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Dear Colleagues and Friends,
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The Baltimore CFA Society  
www.baltimorecfasociety.org

Dear Members, Students and Employers,

I am very happy to be able to share another issue of the Baltimore Business Review (BBR) with you this 
year. The BBR is designed to provide a wide variety of research and insights for everyone interested in 



Investment Income— 
The Growing Problem

David Stepherson, CFA
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Hardesty Capital Management, LLC





In the above scenario, not only is income halved but 
“real” rates of return are negative.  In a bond portfolio, 
one basic goal is to have a positive “real” rate of return. 
For the real rate to be positive, a bond’s yield to maturity 
must be greater than the rate of in�ation. This positive 

“real” rate of return maintains the buying power of 
investors’ money. For example, the old expression “a 
million dollars isn’t what is used to be” is the result of 
in�ation. Positive real rates of return avoid this problem. 
The current level of in�ation is in fact lower than the 
yield to maturity on the 10-year Treasury. However, 
the long-run rate of in�ation is higher, at about 3%. 

Keeping up with in�ation becomes nearly impossible 
without considering other options for your money. 

So what should Maryland boomers and others who 
are trying to generate income do with bond and money 
market yields near all-time lows?  Getting a little more 
creative in your investment strategies is the �rst step. 
Although the best option appears to lie in stocks, there 
are other choices worth considering. I would say, if given 
the choice between a 10-year Treasury with a 2.5% 
yield to maturity and an attractively priced stock with 
3% or greater yield, I would take the stock every time.

But it doesn’t have to be a choice between bonds or 
stocks. There are other securities that should be con-•tive in your inve1e other Prefet ld093 -1.on



Another Maryland company that might be a good �t for 
income investors is Corporate Of�ce Properties (OFC). 
Corporate Of�ce Properties is a very well-managed real 
estate investment trust (REIT). REITs use investors’ 
pooled capital to purchase real estate. REITs receive 
special corporate tax treatment by virtue of paying out 
95% of their pro�ts in the form of dividends. Corporate 
Of�ce Properties is attractive because a large percent-
age of its properties are leased by the government or 
companies that service the government. The company 
has consistently grown the dividend over the years and 
currently provides investors with a 4.3% yield.

Diversi�cation within a portfolio is very important 
to mitigating risk. It is not advisable to overload a 
portfolio with too much of one thing. Not only does 
that apply to sectors of the market, like REITs, but it 
also applies to having too many high-yield securities 
in general. There is nothing wrong with purchasing 
some stocks in the portfolio that have slightly lower 
yields but have a good chance of growing that dividend 
signi�cantly. McCormick & Company (MKC) is a great 
example. It has increased its dividend by 68% over the 
last �ve years. Even though the yield on the stock is 
around 2.5%, it makes sense to put some stocks like 
McCormick in your income-oriented portfolio.

These are just a few local companies that offer excellent 
examples of how investors can solve the growing income 
problem. This issue is best approached by purchasing 
individual stocks. It is very dif�cult for mutual funds to 
generate the level of income that can be attained using 
individual stocks. Mutual fund management fees come 
directly out of the income investors are seeking. The 
average equity mutual fund now charges a little over 
1.5%, straining its ability to offer yields above 4%.



What an Emerging Opportunity Means 
 for Maryland Companies

Niall H. O’Malley 
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� s income levels grow emerging market consum-
ers become a more important force in creating 
an opportunity for Maryland based companies. 

To understand the recent changes in the consumer 
market it is helpful to step back and look at the recent 
role of the emerging markets.

Emerging Market Consumers — 
A Growing Force



To offset this societal risk the Chinese government is 
sponsoring healthcare reforms and expanding a meager 
safety net. Another key part of the Chinese govern-
ment’s response to rural poverty is the largest centrally 
planned urbanization in history. China’s central plan 
calls for the urbanization of 300 million more people. 
Over the past ten years almost 50% of China’s GDP 
has come from urban �xed investment as it undertakes 
the most rapid urbanization in history.

