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Examining ‘Building local hotel investor knowledge 
in Africa’ our latest Fellows Broadsheet sees our 
Fellow consider why hotel investor knowledge 
lacks the sophistication needed to become a 
more strategic and competitive contributor to the 
regional African economy. And how it can and is 
starting to be addressed across the region.

Background
Compared with what we observe in the tech sector 
in West Africa, investor knowledge in the hotel sec-
tor is still rudimentary. The hotel sector pre-dates 
the tech sector by decades, yet investor knowl-
edge in the tech sector is nothing short of phe-
nomenal [1]. 

Savvy, enterprising, and innovative thinking have 
shaped the tech start-up landscape on the con-
tinent. Nigeria, South Africa, Kenya, and Egypt 
alone accounted for 87 per cent of tech start-up 
funding in Africa between 2010 and 2020. 

Profiling sectors like oil and gas, financial services, 
and telecommunications confirm that the hotel in-
vestor knowledge lacks the sophistication needed 
to become a more strategic and competitive con-
tributor to the regional economy.
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Investor Knowledge

Having engaged with local hotel investors over 
the last two decades, what stands out is the lack 
of in-depth knowledge about the sector. 

The idea of owning an ‘ego asset’ in this part of 
the world extends beyond owning a Bentley, a 
Benetti yacht, or a Thoroughbred horse. It is not 
uncommon to have an investor in the oil and gas 
industry, for example, aspire to build a ‘five-star’ 
behemoth as a testament to their status. 

Sadly, the idea of hotel investments requires a lot 
more than the apparent prestige that goes into 
owning one. The quality of investor engagement 
ought to be addressed if the hotel sector in West 
Africa is to thrive. 

Addressing the Gaps

After several encounters, the idea to create a plat-
form to engage hotel investors across the conti-
nent began to emerge. One specifically commit-
ted to providing seamless access to global best 
practices contextualised for the African continent. 
We could achieve this by providing investors with 
a platform to engage African hospitality leaders. 

The strategy was clear. If we could get more 
industry leaders engaging with and mentoring 
investors, this would create much-needed input 
for creating a climate for informed and innovative 
investments. 

In March 2022, we launched the LBS Hospitality 
and Tourism Network initiative to make this vision 
a reality. In an inaugural webinar, Mossadeck 
Bally, CEO and Founder of Azalai Hotel Group, 
shared his thoughts and experiences for driving 
hotel investments in West Africa. 

Rationale

Why should anyone be interested in investing in 
the hotel sector in West Africa? 

The sector is a primary foreign exchange earner; 
it creates jobs and employment opportunities. In 
some cases, it contributes to the region’s infra-
structure, e.g., water treatment plants and access 
roads that benefit local communities. 

The main reason for investment should be driven 
not only by monetary benefits but by the impact 
of those investments in the community. 

The Challenges 

Hotel investors are bound to encounter chal-
lenges related to the cost of urban land, lack of 
experienced hotel development teams, market 
expertise to support investment decisions, skilled 
labour, adequate tourism infrastructure, political 
stability to increase investor confidence, and 
access to finance. 

Knowing the Market

The real issue that hotel investors fail to address, 
mainly out of ignorance, is that the return on 
investment (ROI) takes an average of ten years to 
achieve. Achieving the breakeven point will take 
three to four years at the earliest. It is essential to 
understand the demand drivers, know the target 
market, and establish what this market needs or 
wants. 

Therefore, it is best practice to engage a special-
ist team involved from the start of a hotel devel-
opment project, who will provide the much-need-
ed market and financial expertise. 

Source: veganuary.com
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Finding Funding

Funding can be addressed through commercial 
banks apart from private equity firms, though not 
advisable given the 8-year payback window. 

Also, government pension funds and insurance 
funds are an alternative, and these can offer more 
long-term loans. Development Financial Institu-
tions (DFIs) provide a 12-year window, but the 
engagement process requires fulfilling stringent 
conditions. One of which is the due diligence 
report on ESG (Environment and Sustainability). 

It poses specific challenges as there is little room 
for contextualising the playing field that the inves-
tor is operating from, volatile exchange rates, and 
the sheer length of the application process.

Conclusion 

Improving the climate for hotel investments in 
West Africa needs to start with the developing 
potential and existing hotel investors. 

Knowledge gaps exist that significantly impact 
the quality of the decisions that these investors 
make. We can solve these issues from within by 
creating a platform where experts on the con-
tinent engage with and mentor investors. Such 
engagements can only benefit the entire tourism 
ecosystem in West Africa and beyond. 

Perhaps we could and should looking at more 
creative and innovative sector developments in 
the future to help hotel investment thrive.
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