATION FLOOD

The official Joint Review Mission of the EEC and the World Bank which evaluated
India's Operation Flood II programme last summer, has come to the conclusion

that " a moratorium on imports of dairy products is more than appropriate and
deliveries of milk powder and butteroil should take place only if and when a
substantial and documented deficit shows up ". According to the mission " imports
of dairy products (either donated, subsidized or commercial) can, in the present
situation of growing indigenous stocks, damage the strenghtening of the coopera-
tive industry ".

These statements can be found in the Main Report of the Joint Review Mission of
which the concluding 23 pages have just been released. The overall view by the
mission of Operation Flood is quite critical. The report states : " The quality
of achievement is quite uneven across India and the states, ranging from very
satisfactory to disappointing. The situation has become very complex and very de-
manding in terms of rationalising present operations and building on them ".

Within the coming months the EEC has to decide, primarily on the basis of the fin-
dings of the Joint Review Mission, whether it wants to continue dairy aid to India
or not, Between 1970 and 1985 large amounts ( 368.000 tons of skimmed milk powder
and 128.700 tons of butteroil) of dairy products have already been donated by the
EEC to India for it's national dairy development programme Operation Flood.

A major objective of Operation Flood was to enable ten million milk producers' fa-
milies to build a viable, self-sustaining dairy industry by mid-1985. Originally
this was to benefit mainly small farmers and landless laboures, who were to supply
milk to the urban consumers including vulnerable groups like pre-school children,
nursing and expecting mothers at stable and reasonable prices.

In 1985 the Indian government asked the EEC to continue dairy aid for another five
years (1986-1990). On December 6th 1986 however the correspondent in Brussels of
the Indian newspaper Economic Times, reported that " EEC food aid in support of
Operation Flood can be ruled out in the view of senior Community officials here ".
The article also states that " a concerted campaign earlier this year to get the
community to withdraw it's support made a considarable impact on the European Par-
liament, whose Timited powers do extend to the community's aid budget " (Annexe 2)

There has indeed been growing pressure on the policy making institutions in the EEC
to phase out dairy aid to India and review the conditions under which any additio-
nal aid might be given. This pressure has on the one hand come from a number of In-
dian organizations, social scientists, dairy experts and others who have been cri-
ticizing many aspects of Operation Flood and it's continuing dependance on dairy
imports. A campaign in Europe on this issue acquired a very broad base since the
General Assembly of European Development NGO's adopted a resolution on the subject
in April 1986. The primary focus of the resolution is an urgently needed reorien-
tation of Operation Flood in favour of the rural and urban poor.

In the EEC the India Committee of the Netherlands (ICN) has been particularly ac-
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tive on the European Community's 'dairy-connection' with India. At the end of 1985
the ICN started the campaign 'EEC Milk Out Of India' with the publication of a cam-
paign manifesto and a book(which has also been translated in English). The campaign
is aiming to stop the vicious circle of EEC dairy aid to, and animal feed imports
from India. A main point of criticism on Operation Flood itself is that the program-
me is largely geared to benefit the interests of middle and richer farmers and the
urban middle class and elite. EEC dairy aid to India has been competing with local
milk producers by depressing producer prices and interfered with the objective to
make India self-sufficient in milk production.

The points for action of the campaign 'EEC Milk Out Of India' are :

- phase out dairy aid to India within two years

- no dairy aid for bottle feeding

- no aid for exotic cross-breeding

- stop EEC animal feed imports from India

The arquments put forward and the pressure exerted on the EEC by both Indians

and citizins of the EEC did have effect.

In March 1986 the EEC postponed it's decision on dairy aid to India, which was
first to be taken in the first half of that year.The European Commission (the exe-
cutive body of the EEC) first wanted a new and elaborate evaluation of Operation
Flood II (1978-1985) and await the results of this before taking any further deci-
sion. European Commissioner Claude Cheysson also announced then that the EEC could
not continue to give dairy aid to India on a year-to-year basis, as had been done
during 1984 and 1985.He made it clear that new dairy aid to India might only be
given on a multi-annual basis. This decision in fact ended the policy of tacitly
prolonging dairy aid for Operation Flood yearly, while the allocated amounts of
free dairy products for Flood II had already been supplied.

