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Introduction

There is increasing pressure on the Commission, including from Member Statesnéap with a
strategic vision for European industry. Regions are key stakeholders in this debate. The Commission's
High Level Industrial Roundtable "Industry 2030", chairedhey CommissiorVicePresidentJyrki
Katainen, will report in summer 2019 with "a bold, d@mterm vision on industrial policy". The CoR
considers it important that this vision include strong territorial and plhased dimensions,

particularly as the repoiris likely toinform the policy agenda for the next European Commission.

Politicalmandate

This report serves to support the ownitiative opinion of the Committee of the Regions Arplace
based approach to EU industrial polittye rapporteur forwhichis Jeannette BaljeuMiember of the
Councilof the Provinceof ZuidHolland.

The opinion aims to make the political case ioww an EU industrial policy strategy candesigned
and implemented using a territorial or pladeased approach, for the role of regional and local
authorities in its implementation and favays thattheir role can be supported by EU initiatives.

The Commission's Communicatioresting in a smartnnovative and sustainable Industry: A renewed

EU Industrial Policy StrateggOM(2017) 479 underlines the importance of a strong and-high

performing industry for the future of Europe's economy and acknowledges that partnership with
Member States, regionsijties and the private sector is essential for strengthening European ingustry

as most tools to stimulate industrial competitiveness are at national, regional or local level.

Description of the workshop

This report is written on the basis of a workskbpt took place o6 March 2019, in which participants
were asked how an EU industrial policy strategy coulddsggned andmplemented using a territorial
or placebased approach, particularly in the context of the p@820 programming periodnd the
Commission's Communication émvesting in a smart, innovative and sustainable Industry: A renewed
EU Industrial Policy Strategy

In particular, participants were askdadow a European industrial strateggould be a driver of
innovation and newbusiness and employment opportunities in a regional and local conidy
discussed the likely framework of a prospective industrial policy strafdgyalsoexamined the main
opportunities and challenges and the implications for business models&uod chains, with special
attention being devoted to specific themesuch asskillsbased education digitalisation and

decarbonisation.



https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1547199822674&uri=CELEX:52017DC0479
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1547199822674&uri=CELEX:52017DC0479

The effects of different policy proposal®re analysed at NUTS 3 level, and participants were asked to
evaluate thequality of the results and discuss the best options.
Short introductory presentations by Pietro Cellottind Alexander Lembck®ovided the context and

key issues for industrial policy strategy and how it concerns regions.

Pietro Celottpresented the min findings ofa CoRcommissioned study covering conceptual issues
related to the placebased approach and the circular economy, key obstacles that confront local and
regional authorities in implementing a plabased approach, the advantages of circifain the
context of Industry 4.0, the interplay between plasased, low carbon and circular approaches and
the associated challenges for regional and local authorities. He underlined the key features of the
placebased approach as highlighted by theeatudies in the report, namely: understanding the place
and the endogenous forces; mobilising the key stakeholders; developing and adopting a quadruple
helix vision and partnership; intexectoral cooperation; experimentation; and combining open
governane with strong leadership. Developing the circular economy can be a sound and innovative
placebased approach to industrial development that also ensures resource efficiency and the

reduction of greenhouse gas emissions.

Alexander Lembcke briefly reviewed some key trends in the industrial economy, current issues and
future challenges from aegionalperspective. He underlined that industrial transitioancernedall
regions. He highlighted the concentmati of hightech manufacturing and knowledgntensive
services in urban areas and the legacy of the financiakanol areacrises, particularlyvith regard to

the negative effects on investment in many regions and lost human capital potastéatesult of high
unemployment. Industrial transition Isading toa continuing decline in manufacturing jobs in most
regions even as output increases. More productive industry is necessary for competitiveness, which
has implications for theustainability of manufacturing jobs in many regions. Digitalisation gaps may
be closing but there are new bottlenecks in the areas of utilisation and skills. Global value chains are
no longer increasing at the fast pace seen since the beginning of titergeand there is now a more
geographical spread of knowledgaensive tasks. An uneven geographywinners' and"losers is
evident: digital jobs ardound in cities and even secondary cities are facing problems. He drew
attention to the fact tha the future of work will see automation continuing to replace tadkading

to a differential effect on jobs that do not require a high level of education. Dual labour markets and
non-standard forms of work will continue to growlhe fourth industrial revolution will be

characterised by the proliferation of programming sk#isda shift towards selling services and data

1 Implementing a territorial or placéased approach to EU industrial policy stratetB8




as the "new gold". The transition towards carboeutral economies will be a critical challenge for
combatting global warming and wasteful production.

