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ABSTRACT 

The term of Hidden Champions was first put forward by Simon (1996a) in his book 

and has already been a well-studied subject all over the world. The purpose of this 

dissertation is to figure out what are the main factors underlying Chinese Hidden 

Champions.  

The literature part is composed of earlier research on Hidden Champions and theories 

on several factors that have been identified by authors, which form an analytical 

framework for analyzing empirical data. 

Conducting a qualitative approach, the empirical data was collected through 

semi-structured telephone interviews with the senior personnel of two Chinese 

companies. Secondary data, such as public reports, also played a complementary role. 

The findings of this study showed the factors of clear goal, excellent entrepreneur, 

focused strategy, sustained innovation, globalization and customer orientation 

immensely affect the success of Chinese Hidden Champions. It was also pointed out 

that there remain some views that are different from concepts of Simon’s.  
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1. Introduction 

The introduction part includes a background of the phenomenon that will be 

investigated, a problem formulation, the purpose of this research, following a 

definition of the term and a disposition of the whole thesis.  

1.1 Background 

There is no denying the fact that big companies in the world always draw the greatest 

attention from the public, and people also tend to care about the rankings of these 

companies in the Fortune 500 List. Also, large corporations are always considered as 

the role model for enterprises by many business academics and practitioners (Simon, 

1996a). But the famous economist Schumacher (1974) published his book, named 

“Small is Beautiful”, which demonstrates the unique advantages underlying the 

growth of small and medium-sized enterprises (SMEs) from the view of economics. 

Consequently, a growing number of entrepreneurs and economists gradually 

recognized that small businesses indeed do have a lot of significant advantages over 

large firms, and shifted their focus more onto the SMEs.  

Subsequently, against this context, a special phenomenon of Hidden Champions was 

identified by Professor Hermann Simon when researching in international 

competitiveness and discovered that Germany’s long term export success almost relies 

on the advantages of medium-sized companies and these companies contribute 

immensely to the continuing success of Germany in the world market (Simon, 1996a). 

In addition, throughout the rise and fall of “dot-coms” and the good and bad times of 

changeable realities in the so-called “new” economy, a growing number of elite firms 

have stayed true to its core principles: Hidden Champions (Simon, Ford & Butscher, 

2002).  

The notion of a Hidden Champion as described by Simon (1996a) refers to “a group 

of firms are medium-to-small in size that are trading low-profile products and earning 

highly profitable and they could survive for a long time, but wary of booming their 
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own success, most obviously, they are always dominating a narrow or niche market”.  

The names of this kind of companies are seldom known by general public, let alone 

the products they make and the way they conduct business throughout the world 

(Simon, 1996a). In the real world, it is not difficult for the researchers to find the 

examples, and you would probably never hear of their brands. Tetra: If you own an 

aquarium, you probably know Teramin well. It ranks the number one position in the 

world market of tropical fish food. Baader: The share of this pioneer of the world 

market for fish-processing equipment is 90%. Brita: It created the market for 

point-of-use water filters. Continually sparing no efforts to defend its dominating 

position, this hidden champion enjoys a world market share of 85% (Simon, 1996a).  

What is clearly illustrated in the table 1.1 is that the Hidden Champions account for 

the highest share in each market. Also, in the global market, the champions have great 

superiority of average share. Additionally, they have an average share of 36.7%, and  

 Table 1.1 Mean Market Shares of the Hidden Champions (Simon, 1996a) 

 

 Absolute 

Market 

Share 

Share of 

Largest 

Competitor 

Relative Market 

Share of Hidden 

Champion 

World 30.2% 19.4% 1.56 

Europe 36.7% 20.8% 1.76 

Germany 44.4% 21.8% 2.04 

exceed the market share of their largest competitor by 76% in the European market. 

Similarly, the circumstance is repeated in the smaller market of Germany.  

For the sake of understanding how these companies have become successfully in the 

changing business environment, Simon and his colleagues have identified the nine 
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pillars, such as market leadership and strategic focus, which have helped them to 

defend and improve their leading market position (Simon, Ford & Butscher, 2002).  

At the same time, Simon had discovered many Hidden Champions in a lot of 

countries without a systematic and comprehensive search, from Europe and the 

United States to South Africa and New Zealand (Simon, 1996b). With the research 

deepening, Simon has now identified more and more companies all over the world 

that could be qualified as Hidden Champions category. According to different national 

conditions, Hidden Champions in each country show their own characteristics. As a 

result, the emergence of this phenomenon has drawn the attention of the academic 

community in different countries.  

Besides, the recent years witness that China has experienced high-speed economic 

development and become the largest developing country. In particular, Chinese SMEs 

have already played a crucial role in contributing significantly to China’s 

economy-ranking 99% of the country’s enterprises, 40% of GDP, 60% of exports and 

75% of job opportunities (Yu & Nigel, 2007). Likewise, there is also a large group 

among the SMEs like this in China (Deng & Wan, 2006). Hence, it is necessary, and 

of interest to scholars, to research more deeply into this controversial topic.  

1.2 Problem  

As the earlier introduction reveals, there are many issues and problems related to 

Chinese Hidden Champions. Consequently, this study will put forward the following 

questions: What are main factors for the companies to become Hidden Champions in 

China? In terms of what are Hidden Champions in China different from the Simon’s 

concept?  

1.3 Purpose 

Based on the background and discussion above, the aim of this study is to analyze the 

factors underlying Hidden Champions in China.  
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1.4 Definition 

During this dissertation, the term Hidden Champions will be frequently mentioned 

and the definition for this term used for the purpose of this research as follows: 

Hidden Champions 

The definition that will be used throughout this paper is based upon a formulation 

stated by Simon (1996a): 

 They are small and medium in size; 

 They dominate their specific market;  

 They often trade in “invisible” or low-profile products; 

 They are successful, but not miracle, companies, that could survive for a long 

time. 

1.5 Disposition 

The literature about Hidden Champions, company goal, entrepreneur, innovation, 

focus strategy, globalization and customer orientation will be disclosed in chapter 2. 

The research methods and empirical data used in this study are explained in chapter 3 

and chapter 4. Analysis is discussed in chapter 5. Conclusion and discussion are 

shown in chapter 6.  
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2. Literature Review 

A literature review will be demonstrated in this section through employing earlier 

research and literatures about Hidden Champions, company goal, entrepreneur, 

innovation, focus strategy, globalization and customer orientation. Subsequently, an 

analytical framework combining the theories will be illustrated.  

2.1 Earlier research on Hidden Champions  

As we know, Professor Hermann Simon first highlighted the notion of Hidden 

Champions and made great contributions to the related realm. In the book “Lessons 

from 500 of the World‟s Best Unknown Companies”, Simon (1996a) summarizes the 

nine most crucial lessons of Hidden Champions: make clear and ambitious goals, 

conceive of a market narrowly and considering both customer requirements and 

technology, focus on a niche market with a globalization view involving worldwide 

sales and marketing, get closer to customers in both performance and interaction, 

insist on striving for persistent innovation in both product and process, make full use 

of their own strengths, try to take more participate in details rather than only be an 

authoritarian leader.  

Moreover, some other researchers from different countries also make efforts in the 

study of Hidden Champions. For instance, Voudouris, Lioukas, Makridakis and 

Spanos (2000) find successful Greek SMEs that could fit Hidden Champions category 

and reveal the four main successful factors which are intense focus on a narrow 

market, attach attention to customer service, innovative corporate culture and 

commitment to new technologies, solid leadership and a healthy organizational 

atmosphere. In the article “How to Become Successful Hidden Champions: Case Study 

of Japanese SMEs”, Ding (2008) emphasizes two main determinants, which are the 

special disposition of entrepreneurs and moderate management accounting for the 

success of the Japanese Hidden Champions.  

