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THE EFFECT OF TELEVISION STATION OWNERSHIP ON
LOCAL NEWS RATINGS

Allen M. Parkman*

I. Introduction

HIS paper develops and applies a model

which analyzes what kind of television sta-
tions draw the largest audiences for local news
programs. This topic is of interest because the
Federal Communications Commission has taken
an active role in determining the number and
location of stations that a party can own as it has
endeavored to create a diversity of viewpoints
and programming on television. In particular, the
Commission has attempted to restrict the number
of stations owned by groups, local newspapers,
and local radio stations. If these classes of own-
ers produce more popular programming than
other classes of owners, the reduction in popular
programming should be taken into consideration
as a cost of the diversification policy. The focus
of this paper is on local news programming
because it is the major form of programming over
whose content the owners exercise substantial
control.! Also, because of its local production, it
presents an opportunity for testing for local own-
ership effects. This study concludes that group
and local newspaper owned stations, in particu-
lar, generate more popular local news than do
other classes of owners.

The Communications Act of 1934 gives the
F.C.C. the mandate to regulate the electronic
mass media in ‘‘the public convenience, interest,
and necessity.”” The Commission has adopted

Received for publication February 18, 1981. Revision ac-
cepted for publication July 28, 1981.

* University of New Mexico and Council of Economic
Advisers.

This study was supported by funds provided by the Uni-
versity of New Mexico and the Robert O. Anderson Schools
of Management. The data provided by the A. C. Nielsen
Company were invaluable. This paper benefits from the valu-
able comments of Ron Johnson, Sam Peltzman, Peter Greg-
ory, and an anonymous referee, while none of them shares
any blame for any remaining errors. The views expressed in
this article are those of the author and they do not necessarily
represent those of the Council.

! Although owners also control the content of the other
locally produced programs such as public affairs and local
sports, Owen et al. (1974) suggest that the most important
role played by local stations is in the production of local news
due to its popularity and profitability.

various regulations designed to promote media
competition and diversity of programming view-
points. These regulations are generally referred
to as the multiple ownership rules. In 1953, the
Commission adopted the °*7-7-7 rule,”” which
restricts any party to seven AM, seven FM, and
seven TV licenses. Only five of the seven TV
licenses can be VHF. In 1964, the Commission
established its ‘“*duopoly rule,”” which prohibits
the common ownership of stations operating in
the same service where there is overlap of their
signals at certain specified power levels. The
Commission in 1970 created its *‘one-to-a-market
rule,”” which extended the duopoly concept
cross-service as to future combinations. Excep-
tions were allowed, but the primary prohibition
was against AM radio—-VHF television combina-
tions. In its most recent extension of the multiple
ownership rules in 1975, the Commission decided
to prohibit common ownership of broadcast sta-
tions with local daily newspapers. Again, the
prohibition was generally only for future combi-

nations.
The 1975 F.C.C. decision was challenged in

the courts with it being sustained by the U.S.
Supreme Court in F.C.C. v. National Citizens
Committee for Broadcasting, et al., 436 U.S. 755
(1978). To reach the conclusion that colocated
broadcast stations and newspapers were not in
the ‘‘public convenience, interest, and neces-
sity,”” the F.C.C. relied on a large body of social
science research. This research focused on
media ownership and its effect on advertising
rates, sale prices, and the variety of different
types of programs. The studies that were submit-
ted in its hearings on the effect of ownership on
programming investigated the quantities of dif-
ferent types of programs that were produced. A
special emphasis was given to ‘‘socially desir-
able™” programs such as news and public affairs.
These studies did not consider the popularity of
the programs produced by different owners.
The influence of television station ownership
on local news programming has been studied by
economists in terms of the quantity produced
(see, e.g., Students’ (1971), Levin (1971), and
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F.C.C. (1975)), the costs of production (see,
e.g., Levin (1960)), and its effect on local aware-
ness of public issues (see, e.g., American lnsti-
tute (1971)). None of these studies focuses on the
ability of the owners to present programming that
is preferred by the individual viewers. Therefore,
this study focuses on the effects of television
station ownership on the popularity of local news
programs.

