
Organisational Excellence in a Norwegian 
Context - an investigation into the factor structure 

of Sharma et al.’s Excel questionnaire 
 

by 
 

Dag Aadne Sandbakken 
 

HWP 0412 
 

Working Paper Series 
 

Henley Management College 
Greenlands 

Henley-on-Thames 
Oxon  RG9 3AU 

 

The opinions and ideas expressed in this paper are those of the author(s) alone.  Henley 
Management College does not necessarily concur with any of the opinions expressed 
herein. 
 
The author(s) invites both comments and discussion from anyone who may read a paper 
in this series.  If you have any suggestions which may be helpful to the author(s), then 
please write to them, c/o The Editor, at the address shown above. 
 
Copyright 2004.  All rights reserved.  No part of this work may be reproduced 
without the written permission of the author(s). 
 
ISBN 1 86181 191 8 





1

As part of a doctoral study investigating the relationship between leadership practices and 

organisational performance, 348 Norwegian leaders evaluated the performance of their 

organisations using the Excel questionnaire (Sharma, Netemeyer & Mahajan, 1990). 

Previous research suggests a strong positive relationship between organisational excellence and 

organisational performance. The Excel questionnaire was developed to measure the eight 

attributes of organisational excellence defined by Peters & Waterman (1982). Rather than 

forming eight characteristics, a factor analysis found a three factor Excel construct in a 

Norwegian context.  However, an imposed four-factor structure could conceptually prove more 

valuable for practitioners. 

 

Introduction 
This study sets out to examine the organisational excellence construct initially put 

forward by Peters & Waterman (1992), as operationalized by the Excel questionnaire 

(Sharma, Netemeyer & Mahajan, 1990), in a Norwegian context. The Excel questionnaire 

was developed in a US context and designed to measure the eight attributes of excellence 

(Table 1) that characterize “excellent” organisations. . 

 

Table 1.   Peters and Waterman’s (1982) eight attributes of excellent companies. 

1 A bias for action – getting on with it and overcoming the inertia that often comes 
with size. 

2 Close to the customer – understanding the needs of “lead” users and providing the 
desired levels of service, quality and reliability. 

3 Autonomy and entrepreneurship – devolution, providing space and support for 
creative ideas that lead to innovative product and service launches. 

4 Productivity through people – people are seen as the primary source of productivity 
gains. 

5 Hands on, value driven – the organisation’s values result in a distinct and binding 
culture, which gives direction to action by all members. 

6 Stick to the knitting – concentration on, and development of the organisation’s areas 
of distinct competence. 

7 Simple form, lean staff – simple organisation structures, with efficient management 
supported by small staff teams. 

8 Simultaneous loose-tight properties. 

The Excel questionnaire (Sharma et al., 1990), presented in Table 2 below, is a 16-item, 

7-point Likert-type instrument where 1 represents “Strongly Disagree” and 7 “Strongly 

Agree”. The overall construct of corporate excellence is viewed as those managerial 

practices that lead to sustained performance.  The Excel instrument has also been used 
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and validated  by independent researchers, such as Caruana et al. (1995) and Brett, 

(2000), and is published in “Handbook of Marketing Scales” (Bearden and Netemeyer, 

1999). 

 

Table 2. The Excel questionnaire (Sharma et al., 1990) 

Item Item wording 
1 The organisation is flexible and quick to respond to problems. 
2 This organisation is flexible towards people, but administers discipline when 

necessary. 
3 We have a small, but efficient management team. 
4 This organisation develops products (and/or services) that are natural 

extensions of its products/services. 
5 This organisation concentrates on products (and/or services) where it has high 

levels of skills and expertise. 
6 The organisation’s values are the driving force behind our organisation. 
7 In this organisation we instil a value system in all our employees. 
8 It is the belief of management in this organisation that its people are of utmost 

importance to the organisation. 
9 The organisation truly believes in its people. 
10 In this organisation we encourage employees to develop new ideas. 
11 This organisation believes in experimenting with new products and ideas. 
12 In this organisation the management creates an atmosphere that encourages 

creativity and innovation 
13 The organisation believes that listening to what customers/clients have to say is 

a good skill to have. 
14 This organisation considers after-the-sale service (and/or follow up of 

customers/clients) as important as making the sale itself. 
15 We provide personalized attention to all our customers/clients. 
16 This organisation has a small staff that delegates authority efficiently. 

The Excel scale builds on the assumption that there is a positive relationship between 

excellence and company performance (Peters and Waterman, 1982; Sharma et al., 1990; 

Caruana et al., 1995; and Brett, 2000). It further assumes that subjective evaluations are a 

reliable means of measuring performance, as stated by among others Pearce, Robbins & 

Robinson, (1987). 