As regards the possible policy response, he emphasised the toelereak down silos and engage a
wide range of stakeholders. A botteap approach will be needed: industrial strategy needs to be
placebased and tailored to different contexts and local areas. Centralised solwions will not
work. Establishing camections and networks between places will also be crucial, as will effective

communication, particularly when it comes to measures that may hurt some stakeholders.




Methodology: ESPON Quickheck

The concept of territorial impact assessment (TIA) aordemonstratethe regional differentiation of

the impact of EU policies. The ESPON TI& iBoah interactive web application that can be used to
support policy makers and practitiondrsidentifying, exante,the potential territorial impacts of new

EU legislation policiesand directives (LPDs). TheESPON TIQuick Checkapproach combines a
workshop setting for identifying systemic relations between a policy and its territorial consequences
with a set of indicators describing the sensitivity of European regions.

It helps to steer an expert discussion about the potengatitorial effects of an EU policy proposal by
checking all relevant indicators in a workshop setting. The results of the guided expert discussion are
judgements about the potential territorial impact of an EU policgnsidering different thematic fields
(economy, society, environment, governance) for a range of indicators. These results are fed into the
ESPON TIA Quick Check web tool.

The web tool translates the combination of the expert jeoignts on exposure with the different
sensitivity of regions i@ maps showing the potential territorial impact of EU polit\NUTS3 level.

These maps serve asstarting point forfurther discussion othe variousimpacts of a concrete EU
policy on different regions. Consequently, the experts participating in the workshop provide an
important input for this quick check ahe potential territorial effects of an EU policy proposal.

The workshop on théndustrial policy strategywas held oné March 2019 in Brussels and brought
togethera numberof experts representing different organisations and LRAs.

Two moderators from the (R, provided by ESPON, prepared and guided the worlahdpandled

the ESPON TIA tool.

1.1 Identifying the potential territorial effectsbased oneconomic, social,

environmental and governance aspects defininga conceptual model

The participating experts discussetie potential effects ofthe implementation of a renewed EU
industrial policy strategysing a territorial or placéased approach, particularly in the context of the
post-2020 programming period and the Commission's Communicatioringasting in a smart,

innovative and sustainable Industry

Communication onrivesting in a smart, innovative and sustainable industgyA renewed EU

industrial policy strategy (COM(2017) 479 final)

2 https://www.espon.eu/main/Menu_ToolsandMaps/TIA/
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The renewed EU industrial policy strategy combines both existing and new horizontal andsgesdific
initiatives and sets out measesclustered around seven specific themes:

- adeeper and fairer single market: empowering people and businesses;

- upgrading industry for the digital age;

- building on Europe's leadership in a loarbon and circular economy;

- investing in the industry of theufure;

- supporting industrial innovation on the ground;

- the international dimension; and

- partnership with Member States, regions, cities and the private sector.

This discussion revealed potential territorial impaetsd effects of implementing the renewed
industrial policy strategytaking into accounecononic, socal, environmenéland governanceelated
indicators. The participants identified potential linkages betwdsmnimplementation ofthe strategy
and the effecs on territories including interdependencies and fedxckloops between different

effects (see figure below).

Figurel - Workshop findings: Systemic picture

Source: Territorial impact assessment expert workslBrpsselsé March 2019 OIR
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1.2 Conceptualisinghe potential territorial effects by means ofindicators
In order to assess the potential effecst outin the conceptuamodel, suitable indicators need to be
selected related to the parameters that the experts discussed in the fields of economy, environment,
society and governance. The availability of data for all NUTS 3 regicgscposin limitations tathe
indicators hat can be used. From the available indicatifered bythe ESPON TIA Quick Check web
tool, the experts chose the followirtg describe the identified effects.

