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China Life Science 2012 – From Local to Global 
 
ChinaBio® LLC tracks the full value chain of China’s life science industry including new technology 
development, government funding programs, VC investment, IPO and M&A activity, partnering 
deals, clinical trials and more.  This paper presents a brief overview of investment-related activities, 
including VC investment, IPOs and M&A transactions. For more information, please contact us. 

 
China Strives to Become a Global Force 

On January 23, 2012, China entered the Year of the Dragon.  Chinese believe the dragon is a 
symbol of wealth and power. It also signifies transformation and rapid change. While the 
change in China’s life science industry has been building for years, the transformation seemed 
to coalesce in 2011. The tremendous increase in global activity during 2011 has prepared China 
to become a major player on the world stage as it enters the most revered year of its zodiac 
calendar. 
  
In 2011, the aspiration of China’s life science industry has been to transform itself from an 
industry with primarily local, inward-looking domestic companies to one with a global impact. 
Fueled by the government’s ambitious plans and financial backing, and the companies own 
desire to become major players on the world stage, China’s life science companies began to 
look outside their own borders for partners, markets and drug candidates.   
 
At the same time, multi-national pharma looked to increase their presence and influence in 
China. Rapidly expanding their traditional sales and marketing operations to keep pace with the 
China’s hyper market growth over the last several years, big pharma are also in a frenzy to 
build brick-and-mortar R&D centers in China. In fact, Merck, who has been a late-comer to the 
R&D party, announced the largest investment yet – a $1.5 billion R&D center in Beijing.    
 
Cross-border partnerships between the west and east also increased in size and number last 
year, with over 60 partnering and co-development deals being announced. The average deal 
size is on the rise, with several exceeding the $100M mark, and western pharma are 
increasingly bringing their drugs and technologies to China seeking co-development partners.  
(See Figure 2 below.) 
 
Just a few examples of cross-border deals in China in 2011 include:  Pfizer formed a generic 
drug joint venture with Zhejiang Hisun Pharma to produce branded generics.  Hisun invested $6 
million in Photolitec, a cancer startup in New York.  Both Merck and Bristol-Myers Squibb 
signed with Simcere to develop cardiovascular drugs. AstraZeneca bought Guangdong BeiKang 
Pharma.  And Merck-Serono signed with CRO Pharmaron a broad collaboration to develop new 
drugs. 
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Figure 1.  Partnering deals set new record in 2011 (Source: ChinaBio) 
 
Meanwhile, Chinese pharma are expanding beyond the domestic market and increasingly 
seeking regulatory approvals and partners to bring drugs to the west.  Tasly Pharma is investing 
over $40M in the US to bring its TCM for angina to the market there. It has also formed a 
second joint venture with a western company, this time with SemBioSys, to focus on plant-
derived insulin.  Hutchison MediPharma continued its western expansion with a $140M co-
development deal with AstraZeneca. 
 
Possibly the most telling events of the year are three new China pharmaceutical companies 
focused on novel drug development: BeiGene, Hua Medicine and Ascletis were all formed by 
returnees with impressive credentials and also remarkably large initial financings.  Setting a 
new record in China for a startup drug company, Ascletis received $100M in funding from 
government and private sources while Hua Medicine raised a very respectable $50M from well-
known VCs, including ARCH Venture Partners and Fidelity Biosciences as well as Wuxi 
PharmaTech’s new venture arm.  BeiGene received its funding from co-development deals with 
Janssen and Merck and Hua also signed with Roche, but paid for the privilege.   
 
Clearly, these companies’ cross-border business plans are meeting a very real need, providing 
Western pharma an innovative solution for lowering both the cost and the risk associated with 
the development of novel drug candidates.  These relationships constitute an imaginative 
advance and a step up the innovation ladder in China’s goal to bring a novel drug to the global 
market.  It could well be that looking back ten years from now, their founding will be as 
transformational to the industry as WuXi PharmaTech’s and ShangPharma’s were in the early 
2000s.  
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Unique Circumstances Drive Growth 

Money is, of course, at the heart of the growth of China’s life science market, but there are 
many related factors creating a unique, once-in-a-millennium situation in China.  The 
government-funded healthcare reform is creating a much larger market for basic healthcare, 
while, at the same time, the country’s drive to be a technological leader is creating the 
innovative answers to healthcare needs in a widely diverse country.  China benefits from many 
other phenomena as well, detailed below, along with the government’s indispensable financial 
support.  
 

