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BUSINESS

Venture capitalists
tackle Chinese hurdles

Research campuses in Beijing and shanghai
are brimming with ideas that might inviee
commercial develaprent. And for the first
time, venture capatal to take them forward is
pouring into the country.

Lastyear, aceording to Ermst & Young, ven-
wire-capital nvestments in China totalled
115313 hillion — more than those in France,
il omly 2 Iraction of the £20 hillion mised in
the United States, Yet according to a report
released last menth by the international con
sultancy, the Chinese venture-capital market
remains fragile

“Chinese venture capital 1 ata crossroads”
the report coneludes. “Unless the eonditions
nevissry o austain a healthy venmre-capital
industry are put in place, the pace of inves-
mient i likely 1o slow ar even be reversed”
Indeed, the report supgests, an 8% drop in
venture-capital imvestrent during the first half
of this vear may be an ominous sign

Venuse capital in China first got going in
1992, wheen [TG Technobogy Venture Invest-
mient began irnvesting in information-techin -
agry eompanies there, The feld las grosen
rapidly of late, trebling in vahue since 2002, Yet
anly a small fractzon of this i gping into sci-
ence-hased businesses. Many of the ventures
hacked are comventional services and mana
facturing ones, savs Yoshiaki Hasegava of the
Tokyo-hased Japan Asia Investment Com-
parry And of the technology firms backed by
venture capitalists, most are in sermboon due-
wirsand information technalogy

The repart — written by Ernst & Youngs Gil
Frrer o the h1mnr1:hnnghliﬂnr|:xhnpm
hasted with the China Vensure Capital Assaci
arioin — warns tat investor intercst is being
darnpened by venture capitalists’ inahility to
miake maney from amall Chinese companics
Ty floating thermom a stock mardet. [tealls on
the Chiirsise prvernrment o gef i sk -
ket simmilar vothe Masdag. But eardier this vear,
the gowernment strengthened restrictions on
Chinese companies raising money through
share offerings.on foreagn stock markets. “I& is
trving bovcontrol the flon of capatal,” saps Foecr

Interratinnal imvestrent funds such as DG
and the SoftBank Asia Infrastracture Fund,
hazed in Horeg Bang, aceount for about 70%
of tatal venture-capital investment in China,

azcnrdinfll: Frrst & Young, The majoray af

the 2{H) domestic venture-capital funds that

At the cressroads: venture capitalisis are geiting
mixed sgrals frem the Chinese government.

acconmt bor the rest are closely tied wecity and
provancial governments. And loreign funds
tend 1o follow their lead. “They want assur
ance” eomeerning the reliabality af target firnas,
says Ming-Wei Wang, president of SinWest,a
baosechnalogy cormpany hased in San Diego
with inkerests i Chinaand the Unimed States.
According o Wang, geverniment invest-
aent is aften spread oo thin, g it ties w
please Lo many people. And government-
associated funcs edten base their investments
om persomal connections, mther than potential
proigability, “We need independent evala
tiom,” he sys
Ressearchers themsehees can pat offventure
capitalists by refusing to shase information,
Wang adda. Such refusals are understandable,
given the weak legal mechanisms thar are
cailable to protect intedlecmal property in
(:hina,hﬂ1h.:y1|1ak4:x].:a>hudl.-:u:|=lun‘].r_'
[T F‘ing Fhan, executive director of the
Chinese Mational Himan Genomie Research
Center in Shanghai, says that venbuse funds in
China often lack the know-biwe to evaluate
their inmestmients, “Thoas who bave the mooey
ot understand technelogy!” he sava. “These
whoinderstand s don’t bave any money”
There are soame signs that the government
woonildl ke o Fositer ventbure capital last month,
itactnumlly eased some restrictions on citizens’
activities on fareign stock markets. And sea
soned imvestors are confident that the market
will comtinue to expand. “China is moving ina
postivedirection,” savs Hasegawa, whose firm
Isan already invested in two dozen Chinese
CONTIANIES. |
David Cyranaski

IN ERIEF

PATENT PEACE Brazil and Abiaott
Laboratories have averted 2 patent
shewdown by ansouncing that they
Ihare agrend on pricing for a key
AIDS drisg.

Baginmimg naxt March, thi
Ninois-based drug campany will
make the protease inhikitor Kalebra
Clopinavir and ritanavicd available
o the: Brazilian gowernment for
63 US centsa pill, rather than the
current price st 5117

In s, Brazd's hiealth ministry
thrsatanad ta Braak Abbatls
patest = which daasa™ expire until
2015 — and begin producing a
generic version af the drug if the
company didn’t lower its price.
Kaleira is2 staple in Brazil's
remewnad, publichy unded AIDS
pragramme, which distributes free
drugs ta raughly 160,000 patisnts,

GIIMG OFFSHOWRE Indust risl
research and develspment is
rapidly gaing glabal, according ba
2 smrwey by the Paris-besed
Organisation for Econamic
Cereperation and Development.
Thie survey says bhat $6% of
industrial rssarch s naw
parlarmed by avirsins slfifatis;
the comcentration af such ‘affshare”
researchis highest in Ireland and
Hungary, and kewestin Japan,
The econcmic think-tank says
it of the largest economies
[Britaim has themost
internationalizes industrial-
resaareh sysbam by theos separaie
eriteria. China has become the
third-largest research nation in the
warld, and surpassed Japan as the
cowntry with the second-largest
researchworkforce.

CANCER CASH Califarnia
biatechnalagy company Gansntach
eruissd 1o & recand-Sewaking third
quarter an beeming sales of anti-
cancer drigs. Its el income
increaved by 54% from the third
quarterim 2004, and for the first
time, US sales of the company’s
cancer drugs exceeded $1blllian,
The strong grawth was led by
US sales ol Avastin (havacizumak,
aeslenscancer drug Ehat siarves
ells of their Blaad supply, US sales
af Avastin grew by fourfitths, in
£32%8 milllon, compared with the
same time period in 2004, Sales
af Herceptin{trastuzumab), &
genetically targeted breast-rancer
drug; grew by 70% ts 3295 millian.
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