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China’s rise drives investment in biotech drugs
By Arlene WeintrAuB

“We believe if you develop high-quality drugs and charge 
appropriate prices in the Chinese market, that’s going to be 
an opportunity,” Knight says. 

After embarking on a long search for a Chinese biotech 
manufacturer to invest in—and failing to find one that 
lived up to Western quality standards—Fidelity’s partners 
decided to create one from scratch. So in 2011 it founded 
Innovent Biologics, a company that is acquiring monoclonal 
antibodies to develop and manufacture in China.On Nov. 
20, Innovent announced that it raised $25 billion in a Se-
ries B financing round that included a contribution from Eli Lilly ($LLY) subsid-
iary Lilly Asia Ventures. Innovent’s new round of funding will be used to build 
out the company’s new campus at the Suzhou Industrial 
Park near Shanghai.

Innovent highlights an important trend in the 
global biologics game. Western pharmaceuti-
cal companies and investors are prospect-
ing for gold in China’s biotech in-
dustry. Over the past year, several 
companies have doubled down 
their efforts to form alliances in 
China for the research, develop-
ment, manufacturing—and 
ultimately marketing—of 
biotech drugs there, 
including multi-

I
n the mid-2000s, the investing 
team at Cambridge, Mass.-
based Fidelity Biosciences saw 
several forces converging in 
China that made the country’s 

emerging biotech industry too 
titillating to ignore. 

The government had tapped 
biotech as one of the country’s most 
promising industries and begun 
doling out millions of dollars to 
build sprawling research parks and 
manufacturing plants. At the same 
time, the country’s rapidly advancing 
medical system was starting to 
demand cutting-edge treatments 
for its population of 1.3 billion—a 
giant untapped market waiting for 
biotech solutions, says Stephen 
Knight, managing director of Fidelity 
Biosciences. 

steve knight
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national leaders such as Pfizer ($PFE) 
and AstraZeneca ($AZN), biotech 
startups, and contract research or-
ganizations such as Quintiles. their 
interests range from developing in-
expensive biosimilars to teaming up 
with the local scientific talent to dis-
cover entirely new molecules. 

Innovent, says Fidelity’s Knight, is 
pursuing all of the above. “the com-
mon denominator is we’re interested 
in high-quality medicine,” he says. 
“China in the long run looks more 
like the West. What I mean by that 
is there’s evidence-based medicine, 
there’s an attention to quality, and 
a regulatory process that’s based on robust 
clinical trials with statistically significant end-
points.” the company now has three biotech 
compounds in its pipeline, including an anti-
CD20 antibody to treat non-hodgkin lympho-
ma and chronic lymphocytic leukemia.

 “We thought about partners to bring ad-
ditional capital, but more importantly to bring 
intellectual property and knowledge,” Knight 
says. “Lilly is a major powerhouse in biologics.” 

Quest for InnovatIon
Until recently, the history of the pharmaceu-

tical industry in China 
was more about imitation 
than innovation. “the 
main growth driver has 
been traditional Chinese 
medicine or generics,” says 
David Jiang, managing 
director of Biocom China 
Consulting in San Diego. 
“there’s a huge unmet 
need for innovative, best-
in-class medicine from the West.”

About 40% of biotech sales in China come 
from biosimilars, according to a report from 
London-based market researcher Scrip Intel-
ligence. that would explain why the market for 
biologics in China has been growing more than 
25% a year, but total sales of biotech drugs are 
still only $1.5 billion a year. Scrip analyzed 62 
deals struck in China by foreign companies 
between 2007 and 2011 and found that most 
were product licensing, joint ventures, or stra-
tegic alliances.

No doubt much of the influx into China has 
been spurred by a 5-year plan the country put 

in place in 2011. Chinese government officials 
pledged $308 billion to biotech, which they 
fingered as a “strategic emerging industry,” and 
they announced a plan to add 1 million new 
biotech jobs by the end of 2015.

China’s biotech initiative is part of a broader 
strategy to improve the country’s healthcare 
system. the 5-year plan includes specific health 
outcomes, such as adding a year of life expec-
tancy for the broad population and decreasing 
the infant mortality rate.