Potential territorial impactshased oreconomicindicators

1 Economic performance (GDP/capita)
1 Employment in industry and construction
1 Employment in technology and knowledgeensive sectors

Potential territorial impactsased orsocietalindicators

1 Educational attainment of 384 year olds, tertiary education (levels8%

1 Unemployment rate

Picturing potential territorial impacts consideriegvironmentalrelated indicators

1 Emissions of CO2 per capita (tonnes)

1.3 Judging the intensity of the potentiakffects
The participantdn the workshop were asked to estimate the potential effects deriving fibmm
implementationof the renewed EU industrial policy strategyheyassessedhe potential effect on

territorial welfareusingthe followingscoring system

1 ++ strong advantageous effect on territorial welfare (strong increase)

1 + weak advantageous effect on territorial welfare (increase)

1 0 no effect/unknown effect/effect cannot be specified

1 - weak disadvantageous effect oertitorial welfare (decrease)

1 - strong disadvantageous effect on territorial welfare (strong decrease)

1.4  Calculating the potential'regional impact ¢ combiningexpert judgement
with regional sensitivity
The ESPON TIA Quick Check coml@rpert judgement on the potential effegteriving from the
impact of theimplementation ofa renewed EU industrial policy strate@ggxposurg with indicators
depictingthe sensitivity of regiongesulting in mapshat reveala territorially-differentiated impact.
This approach is based on tkalnerability conceptdeveloped by the Intergovernmental Panel on

Climate Change (IPCC). In this case, the effects deriving from a particulpmpedisure (exposure)

11



are combined with the characteristics of a regiteritorial sensitivity) to produce potential territorial

impacts (cffigure 2.

Figure2 - Exposure X territorial sensitivity = territorial impact

Policies Regions

. . 4

|esodoud Adijod jo
juepuadapul

Exposure Territorial sensitivity

Different for
each policy proposal

Workshop —»  Territorialimpact  |€— Data

Source: @R, 2015.
1 "Territorial Sensitivity describes thédaselinesituation of the region according to its ability to
cope with external effects. It is a characteristic of a region that can be described by different indicators
independently of the topic analysed.
1 "Exposuré describes the intensity of the potentialfett caused by theotentialimpactof the
implementation oflegislationon a specific indicator. Exposure illustrates the expgutigement, i.e.

the main findings of the expert discussion at the TIA workshop.

1.5 Mapping the potential territorial impact
The result of the territorial impact assessment is presented in maps. The maps displayed below show
potential territorial impacts based on a combinationedfpert judgement on the exposummbined
with the territorial sensitivity of a region, described by an indicabNUTS3 level. Whereas expert
judgement is a qualitative judgement (i.strong advantageous effect on territorial welfare/weak
advantageous effect/no effect/weak disadvantageouseetfstrong disadvantageous effect), the

sensitivity is a quantitative indicator.

12



2

Preliminary Discussion

2.1

Initial questions

The moderatorreviewed the strategic challenges for industry and the regimmdthe prospective

industrial modethat EU policy implies. Thesnbraces digital and datdriven technologies as the basis

for competitive advantage; underpins the shift frarlinear to a circular economy aldntributes to

decarbonisation; promotes innovative SMEs, stgss and scale ups ardeir integrationin GVCs;

createsvalue for all European regions asdpports resilient communities and places based on-high

guality jobs; ensures social inclusiveness by providing -¢kiled jobs and lifdong learning

opportunities across the sociapasctrum and territories; and results in industry that is territorially
embedded.

A set of questions was used as a conversasi@nter. This norexhaustive list covers some of the main

issues to be addressed in a Europaéde industrial strategy.

2.2

What dowe mean when we speak about industry in today's economy? The industrial economy
is changing rapidly, particularly with the increase in the knowledge and services content of
industrial offerings and greater integration in Global Value Chains (GVCs).

What are the key political, governance and functional challenges for glased industrial
development? What is the appropriate territorial scale at which a plzased approach can

or should be applied?

How can the Commission's industrial strategy potiogument and its linked actions be the
basis for potential activities by regions and cities and the use of EU funding?

