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The Importance of Reputation for Chinese Companies Overseas

LehmanBrown is happy to co-publish articles that it believes will be interesting to companies entering China or
Chinese companies expanding overseas. Whilst as an accounting and advisory firm, we are focussed on all matters
linked with finance and operations, often overlooked is the importance of communications. This article is written
in association with Project Associates, a global public relations and communications firm which supports Chinese

businesses as they expand abroad, helping them build and manage their reputation.
How Chinese companies can improve their image abroad.

Chinese companies are exploring opportunities in overseas markets in greater number than at any time
in the country’s history. Spurred on by the Belt and Road Initiative (BRI), over the past several years,
both SOEs and private companies have grown their businesses across the world.

However, while Chinese companies have sought the advice of a range of advisers, including
accountants, fiduciary service companies, lawyers, auditors and management consultants,
communications and reputation management remains an area often ignored.

At the same time, due to a combination of geopolitical, economic and social factors, a company’s
reputation is more important than ever. Across the world, host governments, investors, consumers and
employees are paying close attention to how a company is perceived. More often than not, the reputation
of a company is now crucial in determining its business success.

As a result, proactively managing a company’s reputation through strategic communications is no longer
a nice thing to do; it is a business imperative. Strategic communications must be a crucial part of a
business’ strategy, given the same priority as legal, financial and business development operations.

For Chinese companies investing overseas, there are two main ways to ensure their reputation supports
their business objectives: proactive positioning and preparing for potential issues and crises. Both
aspects are examined below in turn.

Building a positive reputation depends on successfully working out what you are trying to communicate,
whom you are communicating to, how you will communicate and why it matters. The last part is perhaps
the most important. Recently to talk about a business’ purpose has become well understood. As
expectations around transparency increase and audiences demand a greater focus on the environment,
social and governance (ESG) issues, a company needs to explain why its operations make a positive
contribution to the world. This is as true for consumer-facing industries as it is for more traditional B2B
operators.

Increasingly, reputation management consultancies are working with their clients to define what their
purpose is. Clearly, this will be different for every business, but the fundamental questions remain
the same: what social good are we bringing to the host country, who will benefit and why should local
governments and societies put their trust in us? Until those questions are answered thoroughly, an
organisation’s license to operate will be questioned, if not threatened.

Once answered, communications departments need to be on the front foot, telling their corporate

story and building trust amongst decision-makers, influencers, and the public that will reap dividends
in the good times and the bad. While the audience, messaging, channel, and content might differ, all
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companies need to develop a narrative that is both authentic and translates to the specific cultural
requirements of that market and create a content and channel strategy that tells that story in the most
effective way possible.

Too often, Chinese companies overseas see government relations as the key to successful operations.
However, while communications with governments remain hugely important, it is only part of a successful
communications programme. In many markets government policy is driven by wider societal factors,
not vice-versa, and a failure to build a strong reputation with a broad base of social actors (such as
consumers, think-tanks, academia, business organisations, NGOs etc.) may create barriers to growth.
Instead, companies must build holistic communications programmes, which speak to all audiences in the
market, in ways which resonate with each particular group. For example, a partnership with an academic
institution to develop a whitepaper may support a company’s communications with regulators but may
need to be supported with a social media campaign which addresses concerns unique to citizens in a
local community.

This type of approach takes time, as the trust necessary to run a business in a foreign market is not
built overnight. Besides, the best strategic communications programmes will work hand-in-hand with a
company’s legal and financial strategy, meaning that communications advisers, lawyers, accountants
and other consultants will achieve the best results when they work together. From experience, the results
speak for themselves, allowing a company to run sustainable and profitable operations in the long term.

Of course, it only takes one crisis to damage a company’s painstakingly built reputation quickly. Chinese
companies are currently facing a host of reputational challenges which, if not handled carefully, may
cause irreparable damage to their brand. Recent examples have included issues concerning local
communities, environmental protection, national security, labour relations and consumer trust. Indeed,
the fact that many BRI projects involve highly-complex issues in politically sensitive and high-stake
sectors only heightens this risk. It is crucial, therefore that a company prepares for a crisis before it
happens.

