
The Evolution of Hidden
Champions as Niche

Entrepreneurs

Full text available at: http://dx.doi.org/10.1561/0300000108



Other titles in Foundations and Trends® in Entrepreneurship

Entrepreneurship in the Long-Run: Empirical Evidence and Historical
Mechanisms
Michael Fritsch and Michael Wyrwich
ISBN: 978-1-63828-108-5

Minority Entrepreneurship 2.0
Timothy Bates
ISBN: 978-1-63828-048-4

From the Metaphor to the Concept of the Entrepreneurial Journey
in Entrepreneurship Research
Tõnis Mets
ISBN: 978-1-63828-016-3

Student Entrepreneurship: Reflections and Future Avenues for Research
Bart Clarysse, Philippe Mustar and Lisa Dedeyne
ISBN: 978-1-63828-012-5

Lumps, Bumps and Jumps in the Firm Growth Process
Alex Coad
ISBN: 978-1-68083-960-9

Understanding Entrepreneurial Failure: Conceptualizing Failure, Taking
Stock, and Broadening the Scope of Failure Research
Anna Jenkins
ISBN: 978-1-68083-950-0

Full text available at: http://dx.doi.org/10.1561/0300000108



The Evolution of Hidden
Champions as Niche Entrepreneurs

Erik E. Lehmann
University of Augsburg

erik.lehmann@wiwi.uni-augsburg.de

Julian Schenkenhofer
University of Bergamo

julian.schenkenhofer@unibg.it

Boston — Delft

Full text available at: http://dx.doi.org/10.1561/0300000108



Foundations and Trends® in Entrepreneurship

Published, sold and distributed by:
now Publishers Inc.
PO Box 1024
Hanover, MA 02339
United States
Tel. +1-781-985-4510
www.nowpublishers.com
sales@nowpublishers.com

Outside North America:
now Publishers Inc.
PO Box 179
2600 AD Delft
The Netherlands
Tel. +31-6-51115274

The preferred citation for this publication is

E. E. Lehmann and J. Schenkenhofer. The Evolution of Hidden Champions as
Niche Entrepreneurs. Foundations and Trends® in Entrepreneurship, vol. 19, no. 4,
pp. 340–446, 2023.

ISBN: 978-1-63828-259-4
© 2023 E. E. Lehmann and J. Schenkenhofer

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system,
or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise,
without prior written permission of the publishers.

Photocopying. In the USA: This journal is registered at the Copyright Clearance Center, Inc., 222
Rosewood Drive, Danvers, MA 01923. Authorization to photocopy items for internal or personal
use, or the internal or personal use of specific clients, is granted by now Publishers Inc for users
registered with the Copyright Clearance Center (CCC). The ‘services’ for users can be found on
the internet at: www.copyright.com

For those organizations that have been granted a photocopy license, a separate system of payment
has been arranged. Authorization does not extend to other kinds of copying, such as that for
general distribution, for advertising or promotional purposes, for creating new collective works,
or for resale. In the rest of the world: Permission to photocopy must be obtained from the
copyright owner. Please apply to now Publishers Inc., PO Box 1024, Hanover, MA 02339, USA;
Tel. +1 781 871 0245; www.nowpublishers.com; sales@nowpublishers.com

now Publishers Inc. has an exclusive license to publish this material worldwide. Permission
to use this content must be obtained from the copyright license holder. Please apply to now
Publishers, PO Box 179, 2600 AD Delft, The Netherlands, www.nowpublishers.com; e-mail:
sales@nowpublishers.com

Full text available at: http://dx.doi.org/10.1561/0300000108



Foundations and Trends® in Entrepreneurship
Volume 19, Issue 4, 2023

Editorial Board

Editors-in-Chief

Albert N. Link
University of North Carolina at Greensboro
United States
David B. Audretsch
Indiana University
United States

Editors

Howard Aldrich
University of North Carolina

Sharon Alvarez
University of Pittsburgh

Per Davidsson
Queensland University of Technology

Michael Frese
Asian School of Business

William B. Gartner
Babson College

Magnus Henrekson
IFN Stockholm

Michael A. Hitt
Texas A&M University

Joshua Lerner
Harvard University

Jeff McMullen
Indiana University

Maria Minniti
Syracuse University

Simon Parker
University of Western Ontario

Holger Patzelt
TU Munich

Saras Sarasvathy
University of Virginia

Roy Thurik
Erasmus University

Full text available at: http://dx.doi.org/10.1561/0300000108



Editorial Scope
Topics

Foundations and Trends® in Entrepreneurship publishes survey and tutorial
articles in the following topics:

