
In companies where leadership
development really works,

it is not a stand-alone activity.
It is a core process ofthe

business^dyed into its
very fabric.



Grovtfing
Talent

as if Your Business Depended on It
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and Laura Reeves

I N THE THIRTEENTH CENTURY, it took the College of Cardinals
almost three years to anoint a successor to Pope Clement IV.
To break the stalemate, one of history's most bitter organiza-

tional deadlocks, church officials began limiting the food and
drink they provided the voting cardinals, eventually giving
them just bread and water. Fortunately, today's cardinals don't
seem to need such harsh incentives: It took them less than a
week to choose Benedict XVI.
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When it comes to succession planning (and, by exten-
sion, leadership development) in the business world, cor-
porate boards could do with a similar sense of urgency -
though we wouldn't necessarily advocate starving them
into it. Traditionally, boards have left these tasks very
much up to their CEOs and human resources depart-
ments. There's a simple reason why directors pay so little
attention to these activities: They don't perceive that a
lack of leadership development in a company poses the
same kind of threat that accounting blunders or missed
earnings do.

That's a shortsighted view. Companies whose boards and
senior executives fail to prioritize succession planning
and leadership development end up either experiencing
a steady attrition in talent or retaining people with out-
dated skills. Such firms become extremely vulnerable
when they have to cope with inevitable organizational up-
heavals-integrating an acquired company with a differ-
ent operating style and culture, for instance, or reexamin-
ing basic operating assumptions when a competitor with
a leaner cost structure emerges. In situations like these,
businesses need to have the right people in the right roles
to survive. But if leadership development has not been a
primary focus for CEOs, senior management teams, and
boards, their organizations will be more likely to make
wrong decisions. Firms may be forced to promote untested,
possibly unqualified, junior managers. Or they might
have to look outside for executives, who could then find
it difficult to adjust to their new companies and cultures.

Some companies, however, have not only recognized
the importance of including succession planning and
leadership development on the board's agenda but have
also taken steps to ensure that those items get on the
docket. Over the past three years, we have undertaken ex-
tensive fieldwork with many of these companies, con-
ducting multiple interviews and analyzing their varied
approaches to successful leadership planning and devel-
opment. We have found that the best oftheir programs all
share some common attributes. They are not stand-alone,
ad hoc activities coordinated by the human resources de-
partment; their development initiatives are embedded in
the very fabric of the business. Erom the board of direc-
tors on down, senior executives are deeply involved, and
line managers are evaluated and promoted expressly for
their contributions to the organizationwide effort.

By engaging managers and the board in this way, a com-
pany can align its leadership development processes with
its strategic priorities. The company can also build a clear

and attractive identitj^ its employees perceive that lead-
ership development processes are what they are declared
to be. Such coherence, identity, and authenticity, in tum,
make it easier for the company to attract the future lead-
ers it needs.

In the following pages, we'll describe what some of
the companies we've been observing are doing to create
strong, effective succession-planning and leadership
development programs. First, let's take a closer look at
where many companies go wrong when they set out to
grow great managers.

Every Which Way
Tyson Foods, a family-controlled company based in
Springdale, Arkansas, provides a good example of where
companies can fall short in leadership development.
Every time CEO John Tyson, grandson of the company
founder with the same name, picked up a journal, news-
paper, or business magazine, he saw yet another story
of how iconic companies like General Electric set the
standard in churning out future leaders, and he was frus-
trated in his ambition to leave a similar legacy.

It was a big ambition. Despite Tyson's size after its
merger with IBP in 2ooi-the company's market cap was
around $25 billion, putting it well into the Fortune 100-it
had, in its 70 years, invested very little in leadership de-
velopment. And the organization had no ingrained sys-
tems, tools, or processes to ensure a steady supply of qual-
ified talent. When he took the reins in 2000, Tyson had
made it his goal to change all that, and the company, over
the next two years, experimented with several leadership
development initiatives.

These experiments all followed a similar course. Typi-
cally, Tyson or a member of his senior management team
would read an article or hear about an interesting ini-
tiative at another company, such as a mentoring pro-
gram. Then he or one of his colleagues would chat with
Ken Kimbro, the senior vice president of corporate HR,
about the possibility of implementing a comparable pro-
gram at Tyson (the Tyson Mentor Program, for instance).
A few weeks later, a Tyson version ofthe initiative would
be discussed in internal focus groups, and pilots would be
developed.