Examples of Maryland Companies  
Engaging Emerging Market Consumers
In last year’s publication, I highlighted the less told 
story of companies that are exporting to China. The 
article “How is China’s Growth Creating Opportunities 
in Maryland?” looked at a different set of Maryland 
based companies that were bene�ting from growth in 
China. The examples and commentary in this article 
are still China centric. Historically, Maryland has had 
a strong trading relationship with China. Part of down-
town Baltimore – Canton – was named after its sister 
city (now known as Guangzhou) in the China trade 
that �ourished after the War of 1812 with the help of 
Baltimore Clippers. The other reason is that China is 
by far the largest emerging market economy. Amongst 
the emerging economies China is the larger than India, 
Brazil and Russia combined. The world’s emerging 
markets account for over half of the world’s GDP growth. 

A Maryland �rm that has created a well received busi-
ness model in the emerging markets is Micros Systems 
(Ticker: MCRS). The Columbia based company earns 
slightly more than half of its revenues internationally and 
the emerging markets are key elements of the company’s 
development plan. Micros Systems offers point of sale 
terminals along with restaurant and hotel management 
systems. The terminals capture information that can be 
mined to create nameless pro�les of af�uent custom-
ers, which is the specialty of Merkle (private) which is 
also based in Columbia. Merkle has directly expanded 
into China to capitalize on the growing importance of 
emerging market consumers. 

The opportunities in the emerging market have not 
gone unnoticed by Under Armour (Ticker: UA) which 
is laying the groundwork to develop a retail presence in 
China. The retail presence will allow Under Armour to 
sell its name brand athletic apparel to a rising class of 
af�uent urban consumers who crave name brand status 
symbols. As the emerging markets increasingly come 
into their own there is an interest in the world around 
them. Discovery Communications (Ticker: DISCA) 
in Silver Spring seeks to meet that curiosity through a 
wide range of cable offerings that are being increasingly 
distributed and advertised on in emerging markets.

RTKL, a historically Baltimore based architectural �rm 
(private), has received a wide range of emerging market 
commissions. In China RTKL has been recognized as 
one of the leading �rms shaping the architecture behind 
China’s unprecedented urbanization. On the next page 
is a photo of the Shanghai Science and Technology 
Museum which is a widely recognized RTKL com-
mission. Baltimore Aircoil (private) in Jessup plays an 
important role managing the heating and cooling needs 
of buildings across the emerging markets. Baltimore 
Aircoil designs and builds heat exchanges which are the 
large rectangular boxes typically on top of buildings. 

2009 GDP Value in U.S. dollars (billions)

 China  India  Brazil  Russia  Indonesia  Malaysia  U.S.  

 $4,909  $1,296  $1,571  $1,230  $540  $192  $14,256 

Source World Bank

Historically, Maryland 
has had a strong trading 
relationship with China. 
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When it comes to pure enjoyment or terror Premier 
Rides (private) in Baltimore designs and builds roller 
coasters in the emerging markets. The photo below is 
of Premier Rides’ Mad Cobra ride in Dalian, China, 
which is a coastal vacation spot. When specialized 
goods need to be shipped to the emerging markets, 
companies and government agencies call on Arnold’s 
Supply (private) in Baltimore to build the customized 
shipping structures.

Finding your way around in the emerging markets can be 
a challenge and a Towson based company UPS Logistics 
Technologies (Parent’s Ticker: UPS) has a solution. UPS 
Logistics Technologies sells logistics planning software 
that optimizes route planning for distribution compa-
nies. A growing challenge for the emerging markets is 
congestion. Whiteford, Taylor and Preston (private) 
is a Baltimore law �rm that has a practice group that 
specializes in protection of intellectual property rights 
and trade related matters in the emerging markets. 
Intellectual property is a core asset for most companies 
and operating in the emerging markets presents new 
challenges.T. Rowe Price under a U.S. equity mandate 
from the National Council for Social Security Fund of 
the People’s Republic of China manages an important 
part of the funds international diversi�cation. As a 
social safety net developed in China and other emerg-
ing markets the need of emerging market consumers to 
create their own safety net through savings is expected 
to diminish and unlock even more consumer spending.

While the growth will not be linear and the global 
recovery is fragile there are powerful rates of change 
occurring in consumer spending as the emerging markets 
mature. There are a wide range of goods and services 
that are being exported to the emerging markets. Con-
sumers in the emerging markets are creating powerful 
opportunities for Maryland �rms and attractive invest-
ment opportunities. It is important to remember that 
the U.S. represents only 5% of the world’s population 
and 25% of the world’s GDP.