Nowadays, the heated topic of Hidden Champions draws the attention of academics in 

China as well. The book “Focus On” (Deng & Wan, 2006), there are some scattered 
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conclusions for why these Chinese Hidden Champions do succeed. The authors 

summarize the main characteristics of Chinese Hidden Champions as follows: 

1. Clear goal: it is obvious that all the champions reach their positions based on a plan 

and not by chance. All of them keep clear goals so as to be the market leader all of the 

time (Deng & Wan, 2006). 

2. Focus strategy: these companies, unlike other Chinese firms implementing cost 

leadership strategy, consist on the strategy of focus. They segment the whole market 

into narrow parts, devoting themselves to the niche. Meanwhile, owing to acquiring 

economies of scale, they always choose global market to be their target market and 

innovate continuously to keep the leading position (Deng & Wan, 2006). 

3. Excellent entrepreneur: entrepreneurs are the brains of companies. It is concluded 

that Chinese Hidden Champions’ entrepreneurs have the special qualities: risk-taking, 

persistence and experience. Most importantly, the entrepreneurs must have absolute 

dominance in the operation of firms (Deng & Wan, 2006).  

There is also other literature which has different perspectives on this issue. Gu, Chen 

& Zhao (2006) argue that Hidden Champions make full use of their own marketing 

channel to decrease risks instead of depending an intermediary. Huang & Zhang (2007) 

indicate that all Hidden Champions in China enjoy good relationships with their 

customers and are well-perceived by the market, making products that are welcomed 

by customers. 
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2.2 Factors 

As is shown in the part of earlier research, some empirical articles try to investigate 

and identify the factors underlying the performance of Hidden Champions. The results 

of these studies reveal various views from different angles. Therefore, according to 

the former achievements and our own perceptions, this study will mainly focus on the 

internal factors and external opportunities underlying the Hidden Champions. Internal 

factors contain company goal, entrepreneur and innovation, while external 

opportunities are composed of focus strategy, globalization and customer orientation.  

2.2.1 Company goal 

Goals are those directions, upon which all the paths and actions the chosen company 

relies on (Thompson & Strickland, 1998a). There is always some emergence of new 

circumstances, e.g. competitors’ improvement in certain technology, government’s 

new policies and regulations and change in customers’ preference. Too much 

uncertainty exists in the business life, and it is not easy for managers to keep pace 

with the direction without any goal.  

It is also a common belief that goals are important to an organization. In Trey and 

Brian’s article (1992), he argues that there are some points to show goals’ importance: 

firstly, goals provide direction for the endeavors of individuals and groups within the 

organization; secondly, goals enable the foundation to inspire individuals and groups 

to do their best; thirdly, goals are used as the basic rule for assessing and controlling 

the activities of individual and groups as well as the whole organization.  

As goal setting is a basis for strategy forming, there are many factors which need to be 

considered when setting clear goals: 1. Significant-the organization has not enough 

resources and time to achieve many goals, so it is very necessary to choose priorities 

when setting goals. 2. Reasonable-given the limited resources available, 

the goals must be reachable. 3. Measurable-goals must be measured as to their success 

or failure, and the degree of deviation must be assessed specifically. 4. Cooperate with 

the reward system-achievement toward the organization’s goal by individuals and 
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groups must be rewarded. 5. Logically consistent with each other-the pressure from 

limited resources and other environment may cause conflict with other issues within 

organization, so it is needs the goals to be consistent with each other (Malcom, 1979). 

Furthermore, Trey and Brian (1992) believe that proper goals should be reasonable, 

but also need to be difficult enough to challenge the organization to perform better. 

We can divide all competition participants into market leaders and market followers. 

Shankar (2006) argues that there are asymmetries between market leaders and 

followers when facing change. Market leaders practice a product-proliferation 

strategy and rarely rely on low price, while market followers always adopt a policy of 

competing on price. Thompson & Strickland (1998b) in their textbook figure out that 

time is especially important to firms’ move. To be a first-mover in the industry has 

advantages. Being a leader can have a high payoff when (1) pioneering helps build a 

firm’s reputation and image, (2) early connection can secure a cost advantage over 

rivals from raw materials, new technologies, distribution channels, (3) customers 

remain a strongly loyal to the first-time company, (4) moving first can institute high 

entry barriers to prevent competition. What is more, Porter (1985a) also mentioned (1) 

early profits, (2) definition of standards, (3) preempting a positioning.  

2.2.2 Entrepreneur 

According to technological improvements and increased uncertainties in markets and 

competition, strategy is considered as a key determinant of survival or success of 

small firm (Skrt & Antoncic, 2004).Crafting, implementing, and executing strategy 

are core functions of management (Farkas & Suzy, 1996). In their opinions, making 

and executing a good strategy is not only a proof of organizational successes, but also 

the best evidence of the entrepreneur’s managerial excellence. 

Many academics clearly argue the primary reasons that most businesses fail are poor 

decision-making skills or failure to engage in strategic planning at all (Haswell & 

Homes 1989; Weitzel & Jonsson 1989). An entrepreneur’s managerial and planning 

skills are the most important factors in the small businesses of the apparel and 
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accessory retail industry (Gaskill, Van Auken & Manning 1993). 

Birley and Westhead (1993) define those individuals as novice founders, who have no 

previous experience of founding a business, whilst habitual founders are those who 

have established at least one business before current new one. They find that habitual 

entrepreneurs are more likely to be successful in their businesses because of 

accumulated experience. In the study of success of multiple venture entrepreneurs, 

who have founded at least two businesses, it is obvious that founders initiate 

follow-on ventures within the same industry as their prior businesses (Starr & 

Bygrave 1991). Schollhammer (1991) finds that 80% of second venture entrepreneurs 

re-start businesses in the either the same industry as before or in one closely related to 

it.  

With reference to the rapid internationalization of firms, Andersson and 

Evangelista (2006), in their study, show the importance of entrepreneurs. Their study 

of firms in Australia and Sweden shows that individual level is a good perspective to 

the understanding of new firms’ internationalization. The concept of marketing and 

technical entrepreneur is used in the study to understand in more detail the different 

internationalization patterns in different industrial contexts. As a conclusion, as well 

as suggestion, in that article, entrepreneurs can use their own resources such as 

international experience, visions, ambitions and networks as crucial competencies in 

an international expansion (Andersson & Evangelista, 2006). 

2.2.3 Innovation 

Winning business is supported by sustainable competitive advantage. Barney (1986) 

believes that investing persistently in creating or sustaining the competitive advantage 

can contribute to a company achieving an above-average profit. Innovation is vital to 

economic growth and can be a source of sustained, competitive advantage to firms 

(Schumpeter, 1934).According to generic competitive strategy theory (Porter, 1985b), 

technology affects competitive advantage if it has a significant role in determining 

relative cost position or differentiation. Technological change itself is one of the 
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principal drivers of competition (Porter, 1985a). The more innovative the firm is, the 

better its performance (Rohit, John & Frederick，1993). 

Generating innovation is intended to contribute to the organization’s effectiveness and 

competitiveness by creating a new opportunity or even by conducting a novel way to 

exploit an existing opportunity (Drucker, 1985). The innovation-generating 

organizations are those that introduce products, services, or technologies that are new 

to the market (Dougherty & Hardy, 1996).Several authors’ definitions of innovation 

center on “invention plus exploitation”. For instance, Afuah (2003) defines innovation 

as the novel idea or invention and its conversion to a useful application. Roberts (1988) 

defines creating a new idea and getting it to work as invention process, while 

developing and running the innovation commercially as exploitation process. The 

creation of an idea or an invention, and its commercial exploitation, together comprise 

generation of innovation in this paper.  