One time, John Tyson was invited by the CEO of a promi-
nent company to see how that organization monitored its
emerging leaders' progress. When he returned to the of-
fices, he cleared out an entire conference room and plas-
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tered on its walls pictures of Tyson's
rising-star managers, with descrip-
tions of their job experiences, educa-
tional backgrounds, strengths and
weaknesses, and development paths.
Another time, Tyson personally ap-
proved a budget to send the com-
pany's high-potential managers to
leadership retreats on a remote Rio
Grande ranch.The managers worked
to solve actual business challenges
facing the company, reflected on
their personal leadership styles, and
broadened their spheres of influence
by meeting other high-potentials
within the company. For its part,
Tyson's HR group found it hard to
keep up with the rush of programs.

Despite John Tyson's efforts and
the popularity of many of his initia-
tives, the company's talent pipeline
was still not producing enough qual-
ity leaders, and by the summer of
2002, the CEO realized that his ad
hoc approach to leadership devel-
opment was not working. He formed
a senior executive task force to look
into the problem. The team included
himself, his direct reports, and a small
group of extemal succession-planning
experts, who were there to ensure ob-
jectivity and high standards and to
help facilitate buy in.

The task force members took noth- *
ing for granted. They sat down witb
a blank sheet of paper and mapped out their ideal lead-
ership development system for Tyson. The blueprint they
came up with integrated succession planning and leader-
ship development, made sure that promising leaders
would be well versed in all aspects ofthe company's busi-
ness, and put the accountability for succession planning
and leadership development squarely on the shoulders
of John Tyson's direct reports. "Leaders at all levels were
either in or out," Tyson recalled. They couldn't waffle
about contributing their time and effort to the new talent
development system; they couldn't "protect" talent, hoard
resources, or declare themselves immune from succes-
sion planning, he said.

An Integrated Approach
Succession planning was the critical starting point for
Tyson's new program - as it was for all the leading-edge
companies we observed. Succession planning should
drive leadership development at a company; that sounds

reasonable enough but is hard for many managers to ac-
cept. That's because many people, from the CEO on down,
consider the word "succession" taboo. Planning your exit
is like scheduling your own funeral; it evokes fears and
emotions long hidden under layers of defense mecha-
nisms and imperceptible habits. Perversely, the desire to
avoid this issue is strongest in the most successful CEOs.
Their standard operating procedure is to always look for
the next mountain to climb, not to step down from the
mountain and look for a replacement.

We recently conducted a leadership and talent manage-
ment survey with 20 CEOs in large corporations, repre-
senting a variety of industries and locations. Although all
20 executives agreed that having the right talent in the
right roles was criticai for their companies' success and
that a talent management program was important for de-
veloping effective leaders, almost half had no succession
plans for VPs and above. Only one-fourth of the CEOs
had talent pipelines that extended at least three mana-
gerial levels below them.
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any executives believe that leadership
development is a job for the H R
department. This may be the single
biggest misconception they can have.

Meanwhile, those CEOs who are effective at building
strong leadership teams tend not to have any reservations
about succession; they embrace succession planning and
integrate it closely with the company's management-
training and development programs. When Orin Smith
became president and CEO of Starbucks in 2000, for in-
stance, he made it a top priority to plan his own succession.
He established an exit date - in 2005, at age 62 - which
helped him push his business agenda. Ultimately, Smith's
actions focused attention on emerging leaders through-
out the company.

Two years into the job, Smith knew that the intemal
contenders would still be too unseasoned for the CEO po-
sition by his exit date. Starbucks was under pressure to
grow its leaders as fast as the business was expanding,
from approximately 8,500 global retail locations to
about 30,000 sites.half of them outside the United States.
Because of his early commitment to succession planning.
Smith knew enough about the internal CEO candidates-
and decided on an outsider, Jim Donald, as a promising
successor. Donald had an established record in supermar-
ket expansion as chairman, president, and CEO of Path-
mark, a 143-unit regional grocery chain. He was recruited
to Starbucks specifically to become the next CEO.