References: 
Bloomberg

Direct Interviews

Euromonitor
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Extreme Comparison
Maryland was much less active in the subprime mort-
gage market than other areas of the country. There is 
a clear link between the amount of subprime lending 
and the severity of an area’s housing bubble. It could 
be important to compare Baltimore against places such 
as Las Vegas and Fort Lauderdale. If we �nd changes in 
these locations they might serve as leading indicators for 
the rest of the country. The following graph compares 
these cities with Baltimore. 

When compared to these extreme locations, we �nd a 
mixture of positive and negative news. On the positive 
side it appears that the rate of price de�ation is slowing. In 

Q2 2010, Las Vegas actually reported a slightly increase 
in home prices. On the negative side, the year-to-year 
price changes are still negative and it appears we still 
have some time till prices appreciate. 

Where is the housing market going 
from here?
When will we see a solid rebound in the housing market? 
The answer, for Baltimore, depends on a mix of local 
and macroeconomics conditions which will drive the 
housing market. Stability in home prices depends on 
generating a strong demand for housing while main-
taining a controlled supply of housing available on the 
market. The macroeconomic forces come mostly from 
�nancial markets and government policy. The local-
ized forces are made up from mostly labor market and 
construction market.

�U�Ê ���œ�À�Ì�}�>�}�i�Ê�,�>�Ì�i�Ã�\�Ê���œ�“�i�Ê�“�œ�À�Ì�}�>�}�i�Ê�À�>�Ì�i�Ã�Ê�À�i�“�>�ˆ�˜�Ê�>�Ì�Ê�œ�À�Ê
near historical lows. Freddie Mac reported that for 
the week of October 14th, the average interest rate 
on a 30-year �xed rate mortgage was 4.19% which 

is the lowest level ever reported. These rates de�nitely 
reduce the effective price of housing and thus should 
serve to aid potential homebuyers. 

�U�Ê ���i�`�i�À�>�•�Ê�,�i�Ã�i�À�Û�i�\�Ê�+�Ê
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� n these days of social networking monopolizing our 
daily lives, the media wages a battle royale about the 
bene�ts of and concerns about our new Facebook 

Linked-in lifestyle. Our focus is rather on professional 
networks whose bene�ts cannot be overstated. In a 
classic win-win scenario, corporations and profession-
als alike bene�t from extended networks. Directors 
bene�t from more appointments and well-connected 
corporations can earn up to close to an additional 5% 
in annual stock return compared to less connected �rms.

The Corporation’s Connections
Corporations are in constant need of expert guidance 
and steadfast monitoring. In the current U.S. system, 
corporate board members play this welcome role and 
help with corporate decision making. Board members 
importantly also open up their network of relationships, 



Our goal is now to highlight that Maryland board 
members have also an extensive professional and social 
network in place from which to draw advice, gather infor-
mation and experience best practices. First we explore 
the national reach of this network. Then we showcase 
how we can track the local extent of this network.

The Maryland Corporate Directors  
National 



The Maryland Corporate Directors  
Local Reach
Despite this evidence of vast experience and far-ranging 
in�uence, the major effects of a network are local in 
nature. Indeed, most social and professional connections 
remain local and the power we can harness from such 
interactions are better played at the local level where 



James T. Brady’s Network— 
Muckety Mapper
In very much the same fashion of NNDB, we tracked 
Mr. Brady’s connections at Muckety.com.8 After pruning 
the network for simplicity’s sake and to concentrate 
on the local connections, the Muckety Mapper results 
are showcased below, equivalent to the second step we 
showed for the NNDB Mapper.

Powerful Individuals, Powerful Networks

As we demonstrate above, the members of Maryland 
corporate boards are not only experienced experts but 
also highly in�uential individuals whose reach extends 
well beyond the borders of Maryland. Yet, their local 
in�uence is even stronger as the various mappers high-
light. The bene�ts for the corporations who selected 
these directors are tremendous. Corporations should 
be extremely careful in how they manage their port-
folio of directors and need to take into consideration 
the important dimension of director connectedness in 
their decision process. On September 8, 2010, T. Rowe 
Price announced the election of its newest director: 
Robert F. MacLellan, chairman of Northleaf Capital 
Partners, Canada’s largest independent global private 
equity fund manager and advisor. In addition to his 
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� ust having a website is not enough in today’s web 
saturated culture, because a website is only as good 
as people’s ability to �nd it through search engines. 

