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THE FROG

Farmer Jones had a long, hard day. All of his days were
long and hard. Although fourth generation to plow, plant and
harvest these fields, he was the first generation to do so solely on
weekends and evenings. Difficult times forced him to take early
shift work at the mill 23 miles away, leaving little time for tilling
the land, milking the cows and making repairs.

He slowly slid the broad barn door closed and walked back
to the house across the freshly cut wheat field by moonlight. Up
the four front porch steps, he sat down to kick off his high-laced
boots caked with manure. The crickets were comforting; the
smells, familiar; the stars, dazzling; and the rocking chair, pure
respite.

Suddenly, he thought, “No time for idle.” So the exhausted
farmer stood back up, swung open the rickety screen door,
passed the kitchen table and headed upstairs to bed. Taking care
not to disturb his wife Annabelle, he quietly pulled the sheet and
thin blanket around him.

In two minutes he would have been snoring non-stop to the
4:30 a.m. alarm if not for what caught his eye out the sash
window. The barn light was on! Now you might have rolled over
in favor of sleep, but wasting electricity was not an option. So,
with remarkable discipline, he peeled back out of bed, donned his



flannel shirt and overalls, darted downstairs, forgot to catch the
flapping door — “Darn,” he thought, “I must fix that latch” —
slipped into his boots, skipped the laces and scurried across to
the barn. Inside, while pulling the frayed string on the dangling
socket, something croaked loudly over by the dairy station. Lo
and behold, a frog was perched atop an island lump of butter
floating in the milk. The weary farmer forgot to cap the last
stainless steel urn.

“Scat,” he ordered the frog, who quickly sprang away in a
splash. Disgusted with himself, farmer Jones dumped the warm
milk into the pig slops, barely noticing two dead frogs in the
dregs. He closed up, headed back to the house and fell fast
asleep.

The end.

Well, almost. Let’s flash back to the barn after farmer Jones
inadvertently departed with the light on.

Goaded by a rare nighttime of light, all the creatures opted
for a hoedown. Music, dancing, partying... it was the best fun
they ever had. Until three frogs accidently hopped into an
uncapped urn of just-pumped milk. Silence seized the barn; the
animals feared for their friends’ lives. Slowly the frogs sank to
the bottom.

The first frog desperately began kicking but to no avail.
“Don’t you know frogs can’t swim in milk?” announced the second
frog.

“Yeah,” the third frog agreed, “We are doomed.” Neither of
the pessimists tried to escape.

“l am sure we can reach the surface,” insisted the web-
footed optimist, “We are famous for our swimmer’s kick.” The






frog frantically paddled and paddled and paddled. Soon he even
realized that the thick, white liquid outmatched his abilities. Alas,
he paddled until he fainted.

But just then, a life raft appeared, churned by his relentless
determination from the same warm, fresh milk that killed his
buddies. The newly made lump of butter supported the frog and
whisked him straight up to fresh air on top, minutes before
farmer Jones re-entered the barn and saved him.

And that is the end!

THE ELEPHANT

That frog story has been inspirational for me since 1 first
heard it as a boy. But today, it’s difficult to be that frog when
there is an elephant in the room. Okay, | said it, “the economy.”
Credit crisis, financial meltdown, market collapse, global
recession, economic turmoil, skids, downdraft, buzz saw,
headwinds, tsunami... every hyperbole has been used.

Best Buy chief executive Brad Anderson spoke for many last
week when he said, “Since mid-September, rapid, seismic
changes in consumer behavior have created the most difficult
climate we have ever seen.” The head of America’s largest
consumer electronics retailer continued, “Best Buy simply cannot
adjust fast enough to maintain our earnings momentum for the
year.”

But adjust we must. It turns out that last year’s Long Tail
conference theme is this year’s silver lining. For example, despite
the International Air Transport Association’s recent warning that
“The deterioration in traffic is alarmingly fast-paced and
widespread,” Delta Airlines is aggressively expanding






international seat capacity. Fresh after completing its US$2.6
billion acquisition of Northwest, the carrier announced last
Wednesday the opening of 15 new international destinations,
mostly cities in Africa and second-tier European markets.

Monday’s Travel Innovation Summit showcased many
potential Long Tail silver linings. Today and tomorrow will reveal
even more.