Starbucks gave Donald 90 days of dedicated immer-
sion. He worked in the stores to understand the customer
experience, and he observed firsthand the operations in
the coffee-roasting plants. Then Donald was made respon-
sible for North American operations, Starbucks's largest
business. Progressively, he became accountable for more
pieces of the company. One of his first major tests was to
develop his own succession plan and to execute against it
in order to move to a larger role himself. Smith and Star-
bucks's board members paid close attention to Donald's
ability to assess and develop a talented leader who could
take over Donald's assignments and provide the right fit
with the leadership team.

As Starbucks's experience shows, CEOs need to em-
brace succession planning to achieve their own legacies

and the financial success ofthe organizations they leave
behind. By integrating succession planning and talent de-
velopment, CEOs can alert the rising stars in their compa-
nies to potential leadership opportunities well in advance;
and they and their boards can more accurately assess their
bench strength. When the process runs smoothly, boards
have a strong sense of whether a company's incumbent
leadership team will be able to execute important strate-
gic initiatives in the future. The company also gains be-
cause of minimal disruption to the business, shareholder
confidence and positive analyst ratings, and reduced costs
of external hiring for senior executive positions.

The consumer products company S.C. Johnson & Son
also uses an integrated approach. Its performance appraisal
program identifies the rising stars in the company's hard-
to-fill management and technical positions, evaluates
them through 360-degree feedback, and determines po-
tential leaders' readiness for promotions. The well-oiled
program also includes processes to identify "safe positions"-
crucial jobs with reinforced retention strategies and ready
replacements. The tight integration of succession plan-
ning with talent development has paid off: The typical
manager at S.C. Johnson has been on the job for nearly
15 years, and nine out of every ten positions are filled
internally.

At Tyson, just a few years after the formation ofthe ini-
tial senior management task force on leadership devel-
opment, all of John Tyson's direct reports are fully com-
mitted to the succession-planning process. In what they
call the "talent alignment and optimization" initiative,
or TAO, leaders from across the organization try to strike
a balance between the supply of talent (rising stars) and
the demand for talent (critical positions). Right after
Tyson's strategic review process, which is held semiannu-
ally, the company's senior management team holds open
and constructive discussions about the company's high-
potential managers to ensure that the organization nur-
tures in them the skills necessary to execute current strat-
egy while also preparing them to take on larger, more
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complex roles. And to make sure that rising stars are chal-
lenged and achieve long-term success at Tyson, the senior
leaders work closely with HR to devise development
paths that consider multiple career possibilities for high-
potentials, three to five years out.

A Line and Board
Responsibility
Many executives believe that leadership development
is a job for the HR department. This may be the single
biggest misconception they can have. As corporations
have broken down work into manageable activities and
then consolidated capabilities into areas of expertise,
employee-related activities have typically fallen into HR's
domain. The prevailing wisdom has been that if HR took
care of those often intangible "soft" issues, line managers
and executives would be free to focus on "hard" business
issues and client interaction.

But at companies that are good at growing leaders,
operating managers, not HR executives, are at the front
line of planning and development, ln fact, many senior
executives now hold their line managers directly respon-
sible for these activities. In this worldview, it is part ofthe
line manager's job to recognize his subordinates' devel-
opmental needs, to help them cultivate new skills, and
to provide them opportunities for professional develop-
ment and personal growth. Managers must do this even
if it means nudging their rising stars into new functional
areas or business units. They must mentor emerging lead-
ers, from their own and other departments, passing on
important knowledge and providing helpful evaluations
and feedback. The operating managers' own evaluations,
development plans, and promotions, in tum, depend on
how successfully they nurture their subordinates.

Line managers are held accountable not only for aiding
in the development of individual star managers but also
for helping senior executives and HR experts define and
create a balanced leadership development system for the
entire company.They must tackle questions such as"How
will we balance the need to nurture future leaders with
the pressures to eliminate redundant activities?" and
"How should we encourage burgeoning leaders to take
risks and innovate while maintaining our focus on short-
term operations and profit goals?" (Firms shouldn't have
to forgo their quarterly targets for the sake of develop-
ing high-potential managers.) Practical solutions to these
and other challenges don't magically appear in HR con-
ference rooms; they come from the line managers.