 

Researchers initially heavily criticized the Excellence construct as not meeting the more 

rigorous academic requirements of reliability and validity. However, Caruana et al. (1995) 

claim that Excel, as developed by Sharma et al. (1990), provides the researcher with the 

greatest possibility thus far identified of testing Peters and Waterman’s (1982) eight 

attributes of excellent companies. The instrument has been developed following 
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procedures outlined by Churchill (1979). The authors have further reported alpha 

coefficients (Cronbach, 1951) of .89 and the existence of content and convergent validity. 

The statistical reliability, as well as the content and convergent validity of Excel, has been 

confirmed in independent studies by, among others, Caruana et al. (1995). 

 
The Study 
This study focuses on the factor structure of the Excel construct in a Norwegian context, 

and thus how “organisational excellence” can be interpreted in Norway. It is hoped that 

the study will shed further light on the issue from a cultural perspective different from 

previous studies conducted in the US (Peters and Waterman, 1982; and Sharma et al., 

1990) and UK (Caruana et al, 1995), and help Norwegian and other leaders focus their 

efforts for better organisational performance and results. 

 

The respondents in this study consisted of MBA and Master of Management (MM) 

alumni from the Norwegian School of Management (Handelshøyskolen BI) working in 

managerial and specialist roles in a cross-section of private and public organisations. 

Given the age of the respondents (see Table 3) as well as their educational background, 

the sample could best be described as a judgement or purposive sample (Churchill, 

1999), where it is expected the sample elements can serve the research purpose because 

they can offer the contributions sought.  

 

Table 3. Age group and number of respondents (N=348) 

Age group 20-29 30-39 40-49 50-59 60-69 

No of 
respondents

1 67 159 109 14 

The wording of the original Excel questionnaire used the word “product” in questions 4 

and 5. Caruana et al. (1995) noted some respondents in their survey indicated their firms 

did not have “products”.  Given the changes that have occurred toward more service-

oriented industries over the last twenty years, the word “service” was added to make the 

questionnaire more relevant. For the same reason the words “client” and “customer” 

were added to question 14. A total of 1439 questionnaires were distributed by mail and e-

mail as part of a wider doctoral study investigation the relationship between leadership 

practices and organisational performance. Responses were collected over a one-month 
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period in October and November 2002. Because of incorrect addresses, 159 

questionnaires were returned, and only 1280 questionnaires were received by the 

respondents. Three hundred and ninety-six useable responses were returned, 

representing a response rate of 30.9%, which can be viewed satisfactory in relation to 

previous doctoral studies by, among others, Brett, (2000) and Lindgren, (2000).   

 

Of the 396 useable responses received, the overwhelming majority was evaluations of 

Norwegian leaders and organisations, and more than 90% of the respondents were 

Norwegian as well. Eliminating non-Norwegian responses in order to create a sample 

less subject to cultural bias, the sample for the research, before correcting for outliers, 

consisted of 357 cases; 307 males, 48 females and 2 cases where gender was not reported. 

Hair et al. (1998) suggest 350 cases are more than sufficient as a basis to perform data 

analysis and draw conclusions. 

 

Missing data were dealt with applying mean substitution (Hair et al., 1998), which has the 

advantage of providing all cases with complete information, thus allowing the whole 

sample (N=357) to be included in further analysis. Outliers falling outside 3 standard 

deviations are described as atypical for the sample by Hair et al. (1998), and were deleted. 

Thus, the final sample for analysis consisted of 348 cases. 

 
Initial analysis 
The first step of the factor analysis process was to examine the correlation matrix 

(Appendix 1, Table A 1) for possible low loadings that might lead to the deletion of 

items. The correlation matrix generally showed inter-item correlations above .3 (Hair et 

al., 1998; Pallant, 2002) with more than 50% of the other items. However, item 5 was 

identified as a possible candidate for deletion with an inter-item correlation of below .3 

with seven of the fifteen other items. Descriptive statistics for the Excel scale are shown 

below in Table 4, while a comparison of Cronbach alphas with previous 

research is shown in Table 5.  

 

The first part of the study replicates the works of Sharma et al., (1990) and Caruana et al. 

(1995). Table 4 shows the mean and standard deviations for the individual items in the 

scale and for the overall scale. The average scores are all relatively high. On a scale from 

1 to 7, scores range from the lowest score of 4.07 for item 12 (“In this organisation the 
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management creates an atmosphere that encourages creativity and innovation”) to the 

highest score of 5.46 for item 13 (“The organisation believes that listening to what 

customers/clients have to say is a good skill to have”). Item 3 (“We have a small, but 

efficient management team”) has the largest standard deviation (st.dev.1.80), while item 

13 (“The organisation believes that listening to what customers/clients have to say is a 

good skill to have”) has the smallest (st.dev. 1.36).  

 

The average score for the full Excel scale is 74.43, with a standard deviation of 17.08. 

