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Abstract: This article studies the integration of Hidden
Champions - little-known highly innovative global market
leaders - in rural regional innovation systems (RIS) in
Germany. These firms are analyzed in relation to their
integration into a RIS framework, which differentiates
two subsystems: knowledge generation and diffusion, and
knowledge application and exploitation. The relevance
of firm-internal and firm-external regional influencing
factors on rural RIS integration is examined. The article
proposes that Hidden Champions are weakly integrated in
RIS due to their international sales focus and high techno-
logical specialization. To test this premise, 57 expert inter-
views with Hidden Champions and regional actors were
conducted. It was found that key influences for RIS inte-
gration of this firm type are ownership structure, firm size,
organizational status, location economies, and urbaniza-
tion economies. Family businesses are on average more
integrated than other firm types, but vary significantly in
their integration.

Keywords: Family-owned firms; Hidden Champions; qual-
itative analysis; regional innovation systems; rural areas

1 Introduction

Globalization and digitalization are frequently contrasted
with the local integration of firms, particularly for innova-
tion processes. These forces enable enterprises to source
knowledge and engage in innovation across greater dis-
tances, ‘replacing spatial proximity with cloud-based con-
nectivity’ (The Atlantic 2021). Simultaneously, research
also emphasizes the importance of localized innovation
systems, whose institutionally-embedded complex inno-

*Korrespondierender Autor: Carsten Rietmann, Institute of
Economic and Cultural Geography, Leibniz University Hannover,
Schneiderberg 50, 30167 Hannover, Germany; E-Mail:
rietmann@wigeo.uni-hannover.de; ORCID ID:
https://orcid.org/0000-0002-9738-6768

vation processes highlight the ongoing importance of the
regional aspect (Gertler et al. 2000).

These phenomena are highly relevant for Hidden
Champions. These little-known small and medium-sized
firms are highly innovative and possess global or conti-
nental market leadership in their product niches (Simon
2018). On the one hand, they are highly relevant for their
home regions through economic effects, such as business
taxes, employment, human capital development, cor-
porate regional engagement, and additional intangible
effects. On the other hand, these firms have disproportion-
ately high export ratios and extensive international sales
networks. In addition, Hidden Champions produce highly
specialized products and hence require very specific fields
of knowledge in their R&D activities (Rammer & Spielkamp
2019). Furthermore, their headquarters are frequently
located outside of industrial agglomerations: in Germany,
two-thirds of Hidden Champions are located in rural areas
(Schenkenhofer 2020). Rural regions and firms located in
this geographical context face special conditions, such as
external resource constraints (Eder & Trippl 2019). These
special conditions manifest themselves in thin RIS and the
absence of clusters (Todtling & Trippl 2005). As a conse-
quence of these aspects, this paper proposes that the inte-
gration of Hidden Champions in rural regional innovation
systems (RIS) can be assumed to be relatively low.

This article examines the integration of Hidden Cham-
pions in rural RIS in Germany and its firm-internal and
firm-external regional influencing factors. Firm-internal
and firm-external characteristics are considered impor-
tant dimensions in economic geography for investigating
RIS integration and the regional embeddedness of firms
(Autio et al. 2014). The provision of additional insight into
both perspectives is a main contribution of this paper to
this debate. Firstly, firm-internal characteristics such as
ownership structure and organizational status are major
determinants of integration in RIS. Two-thirds of these
firms in Germany are family-owned firms (Venohr & Meyer
2007) — a firm type linked to long-term orientation and
distinct forms of spatial familiness (Basco & Suwala 2020).
Family-owned firms in general are crucial for the prosper-
ity and strength of local and regional economies, among
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other factors, due to significant contributions to regional
employment, the tax base, and vocational training (Bau et
al. 2019, Lenz & Gliickler 2021). Nevertheless, RIS integra-
tion of family-owned firms has rarely been examined - in
defiance of the firm type’s capacity to alter regional insti-
tutions (Basco 2015).

Secondly, in terms of firm-external regional charac-
teristics, rural regions are an important spatial category
for Hidden Champions, as stated above. Most research,
however, focuses on innovation in agglomeration areas
(Isaksen & Karlsen 2016), emphasizing the notion of met-
ropolitan innovation systems (Bathelt & Henn 2017). As a
consequence, there is scant research concerning the inte-
gration of firms in rural RIS. Recent contributions have
attempted to close this research gap (Eder 2019; Fritsch &
Wyrwich 2021). In such rare instances, studies are over-
whelmingly concentrated on small-scale entrepreneur-
ship, examining firms catering to local markets (Green-
berg et al. 2018), other niches of entrepreneurship, or local
linkages related to FDI-induced plants of multi-national
enterprises (MNE) (Meyer et al. 2011) — in the latter case
focusing on firm locations solely with production capaci-
ties and no other corporate functions.

As a consequence, the following research question is
posed: What influences the integration of Hidden Cham-
pions in rural regional innovation systems? As indicated
above, the proposition here is that these firms are not
strongly integrated in RIS due to their international sales
focus, specialized technology, and rural location. The
article contributes to the literature on RIS by providing
evidence (a) for a firm type thus far not analyzed in terms
of RIS integration and (b) for a regional type (rural areas)
thus far not strongly associated with highly innovative
firms and under-researched regarding RIS. Moreover, this
paper responds to the call for an increased cross-fertiliza-
tion between economic geography and family business
studies (Basco & Suwala 2020; Basco et al. 2021).

A qualitative research design with semi-structured
expert interviews is employed (Meuser & Nagel 2009). In
total, 57 interviews in four rural German regions with man-
agement representatives of Hidden Champions and other
regional actors were conducted. The study is structured
as follows. Section 2 outlines the current state of research
concerning the RIS integration of Hidden Champions and
family-owned firms and develops the research question.
Section 3 describes the qualitative methodology employed
for this study. Section 4 presents the results in terms of a
framework of RIS integration of Hidden Champions and its
influencing factors. Section 5 concludes with a summary
and discussion.
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2 State of research and theoretical
framework

Multiple streams of literature with relevance for this study
were identified: Integration in RIS, firm-internal and
firm-external regional influences on integration in
RIS, and RIS integration of Hidden Champions. Based
on an overview of these streams, the research question for
this article will be subsequently developed.

Integration in regional innovation systems
(RIS)

The RIS approach is a useful analytical device for consid-
ering the spatial aspects of innovation and for highlight-
ing the importance of local networks (Asheim & Isaksen
1997). In combination with other territorial innovation
models (TIM) such as learning regions or clusters, RIS
have attracted increasing attention and popularity (Mou-
laert & Sekia 2003; Bathelt & Henn 2017). The concept is
based on the understanding of innovation as a systemic
process that thrives on concentrated economic activity
in an area that is spatially confined (Doloreux & Porto
Gomez 2017). In this regard, the underlying reasoning is
that innovative activity of organizations not only depends
on the knowledge embedded in the organization itself, but
additionally on the interaction and knowledge exchange
of various regional organizations and their institutional
environment (Cooke et al. 2004).

Following Autio (1998), a RIS entails two subsys-
tems: knowledge generation and diffusion, and knowl-
edge application and exploitation. While the subsystem
of knowledge generation and diffusion mainly consists of
public organizations (e. g. research institutions, universi-
ties, regional development agencies) and the subsystem of
knowledge application and exploitation of firms (e. g. sup-
pliers, customers, competitors), several overlaps of these
organizational types in both subsystems can be observed
(Cooke 2002). For instance, these overlaps apply to knowl-
edge application and exploitation activities of universities
of applied science. This paper employs a firm-centric per-
spective on RIS, examining the integration of a single firm
at its main location in these RIS subsystems (Kalantaridis
& Bika 2011). It follows a line of research on RIS integra-
tion of specific firms and organizations such as large
local R&D-intensive firms (Agrawal & Cockburn 2003).
While most research on RIS has focused on the ways in
which regions foster favorable conditions for innovation
(Doloreux & Porto Gomez 2017), this firm-centric approach
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is particularly applicable for the research question of this
study. In terms of regional characteristics, research has
mainly focused on agglomeration areas and particularly
on disproportionately successful examples, implying
problematic generalization (Bathelt & Henn 2017). Notable
exceptions are Todtling & Trippl’s (2005) portrayal of thin
rural RIS and Doloreux’ (2003) case study of peripheral
Québec.