After March 1986 the Gujarat cooperative dairy industry, who is the market-leader
in babyfood with it's product Amulspray, seemed to have stopped advertizing this
product thereby finally complying with the Indian National Code for Protection

and Promotion of Breast-Feeding. This code was already published in december 1983
by the Indian Ministry of Social Welfare. We do not know the decision to stop
advertizing commercial babyfood was the result of campaigning on the issue and/

or of the fact that the National Code was to become (and has now become) a law

by the end of 1986.

The above mentioned decisions by the EEC are in fact quite remarkable. At the end
of 1985 it was generally expected that dairy aid to Operation Flood would be con-
tinued untill 1990. The EEC had upto 1986 spread only unqualified praise about
the programme and a refusal of new dairy aid would not fit in this rosy picture.
Also in March 1986 however, the European Commission published an interim report
on Operation Flood II. This report is still mainly positive, but the EEC also ad-
mits for the first time that the programme has a number of shortcomings.

The present report of the Joint Review Mission is far more citical than the ear-
lier interim report. The main findings reflect in fact most of the criticism that
has already for years been put forward by Indian social scientists, dairy experts,
Indian Dairy Action Group,journatists etc.and by European NGO's and researchers.
Besides the Review Mission has added new information and insights.

( EXTRACTS FROM THE REPORT CAN BE FOUND IN ANNEXE 1)

Probably within the coming weeks the European Commission will present a proposal

to the European Parliament and the Council of Ministers from the member countries.
This proposal is already long overdue, most probably because of the big interests
involved ( in particular the European dairy industry and the Operation Flood autho-
rities) and the resulting pressures.

Therefore it is very important that concerned Indian and European NGO's and indi-
viduals now further strenghten the campaign to stop the export of dairy products

to India and to reorient India's dairy policy in favour of the rural and urban

poor

More information can be send to you on request by :

India Committee of the Netherlands
Oude Gracht 36

3511 AP Utrecht

The Netherlands




ANNEXE 1

EXTRACTS FROM THE REVIEW MISSION REPORT ABOUT INDIA'S OPERATION FLOOD II
ACTIVITIES ( DECEMBER 1986 )

( Commission of the European Communities/ World Bank)

1. MAIN FINDINGS ON THE ISSUES UNDER INVESTIGATION

1.1. An overall view

The very large ecological, structural, institutional and politi-
cal differences between the varlous rezions and States calls for
separate and specific analyses in ordcr to account for the differrent
degrees of project achievements. In addition, on the basis of the Indian
Constitution, the pianning and implementatlion of projec: sctivities are

the responsibdlity of 3tate Governmrntg and State Cooperative Federa-

tions.

In each situation, the progress of project activity implement-
ation has been different Fo- & number of technical, economic,
institutional and political reasons. In many cases, the project

achievements depend on previous constructive dairy development activit-
ies carried out by local State authorities or by other private

organizations: in some cases the project advancement has been hindered

by previous ill-conceived and/or ponrly executed dairy development

plans.

Actlvities and project implemcatation are, on the whole, more ad-
vanced in those milksheds where investments were started during Opera-
se more technical and financial ef-

tion Flood 1 phase, not only be
fort, over a longer period, was applied In organizing dairy cooperatives

and milk marketing fecilities, but because they were located in areas
were oversll conditions favoured deiry development. Notwithstanding the
high standard of the operational abilities of the professional
management, the planned and approved scale of Opcration Flood I project
vas too ambitious. The increase in scale between Operation Flood I and
Operation Flood IT was too large In reletion to the need to maintain a
high level of efficiency in implememtation z:nd also the necd to adapt to
the <nw<.a»<n1uww»nn situations. Although the original Operation Flood
11 plan was considered over-op:inistic from the beginning, and revised
lower targe:s were incorporated into the World Bank appraisal report,
nevertheless the scope of the project remained quite unrealistic and
very demanding upon the project Authorities. Quantitative activity
achievements are fairly impressive, amwroaww in the areas of farmers'
enrollment and processing infrastructures. The original quality stan-
dards have suffered somevhat, as observation by 8 number of people in.
several places during mission field visits and discussion with project

authorities have confirmed.