 
China’s Life Science Industry Drivers in 2011 and Beyond 

1. Government investment: over $250B in five years 
2. Commercial investment: $10B in VC, M&A, IPO and corporate investment in 2011 
3. China pharma market growth: 22%/year for the last five years 
4. Financial growth: 9.2% GDP in 2011 
5. Urbanization: adding 300M to cities in 15 years 
6. Returnees: 430,000 in last five years; 150,000 in life science alone 
7. Aging population: growing from 13% to 31% by 2050 
8. Chronic disease: increasing 20-30%/year 
 

Figure 2.  Major drivers of China’s life science industry (Source: ChinaBio) 
 

China’s Innovation Clusters 

The lessons from Silicon Valley are lost on no one in China: innovation clusters are a necessary 
component of any technology-based industry.  And like the US, China is large enough, and the 
life science industry is sufficiently vibrant, to support multiple clusters.  But the sheer 
magnitude of the clusters in China is nearly overwhelming, as illustrated in the following chart. 
 
ChinaBio has identified four major life science “clusters” in China (see Figure 3 below): 

• Capital Cluster – Beijing and Hebei, Shandong and Liaoning provinces; 
• Yangtze River Delta Cluster – Shanghai and Jiangsu and Zhejiang provinces; 
• Central Cluster – Chongqing and Sichuan, Hubei and Shaanxi provinces; and 
• Pearl River Delta Cluster – Shenzhen, Guangzhou and Hong Kong. 

 
Throughout China, there are a remarkable 500 universities and institutes that graduate 150,000 
students in the life sciences every year. Each year, the graduates spread out to staff an 
astounding 7,500 life science companies. About 250,000 people already work in China’s life 
science industry, and the government intends to double this to over 500,000 within the next 
five years. There are 2,500 top researchers, 200 life science incubators and 100 life science 
parks distributed across China.  
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Figure 3.  China’s life science clusters and industry statistics (Source: ChinaBio) 
 
Sea Turtles Bring Life Science Leadership 

A major shift in the direction of China’s life science industry derives from the sea turtles, the 
returnees whose western education and experience is changing how pharmaceutical 
companies are run and operated in China. These returning veterans bring a new and vital skill 
set to China’s pharmaceutical world. They introduce a western style of management, built on a 
culture that emphasizes innovation and global business practices.  The management of most 
major life science companies in China now have at least one or two returnees in key positions, 
or, in some cases, their management is constituted almost entirely of sea turtles. 
 

 
 
Figure 4.  Returnees changing the way business is done in China (Source: ChinaBio) 
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Government Spending 

Much of the impetus for growth in China life science comes from the government’s broad-
based support. The stated aim of the 12th Five-Year Plan for Science and Technology is 
innovation, and the government known that its money is responsible for much of the change in 
China.  
 
In addition, the government is spending over $200 billion in the 11th and 12th Five-Year Plans on 
healthcare reform. This means providing basic healthcare to a larger percentage of China’s 
citizens – the objective is to cover 100% of the population within the next few years.  Because 
the emphasis is on basic services, this initiative involves basic health components such as 
vaccines, antibiotics and diagnostic tests.  
 
On the higher tech, more innovative side of drug policy, government agencies at the central, 
provincial and local leaves have many programs dedicated specifically to helping researchers 
develop innovative products. Their value for drug developers totals at least $30 billion. These 
programs include: 
 

• Science and Technology Development Program  
– $309B, $3B for drug development, 1M new jobs (12th 5-year plan) 

• National Biotechnology Development Program 
– TBD, but expected to be $10B-$100B (12th 5-year plan) 

• 162 Drug Development Programs - $15B+ 
– 75% provincial and municipal level 

• Mega New Drug Dev. Program – $12B+ 
 

VC Investment 

VC investment in China life science during 2011 was one of the few metrics that saw a 
measurable decline from the year earlier. Total dollars dropped 44%, sliding from a best-ever of 
slightly over $1 billion in VC investment in 2010 to $572 million in 2011, with most of the drop 
coming in the second half.  On the positive side, the average size of each VC investment rose 
from $21 million to $25 million in 2011 and continues its steady climb from just $12 million in 
2008.  This compares to an average deal size in the US of about $10 million.   
 