A national survey of Internet users found that 87% of 
the Internet activity performed by adults is using search 
engines to �nd information. 1 However, �nding relevant 
information using search engines is not an easy task. 
As of June 2010, there were more than 293 million 
Internet users 2 in the U.S. executing more than 9 trillion 
searches3 of 234 million worldwide websites. 4 Receiving 
thousands of search results may cause “information 
overload” for users. Information overload occurs when 
the amount of available information exceeds a person’s 
ability to process it. Although information overload is 
seen in many areas, the Internet has become a major 
contributor to this phenomenon because of the sheer 
volume of content (see Figure 1).5 6

Rankings Rule!
Research shows that when completing tasks on the 
Internet, users stop searching after 20 to 30 results from 
a search engine, whether or not they have completed 
their search.7 Therefore, if your website is not ranked 
in the top 20 search results, your potential customer 
will not even see your website.

A recent study �nds that Internet users are more ef�-
cient and �nd accurate results within the �rst few listed 
websites provided in a traditional textual search engine 
as compared to a visual search results page.8 Search 
engines such as Google, Bing and Yahoo! use this text-
based format for displaying search results. Other search 
engines such as Grokker provide a visual format of 
search results through a map display, which uses color 
to differentiate between groups and subgroups of results.

If companies want to increase their visibility on the 
web it is critical that their websites are included in the 
�rst search results. Through such efforts a local law 
�rm was able to attain “top-10 Google listings for 
very general searches like ‘Baltimore law �rm’,” notes 
Tim Kassouf, director of marketing at G.1440.9 More 
importantly than just increasing a website’s ranking on 
search results, improving website traf�c from search 
engines may lead to greater sales.

 
Capitalizing on Your Web Presence
Website owners can pay the search engine providers 
for their site to appear in the first group of search 
results. The sponsored search results appear in the 
�rst few positions of the overall results and are based 
on websites which have paid to be identi�ed when 
speci�c key words are searched. The organic search 
results are based on which websites are identi�ed by 
the search engine’s algorithm for the key words used 
in the search. Search engines do not charge to include 
websites in the organic results, however, the websites 
are presented in order from the greatest to least likeli-
hood of the website containing the information that 
the user wants.

A technique known as search engine optimization (SEO) 
involves tuning up a website so that search engines can 
easily match the website’s content to the user’s search 
request, thereby increasing the website’s ranking in the 
organic search results. “Ultimately the goal is to craft 
the site so that users �nd it clear and compelling – and 
search engines will consider [the website] an authority 
on the subject,” says Kassouf.9 Rankings may further 
enhance a �rm’s competitive advantage by the residual 
trust that users associate with high rankings. 



Google currently dominates the search engine market 
in the U.S. (See Figure 2).3 A recent study �nds that 
users trusted websites ranking higher in Google results 

—even if more credible websites are included in the 
results.10 SEO efforts that focus on Google have col-
lateral effects on other search engines. Chris Mechanic, 
CEO of WebMechanix, notes, “We focus mostly on 
Google, but they seem to have pretty similar ranking 
algorithms, because in almost every case, Yahoo! and 
Bing are also affected.”11

All that Glitters is not Gold
There are established practices for improving website 
visibility to search engines. SEO techniques can be clas-
si�ed into two categories: techniques that search engines 
recommend as good design which is called ‘white hat 
SEO’, and those techniques that search engines do not 
encourage, called ‘black hat SEO’. White hat SEO tech-
niques involve following search engine guidelines and 
ensuring that the content is useful to the user. However, 
black hat SEO techniques may initially increase the 
website’s ranking in the search results, but use of these 
practices may result in web pages being removed from 
the search engine’s database listing. The goal of an 
effective website should be to provide high quality 
content that is visible to customers who are searching 
for products and services that the company can provide.