The quality of achievement is quite uneven scross India and the
States, ranging from very satisfactory to disappointing. The situation
has become very complex and very demanding in terms of rationalising
present operations and building on them. Major issues of research and
marketing strategies are no: at present given the proper organizationsl
attention and coordination. In the struggle against rural poverty, ap-
propriate dairy development has a role to play and a potential,
sccording to many authoritative sources. State and Union Government
dsiry sector planning are at present not strong enough to coordinate
efforts in tapping such 8 potential and to take into account the
peculiarities of regional technical, economic and political situations.

1.2.2. The balance of supply and demand

1. The present situation in the cooperative and public sector
shows serious problems of matching supply with demand. They have been
dealt with by making so cslled "milk holidays" declared by the cooperat-
ive Unions (i.e. days on which the Cooperative Union plant will not col-
lect milk from villages), unsold stocks of dairy products and possibly
wastage.

The figures presented by project authorities regarding increase
in procurement over the last four years have to be interpreted cautiou-
sly, as they refer to a growing number of districts from which milk is
procured. Based on one identical core set of districts, the annual
increase of total procurement between 1982-83 and 1985-86 is about 14%X.

ﬁ:n. temporary over-extension of existing capacity in some
situstions, due to the high increases of procurements, has been the

result of a complex interaction of several factors, among which price
policies, marketing problems and also an ill-managed policy of producer

enrollment in the programme as well as the geographic extension of the
area covered under Operation Flood II are more important than a
substantial increase in production. Nevertheless, the phenomenon of milk
holidays and surpluses is real in several districts and a solution can
be found through expansion of processing capacities and marketing,
including the indigenous use of commodities for recombination.

2. A dominant characteristic of the Indian dairy industry is the
relatively small volume entering the formal processing and marketing
sector. The modern organized sector (public, cooperative and private)
controls around 11% of the total production, of which only 5% is
marketed as liquid pasteurjzed milk. The traditional raw milk trade
still represents the largest sharc in 1liquid milk marketing and,
notwithstanding all its defects, it still provides an essential service
to both producers and consumers. If properly organized and within
reasonable proximity to most larger towns and cities it can deliver good
quality milk to consumers while at the same time providing the producers
with a reasonable share of the final price.




£q uaall SaIPISQNS JOJ Juaw3sSNfpe Y3JA "UOFIBNI T8 SSOT [enuus pajeadas

8 UJ JO USAI-XBOJQ B UT JOYITO Jem suojjeJado jo A3jJofsw eyl°y

SUCT39419d0 P93OI[as JO SudWIIEIS [U]OUBUTJ 943 JO SIsA[euy °6°2°T

-g82731J043Ne

II poold uojawsado YySnoayy patpusy pye L3 Tpowwod Sugpnidous ‘uorl

-wzIpISqQns 211Qnd JO 9T0J pasedIduy 8y3 Aq pauterdxe aq Aew STYl

‘geaJe uwjjrodoazsw JNOj Y3 JO seJy3
UT 3SE3T 3® ‘TIAST [TEIIJ 3@ POOJ JIYIO ueyy Jadesyd ATIATIETIS JwOdeQ

sey 3N[Tw 38yl sJeadde 3T TTTIS 'SUAO3 puw S€3FI]d Y3 Jo 3Isow uy sJuak

pT IS8T Y3 Burunp PAJINIIO dABY §3ISWIIOUY 2074d Jauwnsuo) °¢
©J03298 9AT3IWIAC00D Yyl AQ YTIw

pynbyr Bujiianaes pue Suyssadoad ‘Buy3ldI[[0d JO 83800 Y3 Jo £} | BEYYCE)