Integration in RIS is important for firms due to its rel-
evance for business performance (Davidsson et al. 2006),
regional sales levels (Cooke et al. 2007), international com-
petitiveness and international R&D alliances (Al-Laham
& Souitaris 2008), effective innovation through network
capital (Huggins & Thompson 2015), and its contribution
to regional development (Biircher 2017). RIS integration
further prioritizes linkages with regional contractors and
customers, and eases local accessibility of both tangible
and intangible assets (Bau et al. 2019). In particular, RIS
integration can be particularly beneficial for firms in their
early stages of development (Keeble et al. 1998). A key
rationale for RIS integration is based on the availability,
accessibility, and spillover of localized complex, tacit,
and codified knowledge (Gertler 2003). Here, geograph-
ical, relational, and cognitive proximity are intertwined
and condition each other (Capello 2001). Social capital
and mutual trust has been shown as underlying several
of these rationales and outcomes (Cooke et al. 2005).
However, it needs to be noted that evidence on the rela-
tionship of business and innovation performance and RIS
integration is ambiguous and varies according to sector.
For Swedish machinery producers, for instance, “thereis a
negative correlation between localized technological rela-
tions and firm performance” (Larsson & Malmberg 1999).

Moreover, another branch of the RIS literature has
focused on the interplay of RIS integration and globaliza-
tion for transnational corporations. It uses the notion of
strategic coupling to emphasize the need to complement
intra-regional corporate processes (MacKinnon 2012).
Research on global production networks has highlighted
the globalization of regional development, viewing the
region as porous in terms of trans-regional network con-
nections of economic actors (Coe et al. 2004). These par-
allel global and local linkages (Asheim & Isaksen 2002)
are of specific relevance for regions with thin RIS and
resource constraints, such as rural areas, implying the
need for compensation strategies such as trans-regional
knowledge sourcing (Eder & Trippl 2019; Herb & Neiberger
2021). This interplay could prove to be particularly impor-
tant for Hidden Champions, considering their internation-
alized sales networks and requirements for specialized
knowledge.
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Some of the studies portrayed explicitly focus on inte-
gration in terms of RIS, but occasionally employ related
approaches - predominantly associated with Grano-
vetter’s (1973) understanding of embeddedness or by
attempting to measure the degree of local integration and
embeddedness of firms through firms’ shares of local sales
and sourcing (e. g., Halaszovich & Lundan 2016). The next
section will further outline and describe firm-internal and
firm-external regional influences on firm integration in
RIS.

Firm-internal and firm-external regional
influences on firm integration in RIS

Research has shown that RIS integration of firms is influ-
enced by firm-internal and firm-external dimensions (Kal-
antaridis & Bika 2006). Table 1 provides an overview of
relevant influencing dimensions.

Firm-internally, ownership structure, firm size, organ-
izational status, market position and industry, innovative
capacity and technological focus, and firm leadership/
management characteristics have been shown to be influ-
ential for RIS integration. Regarding ownership structure,
family-owned firms are distinct in their long-term orien-
tation (Lumpkin & Brigham 2011), home-region focus and
regional identity, secrecy and a sense of local steward-
ship (Banalieva & Eddleston 2011), spatial loyalty (Pal-
lares-Barbera et al. 2004), and relevance of non-economic
goals and bounded rationality (Chrisman et al. 2014).
Family-owned firms are more embedded in their home
regions than non-family-owned firms (Bird & Wennberg
2014), which is frequently attributed to increased local
social capital (Arregle et al. 2007). The latter enables fam-
ily-owned firm leadership to utilize localized resources,
contributing to business growth and performance. As a
consequence, localized social capital is understood as a
compensation strategy against resource constraints in
rural areas. However, family-owned firms are particularly
heterogeneous regarding their strategic and innovative
actions due to stronger relevance of managerial agency
(Miller & Le Breton-Miller 2020).

Firm-external regional dimensions are further impor-
tant influencing factors for RIS integration and include
location (or milieu) economies, urbanization economies,
the degree of peripherality of firm location, and technol-
ogy and innovation policy. Regional resource availability
plays a significant role and varies between urban and rural
regions (Eder & Trippl 2019). Here, the extent of RIS inte-
gration can be understood as either an exploitation or a
compensation strategy (Eder & Trippl 2019). Rural areas



4 —— C(Carsten Rietmann: Hidden Champions and their integration in rural regional innovation systems

offer distinct and frequently challenging conditions for
innovation (Virkkala 2007). Scholars have recognized the
specificity of RIS in rural areas (Doloreux 2003; Doloreux
& Dionne 2008; Kalantaridis & Bika 2011; Yin et al. 2019).
The characteristics of rural RIS are related to resource con-
straints, institutionally-thin RIS, limited knowledge exter-
nalities and spillovers, weakly developed or missing clus-
ters, dominance of SMEs, low levels of R&D and product
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innovation, few research institutions and high-profile uni-
versities, low to medium-level qualifications, and a focus
on the extraction of raw materials (T6dtling & Trippl 2005).
In a case study of SMEs in rural Québec, Doloreux (2003)
identifies the availability of skilled labor, trust between
regional actors, and supplier proximity as the most impor-
tant firm-external factors determining RIS integration.

Table 1: Selection of firm-internal and firm-external regional influences on RIS integration

Influencing factors

State of the literature: Implications and mechanisms

Firm-internal characteristics

Ownership structure

RIS integration is influenced by ownership structure, with family businesses being particularly integrated (Bird
& Wennberg 2014; Bal et al. 2019), induced by high regional social capital in comparison with other owner-
ship and leadership types (Arregle et al. 2007)

Firm size

Through abundant internal resources, larger firms have the capacity to act as focal or anchor firms in RIS or are
alternatively able to remain isolated due to self-sufficiency, vertical integration or greater ability to maintain
extra-regional linkages (Christopherson & Clark 2007; Munari et al. 2012)

Organizational status
(e.g. single-location firm,
headquarters, branch,
subsidiary, location of
R&D)

Headquarters location is related to regionally embedded management (Doloreux & Dionne 2008); co-location
of R&D functions increases local RIS integration through linkages to educational and research institutions and
to collaborators (Branstetter 2006); FDI-linked production plants of MNEs/TNCs lack RIS integration due to
reduced necessity for plant-based knowledge generation and diffusion (Meyer et al. 2011)

Market position and
industry

RIS integration differs according to industry and market (Watts et al. 2006); firms catering to local markets are
strongly integrated in RIS due to the regional location of customers, and frequently suppliers and contractors
as well (Greenberg et al. 2018), while manufacturing firms with high export shares are least integrated due to
extra-regional customer bases and specialized supplier requirements (Arndt & Sternberg 2001)

Innovative capacity and
technological focus

High innovative capacity is associated with limited spillovers due to lacking cognitive proximity to regional
knowledge base and the absorptive capacity of RIS actors (Asheim & Coenen 2005, Capello 2014; Reidolf
2016); also shown for FDI in transition economies (Suwala & Micek 2018)

Firm leadership/manage-
ment

Owner-managed firms utilize local social capital more effectively due to overlaps of personal and corporate
social capital (Arregle et al. 2007); personal origin and current residential location of ownership and leader-
ship are additional influencing dimensions for RIS

Firm-external regional characteristics

Location (or milieu)
economies

Geographical proximity to customers, suppliers, contractors, competitors, and R&D collaborators positively
influences RIS integration (Doloreux 2003; Capello 2020)