AstraZeneca cites 
China’s focus on im-
proving healthcare as 
one of the major factors 
behind its recent push 
into the biologics space 
there. AstraZeneca em-
ploys 5,000 people in 
manufacturing, market-
ing, and sales in China, 
where the operation is 
still largely focused on 
nonbiotech drugs. 

But the company is 
boosting its presence in 
biotech in response to powerful growth met-
rics, says a spokeswoman [What’s her name ]
for the China operation, in an email. She says 
the growth opportunity is driven by factors 
such as increased affluence, longer life spans, 
and the growing prevalence of chronic diseases. 
For example, the number of diabetes cases in 
China is projected to grow 49% to 59.3 mil-
lion by 2025. At the same time, the number of 
middle-class households in China is explod-
ing. As income levels rise across these markets, 
the spokeswoman says, the demand for higher 
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China’s biotech initiative
is part of a broader 
strategy to improve the 
country’s healthcare 
system. The 5-year plan
includes specific health 
outcomes, such as adding 
a year of life expectancy 
for the broad population 
and decreasing the 
infant mortality rate.

david jiang
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standards of healthcare is increasing, too.
In September 2012, AstraZeneca’s biotech 

unit, MedImmune, announced a 50-50 joint 
venture with China’s WuXi Apptec to develop 
and commercialize a novel biologic to treat au-
toimmune and inflammatory diseases. A month 
later, WuXi opened a new biotech manufactur-
ing plant in Shanghai, initially designed to sup-
port the AstraZeneca deal. richard Soll, senior 
vice president of integrated services and head 
of corporate alliances for WuXi, says it’s the first 
factory in China with a technology platform 
that will meet “worldwide regulatory require-
ments” for biotech manufacturing.

Other Big Pharma companies are form-
ing joint ventures in China, including Merck 
($MrK), which in 2011 formed a partner-
ship with Simcere Pharmaceutical in Nanjing 
to develop drugs to treat cardiovascular and 
metabolic diseases. And Pfizer formed a joint 
venture that year with Jilin guoyuan Animal 
health Company in huinan to make animal 
vaccines. (Pfizer’s animal health unit, now 
called Zoetis, has since been spun off and is 
preparing for an IPO.)

Swiss drug giant roche ($rhhBY) has been 
building up its presence in China for the last 
decade. It established an r&D center there in 
2004, which is now largely dedicated to dis-
covering new treatments in virology. It built a 
production plant in Shanghai in 2005, and in 
2011, it began to export a China-made version 
of its cancer drug, Xeloda, to the U.S. and Eu-
rope. the company calls roche China a “critical 
link” in its global supply chain.

CallIng the sea turtles
the Chinese government’s devotion to bio-

tech has sparked major expansion efforts by 
some of the country’s leading pharmaceutical 
players, including AstraZeneca’s partner, WuXi. 

the company was originally founded in 2001 
as a chemistry services provider to Western 
pharma companies, Soll says, but it has evolved 
over the past few years in response to the grow-
ing demand for biologics. “given the density of 
biologics in these [pharma] companies’ pipe-
lines,” he says, “it becomes very important for 
us to provide these services to our customers.” 

In October 2011, WuXi bought San Diego-
based Abgent, which has a catalog of 20,000 
antibody products. And in September 2012, 
WuXi formed an alliance with Palo Alto, Calif.-
based Open Monoclonal technology, which 
markets transgenic rats for 
biotech research. WuXi 
is using the technology 
to discover biotech drug 
candidates for its cus-
tomers. Soll says WuXi 
has hired more than 300 
Chinese nationals who 
have worked in the West, 
including its chief technol-
ogy officer for biologics 
services, Chris Chen, who 
worked in bioprocessing 
for both Merck and Eli Lilly.

Durham, NC-based global contract research 
provider Quintiles has undergone a similar evo-
lution in its China biologics business. Quintiles 
opened its China operation in 1997, and for 
the first 10 years, the majority of its business 
there involved providing clinical trial services 
for overseas pharma companies developing 
drugs to be marketed elsewhere, says Ling 
Zhen, vice president and general manager of 
Quintiles greater China.

then Quintiles detected a shift in its cus-
tomer base. “In the past 5 years, we have seen 
more and more pharma companies placing 
major r&D centers in China,” Zhen says. “It’s 

not about building up 
infrastructure. It’s about 
shifting their innovative 
projects, sometimes deci-
sion-making—even fund-
ing decision-making—
power to China. to mirror 
their need, it has become 
increasingly important for 
us to have full-blown, lo-
cally based services here 
in China.” At the same 

The Chinese 
government’s devotion 
to biotech has sparked 
major expansion 
efforts by some of 
the country’s leading
pharmaceutical players,
including AstraZeneca’s 
partner, WuXi. Ch
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time, Quintiles is seeing grow-
ing demand from China-based 
pharma companies, he says.