Innovation stimulus has significant and strong relationships with innovation capacity 

and innovation performance (Prajogo & Ahmed, 2006). However, in their research, 

thhe find that innovation stimulus’ effect is mediated through innovation capacity 

instead of direct effect. Their suggestion is that organizations should develop a 

cultural and behavioral context and practices for innovation (i.e. stimulus), and then it 

is possible to develop innovative capacity. Only within such conducive environments, 

more innovation outcomes and performance can emerge (Prajogo & Ahmed, 2006). 

More effort should be devoted to establishing a baseline level of innovation culture 

and to develop measures to assess innovation culture specifically (Dobni, 2008).  

2.2.4 Focus strategy 

What is strategy? Thompson and Strickland (1998a), in their textbook define a 

company’s strategy by saying it “is the „game plan‟ management ahs for positioning 

the company in its chosen market arena, competing successfully, pleasing customers, 

and achieving good business performance”. Minzberg and Waters (1985) argue that a 

company’s strategy is both (1) deliberate and purposeful actions and (2) as-needed 
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reactions to unanticipated developments and fresh competitive pressures. Hence, 

strictly speaking, strategy is both proactive (intended) and reactive (adaptive).  

Competitive strategy has a narrower scope than business strategy; however, has an 

important role in this area. According to Porter (1985b), competitive strategy is about 

being different. He asserts that companies deliberately choose to perform different 

activities than rivals to deliver a unique mix of value. Porter’s three generic 

competitive strategies are cost leadership strategy, differentiation strategy, and focus 

strategy. A cost leadership strategy is appealing to a broad spectrum of customers 

based on being the overall low-cost provider of a product or service, e.g. because of 

the economies of scale. A differentiation strategy is seeking to produce or to provide a 

different product or service to avoid rivals’ competition. The product clearly 

distinguishes itself from competitors. A focus strategy is concentrating on a narrow 

segment of the total market (Porter, 1986). 

What makes focused strategy stand out from low-cost or differentiation is the 

concentrated attention on a specific narrow market (Thompson & Strickland, 1998b). 

Each segment or niche market has a special requirement for the product or service. 

Aaker (1993) argues that a focus strategy can very well be combined with one of cost 

leadership and differentiation. A focus strategy has to aim at either (1) lower cost than 

competitor in niche market or (2) can provide a better quality of product that applied 

to niche customer. If niche has good growth potential, it can effectively avoid the 

competition from major competitors, because niche is unimportant to the success of a 

big company (Aaker 1993). 

Focus strategy can also be explained from the monopoly and competition aspects. 

Diversified companies will find increasing pressure in a global market. Specialization 

and adaptation will always be a dilemma in international marketing (Doole & Lowe, 

2004). In Trout’s (2000) opinion, when you have a very simple line, with its own 

concept or idea, one product or one brand, you can create a monopoly. You can avoid 

fierce competition when narrowing the focus. When you are focused on a narrow 
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niche, you can become a powerful force in marketing. Other competitors will ignore 

you or avoid competing with you.  

2.2.5 Globalization 

Professor Levitt's theory, the globalization of markets, indicates that the market force 

in future will be companies that produce and sell “the same thing, the same way, 

everywhere” (Levitt, 1983). The global tastes and preferences will converge, due to 

world-wide media and marketing channels. Such companies could take advantage of 

that apparently global convergence of tastes and preferences, driven by world-wide 

media and marketing channels. Even in places where tastes are not converging, they 

could be influenced by the global standardization wave of products and services that 

is spreading over the world (Levitt, 1983). 

According to Jansson (2007), we are experiencing “the third wave of 

internationalization”, which involves companies from mature Western markets 

expanding their influence into Central- and Eastern Europe (CEE), China, India and 

Russia, meanwhile companies from these countries are also entering the world market. 

China and India has been opening their markets to international companies, while the 

CEE countries are integrated into the market of the EU.  

From the company level, what motivates the Chinese companies to go abroad? 

Scholars divided the reasons into proactive and reactive ones (Albaum et al. , 1994; 

Buckley et al. , 2007). There is a theory that argues that some Chinese exporters can 

be defined as informal “diasporas”, which means factories in China produce the 

product while relatives living in other countries can sell it (Walters & Zhu, 1995). In 

the terms of “latecomer perspective” (opposite to the “first-mover advantage”), many 

Chinese companies go abroad to obtain competitive advantage assets that can help 

address their technological shortcoming (Child & Rodrigues 2005). 

Most Chinese companies have used the “Cost Leadership Strategy” (Porter, 1985b) 

when entering the international market. However, in order to maximize profitability, 

some companies will position themselves towards the high-price/low-volume segment 



                                                          Chinese Hidden Champions-Yu & Chen 

 13 

in the foreign markets (Brouthers et al, 2000). This is because these companies have a 

cost advantage compared to Western companies, due to their lower investment in 

R&D, lower capital costs and lower labor costs. It is easy for Chinese companies to 

get higher margins in high-price segments compared with Western companies 

(Söderman, Jakobsson & Soler, 2008). 

If the owners/founders of SMEs have previous international experience, capacity, 

these companies are more inclined to internationalize (Manolova & Brush, 2002). 

High-technology companies are also much more inclined to get involved in foreign 

markets (Hollensen, 2004). In fact, many companies believe that the domestic market 

is not enough for them to get to optimal scale; they choose to expand into foreign 

market as a strategy. As in foreign market competition is not fierce, when domestic 

market is a mature and the products can be transferred abroad, expanding 

internationally makes sense (Mayer, 1987). 

2.2.6 Customer orientation 

In recent decades, customer is a hot concept in the field of marketing. Drucker (1954) 

wrote: “There is only one valid definition of business purpose: to create a 

customer....It is the customer who determines what the business is...” David and 

Shannon (1991) suggest that firms need to understand their customers when facing the 

constantly changing market environment. Kohli and Jaworski (1990) point out that 

customer orientation (they use the term “market orientation”) has been important in 

implementing the marketing concept. Anderson, Fornell and Lehmann (1994) find a 

positive impact of quality on customer satisfaction, and, in turn, profitability. 

Cross, Brashear, Rigdon and Bellenger (2007) indicate that both the company’s and 

the salesperson’s, customer orientation has a positive effect on performance. In this 

study, we see market and customer orientations as being synonymous, because the 

term “market” is always a general expression with means of all the potential 

customers of a firm (Kotler, 1991). 

What content is about customer/market orientation? Narver and Slater (1990) define a 



                                                          Chinese Hidden Champions-Yu & Chen 

 14 

market orientation as an organization culture. They believe that all individuals, in the 

direction of that culture, most effectively act for the creating superior customer values, 

thus, can continuously improve their performance. Rohit, John and Frederick (1993) 

are of the same opinion defining customer orientation as a set of beliefs that all the 

members in organization, including owners, managers and employees put the 

customer’s interest first. Consequently, customer orientation is seen as a part of an 

overall corporate culture. However, Cross, Brashear, Rigdon and Bellenger (2007) 

find that company customer orientation’s positive relationship with performance is 

totally mediated through the salesperson’s customer orientation. Thus, the role of the 

salesperson in implementing customer orientation is extremely important.  

How customer satisfaction is obtained is a matter discussed by many researchers. 