“Our staff is very savvy with keywords and links,” 
explains Jeff Dudley, director of sales for Inside 
Lacrosse.12 “SEO is not rocket science. There are just 
a hundred little rules that you have to know and it 
t23 -1.aF9 Tc23O1092



Inside Lacrosse
Inside Lacrosse is a source of news articles, game scores, 
current standings, and everything related to lacrosse. 
Created in 1987 and online since 2003, Inside Lacrosse’s 
website complements its monthly print magazine and 
lacrosse events. “The primary way that we promote 
InsideLacrosse.com is through SEO,” notes Dudley. 
Instead of using external SEO services, Inside Lacrosse 
uses analytic tools to track its web traf�c and identify 
which content on its pages is getting the most atten-
tion. “Our [website] traf�c basically doubles every 
year,” states Dudley. 

G.1440
Founded in 1998, G.1440 is an IT consulting and staf�ng 
�rm that provides website design, custom application 
development, and SEO services. Tim Kassouf, direc-
tor of marketing at G.1440, sees the growth in clients 
looking for SEO services, “Larger, tech-savvy companies 
would ask speci�cally for SEO engagements, we’re 
now seeing more and more of the smaller companies 
that come to us for a simple web design engagements 
asking for SEO as a part of their project.”9 When it 



A Portrait of Maryland’s 
Public Companies

David Merkel, CFA
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� n studying where publicly-traded companies are 
located, the unevenness of their distribution is 
striking. Why do �rms choose to headquarter in 

a speci�c place, and not another? Why do industries 
tend to cluster in certain cities, counties, and states? 
Does it happen because of public policy choices, or by 
historical accidents? It turns out that both are involved, 
as in the case of Maryland.

When you think of states whose publicly-traded �nan-



tend to have more public corporations. None of this, 
nevertheless, fully explains why Montgomery County 
has more public companies than the rest of Maryland. 
Before I try to answer that, let me run through some 
more details on the sector mix of the publicly traded 
companies for the major counties.

Montgomery Industry Detail
Montgomery County’s business areas are concentrated 
in these places (percentage of Maryland market capi-
talization): Bethesda (44.3%), Rockville (11.2%), and 
Silver Spring (10.1%). Business is diverse by sector, 
with Financial and Industrial companies leading the 
way. Many of the �nancial companies are real estate 
investment trusts, with the two largest being Host 
Hotels & Resorts, and Federal Realty Investment Trust. 
There is one major industrial company, and given the 
proximity to DC, it is none other than Lockheed Martin, 
the defense giant.

In Consumer Noncyclicals, almost all of the companies 
are in healthcare, with a concentration in biotechnol-
ogy. The three largest companies are Human Genome 
Sciences (Biotech industry), Coventry Health Care 
(HMO industry), and United Therapeutics (Biotech 
industry). There are two major hotels that comprise 
almost the entire Consumer Cyclicals sector: Marriott 
International, and Choice Hotels. Finally, in the Com-
munications sector most of the market capitalization 
comes from Discovery Communications, producer of 
the eponymous Discovery Channel, and other cable 
TV content.

Baltimore City Industry Detail

Asset management contributes most of the public market 
capitalization for companies in Baltimore City, led by 
T. Rowe Price and Legg Mason. T. Rowe Price has 
roughly half of the total public market capitalization 
in Baltimore City. Baltimore City has the only publicly 
traded utility domiciled in Maryland, Constellation 
Energy, the parent company of Baltimore Gas and 
Electric. Finally, the company in the Consumer Cycli-
cals sector is Under Armour, which was started by two 
University of Maryland athletes.

Howard County Industry Detail
 When one talks of publicly traded businesses in 
Howard County, they are largely found in just one 





Most of the �nancial sector after REITs in Maryland 
is asset managers, of which there are two well known 
companies, T. Rowe Price and Legg Mason, which grew 
up on opposite sides of Light Street in Baltimore City. 
Though the growth of T. Rowe Price has been greater, 
both �rms have been well-run, and grown dramatically 
over the past 40 years. Call it a historical accident that 
both �rms grew up in Baltimore.