The mean of the summated scale is 4.6 with a standard deviation of 1.1. The overall 

reliability of the Excel scale is very high, with a Cronbach alpha of .92, the same as found 

by Caruana et al. (1995), and slightly higher than the .89 initially reported by Sharma et al. 

(1990). 

 

The relationship between the individual items and the total score is shown in the “Item 

to Total Correlation” column of Table 4. Nunnally (1978) and Hair et al. (1998) suggest 

that as a rule of thumb, only items with a value above .05 should be retained for further 

analysis. With a value of .444, item 5 (“This organisation concentrates on products 

and/or services where it has high levels of skills and expertise”) falls below this level. 

Further, the squared multiple correlation, which shows the degree that the observed 

variability in the response to an item can be explained by the other items in the scale, is 

low for item 5. Consequently, item 5 was deleted and further analyses were done with a 

15-item scale. The deleted item was also one of two items deleted on the item-to-total 

criteria in the research by Caruana et al., (1995), possibly suggesting that this question is 

somewhat less relevant to the excel construct or better explained by other items in the 

questionnaire. 

Table 4.   Descriptive statistics. Excel scale (N=348). 
 

Item Item wording Mean Ranking 
based on 
Mean 

Standard 
Deviation 

Item to 
Total 
Correlation 

Alpa if 
Item 
Deleted 

1 The organisation is 
flexible and quick to 
respond to problems. 

4.41 10 1.60 .634 .916 

2 This organisation is 
flexible towards 
people, but 
administers discipline 
when necessary. 

4.78 6 1.45 .581 .917 
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3 We have a small, but 
efficient management 
team. 

4.22 13 1.80 .587 .918 

4 This organisation 
develops products 
(and/or services) that 
are natural extensions 
of its 
products/services. 

5.29 3 1.41 .558 .918 

5 This organisation 
concentrates on 
products (and/or 
services) where it has 
high levels of skills 
and expertise. 

5.40 2 1.37 .444 
 
Deleted 

.921 

6 The organisation’s 
values are the driving 
force behind our 
organisation. 

4.28 12 1.66 .582 .918 

7 In this organisation 
we instil a value 
system in all our 
employees. 

4.16 14 1.72 .638 .916 

8 It is the belief of 
management in this 
organisation that its 
people are of utmost 
importance to the 
organisation. 

4.92 4 1.66 .682 .915 

9 The organisation truly 
believes in its people. 

4.75 8 1.55 .764 .912 

10 In this organisation 
we encourage 
employees to develop 
new ideas. 

4.78 6 1.52 .756 .913 

11 This organisation 
believes in 
experimenting with 
new products and 
ideas. 

4.32 11 1.65 .578 .918 

12 In this organisation 
the management 
creates an atmosphere 
that encourages 
creativity and 
innovation 

4.07 16 1.59 .717 .914 

13 The organisation 
believes that listening 
to what 
customers/clients 
have to say is a good 
skill to have. 

5.46 1 1.36 .644 .916 
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14 This organisation 
considers after-the-
sale service (and/or 
follow up of 
customers/clients) as 
important as making 
the sale itself. 

4.84 5 1.56 .549 .918 

15 We provide 
personalized attention 
to all our 
customers/clients. 

4.68 9 1.57 .587 .917 

16 This organisation has 
a small staff that 
delegates authority 
efficiently. 

4.11 15 1.68 .670 .915 

Full EXCEL Scale 
(16 items) 

74.43  17.08   

Scale with one item 
deleted  
(15 items) 

69.04  16.46   

Reliability Coefficients 16 items: Alpha = .921 Standardized item alpha = .921  
 Mean 16 items: 4.652 

Reliability Coefficients 15 items: Alpha = .921 Standardized item alpha = .922 
 Mean 15 items: 4.602 
 
Instrument reliability 
Reliability relates to the consistency of the measures, specifically to what degree the 

observed variable measures the “true” value, and is “error free” (Hair, 1998 :3 and 9). 

Cronbach alpha (Cronbach, 1951) is the most widely used measure. The generally agreed 

upon lower limit of Cronbach alpha is .7, although it may decrease to .6 in exploratory 

research (Hair et al., 1998: 118).  

 

The Cronbach alpha coefficient for Excel is .921 both for the full scale and with item 5 

deleted. These results are similar to alpha scores obtained by Caruana et al., (1995) in 

their study of service firms in the UK, but higher than those obtained by Sharma et al., 

(1990), as shown in Table 5. 
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Table 5.   Comparison of reliability (Cronbach Aplpahs) with previous research. 

 Cronbach Alpha  
as reported by 
Sharma et al. (1990) 
USA 

Cronbach Alpha  
as reported by 
Caruana et al. (1995) 
UK 

Cronbach Alpha  
as reported by 
Sandbakken (2002) 
Norway 

Excel 
Scale 
 

.89 / .90 
(16 items) 

.92 
(14 items, two items 
deleted) 

.92 
(15 items, one item 
deleted.  