Urbanization economies

Availability of relevant regional resources for firms, such as a qualified labor force, physical infrastructure,
and research institutions induces and conditions compensation and exploitation strategies for RIS integra-
tion (Doloreux 2003; Eder & Trippl 2019); rural areas offer a specific RIS constitution with organizational and
institutional thinness, hence necessitating extra-regional innovation linkages or internalization of capacities
(Todtling & Trippl 2005; Virkkala 2007)

Degree of peripherality of
firm location

The degree of peripherality of a firm location is linked to the distance to agglomerations and to regional
density and thickness of RIS, with greater peripherality complicating and aggravating knowledge transmission
across distances, regional resource availability, and physical proximity between regional actors (Polése &
Shearmur 2006; Eder 2019)

Technology and innova-
tion policy

Existing structures, processes, and incentives for intra-regional R&D cooperation facilitate and strengthen RIS
integration, particularly in rural areas (Sternberg & Arndt 2001)

Source: Own elaboration.
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While the RIS integration of firm types such as fami-
ly-owned firms (Basco et al. 2021) and multi-national
enterprises (MNE) (Meyer et al. 2011) has been inves-
tigated, there is a void for Hidden Champions, poten-
tially due to the firm characteristic of hiddenness. Most
related research focuses on other firm types requiring
less specialized knowledge and related resources such as
firms with largely local markets (Greenberg et al. 2018).
However, related research on RIS integration of SMEs and
family businesses is relevant, as these firm types have
many overlapping features with Hidden Champions and
hence serve as a basis for approximation with regard to
the research question. Moreover, scholars have analyzed
the impact of family-owned firms in innovative industries
on regional innovation activity (Block & Spiegel 2011).
Here, an assessment of the actual innovation output of
these firms and of their fit with the definition of Hidden
Champions (i.e. status of market leadership, etc.) has
not been conducted before. Substantial research has
investigated the local integration of MNE plants, focus-
ing on foreign direct investment (FDI) in transition and
emerging economies (Meyer et al. 2011, Suwala & Micek
2018).

Additionally, there is scant research on rural RIS in
contrast to the existence of ample studies on agglomer-
ations. Furthermore, the integration of highly innovative
firms in rural RIS has rarely been examined. In particu-
lar, RIS integration of innovative firms that are regionally
dominant has not yet been studied in rural areas, but only
in agglomerations and industrial districts, opening rele-
vant research avenues for dominant firms in regions with
a thin economic base (Munari et al. 2012).

Hidden Champions and integration in RIS

Research on rural RIS integration of Hidden Champions
is rare, while this dimension of the firm-territory nexus
has already been examined for other firm types such as
family-owned firms (Basco & Suwala 2020). The firm type
has been studied widely, particularly in Germany and the
broader German-speaking world (Simon 2018), with addi-
tional case studies for other countries (e.g. Lali¢ (2021)
for several Eastern European and Asian countries and
Voudouris et al. (2000) for Greece). Hidden Champions
are considered the backbone of the German Mittelstand,
which consists of export-oriented SMEs as an essential
element for the competitiveness of the German economy
(Simon 2009; Streeck 2009). As a result, their sustained
corporate success in the digital age is regarded as essen-
tial for the overall economy’s prosperity and especially for
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the structurally weak regions in which they are frequently
located (Wittenstein 2020).

Through deliberate internationalization, Hidden
Champions have a global focus (Simon 2009). On average,
they possess an export share of 64 % (compared to 39 %
for all German firms, Statistisches Landesamt Baden-Wiirt-
temberg 2020) and feature a global network of sales offices
(Rammer & Spielkamp 2015). The corporate network of
these firms hence consists of actors which are by defini-
tion international. Consequently, this paper proposes that
firms of this type are not strongly integrated in rural RIS
due to their international sales focus, high technological
specialization, and rural location. Regarding the latter, the
importance of the firm’s location in determining funda-
mental conditions for corporate success, e. g. through the
regional labor pool, available infrastructure, or regional
policy, has been at the heart of economic geographical
debates. Here, rural regions are an important spatial cate-
gory for Hidden Champions being mostly located outside
of industrial agglomerations. As indicated, the headquar-
ters of two-thirds of them are located in rural areas (Schen-
kenhofer 2020), compared to 39 % of all firms in Germany
(Stiftung Familienunternehmen 2020). These firms have
significant R&D capacity and activity and employ innova-
tion as a long-term business success strategy (Venohr &
Meyer 2007). They are typically mainly active in manufac-
turing sectors and focus their R&D on incremental contin-
uous process improvement (Rammer & Spielkamp 2019).
Hidden Champions further differ in their ownership struc-
tures, with two-thirds being family businesses, frequently
in cross-generational family ownership (Venohr & Meyer
2007; Rammer & Spielkamp 2015).

Addressing the state of the literature and the research
gap outlined above, the following research question is
posed in this paper: What influences the integration of
Hidden Champions in rural regional innovation systems? To
answer this question, a RIS framework of two subsystems
(knowledge generation and diffusion, and knowledge
application and exploitation) is applied to systematically
investigate the influences on the rural RIS integration of
this firm type (Autio 1998; Cooke 2002). The framework
and its dimensions are presented in Figure 1. The follow-
ing section presents the findings along these identified
factors for both subsystems.
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Firm-internal characteristics
Ownershipstructure Marilﬁeéﬂgtsri;ionl

Innovative_calaacityl
technological focus

Firm Ieadershipl
managemen

Firm size

Organizational status

| RIS subsystems

Hidden
Champion

Knowledg Knowledg
generation and application and
diffusion exploitation

Firm-external regional characteristics

Locationgor,milieu) Peripherality of firm

economies location
Urbanizati T slogy and
economies innovation policy

Figure 1: Influencing factors for rural RIS integration of Hidden
Champions

Source: Own elaboration; RIS subsystems based on Autio (1998)
and Cooke (2002).

3 Methods: Data collection and
analysis

This study adopts a qualitative research approach to better
understand how rural RIS integration of Hidden Champi-
ons is influenced. The method was deliberately chosen
to investigate the complexities involved in RIS subsystem
integration. Therefore, semi-structured interviews with
Hidden Champions in rural areas in Germany as well as
with actors from their regional context were conducted.

To gain a better understanding of regional char-
acteristics, four rural regions with a large spectrum of
demographic, economic and infrastructural indicators
were selected, based on the empirical results for German
regions by Kiipper (2016) and Oberst et al. (2019). The
Eurostat (2020) definition of rural regions was used. Two
rural regions with a strong and two with a weak economic,
demographic and infrastructural base were included. The
regions selected were Central Hesse (north of Frankfurt
to the northern district of Biedenkopf) and Leine-Weser
in southern Lower Saxony in West Germany, as well as
Lower and Upper Lusatia/Lausitz (Greater Dresden to the
northern rural regions around the district of Oberspree-
wald-Lausitz) and the northeastern Harz foreland in the
state of Saxony-Anhalt in East Germany.