Interestingly, in the western world, 2007 was the high water mark in many of these metrics.  VC 
investing maintained its heady pace through the first half of 2008, and then cratered as the 
magnitude of the financial crisis became evident.  Some of that is reflected in China’s figures. 
2008 certainly saw a falloff, though it was not as precipitous as seen in the west. In China, 
2010’s VC investments were two and one-half times the size of the 2007 number, while 
investors in the west are still struggling to best the pre-crash rate of investment.   
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Figure 5.  VC investment down in 2011 but deal size up (Source: ChinaBio) 
 

Corporate Investment 

In 2011, pharmaceutical companies invested $325 million into fourteen China life science 
companies. By far the biggest is a $182 million purchase by Shionogi & Co. of Japan for a 24% 
stake Nanjing C & O Pharmaceutical Technology (Holdings) Limited. Shionogi, which is 
operating C & O together with Sumitomo (a 29% owner), wanted C & O’s distribution network 
in China. Shionogi will use that network to market its own drugs.  
 

 

Figure 6.  Corporate investment increasing rapidly (Source: ChinaBio) 
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Other corporate investments this past year included Beijing Pharma paying $39 million for a 
25% stake in Beijing SL Pharma, and Fosun Pharma paying $30 million to buy 6.45% of Simcere 
Pharma. 
 

M&A Activities 

2011 was a rich year in M&A transactions, which had two effects on the overall results. As one 
might expect, the total dollar value of M&A deals was in positive territory, climbing 24% to 
more than $4 billion. However, because of the large number of transactions, the average deal 
value declined from $77 million to $58 million, most likely a reflection of the public market 
declines.  
 

 

Figure 7.  M&A activity healthy and continuing to grow (Source: ChinaBio) 
 
Part of the difference was due to 2010’s results being skewed by the three largest transactions, 
all of which were for distribution companies and ranged from $348 million to $520 million.  
 
In 2011, the focus shifted back to drug companies. The largest transaction was a corporate 
restructuring in which the listed subsidiary of Harbin Pharma, which is also known as Harbin 
Pharma and traded on the Shanghai exchange, paid a stated value of $870 million to take 
responsibility for a bioengineering company and a 45% stake in another listed entity, Sanjing 
Pharma.  
 
In terms of cross-border transactions, the major deals were Zhejiang Hisun Pharma’s $295 
million investment into a generic drug JV with Pfizer, and Boston-based Hologic’s $135 million 
purchase of Beijing TCT Medical Technology, a distributor of medical equipment. Hologic makes 
diagnostic products, medical imaging systems and surgical products for women’s health needs. 
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IPO Activity 

In 2011, China life science IPOs started out continuing the prior year’s record pace – the first 
half of the year saw $4.1 billion in transactions, led by the huge $2 billion IPO for Shanghai 
Pharmaceutical on the Hong Kong exchange. The second half couldn’t maintain that heady 
pace, and the year ended with a total of $5.2 billion, an 11% decline from 2010.  
 

 

Figure 8.  IPOs still healthy but down slightly in 2011 (Source: ChinaBio) 
 

Given its size, the Shanghai Pharma deal may seem like an outlier, a non-representative event 
that skews the results for the entire year. However, a similarly sized transaction, a Hong Kong 
IPO for China National Biotechnology Group (CNBG), is said to be in the works. Its size has not 
yet been announced, but it is rumored to be larger than the $1.4 billion IPO of its sibling, 
SinoPharm, in 2009. CNBG claims to be the largest biotech company in China. 
 
Interestingly, over 67% of the life science IPOs in 2011 were drug companies, which 
represented 82% of the value generated.  This was followed by device companies, which 
represented 27% of the life science IPOs but only 14% of the value.    
 
Hong Kong is currently the most receptive exchange for China life science IPOs (see Figure 9 
below). It is the exchange of choice for larger deals, though ChiNext, in Shenzhen, is the go-to 
market for small and medium size companies. That difference explains the difference between 
the two charts below: Hong Kong is the largest slice by value, though ChiNext, with 60% of the 
deals, takes the larger piece by number of transactions.  
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Figure 9.  ChiNext most popular but Hong Kong generates more (Source: ChinaBio) 
 

Partnering Deals 

For the first time, there were partnering deals with total values of more than $100 million, and 
the number of partnerships formed totaled 60, also a new high.   (See Figure 1.) 
 
The list of representative partnerships signed during the year is remarkable for its cross-border 
theme. The list is dominated by deals between western pharma and their China counterparts. 
Many deals do not have dollar amounts assigned to them, in part because the companies are 
forming JVs by contributing assets. The most prominent trend appears to be taking clinical 
stage or approved assets from the west and partnering development rights in China.  ChinaBio 
is currently working with several U.S. and European companies on securing partnerships in 
China. 
 