The production of news programming involves
an unquantifiable combination of breadth of cov-
erage, depth of coverage, and method of presen-
tation. Some firms will be more successful than
others in producing news programming that has
mass appeal. To determine if certain news
gathering organizations are more successful than
others in attracting viewers, we can look at the
end results that these organizations produce as
judged by the viewers, i.e., the ratings.

Television stations are owned by parties with a
variety of other business interests. The three
classes of owners under investigation here have
been singled out by the F.C.C. for special restric-
tions. However, there are a number of reasons
why these classes of owners might be able to
produce more popular local TV news program-
ming. Local newspapers and radio stations may
possess joint economies in producing local
television news,’> while group owned stations
may possess joint economies in covering national
events that are of local interest. Local newspa-
pers, and sometimes radio stations, can be among
the larger businesses in a community. Since the
F.C.C. favors local ownership of TV stations,
local newspapers and radio stations may have
better managerial skills than the other local own-
ers. Each group may be able to implement at one
station lessons learned at its other stations. Since
this study utilizes dummy variables to determine
the effect of the different classes of owners, the
particular reason for the impact of a given own-
ership variable cannot be identified.

II. The Model

The output produced by television stations is
viewers per minute of commercial time. Pro-
grams are a means to that end. Advertisers de-

* Gromley (1976) found that newspaper owned television
stations are more likely than comparable television stations to
receive newspaper carbons on an exclusive basis, to hire a
reporter or editor who has worked for the newspaper which
owns the television station, and to be located within the same
complex of buildings as the newspaper.
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mand viewers to whom their messages can be
presented. A station’s supply curve for any given
time period is the marginal cost of producing
additional viewers. Although there are increasing
returns to presenting a given body of information
to the public, the marginal costs of attracting
viewers eventually increase as higher priced an-
chor persons, advertising, expensive production
sets, and more information are required to attract
additional viewers. For ease of comparison
across markets, the measure of audience size
used in this study is the percentage of TV
households in a market viewing a given program,
i.e., its rating.?

If all stations operate under similar demand
and supply conditions, they would attract equal
shares of their markets, and our regression equa-
tionforfirmi (i=1,2,...,n)inmarketj(j= 1,
2, ..., k) would be

Rating;; = oy + a; (1/N;) (1)

where N; is the number of commercial and non-
commercial stations in market j and «, is ex-
pected to be positive. However, not all stations
are equal. There are two major sources of differ-
ences among stations based on the competitive
environment of the station and the characteris-
tics of the owners of the station. First, looking at
the environment of a station, network affiliated
stations, especially those in the VHF spectrum
have a competitive advantage.* Therefore, of the
four classes of commercial stations—network
VHF (NV), network UHF (NU), independent
VHF (1V), and independent UHF (/U)—the last
three are handicapped relative to the first.> A
handicap can be viewed as causing these types of
stations to lose some of their potential rating.
Equation (1) would become, for a network
affiliated UHF station, for example,

Rating;; = oy + a; (1/N;)
+ a, (1/N;)(NU;) (2)

3 Since the ratings are a percentage of TV households in a
market, rather than just those households watching television
at a given moment, the sum of the ratings in a market will be
within the range 0-100.

4 Network affiliation can have a major effect on local TV
news ratings for two reasons. First, the local station can use
parts of the national news broadcasts to make its news pro-
grams more attractive to viewers. Second, network affiliation
and its more attractive programming can generate important
audience flows. In addition, VHF channels have more attrac-
tive technical characteristics than UHF.

S The concepts of ‘‘handicap’” and “‘capture’’ are dis-
cussed in Park (1972) and Besen (1976).
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where NU, is a dummy variable equal to 1 if a
station is a network affiliated UHF station, and
zero otherwise, and «, 1s expected to be nega-
tive. Therefore, the ratings of the programs of a
network affiliated UHF station is reduced by
a,(1/N;) relative to a station that does not pos-
sess that handicap.

