Israel Software Sector Overview

The starting point of this overview are the databases on the Tech sector in Israel provided at the following websites:

· www.neto.co.il: Claims to be one of the most complete Tech guides for Israel. Israeli and International Companies can join by subscription

· www.science.co.il: The origin of the site dates back to the term when Israel Hanukoglumy served as the Science Adviser to the Prime Minister during 1996-1999. Since then, the site has been vastly expanded. The site is regularly maintained and the links are periodically checked and updated.
According to these two sources, the Israeli software sector could be classified as follows:

	Category-Science
	Unclassified
	Growing
	Public
	Start-up
	Total
	% on Total

	Network
	43
	5
	1
	 
	49
	18%

	Software house
	18
	15
	 
	 
	33
	12%

	E-Business
	17
	10
	2
	2
	31
	11%

	Telecommunications
	26
	2
	 
	 
	28
	10%

	Multimedia
	18
	2
	 
	 
	20
	7%

	Internet Utilities
	15
	2
	 
	 
	17
	6%

	Education
	10
	2
	1
	 
	13
	5%

	Medical
	12
	1
	 
	 
	13
	5%

	Special systems
	11
	1
	 
	 
	12
	4%

	Security
	7
	3
	 
	1
	11
	4%

	CAD/CAM
	7
	2
	1
	 
	10
	4%

	Document processing
	6
	4
	 
	 
	10
	4%

	Web site building
	9
	1
	 
	 
	10
	4%

	Development tools
	3
	1
	1
	 
	5
	2%

	Software testing
	2
	2
	1
	 
	5
	2%

	Job placement
	4
	 
	 
	 
	4
	1%

	Knowledge management
	4
	 
	 
	 
	4
	1%

	Digital Print
	3
	 
	 
	 
	3
	1%

	
	
	
	
	
	 
	 

	            Total
	215
	53
	7
	3
	278
	 

	            % on Total
	77%
	19%
	3%
	1%
	 
	 


Preliminary observations:

· If the information is accurate, the Israeli software sector would be characterized by a relatively small number of  companies (other sources enlarge this estimate to around 400 companies).

· By number of companies, the most important subsectors would be: Network, E-Business, Telecommunications and Multimedia. A quick look at the companies classified as Software Houses, reveals a quite heterogeneus group of software business.

· As per the ownership structure, very little can be said about the characteristics of the Israeli software sector.

The CAD/CAM subsector

In order to have a more accurate picture of  the software sector in Israel we will examine some of the, a priori, most relevant characteristics of the companies that compose the subsectors established above. A first attempt has been done with the CAD/CAM subsector. 

The main results of this research are summarized in the following bullet points. The card for every company can be consulted throug an access database.

· The subsector is formed by nine major players: Tovna Digital Engineering, Tecnomatix Technologies, I-Logix, e-SIM, Camtek AOI Systems, Cadtech CAD/CAM systems, Valor Computerized Systems, Intergraph Israel and Cimatron. Some other companies appear in some databases as belonging to this subgroup, but the ones mentioned above are the only ones listed on a consistent basis.

· It is important to mention that the biggest of these companies –Intergraph, 5000 employees- is an American company. What they have in Israel is a sales, training and support office. Camtek designs and manufactures CAD/CAM equipment. Although specific software has to be developed, it is not the only product of their activity

· 6 of the 9 companies are public. 5 are traded on NASDAQ and one on the Frankfurt Stock Exchange (Valor). The other three are privately owned.

· Except for Intergraph, the other five public companies have between 65 and 270 employees. The private firms have between 20 and 30 employees.

· The bulk of these companies were formed in the late eighties and early nineties.

· Except for 1, all CAD/CAM companies are global business.  Their main markets are US, Europe and Asia. No information has been found about the weight these markets have for each firm.

· Except for Tovna, whose business consists of adapting Autocat applications to their customers needs and provide CAD/CAM consulting,  all firms in this group develop and commercialize their own products. The services they provide seem to be limited to training, systems support and some consulting.

· An amazing percentage of the board of directors holds engineering degrees from Technion. Some were involved in the –failed- attempt to develop a completely Israeli fighter jet. A few have been military and some have studied management abroad.

· As can be seen in the graph below, the CAD/CAM sub sector in Israel has had a negative evolution during the last year. It is curious that the “purely Israelian” CAD/CAM companies have had a worse evolution than Intergraph.
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