That summarizes Financials. If I had looked at Baltimore 
15 years ago, for banks I would have listed Mercantile 
Bankshares, First Bank of Maryland, or Provident 
Bank of Maryland. I would have mentioned USF&G 
among insurers. But in an era of increasing �nancial 
concentration, and misregulation that does not penalize 
size, many locations lose their hometown businesses 
to larger companies through mergers and acquisitions. 
Once an industry loses a foothold in an area, the jobs in 
that industry tend to travel to areas that have a greater 
concentration of the industry. Let policymakers take 
note: it is dif�cult to rebuild a base of jobs in a given 
industry as companies leave. Thus, design policy to 
make it attractive for acquirers to move to your state, 
rather than remove businesses from your state.

With Hotels, J. Willard Marriott came to DC in 1927, 
and began what would be a thriving business. Out of 
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Straight From the Source— 
The Small Business Perspective on Baltimore
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� s a professional investor who analyzes public 
companies, it is easy for me to describe the 
business environment in Baltimore in terms 

of its larger companies. As an entrepreneur and small 
business owner, however, I see things from a very dif-
ferent perspective. As such, I thought it would make for 
an interesting exercise to interview other entrepreneurs, 
small business owners, and professionals that work with 
them, to develop a mosaic of the business environment 
in Baltimore from their perspective. 

What follows is a view of business in Baltimore straight 
from the source — straight from the people who work 
with customers and overcome obstacles every day to 
run a business. It represents their views about what 
makes Baltimore a more, and less, attractive place to do 
business, which factors most differentiate the business 
environment in Baltimore, overall grades and assess-
ments of the environment, and views about the future 
of business in Baltimore. Finally, the respondents also 
offer bits of advice to those engaged in, or considering, 
starting up a business of their own.

In short, the size of Baltimore is just about right for 
doing business and it also offers a great lifestyle. The 
metropolitan area is big enough to have several cultural 
institutions, professional sports teams, lots of people, 
resources, and schools. A variety of special events and 
neighborhood festivals are “great for a vibrant, thriving 
population.” At the same time, the city is “not so big 
that there is a lot of congestion or that you can’t be 
involved in the community.”

Many comment on the great lifestyle the Baltimore 
area affords. The ocean and the mountains are both 
very accessible and there are “so many big cities that 
are close — within one to two hours”. One respondent, 
however, is content that there is “a lot of pretty country” 
in the immediate area. Being so attractively situated 
makes Baltimore far easier to attract employees. Special 
note is also made of Harbor East which is described as a 

“bright spot that is changing the complexion of the city.” 

Of course, along with the good, comes the bad and 
there is a consensus about the main problems con-
fronting business in Baltimore. First and foremost is 
crime, which projects a negative image of the city and 
makes it more dif�cult to lure people to the area. High 
taxes are also considered an important mark against 
the business environment with tax rates described as 

“out of control.” 

The poor quality of public schools in the area is widely 
listed as a problem as well. “A very low rate of gradua-
tion does not lend itself to healthy workforce.” The good 
news is that there are plenty of employable people for 
blue collar jobs in the city, but they are not educated or 
trained well enough to grow with organizations. There 
is a real gap between employment needs and skills 
in the city with much of the work force “marginally 
trainable, but not promotable.” The consequence of 
this skills gap is that it perpetuates an underclass which 
is effectively trapped in poverty.

There is a nearly universal opinion that the factor that 
most differentiated the business environment in Balti-
more is its close-knit business and social community. 
For businesspeople, the question, “Where did you go 
to high school?” is virtually meaningless anywhere else, 
but in Baltimore carries great weight for social distinc-
tion. Unfortunately, this social phenomenon is viewed 
as exacerbating the failings of the public schools by 
limiting mobility. The common sentiment is that, “At 
the end of day, Baltimore is a small town.”

The social fabric in Baltimore gets mixed grades for 
its effect on business. On one hand, it can make the 
community insular and very hard to break into. This 
places an even greater premium on differentiating one’s 
services in Baltimore. On the other hand, the business 
and social environment in Baltimore often comes across 
as much more friendly than in other cities. Baltimore 



that is prohibitive for many companies. Interestingly, 
these factors may have had a disproportionately large 
effect on larger businesses as many have left the area. 
As S. G. Brooke Tucker, of Tucker Capital Advisors 
explains, “You can’t start a widget factory here — the 
cost base is too high. If you go to North Carolina, you 
don’t have any issues.”