The standardized alpha is computed to ensure that the high alpha is not obtained only 

because the scale contains a large number of items (Nunnally, 1978). At .921 and .922 

(see Table 4) these values are identical to the alpha coefficient, thus confirming the 

reliability of the Excel instrument. Studies by Sharma et al. (1982) and Caruana et al. 

(1995) confirmed the content, convergent and external validity of the scale. 

 

Factor analysis 
The Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO) provides a more formal 

way of assessing whether a set of variables overall, and each variable in particular, is 

appropriate for factor analysis.  The KMO showed a value of .9, well above the 

recommended .7 (de Vaus, 2002). Finally, Bartlett’s Test of Sphericity value, a statistical 

test for the presence of overall significance of the correlations among the variables (Hair 

et al., 1998: 99), was calculated. The Bartlett’s Test of Sphericity was significant at the 

.000 level, better than the suggested .05 (Pallant, 2002: 16). It was thus decided that the 

15-item Excel scale was well suited for factor analysis. 

 

An exploratory factor analysis was performed on the 15-item Excel scale in order to 

determine the number of factors to be extracted. Only factors with eigenvalues greater 

than 1 were considered significant. This because the latent root criteria suggests each 

individual factor should account for at least the variance of a single variable (Hair et al., 

1998). The total variance table (Table 6), selecting eigenvalues above 1 and with item 5 

deleted, gave a 3-factor solution explaining 63.815% of the total variance. The fourth 

factor had an eigenvalue of .923. (See Appendix 2 for an imposed 4-factor solution on 

the full sample). The principal component method was used for factor extraction. 
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Table 6.   Total variance explained. Excel 15- item, 3-factor solution (N = 348). 

Total Variance Explained

7.208 48.056 48.056 4.210 28.065 28.065
1.251 8.337 56.392 2.974 19.828 47.892
1.114 7.425 63.817 2.389 15.925 63.817
.923 6.152 69.969
.764 5.095 75.064
.714 4.762 79.827
.644 4.293 84.120
.451 3.004 87.124
.420 2.803 89.927
.310 2.067 91.994
.297 1.979 93.973
.262 1.749 95.722
.244 1.628 97.350
.211 1.410 98.759
.186 1.241 100.000

Component
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Total % of Variance Cumulative % Total % of Variance Cumulative %
Initial Eigenvalues Rotation Sums of Squared Loadings

Extraction Method: Principal Component Analysis.

The Rotated Component Matrix , using a Varimax rotation and suppressing items 

loading below .3 was performed. This solution showed that three items (8, 9 & 10) 

loaded on two factors with loadings between .460 and .633. An oblique rotation gave a 

similar result. An additional deletion of items did not seem feasible given that all items 

had loadings above .5 on one factor.  However, suppressing values below .55, and sorting 

by size, presented a solution with a pattern of loadings that was easy to interpret (Pallant, 

2002: 162). This solution, shown in Table 7 below, was retained for further 

interpretation. 

 

Table 7.   Excel 15-item, 3-factor solution. Items loading below .55 suppressed 
(N=348). 

 
Component  

# Text Factor 1 
“General Excellence 
Factor”” 

Factor 2 
“Value & People 
Driven” 

Factor 3 
“Close to the 
Customer” 

12 In this organisation the 
management creates an 
atmosphere that 
encourages creativity and 
innovation 

.712   

1 The organisation is flexible 
and quick to respond to 
problems. 

.698   

2 This organisation is 
flexible towards people, 
but administers discipline 
when necessary. 

.666   
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Component  

# Text Factor 1 
“General Excellence 
Factor”” 

Factor 2 
“Value & People 
Driven” 

Factor 3 
“Close to the 
Customer” 

11 This organisation believes 
in experimenting with new 
products and ideas. 

.650   

16 This organisation has a 
small staff that delegates 
authority efficiently. 

.648   

3 We have a small, but 
efficient management 
team. 

.648   

10 In this organisation we 
encourage employees to 
develop new ideas. 

.619   

4 This organisation develops 
products (and/or services) 
that are natural extensions 
of its products/services. 

.586   

7 In this organisation we 
instil a value system in all 
our employees. 

 .836  

6 The organisation’s values 
are the driving force 
behind our organisation. 

 .823  

9 The organisation truly 
believes in its people. 

.633  

8 It is the belief of 
management in this 
organisation that its 
people are of utmost 
importance to the 
organisation. 

 .629  

14 This organisation 
considers after-the-sale 
service (and/or follow up 
of customers/clients) as 
important as making the 
sale itself. 