How should the proposed programmes and funding instruments for the next-anittial
programming period, 2022027, be used in order toditer implement a territorial or place
based approach to industrial policy strategy?

How, in the context of an EU industrial policy strategy, can regional and local authorities
contribute to realising the economic and business potential of a-davbonand circular

economy?

Keymessages

More concretely, theapporteurasked participants to reflect on the following key messagaswhich

she elaborated

1 A placebased approach requires tramegional collaboration to ensure a competitive

Eulopean Industry

1 Multi-level collaboration between EU, national, regional and local governments is crucial for

creating impact

13



1 Society is facing complex societal challenges. Regional governments play a crudial role
shapnga missiororiented approachand bringing sectoral policy into practice

1 Regions should take responsibilioyr communicaingto citizens abouthe actions needed for
industrial transition

1 Regions should ensure the availability of skills that are needed to support the transition of
industry;

1 In order to create a sustainable European industggions and clusters shoulghow
leadership

1 Regional governments are cruciar enhaneng the impact from innovation hubs in their

regiors, but alsofor creating trans-regional uptakeof industrial innovation.

2.3 Defining the enabling factors for a Europeandustrial strategy
To further streamline the discussion, experts were asked to reflect on a multitude of factors that can

enable a successful industrial strategybe developed aEuropearevet

a) Education and skillsthe impact that education has on industry and the interaction between
business and companies;

b) Cybersecurity, the need to protect industrial knoskow from competition;

c) Digitalisationg the widespread impact of ICT across the economy and labour market;

d) Research andevelopment and the joint efforts of academia and industry;

e) Clustersc¢ consistingof dynamic geographic concentrations of ininnected firms and
related innovation actors (e.g. research organisations, universities, technology centres,
acceleratorsincubators, investors etc.) in a particular area of related industries;

f) Quality and stability of legal standards, such as competition policy (in the corftgtolual
competition) and state aid legislation;

g) Supportive public policies in the field of economic and interregional cooperation.

Ofthese, the epertsfocusedthe discussiomround threemain areas knowledgeeducation and skills;

clusters/agglomerationandterritorial cooperation Sate aidissues were also discussed

14



Expectedeconomiceffects

3.1 Exchange orcertain key topics

Clusters

Clusters are keglementsfor the implementation of the EW industrial policyas they represent the

geographic concentrations of highly specialised industrial actors and enable their strategic and

structured collaboration. Within the cluster ecosystems, innovation is boosted through the dynamic

collaboration of big firms with SME®chnology centres and universities.

TheEuropean Cluster Observatadmgs identified 3043 strong regional clusters in Europe. About 1000

of thesehave registered an@rovided a profile ofheir cluster organisation on the European Cluster
Collaboration Platformin orderto engage in strategic partnering. These cluster organisations act as

multipliers by reaching out to over 1@DO SMEs, some @O0 large firmsand 11000

universities/research organisations.

Map 1 - Europés regional hotspots of crossectoral, emergingndustryclusters that drive growth

I 20 or more

B 15- 19 sars
10 - 14 stars
5-9stars
0- 4 stars

Regional Hotspots
stars

/ £ dzZadSNR YI G3GSNI 0

1 account for 54 million jobgi.e. 45%

Source: Europeon Cluster Observotory 2016

European Cluster Observatory (2016) Europd
Cluster Panorama

The development of clusters that close loops in the productive cycle is alpasisve. Hyper

specialisation canin the long runhave negative outcomes if there is no proper foresight of the

of traded industries employmen
and 23% of the overall economy);
are represented in all parts of
Europe and have shown resilienc
during economic crises;

nurture growth and jobs e.g. by
providing 3%  higher wage
(compared to all traded industs)
and helping young,fastgrowing
enterprises to employ more staf
(compared to outside clusters).

adaptability of a region and its productive sector to significant market changes. Furthermore, it may

also imply increased economic segation, which may take place at both national and integional

levels.
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Territorial cooperation

The territorial aspect of cooperation was mentioned as an important elemepng taken into account.