Relative to other mid-Atlantic metro areas, respon-
dents clearly view Baltimore as the winner. There is a 

“fairly low cost of living relative to other mid-Atlantic 
cities which affects compensation and housing” is one 
comment and another, “everything costs less relative 
to DC or NYC.” Philadelphia is “high wage, highly 
congested, and has a huge union presence. Baltimore 
is a hell of a lot better.” Almost universally, the small 
business owners express an acceptance of living with 
some business negatives in exchange for opportunity 
and lifestyle.

In particular, Baltimore provides a tradeoff that is 
uniquely attractive to small businesses. While it is not 
a New York City, Baltimore does have plenty of people 
without being overcrowded, congested, or unwieldy. In 
addition, the region is relatively wealthy and “people 
buy stuff — the market is responsive to new services.” 





Survive and Thrive Through 
Supply Chain Innovations
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� anufacturing in greater Baltimore area has 
been vulnerable to the dynamics of global 
supply chains: the constant quest for the 

lowest-cost labor and materials, changing customer 
needs, and rising competition from imports. Many 
manufacturers fail partly due to their inability to adapt 
to global supply chains. Over the period from 1998 to 
2008, the number of manufacturing establishments of 
all sizes in greater Baltimore area decreased by 15% 
from 2,178 to 1,846 while manufacturing employment 
dropped by 26% from 90,693 to 66,829 (Figure 1), a 
decline in line with U.S. national trend due to large-
scale outsourcing and offshoring of U.S. manufacturing 
and intense global competition. However, a number of 
manufacturing companies in greater Baltimore area, 
including Black & Decker, McCormick, Under Armour 
and Martek Biosciences, have transformed their busi-
nesses through supply chain innovations and hence 
survived and thrived in turbulent times. 

Supply Chain Innovations
With the development of information technology and 
globalization, the landscape of business competition 
has changed from classic “company vs. company” to 
current “supply chain vs. supply chain.”  By func-
tion, a manufacturing supply chain typically comprises 
procurement, production and distribution; by col -
laboration, supply chain partners include upstream 
suppliers, logistics and financial service providers, 
and downstream distributors and customers. Being 
the best in producing a product can no longer sustain 
a company’s long-term success. Companies need to 
constantly innovate and, ideally, build up a “triple-A 
supply chain”: Agile - quick response to and recovery 
from disruptions; Adaptable - adapting to new political 
and economic environments; Aligned - the interests of 
all supply chain partners are aligned. 

Innovative supply chain management is a mix of cus-
tomer-driven and supplier-driven innovations. On the 
one hand, companies need to respond to continuously 
shifting customer needs by providing the innovative 
products at the right time and at the right location. 
On the other hand, companies can engage their sup-
pliers in the early stage of product development so 
that supplier innovations and knowledge get trans-
ferred and shared. Supply chain innovations require 
the alignment and synergy of people, processes and 
technologies in order to achieve a set of performance 

goals: balanced inventory, greater responsiveness, lean 
manufacturing, reliable supply line, and fast and ef�cient  
distribution channels. 

Black & Decker— 
Customer-Driven Innovation
A global provider of hand tools, power tools and related 
accessories, Black & Decker now becomes part of the 
Stanley Black & Decker after its March 2010 merger 
with Stanley Works. A billion-dollar division remain-
ing headquartered in Towson, MD., hardware and 
home improvement products are sold through major 
retail partners, such as Home Depot and Lowe’s, but 
manufactured in China, resulting in a 12- to 14- week 
lead time from production plant to retail shelf. Demand 
forecasting and shipment history at the store and the 
SKU levels hence become critical for Black & Decker 
to plan productions and logistics. Black & Decker 
implemented industry-leading solutions on demand, ful-
�llment and master planning so that the company could 
view Point-of-Sale data, determine supply chain inven-
tory and play out promotions accordingly. Improved 
demand forecast accuracy resulted in shorter cycle times, 
higher �ll rates and lower inventory costs. In 2006, 
out of 400 companies, Black & Decker received Best 
Practices in International Logistics Award provided by 
The Aberdeen Group for implementing Optiant’s multi-
echelon inventory optimization solutions, which led to 
the immediate results: multi-million dollar reduction 
in �nished goods safety stock inventory, a sustained 
99% customer service level, and better manufactur-
ing schedule attainment in the plants due to increased 
material availability. 