 .866 

15 We provide personalized 
attention to all our 
customers/clients. 

 .770 

13 The organisation believes 
that listening to what 
customers/clients have to 
say is a good skill to have. 

 .732 

Extraxtion Method: Principal Component Analysis 
Rotation Method: Varimax with Kaiser Normalization 
Rotation converged in 7 iterations 
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Naming the factors 
Factor 1 in the 3-factor solution encompasses elements such as creativity, innovation, 

experimentation with and development of new ideas, flexibility and responsiveness, 

having a small and efficient management team, focusing on core activities, delegating 

authority efficiently but tightening the reins when necessary. With so many different 

aspects encompassed in one factor, this relates more to a general excellence factor as 

found by Caruana et al., (1995), less the items loading on Factor 2 (“Value and People 

Driven”), and hypothesized by Sharma et al. (1990). Thus, this factor was labelled 

“General Excellence Factor”. (See Appendix 3 for imposed 4-factor solution which splits 

this factor into two.)  

 

Factor 2 has item loadings reflecting the importance of a value driven organisation with 

people as it’s core. Thus, this factor was labelled “Value and People Driven”. This is a 

new factor distinctly separate from Caruana et al.‘s (1995) study. 

 

Factor 3 has three items loading on it, all related to customer focus. This is consistent 

with Caruana et al., (1995), who, besides the “General Factor” also found one factor built 

on these three items. This factor also reflects one on Peters and Waterman’s (1982) 

original attributes, and was thus labelled “Close to the Customer”.   

 

Reliability and validity 
According to criteria in Hair et al. (1998), the three factors have good internal 

consistency with Cronbach alpha coefficients between .88 and .83, as shown in Table 8 

below. 

 

Table 8.   Reliability of the Excel-15 scale, 3-factor solution ((N = 348). 
 

Cronbach Alpha Standardised Alpha 
Full scale (15 items) .921 .922 
Factor 1 .877 .878 
Factor 2 .856 .857 
Factor 3 .826 .828 

To validate the factor structure of the Excel construct obtained by this analysis, a split 

sample approach was applied, randomly splitting the full sample (N=348) into two sub-

samples (n=174) and examining the factor structure for each sub-set (Hair et al. 1998: 
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115). Comparing the two resulting factor matrices, some interesting differences emerged.  

Sub-sample 1 got a 3-factor structure, explaining 64% of the total variance in the 

construct. Factor 3 (Close to the customer) remained unchanged. However, some items 

from Factor 1 loaded on Factor 2, thus changing the composition of these two factors. 

Sub-sample 2 got a 4-factor structure, explaining 72% of the variance. This 4-factor 

structure was identical to a 4-factor structure imposed on the full sample. This solution 

split the “General Excellence” factor into two new factors representing “Lean and 

Flexible Organisations” and “Autonomy and Entreprenurship”. However, with an 

eigenvalue of .92 for the full sample, the fourth factor violated the criteria that all factors 

included in the solution should have eigenvalues greater than 1 (Hair et al., 1998).  

Nevertheless, the 4-facor solution does in many ways provide a better practical 

understanding of the Excel construct. Thus, it will be further explained in the appendix. 

 

Overall, these analyses suggest the Excel construct has a moderate robustness across the 

sample. Although a four-factor solution possibly gives a more easily identifiable factor 

structure, this researcher decided to retain the 3-factor solution, mainly for four reasons: 

It is based on the full sample; it does not violate the latent root criteria; it gives a 

meaningful interpretation; and various orthogonal and oblique rotation methods available 

in SPSS all gave 3-factor solutions for this full sample of Norwegian organisations.  

 

However, for practical use Hair et al. (1998) suggest factor analysis is most efficient when 

conceptually defined dimensions can be represented by the derived factors. This is the 

case for the imposed 4-factor solution, similar to the one derived from the 2nd sub-

sample in the validation. This solution helps to better explain the “”General Excellence” 

factor by splitting it into two sub-factors; “Lean and Flexible Organisations”, and 

“Autonomy and Entrepreneurship”. Thus, this solution is possibly of more value for 

practitioners and thus included in Appendix 2. 

 

Discussion  
In their research, Caruana et al. (1995) found one “General factor”, and one factor 

labeled “Close to the Customer”. The first factor in the 3-factor solution found by this 

research can be interpreted as a general factor, encompassing five of the eight   elements 

described by Peters and Waterman (1982). This factor also resembles the “General 

Factor” found by Caruana et al. (1995), with the exception of items related to values and 
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people, which forms a separate factor in this analysis.  It is interesting, however, that an 

imposed 4-factor splits the “General Excellence” factor found by this research into two 

new factors; “Lean and Flexible” and “Autonomy and Entrepreneurship” (See 

Appendix 2). However, this solution violates the latent root criteria of 1 for factors to be 

included in the interpretation (Hair et al. 1998),   

 