Sadly, communications are often viewed as a kind of insurance: you don’t need it usually, but you can
use it when a crisis happens. As has been shown above, the first step in ensuring a crisis does not
destroy a business is by having a wide-range of supporters across the market, whose trust has been
built on seeing a company contribute to society over the years.

The second step, though done at the same time as the longer-term positioning work, is putting in place
crisis handling protocols. These include mapping out potential crisis scenarios and responses, ensuring
messaging is frequently refreshed and up-to-date, training the relevant spokespeople, preparing crisis
handing guidebooks and ensuring the decision-making and escalation processes are well understood
throughout the company. This means that internal communications need to be as carefully planned out
as external communications.

A successful crisis response strategy won’t guarantee serious reputational consequences will be
avoided. Indeed often a successful response involves admitting mistakes and communicating a serious
desire to learn from them. However, if a company has a long-term track record as a good corporate
citizen and demonstrates that it addressed the issue quickly and thoroughly, the path to recovery is a
much easier one.
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At a time of great uncertainty, Chinese companies are coming under the spotlight more than ever before.
The answer is not a period of withdrawal, to wait and see if the global environment will become less
complicated. Instead, companies must positively engage with the markets they are in, communicating
the benefits they bring and positively engaging with both supporters and detractors. When combined with
robust crisis response strategies, Chinese companies will be well-positioned to continue to grow across
the globe.
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About Us

LehmanBrown is a licensed China-focused accounting, taxation and business advisory firm, operating dedicated offices in Beijing,

Tianjin, Shanghai, Shenzhen, Guangzhou, Hong Kong and Macau, and with an extensive affiliate network throughout China and

in over 100 countries worldwide.

LehmanBrown combines years of international expertise with practical China experience and knowledge, offering expert advice
and support to both local and international clients. We are committed to providing individually tailored financial and business
solutions for each of our clients, recognizing that each client is different. Through offering “whole of life” services, LehmanBrown
offers clients assistance throughout every step of their business life cycle, from pre-conception to afterlife. LehmanBrown is
registered with the PCAOB in the US and is able to conduct SEC work, as well as being accredited by accounting bodies in the UK

and Australia.
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Professional Services

Audit & Assurance External Audit
China Statutory Audit

US GAAP Audit

IFRS Audit

Hong Kong Statutory Audit

Internal Audit
Fraud Investigation

Forensic Accounting

Special Purpose Audit
Foreign Currency Audit
Royalty Audit

Capital Verification Audit

Valuation Services

Corporate Valuation

Damage Assessment Valuation Intellectual
Property Valuation Asset Valuation

Special Purposes Valuation

Corporate Finance
Debt Restructuring

Acquisition, Disposal & Financing

Mergers & Acquisitions
Transaction Advisory
M&A Divesture

M&A Integration

Financial Due Diligence

Business Services

Company Registration & Maintenance
Cash Flow Management

Chop Custodian Services

Market Entry Advisory

Updating Company Certificates

Annual Inspection & Reporting

Company Secretarial Services

Company Ownership Transferring/Corporate
Restructuring Background/Credit Checking

Company Deregistration & Bankruptcy

HR Support Services

China Visa Services for Expatriates

Social Welfare Structures

Outsourcing Services

Accounting & Bookkeeping
Budgeting & Forecasting Financial Statement

Preparation Head Office Reporting

Financial Management
Interim Financial Management Finance
Manager Function

CFO Function

Treasury Management
Set-up of Bank Account

Payroll Services
Payroll Processing Setup
Expatriate Employees

Local Employees

Secondment & Temping Service

Taxation Services

Individual Tax Planning (IIT)

