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The Shifting Potential for Alternative Protein in China 
 

 

Introduction to Alternative Protein in China 

Alternatives to meat and dairy products are well engrained in Chinese culinary culture, with the 
consumption of tofu, soy milk and other “alternatives” dating back several centuries. An additional layer 
of complexity in alt-meat is derived from the launch of 1.0 generation products over the last decade, 
mimicking traditional meat products, but characterized by a relatively low-quality point. The excitement in 
the market stems from the prolific growth of the 2.0 generation of products. 

The uptake of this new generation of alt-protein and alt-dairy products in China has been impressive, with 
an array of local brands appearing over the last two years. This has to some degree been catalyzed by the 
expansion of alternative products in international markets, with some of the leading global brands such as 
Oatly and Beyond Meat expanding into the Chinese market. Funding for Chinese 2.0 companies has 
lagged many Western markets with $110mn raised in 2020 and potentially <$40mn in 2021, although 
several notable funding rounds including Starfield’s $100mn Series B in early 2022 are starting to appear. 
The leading companies have been very successful in driving growth through partnerships, particularly with 
major foodservice operators that have facilitated the roll out of products through China, overcoming many 
of the distribution challenges. 

Plant based products have been the major segment thus far, with a host of me-too companies rapidly 
appearing in the market mirroring many of the Western companies that have exported products to China. 
Major CPG and traditional meat and dairy companies have also developed products for local launch. A 
handful of high-tech companies have also emerged, with several making impressive progress looking to 
catch up with Western peers. CellX and Avant Meats are two cultivated meat companies that are both 
employing novel techniques to address some of the challenges that many players in the industry have 
encountered, making remarkable strides in the cost reduction process.  

The inclusion of these products in the Chinese Government Five Year Plan has serious ramifications for 
the evolution of the industry. Whilst covered below in more detail, this will provide a considerable boost 
to the expected trajectory for investment in the industry, and its future expansion. 

         
 

Figure 1. Select Plant Based Products in the Chinese Market 



 

 

China’s Protein Consumption and Target Product Categories for Alternative Proteins 

 
Animal Protein 

China is the world’s largest protein producer & consumer, with total volumes well-surpassing those of the 
EU and US. Dairy consumption is somewhat lagging Western markets, but is expanding rapidly as cultural 
shifts take place and supply increases. For alternative products, this presents a vast addressable market. 

Meat consumption had been relatively stable since 2014, arguably trending down from this peak. ASF 
resulted in the decimation of the pork herd, reducing supply of the main meat staple for Chinese 
consumers, with the increase in chicken, beef and fish consumption yet to fill the void. Covid-19 slowed 
the recovery in demand, with outbreaks continuing to weigh on demand through 2022; this was however 
a more limited driver. A mid-term recovery in consumption is expected, but contrary to many China-
observers, limited gains above the 2014 peak are expected, with the emphasis shifting from volume to 
quality, particularly among the upper and middle classes. This opens the door for new competing products. 

 
Figure 2. PC Meat Consumption by Species, 2010-26f, (kg cwe/hd)  

 

There are a range of product categories that are ripe for targeting by alt-protein producers. 

Western style products, largely for the QSR sector, represent the simplest target given the lower 
Chinese familiarity with this cuisine and the importance of out-of-home consumption where 
products are prepared to a higher standard by professional chefs. These currently include: 

• Chicken products such as nuggets & burgers 
• Beef products, predominantly burgers 
• Snacking products 



 

Chinese style products represent a much larger market, but with greater complexity given the 
challenges over product flavor, texture, and robustness. Major categories to target include: 

• Dim Sum, a vast ~5mn ton market, with a range of entry points for alt-protein products 
• Chinese barbeque, with texture a key consideration 
• Hot pot, although this will be challenging given the product requirements 
• Chinese style sausages 

Companies will need to be careful in selecting the market segments to target. This is particularly the case 
for Western companies entering China, which must adapt to local taste, texture and mouthfeel 
requirements. The size of the Chinese protein market however makes this incredibly attractive to alt-
protein producers and investors, with a vast TAM open for disruption. 

Dairy 

Dairy consumption has continued to grow, met by increasing local production and continued imports, 
particularly for processed products such as butter, cheese, cream and a range of milk powders. Drinking 
milk and yogurt are the main categories in China, with these largely met by local production. Consumption 
has been increasing strongly across both products, with the Chinese consumer association between health 
and dairy products an important driver. Covid-19 acted to accelerate demand growth, with the 
government and dairy companies highlighting the health benefits of dairy. 

Alt-dairy products are already targeting the fresh liquid milk category, although there are a host of 
established 1.0 products, mostly soy based. New products using oat and other ingredients are having to 
push the health characteristics to gain traction. Partnerships with coffee and tea shops has been a key 
strategy to expand through tier 1 and tier 1A cities where higher income consumers are willing to try these 
usually more expensive products. Local dairy companies Yili and Mengniu have launched alt-dairy 
products, with Oatly also expanding rapidly. 