1IN ® AOTT® 30U Op S338IS SNOJJIBA UT PIMOT[OJ SIFIFTod 3d7id "2

‘Seadw [®JInJ pue ueqJn

U7 430q $a574d Jo A3jr1qeas JoUdiy ® usaq sey 399333 33U Ayl
*Y0J3u0> TE®dF3770d 03 3J2fQNS aJe SIWNSUOD uURQJN
03 $39F74d NTTW :38fJew X[Fw PINDIT Yyl PaJeud SBY IJJIOJ T[RUOTINITISUY
AU ® 'J03D98 2ATIBIAd00) Iy AQ JIIVT PUE SJUIWUIIACD Y)Y AqQ paumo
$a7371108) Buyssadousd M{TW ulIpow JO 3IUIWYSTITQEISe Iy IDUTS
*SUOTS
-729p TE®373jT0d pue 33)Jem [BUOTIBUJIIUT Y3 uodn puadap ‘sa13f3uend
aBsey uy peasodwi Buteq 'yojya (10 21qelaTaa jo A33T11QETIeAR pue ¥d7ad
2yl 03 pajeralod ST I8y ayy Jo 9d74d Yy} ‘JeAemoH ‘dayB Ayrepoads?
'830npodd N[TW OTQEAJISSId JI0F IMJBW PY) O3 PANUIT aJe EIpPUI JBAO TTW®
$9574d NTIW °SITITPOWWOD JPYIO SNOTJBA JOJ #d7ad Oy} USYY VI JISEIT

® 39 UmoJB sBY GB/0L6T UPamiIeq HTTw JoJ 9d7Jd ayese(oym ayr °t

. sa1o710d #o74d pue §3d1ad ‘8°2°T

*Buy]yaxdew

TeuoyIeu jJOo ss3doud 3Juasaud ayz ojuy J3ud ..uw...) $389423uy [euO}Bou
JOo yaBuaays tenbaun 8y3 uy S3ISTX? wayqoad Jofew ® ‘. IA0RJON

‘UITA ITEOP ATOATION3JS 8Q J0UUBD ‘D38 Buldjud ‘u03des TFe3al

ay3 Jo uotrimziueduo ‘3JusudolIABp pUR YIJEISIJ ‘UOTIIITIS AWEU PpuRIq

‘uot3IdaTes 3dnpoud se yons ‘sweiqoad dSyjydeds JOo Jaquwnu y uoyIeZFUBBIO

ButieiIew JO S3TOJ JOJ PIuBYsap ATJadoad 30U OJ® ‘UOTIBIAPIY IATIEIdOO)

Layeg Teuotrjey PaYsSYTQEIs® ATmau ayy jJo uofidesxa arqissed Y3 Y3 ta

‘seanidnuisesjul BulISTXI ‘1A TeuOj3eu 3@ Buj3ansew 3onposd Aajep puw

ATTW JO S$PpIdU dJan2nj pue Judssad 9y3 Yijm #dod 03 afqeun s} uojyezjuedio

Sur3ieyses juasaad ay3 eyl 9aq 03 swaas weyqold Jofew YL b ¢

uojjezjuelio duyjanaey 21
‘S8dJ® pPOOT4d uoTleJAdQ Uy PITPURY ATIUIIAdWOD UIIQ
SABY UOTIDSTTOD pus JuswdIINdoJd NTTW JO $353ds® [BOTUYDd)Y Yyl °T

(2)