Now it is almost common sense that customer orientation can be implemented 

through a good quality product or service, continuous improvement, and feedback 

from customers. David and Shannon (1991) believe providing fast and convenient 

ways for customers to obtain good quality products and services is the basic step to 

getting customer satisfaction. They also argue that, in order to win a sustainable 

competitive advantage, improvement of existing products and the introduction of new 

products are necessary. Customer-intimacy (Judith, 1996) means providing the 

customer with a well-prepared, systematic solution, which is broader than merely 

good products or services. Customer-intimate companies dedicate themselves to 

knowing what the real needs of customers are and then delivering them. It is said that 

customer loyalties are their greatest asset. Furthermore, feedback from customers is 

definitely important to get customer satisfaction. It contains not only suggestions from 

the customers (Judith, 1996), but also provides a channel for customers to express 

their dissatisfactions (David & Shannon, 1991). Much of the literature on customer 

orientation has emphasized the significant need to evaluate the firm’s performance 

through the eyes of its customers, instead of merely from the company itself, because 

customers are likely to define problems differently (Bolton & Drew 1991). 
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2.3 Analytical Framework  

After we reviewed the literatures and combined the theories, we are proposing an 

analytical framework illustrated in the figure 2.1, which will be used later in the 

analysis of the empirical data collected from the Chinese Hidden Champions.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.1 Analytical Framework (constructed by authors) 
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3. Methodology 

The choice of methodology to apply depends on the choice of the topic. The 

methodology here will be clearly presented in this part. Owing to answer the research 

questions, two qualitative case studies with semi-structured telephone interviews as 

the data collection skill have been chosen. 

3.1 Choice of methodology 

There exist two methodologies for researchers to apply in their scientific study, which 

are qualitative and quantitative method. They are associated with different concepts 

concerning how to study the social reality. At the same time, the research field could 

affect the choice of methodology (Bryman & Bell, 2007). 

Although the two methods are deemed as the valuable tools to investigate the social 

reality, lots of writers on methodological perspectives find it helpful to tell from 

quantitative and qualitative research (Bryman & Bell, 2007). Bryman & Bell (2007) 

suggest that quantitative methodology is described as “entailing the gathering of 

numerical data and exhibiting a perspective of the tie linking between theory and 

research as deductive, a predilection for the natural sciences approach, and as having 

an objectivist conception of social reality”. Conversely, qualitative research is “a 

research strategy that usually attaches much attention to words rather than 

quantification in the gathering and analysis of data, which is considered as inductivist, 

constructionist, and interpretivist”(Bryman & Bell, 2007).  

Due to acquiring a full understanding as to what the main factors of Chinese Hidden 

Champions are, the research strategy chosen in this research is a qualitative method. It 

is appropriate for the purpose of this study to conduct research with this methodology, 

because it could provide the values, perceptions, goals and cultural orientation 

through the words from the respondents’ view within this reality or phenomenon, and 

the opportunities to be flexible and to get extensive view in the process of research.  
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3.2 Choice of research framing 

According to the research questions and purpose of the study, research framing is the 

structure for yielding the empirical data. Then, in this research, the case study is 

chosen as research framing. It is also argued that it is appropriate to build a theory 

from a case study when it is in the early stages of research on a topic, or give a new 

perspective to an already researched topic (Eisenhardt, 1989). Since there are few 

achievements in this research field, it is an appropriate way for us to choose a case 

study upon which to base our research (Yin, 1984). Meanwhile, the case study 

methodology is not limited to the study of a single case. Multiple-case studies are 

considered as extensions of the case study strategy, which have gradually become 

common in the field of business and management (Bryman & Bell, 2007). Therefore, 

it could also help the researchers get a deeper knowledge, and will be suitable for this 

study.  

3.3 Choice of companies 

It is said that the number of chosen companies do not have so much impact on the 

case study methodology (Bryman & Bell, 2007). To qualify as a Hidden Champion, 

based on the former definition, a Chinese firm has to meet three criteria (Simon, 

1996a): 

 Firstly, it must occupy the number one position in its Chinese market or even 

world market. Also, market position is measured by market share. 

 Secondly, it must be small to medium in size and unfamiliar to the general public. 

It should not yield more than approximately €100 million (approximate 1 billion 

CNY) in sales revenue. 

 Thirdly, a Hidden Champion should have low profile.  

Today, about no more than 80 Chinese companies operate as a Hidden Champion 

(Deng & Wan, 2006). However, some of them are “really hidden”; even we could not 

find any information about them. Eventually, according to the criteria, we identified 
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26 companies, sent them an E-mail and telephoned them. We were eager to elicit their 

cooperation for our study, but only 4 out of them replied to us promptly. Hence, we 

choose two of them, St. Allen and Pearl River Piano Group, to be our targets for case 

study. 

3.4 Data collection 

In this study, primary data and secondary data will be collected in different ways. It is 

very helpful to use different kinds of data to improve the results (Bryman & Bell, 

2007). 

3.41 Primary data 

The collection of information for a specific purpose from an original source is primary 

data (Bryman & Bell, 2007). Interviewing is one of the most common and most 

powerful ways for us to understand our fellow human beings (Fontana and Frey, 

1994). Interviewing appears in a wide range of forms to collect primary data. The way 

used in this study is a semi-structured, telephone interview between the researcher and 

the companies’ respondents. The research method of “semi-structured” means offering 

some certain guidelines rather than asking specific questions (Bryman & Bell, 2007). 

We sent the content of the interviews to the respondents before we conducted the 

interviews. The purpose of open-ended interviewing is to get access to the view of the 

person being interviewed (Patton, 1990). Due to this study is explorative; interviewees 

are required to tell their own stories, not only to finish well-structured questions. 

Therefore, the key personnel in the firms, such as founders, CEOs and market 

managers, were contacted. Interviewing is rather like an art (Fontana & Frey, 1994). 

Now that we are not going to be having a face-to-face interviews, we do not need to 

concern much about our interpersonal space and distance, body language and so on 

(Gorden, 1980). However, it is impossible for the interviewers to observe the 

interviewees during the process of the telephone interviews (Bryman & Bell, 2007). 

3.42 Secondary data 

Secondary data is the information that has been gathered, not only for business but 
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also for research purposes. (Bryman & Bell, 2007). Also, this kind of data is often of 

good quality and valuable. In this study, secondary data, such as numbers of 

employment and sales revenue, etc. are going to be collected by visiting the 

companies’ public websites, reviewing other written articles and reading some related 

release reports. 

3.5 Research criteria 

Reliability and validity are the two of the most essential standard for evaluating of 

business and management research (Bryman & Bell, 2007), and so those criteria will 

be applied in this research. Reliability is associated with the issue of whether the 

consequences of a study are repeatable, which is always used referring to the question 

of whether or not the measures that are designed for conceptions in business and 

management are accordant (Bryman & Bell, 2007). The semi-structured interview 

conducted in this study could help the researchers collect the data to be trustworthy. 

Meanwhile, the interview guide (Appendix 1), which was illustrated in the interview 

could also increase reliability. Then, the respondents were told the content of the 

research area before interviews and they had the chance to establish whether the 

answers are correct or not. These processes could enhance reliability as well. In 

addition, validity is related to the integrity of the conclusions that are generated from a 

piece of research (Bryman & Bell, 2007). In order to enhance the validity of this 

research, the primary data should be close to the phenomenon. Therefore, the 

respondents chosen by the researchers are the key personnel of the companies, who 

are highly experienced and have a deeper knowledge of their firms. Besides, in order 

to protect the information of the companies, the respondents are given the choice for 

being confidential or not, which can improve the validity of the sources. Furthermore, 

it is obvious that the coding is a significant phase during the analysis of the qualitative 

data (Bryman & Bell, 2007); coding will receive more attention from the researchers 

to increase reliability and validity. In a nutshell, we rely on the fact that our goal is to 

have a high reliability and validity.  
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4. Empirical Data 

The empirical data from the study will be shown in this part. The basic information of 

each firm is picked up from its public website. Meanwhile, all other data has been 

collected through telephone interviews with the key personnel within the companies. 