So Quintiles added a host 
of new services, such as data 
management, medical writing, 
and project management. then 
in 2012, Quintiles launched 
Kun tou, a fully owned sub-
sidiary set up specifically to 
service two growing customer 
bases: companies seeking ap-
proval from the Chinese State Food and Drug 
Administration (SFDA) and companies that are 
undertaking postmarketing (Phase IV) studies 
in China. “Just in the past 10 months, we have 
received over 100 requests for proposals,” Zhen 
says. “We have 50 employees there now. We 
want to grow that team to 200.”One of the big-
gest challenges companies operating in China 
face is a lack of expertise in []Western-style 
quality standards for research, development, 
and manufacturing. Companies such as WuXi 
and Quintiles are filling that knowledge gap 
by actively recruiting Chinese nationals who 
have trained in the West. they call them “sea 
turtles,” after critters that are beloved in China 
for their propensity to swim long distances. 

Zhen counts himself among the ranks of the 
sea turtles. After earning his undergraduate de-
gree in China, he moved to the U.S. to pursue 
two master’s degrees and then spent 15 years 
working for Eli Lilly and glaxoSmithKline 
($gSK). Quintiles tapped him three years ago 
to return to China. “I’m just one example,” 
Zhen says. “Most of the members of my senior 
management team have overseas working and 
educational experience.”

that experience will be vital for helping Chi-
na overcome quality concerns that have dogged 
the country’s pharmaceutical industry for years. 
the SFDA’s regulatory guidelines are similar to 
those in the West, but the agency long lacked 
“the bandwidth in terms of resources, expertise, 
to really enforce these regulatory guidelines,” 
Zhen says. What’s more, hospitals in China 
didn’t really place any value on clinical trials, 
so physicians there lacked the necessary experi-
ence to run them, he says. 

that has all changed in recent years. “SFDA 
has refined its regulatory guidelines, and it has 
been training its staff to help them better en-
force them,” he says. “At the hospital level, they 

are getting more experience doing complex, 
high-quality, multinational global trials.”

China has reached some impressive mile-
stones in its efforts to improve quality. In 2011, 
the World health Organization announced 
that the SFDA had met all WhO requirements 
for an official vaccine regulatory system, and 
it gave SFDA the authority to approve China-
made vaccines for international use.

vCs and startups head east
China’s growing stature in biotech has made 

it fertile ground for venture capitalists in the 
U.S. In addition to Fidelity Biosciences, Palo 
Alto, Calif.-based Vivo Ventures has been 
steadily building its portfolio of China-based 
life sciences companies ever since it opened its 
Shanghai office in 2007. It has already chalked 
up some successes, including orthopedics de-
vice maker China Kanghui holdings, which 
was acquired by Medtronic in November for 
$816 million. Vivo closed its seventh health 
fund in 2011 with a goal of investing 45% of its 
$375 million reserve in China—up from 20% 
invested there by its sixth fund.

Frank Kung, managing partner of Vivo Ven-
tures, says much of his firm’s strategy revolves 
around being able to match up Chinese and 
U.S. companies—forming partnerships that 
can be particularly important for cash-strapped 
biotech startups. For example, on Nov. 5, Vivo 
led a $30 million investment in Shanghai Jing-
feng Pharmaceutical, a two-year-old company 
that specializes in producing hyaluronic acid-
based injectable drugs used to treat orthopedic 
diseases.