If some stations are handicapped, then other
stations benefit by being able to capture some of
the viewers who decide not to watch the handi-
capped station. A station captures more of the
diverted audience if it does not possess the same
handicap as the competing station. So the ‘‘cap-
ture’’ variable due to the presence in a market of
a network affiliated UHF station, for example, is

(I/N)(NNU; — NU))
’ (N, = 1)

where NNU; is the number of network affiliated
UHF stations in market j.¢® The total amount to
be captured is a3(1/N;) times the number of hand-
icapped stations in the market. Since a handi-
capped station cannot capture its own handi-
cap, for a handicapped station this amount is
reduced by a,(1/N;), when the dummy variable
NU, is equal to one. The denominator is (N; — 1)
because the handicap is captured by the other
stations in the market. The coefficient, «s, is
expected to be positive. If a market consists of
one network affiliated VHF station and two net-
work affiliated UHF stations, the network VHF
station would capture an increase in ratings equal
to a3[(1/3)(2 = 0)]/(3 — 1) = 1/3 a3, while each of
the network UHF stations would capture
a3[(1/3)2 — 1)]/3 — 1) = 1/6 a3 from each
other. Each of the three handicapped classes of
stations generates two variables in the regression
equations—a ‘‘handicap’’ variable and a ‘‘cap-
ture’’ variable.

In addition to the commercial stations in a
market, the ratings of the commercial stations
are influenced by the number of educational sta-
tions in the market. Since there are very few
local news programs on educational TV, they are
ignored in this study and there is no need for a
“‘handicap’” variable for educational stations.
Educational stations are handicapped as reflected
by their generally lower ratings, so it is appropri-
ate to introduce another ‘‘capture’’ variable into

¢ Similarly, NIV and NIU are the number of IV and IU
stations in the market, respectively.
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our equation to reflect the increase in ratings of
commercial stations due to their competing
against educational stations. This new variable is
ag[ (1/N;)(NE;)]/(N; — 1), where NE; is the num-
ber of educational stations in market j. The
amount captured by the other stations in the
market due to each educational station is
ag(1/N;) and it is captured by the N; — 1 remain-
ing stations. As with the other capture variables,
ag is expected to be positive.

Central to this study is the effect of the charac-
teristics of the owners of a station on the ratings
of the station’s local news programs. The three
characteristics under investigation are ownership
in conjunction with a local daily newspaper, a
local AM radio station, or other television sta-
tions. In contrast to the analysis above, all other
stations are now viewed as handicapped relative
to these types. Local newspaper owned stations,
for example, add two variables to our regression
equation: ag(1/N;)(NEWS;), where NEWS;" is a
dummy variable equal to 1 if station i is under the
same ownership as a local daily newspaper, and
zero otherwise, and a4 is expected to be positive;
and ay[(1/N;)(NNEWS; — NEWS)1/(N; — 1),
where NNEWS; is the number of newspaper
owned stations in market j® and the interpretation
is similar to the capture variables discussed
above, except that «, is expected to be negative.
Ownership with alocal AM radio station (AM) or
group ownership (GROUP)?® each generates two
additional variables.

The regression equation that is estimated in
this study is completed with two more variables.
The age of the station can be important for estab-
lishing viewer habits as well as creating a learn-
ing opportunity for the station’s staff. Therefore,
the variable a5 AGE; is added, where AGE; is the
number of years since stationi commenced oper-
ation and a5 is expected to be positive. The last
variable, a,¢ EP;, reflects the time zone of station
i. EP,is a dummy variable equal to one if station i
is in either the Eastern or Pacific time zones, and
otherwise it is zero. Since late evening news pro-

7 For a station to be viewed as newspaper owned it had to
be owned by a daily newspaper in the dominant city in the
designated market area used by Nielsen for its television
ratings.

8 Similarly, NGROUP and NAM are the number of
GROUP and AM stations in the market, respectively.

9 A station is viewed as group owned if at least 25% of it is
owned by an individual or corporation that owns at least 50%
of some other station.
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grams are presented an hour later in these time
zones, it is expected that «,¢ is negative since
fewer people are awake. It is expected that o
should be zero for early evening reports.