Plant based yogurt products remain minor at present, but are expanding quickly, driven mainly by local 
companies such as Marvelous Foods. Cheese, ice cream and adult nutrition are all categories with notable 
potential for alt-dairy companies. The limited tradition of cheese consumption and high share of processed 
products opens the door, whilst there will be greater complexity in formulation to overcome in ice cream 
and protein; in the mid-term, considerable expansion is expected. 

 

Key Drivers for the Future 

The key drivers for the expansion of alternative products in China focus on health, both from a nutritional 
and food safety standpoint. The environment and animal welfare are less pronounced than in western 
markets. This is slowly changing, but in the short- to mid-term, alt-protein and alt-dairy companies will 
primarily be judged on their ability to meet certain health requirements, with protein and fiber high on the 
nutritional list. 

China’s vast population of 1.4bn people is experiencing a range of factors that will drive the market 
attractiveness: 

• Increasing disposable incomes, skewed towards higher tier cities for now. 
• Around 40% of the population is in the two key demographics driving the alt-protein trend: 

millennials and Gen Z. 



 

• Shifting lifestyles and increasing interest in new products and experiences amongst these two 
demographics. 

The availability of raw materials is expected to be a major pain point for producers around the world, 
particularly in the mid- to long-term as production volumes really ramp up. This will most clearly be for 
protein isolates and to a lesser degree, concentrates. China is in a relatively unique position, with a 
significant protein concentrate and isolate production footprint already established. Whilst pea and soy 
imports are important, the greater ease with which an integrated value chain could be built in China adds 
further comfort to the positive outlook we hold for China.  

The government stance, as for most industries in China, will be the pivotal factor. Support from the 
government, which could materialize in a range of forms, will rapidly accelerate the advancement of the 
industry in China. 

 

The Chinese Government’s Five-Year Plan 

The recent Chinese government Five-Year Plan calling for increased research into cultivated meat and 
other novel proteins is arguably the most significant development for the global alternative proteins 
industry to date, far surpassing regulatory approval from Singapore or the billions of dollars being invested 
in the space. President Xi’s comments that “it is necessary to expand from traditional crops and livestock 
and poultry resources to more abundant biological resources, develop biotechnology and bio-industry, 
and seek energy and protein from plants, animals, and micro-organisms” is a significant endorsement for 
the industry. China's National Development and Reform Commission in its Five-Year Plan mirrored this, 
highlighting the need for “developing synthetic biology technology, exploring the development of ‘artificial 
protein’ and other new foods”. 

The subsequent support is likely to materialize across a range of facets: 

• Financial incentives, including market-based tools to spur investment and preferential access 
to credit 

• Accommodative legislation 
• Research grants and support for universities 
• Assistance building out supply chains 
• Supportive communication with consumers 

This has serious ramifications for the evolution of the industry, not just in China, but globally. For context, 
industries in China that have received significant government support tend to take off. High speed trains 
made it onto the Chinese government agenda in 2008. By 2013, China had more passenger kms than the 
rest of the world combined, and by 2017 contributed 70% of global high-speed rail travel.  



 

 

Figure 3. High-speed Train Traffic by Country, 1964-2017, (billions of passenger kms)  

 

 

Developing silicon refinement technology (solar panels) was written into the Ministry of Science and 
Technology’s 11th Five Year Plan (2006-2010). China went from close to zero solar cell production to be 
No.1 globally in two years and now holds >75% of global production. The government was central to the 
building out of an ecosystem and implementation of policies that encouraged investment throughout the 
value chain, driving superior competitiveness. 

Plant based and cultivated protein companies will experience a range of benefits, all of which will drive 
the acceleration and development of the industry. The degree to which this will boost the industry is more 
difficult to ascertain given the challenges in building out a supply chain with complex sourcing, production, 
and distribution aspects. However, if other industries serve as proxies, China could be expected to become 
a major player on the world stage this decade, with Chinese companies the substantial beneficiaries. 

 

Outlook for China 

The alt-protein industry in China is expected to expand rapidly over the next decade, with more of this 
growth skewed towards the second half of this time frame as industry scaleup accelerates. Plant based 
companies will certainly be the key market and volume drivers over the coming three to five years. 
However, cell based and fermentation companies are expected to receive notable financing in the coming 
years, with products likely coming to market in the 2-4 year time frame.  

Focusing on the 2.0 generation products and beyond, we are seeing significant growth across both meat 
and dairy alternatives. The expansion of dairy alternatives is likely to be higher than that for meat 
alternatives given the lower barriers to entry and the greater ease of scaling production. 



 

This growth is likely to be driven by a range of companies, including: 

• Pure player Chinese alternative protein producers 
• International alternative protein producers, some exporting products to China, with others 

establishing facilities in country 
• Major Chinese meat and dairy companies, as well as international players with Chinese assets 
• Leading Chinese CPG companies, as well as a few internationals with a China footprint 

The figures below provided by Gira, a food and ag strategy consulting firm, were produced back in 2021 
prior to the recent government announcement and show a base case scenario for the alt-protein and alt-
dairy market reaching $15 billion by 2030, with noticeable variance around this. In our view, following the 
clear government support for the sector, the probability becomes more skewed towards the base and 
upside case in the model, with the probability of the downside case reduced. 