As a whole, the primary data account for seventy percent of total data. 

4.1 St. Allen 

St. Allen Co., Ltd.（St. Allen）was first founded in 1986, and shifted their focus onto 

producing nail clippers in 1998. In 1999, the company introduced the first batch of 

nail clippers. After several years of branding, St. Allen nail clippers have occupied the 

domestic market share of 65% and generated more than €30 million in annual sales 

revenue. Nowadays, the firm ranks as the number one position in its domestic market 

and occupies the number three position in its world market. 

Before 1998, St. Allen, led by Chairman Boqiang Liang had already become China’s 

largest man-made jewelry production group. At that time, by selling artificial jewelry 

and souvenirs, Liang had become a multimillionaire. By then, he had found the 

growth in sales of accessories was very limited and could not have their own brand. 

As a result, he resolved to figure out a more promising product for the future of his 

company.  

In the April of 1998, a news item entitled “talking about nail clippers” gave the 

inspiration to Liang who was looking for business opportunities, it mentioned that the 

former Chinese Premier, Rongji Zhu, said, in an industry conference, that he had 

never used good Chinese nail clippers. So Liang had started to have a keen interested 

in this niche market, which had been ignored by his peers.  

In the beginning, he decided to investigate the world and domestic market and 

travelled around more than 50 countries all over the world. Consequently, he 

recognized that the global sales volume of nail clippers was about €6 billion, in which, 

European and South Korean producers accounted for two-thirds, and Chinese and 
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South-East Asian ones accounting for the rest. However, South Korean producers 

dominated the high-end market in China, and other Chinese-made goods were almost 

low-quality. Also, Liang was clearly aware that there were few nail clippers producers 

recognizing the brand value of this product. Most of the enterprises considered nail 

clippers as subsidiary, and OEM, products. Hence, the investigation pushed Liang to 

make efforts to this vibrant market, and confirmed his confidence in building world’s 

largest brand of nail clippers. Subsequently, he launched the dream of clipping nails 

for the whole world. 

At first, the company spent a lot in purchasing 777 nail clippers, which were made in 

South Korea, and decided to be the agent to study the advanced technology from this 

brand. During this period, they absorbed the cutting-edge techniques. Meanwhile, St. 

Allen also invited several experts in computers, and experienced senior engineers in 

producing nail clippers to guide the production and quality control. In 1999, after 

overcoming the difficulties one after another with continuous efforts of the whole staff, 

the first batch of products branded St. Allen came out. Within the same year, the sales 

revenue reached more than €6 million and succeeded in attaining the number one 

position in the domestic market. After that, St. Allen has experienced brilliant 

achievements, one-by-one. In 2000, St. Allen defeated the biggest competitors to win 

the largest global order in nail clippers, to the sum of 2 million. In 2001, St. Allen 

obtained the certificate of qualified nail clippers which was awarded, for the first time 

in history, by the Chinese Ironware Association. Today, St. Allen is the largest 

producer of nail clippers in China who holds a 30,000 square-meter plant in 

Zhongshan with 800 workers and over 60 senior engineers, high-tech automated lines 

and quality control and a professional R&D department. The range made by St. Allen 

now exceeds two-hundred products. 

St. Allen always firmly keeps the goal of being the best and largest manufacturer of 

nail clippers in the world. The company also puts forward the new concept of being 

the psychological market leader in guiding the development of the industry and 

making rules for the market. To this point, St. Allen was authorized to draft the new 
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industrial standard of nail clippers and this standard was officially sanctioned and 

implemented in December 2002. Thus, St Allen had taken up the mission of 

implementing the new standard. During the following years, almost all the innovation 

in Chinese nail clippers comes from St. Allen, both technological and managerial.  

St. Allen never plans to compete with its rivals in cost; on the contrary, it intends to 

make a new position and to enact new rules of industry for the nail clippers industry. 

So, the updating of technology is always receiving more attention in this firm. Owing 

to designing new products and applying for unique patents constantly, Liang was 

especially keen to form a professional R&D department. He is always convinced that, 

when you capture the unique value of any industry or product, you should spare no 

efforts to win the first place. At present, St. Allen has developed 37 new practical 

techniques, and more than 120 patents. For instance, the folded nail clippers can hide 

blades, which would alleviate the risk of injury and damage to clothing. In 2004, the 

company introduced a new patent which was characterized the fact that it consisted of 

two pieces of steel. Today, Liang gives his professional team another new challenge of 

creating nail clippers with only one piece of steel.  

Besides, innovation could secure the company’s leading position and sustained 

competitive advantage, which is consistently perceived by every employee of St. 

Allen. They consider that innovation includes not only technology, but also 

management, marketing and promotion, and even the atmosphere and spirit in the 

company. Nail clippers are a low-value durable consumer product. In order to get a 

breakthrough in the market, the products should be changed all the time. According to 

the manager of the marketing department in St. Allen, cultural factors, such as 

thematic signs, various cartoon characters and the world’s landscapes are illustated on 

the nail clippers to become fashionable and valuable. In addition, the company 

generated another creative product which performed the same function as a calling 

card and draws the attentions of the male consumers.  

The founder of the theory of Hidden Champions, Professor Herman Simon, has even 

visited St. Allen and he said that the quality of this product was 100 times better than 
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the nail clippers that his mother gave him as a ten-year old. Indeed, the company often 

puts great emphasis on the quality of the product itself. In 2000, because of not 

meeting the internal control criteria, a quantity of products, weighing 35 tons, and 

valuing at more than two million CNY, was destroyed. It is self-evident that St. Allen 

has built a sound market image and left a good impression among the customers.  

Selling products across the counter was not enough for Liang so, in 2004, he decided 

to rebuild the marketing network, suggested the establishment of the St. Allen 

Business School, and introduced franchising. In other words, the project named “315 

Hatcher” was conducted by the company, which aimed to invest 10 million CNY to 

hatch 500 franchisees within 3 years. Furthermore, the business school could help 

these franchisees to master sales skills and to inspire loyalty for the company. 

Terminal sales points of St. Allen have now reached ten thousand units.  

Apart from this, St. Allen tends to cooperate actively with international brands. At 

present, more than ten world renowned brands, such as Kitty Cat, Disney, Winnie the 

Pooh etc., have established a cooperative relationship with St. Allen. Take Disney as 

an example; it gives various OEM orders to St. Allen each month, amounting to 

upwards of €0.3 million. In St. Allen, the overseas sales volumes account for 35%. 

Their products are selling well in 40 countries and regions, including Europe, the US, 

South East Asia, Hong Kong and Macau.  

In addition, St. Allen always produces the nail clippers according to the tastes of 

customers, and enjoys a smooth and solid relationship with target consumers. In 

customers’ minds, the brand enjoys a high reputation and ranks as first place. The aim 

for the company is to allow customers to experience intimate, face-to-face advisory 

services. For instance, the sales department often sends free products to the customers 

who have never used St. Allen’s products. It is without doubt the fact that this way of 

getting closer to customers could be treated as a potential promotion for St. Allen.  