To identify potentially relevant Hidden Champions,
the Global Market Leader Index by Miiller (2018) was used
and enriched through interviews with Chambers of Indus-
try and Commerce representatives. All firms were evalu-
ated concerning their fit with Simon’s (2009) definition of
this firm type.
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Between September 2020 and March 2021, 57 inter-
views were conducted with two actor types: Hidden Cham-
pion representatives and regional actors. The first group,
representatives of Hidden Champions, consisted exclu-
sively of members of the management. Employees in these
leadership positions were targeted, as they are acquainted
with the firm’s history and regional context due to their long
tenure typical for these firms (Venohr & Meyer 2007) and
have the authority to disclose details. One representative
per firm was interviewed. In the sample of 28 Hidden Cham-
pions (response rate of 33 %, 84 firms were contacted), the
share of firms active in manufacturing is 89 %, the remain-
der being firms that exclusively produce software. This dis-
tribution is proportionate to the general population of this
firm type. The average turnover of 195 mill. € per year is
lower than the overall average of all Hidden Champions
with 325 mill. € (Simon 2018). The average share of exports
of interviewed firms is 52 % (compared with 64 % for the
general population; Rammer & Spielkamp 2015) and the
share of family-owned firms is 54 % (compared with 66 %
for all Hidden Champions; ibid.). For the second group,
29 actors in the regional vicinity of these firms were inter-
viewed to add insights into additional dimensions of RIS
integration and to validate the perspectives of Hidden
Champions (response rate of 83 %, 35 organizations were
contacted). The regional distribution was equivalent for
both interviewed groups. Actor types included mayors and
representatives of regional development agencies as well
as Chambers of Industry and Commerce. These actor types
were targeted as they were both knowledgeable about the
firms and their regional linkages, and were not subject
to non-disclosure agreements, as potential collaborators
from other regional firms or universities would have been.
The interviews mainly concentrated on the interviewed
firms, but also involved other regional Hidden Champions,
if applicable. An overview of the regional characteristics of
the sample is provided in Table 2 (for further details, see
Tables A.1 and A.2 in the Online Appendix). Based on the
theoretical point of departure described above, an inter-
view guide was used in the interviews covering the RIS
integration of these firms and structured by integration
in the two subsystems and its elements (e. g. “How would
you describe the relationship and interactions of your firm
with regional universities?”). Due to the ongoing COVID-19
pandemic, all interviews were conducted remotely: most
via video calls and the remainder via telephone. The inter-
views lasted 57 min on average and were audio-recorded
and then transcribed. All statements by interviewees used
in this article were translated into English. Confidential-
ity and anonymity were guaranteed to the interviewees to
ensure openness.
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Table 2: Regional characteristics of sample
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Hidden Champions (HC) Regional actors (RA)
Settlement size Large city (>100k population) 0(0%) 4 (14 %)
Medium-sized city (20k-100k population) 7 (25 %) 18 (62 %)
Small town (5k-20k population) 13 (46 %) 6(21%)
Village (<5k population) 8 (29 %) 1(3%)
Regional classifi- Very rural / weak socio-economic conditions 8 (26 %) 7 (24 %)
cation Very rural / strong socio-economic conditions 3(12%) 4 (14 %)
Fairly rural / weak socio-economic conditions 3(12%) 3(10%)
Fairly rural / strong socio-economic conditions 14 (50 %) 12 (42 %)
Not rural 0 (%) 3(10%)
Driving distance to <30 minutes 8(29%) n/a
lcllnoii::.:i;?search >30&<60 minutes 15 (53 %) n/a
>60 minutes 5(18 %) n/a
Total 28 29

Source: Own elaboration; regional classification based on Kiipper (2016), based on nine indicators for socio-economic conditions, such as
unemployment rates, median income, life expectancy, and housing vacancy rates; settlement size and driving distance to closest research

university based on Statistisches Bundesamt (2021).

The interview transcripts were coded deductively along
the structure of the RIS subsystems described above. In
the following step, sub-dimensions of these subsystems
(e.g. types of organizations, such as suppliers, custom-
ers, or research institutions) were used for deeper coding
levels. The software f4 was used for this purpose. One
researcher coded the interviews after research assistants
transcribed them. Subsequently, influencing factors for
RIS integration were identified inductively and grouped
as (a) firm-internal and (b) firm-external regional factors.
This deductive-inductive approach (Gibbs 2018) offers a
combination of advantages: while the inductive elements
prevent biases and prejudices from the researchers respon-
sible for interviewing, the deductive dimension enables an
integration of these inductively identified factors based on
a theoretical framework.

Additionally, the statements of the interviewees were
selectively triangulated and validated with secondary
data sources such as annual reports and firm websites
(Graebner et al. 2012). These triangulations and valida-
tions focused on identifying and validating firm-internal
and regional variables (e. g. firm size, existence of regional
research institutions) as well as indicated linkages of
Hidden Champions with other actors that are publicly
visible, such as endowed professorships.

4 Results

The analysis of the interview material reveals the influ-
ence of firm-internal and firm-external dimensions for RIS
integration. The effect of the specific influences will be
described in the following section, differentiated accord-
ing to the two RIS subsystems of knowledge generation
and diffusion, and knowledge application and exploita-
tion. Table A.3 in the Online Appendix displays how the
firm-internal and firm-external regional influences on
RIS integration of Hidden Champions were systematically
identified in an inductive way, using the interview tran-
scripts. Firm-internally, this pertains to ownership struc-
ture, firm size, and organizational status. Firm-externally,
location (or milieu) economies and urbanization econo-
mies were identified as important. These factors will be
further described in the following section.

4.1 Firm-internal influences

Integration in RIS subsystems: Knowledge generation
and diffusion

Hidden Champions conduct business in specific product
niches and are highly innovative, implying the need for



8 —— C(Carsten Rietmann: Hidden Champions and their integration in rural regional innovation systems

specialized knowledge (Venohr & Meyer 2007). Addi-
tionally, firms of this type are strongly internationalized
in terms of sales networks (Rammer & Spielkamp 2015).
Hence, this paper hypothesizes that RIS integration con-
cerning knowledge generation and diffusion, e. g. through
linkages with higher education and research organiza-
tions, occurs based solely on specialization and cognitive
proximity, and not necessarily on geographical proximity
(Boschma & Frenken 2011). However, the interview mate-
rial reflects an ambiguous picture: all Hidden Champions
surveyed have some form of connection with regional
research and educational institutions, but differ in two
important aspects.

Firstly, larger Hidden Champions and those that are
not family-owned tend to be spatially flexible in their
search for suitable cooperation with research institutions,
while smaller firms of this type and family-owned firms
deliberately search locally for partners and exploit their
existing social capital and built-up trust (RA5). In particu-
lar, almost all Hidden Champions that are classified as
family-owned firms are strongly interlinked with regional
research institutions. The regional availability of research
institutions such as research universities, universities of
applied sciences, or other research institutes affects this
pattern, as described in the next section on firm-external
regional influences in the knowledge generation and dif-
fusion subsystem (Doloreux 2003). Secondly, virtually all
firms analyzed involve regional educational institutions
such as universities and vocational schools for human
capital-related purposes in the realm of knowledge dif-
fusion. Often, these linkages possess a strategic element
to attract, develop and retain qualified local labor and to
transform these institutions according to particular cor-
porate requirements (HC28, RA8). Forms of interaction
include dual university programs, specialized appren-
ticeships, curricula customized to the technology foci
of individual or groups of Hidden Champions, endowed
professorships, supervised theses, internships hosted by
these firms, and support for and sponsoring of youth IT
competitions (HC10/17/20, RA8/12/28). These initiatives
are reported as being particularly effective when the rural
regional environment does not feature many other inno-
vative or large firms, or both. Agency of Hidden Champion
leadership also plays an important role in establishing and
deepening relationships with research and educational
institutions (Chrisman et al. 2014). In contrast to other
firms, they value regional research institutions as very
important. In this context, the representative of a regional
economic development agency in Lusatia explains:
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‘Hidden Champions have this strong will to engage in technology
transfer. We don’t have to organize that. If we were involved, the
transfer is by nature artificial. They already know pretty well what
the local university can provide them with. [...] With micro-enter-
prises and other SME, it is not the case that they say: “I need a
research ecosystem around me”. Hidden Champions ask precisely
for this, and they ask for it first.” (RA24)

Interview partners have highlighted how Hidden Champi-
ons with varying ownership structures and firm sizes differ
in the degree of localization of research cooperation. Fam-
ily-owned/operated firms are described as deliberately
trying to engage local universities — if existing — in as many
projects as possible and only search beyond the region if
necessary. Additionally, alumni networks between research
and educational institutions and the employee base of this
firm type are relevant in terms of being acquainted with
the respective institutions and having developed rela-
tionships with its members. The relatively small size and
limited public awareness of Hidden Champions is pictured
as a disadvantage for cooperation with large metropoli-
tan universities and hence fosters regional collaboration
with research institutions, since the intra-regional public
awareness is considered markedly higher (Simon 2018).
The following example from an economic development
agency in Central Hesse illustrates this:

