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THE  
MARRIOTT  
MATTER
Maryland and MoCo can compete on 
on incentives, but they keep coming 
up short. So what’s the larger issue?

BY MICHAEL NEIBAUER 
mneibauer@bizjournals.com, @WBJNeibs

F rom Lockheed Martin to Dis-
covery Communications, 
Marriot International to Host 
Hotels, Montgomery Coun-
ty has no lack of Fortune 500 

feathers in its cap.
But retaining those companies, and lur-

ing more, has proven to be a grueling exer-
cise. Montgomery County — all of Mary-
land, really — has a real estate problem, a 
reputation problem and a tax rate prob-
lem. It’s not one thing that leads a com-
pany to go elsewhere, it’s a combination.

And combined, these issues may drive 
one of the Free State’s biggest names 
across the Potomac River.

Marriott CEO Arne Sorenson surprised 
just about everyone this week when he 
kicked off a regional competition for a 
new Marriott headquarters. Its lease on 
its existing 900,000-square-foot cor-
porate headquarters on Fernwood Road 
in Bethesda (owned by a related entity) 
doesn’t expire until 2022. 

Marriott is sensible to think toward the 
future, said Michael Gill, Maryland’s acting 
secretary of the Department of Business 
and Economic Development. If Marriott, 
Gill said, “wants to use this opportunity 
to see what the possibilities are, even if 
that means somewhere other than Moth-
er Maryland, I have no problems at all with 
the Marriott corporation saying to them-
selves, ‘Let’s think about the next 50 years, 
not the next 50 months.’”

land has not been great for business, but 
it hasn’t been aggressively trying to run 
them out.” Leggett recognizes the chal-
lenge as well, which is why he is ponder-
ing an overhaul of the county’s economic 
development structure.

“You walk away with the perception 
Montgomery County is not as business 
friendly as it should be,” Leggett said, 
expounding on the county’s progres-
sive policies and Byzantine regulatory 
schemes. “When the perception continues 
for a period of time, and you constantly 
deal with that, then you have to deal with 
perception as if it is reality. And so that’s 
what we’re trying to do.”

As for the state’s reputation, the Mary-
land Economic Development and Busi-
ness Climate Commission, led by Chair-
man Norman Augustine, last month 
released an interim report that pulls no 
punches. While the potential in Mary-
land is “immense,” the so-called Augus-
tine report concludes, “the challenges are 
also significant, particularly in view of the 
State’s current budgetary environment.”

Maryland enjoys the highest median 
income in the country, the third-high-
est percentage of population holding 
advanced degrees, a high-tech economy 
and a large, generous federal presence. 
But it is weak on marketing and branding 
itself. Its corporate tax rate is the nation’s 
35th highest, and Virginia’s is 16th. Mary-
land’s state sales tax rate, the 27th highest. 
Virginia’s is 15th. Its state and local regula-
tory systems are a struggle to navigate. Its 
employment growth, since the start of the 

recession, has been a meek half percent.  
“Maryland’s primary economic vul-

nerability was characterized by almost 
all of the executives who appeared before 
MEDBCC to be an unfriendly, or at best 
indifferent, business environment,” the 
Augustine report states. “Most often cited 
was a culture among State and local gov-
ernments that might be summarized as, 
‘We are here to assure that you comply 
with the rules,’ rather than ‘We are here 
to help you grow your business and cre-
ate jobs while complying with the rules.’”

“The fact of the matter is,” said Gill, 
“we have to do better on those fronts, and 
many others as well.”

Marriott’s campus, in Bethesda’s Rock 
Spring neighborhood, is a traditional busi-

ness park, lacking not only Metro access, 
but also the amenities that Marriott’s 
employee base demands. The options, in 
Montgomery County, are lacking.

Virginia has Pentagon and Crystal cities, 
not to mention an entire Metro corridor, 
the Silver Line, that has yet to be devel-
oped but is master planned for a slate of 
massive mixed-use, transit-oriented proj-
ects. Montgomery County has downtown 
Bethesda and White Flint.

“We think we can be as competitive as 
any site that’s out there, and I don’t just 
say that loosely,” said Harmar Thompson, 
senior vice president of LCOR, developer 
of the North Bethesda Center at the White 
Flint Metro. “We think Montgomery Coun-
ty will be very competitive.”

Still, Montgomery is no stranger to the 
challenges of meeting a company’s real 
estate demands. In previous competitions, 
for the likes of Northrop Grumman and 
Intelsat, for example, Montgomery lost out 
because “there was a specific set of build-
ing requirements and the county didn’t 
have the right mix of options,” said Susan 
Prince, spokeswoman for the county’s 
Department of Economic Development.