Vivo introduced Jingfeng to one of its U.S. 
holdings, Palo Alto-based Carbylan Biosurgery, 
and the two companies formed a licensing 
agreement to develop a long-acting injection 
that combines hyaluronic acid with a steroid to 

Ch
in

a’
s 

ris
e 

dr
iv

es
 in

ve
st

m
en

t i
n 

bi
ot

ec
h 

dr
ug

s



PAgE 5 FIErCEBIOtECh SPECIAL rEPOrt

relieve arthritis pain. Jingfeng will develop and 
commercialize the product in China. “When 
there’s a culture gap, knowledge can go a long 
way,” Kung says. “You need to understand 
how a licensing deal works, and how to value 
the quality of the product. We’re using all our 
tricks to help our portfolio companies build 
their futures in China.”

Both Vivo and Fidelity are looking for oppor-
tunities in the vaccines space in China, as well. 
“When you’re looking at population-based 
medicine, vaccines are a critical component,” 
Knight says. Fidelity is about to close an invest-
ment in a Chinese maker of human vaccines, 
he says, and it has already invested in hile 
BioPharma, a leading maker of animal vaccines. 
“half of the world’s pigs are in China and half 
the world’s pigs are consumed in China,” he 
says. “that’s a huge market.” 

China is also starting to catch the attention 
of biotech startups in the U.S. that are search-
ing for development partners. “China wants 
to bring innovative medicines to the emerging 
middle class,” says Biocom’s Jiang. “In the U.S., 
there are lots of early-stage companies that have 
innovative medicines and are looking for fund-
ing.”

Jiang’s goal is to bridge that gap. So he has 
been leading tours of China for biotech execu-
tives in San Diego who are looking to form 
licensing deals. In October, for example, he 
took three top executives from San Diego-based 
Sangart to 5 cities in China, where they met 
with their counterparts at 10 different com-
panies. Jiang persuaded Sangart CEO Brian 
O’Callaghan to consider 
China after hearing about 
the company’s lead drug, 
MP4OX, which it is devel-
oping to treat hemorrhagic 
shock in trauma victims. 
“David told me they have 
thousands of miles of new 
highway over there and 
millions of new drivers. 
You put those two things 
together and you get an awful lot of trauma,” 
O’Callaghan says.

Although he was skeptical at first, 
O’Callaghan agreed to the trip and was stunned 
by what he found in China. “We were incred-
ibly impressed with the people we met,” he 
says. “they understood the requirements of []
Western companies for partnering. they un-

derstood all the regulatory requirements. that 
wouldn’t have been the case 10 years ago.” 
O’Callaghan says that if the product, which 
is currently in Phase II testing, succeeds, he 
intends to court the Chinese companies that 
expressed an interest in developing it for the 
China market.

Last April, some San Diego politicians 
joined one of Jiang’s tours, including ron rob-
erts, chairman of District 4 for the San Diego 
County Board of Supervisors. “Public officials 
can assist our businesses in opening doors 
there,” roberts says. “What amazes me is the 
level of interest there. I came back particularly 
impressed with the scale of everything. We saw 
hospitals, research facilities being built on a 
scale that’s unlike anything I’ve ever seen.”

that said, entering China still poses plenty 
of challenges for Western companies. Last 
winter, Jiang says, a San 
Diego biotech company 
entered into partner-
ship discussions with a 
Chinese company, but 
the talks fell apart when 
the two sides couldn’t 
agree on the potential 
market value of the 
product and the size of 
the upfront payments. 
“this is such a new 
endeavor that [Chinese 
companies] don’t feel 
comfortable yet making large investments,” Ji-
ang says. “they’re being cautious because they 
don’t have the experience. But I see more and 
more Chinese companies moving in line with 
Western ways.”

As the size of the opportunity in China con-
tinues to expand, there’s little doubt players in 
the East and West will work out their differenc-
es and continue to form alliances. “China has 
the will and the cash. the Chinese want more 
and more []Western innovative medicine,” Ji-
ang says. “I do see the potential for China to be 
the largest country for biologics in Asia.”

Arlene Weintraub is a freelance writer who has been 
published in USA Today, US News & World Report, 
Technology Review, and other media outlets. She was 
previously a senior health writer based out of the New 
York City headquarters of BusinessWeek, and she also 
worked as an editor for Xconomy.com. Her book about 
the anti-aging industry, Selling the Fountain of Youth, 
was published by Basic Books in September 2010. 
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As the size of 
the opportunity in 
China continues to 
expand, there’s 
little doubt players 
in the East and West 
will work out their 
differences and 
continue to form 
alliances. 

Brian O’Callaghan