‘When Hidden Champions contact the big universities, they are
one among many. Here [in our rural region], there is an existing
relationship. The universities of applied sciences are more region-
ally oriented. Meanwhile, even Gieflen University [as a research
university] is doing the same. It now has a president who said:
“Of course, a university has an international reputation. It has to
have one. It needs the international connections in research, but
we also have a regional responsibility.”” (RA5)

In terms of relationships to policy organizations, Hidden
Champions with larger firm sizes are reported as having
a different spatial focus. They prioritize supra-regional
linkages on national or state levels over local ones (HC14,
RA9/27). The reasons given for this are strategic foci of
regional economic development agencies that do not
match the priorities and requirements of these firms, more
adequate support programs at the supra-national level,
and a general lack of entrepreneurial necessity to engage
with local political stakeholders beyond matters such as
building laws and digital infrastructure. The CTO of a pow-
ertrain technology Hidden Champion explained:

‘We are simply too big for that. [...] If we want funding, we have to
go to the state or the federal government.” (HC24)

Hidden Champions that are subsidiaries of larger corpora-
tions, and particularly of international ones, display lower
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integration with regional policy institutions — similar to
findings on MNEs (Kramer & Diez 2012). This also cor-
responds to the findings concerning linkages of these
firms with regional research and educational institutions
described above. The manager of a university-run tech-
nology transfer center exemplified this with the following
statement:

‘Yes, they [subsidiaries of larger corporations] may be Hidden
Champions, but they are all externally determined. [...] We have
hardly had any contact with most of the firms in the last five years
or so, because headquarters are just far away in Brazil or Mexico.’
(RA13)

Integration in RIS subsystems: Knowledge application
and exploitation

As this firm type is active in product niches and has a
global sales focus with high export ratios, there is no
emphasis on regional sales reported in the interviews
(cf. Rammer & Spielkamp 2015). Regarding supplier net-
works, Hidden Champions as subsidiaries of larger corpo-
rations are portrayed as being less active in sourcing from
regional suppliers. Interview partners frequently attribute
this pattern to the influence of corporate purchasing units
at the holding level. Particularly for private equity-owned
firms and those that are subsidiaries of larger corpora-
tions, the notion of “islands” has been invoked to describe
the lack of RIS integration in this subsystem. Interestingly,
cases of ownership change provide insights into influ-
encing factors of RIS integration: ownership transfer not
only implies changes in the allocation of decision-mak-
ing power, but also access to corporate R&D resources to
substitute external knowledge sourcing (Bodner & Capron
2018). The manager of the technology transfer center
quoted above continues:

‘Cooperation doesn’t work anymore, because the headquarters
that make the decisions are located far away across some ocean.
And the management level with which you can get in touch is no
longer on site. Only the production is located here. And that’s a bit
of a problem.’ (RA13)

The firm size of Hidden Champions was negatively asso-
ciated with integration in the RIS and its knowledge
application and exploitation subsystem. A crucial distinc-
tion is to be made between the size of the firm’s regional
location and the overall firm size for firms with multiple
locations. Here, important aspects in influencing RIS inte-
gration emphasized by interviewees are which corporate
functions are located in the regional location analyzed
and whether the site serves as the Hidden Champion’s
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headquarters (RA13). The regional background of Hidden
Champion leadership in terms of biographical origin and
current residential location plays an important role as
well. A department head of a Chamber of Industry and
Commerce in Central Hesse confirmed:

‘The executives no longer move to the region. They prefer to drive
those 100 kilometers every day instead of moving to the region.
Of course, there is the disadvantage that they are not that con-
nected.” (RA8)

Integration in the knowledge application and exploita-
tion subsystem has been identified as stronger for fami-
ly-owned firms than for those Hidden Champions with
other ownership and management models. Management
agency plays a much more pronounced role in fami-
ly-owned firms compared to other ownership models
(Chrisman et al. 2014). Additionally, family-owned firms
may be better positioned to build and exploit local social
capital (Arregle et al. 2007). In this regard, the interview
records demonstrate that the long-lasting regional focus of
family-owned Hidden Champions conditions the localiza-
tion of social capital and trust. This, however, may be dif-
ferent for other ownership types of these firms or in cases
in which Hidden Champion leadership has been recruited
from other regions (RA18). Regarding more generic sup-
plies by contractors such as craftsmanship, firms that
are family-owned firms deliberately engage local sup-
pliers regularly due to a sense of regional responsibility.
To demonstrate, a Chamber of Industry and Commerce
branch manager explained:

‘The local roofer does not cover the roof at [Hidden Champion,
subsidiary of a large holding]. [Holding] determines this and puts
it out for tender. If a firm from the region happens to submit a
favorable bid, then they get it. The local family Hidden Champion
could not afford to take a roofer from [larger city]. You can’t do
that in such a smallvillage. There really are differences of cooper-
ation and regional ties.’ (RA4)

Regional networks among family-owned Hidden Champi-
ons and other family SMEs are pertinent. These networks
are manifested through various forms, such as business
clubs, associations, Chambers of Industry and Commerce,
R&D collaboration, supplier links, and sharing of labor in
case of bottlenecks. A regional economic developer from
Central Hesse illustrated these networks as follows:

‘There is an annual reception here. You notice there how these
people flock together. How long they have known each other. You
notice the familiarity, the openness with which they deal with
each other. It is very nice to experience that. Especially these old
business families, they really live for their region.” (RA5)
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In the regional economic landscape, Hidden Champions
are portrayed as occupying a special position of being
innovative enough to generate intra-regional spillovers to
other firms while still being hidden and valuing secrecy
(cf. Eder 2019). However, among the firms surveyed, there
is substantial heterogeneity regarding awareness of poten-
tial local R&D collaborators (RA26). Larger firms with more
than a few hundred employees feature local suppliers that
have emerged in their regional vicinity to supply required
intermediary products — as in the following example from
Lower Saxony:

‘We now have a large industrial park, where many smaller suppli-
ers for [Hidden Champion] have emerged. The chemical industry
is a big matter here, because [Hidden Champion] is there.’ (RA16)

4.2 Firm-external regional influences

Integration in RIS subsystems: Knowledge generation
and diffusion

Regional resource availability in terms of research and
educational institutions is repeatedly mentioned as deter-
mining RIS integration of Hidden Champions, implying
that the search for suitable partners is initially conducted
locally. However, the lack of awareness of other actors in
the knowledge generation and diffusion subsystem is seen
as an obstacle. Spatial proximity to larger cities with dense
research ecosystems such as Gottingen is emphasized as
positively impacting RIS integration (HC27, RA10). Regional
research and education institutions are deliberately estab-
lishing intra-regional partnerships, also affecting this firm
type. In terms of locational requirements and requests for
Hidden Champions, the availability of regional research
institutions — of research universities and beyond — has
gained priority and influences locational decisions such as
relocation of corporate units. The director from a Lusatian
regional development agency was clear about this:

‘It used to go “I need space, I need funding and then the rest
comes.” Now it is “I need people and I need research”. Then
comes space, then infrastructure, and at some point “If there was
a bit of funding, that would be great.” That has completely turned
around.’ (RA24)

Different approaches in research cooperation by local
research universities and universities of applied sciences
in rural areas versus big research universities in urban
regions also drive patterns of collaboration with Hidden
Champions. The CTO from a Hessian slicing systems pro-
ducer explained it as follows:
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‘More complex universities view themselves differently — as solu-
tion providers: “Okay, you have a problem. We’ll internally pull
together the departments we need to work with to come up with a
solution.” And that is basically what we need. We do not get that
with the local universities, despite repeated requests.” (HC6)

Secrecy-seeking Hidden Champions form exceptions to
integration in the regional knowledge generation and
diffusion subsystem, following a logic of secrecy as an
exploitation strategy of rural locations (Eder & Trippl
2019). As a consequence, this applies to integration in the
second subsystem of knowledge application and exploita-
tion as well. For the vast majority of these firms, however,
co-location of Hidden Champions in related industries is
an impetus for new developments in knowledge genera-
tion and diffusion subsystems such as co-sponsored pro-
fessorships (HC19, RAS8). As a rationale for these local link-
ages, the investigated firms frequently cite the necessity
of regional visibility to attract qualified labor (HC8/22).
Hidden Champions also build alliances with other spe-
cialized local firms for strategic purposes, such as require-
ments for a highly-skilled workforce.