In the case of Northrop, Montgomery 
did not have a turnkey 300,000-square-
foot trophy-class office building available 
at the decision-making moment. Northrop 
ended up buying a 330,000-square-foot 
building near Falls Church as part of its 
headquarters relocation from Los Angeles.

In the case of Intelsat, Carr Properties, 
developer of the 220,000-square-foot 
4500 East West Highway in Bethesda, sim-
ply couldn’t match the deal or the ameni-
ties offered by the Macerich Co., developer 
of the 528,000-square-foot Tysons Tower. 
Intelsat, which had 4500 East West on its 
shortlist, ultimately leased 188,000 square 
feet in Tysons, 37 percent of the building.

Virginia has more real estate options 
and a lower tax rate, a major internation-
al airport soon to be accessible by Metro-
rail, and, generally, a better reputation 
among businesses. That said, there are 
some 36,000 businesses that call Mont-
gomery home, and Leggett is optimistic on 
the future of tourism and hospitality there.

“It’s a strong part of our economy,” he 
said. “The hospitality industry will contin-
ue to grow, I think, based on the assets that 
are already there.”  

MORE ONLINE

WHERE COULD MARRIOTT MEET ITS NEEDS?
About 900,000 square feet, likely near a Metro. That’s a tall order, but there are many 
projects in the pipeline that could fit the bill. Marriott has given plenty of advance 
warning, and some projects not even on the horizon now could likely be started, entitled 
and completed in the seven years until Marriott’s Bethesda lease expires.

It’s not clear what locations will meet the company’s definition of “Metro-accessible 
and more urban,” but these are some possibilities: Burnham Place and Capitol Crossing 
near Union Station; The Yards on the Capitol Riverfront; three major redevelopments in 
Rosslyn, all with significant visibility under the Reagan National flight path; PenPlace in 
Pentagon City; two projects slated near the Springfield Metro; any number of the new 
redevelopments slated for the four Metro stations in Tysons; and countless sites planned 
for the second phase, even closer to Dulles airport.            — Daniel J. Sernovitz
R Check out a full list at washingtonbusinessjournal.com

“I think it’s essential we be accessible to Metro and 
that limits the options. ... That doesn’t necessarily 
mean we will move to downtown Washington, 
but we will move someplace.”
ARNE SORENSON, CEO, Marriott International
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Company Year Description New home Size (SF) Jobs / investment Incentive

Bechtel Corp. 2011 Relocation from 
Frederick, Md., to 
Virginia

One Reston 
Overlook and 
Two Reston 
Overlook

188,000 625 created,  
$18 million

$1.5 million from the Governor’s Opportunity Fund and $5 million from the 
Virginia Economic Development Incentive Grant program. As part of a related 
deal to keep some of its operations and 1,250 jobs in Frederick through 2018, 
Bechtel was also awarded a $9.5 million conditional loan from Maryland’s 
Sunny Day economic development fund but later said it would shift much of 
its remaining Maryland workforce to Reston and agreed to pay that back.

Choice Hotels 
International

2010 Relocation from Silver 
Spring to Rockville

Rockville Metro 
Plaza II

138,000 400 retained 
and commitment 
to open new 
Cambria Suites 
Hotel across 
from its new 
headquarters.

$4.3 million in conditional loans and grants from the state,  
Montgomery County and Rockville

The Corporate  
Executive Board Co.

2014 Relocation from two 
buildings in Rosslyn to a 
new building there

CEB Tower, 1201 
Wilson Blvd.

350,000 800 created, 
$149.7 million

$4.5 million grant from the Governor’s Opportunity Fund; $5 million from 
the Virginia Economic Development Incentive Grant program; and matching 
infrastructure improvements from Arlington County

Hilton Worldwide 2010 Relocation from Beverly 
Hills, Calif., to Fairfax 
County

7930 Jones 
Branch Drive, 
Tysons Corner

About  
110,000

300 created,  
$17 million

$2.5 million from the Virginia Economic Development Incentive Grant 
program; $1 million from the Governor’s Opportunity Fund; and about $1 
million in matching public infrastructure improvements from Fairfax County

Intelsat S.A. 2013 Relocation from the 
District to Fairfax County

Tysons Tower, 
7900 Tysons 
One Place

188,000 432 created,  
$24.8 million

$1.3 million from the Governor’s Opportunity Fund; additional assistance from 
Fairfax County and the Virginia Department of Business Assistance’s Virginia 
Jobs Investment Program

Northrop  
Grumman Corp.

