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Will COVID-19 Shift the Huawei 5G Debate to 
Economic Security and Global Competitiveness? 

 

he debate on whether Huawei should be allowed in Canadian 5G networks centres around 

national security concerns that opening Canada to the Chinese telecommunications 

company would create an opportunity for espionage and interference by the Chinese government.  

The Chinese Communist Party’s (CCP) access could pose a larger threat to national security, as 

5G’s robust functionality and applications could allow obstruction or cause havoc to utilities and 

other critical safety functions. China’s response to COVID-19 has further added to Canadians’ 

distrust of China.   

The growing sentiment is that Huawei should be banned to keep Canada secure. Sounds simple. 

If China, and by extension Huawei, are such a threat, then why not just shut them out of Canadian 

5G networks as some of Canada’s Five Eyes allies already have? Why the hold-up in the Canadian 

government decision? 

  

Why Canada has Not Yet Decided on Huawei 

Economic security is one major, but less discussed, reason for the lack of a decision.   

Canada has benefited economically from Huawei, as well as from China’s purchase of 

commodities and products – the adverse consequences of China’s ban on Canadian canola are a 

strong example of this. Pulling the plug on Huawei, and by extension China, would have some 

implications for the Canadian economy, and the government is taking this into consideration. It 

is not only developing countries that have been attracted by China’s financial brawn; developed 

countries like Canada have, too. 

Huawei published a report in the fall of 2019 outlining the impact of the company’s presence on 

the Canadian economy in 2018: the company created 970 direct jobs and a large number of 

indirect and induced jobs, and contributed $304 million to GDP. Huawei has also stepped up to 

support the Canadian government’s initiative to provide rural connectivity, a less lucrative, but 

necessary service. These statistics and contributions have some weight in the Canadian 

government’s assessment of Huawei.  

Further, and more astonishing, given the national security debate, is that Huawei has invested 

over $50 million over the last 10 years in Canadian academic 5G research and development, which 

Huawei uses to build its leading 5G solutions. These 5G R&D sponsorships fill the void left by 

Nortel’s demise through bankruptcy. 

This short list of economic dependencies on Huawei (and China) begs the following questions: Is 

the financial return on these exchanges actually enough, or is Canada selling short? Is Canada 

prepared for the potential economic trade-offs of banning Huawei? Is there a contingency or 

transition plan to replace lost jobs or to diversify into new trade partners in order to ease the 

dependence on China, if need be? 

T 

https://www-file.huawei.com/-/media/corporate/PDF/Downloads/huawei_canada_2019_report_v8_20191121.pdf
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The Huawei economic security considerations are a symptom of Canada’s greater macro-

economic challenges. Canada’s economy was on the decline prior to the COVID-19 crisis. Its 

decision to ban or allow Huawei in 5G networks is an important one. However, Canada’s broader 

problem is its economic security and waning global competitiveness, which the Huawei 5G debate 

brings to light.  

Canada’s economy, GDP and global competitiveness ranking were weakening long before the 

COVID-19 crisis hit. One reason is that Canada lacks a long-term strategic plan and industrial 

policy steering its global innovation leadership. Canada used to be a global telecom leader; that 

innovation advantage needs to be reclaimed and commercialized. 

Complacency is another factor in Canada’s economic erosion, impacting not only economic 

security but also contributing to the national security issue. Canadians have become too 

comfortable and too passive for this new, highly competitive global economy with emerging 

competitors.  

COVID-19 has served as a catalyst in exposing some of these economic challenges and weaknesses, 

as we experienced supply chain deficiencies, and as certain geopolitical dependencies proved to 

be unreliable. Most relevant to this discussion is that Canada’s innovation advantage has been 

slipping, particularly as it relates to the commercialization of innovation. 

Exacerbating Canada’s prior economic weaknesses will be the recovery from the COVID-19 

bailout funding, large-scale job losses and the recessionary slide nationwide. Optimistically, this 

may catalyze the Canadian government to review its operational strategies and institute a more 

aggressive industrial policy framework to stimulate the economy, build national and economic 

security and raise its global competitiveness, particularly on the technology innovation front.  

 

Huawei and Canadian Competitiveness 

At the specific level of the Huawei 5G debate, many of Canada’s economic shortcomings are 

apparent in policy and in practice.  

In addition to whether Huawei should be banned or not, the bigger question that should be asked 

is: “Why doesn’t Canada have a leading 5G telecom equipment provider and top three player in 

5G?” The answer is often: “We had Nortel, but Nortel died, so now we don’t have a player or 

position.”  

This is a revealing example of Canada’s diminishing global competitiveness nature, especially 

since our academics are researching 5G for Huawei’s research and development. 

