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Integration is critical for 
localization objectives
One of the cornerstone goals of Saudi Vision 2030 is 
the localization of 50 percent of military spending by 
2030. Historically, Saudi Arabia has been heavily reliant 
on defense imports, ranking consistently among the 
top global arms importers. In 2016, less than 2 percent 
of the Kingdom’s military expenditure was domestically 
sourced. Given Saudi Arabia’s FY2026 budget, which 
allocated SAR240 billion to military spending, there 
is substantial potential to redirect portions of this 
expenditure toward domestic production and innovation.

The localization strategy is not only about addressing 
fiscal sustainability but also about empowering the 
private sector, integrating it into the overall defense 
ecosystem. By engaging Saudi Arabian businesses 
in manufacturing, logistics, training, and cutting-edge 
technological advancements like artificial intelligence 
(AI) and cybersecurity, the Kingdom can reduce its 
reliance on external players, foster economic growth, 
and generate employment. 

Attracting the private sector to the 
defense ecosystem
PPPs have proven to be an effective mechanism for 
aligning private sector expertise with public sector 
goals. In the context of defense, PPPs offer the 
following benefits:

Cost efficiency: As highlighted in the European 
Investment Bank’s 2025 report on defense PPPs, 
private partners can often deliver projects more 
efficiently and at lower costs. Models from France’s 
CEGELOG Project (project to renovate and maintain 
military housing) and the UK’s Allenby-Connaught 
Barracks, both successful PPP examples, demonstrate 
how private firms can handle infrastructure, 
maintenance, and long-term support.

Innovation and expertise: The private sector excels 
at integrating disruptive technologies such as AI, 
cybersecurity solutions, drones, and space technology. 
Developing next-generation military capabilities through 
PPP models can accelerate technological innovation in 
Saudi Arabia while limiting upfront public investment. 
Notably, European Investment Bank’s Strategic European 
Security Initiative exemplifies the role private technology 
firms play in advancing security infrastructures.

Long-term maintenance and risk sharing: PPP 
arrangements incentivize private partners to ensure 
high-quality deliverables throughout the project lifecycle. 
Long-term maintenance alleviates some operational 
challenges for governments, reducing the likelihood 
of cost overruns, a common problem in defense 
procurement globally.

Accelerated investment: Defense infrastructure often 
requires significant upfront capital. With the FY2026 
budget estimating a national deficit of SAR165 billion, 
PPPs can mobilize private capital, ensuring critical 
defense projects proceed without placing undue stress 
on government finances.

Saudi Arabia stands at a pivotal moment in its history. With Vision 2030 as its transformative 
blueprint, the Kingdom is committed to diversifying its economy away from oil dependency, 
increasing private sector contribution to gross domestic product (GDP) from 40 to 65 percent, and 
fostering innovation across emerging sectors. Among these, national defense presents a unique 
opportunity for private sector engagement, especially through public-private partnerships (PPPs). 
By highlighting potential benefits, referencing successful global models, and considering national 
security imperatives, this thought leadership aims to explore pathways for integrating private sector 
capabilities into Saudi Arabia’s defense architecture.
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The unique nature of the defense industry and 
its implications for national security mean these 
models must address sovereignty concerns, a topic 
detailed later.

The PPP landscape in context 
Saudi Arabia has been embracing PPPs across various 
sectors under the guidance of the national Privatization 
Program, an integral component of Vision 2030. 
Major successes in non-defense industries include 
the Ras Al Khair desalination project and privatization 
initiatives targeting healthcare and transport sectors. 
The National Centre for Privatization and PPP (NCP) 
has developed frameworks to attract foreign and 
local investors, simplify regulations, and set clear 
governance standards.

Except for the recently announced PPP for the design, 
construction, financing, and long-term management of 
approximately 52,793 square meters for a state-of-the-
art Ministry of Defense administrative office complex 
in northern Riyadh, defense remains an underexplored 
area for PPP applications in the Kingdom. Given its 
strategic importance, this industry requires a careful 
balance between securing domestic capabilities and 
engaging private expertise. Globally, defense PPPs are a 
proven model for such balancing acts.

Lessons from global defense PPPs
The European Investment Bank’s 2025 publication on 
defense and security PPPs provides valuable insight into 
how other nations mobilize private sector capabilities 
while ensuring national security is not compromised. 
Key takeaways include:

Accommodation and infrastructure under PPPs

The Allenby-Connaught Barracks PPP in the UK 
leveraged private finance to modernize accommodation 
for military personnel. The 35-year contract included 
design, build, finance, maintenance, and operation 
elements. Such models could be adapted for Saudi 
Arabia’s military cities and industrial hubs, ensuring 
world-class facilities for personnel at optimized costs.