RESEARCH

Consumer confidence is rattled. With travel often a
discretionary expense, consumers will buy less of it next year.
But just how much less?

To take some of the guesswork out, PhoCusWright fielded
two separate consumer polls last week. Travelers are telling us
they will find a way to travel, but they are going to have to make
trade-offs.

When we asked 500 Frommer’s Web site visitors what
adjustments in travel plans they would make due to the
economy, nearly half said, “Take fewer trips.” A third plan to
travel to destinations closer to home. But only 8% plan to
eliminate travel altogether.

Four out of 10 respondents to a separate TripAdvisor poll of
1500 consumers told us they would spend less on destination
activities, switch dates to off peak times or stay at a more
economical hotel to make their trip happen. Only 28% of
respondents in both polls said they do not intend to change plans.

In speaking with every keynoter, | specifically asked that
they focus on ideas, opinions, insights and strategy rather than
economic anxieties. They unanimously agreed. Here’s some
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THE PERFECT STORM

A phrase popularized by Sebastian Junger in his book of the
same name, a Perfect Storm is formed when several events occur
simultaneously, which, taken individually would be far less
powerful than the result of their combination. Unlike the
meteorological kind, this digital one is strengthened by new
rounds of intense innovation giving rise to a positive, advancing
force that holds great promise for travel, tourism and hospitality.

The three forces at play are:

1) The traveler diaspora,
2) The business model blur, and
3) The disrupted value chain.

Let’s quickly examine each force.

#1 The Traveler Diaspora

Number one: the traveler diaspora. In just over a decade,
online travel has grown to a point where tens of millions of
travelers click hundreds of millions of times on tens of thousands
of sites, 24-7-365, around the world. PhoCusWright reports that
over 50% of all travel in the United States is now seamlessly
booked online with several countries approaching their tipping
points. A diaspora refers to the dispersion of a people outside of
their original homeland who continue to retain a common bond.
We now have a diaspora of travelers scattered around the globe
with a common quest of finding their perfect trip online.

While visiting countless travel sites every day, travelers
create untold customer touch points and obscure the point-of-sale
along the way. The traveler diaspora searches, connects, shops,
shares and memorializes in fantastically unprecedented ways.
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Here is an example of how the travel industry is
iImplementing brand strategies to help the traveler diaspora
understand the difference among an almost infinite number of
travel sites:

1Trip3 Tripbeat Tripovation
BizTrip Tripbuilder Tripplus
ClickTrips TripCart Tripr.TV
Day-tripper TripConnect Trips Unlimited
GreenTrip TripHub Tripsay
InsideTrip Triplt Tripsetter
InsureMyTrip TripKick TripSketch
MakeMyTrip TripJane Tripso

Sun Trips TripleHop TripSubmit
RoundTrip TripLife TripTelevision
Tommy Trips TRIPmMedia Triptis

Tours 'n Trips Tripmela TripUp

Trip Logics Tripology TripWiser
TripAdvisor Triporama Tripwolf
Tripbase Triporati What-a-Trip
What a list!

#2 The Business Model Blur

Number two: the business model blur. The growth of ad
and referral-based revenue is challenging the dominance of
traditional bookings-driven business models for travel industry
intermediaries. Hybrid business models are sprouting
everywhere. PPC and PPA are the new commission and markup.

We hear a lot about Expedia’s plans in this area, most
recently its unconventional move to display Google sponsored
links. Since Dara speaks later today, let’s have him tell that
story. But there is a broader story.



New funding rounds for online advertising networks around
the world have endured despite a consumer slowdown that could
spill over into the Internet ad market. Such networks, which sell
ads that appear on an array of other partner Web publishers and
sometimes their own sites, have gained traction with advertisers
looking to reach groups of consumers beyond the main portal
properties such as Google, Yahoo or MSN. Two notable examples
outside of travel are Glam and Adconion.

MySpace launched MyAds last month, a self-service display
ad service. Using a flash wizard to create their own ads,
advertisers can bypass the business-as-usual sales routine and
run them on a cost-per-click basis at a minimum rate of 25 cents
U.S. per click. Is this a big deal? Yes. Average revenue
immediately surpassed $150,000 per day. Ad arbitragers love it
while, not surprisingly, critics are vocal. MyAds is already a $50
million per year business for a company projected to have $1
billion in revenue in fiscal 2009.