Many believe that Nortel died because of Huawei’s intellectual property theft. Even if that 

happened, Nortel might still have survived if it had a stronger competitive drive and strategy, in 

addition to more prudent operational practices. Nortel might also still exist if the Canadian 

government had had a longer term, bigger picture strategy for Canadian technology leadership 

https://nationalpost.com/news/exclusive-did-huawei-bring-down-nortel-corporate-espionage-theft-and-the-parallel-rise-and-fall-of-two-telecom-giants
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(as China now does), had implemented an industrial policy and granted a bailout for a mere $2 

billion-$4 billion.  

The Canadian government’s decision not to salvage Nortel’s intellectual capital and potential in 

the strategically important wireless market has contributed to its economic dependency on 

Huawei funding. Instead, Canada is satisfied with deploying its researchers to fuelling Huawei’s 

5G growth, short-selling its potential and value.  

Further adding to Canada’s complacency and waning economic drive is Canadian researchers’ 

decision to forgo licensing revenues from research developed in partnership with Huawei.   

Another contributor to Canada’s economic insecurity is the disjointed co-ordination across 

departments making independent decisions that do not coalesce into a unified Canadian position. 

For example, if Huawei 5G equipment could pose a national security threat as CSIS suggests, then 

why are the researchers contributing intellectual capital to Huawei’s 5G development, and why is 

the government subsidizing the research?  

In the case of the academics’ 5G research and development for Huawei, the federal and provincial 

governments subsidize a combined 75 cents of every 5G R&D dollar from which Huawei benefits. 

Huawei only contributes 25 cents for every research dollar. Furthermore, Huawei also receives 

Canadian tax credits for this research funding, so Huawei ultimately pays from six to eight cents 

on the dollar for 5G R&D from Canadian academics. Great deal for Huawei. Not so great deal for 

Canada. The short-sighted goal of sustaining academic research activities has a high price for 

Canada, not only in revenues, but also in competitive advantage. 

 

Recommendations for Canada 

The economic distress to the Canadian economy caused by the COVID-19 crisis will hopefully 

catalyze Canada into more aggressive economic policies and stimulate entrepreneurship in 

industry, which will ameliorate the long-run practices and trajectory of the previously diminishing 

economy. 

Canada needs to create a unified and co-ordinated strategy across all departments (see Hill Times 

article), e.g., ISED, global affairs, foreign direct investment, academia, industry, etc., in order to 

solidify a stronger national and economic security position. This in turn will amplify its global 

competitiveness and strengthen its GDP ranking. 

Canada also needs to develop a comprehensive foreign direct investment (FDI) policy to ensure 

that individual nations are not singled out, and to ensure that Canada is optimizing its returns in 

partnerships.  

The decision to ban or allow Huawei will be an opportunity for Canada to practise a “co-opetition” 

(co-operative competition) strategy with partners. 

https://www.linkedin.com/pulse/canadian-government-needs-have-more-unified-china-strategy-amy-karam/
https://www.linkedin.com/pulse/canadian-government-needs-have-more-unified-china-strategy-amy-karam/
https://www.linkedin.com/pulse/canadian-government-needs-have-more-unified-china-strategy-amy-karam/
https://www.linkedin.com/pulse/answer-usa-huawei-5g-chaos-co-opetition-shift-from-defense-amy-karam/?lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base_post_details%3Bbehxuj7gSIeAMPHIgqMOgQ%3D%3D


 

 

Will COVID-19 Shift the Huawei 5G Debate to Economic Security and Global Competitiveness? 
by Amy Karam 
June 2020 

Page 4 

 

Will COVID-19 Shift the Huawei 5G Debate to 
Economic Security and Global Competitiveness? 

If Canada decides to continue its economic relationship with Huawei, it should seek out a bigger 

return on the partnership. Licensing revenues should be claimed for the research and 

development that academics generate, and larger profit sharing could be explored with Huawei.  

If Canada chooses to ban Huawei, then it needs to develop initiatives to replace the economic 

trade-offs that will ensue. It is an opportunity to foster job creation, diversify trading partners, 

and foster entrepreneurship by applying its intellectual capital and brawn to commercial 

opportunities. Further, it is an opportunity to create a co-opetition play with the U.S., by 

partnering with its ally to create a 5G joint venture. 

Regardless of direction, Canada needs to start thinking and operating more assertively in 

economic terms. Canada needs to start operating like one big company, co-ordinating across all 

departments with a unified mission, vision and strategy, with goals for greater returns on 

investments. All capital outlays, especially as they apply to fostering innovation, entrepreneurship 

and intellectual capital development, need a more comprehensive involvement and ownership by 

the government, and that includes industrial policy. Canada can no longer afford to fuel the 

growth of other nations without commanding a higher return on assets and investment outlay.  
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