The equation estimated in this study is

Ratingij =

ag + o (1/N;) + ay(1/N)(NU;) + ag
(1/N;)(NIV; — 1V})

THE REVIEW OF ECONOMICS AND STATISTICS

11:30 pm) local television news programs from
the top 100 markets for 1965 and 1975.!! These
years were chosen because the restrictions on
local newspaper and local AM radio station own-
ership of TV stations increased substantially dur-

(1/N,))(NNU; = NU,)
N, - D

+ a(1/N)UV,) + a5

(I/N;)(NIU; — 1U))

N, — 1) + as(1/N;))IU))

+ ag(1/N;)(NE;) + ay(1/N;)(NEWS))

+ ay,;(1/N;)(GROUP;)

+ als(]/Nj)(AMi)

+ oy
(N, - 1)
+ o (/N)INNEWS, — NEWS;)
1 (N, — 1)
+ . _/N)(NGROUP, — GROUP)
(N, = 1)
+oay, (I/N;)(NAM; — AM))
(N;— 1)

One variable that is not included in this equa-
tion is market size. Market size could be impor-
tant if the popularity of television news programs
varied with market size. This would be especially
true if the pattern of ownership also varied with
market size. By including the ownership classes,
but not the market size, the ownership classes
would appear to explain the variability of ratings,
which actually reflected the impact of market
size. To test for this possibility, the model
presented here was estimated with interaction
terms between NEWS, GROUP, and AM and the
number of TV households in each market as well
as the market size separately. For both 1965 and
1975, none of these variables was statistically
significant, so market size is excluded from this
study.

III. The Sample

The model was estimated using data'? from the
early evening (5-7 pm) and late evening (9:30-

' The ratings were provided by the A. C. Nielsen Co.,
while the independent variables were taken from the Broad-
casting Yearbook (1966 and 1976). The Nielsen sample con-
sists of 1,500 housing units selected at random according to
the population density across the United States. In larger
markets the channel selections of sets that are on are col-
lected directly even when no one is watching the set, while in
the smaller markets a diary system is used (Nielsen, 1977).
Both systems are vulnerable to sampling error. In addition,
the number of houses in each sample varies with market size

+ a5 AGE; + a5 EP;.

ing this period. In addition, during this period the
production techniques used in local newscasts
changed appreciably, so we were interested in
determining whether certain types of owners of
stations were able to implement these changes
more effectively than others.

resulting in a variation in the sample errors. These potential
problems appear to be minor, so they are ignored in this
study.

! Since two years are compared in this study, there was
concern that the change in the value of a parameter during the
intervening period might reflect a change in the composition
of the sample rather than a change in the influence of the
variable. For example, the effect of NEWS might be reduced
either because the advantages of local newspaper ownership
were weakened or because the stronger combinations elected
to or were forced to divest, even though the advantages
continued for some of the remaining combinations. To deter-
mine if the composition of the sample had a similar ownership
pattern for both 1965 and 1975, a regression equation was
estimated using a sample that consisted of only the stations
which were under the same ownership for the entire period. If
the results proved to be similar to those of the broader sam-
ple, we could be more confident that changes that occurred in
the ownership variables’ parameters reflect changes in the
influence of the ownership classes rather than a change in the
composition of the sample. This second sample produced
results that were very similar to those of the broader sample
reported here. The only major change was AGE, which was
significant using the broader sample and was not significant
for one time period with the narrower sample. The require-
ment that a station had to be under the same ownership for
the entire period removed all stations that were less than 10
years old from the sample and reduced the explanatory pow-
ers of AGE. The results using this sample would indicate that
the broad sample represents a fairly consistent ownership
pattern for the years chosen.
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IV. The Empirical Results

The regression equation was estimated in the
linear form presented above. The results are
presented in table 1. Estimates are presented for
early evening and late evening local news pro-
grams for 1965 and 1975 for the top 100 markets.
Only five of the parameters had signs that dif-
fered from the a priori predictions.!? The results
confirmed the importance of the environment of
the station as well as its age and time zone on the
ratings of its local TV news programs.'3

