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The economic and strategic appeal of Hidden Champions—small and medium-sized 
firms that achieve global leadership in narrow market niches—remains uncertain in 
the literature. Prior studies on Mittelstand firms emphasize governance stability, 
export orientation, and long-term efficiency, but provide limited evidence on the 
conditions under which these firms outperform larger competitors. Using an 
entrepreneurial finance perspective, this study examines how resource constraints 
and financing frictions shape the growth and performance of highly specialized firms. 
We argue that, despite limited access to traditional growth routes and capital 
markets, Hidden Champions benefit from organizational flexibility and strategic 
collaborations that facilitate resource recombination and access to external 
knowledge. Empirical evidence suggests that these mechanisms allow smaller niche 
leaders to overcome scale disadvantages and achieve superior performance. Our 
findings contribute to entrepreneurial finance by highlighting how specialized firms 
navigate financial constraints and uncertainty through collaborative strategies 
rather than scale expansion. 
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