In their regions, firms of this type are described as
highly relevant in terms of economic effects — i. e. through
business tax, employment, human capital, activities in
corporate spatial responsibility, and also due to their suit-
ability for regional marketing through their international
business success and innovation. This relevance can be
leveraged to realize locational requirements of Hidden
Champions, and also includes the initiatives to develop
and attract qualified labor described above. Scholars have
used the term place leadership for related phenomena
(Albers & Suwala 2021). The CEO from a switchgear-pro-
ducing Hidden Champion in the Harz foreland illustrated
this:

‘The big advantage is: if we really have problems, then we have a
short path here either to the city, to our county, or even to our state
government.” (HC26)

Regional policies and their institutions, particularly
regarding education and training, technology, and inno-
vation, were identified as influencing RIS integration of
Hidden Champions. Generally, external policy influences
take on various forms of interaction, including infrastruc-
tural demands, the search for adequate support programs
or for skilled labor, and further administrative matters.
Still, self-sufficiency and high degrees of organizational
excellence of this firm type have frequently been men-
tioned, resulting in rare requests for support or assistance
addressed to regional actors dedicated to economic devel-
opment (Simon 2009). Agency of Hidden Champion lead-



DE GRUYTER

ership, especially for family-owned firms, is important
in terms of establishing and maintaining relationships
with regional policy institutions as well. This is particu-
larly induced by social capital and trust accumulated over
extended periods of time, also considering the generally
long tenure of employees in regional administrations. In
addition to self-sufficiency, contacts to regional public
actors are described as limited to specific requests. A rep-
resentative from a Lusatian Chamber of Industry and Com-
merce emphasized the character of self-sufficiency:

‘There are businesses that need us as a Chamber of Industry and
Commerce, and there are firms that need us less. Hidden Cham-
pions can also manage on their own. But if you are active, if you
get involved, if you help build networks with your knowledge, then
you are a partner for them.” (RA3)

The municipal level is consistently commended for its
swift response to demands of Hidden Champions, in con-
trast to greater bureaucracy perceived on larger adminis-
trative scales. A direct interest of municipalities in terms
of the relevance of the Hidden Champion’s business tax
base, which is directly allocated to municipalities in
Germany, may also influence this. In addition to RIS inte-
gration, interviewees have also stressed increased activity
by family-owned firms in measures of corporate spatial
responsibility such as sponsoring (Albers & Suwala 2021).
In a few instances, family-owned Hidden Champions were
active in founding and developing regional development
agencies to foster intra-regional innovation cooperation.

Integration in RIS subsystems: Knowledge application
and exploitation

The representatives interviewed generally evaluate
regional knowledge application and exploitation link-
ages of rural Hidden Champions as thin, implying limited
localized relations to suppliers, contractors, customers,
and other related actors. Often, this is due to geographical
proximity to both existing and potential partners (Schéfer
& Meyer 2019). The CTO from a Lower Saxony-based
Hidden Champion concluded:

‘An ecosystem around me helps to move forward faster. That is
the part where we have the hardest time in rural areas. My closest
partners are all quite some distance away.” (HC24)

Regional clusters of Hidden Champions in these rural
areas form an exception, and particularly those in related
industries, e.g. furniture and glass in Leine-Weser or
optics, welding, and packaging in Central Hesse (Mof3ig
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2000). Here, the local transfer of employees through attri-
tion and hence of specialized, tacit knowledge consti-
tutes an additional dimension of spillovers. In addition, a
history of spin-offs — similar to the corporate evolution of
Fairchild Semiconductors in Silicon Valley (Storper et al.
2015) — has been frequently described with regard to these
structures. The small town of Haiger in Central Hesse is an
example of this, as the CEO of a welding machine Hidden
Champion illustrated:

‘Our small town is already a special industrial location. Look at
all those firms that have emerged, grown, and become large in
this small place! [...] That motivates everybody, and so there are
some smaller mechanical engineering firms that are unknown
and very successful.” (HC19)

These particular regions feature a high density of this firm
type and other manufacturing SMEs in specific industries
despite being classified as rural, leading to regionalized
supplier networks. Factors such as regional culture and the
promotion of an atmosphere of networking and exchange
amplify this. If they exist, Hidden Champions are reported
to deliberately support local startups, for instance through
engaging them as suppliers or R&D collaborators. Still,
they are described as having high requirements for their
suppliers and as valuing good-quality products more
highly than regionally sourced intermediate products that
do not completely fulfill requirements (Venohr & Meyer
2007). To compensate for resource constraints and to
remain focused on their own technological specialization,
Hidden Champions in rural areas report contracting with
external (and predominantly extra-regional) service pro-
viders such as software and consulting firms as suppliers.
Additionally, many have mentioned the potential for rural
areas due to the transforming nature of R&D collaboration
through digitalization. The CFO of a large seed production
Hidden Champion assessed the opportunities induced by
digitalization in the following way:

‘How do I get knowledge into rural areas? How do I get resources
and talent into rural areas? How can I exchange expertise
remotely? Of course, digitalization quickly opens up completely
different possibilities and completely different exchanges and
workflows.’ (HC27)

5 Summary and discussion

This article has examined the integration of Hidden Cham-
pions in rural RIS in Germany and the influence of firm-in-
ternal and firm-external regional characteristics on rural
RIS integration. The paper has developed the proposition
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that firms of this type are not strongly integrated in rural
RIS due to their international sales focus and technologi-
cal specialization, and posed the following research ques-
tion: What influences the integration of Hidden Champions
in rural regional innovation systems? A RIS framework of
two subsystems (knowledge generation and diffusion, and
knowledge application and exploitation) was applied to
approximate rural RIS integration.

It was found that integration in rural RIS is heteroge-
neous for Hidden Champions in Germany. The important
firm-internal influences identified are ownership struc-
ture, firm size, and the organizational status. Regarding
ownership, Hidden Champions that are family businesses
are on average more integrated in rural RIS than other
ownership and leadership types, but vary significantly —
potentially due to the increased importance of managerial
agency and differences in regional social capital. Firms of
this type that are subsidiaries of larger corporations, and
particularly international ones, display lower integration
in RIS - similar to findings on MNEs (Kramer & Diez 2012).
The size of these firms was negatively associated with inte-
gration in RIS. There is a crucial distinction to be made
between the size of the firm’s regional location and the
overall firm size in cases of Hidden Champions with mul-
tiple locations.

For firm-external regional influences, location and
urbanization economies are important dimensions.
Greater resource availability in terms of qualified labor
and relevant institutions for knowledge generation and
application was positively associated with RIS integration
for Hidden Champions. A regional knowledge base that is
cognitively proximate to the Hidden Champion’s techno-
logical focus, such as for optics, welding, and packaging
in Central Hesse, as well as long-established industrial tra-
ditions and an appropriately trained workforce increase
rural RIS integration of these firms. Industry, technolog-
ical focus, degree of peripherality, and characteristics of
technology and innovation policy do not play an impor-
tant role in rural RIS integration of Hidden Champions,
according to the actors interviewed.