2wy} JO tuma 20 ‘OS(@
‘pus ®3ep JusweBEusw TEIOURUTS JO YO Joj A[uisw ‘pawiojiad 8q 3Jou
pINod sAerino auwweaBoud 3ndui JO SISTIIIXI SSIUIATIDNJJS 380) °9
*91QRINOABJ SS3] dwWOIIQ ABw OF3IBI #57ad 3nduy/and
-3n0 sy3 puw pe3Idadxa 8q uwd EISWIJIDUT PTITA Jofew ou pue ISBAIOUT 03
puay sesuadxa ysud se £3717qUitjoudd Jo uOYSOID oa1ssaaBoad ® Jo suollIed
-JpUT aJw @Jay3 ‘PP3IdPTTOd aq 30U’ PINO> 3oudpiad Buoais yBnoyylv
. i ‘sanpysad
doy> pue saSoydnos uyeIqo 03 YdIym woaj puel doad ou Jo I[IYTL UM
sproyasnoy Jo3 Jaydiy L(reuorjdodosd sy pus yBry Ar41e3 s§ uoridnpoud
AW JO 350D [8303 ay3 uy pue sesuadxa ysed Ul Juauodwod padj Byl " (4no
-QqE] PUE JIEA ‘pUBT) SIJINOSIJS ITQETIEAE JO SN Ayl ug A3p401ad puew
—wo> sdoJd yseEd pus PooJ U3 JO I1sOw ey sJeadde 31 ‘[IAI] wae} 23JY 7 ¢+
-1Af3oNnpold 20JNOSII UT 8IEBAJLIUL J9yfty Jo/pue OF3ed adtsd 3ndut/andino
21QUJNOARJ BJOW ® O3 JIYITI anp ‘aaydiy ®q 03 suwedds (T3S uot3onpoud
WIitw ©03 paJedwod sdosd Teany(nagsde jo £3y11qEe3gsoad Yyl °s
*{PAIT IUIWUIIAOCD 3I® puw 3%3fouad 3® Yaoq IUIEQE a3ep 03 ‘ swwead
-0ad BujJojfuow puw SISATEUR ,wIISAS WJEJ, ® JOJ ST(EI SITITATIOE 3203
-82ATT pu® doud uaemleq £3TJRIUIWITAWOD ITWOUODI pue TBITUYIIL ‘v
*POUTEIQO UDBQ PAEY HTTW MOD JO SIEWIIOUY TEIIUEIEANE saaym
U3A9 JWODIIA0 U33Q 30U Sey uorydnpoad Jo A1TIQEIJEA [RUOSEIS Iy pue
saoTe)Inqg 3o BurpesBdn pue #r33ed Aijep snouaByipul 8y Jo Judwaaoadwy
a3yl 03 U2ATE UIaQ SEWY UO;ILITIW JUIIDFIINSUT ‘IIEP O3 ‘J9A09J0K °IAIY
wrel 3® SA0D PIJQ -880JD toyjesauad 3ss1; vl PI91L ANTIw JoO hvuu«n-«m->
ayy 3unoddw ojuy BupNey 3Jou Uy PITTV] sey oswweaBoud Buipselqssosd
syl -sJewswy 03 BUTIEEJINIUT ATTEIJWOUOIS 3IT S¥Ww O3 PEPIBU BUo3 FpuUCd
STWOUOCD® PUE  TEJINIONJIS ‘' TEITUYI} (eyoeds KAJea syy 03 eNp PATIRI
sey sjuswanosdwi PIOTL J0J enbiuydey paziTedsual ® se BuipeaJqssosd
‘guoyBad 2wos worj 3Jedy ‘3P 03 §S3IONE paatwyl Atuo pey sey suweadoud

Buypaalqssoad ay3 ySnoayy sTRUTUR ATTW JO sjuawanoadwy d139UaH 2

‘pesSIN 8Qq 03 PARY PINOA SBISE ueyrrodoazsw UF ATTw PINbIT 03 $8d%ud
JOWNSUOS ‘SATIBUISITE UE SY °380.03UT S$U S39SS® TRIOURUTJ jussaad 837 JO
Jn0 suTes 5QI YSTYM SWODUF Y3 03 IUITEATNbE SSET IO aJow ST uOFIeJedo
JU9IIND8J BY3 JOF PIPIIU IDUBUTJ YL “an3dnJ3s Buydyad TeusIuUY juasaad
Y3 UIATE pIazIpPIsSqQNS 3Q 03 PABY PIIPUT PINOA UOTIBUTQWOIIJ JOJ JI3IINQ
pue Jspmod }TTw padnpoud ATsnouaBipuy Jo IsSn 83 'JIAIAOH “"paydedJd
fuyaq 03 ISOTD SwIIs ADUITITIINSFTIS ‘Isesy 3¢ 'ATTeTIPIVN CPAIBUTWIAY
J0 ATT®YT3UeISqQNs Paonpes #q UEd uosess ueal ayz Burmp ATTw PpINbYT o3uy
UOTIFUTQWODaI JOF $373FPowwod Jo 3J0dwy §,@FPUI IBYF [IAIT Y3 paydead
sey (J233nq puw dNS) S3Idnpoad Luyep jo uoy3onpoad TRUJIUI P

*gyonpoad RTTW pue
SNITW JOJ PURWIP 2ATI0IIJ2 TIWJIPA0 URYZ 3184 JaAOTS © 3@ noJ3 03 Spud)

uoy3onpoad NTFE [eleAc 3ey3 Jwadde prnom 37 ung Buol 23 ur °€




IDC practically all operations would show a loss situation, some coming
into 8 very dramatic situation indeed. The situation applies to Mother
Dairies (Delhi and Calcutta) which are trading at a special advantage
according to the analysis performed. R

2.From the analysis of the financisl records, IDC appeared to be
an extremely strong financial institution by 1985/86;

3.The financial reporting of oxvo:m*ncﬂu by IDC is organized
sccording to 10 action items and by subaction items in general. Any
further disaggregation, could not be obtained.
The method of accounting used by IDC is a major weakness in the control
u«unms. since it prevents internal cos: nonitoring and management and

the carrying ou: of ex-post cost/effectiveness analysis.