12 A visual analysis of the residuals indicated that hetero-
scedasticity was not a problem.

13 Since these variables were included only for control
purposes, their results are not discussed in detail.
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The focus of this study is on the ownership
variables. The results of the estimates of the
coefficients of the ownership characteristic vari-
ables provide valuable insights. The effect of
newspaper ownership was statistically significant
at least at the 0.025 levels for the two time pe-
riods in 1965. Its effect was larger than that of
AM or GROUP, although the difference is not
statistically significant. In 1975, although the ef-
fect of newspaper ownership was still positive, it
was no longer significant. The coefficients were
smaller for both newscasts, although the dif-
ferences were not significant. The reason for the
decline in the impact of local newspaper own-
ership is not clear. It could be due to the fact that

TABLE 1.—REGRESsION RESULTS OF LocaL TV NeEws RATING EQUATIONS

1965 1975
Early Late Early Late
Constant ~2.652 4.528 —1.462 1.260
(/N,) 39.425 12.065 33.812 17.634°
) (8.175) (7.871) (7.551) (6.124)
~30.623 ~16.994° —39.660° ~19.9112
N)NU;
(1/N)(NU:) (8.475) (8.160) (5.476) (4.441)
(1/N)(NNU; — NU,) 43.543 21.934 44.1972 243907
N, -1 (11.598) (11.166) (7.984) (6.475)
—62.289 ~56.231 ~50.214° —36.284°
1/N,) UV,
(1/N)UV) (41.251) (39.715) (10.635) (8.625)
(1/N)(NIV, — IV;) 201.241 81.191 54.659 74.538
N, -1 (122.856) (118.282) (25.576) (20.743)
—53.829° —57.106° ~78.236 —47.86%
1/N)UU,
/NI (12.357) (11.896) (11.679) (9.472)
(1/N;)(NIU, — 1U}) —24.170 ~0.376 ~3.047 35.921
N, -1 (26.649) (25.657) (37.505) (30.417)
(1/N,)(NE)) 58.35(° 17.392 64.3322 28.405°
N - D (13.282) (12.787) (14.684) (11.909)
8.837 11.085 7.023 4.795
1/N,)(NEWS,
(I/N)( ) (4.466) (4.300) (4.672) (3.789)
(1/N,)(NNEWS, — NEWS,) —21.447 —7.287 —11.226 ~0.931
N, -1 (8.779) (8.452) (9.522) (7.722)
4.309 2.569 9.433 7.075°
1/N,)(GROUP,
(1/N;)( i) (3.765) (3.625) (3.474) (2.818)
(1/N;)(NGROUP, — GROUP,) —26.160 —8.194 —12.491¢ ~6.836
N, - D (6.992) (6.731) (6.484) (5.258)
2.370 9.595 1.515 ~0.059
1/N,)(AM,
(1/N;)(AM,) (3.852) (3.709) (3.724) (3.020)
(I/N)(NAM, — AM,) ~7.661 3.252 ~7.866 ~4.019
N, =D (6.913) (6.655) (7.652) (6.206)
AGE. 0.39% 0.4712 0.1992 0.27%
' (0.115) (0.111) (0.074) (0.060)
EP ~0.522 —4.278 ~0.867 —4.413
' (0.846) (0.814) (0.692) (0.561)
N 302 302 355 355
R 34 30 52 51
F 10.9° 8.89 25.44 24.14

Note: The numbers in parentheses are the standard errors.
* Significant at the 0.01 level.

" Significant at the 0.025 level.

© Significant at the 0.05 level.
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local newspaper ownership was no longer an ad-
vantage as the technology of local TV news pro-
duction changed. Another possible influence may
be that the animosity of the F.C.C. as reflected in
the multiple ownership rules caused local
newspaper owned stations to minimize the links
between their newspaper and television opera-
tions.

In 1965, group ownership had a positive effect
on local TV news ratings, but the effect was not
significant. By 1975, the effect of group own-
ership had become significant and larger, al-
though the difference from 1965 was not signifi-
cant. In 1975, the coefficient of the group own-
ership variable was the largest of the ownership
variables under investigation and the only one
statistically significant.'* It was also the only
type of ownership that had not been subjected to
major new restrictions. These results would tend
to support the contention that group owners were
able to adapt to changes in the production tech-
niques of local TV news programming better than
other owners with a resulting higher audience.

