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With UK manufacturing announced as 
the topic for the 2015 BUSS4 Section A 
pre-release, Ian Marcousé presents a 
relevant case study and practice exam 
question with sample answers

JCB looks set to break the £3 billion turnover mark 
for the first time in its history. One of the UK’s biggest 
and most important engineering companies, JCB’s 

yellow and black construction vehicles are among the 
top three bestsellers globally. In its UK heartland of 
Staffordshire and Derbyshire, JCB employs over 5,000 
people in highly skilled, secure jobs.

Successful UK manufacturer
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Investment is key
One of JCB’s secrets has been its willingness to 
invest. Its 1979 decision to start up in India has led 
to a 50% market share in this huge, fast-developing 
country. India’s new government is embarking on 
a huge programme of investment in roads and other 
infrastructure, which should be great for JCB.

In 2014 the company announced:
• a £25 million programme to double production in 

Germany
• a £45 million investment in a six-cylinder engine to 

slot into its fuel-efficient Dieselmax range
• a £150 million plan to expand production in the UK, 

with the expectation of creating 2,500 more jobs by 
2018
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Practice exam questions 
(30 marks, 35 minutes)

1 a Calculate JCB’s capacity utilisation in  
2009. (3 marks)

 b How might JCB have set about  
rebuilding this figure? (4 marks)

2 Examine the problems JCB might have  
faced in matching output to the order  
levels shown in Figure 1. (10 marks)

3 a Calculate JCB’s labour productivity  
in 2014. (3 marks)

 b Explain the problems there may be in getting 
productivity up to eight units per worker by 
2018. (10 units)

As Figure 1 shows, in 2009 the company’s plans were 
thrown into turmoil by a collapse in sales caused by 
the recession. That year the company was saved by sales 
growth in India and China. Even so, with an estimated 
total capacity of 72,000 units in 2009, the rate of 
utilisation was poor. To their credit, senior managers 
kept their heads and kept investing in the firm’s future. 
From a struggle to breakeven in 2009 the company 
bounced back to make a £365 million profit in 2012.

In 2014 JCB has been holding to its long-term plan for 
significant increases in its global capacity. Its factories 
in India and Brazil are receiving greater investment 
and new UK factories are being built in Uttoxeter and 
Cheadle. JCB believes that developing countries will 
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Figure 1 JCB annual global sales

continue to plough funds into construction investment, 
and that JCB should be at the heart of this business. It 
shows no fear of its two huge global rivals: Caterpillar 
of the USA and Komatsu of Japan.

Another plan for the future is to improve the 
productivity of the JCB factories worldwide. In 2014 
the 12,000-strong workforce was on course to produce 
72,000 units. By 2018 the hope is to get annual 
productivity up to eight units per worker.
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productivity compared with 2014. Given that 
JCB is already regarded as an efficient producer, 
this sounds ambitious.

• The biggest threat (according to many 
newspaper reports giving the views of 
company bosses) is that there may not be 
enough qualified engineers and factory staff 
to efficiently increase the company’s rate of 
production. A 20% increase in production may 
need a 25% increase in staff if the new staff 
are inefficient.

• With productivity, the key question is about 
output trends. If sales are rising it is quite 
easy to increase productivity. Reorganise, 
reskill (training) or reinvest in automation and 
productivity should rise. If staff are confident 
that their jobs are unthreatened, they’ll 
cooperate in the new ways of working.

• Given the sales chart, JCB’s optimism about 
future sales (especially in developing countries) 
seems reasonable, in which case there won’t be 
too many problems.

Source: Topical Cases, www.a-zbusinesstraining.com

Level Descriptor Marks
5 Application/analysis both good 9–10
4 Application/analysis: one good, one 

reasonable
7–8

3 Application/analysis: both 
reasonable or one good and one 
limited

5–6

2 Application/analysis: one reasonable 
and one limited

3–4

1 Limited response, answer based 
primarily on knowledge

1–2

Table 1 Mark scheme for Questions 2 and 3b

Answers and mark scheme
1 a Capacity utilisation = Actual output/Maximum 

output × 100 (1). 36,000/72,000 (1) × 100 = 
50% (1)

 b Perhaps they only had to wait, i.e. the recession 
easing off would bring some recovery 
automatically. In addition they could have cut 
capacity, perhaps by discontinuing the contracts 
of any temporary or contract staff, then — if 
necessary — making staff redundant; the text 
implies that JCB was too far-sighted to do the 
latter. The text also talks of growth in sales to 
India and China; in India especially, with its 50%+ 
market share, JCB might have been in a strong 
position to rebuild sales.

2 Possible themes might include:
• In 2009 sales fell by 37% compared with 2008 

(57,000 down to 36,000). This would have been 
hard to cope with, even if it had been predicted. 
If — as is more likely — the dramatic recession 
caught JCB by surprise, it would have been very 
difficult to cope with the setback.

• With accurate forecasts and planning, i.e. if JCB 
had known what would happen in 2009, 2010 
and 2011, it would have tried to cut back output in 
ways that would not affect long-term capacity. For 
example, it might have put staff on 3-day weeks 
(perhaps on full pay) to cut output by 40%. That 
would have made it easy to cut output in 2009 but 
quickly rebuild output in 2010 and 2011.

• Without a clear picture of future sales, JCB could 
have been forgiven for underestimating the 2009 
decline, then needing to cut back dramatically 
because of a build-up of unwanted stock. By late 
2009 it might have mistaken a temporary cyclical 
decline for a structural one, and therefore cut back 
on capacity.

3 a Labour productivity = Output/Number of staff (1). 
72,000/12,000 staff (1) = 6 units per year (1)

3 b Possible themes might include:
• Although two more units sounds minor, the 

truth is that it represents a 33% increase in 
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