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2012: US BANS HUAWEI FROM GOVERNMENT CONTRACTS:
IN 2015, CHINA BANS CISCO. POLITICS OR BUSINESS AS USUAL?

to become the world’s largest telecommunications equipment firm in 2012. Huawei

was founded by Ren Zhengfei, a telecommunications engineer in the Chinese People’s
Liberation Army in 1987 to sell telephone switches to users in China. Since its humble beginnings
it had become China’s largest domestic player, then expanded rapidly to emerging markets in the
19905 and Europe in the early 2000s. Much of its success was driven initially by lower costs and
later due to large investments in R and D (Han, Celly and Lau, 2015). In 2008, Huawei had the high-
est number of patent applications (1,737) to the World Intellectual Property Organization. By 2012,
Huawei was operating globally and a major supplier of equipment and networks for companies such
as BT, Vodafone, Deutche Telekom, Japan’s Softbank Mobile among others.

Despite its global success, Huawei faced challenges in the US although entering at the same time.
as Europe. In 2006, its US revenues were only $51 million, a mere 1% of its global revenues, and only
10% of US players used its products.®® It had been sued by Cisco (in 2003) and Motorola for copyright
infringements (later dropped), and blocked by the US government from acquiring its former partner
3Com in the US (in 2008) due to alleged ties to China’s government and military.*! These national
security concerns continued to heighten in the US with failed contracts to Sprint Nextel, AT & T and in
2011, Huawei was blocked from purchasing 3Leaf Systems following US government advice.>

Finally, in 2012, a U.S. congressional committee reported that Huawei products could be used
for spying and Huawei was banned from bidding for U.S. government projects or large U.S. telecom
contracts. ZTE, the second largest telecom equipment firm from China, was also similarly banned.**
Following the US ban, Australia and India also imposed bans on government contracts for Huawei.**

Reacting to the US ban, Huawei’s chief executive Guo Ping told the BBC in 2014 that the US ban
was “not very important.” “If they're not ready, we can wait,” he said.*>

A year later, February 22, 2015, a film about Edward Snowden documented a global spying
program run by the U.S. National Security Agency; the film, CitizenFour, won an Oscar. A few days
later it was reported that China had removed some of the largest U.S technology firms from a central
‘government purchase list. These included Cisco, Apple, Citrix Systems and Intel’s McAfee; all impli-
cated in the documentary.*® A Reuters report confirmed that the companies were stripped from a central
‘government list of small contracts. A Cisco spokesperson claimed the firm can continue to sell, but Intel
reported it chose not to apply to be on the list.

Could Huawei have foreseen this? Could Cisco and other US tech firms have foreseen this? Can
businesses predict political fallouts?

I I uawei, a Chinese telecommunications firm overtook the Swedish multinational Ericsson