The second factor, “Value and People Driven”, encompasses items on values and 

people, covering two of the eight attributes of Peters and Waterman (1982). This factor 

emerged as a distinctive factor different from Caruana et al.’s (1995) findings, which were 

based on a UK service sector sample. Peters and Waterman (1982) suggest that value 

drives culture, which gives direction to people, who are seen as the primary source of 

productivity gains. This assumption is further supported by development across 

industries and sectors to become increasingly dependent on skilled and motivated 

employees in a more knowledge-based economy (Sveiby, 1997; von Krogh et al., 2000; 

Kouzes and Posner, 2002). Here, intangible resources like people and technology 

become the main asset and critical drivers of competitive advantage for organizations 

(Haanes & Fjeldstad, 2000). Kouzes and Posner (2002) also note that values and ethics 

are likely to remain important foundations of leadership in the years to come. This 

implies that emphasis on people and values has emerged as an increasingly important and 

distinct requirement for - and driver of - performance since Caruana et al.’s 1995 study, 

at least in the Norwegian context covered by this survey. 

 

The last factor, “Close to the Customer”, is also consistent with Caruana et al’s (1995) 

research, which found the same factor encompassed by the same items. “Close to the 

Customer” is also one of the eight dimensions identified by Peters and Waterman (1982). 

Thus, this suggests a strong link between customer-focus and market-orientation as a 

performance indicator, both in the US, British and Norwegian markets. Hence, an 

apparent conclusion seems to be that customer orientation continues to play an 

important role in the Western world with regard to organisational performance. 
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Table 9.   A comparison of the three Excel factors found by this research to Peters and 
Waterman’s (1982) eight attributes of excellent companies.  (Imposed four-factor solution 
included in parentheses). 

 
# Factor as found by this research # Peters and Waterman’s (1982) eight 

attributes of excellent companies 
1 “General Excellence” 

(“Lean and Flexible”) 
1 A bias for action – getting on with it and 

overcoming the inertia that often comes 
with size. 

3 “Close to the Customer” 2 Close to the customer – understanding 
the needs of “lead” users and providing 
the desired levels of service, quality and 
reliability. 

1 “General Excellence” 
“(Autonomy and Entrepreneurship) 

3 Autonomy and entrepreneurship – 
devolution, providing space and support 
for creative ideas that lead to innovative 
product and service launches. 

2 “Value and People Driven” 4 Productivity through people – people 
seen as the primary source of 
productivity gains. 

2 “Values and People Driven” 5 Hands on, value driven – the 
organisation’s values result in a distinct 
and binding culture, which gives 
direction to action by all members. 

1 “General Excellence” 
(”Lean & Flexible” – although less distinct) 

6 Stick to the knitting – concentration on 
and development of the organisation’s 
areas of distinct competence. 

1 “General Excellence” 
(”Lean and Flexible”) 

7 Simple form, lean staff – simple 
organisation structures, with efficient 
management supported by small staff 
teams. 

1 “General Excellence” 
(”Lean and Flexible”) 

8 Simultaneous loose-tight properties. 

It is hoped that this study will shed more light on the Excel construct, as seen in a 

Norwegian context, which is a cultural and socio-economic environment somewhat 

different from that of the US where the Excellence concept was introduced more than 

twenty years ago.  Rather than eight attributes, as suggested by Peters and Waterman 

(1982), and two factors as found in the UK by Caruana et al. (1995), this research has 

found that the Excel construct contains three, and possibly four, distinct factors in a 

Norwegian context.   

 

As suggested by Caruana et al. (1995), this study may be of interest to practicing 

managers working in a Norwegian context. The reported Mean scores (Table 3) can 

provide a benchmark for managers to assess the degree of excellence of their companies 

relative to Norwegian organisations at large. However, further studies and analyses are 
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required to create benchmarks for specific industries or sectors. This represents 

opportunities for further research, as do studies into specific aspects of Peters and 

Waterman’s (1982) concept of “organisational excellence” and other performance 

measurement constructs. The three (four) factors found by this research can also be of 

interest to managers when focusing on specific areas of an organisation’s “excellence” as 

drivers and indicators of performance. For business consultants working with 

organizational development, it could be of value to be aware of how the excellence 

construct can be interpreted in a Norwegian context.  Limitations lie in possible biases 

caused by the use of self-reported performance measures, possible non-response bias 

associated with postal and web-based questionnaires, and in the scope of the Excel 

construct itself, as the 3-factor solution has showed only moderate robustness across this 

sample of Norwegian organisations. 

 

Summary and conclusion 
Rather than forming eight distinct characteristics of excellence (Peters and Waterman, 

1982), this factor analysis of the Excel scale suggests that three distinct factors of 

organizational excellence can be found in a Norwegian context. These three factors are 

labeled “General Excellence”, “Value and People Driven”, and “Close to the Customer”. 