Public and private investmenviewedtogether, foster economic activitieshat deliver outcomesn

the overallpublicgood whichwould not be supplied(or would be suppliedunderdifferent conditions

in terms of objectivequality, safety,affordabiity, equaltreatment or universalaccesspy the market
without public intervention. This is especially true for regions that suffer flomer availability of
services of general interest.

Another territorial aspect of cooperatiorelates toa mismatch between political/administrative
boundaries and economic activities. In that sense, regions with common interests must cooperate. The
type of cooperation and its scope will depend on the specific industrial sector. &opéx whereas
agroindustries can have a strong local component, cooperation in the steel sector will be transnational
andon aEuropean scale. Whereas, as mentioned above, closing the loops in a productive cycle should
be as local as possible, in sonases that may imply cooperation among regions of multiple countries.
The factthat cooperation also implies costs, both direct (related to coordination activities) and
indirect, was raised as a significant issue

Crosssectoral cooperation and regional cooperation were pointed out as important elements for

technological development, as they are needed to generate economies of scale.

Smartspecialisation

Smart specialisation asptacebased approaclwasthe object ofspecific focus during the discussion.

It builds on the assets and resources available to regions and on their specifieecsoo@mic
challenges in order to identify unique opportunities for development and growth.

Interregiond cooperation in the context of smadpecialisatiormight not necessarily measimply
focudngon areadn whicha region is already strong. Experts noted that a region wanting to reconvert
part of its economy might try to give opportunities to weak sectors by stimulating cooperation with
regions that are strong ithoseareas. This might apply to sectors of reduceeight in such regions,

but it is especially significant if the reconversion is made towards a contiguous industry.
Fundamentally, smarspecialisatiorshould be seen not as a strategy of excluding some sectors to
focus on others. It is fulamentally a meansf establisling a driver for local and regional economies,

with a leading sector pulling contiguous sectors and together steering the whole economy.

3.2 Economic performance (GDP/capita)

16



The experts agreed thathe renewed EUndustrial policy strategyould have positive effects on
economic performance (GDP/capit&ightexperts judged the effect as strongly positive angudged

it as weakly positiveOneexpertdid not consider this indicator as relevant.

Figure3 - Result of the expert judgement: economic performance (GDP/capita) affected by the renewed EU industrial policy
strategy

Expert votes

Votes
O = N W & 1 OO N 0 O

SourceTerritorial impact assessment expert worksh8pussels, 6 March 2019

This indicator measurdble gross domestic product (GDP) at current market prices (Purchasing Power
Standard per inhabitant). Regions with lower GDP per capita are expected to benefit mora from
renewed EU industrial policy stratedyensitivity is thus inversely proportional tcetkevel of GDP per

capita.

The following map shows the potential territorial impaesulting from the implementation ofa
renewed EU industrial policy strateggsedon economic performance (GDP/capitdf) combines the
expert judgement of atrongly positiveeffect with the given sensitivity of regions. 56% of the regions
would gain a very highly positive impact and 31% a highly positive im8.of the regions are

expected to face a moderately positive impact.

The map shows that an ElWirstrial policy strategyas discussedould result in a kind dfcatching

up effect'. Regions with lower GDP could benefit more than regiwhsse GDP/capitais already
higherdue to the lower marginal benefit for already economically highly performing regions. Thus, the
regions gaining a very high and high positive impact are located irdbtrnpart of Europe éast
Finland, Estonia, Latvia, Lithuania, Polaedst Germany, theeastern part of Slovakia, Hungary,

Bulgaria, Romania) and in teeuth(Greecesouthof Italy, Sardinia, Cyprusouthof Spain, Portugal

17



Furthermore, regions in thevest and north of Britain, he north-eastof Ireland andthe centre of

France could potentially benefit more from an EU industrial policy strategy.

