Patria fighting for a New Chance

When Steyr-Daimler-Puch Spezialfahrzeug in 2006 signed a CZK 23 billion contract with the Czech Republic to deliver more than 200 armoured personnel carriers (APS) to the Czech Army, it was hailed as the biggest military procurement in the country’s history. Finland’s Patria ended in second place in the APC battle, while a third contestant, Iveco of Italy, went to the courts to complain about the outcome of the tender.

Recently, however, events took a surprising turn. In late 2007, Czech Minister of Defence Vlasta Parkanová scrapped the mega-contract with Steyr (a subdivision of the American giant General Dynamics), stating that the Austrians had violated the contract in a significant manner.

“I usually don’t criticise our competitors, so I will put it like this: the Czechs could not accept the prototypes that Steyr delivered simply because they had several technical insufficiencies. That’s the reason why the contract was cancelled,” says Wulf Hessulf, Patria’s Vice President and responsible for the negotiations with Czech officials in the previous tender. 

“I don’t wish to compare us with Steyr, but if Patria in 2006 had won the contract, I am absolutely convinced that our carriers would have met all the requirements.”

What do you consider to be the logical development now – that Patria, “silver medal winner” in the tender, gets the contract, or that an entirely new tender will be announced?

The legal system of the Czech Republic allows for a direct purchase, but I don’t think that is the most probable result. A direct purchase was recently conducted, and that was heavily criticised. The most likely result is, in my opinion, that in the near future a limited tender will be announced, whereby the Czech government invites a number of suppliers to participate in a second tender. I have already written letters to several high-ranking politicians and military officials, and also met personally with some of them to present Patria’s point of view in this matter, and the feedback has been positive.

In 2003, Poland decided to buy 690 APCs from Patria. Does Patria’s ongoing programme in Poland offer synergy effects for a potential contract with the Czech Republic?

Poland’s decision to buy almost 700 armoured carriers from Patria is the biggest vehicle procurement programme in post-war Europe, and today some 30 rosomaks, as the Poles call them, are serving in Afghanistan. There, the Polish forces have experienced several incidents with land mines, but without one single soldier in the carriers being hurt. So in terms of safety, we have superb references from the Poles, who seem to be very satisfied indeed with their rosomaks. Let me add that we have production both in Poland and in Finland, which enables us to deliver carriers at short notice – in this respect our competitors have certain problems. So, yes, our engagement in Poland offers both direct and indirect synergies for the Czech Republic.

Does that mean you intend to start production in the Czech Republic, if you eventually get the contract?

That’s a tricky question, because a minimum number of carriers have to be contracted in order to make local production profitable. Moreover, there is a wide spectrum of possibilities here – we can move all the production to the recipient country, the production of some of the components or just the final assembly. It’s too early to say anything specific about this, but provided that it pays off in terms of money, we are willing to start production in the Czech Republic. I don’t want to be too specific, but the contract should contain at least 100 vehicles to make production in the Czech Republic profitable. 

The APC acquisition represents one of the biggest arms contracts in Czech history. Are offsets a part of the contract? If so, will Patria approach Nordic companies in connection with a potential second tender?

Absolutely, offsets are always a part of contracts of this size, and there will be high demand for offset projects in the APC tender. In this field, Patria has extensive experience thanks to our contracts with Poland, Croatia, Slovenia and South Africa – currently, we have more than 1,200 vehicles in our order book. Let me also say that although Patria is a Finnish company, we regard all the Nordic countries as our home market, and our offset department is very interested in co-operation with Nordic companies to find solutions of benefit to all sides.

A military contract of such magnitude as the APC tender obviously also has a political dimension. Are your chances weakened by the fact that the Finnish state, which controls Patria, is not a Nato member?

No, I don’t think this issue has any importance at all. Patria has won tenders in Poland and Slovenia, and both of them are Nato members. All our products are 100 percent Nato-compatible, so the fact that Finland is from a military point of view neutral, doesn’t represent any drawback. The central point in this issue, as I see it, is the product itself, the issues connected to the product and the negotiations, and not the question of where the carrier comes from.

The previous government hurried to sign the contract with Steyr after they lost the general election in 2006. Recently, a Ministry of Defence spokesman said that the Czech Army doesn’t need 200 carriers, as originally planned, but only 110. Are you confident that the Czechs really know what they want?

Yes, I am. The reason why the number of carriers has been adjusted is because the Czech Republic was recently assigned somewhat different tasks within Nato. In addition, the Army has also decided to purchase a number of four-wheel carriers, so these will be combined with eight-wheel vehicles. As a result, the original order of about 200 armoured carriers is simply not relevant anymore. I am convinced that the Czechs know what they want. Currently, the Army is working on a purchase plan for the Government, and my guess is that the new tender will be for the number that was recently officially mentioned – i.e. 110 vehicles.  

Assuming that the Czech government announces a new APC tender, when is it realistic to expect that the final result will be known? 

Although much work was done in connection with the previous tender, the preparations will take some time. The best-case scenario is, in my opinion, that a new APC supplier will be chosen by the end of the year. 
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