Maintenance and logistics

Projects like CEGELOG in France show how housing 
and logistics tasks can be delegated to private players. 
Saudi Arabia can use similar mechanisms for military 
bases while requiring the partner to follow sustainability 
goals in line with Saudi Green Initiative.

Technology partnerships

Technology-driven PPPs, such as Germany’s NH90 
helicopter training centers, involve private players 
delivering infrastructure and training services. For 
instance, Saudi Arabia could engage leading global 

defense firms to establish flight training schools, 
cybersecurity academies, or AI research centers.

Global models provide a strong validation of PPPs 
in sensitive military sectors. Importantly, they show 
how governments can retain security oversight while 
leveraging private sector expertise.

Addressing national security 
and sovereignty concerns
A recurring argument against private participation in 
defense revolves around security and sovereignty. 
However, global examples demonstrate that these 
concerns can be alleviated through clear regulatory 
frameworks and contractual safeguards. Such 
safeguards include:

Government oversight and audits: Any PPP contract 
should emphasize government control over critical 
functions. For instance, infrastructure projects like 
barracks or training centers can remain under military 
oversight, with private players’ roles restricted to 
construction, operations, and maintenance.

Restricted information sharing: Protecting sensitive 
data is vital. Strict non-disclosure agreements and 
cybersecurity protocols can ensure that national secrets 
are safeguarded.

National content mandates: To solidify local capacity 
building, PPP contracts should require significant 
participation from Saudi firms, aligning with localization 
targets under Vision 2030.
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Defense technology transfer: Collaboration on dual-
use technologies (e.g., AI, drones) should include 
clauses requiring the transfer of knowledge and skills 
to Saudi entities, enhancing domestic expertise.

Flexible financing structures: Depending on security 
needs, PPPs financing mechanisms may include 
government-backed guarantees to mitigate risks while 
still involving private stakeholders.

Through these measures, PPPs can respect Saudi 
Arabia’s sovereignty while contributing to long-term 
defense sustainability.

Strategic priorities for Saudi Arabia
To successfully integrate PPPs in defense, Saudi Arabia 
should focus on:

Developing a clear policy framework

•	 Establish PPP-specific guidelines for defense 
similar to international benchmarks.

•	 Create a specialized PPP department under the 
Ministry of Defense, working closely with the 
Ministry of Finance and NCP.

Encouraging local defense players

•	 Incentivize local companies and smaller defense 
SMEs to form PPP consortiums.

Attracting strategic investors

•	 Actively market defense PPP projects to 
global firms while ensuring compliance with 
localization goals.

Leveraging cutting-edge technologies

•	 Prioritize PPPs to build cybersecurity, AI-driven 
surveillance systems, and drone capabilities—
areas critical to modern defense strategies.

The way forward
In alignment with Vision 2030, integrating PPPs into 
Saudi Arabia’s defense sector offers a pathway to 
augment sovereignty, optimize resource allocation, and 
unlock the transformative potential of private enterprise. 
By learning from global best practices and tailoring 
models to fit local priorities, the Kingdom can achieve 
sustainable and impactful defense modernization.

Ultimately, PPPs present a mechanism for Saudi 
Arabia to not only meet its localization and economic 
diversification goals but also elevate its standing as a 
self-reliant, technologically advanced leader in global 
defense. With prudent execution, this innovative 
approach can become a cornerstone of Saudi Arabia’s 
defense strategy for decades to come.

Access the KPMG WDS 2026 resource center.

KPMG is the official Knowledge Partner for the World Defense Show 2026 

KPMG brings its team of dedicated Defense and Security experts to lead the discussions on defense 
integration, innovation and localization under Vision 2030 – along many other themes. As Saudi 
Arabia advances toward the ambitious goals of Vision 2030, the localization of defense industries is 
becoming a strategic priority. This transformation is about building national capabilities, supporting 
local talent, empowering SMEs, and fostering innovation. WDS 2026 will showcase cutting-edge 
technologies, bring together global and local leaders, and spark the collaborations needed to 
accelerate the Kingdom’s defense and industrial ambitions. At KPMG, we are proud to support this 
transition and to integrate technology and capability development.
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