Tax Immigration & Investment Review

US & Overseas Personal Income Tax Planning
& Filing IIT Tax Payment Facilitation
Application for Individual Income Tax Refund
Expatriate Staff Individual Income Tax Staff

Filing Local Staff Individual Income Tax

Company Taxation (CIT)

Tax Consulting

Corporate Tax Planning
Business Restructuring

Value Chain Review

Onshore / Offshore Investment

Transfer Pricing

Tax Compliance

Tax Due Diligence

Tax Deregistration

Negotiation of Tax Penalties

Tax Refund Application

Tax Representatives for Tax Audit
VAT & Customs Duty Clearance
PRC Tax Receipt Verification

VAT Application

VAT & Sales Tax Filing

Corporate Income Tax Reporting

Specialist Accounting & Risk Management

Internal Controls
Systems
Risk Management

Sarbanes - Oxley (SOX 404)

GAAP, SEC & IFRS Compliance

US GAAP

US GAAP Financial Statement Preparation
US GAAP Conversion

Other GAAP
GAAP Conversion
Public Company Compliance

Financial Statement Preparation

IFRS
IFRS Accounting Repackaging
IFRS Financial Statement Preparation

IFRS Public Company Compliance

SEC
SEC Public Company Compliance

Legal Services

Legal Advisory

Labour Legal Advisory

Workforce Downsizing Advisory
Labour Tribunal Assistance & Advisory
Labour Law Review & Audits

Review & Preparation of Employment Contracts

Corporate Legal Advisory

Legal Due Diligence

Corporate Restructuring Advisory

Review & Preparation of Articles of Association (AoA)
Review & Preparation of JV Contracts

Review & Preparation of Repatriation Agreements

Other Legal Services

Dispute Mediation & Advisory

Trademark & Intellectual Property Advisory
Debt Collection Assistance

Litigation Support
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For further information about how we can add value and support your individual or business needs, please contact us.
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Beijing dbit

6/F, Dongwai Diplomatic Building, 23 Dongzhimenwai Dajie,
Beijing 100600, China

AR AT X AR B TAMRA 23 5 AR AN I AR 602
Tel: + 86 10 8532 1720

Fax: + 86 10 8532 2746

Email: beijing@lehmanbrown.com

Shanghai &

Room 1501 & 1504, Wan Tai International Building, No. 480
North Urumgi Road, Shanghai 200040, China

HHE BT K G E R AL (FRILEE) 480 ST RERRA
i 1501 & 1504

Tel: + 86 21 6249 0055

Fax: + 86 21 6288 1636

Email: shanghai@lehmanbrown.com

Guangzhou J M

Room 3317, China Shine Plaza, 9 Lin He Xi Road, Guangzhou
510610, China
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Tel: + 86 20 2205 7883

Fax: + 86 20 2205 7880

Email: guangzhou@lehmanbrown.com

Shenzhen &

Room 3206, News Building 2, Shennan Middle Road, Shenzhen
518027, China

HERYI T R U 2 5T K 3206

Tel: + 86 755 8209 1244

Fax: + 86 755 8209 0672

Email: shenzhen@lehmanbrown.com

Tianjin K

Unit 2901-04, The Exchange Tower 2 189 Nanjing Road, Heping
District Tianjin 300051, China
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Tel: + 86 22 2318 5056

Fax: + 8622 2318 5001

Email: tianjin@lehmanbrown.com

Hong Kong &

Suite 03, 16/F, Sino Plaza, 255-257 Gloucester Road, Causeway
Bay, Hong Kong, China

Fp [ A S A L T 255-257 SRISRIEE 16 12 03 =

Tel: + 852 2426 6426

Fax: + 852 2426 6427

Email: hongkong@lehmanbrown.com

Macau ¥ ]

Level 20, AIA Tower, Nos 251A-301 Avenida Comercial De Macau,
China

PP TR 3K RS 251A-301 SRACHI B 20 #E

Tel: + 8538294 2434

Fax: + 853 8294 2399

Email: macau@lehmanbrown.com