Additional insight into firm-internal and firm-exter-
nal dimensions contributes to the debate on influences on
rural RIS integration of Hidden Champions. This special
firm type has not yet been examined regarding their RIS
integration. Here, existing insights into other firm types
such as SMEs, MNEs, and family businesses are thus
enriched. As rural areas offer challenging conditions for
innovation, this paper provides a valuable analysis of
highly innovative firms with global market leadership
located in this regional context. It could be shown that -
depending on influencing factors — a significant share
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of these firms are integrated in rural RIS, contradicting
dichotomies between “rural entrepreneurship and entre-
preneurship in the rural” (Korsgaardet et al. 2015). Fur-
thermore, this study answers the call for cross-fertilization
between economic geography and family business studies
(Basco & Suwala 2020). Here, the existing research focus
on the comparative performance of family vs. non-family
leadership concerning their home-region focus has been
extended (Banalieva & Eddleston 2011). This has been
achieved by limiting the sample to firms with a consist-
ently low home-region focus due to their disproportion-
ately high export shares.

The present findings offer several implications for
regional policymakers in rural areas. Facing the relatively
low regional integration of this firm type in defiance of
their general preference for intra-regional collaboration,
attempts to support these rural RIS in enhancing localized
learning can be fruitful. Actor-based policies should be at
the center of such approaches. Large Hidden Champions
have the capacity to be additionally relevant in fostering
cluster development in rural areas through their role as
anchor firms. Reinforcing and amplifying spillovers and
other externalities from them as highly innovative firms to
their regional context can strengthen the region at large,
countering the metaphor of an anchor tenant without a
mall, to paraphrase Agrawal & Cockburn (2003). In light
of increased interest in place-based innovation policies
(Grillitsch & Asheim 2018) and acknowledging the recent
launch of the German funding system for structurally
weak regions (Gesamtdeutsches Fordersystem), a stronger
integration in rural RIS of Hidden Champions as highly
innovative firms has potential to contribute to these goals.
From a regional development perspective, strengthen-
ing family-owned firm structures — particularly concern-
ing firm successions — can contribute to the continued
regional integration of this firm type and other businesses.
Additionally, the lack of awareness of many Hidden Cham-
pions concerning potential regional innovation partners
can be improved through better dissemination of informa-
tion.

Some limitations of the study need to be discussed. It
remains unclear how RIS integration of Hidden Champions
compares with other SMEs in rural areas. This, however, is
beyond the scope of this study due to the research design
focusing on this firm type. Limiting the study to four rural
regions and their specific economic base of these firms
could hinder the generalization of findings in a broader
context (Bathelt & Li 2020). The emphasis of regional
characteristics could then underestimate the agency and
impact of individual actors, such as Hidden Champions
and their management in this context (Bathelt & Gliickler
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2018). The research field of management geography could
provide a platform to further analyze the impact of man-
agerial decision-making in the realm of RIS integration
(Suwala & Schlunze 2019). Additionally, the segmentation
in subsystems can obliterate recent insights into bounda-
ry-spanning activities within RIS (Kerry & Danson 2016).

The results provide a fruitful base for extended
research. Firstly, rural RIS integration of Hidden Champi-
ons should be compared with other firm types. Existing
research examining the integration of specific types such
as family-owned firms does not distinguish the regional
context. Secondly, additional research on the relationship
of digitalization-related behavior and regional integration
of these firms can be insightful in exploring this connec-
tion. Thirdly, further studies on the effect of family busi-
ness successions as well as mergers and acquisitions on
regional integration of Hidden Champions may prove rel-
evant in establishing the influence of firm-internal factors
such as ownership structure (Lenz & Gliickler 2021).
Fourthly, while this paper has focused on the integration
of this firm type in rural RIS and their subsystems, addi-
tional insights on relations between these firms and civil
society and on various regional contributions of Hidden
Champions and their importance for their home region,
such as economic and intangible effects, may enrich the
understanding of the relevance of this firm type for rural
areas.
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Table A.1: Description of interview sample of Hidden Champions

Carsten Rietmann: Hidden Champions and their integration in rural regional innovation systems = 17

ID Industry Firm founda-  Firm revenue  Employees Ownership structure  Interview dura-
tion (mill. €) #) tion (min.)
HC1 Extension spindles and poles 1990s ~5 ~50 Family 85
HC2 Wireless controls 1990s ~50 ~180 Family 64
HC3 Lithium-ion batteries 2000s ~90 ~1600 Holding subsidiary 51
HC4 Water ultrafiltration 2000s n/a ~140 Holding subsidiary 59
HC5 Ladder systems 1940s ~150 ~500 Holding subsidiary 59
HCé Slicing systems 1980s ~250 ~1400 Family 56
HC7 Bowden cables 2000s n/a n/a Family 30
HC8 Steel construction 1990s ~30 ~200 Family 35
HC9 Extraction and filtration 1990s ~30 ~130 Family 55
HC10 Electrical safety 1940s ~150 ~900 Family 50
HC11 Buffet solutions 1980s ~5 ~20 Holding subsidiary 51
HC12 Festive decoration 1890s ~10 ~150 Family 45
HC13 Fine chemistry and fragrance 1990s ~15 ~50 Family 44
components
HC14 Marine gearboxes 1870s ~80 ~500 Foundation 63
HC15 Digital radio systems and 1980s ~90 ~50 Holding subsidiary 92
terminals
HC16 Specialized textiles 1990s ~40 ~150 Family 40
HC17 Confectionery process lines 1920s ~50 ~250 Holding subsidiary 49
HC18 Foundry technology 1990s n/a ~30 Family 54
HC19 Welding machines 1910s ~120 ~500 Holding subsidiary 57
HC20 Office furniture 1900s ~80 ~600 Family 57
HC21 Spark extinguishers 1910s ~90 ~650 Family 74
HC22 Central heating products 1920s ~600 ~3700 Foundation 60
HC23 Welding torches 1940s ~300 ~2200 Private equity 62
HC24 Powertrain technology 1940s ~800 ~4000 Foundation 63
HC25 Software engineering 1990s ~10 ~80 Family 69
HC26 Switchgear 1990s ~60 ~200 Holding subsidiary 46
HC27 Seed production 1850s ~1700 ~5700 Public 50
HC28 Float glass 2000s ~300 ~250 Holding subsidiary 65
Average: 195 890 n/a 57

Source for firm data: Bureau van Dijk and desk research; latest data available for revenue and employees.



18 —— Carsten Rietmann: Hidden Champions and their integration in rural regional innovation systems

Table A.2: Description of interview sample of regional actors

DE GRUYTER

ID Type of regional actor Region Interview duration (min.)
RA1 Regional economic development agency Leine-Weser 56
RA2 Regional economic development agency Harz foreland 40
RA3 Chamber of Industry and Commerce Lausitz/Lusatia 60
RA4 Chamber of Industry and Commerce Lausitz/Lusatia 60
RA5 Regional economic development agency Central Hesse 63
RA6 Chamber of Industry and Commerce Harz foreland 60
RA7 Regional economic development agency Lausitz/Lusatia 60
RA8 Chamber of Industry and Commerce Central Hesse 63
RA9 Regional economic development agency Leine-Weser 50
RA10 Regional innovation agency Leine-Weser 65
RA11 Regional economic development agency Central Hesse 45
RA12 Employers association Lausitz/Lusatia 75
RA13 Technology transfer agency Harz foreland 60
RA14 Regional economic development agency Central Hesse 60
RA15 Chamber of Industry and Commerce Lausitz/Lusatia 60
RA16 Regional innovation agency Leine-Weser 64
RA17 Employers association Central Hesse 65
RA18 Mayor Central Hesse 50
RA19 Mayor Leine-Weser 48
RA20 Regional economic development agency Harz foreland 30
RA21 State economic development agency Central Hesse 75
RA22 Regional economic development agency Leine-Weser 60
RA23 Regional economic development agency Central Hesse 50
RA24 Regional economic development agency Lausitz/Lusatia 70
RA25 Regional economic development agency Lausitz/Lusatia 60
RA26 Chamber of Industry and Commerce Leine-Weser 50
RA27 Regional location marketing agency Harz foreland 25
RA28 Chamber of Industry and Commerce Lausitz/Lusatia 60
RA29 Chamber of Industry and Commerce Harz foreland 60
Average: 57

Source: Own elaboration.
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Table A.3: Identified influencing factors of RIS integration of Hidden Champions

