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Building
Diversity
in the
Lodging
Industry
African-American Hotel Owners
Plan To Add 500 New Hotels by 2010

For the
major hotel brands,
the African-American
marketplace is ripe
for expansion.
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At last summer’s annual summit conference and
trade show of the National Association of Black
Hotel Owners, Operators & Developers, Inc. (NABHOOD), chairman, hotelier and media entrepreneur Michael V. Roberts laid out a bold five-year
initiative: to bring African-American ownership to
500 new hotels in the top 25 metropolitan markets
over the next five years. At next week’s 10th annual NABHOOD summit at the Atlanta Marriott
Century Center (July 19 – 22), the largest AfricanAmerican owned full-service hotel in Georgia, Mr.
Roberts will announce that NABHOOD is well on
its way to fulfilling that pledge after just one year.
Along with the efforts of Mr. Roberts himself, who
now controls six hotels, the plan received a major
boost in February, when Robert L. Johnson,
founder of Black Entertainment Television and

principal owner of the Charlotte Bobcats of the
National Basketball Association, announced a
blockbuster deal for RLJ Development, L.L.C., to
acquire 100 hotels for approximately $1.7 billion.
For the major hotel brands, the AfricanAmerican marketplace is ripe for expansion.
According to Mr. Roberts, the African-American
populace spends more than $42 billion a year in
lodging, hospitality and related services. “I recently attended conferences by InterContinental,
Choice, Marriott and Hilton Hotels Corporation,
and all expressed their firm commitment to
African-American ownership. They recognize that
African-Americans are very loyal consumers. The
big-name hotel brands that can let it be known
that they have a significant degree of diversity in
their ownership — particularly within the AfricanAmerican community — will be rewarded with an
even higher degree of loyalty.”
Beyond building minority ownership, the major
chains are building initiatives to hire AfricanAmerican suppliers and contractors. Last year,
Marriott International, Inc., launched its Diversity
Outreach Initiative, which included a pledge to
spend $1 billion with minority- and women-owned
suppliers over the next five years. Marriott also
pledged to double the number of minority owners
and franchisees over that same period.
“We feel our diversity ownership initiative is one
of the most comprehensive in the hospitality
industry,” said Norman K. Jenkins, Marriott
International’s senior vice president, North
American lodging development. “We have some
significant financial incentives and a very comprehensive education program, which we call an
executive M.B.A. in hotel development. We bring in
potential minority owners and teach them the
nuts and bolts of how to get into the business —
and we follow up by getting them leads about
hotels that are coming onto the market. We are
very proactive about getting hotels into the hands
of the minority community.”

The Search for New Owners
But it is not simply the Bob Johnsons of the world
who are moving into the hotel ownership business.
By waiving application fees and offering a long list of
creative financial incentives such as feasibility study
reimbursements, franchise fee reductions, incentive
payments upon project completion or management
fee contributions, franchisors can offer limited-service hotel properties to new owners for initial out-ofpocket investments of as little as $1 million. That
can bring a new wave of middle-class minority
entrepreneurs into the hotel ownership business.
“We have discovered a new cadre of potential
owners — the fast-food restaurant owner,” said
Andy Ingraham, NABHOOD’s president and chief
executive. “They find that in the hotel business,
you get to own the real estate. With fast food, you
only own the cash flow.”
Paul and Dolly Marshall, who have run five
McDonald’s franchises in Alabama for more than
20 years, decided to expand into the hotel business two years ago. They opened their first Choice
International property, a 72-room Sleep Inn and
Suites, in April. “For me, hotels are more of an
investment for us than our restaurants, which are
more of a hands-on business,” said Mr. Marshall.
“I am in my 60’s, and day-to-day participation is a
big factor in my decision. Choice helps us hire
outside managers to run the hotel for us.”
Choice Hotels International, Inc., which owns
the Sleep Inn brand, enticed the Marshalls with a
five-point minority incentive program that totaled
$155,000 in reduced fees. “We focus on making
the transition easy for new minority owners to
come into our system,” said Brian Parker, vice
president, emerging markets and new business
development for Choice Hotels International. “We
make that transition as seamless as possible by
creating and designing incentives that create
direct value for them. Bottom line — we can say to
a prospective minority buyer: $1 million down is
enough to finance a $5 million midscale, limited-
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service hotel like a Sleep Inn. And that is the segment that we are the leaders in.”
One graduate of Marriott’s recruiting program is
Dr. Ernest L. Murphy, 63, a former university professor and economic consultant. Along with three
partners, Dr. Murphy opened a Marriott
TownePlace Suite outside of Baltimore in 2000 and
opened a second one in 2005. He plans to open
three more Marriott hotels on a nearby 11-acre site
by 2009. Both of his current hotels have achieved a
90 percent occupancy rate — which means healthy
profits for him and his investment partners.
“When I was growing up in Birmingham,
Alabama, the only way for us to get into a hotel
was to work there,” said Dr. Murphy. “Owning a
hotel was a foreign concept. But now, it is possible
— even if you aren’t a tremendously wealthy individual to start out.”
Finding new hotel owners takes patience,
explained Roslyn N. Dickerson, regional senior vice
president of diversity for InterContinental Hotels
Group, whose brands include InterContinental
Hotels and Resorts, Holiday Inn, Crowne Plaza,
Hotel Indigo, Holiday Inn Express, Staybridge
Suites and Candlewood Suites. “We know that
there are many minority candidates out there with
the resources to get into this business,” said Ms.
Dickerson, “and we have a broad portfolio of hotel
brands that are well suited to minority investors,
who can start out small and trade up as they grow.
It is our job to find them first and then educate
them about the tremendous investment opportunities the hotel business can offer. We do that
through large gatherings, like the NABHOOD
conference, but we also do it in small face-to-face
gatherings across the country, where we meet
potential partners and introduce them to our
development team. The market for hotels couldn’t
be hotter right now — and we need to get the word
out to potential minority partners that hotel
ownership is an effective way to combine savvy
business investing in a growth industry with
minority community involvement.”