Map 2 - economic performance (GDP/capita) affected by the renewed EU industrial policy st¢agpggrt judgement:
strongly positive effect

Economic performance (GDP/capita)

3

Malta Liechtenstein
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e
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ESPEEN -©ESPON.2018

Set of regions selected: EU 28
Typology: All regions

Spatial Resolution of Data: NUTS3

Source: Eurostat
Normalization method: Z(10-90) CC - UMS RIATE for administrative boundaries
Expert voting: Strong positive effect

Source: Territorial impact assessment expert workshop, Brug$eldarch 2019
3.3 Employment in industry and construcoin
The expertconsideredthat a renewed EU industrial policy strategould havea positive effecbn
employment in industry and constructio®evenexpertsrated the effect stronglypositive and four
sawit as weaklypositive Four experts did noperceivea relevant effect.

Figured - Result of the expert judgement: employment in industry and construction affected by the renewed EU industrial
policy strategy
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SourceTerritorial impactassessment expert workshop, Brussels, 6 March 2019

This indicator depicts the share of employment in industry and construction on total employment.
Regions with a higher share of employment in industry and construction are expected to be influenced
more by changes concemmg this sector Sensitivity is thus directly proportional to the share of
employment in this sector.

The following map shows the potential territorial impactaoenewed EU industrial policy strategy on
employment in industry and catruction. It combines the expert judgement of a strongly positive
effect with the given sensitivitgf regions 39% of the regions couldchievea very highlypositive
impact.44% of the regions woulexperiencea highly positive impact and 17&moderately positive
impact.

Map 3 - employment in industry and construction affected by the renewed EU industrial policy strategpert
judgement: strongly positive effect

19



Employment in industry and construction
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Source: Territorial impact assessment expert workstBypssels, 61arch2019

The indicator assumes theggionswith a high share of employment in the industry sector will be able

to benefitparticularly stronglyfrom the effects ofarenewed EU industrial policy stratedye to their
existing industrial basis. The regions that could gain the highest positive impact are mainly located in
Eastern EuropéEstonia, Latvia, Lithuania, Poland, dasternpart of Slovakia, Hungary, Bulgaria, the
western part of Romaniajas well as in Germany ante north of Italy, the south of Sweden and

Finland, andhorthern Spain

3.4 Employment in technology and knowledgmtensive sectors

It was assumed that renewed EU industrigbolicy strategywould bring a boost in technology and
knowledgeintensive sectors. Therefore, the experts consideiteat there would bea positive effect
on employment in technology and knowledg@ensive sectorsThirteenexperts voted for strogly

positive and three for weakly positive.

20



Figure5 - Result of the expert judgement: employment in technology and knowledgmsive sectors affected by a
renewed EU industrial policy strategy

Expert votes

14 13
13
12
11
10
9
w8
(]
2 7
> 6
5
4 3
3
2
1
0 e
o & & @“6 &
& o @ & &
(4} (2 (s} Q
N N & « )
& 2 & &
& N\ N <°°
) s

SourceTerritorial impactassessment expert workshop, Brussels, 6 March 2019

Theindicator"employment in technology and knowledg&ensive sectors affectédiepicts the share

of employment in technology and knowledg#ensive sectorselative tototal employment Regions

with a greater share of employment in technology and knowleihgensive sectors are considered to

be more sensitive tmmeasuresnfluencing innovation. Sensitivity is therefore directly proportional.

The following map shows the potential territorial imgtafarenewed EU industrial policy strategy on
employment in technology and knowledg@ensive sectors. It combines the expert judgement of a
strongly positive effect with the given sensitivity of regioB3% of the regions are expected to face a
very highly positive impacHalf of the regions (49%) would gain a highly positive impact and 17% only
a moderately positive impact.

Map 4 - employment in technology and knowledg&ensive sectors affected by the renewed EU industrial policy stragegy
expert judgement: strongly positive effect
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Source: Territorial impact assessment expert workshop, Brussklar@ 2019

The indicator alleges that a strong base in technology and knowiedigiesive sectors is required to
absorb positive stimuli in technologhasedsectors Regions that would gain the highest positive
impact with regard toemployment in tehnology and knowledgimtensive sectors are located in
Estonia, thesouth of Sweden and theouth-west of Finland]reland, the north of Italyand south
Germany. Several regions in the environs of capitals wouldeafseriencenighly positive impacts, e.g.

around Prague, Copenhagen, Rome, Sofia, Madrid, London, Warsaw, Ljubljana and Brussels.
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