St. Allen will always focus on developing nail clippers and will spare no efforts to in 

pursuing the dream of retaining the number one position in world’s market.  
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4.2 Pearl River Piano Group  

Pearl River Piano Group (PRPG) was established in 1956, and it now owns the largest 

piano factory in the world. PRPG’s factory, which produced approximately 83,000 

pianos around the globe in 2008, is located in Guangzhou, China. PRPG now exports 

to more than 80 countries all over the world. Now PRPG dominates the domestic 

market, has a market share of 13% in America and enjoys a high growth.  

PRPG is a Chinese government-owned company, derived from Guangzhou Piano, 

established in 1956. In the beginning, the factory only could produce 4 upright pianos 

per month. At the same year, Zhicheng Tong, who is considered as crucial leader for 

the firm, today was recruited into this factory. At first, Tong needed to do all sorts of 

work, such as painting, assembling and tuning. That was a special opportunity for him 

to learn and experience a lot about pianos. And he has worked in this factory for 

half-a-century. 

By the beginning of the 1980s, PRPG had become one of the four well-known piano 

brands in China. It was always sold out of stock and obtained a great number of orders. 

While this was a perfect situation, Tong still wanted to challenge the company further 

by entering the biggest market, the USA. 

Tong became the leader of PRPG in 1992, after he had been working there for 

thirty-six years, and when he was fifty-one years old. With less-informed of the world 

market, Tong took it for granted that it would be easy to fight in a new market. In the 

annual fair of the USA instrument industry in 1994, PRPG started their way to explore 

the USA market. While attending the exhibition, Tong found an unexpected fault after 

his opening the package of pianos. The strings of the pianos were totally rusted and 

the surface of product was badly scratched. There only remained a few hours before 

the show opened. They used some oil painting to cover. What is worse, it made the 

piano like an inharmonious painting. Of course, it was a terrible exhibition and no 

accomplishment was achieved.  
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However, it was a landmark in the PRPG history. It was the first time they realised 

there was a huge gap between PRPG, and world’s first-class piano brands. As Tong 

stated in all seriousness, it was “an impressive lesson to push us forward”. Owing to 

the shame, Tong realized the necessity for the Chinese piano industry to introduce the 

advanced techniques from western countries like Japan, Germany and the USA. 

Meanwhile, PRPG set company the goal of being a world leading piano producer. 

Tong argues that this goal is a very important part of organization’s culture, that can 

offer the clear direction for growing, and is a valuation of company and individual 

performance. In order to accelerate their speed of development, they resolved to take a 

great deal in the global market. The prospect for PRPG was to become a market 

leader in the global piano market, and “produce the first Chinese piano to perform at 

the Vienna Concert”. 

Then, Tong spent a lot of effort and money to invite the world famous talented 

engineers to be PRPG’s technical advisors. The given stories are about two arrogant 

Germans. Indeed they were well-known piano designers at the time and still are to this 

day. When they got the sincere invitation from Tong, one of them answered, “there 

are only two countries around the world to which I will never go, they are India and 

China”. Even though it was a national insult, Tong ignored it but pursued his sincere 

invitation. Eventually, the designer, who was moved by this organization decided to 

be an advisor. The other man told Tong, without courtesy, “It is impossible for your 

company to afford my high salary and other special requirements.” Although the 

salary he asked for was almost one thousand times than average level in China at that 

time, Tong still decided to employ him immediately. Later, the two German advisors 

definitely brought an impressive improvement in timbre, which was called as 

“European Tune” to PRPG. 

Another achievement was to recruit a knowledge manager who had retired from one 

of the famous piano factories in the USA. The old man started his second career in 
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PRPG, and solved more than 40 key technical issues. It is said that he is the 

underpinning of PRPG’s steady quality.  

In the meantime, big capital began to be invested in PRPG during the 1990’s when it 

constructed a new one-million-square-feet factory. Pearl River introduced numerically 

controlled machines from the USA, Germany and Italy, to produce all the company’s 

key and action parts. More than 250 engineers and technicians were focusing on 

improving quality at each step in the production process as well as machine design. 

The company also installed air conditioning to keep humidity levels constant. It is not 

difficult to find experts from other countries in this factory. Even today, facing a big 

economic recession, the company regards the situation as an opportunity to buy other 

factories, their techniques, as well as key materials. “We are now facing the biggest 

opportunity to integrate the global human resource, techniques and brand in this 

industry”, the Chairman of the board, Weilin Huang, said. PRPG is going to establish 

a new factory in Eastern European, due to Euro’s big depreciation compared to CNY.  

After the disappointing performance in previous fairs, PRPG has never stopped their 

venture into international marketing. In October 1999, its first foreign subsidiary was 

opened in Ontario, California. In the first year, the volume sold in the USA was only 

near to 1000. Then, the market consumer capacity decreased a lot due to the big crisis 

in 11
th

, Sept, 2001. PRPG has defeated its biggest rival, Yamaha Piano, because of the 

extraordinarily lower prices. Nevertheless, the price war was not the only strategy 

making PRPG succeed in the North American market. The company also used an 

excellent localization strategy to get high valuation from customers. They made “their 

customers” the essential ingredient and magnified the service’s role when dealing 

with customers. PRPG is ready to exceed their customers’ expectations through 

optimum product availability, direct addressing of the target groups and quality 

control at the production site. More than 300 retail dealers have been established in 

the North American market, supplying PRPG products and services. PRPG also set up 

a website forum to communicate with customers. PRPG is said to be one of the few 

foreign manufacturers with a U.S.-based technical support team. The success story not 
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only happened in the North American market, but also in the European market, and 

other countries like Mexico and Brazil. 

Despite the tremendous growth in production, PRPG continues to improve quality 

standards. The company’s complete line of grand and vertical pianos, including all 

parts and components, has been awarded the International Standards Organization 

ISO 9001 Certification in 1998. In July of 2007, the company was also awarded ISO 

14001, which means international environment standards. PRPG is the first Chinese 

piano company to receive both these independent certifications. 

PRPG’s high quality and incremental world-wide reputation has resulted in strong 

relationships with prestigious American, Japanese and German piano brands. Many 

other world leading piano makers, and three top piano retailers in the USA, have 

made a joint venture with PRPG. PRPG has now become the world biggest piano 

factory, producing all sorts of pianos and is still growing fast. 
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5. Analysis 

In this section, the empirical data of the two chosen companies will be analyzed 

according to the analytical framework.  

5.1 Goal 

To begin with, the two chosen companies, St. Allen and PRPG, are well-informed of 

their own specific markets and purse the clear goal of being market leader. St. Allen 

wanted to be the number-one in the world market, while PRPG set up their goal to be 

the world’s largest piano producer.  

Goals are directions which all the paths and actions the company has chosen relies on 

(Thompson & Strickland, 1998a). It is not easy for managers to keep pace with the 

company’s direction without any goal, because sometimes there will be uncertainty 

that exists in the business life. For example, because of lacking of experience, when 

PRPG tried to enter the American market and introduce advanced technology, they 

were confronted with various obstacles. Nevertheless, clear goal makes PRPG stick to 

their exploration of the world market.  

In Trey and Brian’s article (1992), goals inspire individuals and groups to achieve the 

perfect. And goals are also used as the basic rule for assessing and controlling the 

activities of the whole organization. As Tong mentioned, being the number-one in the 

world market would motivate their individuals and organization, and it is also a very 

important part of their organizational culture.  

In addition, there are some advantages to being a market leader. Porter (1985a) 

mentioned that market leadership means defining the standards. Likewise, Thompson 

& Strickland (1998b) argue that pioneering helps build a firm’s reputation and image. 