2. STRATEGIC ISSUES IN INDIAN DAIRY POLICY AND PRIORITIES
2.1. The balance of demand and supply

1. Internal production of dairy products (SMP and Butter) has
reoched the level that Indis's import of commodities (SMP and BO) for
recombination into liquid milk during the lean season can be reduced
substantially or terminated. Imports of dairy products (either donated,
subsidized or commercial) can, in the present situation of growing
indigenous stocks, damage the strengthening of the cooperative industry.
In any case, a moratorium on imports of dairy products is more than
appropriate and deliveries of milk powder and butteroil should take
place only if and when a substantial and documented deficit shows up.

3. In the long run, demand for milk and milk products is
expected to grow annually by at least 5%.

This figure is based on an econqmic growth rate between 4.5 and
SX and an expenditure elasticity of demand well above 1.0. Moreover,
under these conditions urban demand for milk and milk products will have
a higher rate of growth. In order to avoid increasing disparities in
milk consumption bertween rural an urban areas, various income levels and
regions, adequate planning both of production and ma-keiing has to be
implemented.

To begin with, an adequate statistical apparatus for monitoring

the evolution of production is greatly needed.
From & consumption point of view, a strategic issue is the

question of the subsidizetion to "needful" groups in the population.
There are target groups in the population for which milk is
considered to be indispensable (small children and nursing mothers of
families below the poverty 1line) ond for which market rates are
prohibitive. Policies could be planned and implemented to give them
preferential access to milk through subsidised distribution, both in
rural and urben areas.However, this is a public social responsibility

and Governments should take the burden of direct subsidies. Producers'

Organizstions or even State plants might be asked to cooperate in
implementing such policies technically but not financially.
2.2. Future planning of the cooperative industry

}. The planning of the cooperative industry should be part of -
but not 8 substitute for - renewed and revitalized dairy planning in
India, for which some principles have been indicated in the previous
paragraphs. The role of State Governments in designing this overall
dairy policy is crucial. The present situation in which State Government
dairy policies are mainly centred around Operation Flood, creates new
opportunities for a good division of labour between the State Government
and the OF authorities, but it also holds dangers and biases.

Reducing the State dairy policy to only being a suppleaent to
zion

Operation Flood for those districts which ar-e not covered by Oper
Flood may in the long run prove to be harmful for Indian dairying.
Therefore, as the Jhs-Commission has suggested, finance from IDC could
also be used to sirengthen and support State dairy projects in non-OF

areas.
2.3. The Input services progreame.

1. The input services programme is sn essential componert in the

drive for production enhancement and an instrument in the orgesmization
of marketing cooperatives. Renewed ottention should be given to this

aspect of Operation Flood in order to take definite steps towards
integration with State Services so as to achieve higher levels of
efficiency. -

2. Present proposals and actiohs already implemented by Project
Authorities to decrease the organizstiqnal and financial support for the
Input services programme seem inappropriate and inadvisable. It seems
contradictory to the main objectives of the dairy development project to
undertake any action thet would try to restore or schieve the economic
and financial viability of Cooperative Unions and Federations by cost
saving devices resulting in a lower level of input services to
producers.

3. Genetic upgrading of milk animals should be oriented towards
indigenous breeds which, within specific ecological regions, have proved
to have a milk potential, and towards buffalces. Specific research
efforts should be directed at dealing effectively with seasonality in
breeding. Crossbreeding programmes should be implemented only in those
areas where climatic conditions are suitable and adequate fodder and
good veterinary infrastructures are available. The social stratification
of producers and their level of institutional organizstion should also
be taken care of in order to minimize the inevitable unequalising income
effects which accompany major technological changes: large farmers, with
greater capital resources and ability to bear higher risk, may derive

undesirable advantages from the technical change.
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