 

Figure 4. Alt-protein 2.0 & Alt-Dairy 2.0 Market Size Projections, 2018-2025f-2030f, Market Size (USD bn) 

 

A fundamental aspect driving the attractiveness for alternative products is the TAM. For alt-protein alone, 
taking a 1.5% market share of protein consumption would derive a $6bn market opportunity. The lower 
market share capture required to create a notable market opportunity is an important factor when 
compared with Western markets. 

What was already a thoroughly interesting market with considerable upside potential for both producers 
and investors has now received a further boost. The government support will be fundamental in driving 
this growth with the inflow of capital an important accelerant. This presents a range of opportunities for 
investors, both helping portfolio companies expand into China and importantly investing in local 
companies that will be better positioned to leverage the upside. A robust understanding of the Chinese 
market complexities and nuances will be fundamental for Western investors. 

 

Lever VC 

Lever VC is a thought leader and leading sector specialist in the future of protein, investing globally 
throughout the alternative protein ecosystem from crop genetics and molecular farming to plant based, 
fermentation and cell cultured companies.  



 

Lever VC’s partners have made more investments in the alternative protein sector than any other fund—
85 deals (including follow-ons) over eight years—with stellar returns and exits. Key members of Lever VC’s 
investment team have also deployed over USD 450 million into the conventional animal protein sector 
since 2015 and have spent the past decade consulting to leading global meat and dairy companies. This 
domain expertise and sector reputation provides added advantages to the Lever VC Fund I LP for deal 
origination, due diligence, market intelligence, and supporting the Fund portfolio companies. 

  



 

Disclaimer 

LEVER VC FUND I LP is an investment fund with seat in Cayman Islands, registered with Cayman Islands Registrar of 
Exempted Limited Partnerships under 105326, with business address at: c/o Campbells Corporate Services Limited, 
Floor 4, Willow House, Cricket Square, Grand Cayman KY1-9010, Cayman Islands.  

This document is for information only and is not intended to be construed as an invitation or offer of any securities 
or other investment products or as an invitation or offer to conclude a contract or to buy and sell any securities or 
other investments products. Any such invitation or offer will only be made by means of a confidential offering 
memorandum. 

All information contained in this document is confidential and intended solely for the information of the person to 
whom it has been delivered and may not be distributed to any person in any jurisdiction where distribution to such a 
person would constitute a violation of any applicable law or regulation. Recipients may not reproduce or transmit it, 
in whole or in part, to third parties.  

This document is only intended for professional investors (as defined in the Securities and Futures Ordinance 
(Cap.571)) and is not to be distributed to, or relied on, in any circumstances by any person who is not a professional 
investor. This document and any securities or other investment products referred to in it have been registered with, 
authorized, approved or disapproved, by the Securities and Futures Commission or any other authority, whether in 
Hong Kong or in any other jurisdiction. No authority has passed upon or endorsed upon the merits of any such 
securities or other investment products or the accuracy or adequacy of this document.  

The information contained in this document does not constitute investment advice and has not taken into 
consideration any person’s investment objectives, legal, financial and tax situation or particular needs in any respect. 
Investors should seek professional advice as to the suitability of any securities or other investment products 
mentioned in this document.  

Information contained in this document, unless otherwise specified, is obtained from sources which are believed to 
be reliable but no representation or guarantee is made by us as to the accuracy or completeness of any such 
information. If this document contains any information relating to the past performance of any securities or other 
investment products, you should note that past performance is not indicative of future results. If the base currency 
of any securities or other investment products mentioned in this document does not match your reference currency, 
the return may be affected by currency fluctuations. Potential for profit is accompanied by possibility of loss. This 
document may contain certain statements that may be deemed forward-looking statements. While forward-looking 
statements represent judgments and future expectations concerning any securities or other investment products 
mentioned in this document, a number of risks, uncertainties and other important factors may cause actual results to 
substantially differ from such judgments and expectations in a material way. Any market or investment view 
mentioned in this document is not intended to be investment research. Information contained in this document is 
subject to change without any obligation on our part to notify you of any change.  

If this document forms part of a presentation or is presented to you together with other documents and materials, 
this document should not be read in isolation and may not provide a full explanation of all of the topics presented and 
discussed. Investors should note that investment involves risk. The price of any securities or other investment product 
may go down as well as up. Investors should read the confidential offering memorandum for details and risk factors 
affecting the investment. If conflicts exist between this document and the confidential offering memorandum, the 
confidential offering memorandum shall prevail.  

Lever VC does not accept any liability whatsoever for any decisions taken based upon the material. No representation 
or warranty, express or implied, is made with respect to this document or views herein as to is fairness, accuracy or 
completeness. Neither Lever VC nor any of its subsidiaries, affiliates, controlling persons, directors, officers or 
employees, or advisers shall be in any way liable or responsible, directly or indirectly, whether expressly or by 
implication, in contract, tort, by statue or otherwise for the contents hereof or any loss howsoever arising. Risks are 
involved in any investment. It is the investor’s responsibility to independently verify any data relied upon for an 
investment using qualified legal, financial, and operations advisors. Prior to investing, investors should also carefully 
consider possible tax consequences and legal requirements. 
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