Positive Role Models
One of the most visible role models of black ownership is R. Donahue Peebles, founder and president of Peebles Atlantic Development Corporation.
Mr. Peebles, an African-American, began his real
estate career in 1979 as a sales agent and real
estate appraiser, and went on to develop more
than 1 million square feet of commercial properties in Washington, D.C. On a trip to Miami, he read
about the Royal Palm hotel, which was being sold
as a concession to end a three-year black tourist
boycott of Miami-Dade County. Mr. Peebles bought
the 417-room beachside property for $84 million.
The Royal Palm is the largest African-American
owned resort in the United States.
After selling an 85 percent stake in the resort for
more than $127 million two years ago, Mr. Peebles
is now expanding to other real estate projects in
California, Las Vegas, Detroit and Baltimore. “The
challenge for African-Americans is not the ability
or the experience,” said Mr. Peebles. “There are
exceptionally qualified African-American real
estate experts who want to get into the hotel
industry — and qualified African-Americans who
have hotel operations experience who want to end
up owning hotels. The challenge is that the financial community does not always present the equal
opportunities in terms of access to capital.”
Expanding access to capital is the mission of
Kenneth H. Fearn, Jr., managing partner of
Integrated Capital, L.L.C., a Los Angeles-based real
estate private equity group with a focus on the hospitality industry. “There are a handful of us out

“There are a handful
of us out there, and we
have a long way to go,
but clearly, we are moving
in the right direction.”

there, and we have a long way to go, but clearly,
we are moving in the right direction,” said Mr.
Fearn. “African-Americans who want to get into
the hotel business generally have to work for a
majority firm, learn the business, and create
credibility based on a track record that shows
that you understand this business. Investors
know that this is a very easy business to fail in —
and that it takes time to learn. But once you have
done that, then the financial community can say,
Yes, these people know what they are doing, and
we will back them and give them a chance to go
compete.”
In addition to financial incentives and increased
access to capital, major hotel franchises are
offering prospective African-American and
Hispanic hotel owners management experience
to operate their hotels once they are up and running. As one of the largest hotel chain owners
and operators in North America, Accor North
America, owner of the Motel 6, Red Roof Inn and
Studio 6 brands, began its Ambassador program
four years ago to entice more minority owners,
most of whom have no prior hotel management
experience, into the business.
The Accor Ambassador program provides new
African-American and Hispanic hotel franchisees
with a seasoned Accor manager to operate the
property for anywhere from two to five years.
Franchisees in the Ambassador program are free
to take over full on-site management of the property when they feel they have learned the ins and
outs of hotel management.
“Our Ambassador program makes lenders much
more comfortable about loaning to a first-time
franchisee,” said Dean Savas, senior vice president,
franchise, Accor North America. “Without expertise, a bank lender might ask, ‘Since you have never
operated a property, how do we know you will be
able to maintain a standard that the franchisor will
accept?’ The answer is that Accor will bring in an
experienced manager to help manage the property
for the first two to five years. Our goal is to
increase the number of African-American and
Hispanic owners to at least 10 percent of all our
franchises in North America within the next three
years — and to do that, we have to do whatever we
can to help them secure financing, and then be
successful once they do.” I
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