Data source: U.S. Census Bureau, County Business Patterns
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Martek Biosciences — 
Product Innovation
A Columbia-based, NASDAQ-listed company, Martek 
Biosciences Corporation is known as a leading provider 
of Omega-3 fatty acid DHA and Omega-6 fatty acid 
ARA used in Mead Johnson’s Enfamil LIPIL family 
of infant formulas. In May 2006, Martek and Mead 
Johnson entered into a supply agreement that established 
Martek as Mead Johnson’s global sole source supplier of 
DHA and ARA through December 31, 2015. However, 
the amendment also provided graduated price reduc



Towson University Index— 
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The Towson University Index (TUI) was �rst created 

as a way to measure performance of publicly traded 

companies that have a history of hiring Towson 

University students, are thought to be possible 

hirers of Towson students, or have some other 

connection to the University or the state of Mary-

land. The index is comprised of only a sample of 

companies that might �t the description and is not 

meant to be all-encompassing. The original index 

was comprised of 30 Maryland based companies 

and 10 companies based elsewhere. 

This year, the modi�ed list has been expanded to 

55 publicly traded companies with 40 Maryland 

and 15 non-Maryland companies.  To provide a 

good representation of Maryland companies, 73% 

of the index includes a sample of 40 Maryland 

companies with market capitalization ranging from 

$14 million (Universal Security Instruments Inc) 

to $26,770 million (Lockheed Martin Corp). The 

remaining 27% of the index includes a sample of 15 

non-Maryland companies with market capitalization 

ranging from $5,398 million (Kimco Realty Corp) 

to $168,857 million (Proctor and Gamble Co). We 

use a within-sample value-weighted approach to 

create the index; hence the larger the company’s 

market capitalization the greater the company’s 

representation in the within-sample index. 



Figure 1(on the following page) illustrates the 
performance of the Towson University Index relative 
to the S&P 500, a parallel comparison of two value-
weighted indices. The graph tracks and compares 
the total performances of the two indices over a 
3-year period between July 2007 and June 2010. 
For this period, the TUI outperforms the S&P 500 by 
9.29%, comparing to a 14% underperformance illus-
trated in last year’s TUI. The change in performance 
is attributable to changes to a small number of the 
TUI constituents, the expansion of the TUI, as well 
as the change in time period tracked.

In addition, the TUI outperforms the S&P 500 by 
4.39% over the most recent measured twelve months 
although during the toughest quarter of the most 
recent recession, the 4th quarter of 2008, the TUI 
underperformed the S&P 500 by 3.04%.

The sectors with the highest representation in the 
TUI are Financials at 36.75%, Industrials at 25.72%, 
Consumer Discretionary at 15.67%, and Consumer 
Staples at 10.86%. The Consumer Staples sector is 
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Founded in 1866, Towson University is recognized among the nation’s best regional public universities, offer-
ing more than 100 bachelor’s, master’s and doctoral degree programs in the liberal arts, sciences and applied 
professional �elds on its 328-acre campus. Serving more than 21,000 students, Towson University is the 
second largest public university in Maryland. The university provides innovative graduate courses and pro-
grams that respond to speci�c state, regional and national work force demands. As a metropolitan university, 
Towson plays a key role in the educational, economic and cultural life of its surrounding communities, the 
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quality, applied business education with an international perspective that prepares individuals 

for positions of responsibility and leadership in business and society. CBE programs are 

entrepreneurial, innovative and market-driven, and attract top talent from across the country. 

CBE is the largest undergraduate business school in Maryland and is the only institution 

in the University System of Maryland to offer a major in e-Business. For those that want to 

take their education to the next level, Towson University has enriched its graduate education 

opportunities by offering two graduate programs with the University of Baltimore, the UB/

Towson MBA program and the Master’s of Accounting and Business Advisory Services.

Towson University
is the only University System of Maryland institution with AACSB International (the 

Association to Advance Collegiate Schools of Business) accreditation for its business 

administration, e-Business and accounting programs. AACSB is the premier accrediting 

agency for bachelor’s, master’s and doctoral degree programs in business administration and 

accounting and the highest distinction that business schools can receive worldwide.
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