Influencing Number  Selected interview quotes
factors of cases

Firm-internal characteristics

Ownership 39 - ‘Yes, they [subsidiaries of larger corporations] may be Hidden Champions, but they are all externally deter-
structure mined. [...] We have hardly had any contact with most of the firms in the last five years or so, because head-
quarters are just far away in Brazil or Mexico.” (RA13)

— ‘The innovative firms, the Hidden Champions, most of them feel a regional connection. But: they are also
family-run. You can say: all those that are not family-run and were not founded in the region have little con-
nection to the region.” (RA29)

— ‘The local roofer does not cover the roof at [Hidden Champion, subsidiary of a large holding]. [Holding] deter-
mines this and puts it out for tender, and if a firm from the region happens to submit a favorable bid, then
they get it. The local family Hidden Champion could not afford to take a roofer from [larger city]. You can’t do
that in such a small village. There really are differences of cooperation and regional ties.” (RA4)

— ‘Thereis an annual reception here. You notice there how these people flock together. How long they have
known each other. You notice the familiarity, the openness with which they deal with each other. It is very
nice to experience that. Especially these old business families, they really live for their region.” (RA5)

- ‘We have had the experience that when firms are sold, this culture is quickly lost. If the managing directors
no longer sit locally, but somewhere in Hamburg ... We have a window manufacturer which was taken over by
a Hamburg firm. Within two years, almost the entire workforce had resigned and left.’ (RA18)

- ‘Strategic cooperation on such a long-term basis is still a rarity. We once had a company that conducted
[regional strategic cooperation] very strongly. But the firm has now been sold to the Bosch Group because
the owner was childless. [...] Bosch is a large corporation. It has its own dynamics. None of us can get in
touch with them.” (RA5)

Firm size 34 - ‘We are simply too big for that. [...] If we want funding, we have to go to the state or the federal government.’

(HC14)

- ‘The larger Hidden Champions, they have isolated themselves from the region quite a bit.” (RA13)

— ‘We now have a larger industrial park, where many smaller suppliers for [Hidden Champion] have emerged.
This whole chemical industry is a big matter here, because [Hidden Champion] is there.” (RA16)

- ‘The bigger the firms are — they are now part of the [holding] as they have been bought - the less they are
anchored in the region.” (RA13)

- ‘[Hidden Champions], that’s a very small firm. | didn’t even know the firm before | became mayor, honestly.
[...] They do not radiate that strongly into our town and region.’ (RA18)

- ‘Of course, the firms also have relationships beyond the state borders. Especially the very large Hidden
Champions are then probably even better networked with ministries that are responsible for any approvals
than perhaps our small district itself.” (RA27)

Organizational 26 — ‘And | actually don’t even know if they are all still paying their business taxes here locally. The headquarters
status may not even be here anymore. We have had hardly any contact with most of these firms in the last five, six
years.’ (RA13)

- ‘When in Quebec, or wherever, the decision is made to close a plant, it’s emotionless. If they are based here,
if the enterprise has been part of the municipality for decades, it is not as simple to close down, it is a more
emotional process.’ (RA24)

— ‘The large Hidden Champions usually have a central purchasing department at another headquarters. [...] If
you have small Hidden Champions, many of course buy in the region.” (RA27)

- ‘It was also a way to make ourselves known locally again. Of course, the people in Mexico don’t even know
that there is a university in Wernigerode. That’s just the way it is, yes. [...] The bigger the firms become and
the more they emerge as world market leaders, they become more interesting for foreign firms, for large cor-
porations. Be it Bohai from China or Nemak from Mexico. And then they get bought out and are a bit lost in
the decision-making structure for us. The impact in the region is sometimes lost as well, because the people
who make the decisions are sitting far away.” (RA13)

- ‘These firms mainly operate externally at their headquarters’ location.’ (RA6)
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Influencing Number  Selected interview quotes
factors of cases

Firm-internal characteristics

Firm-external regional characteristics

Location 31 — ‘An ecosystem around me helps to move forward faster. That is the part where we have the hardest time in

(or milieu) rural areas. My closest partners are all quite some distance away.” (HC24)

economies — ‘Theregion in which we are located, I’ll just say that now, doesn’t really matter. We don’t have our customers
here in the region, we have them somewhere else, because the hotels we supply are not in the rural areas.’
(HC11)

— ‘The customers are supra-regional, and we only have a connection to [town] directly, because the firm loca-
tion is here, not to the place per se.” (HC8)

— ‘Our small town is already a special industrial location. Look at all those firms that have emerged, grown,
and become large in this small place! [...] That motivates everybody, and so there are some smaller mechani-
cal engineering firms that are unknown and very successful.” (HC19)

— ‘Itis for reasons of specialization that Hidden Champions look for research cooperation in other regions
if they really need a highly specialized university. For instance, a Fraunhofer Institute is being established
here - an institute for insect biotechnology.” (RA5)

- ‘IfIneeded a supplier who can deliver this part to me in time and quality for the price, then of course digitiza-
tion is great. So if it’s worldwide, someone with whom | wouldn’t necessarily have to meet, with whom | don’t
necessarily have to sit at a table, but with whom | simply negotiate the terms and conditions and he has to
assure me of timely delivery, then everything is good. | think that these are different relationship levels.” (RA4)

— ‘They have actually built up very good relationships with local firms in this area and don’t always look at
whether it’s cheaper to have this developed in China, India, or whatever. Instead, if local partners are called,
they’ll be there in a quarter of an hour and can also fix something on site. So, for the most part, it has
remained regional.’ (RA25)

— ‘I know that people help each other out when it comes to skilled workers. So | know for example - | also find
this quite exciting — that [Hidden Champion] also sends trainees over to its competitor in Eisleben when
there’s a need.’ (RA27)

— ‘There is also the issue of networking among the firms. You have to travel further to find firms that are active
in a similar field or with whom you can cooperate [as a Hidden Champion], where you can exchange informa-
tion, etc. That’s a huge problem.’ (RA12)

— ‘The Hidden Champions live from the fact that they have a short route, short communication channels to
their suppliers in the region, who implement this directly. [...] We have a large proportion of metal processors
and plastics processors here. The larger Hidden Champions are then Tier 2 or Tier 1 suppliers for the auto-
motive industry. The entire value chain is represented and there is an intensive exchange and an intensive
economic cooperation between these firms.’ (RA8)

Urbanization 29 - ‘ltused to go “I need space, | need funding and then the rest comes.” Now it is “l need people and | need
economies research”. Then comes space, then infrastructure, and at some point “If there was a bit of funding, that
would be great.” That has completely turned around.” (RA24)

— ‘More complex universities see themselves differently — as solution providers: “Okay, you have a problem.
We’ll internally pull together the departments we need to work with to come up with a solution.” And that is
basically what we need. We do not get that with the local universities despite repeated requests.’ (HC6)

— ‘The big advantage is: if we really have problems, then we have a short path here either to the city, to our
county, or even to our state government.’ (HC26)

— ‘There are businesses that need us as a Chamber of Industry and Commerce. And there are firms that need us
less. Hidden Champions can also manage on their own. But if you are active, if you get involved, if you help
build networks with your knowledge, then you are a partner for them.” (RA3)

— ‘We also have a technical university. It was two years ago that firms from the optics industry joined forces
and created an optics professorship because they needed special experts. And these are mainly local Hidden
Champions, because an optics cluster is very present here.” (RA7)

— ‘That type of cooperation is sought after. [...] However, it is not that much driven by the desire to enrich the
region, but rather by the necessity to attract the attention of young skilled workers.’ (RA6)

— ‘We don’t have a university in the district. But the proximity to Dresden is a great advantage. So with the TU,
with the HTW, with the Fraunhofer Institutes, there are quite a few relationships with Hidden Champions.’
(RA25).

- ‘You have to make sure that you try to keep vocational school classes for certain professions in the region,
that’s always an issue, for training cooperation.” (RA7)

Source: Own elaboration, based on interview transcripts.