The solution has high reliability (Cronbach alpha .92) in line with previous findings by 

Sharma et al., (1990) and Caruana et al., (1995). However, a split sample approach used 

to validate the factor structure (Hair et al. 1998) found 4-factor solution. This suggests 

the 3-factor solution is only moderately robust and stable across the sample. In an 

imposed 4-factor structure on the full sample, the “General Excellence” factor split into 

two new factors labeled “Lean and Flexible” and “Autonomy and Entrepreneurship”. 

Thus, a 4-factor structure could conceptually prove more valuable for practitioners (see 

appendix 2). 

 

Of the three distinct factors retained for further explanation, two factors were similar to 

a UK study by Caruana et al., (1995), who found one “General” more internally oriented 

factor, and one externally oriented “Close to the Customer” factor. Caruana et al. (1995) 

suggest that the internal circumstances probably have to be in place before the 

organization can really attempt to get close to the customer. In addition, this study found 

a third factor related to “Value and People Driven”. This factor supports Peters and 

Waterman’s (1982) assumption that value drives culture, which gives direction to people, 
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who are seen as the primary source of productivity gains. These findings may be of 

interest to Norwegian leaders and managers striving for better organisational 

performance, as well as offering opportunities for further research. 
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Appendix 1:   Table A1:   Pearson Product Moment Correlation Matrix   
 **  Correlation is significant at the 0.01 level (2-tailed).  n=348 
 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 
Pearson 
Correlation 1 ,572(**) ,449(**) ,410(**) ,324(**) ,312(**) ,366(**) ,430(**) ,509(**) ,516(**) ,464(**) ,485(**) ,457(**) ,349(**) ,401(**) ,433(**) 1

Pearson 
Correlation ,572(**) 1 ,392(**) ,389(**) ,284(**) ,285(**) ,368(**) ,369(**) ,457(**) ,445(**) ,389(**) ,450(**) ,440(**) ,299(**) ,367(**) ,444(**) 2

Pearson 
Correlation ,449(**) ,392(**) 1 ,402(**) ,282(**) ,330(**) ,381(**) ,414(**) ,508(**) ,424(**) ,284(**) ,476(**) ,338(**) ,275(**) ,336(**) ,694(**) 3

Pearson 
Correlation ,410(**) ,389(**) ,402(**) 1 ,400(**) ,281(**) ,289(**) ,440(**) ,453(**) ,431(**) ,389(**) ,390(**) ,361(**) ,323(**) ,377(**) ,398(**) 4

Pearson 
Correlation ,324(**) ,284(**) ,282(**) ,400(**) 1 ,274(**) ,313(**) ,374(**) ,388(**) ,316(**) ,171(**) ,226(**) ,373(**) ,349(**) ,290(**) ,263(**) 5

Pearson 
Correlation ,312(**) ,285(**) ,330(**) ,281(**) ,274(**) 1 ,727(**) ,463(**) ,499(**) ,464(**) ,362(**) ,433(**) ,308(**) ,362(**) ,358(**) ,436(**) 6

Pearson 
Correlation ,366(**) ,368(**) ,381(**) ,289(**) ,313(**) ,727(**) 1 ,526(**) ,597(**) ,551(**) ,337(**) ,441(**) ,401(**) ,363(**) ,349(**) ,452(**) 7

Pearson 
Correlation ,430(**) ,369(**) ,414(**) ,440(**) ,374(**) ,463(**) ,526(**) 1 ,783(**) ,640(**) ,358(**) ,536(**) ,426(**) ,332(**) ,364(**) ,459(**) 8

Pearson 
Correlation ,509(**) ,457(**) ,508(**) ,453(**) ,388(**) ,499(**) ,597(**) ,783(**) 1 ,654(**) ,388(**) ,581(**) ,486(**) ,399(**) ,399(**) ,555(**) 9

Pearson 
Correlation ,516(**) ,445(**) ,424(**) ,431(**) ,316(**) ,464(**) ,551(**) ,640(**) ,654(**) 1 ,590(**) ,735(**) ,524(**) ,386(**) ,409(**) ,510(**) 10 

Pearson 
Correlation ,464(**) ,389(**) ,284(**) ,389(**) ,171(**) ,362(**) ,337(**) ,358(**) ,388(**) ,590(**) 1 ,684(**) ,393(**) ,280(**) ,416(**) ,416(**) 11 

Pearson 
Correlation ,485(**) ,450(**) ,476(**) ,390(**) ,226(**) ,433(**) ,441(**) ,536(**) ,581(**) ,735(**) ,684(**) 1 ,463(**) ,340(**) ,400(**) ,566(**) 12 

Pearson 
Correlation ,457(**) ,440(**) ,338(**) ,361(**) ,373(**) ,308(**) ,401(**) ,426(**) ,486(**) ,524(**) ,393(**) ,463(**) 1 ,657(**) ,550(**) ,401(**) 13 