To prove it, St. Allen has already had the right to make market rules, and put forward 

new concepts, as a market leader. The brand has undoubtedly been considered by 

consumers as the number-one in their mind. Actually, St. Allen is not only the market 

leader, but also has created a new market. In the beginning, there was no factory that 
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could produce high-end nail clippers. However, the company generated fashionable, 

valuable and high quality products in the Chinese domestic market. What is more, the 

company invented another creative product which also functioned as a calling card.  

5.2 Entrepreneur 

The entrepreneur’s managerial and planning skills are the most important factor in the 

small businesses (Gaskill, Van Auken & Manning 1993). After comprehensive 

investigation, Liang found there was an opportunity to explore the market of nail 

clippers. Then he made a feasible strategy for the long run. Coincidentally, Tong, the 

leader of PRPG, in order to enter the USA market, made the process of 

internationalization step-by-step such as attending local annual fair and establishing 

overseas subsidiaries. In other words, it is an evident that both of them have a strong 

insights and vision.  

Birley and Westhead (1993) find that mature entrepreneurs are more likely to be 

successful in their businesses because of accumulated experience. It is obvious that 

founders initiate follow-on ventures within the same, or closely related, industries as 

their prior businesses (Starr & Bygrave 1991). Given the data, Tong spent more than 

thirty years working in the piano industry before becoming the CEO. Although Liang 

was not familiar with the new market, he was a veteran in the business and sensitive 

to the Chinese macroeconomic environment. This previous personal experience 

offered them much help in planning and managing. 

Besides, there is no doubt for leaders implementing the task to be the core values and 

spirit of a company (Simon, 1996a). During the interviews, the two entrepreneurs 

expressed their strong ambitions to push their enterprises to stand on the top of the 

world. The two organizations are deeply influenced by their confidence and 

persistence.  

Andersson and Evangelista (2006) argue that the individual level is a good 

perspective for understanding of firms’ internationalization. In this context, Liang led 

St. Allen to be active in cooperating with world famous brands. Also, Tong pushed 
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PRPG to expand into foreign markets. 

Therefore, the leaders play key roles in affecting success of the Hidden Champions, 

for within them burn the fires that drive their companies (Simon, 1996a). There is no 

denying the fact that the two entrepreneurs of these firms are the source of the 

companies’ thriving.  

5.3 Innovation 

Technology is the most important ingredient of innovation. Technological change 

itself is one of the principal drivers of competition (Porter, 1985a). Similarly, the two 

enterprises spared no efforts to improve the technological level of products. St. Allen 

attached more attention to the updating of technology. Owing to the continual efforts 

to design new products and the need to apply for unique patents, the company has its 

own professional research and development department. PRPG devoted plenty of 

money and time to introduce the advanced technique from western countries. 

Nevertheless, innovation should not be viewed only to products; rather, every aspect 

of a business offers opportunities for innovation (Simon, 1996a). Dobni (2008) 

suggests more effort should be devoted to establishing a baseline level 

of innovation culture. The performance of St. Allen shows their deep perception of 

this point of view. They noted that innovation in their conception includes not only 

technology, but also management, marketing and promotion, and even an atmosphere 

and spirit in the company. At this point, it is illustrated that the innovation of enlarging 

marketing channel such as “315” project. 

So, whether we look at the company policies or their daily practices, their awareness 

of innovation is pervasive. Meanwhile, innovation is a source of sustained competitive 

advantage to firms (Schumpeter, 1934).  

5.4 Focus 

Both of the two Chinese Champions define their markets narrowly, and serve them in 

a highly focused way. They are relatively well-informed of the target markets. After 
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choosing new area, St. Allen only focused on nail clippers, and devoted itself to 

producing this kind of product. The PRPG spent several decades in manufacturing the 

piano and has become the biggest piano factory with improved quality in the world.  

A focus strategy takes its advantage by lowering costs to a greater extent than its 

competitors in niche markets and providing a better quality of product that applied to 

niche customer (Thompson & Strickland, 1998b). On the basis of focusing, St. Allen 

created a patent which was characterized by virtue of it consisting of two pieces of 

steel, which reduced the cost of production.  

Focus strategy can also lead the company to becoming a monopoly. According to 

Trout’s (2000), a very simple line, with one own concept, producing one product or 

one brand, can create a monopoly. St. Allen and PRPG are both focusing on a narrow 

niche, and are the leaders of the market and the dominant forces in specific markets. 

Other competitors will avoid competing with them. Most obviously, St. Allen makes 

the rules of the market and leads the industry.  

5.5 Globalization 

Referring to the data, it is evident that both companies follow the track of going 

abroad, especially for PRPG. Pursuing high profits, some companies will position 

towards the high-price/low-volume segment in the foreign markets (Brouthers et al, 

2000). Although PRPG had become one of the four well-known piano brands in China, 

realizing this situation, it outspread the USA market for further earnings. St. Allen 

also actively cooperates with international brands to maximize revenue. 

Niche markets can be made large enough through a global scope，which could bring 

sufficient economies of scale and experience curve effects (Simon, 1996a). In fact, 

PRPG believes that the domestic market is not enough for them to get optimal scale: 

they choose to expand abroad market as a strategy. 

From the data, it has been easy to establish that they divided the whole market to 

domestic and foreign parts. The two parts are of almost equal importance to them. 

Even though the two firms try to go global, they do not tend to rely on the foreign 
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markets. 

5.6 Customer 

PRPG makes “their customers” the essential ingredient and uses an excellent 

localization strategy to get high valuation from customers. St. Allen always produces 

the nail clippers to adapt to the requirements of customers and establishes a healthy 

and stable relationship with target consumers. Drucker (1954) argues: “There is only 

one valid definition of business purpose: to create a customer....It is the customer who 

determines what the business is...” 

David and Shannon (1991) believe that providing customers with good quality 

products and services is the basic step to achieving customer satisfaction. 

Improvements of existing products, and the introduction of new products, are helpful 

for companies to win a sustainable competitive advantage. PRPG continues to 

improve quality standards. The awarding of ISO 9001 is strong proof of their efforts. 

In order to meet the internal control criteria, a group of products, valued at more than 

two million CNY, were destroyed by St. Allen. As a result, St. Allen built a good 

organizational image and left a good impression among the customers.  

Superb service is a crucial aspect of approaching customers, especially in an overseas 

context, service must be worldwide and fast (Simon, 1996a). Selling products across 

the counter was not enough, so St. Allen established a business school and introduced 

franchising. These strategies helped the company and the sales staff to improve their 

service continually. For a higher reputation, PRPG also did a lot to obtain the 

certificate of ISO 14001, which means international environment standards. 

Feedback from customers is definitely important to get customer satisfaction (Judith, 

1996). Bolton and Drew (1991) believe there is significant need to evaluate the firm’s 

performance through the aspect of its customers, because they are likely to define 

problems differently. PRPG has set up a website forum to communicate with 

customers. In this website, there is a lot of feedback from the customers, both positive 

and negative. 
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6. Conclusion and Discussion 

The conclusion of this thesis will be outlined in this section to answer the research 

questions. Then some implications will be followed. Additionally, the limitations of 

the research and suggestions for further research will be mentioned in this final 

chapter as well.  