The last ownership characteristic that was ana-
lyzed was ownership of a TV station in conjunc-
tion with a local AM radio station. Although AM
was significant at the 0.01 level for one time
period in 1965, by 1975 the results were not sig-
nificant and in one case negative. These results
could be interpreted as confirming that the in-
creased sophistication and technology of local
TV news programming tended to eliminate the

'4 To test for the effect of network ownership of stations,
the GROUP variable was bifurcated into network owned
stations and those that were owned by other groups. Capture
and handicap variables for both new variables were added to
the regression equation in place of the handicap and capture
variables associated with GROUP. Only one of the variables
associated with non-network group owned stations was sig-
nificant in 1965. In 1975, the non-network group owned sta-
tions variables were significant at least at the 0.025 level for
both time periods. Network owned stations were not sig-
nificant for the early news, while they were significant at the
0.01 level for the late news. This unusual result may reflect
the influence of the large markets where the network owned
stations are concentrated. In those markets, the workers have
longer commutes and, therefore, they may not be watching
television at the time of the early news. Also, by 1975 the
larger markets had established longer local TV news pro-
grams that probably diluted the ratings of any given program.
For the late news, the coefficient of the network owned
stations variable was larger and more significant than that of
the non-network owned group stations. These results confirm
that group owners, both network and non-network, possess
advantages in the production of local news.
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limited advantages of AM radio-TV station com-
binations.

In summary, although all three classes of own-
ers may have potential advantages in the produc-
tion of local news, the only type still having a
significant effect in 1975 was the class that had
not been subjected to major new restrictions.

The variables that reflected the effects of the
ownership classes under investigation on other
stations are not reviewed in detail because their
results are generally as predicted and their in-
terpretation adds little to the results reported
above. The ratings of stations tend to be reduced
if they compete against stations owned by a local
newspaper or local AM radio station or against
group owned stations.

The impacts of the three ownership classes are
shown in table 2, which uses the average number
of stations in each market (N/100) and the re-
gression coefficients to calculate average rating
effects. The significance of the underlying
coefficients is indicated as noted. Where the un-
derlying coefficient is not significant, the results
in table 2 must be treated with extreme caution.
However, the coefficients do represent the best
available estimates of the effects of the different
ownership classes. In 1965, local newspaper
ownership increased the ratings of a station by
2.93 and 3.67, respectively, for the two time pe-
riods, when the average ratings were 13.14 and
12.86. The impact of group ownership was 1.43
and 0.85, while the impact of local AM radio
ownership was 0.78 and 3.18. Although the im-
pact of local AM radio ownership was substan-
tially reduced by 1975, the other two types con-
tinued to be fairly important, especially group
ownership with rating increases of 2.65 and 1.99,
when the average ratings were 12.02 and 9.97.

TaBrLe 2.—IMPACT OF OWNERSHIP ON LocAL
TV NEws RATINGS

1965 1975
Early Late Early Late

Ownership

Newspaper 2.93" 3.672 1.98 1.35

Group 1.43 0.85 2.65° 1.992

AM-Radio 0.78 318 0.43 —0.02
N/100 3.02 3.02 3.55 3.55
Average Rating 13.14 12.86 12.02 9.97

“ Significant at the 0.01 level.

" Significant at the 0.025 level.
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V. Conclusion

This study investigates the effects of station
ownership on the ratings of local television news
programs. It focuses on these programs because
they are the major type of programs over whose
content the owners have substantial control. The
advantages that certain types of owners may
possess are hypothesized as increasing the local
news programs’ ratings of their stations. The re-
gression results verify that local newspaper,
group, or local AM radio station ownership of a
television station increases the station’s ratings
for local news programming. The influence of
local newspapers and local AM radio stations
declined during the period under investigation,
while that of groups increased.

These results indicate that the three classes of
owners of television stations which the F.C.C.
has attempted to restrict have tended to produce
very popular local TV news programs. Local
newspaper and group owned stations, in particu-
lar, attract larger audiences than the other types
of owners. Restricting access to ownership of TV
stations by these classes of parties imposes costs
on individual viewers by forcing them to choose
programs considered by them as less desirable.
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