Pearson 
Correlation ,349(**) ,299(**) ,275(**) ,323(**) ,349(**) ,362(**) ,363(**) ,332(**) ,399(**) ,386(**) ,280(**) ,340(**) ,657(**) 1 ,641(**) ,339(**) 14 

Pearson 
Correlation ,401(**) ,367(**) ,336(**) ,377(**) ,290(**) ,358(**) ,349(**) ,364(**) ,399(**) ,409(**) ,416(**) ,400(**) ,550(**) ,641(**) 1 ,378(**) 15 

Pearson 
Correlation ,433(**) ,444(**) ,694(**) ,398(**) ,263(**) ,436(**) ,452(**) ,459(**) ,555(**) ,510(**) ,416(**) ,566(**) ,401(**) ,339(**) ,378(**) 116 
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Appendix 2 Imposed 4-factor solution 
 
In an imposed 4-factor solution, not conforming to the criteria of all factors having an 

eigenvalue of 1 or above, but nevertheless of interest for further explanatory purposes 

(fourth factor eigenvalue .923, cumulative variance explained 70%), the “General 

Excellence” factor split into two new “sub-factors”.  

 

The first “sub-factor” is labelled “Lean and Flexible”, and has commonalities with Peters 

& Waterman’s (1982) attribute of “Simple form - Lean staff”. Items include: small but 

efficient management team, delegating authority efficiently, organisation is flexible and 

responsive to problems, organisation is flexible towards people but administers discipline 

when necessary, and organisation develops new products/services that are natural 

extensions of existing ones.  

 
The second “sub-factor” is labelled “Autonomy and Entrepreneurship”, and is similar to 

one of Peters & Waterman’s (1992) original eight attributes of excellent companies. 

Items include development of new ideas, experimentation, creativity and innovation. 

 

The other two original factors, “Value and People Driven” and “Close to the Customer”, 

remained unchanged in the imposed 4-factor solution.  
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Table A2:   Total variance explained. Excel 15-item imposed 4-factor solution 
(N=348). 
 
Factor 
#

Initial 
Eigenvalues 

 Rotation 
Sums of 
SQ. 
Loadings 

 

Tot % var. Cum Total % Var. Cum. % 
1 7.280 48.056 48.056 2.804 18.695 18.695 
2 1.251 8.337 56.392 2.788 18.585 37.280 
3 1.114 7.425 63.817 2.513 16.755 54.035 
4 .923 6.152 69.969 2.390 15.935 69.060 

Extraction Method: Principal Component Analysis 
 

Table A3:   Factor structure & loading, Excel imposed 4-factor solution (N=348). 
 

Continued… 

Item
#

Text Value 
&

People 
Driven 

Lean 
&

Flexible 

Autonomy 
&

Entrepreneur
ship 

Close 
to 

the 
Customer 

7 In this organization we instil a 
value system in all our 
employees 

.829    

6 The organisation’s values are 
the riving force behind our 
organization 

.820    

8 It is the belief of management 
in this organisation that its 
people are of the utmost 
importance to the organization 

.611    

9 The organisation truly believes 
in its people. .609    

3 We have a small, but efficient 
management team.  .842   

16 This organisation has a small 
staff that delegates authority 
efficiently. 

 .719   

2 This organisation is flexible 
towards people, but administers 
discipline when necessary. 

 .547   

1 The organisation is flexible and 
quick to respond to problems.  .524   

4 This organisation develops 
products (and/or services) that 
are natural extensions of its 
products/services. 

 .517   

11 This organisation believes in 
experimenting with new 
products and ideas. 

 .850  
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Varimax rotation with Kaiser Normalisation. Converged in 6 iterations 
 

Table A4:    Reliability of the Excel-15 scale, imposed 4-factor solution (N = 348) 

 

Item
#

Text Value 
&

People 
Driven 

Lean 
&

Flexible 

Autonomy 
&

Entrepreneur
ship 

Close 
to 

the 
Customer 

12 In this organisation the 
management creates an 
atmosphere that encourages 
creativity and innovation 

 .725  

10 In this organisation we 
encourage employees to 
develop new ideas. 

 .644  

14 This organisation considers 
after-the-sale service (and/or 
follow up of customers/clients) 
as important as making the sale 
itself. 

 .871 

15 We provide personalized 
attention to all our 
customers/clients. 

 .771 

13 The organisation believes that 
listening to what 
customers/clients have to say is 
a good skill to have. 

 .731 

Cronbach Alpha Standardised Alpha 
Full scale (15 items) .921 .922 
Factor 1  (Value & People driven) .856 .857 
Factor 2 (Lean & Flexible) .809 .809 
Factor 3 (Autonomy & 
Entrepreneurship) 

.858 .859 

Factor 4 (Close to the Customer) .826 .838 
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