If line managers are held responsible for executing the
talent development initiatives, the board should assume
high-level ownership ofthe overall system. Traditionally,
however, most boards have focused on CEO succession,
giving short shrift to systematic leadership development.
After all, there was little risk of a calamity occurring ifthe

board didn't monitor the leadership pipeline. There was
also little chance that the board members would be held
personally accountable for the resulting weak talent pool.
In A.T. Kearney's 2004 survey on the effectiveness of cor-
porate govemance, participating board directors univer-
sally acknowledged the importance of leadership devel-
opment and succession planning. Yet only one in four
respondents believed the board of directors was very
good at these activities.

The CEOs of savvy companies realize that their boards
are well placed to help them plan for new leadership to
take the reins. Detached from day-to-day operations
and biases, board directors can objectively look at the
company's leadership development systems and bench
strength. At Starbucks, for example, the board oversees
a formalized succession-planning process for 2,500 po-
sitions. Its goal is to make sure the company always has
the right people with the right values in the right places
at the right times. As Orin Smith explains: "The values and
behaviors of the individuals you choose go through the
organization like a rifle shot; they can be felt at the line
level within months. We can't afford to hire or promote
people with the wrong values. It's a path to mediocrity."

A Leadership
Development Checklist
To grow great leaders, companies should do
the following:

• Launch a formal, high-level succession-planning con-
ference for senior executives facilitated by corporate HR
and outside experts; outline the leadership development
process; and cascade it through the company.

• Create leadership development programs that fill
holes in your company's talent portfolio to ensure a deep
bench for critical positions in the firm.

Q Let HRcreatetoolsandfacilitatetheiruse, but re-
quire the business units to own the leadership develop-
ment activities.

• Have the board oversee all leadership development
initiatives, and insist on continual communication by
CEOs and other senior managers on their commitment
to leadership development.

• Reshuffle rising stars throughout the company, taking
care that A players are exchanged for other A players.

• Make sure that your leadership development pro-
gram is aligned with your strategy, reinforces your com-
pany's brand, and has support from your employees.
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Some boards are becoming aggressive in getting to
know their companies' rising stars. Pittsburgh-based Mel-
lon Financial, a i36-year-old financial institution, had long
required the heads of its major business units to give pre-
sentations to the board. But in 2002, CEO Marty McGuinn
saw potential value in having the company's rising stars
make these presentations. Now, Mellon's unit managers
accompany the rising stars to the board meetings. They
answer questions when absolutely necessary, but the fu-
ture leaders get the floor. As a result, the board can assess
for itself the efficacy of the company's leadership pipe-
line and hear about corporate initiatives from the people
who are actually "doing things." Meanwhile, the rising
stars gain direct access to the board, gleaning new per-
spectives and wisdom as a result.

A Shared Resource
No leadership development program can be effective un-
less it provides mechanisms for exposing future leaders to
the full range ofthe company's operations. By introducing
their rising stars to new business units, geographies, and
business challenges (managing a tumaround, for instance,
or launching a new product in a foreign market), compa-
nies can help these executive-track employees broaden
their power bases and spheres of influence while giving
them a sense of how the different parts ofthe organiza-
tion work together to execute the overall corporate strategy.

It's a reasonable goal but hard to accomplish. Why
would the supervisor of a brilliant junior manager share
that talent with another unit, knowing that productivity
and profitability in his own unit might suffer? And what
if the rising star misinterprets the transfer to another busi-
ness unit (with perhaps fewer people and less revenue) as
a negative gesture and considers leaving the company?

Tyson Foods faced just such challenges. Under the
company's revamped leadership development program,
business unit heads were obliged to share their highest-
performing managers with other business units so these
rising stars could gain cross-functional experience. Initially,
it was hard for the unit leaders to do so, after years of
hoarding talent and building personal fiefdoms.