6.1 Conclusion 

The findings of this study reveal some significant conclusions on Chinese Hidden 

Champions. The following can answer the original research question, which is to 

ascertain what the main factors are that contributed to success of Chinese Hidden 

Champions. Firstly, the champions have clear and firm goals, which inspire and push 

them forward to be the market leader. To some extent, the goals of being market 

leader also have a positive influence on their performance. Secondly, managerial skills, 

previous experience and the entrepreneurial spirit lead Chinese Hidden Champions to 

grasp opportunities and implement suitable strategies. Also, they identify innovation 

not only technology but also in the presentation of their own organizational culture. At 

the same time, the champions continually focus on a narrow niche market, about 

which they are well-informed. Besides, the overseas markets make great contributions 

to the sales volumes of Chinese Hidden Champions. However, the firms do not 

strongly rely on them. Last but not least, customer orientation, implemented through 

good quality product or service, communication and high reputation improve their 

performance. 

Based on the answers to the first question, this study also finds some new points 

beyond Simon’s concept of Hidden Champions, which satisfactorily answers the 

second question the authors previously proposed. In the first place, this study found 

that St. Allen has special conditions which are beyond what Simon had discovered. St. 

Allen is not merely a champion in the market, but also has created a new market. Its 

excellence and triumph can be explained by blue ocean strategy which has not been 

mentioned in Simon’s study. Blue ocean strategy (Kim & Mauborgne, 2005) suggests 
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companies should avoid bloody competition in the red ocean by creating uncontested 

market space which makes the competition irrelevant. Common strategy is about 

dividing up existing demand and benchmarking competitors, whilst blue ocean 

strategy is about stimulating demand and breaking away from the competition. 

Moving first as the market creator can institute high entry barriers to prevent 

competiton (Thompson & Strickland, 1998b). Indeed, St. Allen established the blue 

ocean market in the Chinese nail clipper industry to effectively avoid bloody 

competition.  

Next, two chosen companies have different patterns when facing the overseas markets. 

Simon believes that hidden champions are true global firms, who view the whole 

world as their market and act accordingly. However, what both Chinese Hidden 

Champions have shown is that they treat the domestic market as a specific market, 

even as their main market, which is different with companies from Germany 

illustrated in Simon’s study. The main reason is the Chinese Hidden Champions own a 

huge domestic market, which is still growing at a high speed. To some extent, the 

Chinese market is immature compared to that of Western countries, which also 

depends on specific industries. This is the case with St. Allen, which is exploring a 

new market in China, while PRPG is establishing in a relatively mature industry. So, 

the two companies have different situations in internationalization. For a different 

reason, Chinese companies always expand into East Asian and South-East Asian 

countries firstly, according to psychic distance. Psychic distance is “concerning 

factors such as differences in language, culture, political systems, etc., which prevent 

the flow of information between the company and the market” (Johanson & Vanhlne, 

1977). Since there is a great psychic distance between China and Western Countries, it 

is more difficult for them to achieve big sales in Western Countries. 

6.2 Implications 

It has been shown that there are views which differ from Simon’s concept because of 

the particular characteristics of each market. This study highlights blue ocean strategy, 

and the characteristic of the domestic market. From this perspective, this study could 
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promote the original theory of Hidden Champions. It is also proved that not all 

Western theories totally adapt to each condition, especially to those developing 

countries, or transformational economic entities. 

Meanwhile, earlier research in the area of the features and determinants underlying 

Chinese Hidden Champions, such as Deng and Wan (2006) and Chen and Zhao 

(2006), just only got some scattered points not comprehensive ones. This paper 

investigated this problem in a systemic way and considered the issues from different 

perspectives. What is more, their studies place more emphasis on practice. However, 

there is still no academic research into Chinese Hidden Champions. So this study is 

trying to fill in the blanks. 

In addition, these investigated firms also belong to the area of SMEs. Even though the 

conclusions drawn by the researchers are aimed at Hidden Champions, they could 

provide the Chinese SMEs with useful guidance for better growth, and help academics 

and researchers gain new insights as well. For instance, focus could be suitable 

strategy for SMEs to implement in their initial stage.  

6.3 Limitations 

There is no doubt that this research also suffers some limitations that could influence 

the outcome of the study. It is obvious that this study is trying to find out the 

generalities of Chinese Hidden Champions. However, it is often argued that the scope 

of findings of qualitative investigations is confined (Bryman & Bell, 2007). To some 

extent, it is difficult to sum up comparatively precise general conclusions according to 

the results of this dissertation, because it is composed of only two case studies. 

Furthermore, owing to geographical reasons, face-to-face interviews were not 

conducted in this research. It was impossible for the researchers to observe the 

interviewees during the process of interviews. This might have affected the quality of 

primary data. 

6.4 Further research 

It is shown that this study focuses on the field of factors in influencing Chinese 



                                                          Chinese Hidden Champions-Yu & Chen 

 36 

Hidden Champions. However, inevitably, there also remain some other aspects of 

Chinese Hidden Champions that could be further investigated by researchers in the 

future. During the process of development, this kind of company could be confronted 

with challenges as well. For instance, the Hidden Champions have to take the risk of 

staking their success on a single market or even a single product. If the situated 

market grows at a slow speed, or a substitute appears, the champions have to deal with 

an urgent situation. Furthermore, the issue of management succession is a pressing 

problem for each company as well, especially for small family firms. Then, as 

presented in the empirical findings, these companies are just Chinese champions 

whose quality and brand effect has a comparative gap between them and world 

champions. After that, problems will arise such as how these domestic champions 

solve the pressing difficulties and become real world champions. All of them are 

recommended for further study. 
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Appendix 1:  

Semi-structured interview guide: 

Questions are about internal factors and external opportunities of chosen companies. 

The following questions will be used only for intended research and the answers can 

be treated confidentially, if preferred.  

A. Basic information 

1. What is your title in your company? 

2. What is your education background and work experience? 

3. Do you wish that your answers staying anonymous in this study? 

B. Features and determinants  

As is shown in earlier research, some empirical articles try to investigate and identify 

the factors underlying the performance of Hidden Champions. The results of these 

studies reveal various views from different angles. Therefore, borrowing and 

modifying the thoughts from the former research, this study will mainly focus on the 

internal factors and external opportunities underlying the Hidden Champions.  

B1. Internal factors 

Internal factors are illustrated in our theoretical framework and consisted of company 

goal, entrepreneur and innovation. Goals provide organizations with direction and 

aspiration. They are used as the basic rule for accessing and controlling the activities 

of the organizations. It is important that entrepreneur is the brain of the organization, 

and is making and executing a good strategy for organization’s success. In addition, 

innovation is always discussed as the key to enhancing competitive competence. 

4. Do you think you are the market leader in your field? How do you attain and 

defend your leading position? What role do goals and visions play toward your 

success and how are they implemented? 
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5. What characteristics and qualities of your entrepreneur do you think to make your 

business success?  

6. What is your perception of innovation? What efforts has your company made 

within the innovation? How do important innovations affect the performance?  

B2. External opportunities 

Focus strategy, globalization and customer orientation comprise external opportunities. 

It is obvious that focus strategy is an important competitive strategy, which could help 

the firms obtain the sustained competitive advantage. Subsequently, many companies 

believe that the domestic market is not enough for them to get optimal scale, they 

choose to expand into foreign market as a prominent strategy. Besides, customer is a 

hot terminology in the field of marketing and plays the role of evaluating the firm’s 

performance. 

7. Do you have a clear position of your product in the related market? Do you think 

that you are well informed about the market? What is your excellent market strategy? 

8. What percentage of your total sales does your overseas sales volume account for? 

Why do you decide to go abroad? What is the main method for you to implement the 

strategy of globalization? 

9. What is your conception of customer? How can you evaluate the relationship 

between your organization and customers? Could you give some real examples of 

your endeavor in this situation? 

Extra comments related to your success: 

Thank you for your participation! 

Huahong Yu and Yun Chen 

International Marketing, Master’s level 

Halmstad University 


