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Revision 

Practice exam question 
Luke Perry 

Does the growth of China’s middle class represent a threat or an opportunity for British 
businesses?          (25 marks) 

Sample answer 
The growth of China’s middle class means there are many opportunities for British businesses that 
offer a niche and high-end product due to rising incomes. With the growing middle class and upper 
class in China, largely due to the continued economic growth rates for the last 10 years, both the 
Chinese public’s tastes and sociological factors have led to huge opportunities for firms that offer high-
end and expensive products. The Chinese middle and upper classes have shown a preference for 
established luxury brands from around the world and this has been beneficial for UK firms such as 
Burberry and Land Rover. These companies have made the most of the high growth rates, especially 
as their traditional Western customers have suffered due to the economic downturn in these countries. 

The growth of Asia and in particular China has seen these firms shift their attention to these areas, as 
they are mindful that an increase in disposable income has meant that customers in China not only 
have more to spend, but are also keen to display this increased wealth through the purchase of 
designer items that carry a high-ticket value. As the roads and infrastructure have improved 
significantly, the demand for cars — in particular cars with an established reputation and brand — has 
increased. This has resulted in Land Rover seeing sales growth of over 28% in China over the past 
three years. This has led the company to set up a number of parts distribution centres within China, as 
this provides better support for the cars sold in this region, as well as lowering the costs for the firm 
and improving customer service by reducing lead times to get the parts to customers in a shorter 
space of time. Land Rover has also set up both a regional office and a training academy in China 
itself, as the market is clearly a massive opportunity for the company, as it currently represents the 
largest single car market in the world and so it is vital that the company builds on the reputation it has 
in China and continues to develop the relationships that it has established in the last 10 years. 

Burberry has also seen China as not only a large opportunity, but as a vital lifeline to the business. 
This is because, with the recession taking hold in the UK and demand for expensive fashion 
accessories falling in the domestic market, the company has managed to make use of its image of 
‘upper class’ Britishness to attract the Chinese middle classes. While sales have slowed in the UK as 
real wage growth in the UK has faltered, it has been compensated for by the development of the brand 
in China and Hong Kong. However, the company has worked hard to adapt some of its product lines 
to suit Chinese customers’ demands. Items such as scarves which were popular in the UK did not 
prove popular in the Chinese market and so the firm has adapted to sell more summer wear, which 
was in much higher demand. This shows a firm that has understood how to make the most of the 
opportunity in China — it needed to adapt and develop its products to suit the needs of the Chinese 
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market more closely. This demonstrates that if firms simply try and import their existing model to China 
without consideration of the different needs, then it can be more of a threat than an opportunity. 

Although opportunities exist the growth of China’s middle class creates more threats. While British 
firms are keen to sell to the growing middle classes, the relatively lower cost of manufacturing in China 
means that it can impact on employment figures in the UK market, and for many firms operating in the 
manufacturing sector it is hard to compete on a level playing field in terms of costs. This is clearly a 
threat for firms. One of the ways that firms are trying to make it more of an opportunity is to highlight 
the comparative advantage that certain high-end engineering companies will have over their Chinese 
rivals. Firms such as McLaren that have particular skills and ingenuity to produce goods with high 
value added are likely to have a greater chance of success in China than firms that have many 
competitors. To have a product or service that appeals to Chinese customers is a huge opportunity. 
However, with economic growth and rising incomes, there is an underlying issue and threat to both the 
UK firms and China itself. Much of China’s economic growth has been based on the ability to produce 
at a substantially lower cost than rival countries. As people’s incomes grow, so too do their 
expectations and so workers are no longer willing to accept work and low pay in conditions that 
perhaps allowed them to have such an advantage in the first place. 

Finding workers is becoming an issue for many firms in China, particularly in the eastern part of the 
country as living standards have risen so quickly in these areas. In the short term, companies are 
looking to move production into the more rural western areas, which while good in terms of finding 
workers who are willing to work for less also adds to transportation and distribution costs. Also, the 
middle classes often benefit from better education, which can lead to higher expectations, so while the 
development of China has been amazing in the last 20 years, the fact that trade with China still 
accounts for such a small proportion of UK trade means that I believe that UK businesses do not need 
to see China as either too much of a threat or an opportunity. British firms have long seen their major 
trading partners as the EU, the USA and Commonwealth countries and so while it will be beneficial for 
certain firms to target China, it is not crucial in my opinion. The only caveat is that Germany has made 
China a priority in recent years, though as the country is famed for high-quality products it clearly 
makes sense for it to make the most of the opportunity. 

Examiner comments 
Overall mark: 22/25 

A strong response where the student evaluates throughout. A clear judgement at the end would help 
and is missing from the response although all judgements have been supported and justified in depth. 
The candidate has answered the question set and brought in many good examples.  

• Application: good — nice range of examples that are different and used well. 

• Analysis: good — just about good analysis. Chains of argument are put together and 
arguments are developed. 

• Evaluation: good — clear final judgement both at the end and throughout the essay. 
Candidate clearly focused on the question set and addresses the main issues from the title. 

This resource is part of BUSINESS REVIEW, a magazine written for A-level students by subject 
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