To encourage sharing, John Tyson holds the business
unit and functional leaders personally accountable for
rotating emerging leaders through different parts ofthe
company. Cross-functional development plans-essentially,
the road maps for high-potentials' assignments to Tyson's
different businesses-are clearly articulated at the succes-
sion conferences described earlier. These plans are moni-
tored by Tyson and the vice president of corporate HR.
Moreover, the CEO assures unit leaders that they will re-
ceive equally qualified managers in exchange for their
outgoing ones. The company's talent-assessment practices
have been refined so that the right qualities and skills
are being measured across all businesses and functions.

That is, Tyson realized that a manager's success in one
area ofthe business was by no means a guarantee of suc-
cess in another. So the company carefully retrofitted its
performance assessment tools to measure the competen-
cies, values, and skills that would be necessary for any fu-
ture positions that a manager might pursue. The results
are objective, so business unit leaders are exchanging
"apples for apples," not simply sending B players to other
units and keeping their fingers crossed for a star in retum.
Tyson has also adopted formal performance-management
review policies that link senior executive compensation to
the movement and development of emerging leaders.

Mellon's Marty McGuinn has a similar philosophy. His
strikingly simple but powerful mantra is "Connect the
dots." That is, for Mellon to create a leadership develop-
ment system that competitors cannot match, all its man-
agers must map their discrete leadership development ac-
tivities and processes to a coherent, companywide system.
Managers in dramatically different functions, locations,
and operating units are expected to share knowledge and
talent that they think would enhance the whole system.
(The sidebar"A Crash Course"describes how Mellon built
its integrated leadership development system.)

Aligned, Attractive,
and Authentic
As Tyson learned, an effective talent development pro-
gram is more than just a portfolio of off-the-shelf com-
ponents such as competency-profiling tools, 360-degree
feedback, and online training. It is a carefully thought-out
system that you have to develop for yourself.

As a CEO assessing a new program, the first question
you need to ask yourself is whether the constituent parts
of your program combine to enable the company to com-
pete more effectively. A company that operates in a highly
innovative environment, for example, needs to know
whether its leadership development system actually en-
ables it to produce better innovations more quickly than
Its competitors. If the system rewards individuals who pro-
duce the most predictable rather than the most innova-
tive results, it is misaligned.

Misalignment usually occurs when companies have de-
veloped, tested, and rolled out initiatives ad hoc, without
any high-level planning or a defined time horizon. The
first iteration of Tyson's mentoring program, for instance,
was barely linked to the company's existing leadership
development activities and strategic goals. Little thought
went into the matching process; rising stars weren't nec-
essarily assigned mentors in the businesses and functions
that could have helped them the most, so significant de-
velopmental opportunities were lost.

Misalignment can also occur when a company's 360-
degree feedback and performance-management instru-
ments measure (and reward) behaviors that are inconsis-
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tent with the company's values and culture. It may be
counterproductive, for instance, to reward managers for
their skills in acquiring new customers if the company's
overall strategy is to focus on existing customers by cross
selling and offering bundled products and services.

The second question you need to ask is whether your
leadership development system reinforces the percep-
tions you want people to have about the company. We've
found that there is a direct relationship between a strongly

defined leadership development program at a company
and the types of job candidates the company attracts,
external stakeholders' perceptions of the business, and
employees'understanding ofthe firm's values and strate-
gies. For example, Starbucks employees, all of whom are
called "partners," are attracted to the job in part because
of the company's talent identity. They want to be that
cheerful, smiiing-to-the-music person behind the counter
who helps customers start the day out right with a venti

A Crash Course
Most ofthe companies we studied developed their lead-

ership programs over time or at least were under rela-

tively littie pressure in terms of talent management. Mel-

lon Financial, however, had to build a new system under

extreme pressure to support senior management's efforts

to transform the company.

By the late 1990s, the venerable organization com-

prised a wide range of businesses. The senior manage-

ment team had articulated a business strategy that fo-

cused on high-grovyth opportunities and global expansion.

Through the disposition of specific units, and through

strategic acquisitions to build its asset management and

corporate and institutional services businesses, senior

management effectively transformed Mellon from a tra-

ditional commercial bank to a more focused financial

services institution.

But CEO Marty McCuinn realized that the next gener-

ation of leaders v f̂ould not be able to execute the new

strategy without an enhanced set of competencies and a

broader, more entrepreneurial mind-set, one that could

include bundling products and services, cross

selling to clients, and expanding into

unproven global markets.