• Nascent and start-up
entrepreneurs

• Opportunity recognition

• New venture creation process

• Business formation

• Firm ownership

• Market value and firm growth

• Franchising

• Managerial characteristics and
behavior of entrepreneurs

• Strategic alliances and
networks

• Government programs and
public policy

• Gender and ethnicity

• New business financing:

– Business angels
– Bank financing, debt, and

trade credit
– Venture capital and

private equity capital
– Public equity and IPOs

• Family-owned firms

• Management structure,
governance and performance

• Corporate entrepreneurship

• High technology:

– Technology-based new
firms

– High-tech clusters

• Small business and economic
growth

Information for Librarians

Foundations and Trends® in Entrepreneurship, 2023, Volume 19, 4
issues. ISSN paper version 1551-3114. ISSN online version 1551-3122.
Also available as a combined paper and online subscription.

Full text available at: http://dx.doi.org/10.1561/0300000108



Contents

1 Introduction 3

2 Defining and Measuring Hidden Champions 7

3 The Concept of Hidden Champions 15
3.1 Key Characteristics of Hidden Champions . . . . . . . . . 15
3.2 Empirical Evidence . . . . . . . . . . . . . . . . . . . . . 35

4 The Evolution of Hidden Champions 43
4.1 The Logic of Hidden Champions: Theoretical Foundations 43
4.2 A Geographical Roadmap . . . . . . . . . . . . . . . . . . 47
4.3 A Historical Roadmap . . . . . . . . . . . . . . . . . . . . 63

5 The Rise of a Research Community 81

6 Contemporary Discussion and Research 85

7 Conclusion 88

References 91

Full text available at: http://dx.doi.org/10.1561/0300000108



The Evolution of Hidden
Champions as Niche Entrepreneurs
Erik E. Lehmann1 and Julian Schenkenhofer2

1Faculty of Business and Economics, University of Augsburg,
Germany; erik.lehmann@wiwi.uni-augsburg.de
2Department of Management, University of Bergamo, Italy;
julian.schenkenhofer@unibg.it

ABSTRACT

Hidden champions are world-market leaders that emulate
a niche strategy. In this research, we illustrate the hidden
champions’ key business strategies and their evolution over
space (geographical distribution) and time (technological
change). While we describe their spatial distribution and
argue how complementary institutional arrangements embed
niche world-market leaders, our historical roadmap sketches
the main milestones of how changes in technology and market
structures came into existence. The emergence of niche
markets is strongly tied to the evolution of technologies
within both supplier and end-user markets. Tracing the
evolution of niche markets, we derive three different eras
of niche markets and exemplary hidden champions of their
time: pre-industrial, industrial, and post-industrial. We rely
on a few hidden champions that we present more in detail
to illustrate their niche market emergence. Moreover, we
investigate inventions and technology revolutions of the
hidden champions’ main industries. Building on Hermann
Simon’s key insights on hidden champions, we analyze how
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the academic discussion unfolded onwards after his first
seminal contributions. We conclude through presenting fields
of future research that will help to further evolve studies on
hidden champions.

Keywords: hidden champions; niche strategy; Mittelstand.
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1
Introduction

Since the 1980s a new type of firm has entered the economic landscape
worldwide, shifting the lenses in academics, business, and politics from
the large corporation towards entrepreneurial firms. Corporate America
has been replaced by the Silicon Valley Model of Entrepreneurship.
This new type of firm has entered the global economy, characterized
by outstanding growth rates immediately after their creation, based
on scalable business models focused on global markets. The Silicon
Valley Model of Entrepreneurship has thus entered the policy agenda
around the globe, either in Western or in Eastern countries (like China).
Economic performance, national competitiveness and social wealth
have been seen as strongly linked and related to this new type of firm.
Countries which are not able to spur new venture creation and establish
and foster global champions like Microsoft, Apple, Amazon, Alphabet
(Google) or Meta (Facebook) in the US or Alibaba, Tencent and others
in China, will undoubtedly lose their competitiveness and will play only
a minor role as a supernumerary in the global economy. Only a few
have critically questioned this opinion.

3
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4 Introduction

Therefore, Silicon Valley’s mass-market technology inventions, im-
mense growth rates and billions of dollar firm valuations have con-
tributed to a one-sidedness of entrepreneurship research (Audretsch,
2021). Welter et al. (2017) attest that research has overemphasized
the Silicon Valley type of entrepreneurship as a standard type. Thus,
they call to embrace diverse entrepreneurship manifestations and point
to the heterogeneity of other entrepreneurial types and their diverse
contexts (Baker and Welter, 2018; Boettke and Coyne, 2009; Herrmann,
2019; Stevenson et al., 2019; Welter and Gartner, 2016; Welter et al.,
2019). Following this call, a stream of research has begun to single out
a number of other manifestations of entrepreneurship. One of them is
niche entrepreneurship, with hidden champions being a prime example
of these (Audretsch et al., 2021). In their analysis on the competitive-
ness and success of the German economy despite the dotcom crisis in
2001/02 and the financial crisis in 2007/08, Audretsch and Lehmann
(2016) highlight that global competitiveness and outstanding economic
success is not necessarily linked exclusively to the emergence of a Silicon
Valley Model of Entrepreneurship.