According to the Associated Press last month, "The idea of
paying a single, simple fare to fly on an airline is becoming as
quaint as stewardesses in short skirts.” Why are travel
professionals repeatedly shocked when time-honored things such
as merchant models and unbundled pricing penetrate our
industry? Telephone and cable companies have been using
bundled pricing schemes for years to offer extras like caller ID,
premium channels and pay-per-view events. A la carte pricing
has barely scratched the surface in our industry.

#3) The Disrupted Value Chain

Number three: the disrupted value chain. Travel’s value
chain has customers on one end — leisure, business, meetings,
groups — and suppliers on the other — air, hotel, car, cruise,
activities. In the middle are intermediaries and influencers. It's
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simple: whatever role you think a company plays, double check
your premises.

Airlines launch OTA-like applications. Hoteliers launch social
networks. Bed banks acquire cruise sellers. Consolidators feed
new channels.

Let’s look beyond our sector for more insight on what may
be next. For example, online marketplaces like Zopa and Prosper
directly match individual lenders and borrowers, bypassing banks.
Lenders choose the amount of money and interest rate at which
they're willing to loan. Borrowers come to the site and check
what rates are available. If the rates are to their liking, they can
complete their loan with a click.

GeniusRocket is a new advertising platform, like eBay for the
creative industry. Artists register online so those seeking artists
can find them. Companies post creative projects, state the price
and timeline, and let the work find them. This inventive search
for graphic designers makes talent more readily available,
accessible and affordable. Less spent on creation of ad content
means more room in the budget for promotion. The community
can even vote on user content.

So much pushing of the envelope in sector after sector
strongly suggests that the disruption of the travel industry value
chain has only just begun.

THE PERFECT OPPORTUNITY

This Perfect Storm spawns the Perfect Opportunity, which
leads to you. | define excellent leadership by those who actually
fuel the storm, and in turn their own cause, by aligning their
business with the contributing forces. In this Perfect Storm, a
series of technologies and trends have created unprecedented



opportunities—which often challenge long-held assumptions and
business models.

Companies must do three things to seize the Perfect
Opportunity.

Number one: Exploit fantastic advancements in technology
and momentum.

The marketplace is enormously fragmented because of the
terrestrial nature of travel itself. Companies and infrastructure
are required to be located all over the world, one destination at a
time. However, the travel researching/planning/purchasing
process is wholly digital, which is why travel is an e-commerce
category killer. Technology-based innovation that improves the
customer travel planning experience is a critical catalyst for
growth.

Number two: Avoid skills-focused decision-making and
business model preservation.

And, number three: Rededicate your business to solving big
problems for customers.

Jeff Bezos kills these two birds with one stone:

“Companies get skills-focused, instead of customer needs-
focused. When [companies] think about extending their business
Into some new area, the first question is “Why should we do that
— we don’t have any skills in that area.” That approach puts a
finite lifetime on a company, because the world changes, and
what used to be cutting-edge skills have turned into something
your customers may not need anymore. A much more stable
strategy is to start with, “What do my customers need?’”
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CLOSING

Charles Eames is one of the finest American designers of the
20™ century and is featured at this hotel. His story is depicted on
the mezzanine level walkway toward the grand ballroom; his
famous lounge and ottoman are in the lobby bar. He said, “The
details are not the details. They make the design. They make
the product.” His perspective is inspiring. We are passionate
about creating a unique conference in an industry mired in a "sea
of same.” By producing a conference that is changing
conferences, we are fighting commoditization just like you.

Thank you all very much for coming.

By deciding to attend, you join the savviest group of
executives focused on the strategic center of travel, tourism and
hospitality. Be prepared to make your mark on these
happenings.

On behalf of the entire PhoCusWright team, we cordially
welcome you. Fresh ideas, incredible energy and serious
business prevail. We know why you are here, almost one
thousand of you. Unrivaled insight, healthy debate, critical
corroboration, peer talkback, audience grilling, credible forecasts,
powerful thinking, millions of dollars of deals.

And, how could | forget? The buzz is palpable!
Ladies and Gentlemen, let the show begin!
Thank you.

-end-
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