To meet this challenge, Mei-

lon's HR department created

an extensive leadership devel- <'

opment program that was

rolled out to the whole com-

pany. Mellon's senior man-

agement team was involved

from the start. McCuinn and

his team met frequently {In

person and via e-mail) and con-

ducted one-on-one discussions

with emerging leaders at the com-

pany. Armed with these data, the execu-

tives helped Mellon's rising stars understand the compe-

tencies they would need and developed plans for them

to acquire those skills.

But McCuinn and Mellon's human resources direc-

tor knew that HR's tools for leadership development

would not gain traction among managers if they were

not owned and implemented by the business units.

Mellon'5 managers had a reputation for being results

driven and focused on achieving day-to-day goals. An HR-

mandated mentoring program or 360-degree feedback

assessment initiative, no matter how shiny and slick,

might seem like a distraction to these people-and would

ultimately be futile.

McCuinn, therefore, instituted a policy that leader-

ship development tools would be created in formal

centers of excellence consisting of three to six resident

experts. The tools would then be offered to the business

units through a specialized distribution network of

human resources business partners (HRBP) - liaisons

between the centers of excellence and the business unit

heads. The HRBPs were charged with under-

"̂ -̂ standing the strategies ofthe business

units and the competencies they

wanted to develop and execute.

The HRBPs would use that in-

formation to determine, in

collaboration with the unit

leaders, which leadership

development tools to use.

Because the units' strate-

gies varied considerably

across Mellon, McCuinn and

HR granted the HRBPs wide

latitude in their decisions about

how, when, and why to use particu-

lar tools.
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oragrande. The company's leadership development pro-
gram reinforces this identity: Its hiring and promotion
processes put equal weight on an employee's functional
capabilities and his or her ability to fit in with the com-
pany's values and beliefs system. And to preserve the com-
pany's culture in this time of rapid growth, Starbucks has
added a component to the program, called Leading from
the Heart, which helps existing managers transmit Star-
bucks's L..stomer-friendly (and brand-centric) ethos to
new hires.

The third question you have to ask is whether your
employees think the company's leadership programs are
legitimate. They will take the program seriously only if
they know these talent management elements will af-
fect actual business decisions instead of just padding per-
sonnel folders. They must also believe that those individ-
uals whom the system recruits, selects, and promotes are
truly qualified for their positions and aren't just being re-
warded for their political allegiances.

Companies need to address the issue of authenticity
head-on. Senior executives at Mellon realized that some
people might be skeptical about the company's new tal-
ent development initiatives: Many managers felt they
were too busy dealing with day-to-day operations and cli-
ent relations to take time off to attend the company's
mentoring program. Recognizing this skepticism, HR in-
cluded in the sessions case studies of mentoring relation-
ships and how they helped to improve results on the job.
(The sessions themselves are data driven and led by senior

operating executives.) Specifically, the sessions demon-
strate the positive correlation between the productive re-
lationships a manager can have with his or her team
members and the economic effectiveness of that group or
division. Most executives find it a compelling proposi-
tion that, with help from the mentoring program, they
can actively improve their employees' skills, increase peo-
ple's commitment to work, boost information sharing,
and create better-trained employees who are willing to
accept greater responsibility.

* • •

The companies that shared their stories and knowledge
with us highlighted several critical aspects of leadership
development - in particular, CEOs' awareness and ac-
knowledgment ofthe importance of succession planning;
boards' increased activity in system oversight; managers'
refocused attention on people issues and processes; and
HR's role in facilitating the entire organization's owner-
ship of leadership development. As their experiences
demonstrate, a leadership development program need
not be a ragbag of training programs and benefits. Prop-
erly thought through, it can be a major part of a com-
pany's value proposition-one that competitors can't even
understand, much less copy. ^

Our colleague Gianni Montezemolo passed away just before this articie was
published. We'd like to thank him for his contributions to this research.

Reprint R05010C; HBR OnPoint 1924
To order, see page 159.

"Sure it's expensive for a tow, but I'm the only tow truck in the living room."
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