But one of the more interesting partnering deals in 2011 was for a China-discovered drug 
candidate licensed to AstraZeneca for development in the west. AstraZeneca had a busy year in 
China. In December, after building up its drug development team and announcing a major new 
generic drug manufacturing facility in China Medical City in Taizhou, it formed a partnership 
with Hutchison MediPharma to co-develop a novel cancer drug.  The deal was constructed with 
a $20 million upfront payment and $120 million in development milestones. The two 
companies will share development costs in China, though Hutchison will be in charge of the 
project, and AstraZeneca will underwrite all ex-China development costs.  
 
In addition, Chiva paid Ligand Pharma at least $100 million for China rights to two liver drugs, 
one for hepatitis B and the other for hepatocellular carcinoma. Chiva will do development work 
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on the candidates, which Ligand hopes can be used to further the advancement of the 
molecules in the US. 
 
 

Conclusion – Moving on to the Global Stage 

2011 was a significant year for China, marking the transformation of China life science 
companies from focusing on the domestic market to becoming important global players. As the 
#3 pharmaceutical market and a growing hub of global innovation, China has the ambition, 
coupled with the backing of significant government and private capital, to become a major 
player on the global life science stage.  It has become increasingly urgent for western life 
science companies to include China as an integral part of their global R&D and 
commercialization strategic plan.  With its large population and immense territory, and 
increasing income and wealth, China will continue to outpace the growth of global and western 
life science markets, and attract western companies.  
 

#      #      # 
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This report was developed by the ChinaBio Research team: 
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Tracy Yeo, PhD  
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About ChinaBio® LLC 
 
ChinaBio® has established a broad platform of capabilities connecting global life science with 
China.  As the foremost experts on the China life science industry, we have helped many large, 
multinational corporations bring their development stage or marketed products to China.  
Reach your goals in China with ChinaBio® as your trusted partner. 
 

Consulting | 咨 询  Capital | 资本 

If you are a U.S. life science company looking to 
establish relationships or operations in China, 
or a China company seeking partners or 
investors, ChinaBio® has the expertise and 
talent to help.  

• China strategy development 
• Market assessment 
• Competitive analysis 
• Technology and partner searches 
• Market entry services & support 

 As the only merchant bank focused exclusively 
on China's life science industry, ChinaBio® 
Capital Partners is uniquely positioned to help 
western or domestic companies raise funding 
or execute strategic transactions in China. 
 

• Mergers & Acquisitions 
• Corporate Financing 
• Venture/PE Funding 
• Government Funding 

   

Conferences | 会 议  Information | 信息 

ChinaBio® organizes the premier life science 
investment and partnering conferences in 
China.  We also work with key partners to 
organize custom events in China, the U.S. and 
Europe. 

• ChinaBio® Partnering Forum 
• ChinaBio® Investor Forums 
• ChinaBio® Leadership Retreat 
• Customized Events 

 ChinaBio® Today, with over 18,000 subscribers, 
is the most widely read publication on the 
China life science industry.  ChinaBio also 
maintains the broadest and most 
comprehensive knowledge base on the 
industry, including: 

• 7500 life science companies 
• 3200 novel molecules / technologies  
• 2500 professors / researchers 
• 160 government funding programs 

 
Please visit our website or contact us for more information on how ChinaBio can help your 
company achieve success in China. 
 

ChinaBio® LLC 
Consulting | Capital | Conferences 
 
Shanghai  |  San Diego 
China Phone: +86-21-5137-0751  |  US Phone: +1-858-926-4566 
www.chinabiollc.com   |  www.chinabiocapital.com  |  www.chinabiotoday.com 
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ChinaBio® 2012 Event Schedule 

 
 

 
 
 
 

ChinaBio® Investor Forum – Xi’an 
September 2012 

 
 

ChinaBio® Leadership Retreat – Taicang 
October 2012 

 
 

BioBay Investor Forum – Suzhou 
December 2012  

 
 
 

See www.chinabiollc.com/upcomingevents for more information. 
 



 

 

 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
ChinaBio® LLC    www.chinabiollc.com 
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China Office     US Office 

Zhangjiang Hi-Tech Park    3525 Del Mar Heights Road, #463 
Biotech VC Plaza    San Diego, CA 92130 
780 Cailun Road, Suite 822   USA    
Pudong New Area, Shanghai 
China 201203     Email: info@chinabiollc.com 
 
CN Phone: +86-21-5137-0751   US Phone: +1-858-926-4566  


