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PHARMA FRENZY
China has relaxed restrictions

on its healthcare industry,

prompting overseas companies

to seek access to the world’s

second-largest drug market.

In the past year, a record 271

cross-border licensing deals

were inked between Chinese

and multinational drugmakers.

However, lawyers recommend

that potential JV partners

should carefully consider

certain legal issues before

they commit fully.

BY HU YANGXIAOXIAO    

multinational groups such as Roche, 

pharmaceutical companies, according to 

-
ment, commercialization and sharing 

The rapid growth of China’s phar-

-

Times. “Pharmaceutical spending in 

trend. “The life sciences market in China 

accelerated the opening of the pharma-

-

and its implementation regulations took 

the pharmaceutical sector and encour-
-

new laws are also helping local drug-
makers grow, making them ideal part-
ners for foreign companies.

-

-

marketing authorization holder system 

risk during the whole-life cycle of drugs, 

intellectual property, China also intro-
duced a drug patent linkage system and 

and promote the transformation and 

looking for new forms of partnerships, 

making licensing deals.

C APITAL INCENTIVES

major types of deals in the past year, 

companies, and the second where multi-
national companies will do the same 
with cutting-edge Chinese-created 
pharmaceuticals outside of China, the 
Financial Times reported.
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“More common ones include
incubation, joint ventures,

investments, equity or assets
acquisitions, license-in and

license-out deals. It’s changing
from an asset sale to a

diversified model that seeks
long-term collaboration and

distribution of profits.”
— Zhang Li & Song Wei, Han Kun Law Offices

— 
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Pharmaceuticals to commercialize 

-
ture and commercialize a lung cancer 

Speaking of the Chinese-foreign 

Song and Zhang say: “More common 

-

-
-

They point out that partnerships 

as well as infectious disease drugs such 

-
oration in oncology and immunology 
drugs. She says Chinese companies 

less impactful.

says license-in deals are currently the 
most common. “We expect to see more 
license-out deals as Chinese compa-

foreign players pay more attention to 

-

common in the past due to limita-

relaxation of such limitations within 

-
tures and in fact are often considered 

approaches to accessing or expanding 

-
rienced entrepreneurs, sector focused 

capital markets was still in the process 

Mok says the ecosystem is now 
ripe. “Multinational companies can 

-
maceutical assets outside of China to 

-
nies and then hire local or regional 

-
nies can attract third-party capital to 

-

They note that more capital not only 

upgrading of the upstream and down-

pharmaceutical ingredient sector, 
contract research organizations, contract 

-
-

opment and 3D printing. All these 

WIN-WIN

Mok notes that logistical and other 

-

to supply-chain management. Chinese 

increasingly more important partners 

As an example, Mok notes that prior 
to the onset of the pandemic, numerous 

the pandemic, the world was hunting for 
-

in China attracted a lot of interest from 

Additionally, “China was well known 
-

-
ners in the market are positioned to 

companies in the small molecule and 
-

Apart from making use of the 

-

other ways. The structure helps multi-
-

ways in China, potentially access expe-

Mok also notes that multinational 

By partnering with startups, multina-
tional drugmakers “get opportunities, 

-

KEY LEGAL ISSUES

and Chinese pharmaceutical compa-
nies also require support from lawyers. 

pay attention to.

importance of intellectual property. 
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“Chinese companies were
not very active in overseas
M&A in 2020… We expect

to see more license-out deals
as Chinese companies enhance

their R&D capabilities and
foreign players pay more

attention to R&D in China.”
— Mo Huan, Jia Yuan Law Offices

— 
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core of licensing deals in the pharma-

ownership of intellectual property. Due 
to the dynamic nature of pharmaceu-
tical partnering, are licensees allowed 

-
fits of intellectual property of the 

-
late the granting of rights clauses and 

At the same time, intellectual 
property protection needs attention. 

where no one defended their rights 

applicants and patent rights holders or 

disputes through judicial or administra-

Another key legal issue is related to 
data compliance.

-
-

tion studies as well as clinical studies 
within China. The process relies upon 

-
gating the regulatory terrain for multi-

“China has strengthened its legis-
lation and law enforcement of health-
care data collection and storage in recent 

-
-

Things get more complicated 

the protection and rational use of human 

genetic resources and personal infor-

forms of participation if human genetic 

say companies “should keep an eye on 

genetic resources, such as the opening 
of data during the research process, 
patent ownership, major alterations, 

The third legal issue relates to 
export control regulations and anti-
trust practices. According to Mok, 
certain therapeutic assets and technol-

-
ities. As such, “it’s important to care-
fully consider whether assets that are 

an export license or some other form of 

-
rity considerations in respect of these 

-

political consideration, Mok also notes 
that there are customary tax as well as 
antitrust considerations to consider if 

E XPANDING ROLES

-

and Chinese companies continues to stay 

Song and Zhang point out the 
uniqueness of legal risk points. 

-

complicated, where risk points are 

special attention to and assist customers 
-

compliance, intellectual property, key 

requirements for corporate listings. We 

-
-

as listed companies. Yang Yuan, senior 

noticed the importance of intellectual 
property-related issues after talking to 

-

experience in the healthcare sector to 
help our clients deal with intellectual 
property issues, to identify intellectual 

the current geopolitical and economic 
landscape, says Mok.

understand what the risks are for them 

-
nies can do within the U.S. There are 

US companies can do with respect to 
-

opment within China. Thus, we spent 
a lot of time looking at national secu-

-
tional companies continue to take the 

“The experienced participants in the 

range of options to ensure their long-
term presence and success in China, 

-
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“There has been a resurgence
of joint venture structures and

in fact are often considered
the favored structure for both

Chinese and foreign firms
pursuing innovative approaches
to accessing or expanding the
market for new or innovative

drugs or therapeutic products.”
— Arthur Mok, Ropes & Gray

— 