2010 Relocation from Los 
Angeles and Arlington 
to Falls Church

2980 Fairview 
Park Drive

334,000 300 created,  
$24 million

About $3 million from the Governor’s Opportunity Fund; $10 million from the 
Virginia Economic Development Incentive Grant

Sodexo Inc. 2012 Lease renewal in 
Gaithersburg

One 
Washingtonian 
Center, 9801 
Washingtonian 
Blvd.

190,000 50 created over 
three years

$2 million conditional loan from the Maryland Economic Development 
Assistance Fund; $1.5 million from Montgomery County; $500,000 from 
Gaithersburg’s Economic Opportunities Fund

INCENTIVIZING BUSINESS: THE DOLLARS BEHIND THE REAL ESTATE DEALS

“This will not be a test of gamesman-
ship and who’s going to blink first,” Gill 
said of the coming Marriott contest. “The 
likelihood that a final, final, final decision 
will be made on one trigger point is slim 
and none. It’ll be on a whole plethora of 
issues. As it relates to economics, if it did 
come down to one issue, I don’t know how 
much Virginia would be willing to pay to 
buy Marriott, but Maryland will not get 
into a Battle Royale.”

But Gill said “at some point in the future 
when they have decided with some per-
manency, Mother Maryland is where they 
will want to be.”

Marriott last played this game in the 
late 1990s, when it walked away with 
an incentive package from Montgomery 
County and Maryland worth upward of 
$70 million — though roughly half of the 
total went to road improvements that the 

state was going to tackle anyway.
It’s not a question of incentives for 

these relocation bids, county officials and 
private sector executives say. In virtual-
ly every case, Maryland had put togeth-
er a competitive offer to lure or retain its 
largest businesses. Between the state and 
county, there are 27 different tax incen-
tive and financing programs available, 
including the state’s economic develop-
ment opportunity fund (called the Sunny 
Day Fund, similar to the Virginia Gover-
nor’s Opportunity Fund) for extraordinary 
developments.

In 2011, Bechtel Corp. announced it 
would relocate its global operational 
headquarters from Frederick to Reston, 
but maintain a 1,250-employee power 
unit in Maryland in exchange for a $9.5 
million conditional loan from the state. 
Three years later — just this week, in fact 

The lease on Marriott’s 
900,000-square-foot Bethesda 
headquarters, owned by a 
related entity, expires in 2022.  

— Bechtel announced it would relocate 
most of its remaining Maryland workforce 
to Northern Virginia. As for the Maryland 
loan, that will be paid back.  

“When you add up the combined incen-
tives given to any company, and divide it 
by the estimated payroll that they bring to 
the table with 3,000 employees, you might 
get four weeks payroll,” said David Edger-
ley, who headed up Montgomery County’s 
economic development office from 1995-
2006. “Companies don’t make decisions 
for this reason. But it helps.”

Montgomery County fights these bat-
tles occasionally, with mixed results. It 
has successfully held onto its titans, like 
Discovery, Marriott and Sodexo, all of 
which have contemplated exits in the last 
15 years. Healthy grants and tax incentive 
packages, combined with historically low-
er lease rates, tend to do the trick on the 
retention side. 

“I don’t know of any deal where we 
haven’t come to the table in a very, very 
aggressive manner and put very serious 
offers on the table,” Montgomery County 
Executive Ike Leggett said during a recent 
interview.

But when massive corporations such 
as outsiders Northrop Grumman and Hil-
ton and D.C.-based Intelsat weighed their 
respective shortlists of headquarter loca-
tions in Montgomery and Fairfax counties, 
all ended up choosing Virginia.

Rather than incentives, Montgomery is 
challenged by real estate and reputation 
— its own and the state’s. Sorenson said 
as much to The Washington Post: “Mary-

The last time Marriott threatened to take its headquarters and 3,500 employees across 
the Potomac River to Virginia, Maryland and Montgomery County were able to convince it 
to stay by offering about $40 million in grants and tax breaks. In return for the incentives 
package, Marriott promised to expand its corporate headquarters and add an additional 700 
employees.

That was in 1999. The company missed the mark, having added only 117 of its promised 
700 jobs seven years after the deal was reached. The Maryland Department of Business and 

Economic Development and Marriott blamed the shortfall on structural changes at Marriott 
and the Sept. 11 terrorist attacks. Still, Marriott met enough of its pledged requirements, 
including investing $99 million in improvements to its corporate campus, to keep $9 million 
from Maryland’s Sunny Day fund and additional tax credits and infrastructure improvements 
that were part of the deal.

As Marriott again contemplates a move from Bethesda, here is a look back at other 
notable deals, including what was promised by whom. — Daniel J. Sernovitz