Contrary to that, many economies are powered by rather small and
medium sizes companies – with Germany only being one example. A
set of these companies have become world-market leaders in highly
specific niche markets, and had been termed hidden champions three
decades ago by the internationally acclaimed consultant and professor
of Marketing, Hermann Simon. He strove to figure out why Germany
has consistently been a world-leader in exports: “I came across these
world-market leaders, mid-sized companies no one knew about. That’s
why I called them ‘hidden champions” (Simon, 1992, p. 115). Hidden
champions are rather small to midsized companies that also often are
technology leaders within their niche market. Yet, they are commonly
not well-known to the public given their specific technology and not
being listed on capital markets. Moreover, the majority of them resides
in rural areas and serves industry-to-industry markets. Thus, they
are often only known by customers and the local community of their
company residence. Although they might only make up a small set of
firms, much less than one percent of all SMEs in Germany, they have
sparked worldwide research, media and policy attention (Audretsch
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et al., 2018, 2021; Benz et al., 2021; Johann et al., 2021; Lehmann
et al., 2019). While interest in hidden champions first arose in Germany,
it increasingly disseminates to other countries as well. In particular,
they play an important role in continental Europe, such as in Greece
(Voudouris et al., 2000), Spain (Muñoz et al., 2017), and Sweden (Din
et al., 2013), among others.

The purpose of this research is to portray hidden champions as an
important vehicle in shaping a country’s technological and economic
competitiveness, and to reveal their key business strategies and inves-
tigate their evolution over space (geographical distribution) and time
(technological change). Finally, we illustrate their subsequent growth in
academic research. The geographical reach of hidden champions was
investigated by Audretsch et al. (2021), who rest their analysis on the
concept of complementarity as proposed by Milgrom and Roberts (1990,
1995) and Roberts (2004). While every firm is surrounded by a complex
and dynamic environment, it needs to adapt to the institutional context
by carefully designing its organization. Roberts (2004) illustrates that
various patterns exist that allow for a fit between certain strategies
(organizational choice) and the surrounding context. Thus, Audretsch
et al. (2021) point to various complementary context-choice fits that
explain the emergence and worldwide distribution of hidden champions.
Their results show that economies differ in how they provide hidden
champions with an institutional environment that complementarily
fits to their individual strategic choices. The second part of this work
analyzes the evolution of hidden champions over time. Niche markets
often emerge through inventions of novel technologies that often are
first pioneered by mass-market corporations (Schot and Geels, 2007),
which later allow for the emergence of niche markets. Hidden champions
thus originate through establishing finer specializations while adapting
to the particular needs of a newly exploited niche.

Despite the increasing popularity of hidden champions in academia,
research interest has just grown in recent years (Schenkenhofer, 2022).
While many publications have contributed to investigate them conceptu-
ally (Audretsch and Lehmann, 2016; De Massis et al., 2018), research so
far mainly has investigated the hidden champions’ innovation strategies
(Rammer and Spielkamp, 2015, 2019; Yoon, 2013), their meaning for
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6 Introduction

rural prosperity (Benz et al., 2021), their financial strategy (Lebedev,
2013), capital market performance (Benz et al., 2020), internationaliza-
tion (Audretsch et al., 2018) human capital strategies (Lehmann et al.,
2019), and their institutional contextualization (Audretsch et al., 2021),
there are many open questions which should be addressed and analyzed.
We add to the research field and shed light on the hidden champions’
key business strategies and how hidden champions have evolved both
over space and time.

The remainder is structured as follows: the first sections introduce
the concept of hidden champions in a fundamental way. First, the con-
cept is defined and distinguished from similar concepts (Section 2) before
the key characteristics of hidden champions are presented (Section 3.1).
Section 3.2 continues to present empirical evidence from research on
hidden champions. From here, Section 4 presents the evolution of
hidden champions, both geographically and historically. Building on
institutional complementarities that explain the emergence of different
entrepreneurship manifestations, it first examines the institutional con-
textual factors that explain the spread of hidden champions (geographi-
cal roadmap). It then continues to display the chronological development
of hidden champions and their industries (historical roadmap), distin-
guishing three historical eras. Section 5 outlines the development of the
hidden champions’ research field in its main milestones. Section 6 then
presents the key contemporary discussions around hidden champions.
Section 7 concludes and provides an outlook into future research.
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