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output and of business credit. 

companies has grown in Israel, as it has across the world. These companies 

sells the future returns of the high-tech sector abroad, but at the same time 

eliminates the risk embodied in it. The coronavirus crisis highlights how the 

of the high-tech sector has been adversely impacted, as has been the ability of 
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developing a product or service, and even if they already have initial revenues, are 

2

3 There are 

venture capital funds.

According to the literature, high-tech companies that receive funding from venture 

which both enables the company to continue to develop4 and sends a positive signal 

due to the very fact that it has been able to raise capital, which further increases the 

higher rents. The papers show that venture capital funding is optimal if a company is 
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Annual Report. 
3 

2017 Annual Report.
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unable to put up collateral and if the probability of success is low but the return on 

took place in Israel and around the world.5 In the 1980s, venture capital funding 

6

7 In recent years, companies remain 

is deferred. Since the life of an average venture capital fund is up to 10 years—and 

the mid-2000s dedicated venture capital funds have emerged, aimed at acquiring 

The Israeli high-tech sector has grown in recent years, and its share in the economy 

5  

6 

nature—are even more partial.
7 

rather than by way of IPO.
8 
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9

10

credit.11 

relatively mature companies. As of 2019, about 65 percent of companies that raised 

12 The 

9  Only in Ireland is the share of the ICT sector in GDP is higher than in Israel. 
10 
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is, however, a correlation between the 

raise venture capital in later rounds, 

after having funded their early activity 

line with the trend—both worldwide 

companies, the number and dollar 

also risen—from an average of 9 years 

in 2019 to an average of 11 years in 

2018—a development that is in line 

13

With the increase in the number 

of high-tech venture capital 

of funding out of the total funding in the Israeli economy has grown. In 2019, Israeli 

13  Source: https://www.ivc-online.com/Portals/0/RC/Survey/IVC-Meitar% %20Report%20

-%202018%20-% .pdf
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Figure 4 

Amounts Raised in Venture Capital in Israel, 

$ million, 1998–2019

Other investments Seed Round A Round B Round C+

SOURCE: Based on IVC and SNC data.
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high-tech companies raised a 

the sheer scale, note that 

venture capital-raising in 2019 

percent of the Israeli business 

issues, equities, and venture 

only 1.5 percent of GDP, 

compared with 2 percent of GDP 

in Israel.14 

 

economy.

from foreign venture capital funds,15

Bank of Israel Annual Report.16

14 

than 1 percent.
15  According to IVC data, the percentage of foreign venture capital funds leading a round of funding 

out of total rounds for which there is information on the entity leading the round has been on the rise 

16 

Figure 5

Venture Capital Raised out of Total Funds 

Raised by Companies in Israel (Bond 

Issues, Equity Issued in Israel and Abroad, 

and Venture Capital), 2000–19
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17 

of payments.

17 

economy, although there has been no transfer of funds between the Israeli economy and a foreign 
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tech companies by way of their acquisition or through an IPO, but also acquisitions, 

future activity, and the sale of the risk and uncertainty embodied in the activity to 

by an assessment of future economic activity embodied by a high level of uncertainty. 

The second component mitigates the risk to the economy and helps in smoothing the 

resilience to idiosyncratic shocks to the high-tech sector. Moreover, since venture 

is no risk of interconnectedness and contagion, in the event of a temporary crisis in 

of the Israeli economy to the high-tech sector.
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a New investments in the economy include incoming new direct investment in equity. They do not include retained 
earnings that were not distributed to investors and are defined as new investment in the economy, even though 
they are classified as equity and as direct investment in the economy. New investments do not include 
investments in land or owners’ loans. The data do include investments in tradable and nontradable stocks, and 
nontradable venture capital investments.
b The definitions of startup companies and expansion stage companies in this figure also include high tech 
companies at later stages of initial funding (up to Round A).
c Purchases by other companies primarily includes “exits”: mergers and acquisitions, and investments in tradable 
securities. About 95 percent of new investments are not tradable.

SOURCE: Based on IVC and SNC data.
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18 During global economic downturns, capital 

and development. There is concern that, in case of a global economic downturn, 

have no alternative funding sources. Since funding for the high-tech sector is mainly 

management, compounded by the very fact that the government will become an owner 

of the companies.

and the Survey of Businesses in Israel during the Coronavirus Crisis indicate that 

relatively moderate, since employees are able to telecommute and some companies 

average for all companies was 20 percent. In the high-tech sector, the percentage of 

with a 60 percent average for all companies in March and April, during the height of 

there are early indications that the adverse impact on employment in this sector is 

support19

18 

on December 30, 2019.
19  Grants, loans or other types of support.
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that the reason for the decline is that VCs with available funds save their money 

control survive the crisis and avoid further risks. In addition, some VCs may already 

be having trouble raising funds during this period, and therefore do not have any 

companies is decreasing. Today, companies require an additional funding round in 

out seasonality, every four months an average 20% of the rounds take place. Thus, the 
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Distribution of Amounts Raised in Venture Capital, 1998–
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development.

Due to the crisis, the Israel Innovation Authority received a budget of NIS 600 

million for general grants and another NIS 50 million for grants to high-tech companies 

as pension and provident funds savings. In return, the government will receive a 

that will be relevant even after the crisis. The problem with the program is that its 

In summary, the importance of the high-tech sector to the Israeli economy has 

the activity of the high-tech sector has been adversely impacted, as was the ability 

ability to develop in coming years. The longer the crisis, the greater the damage to the 
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Figure 9

Average number of months between venture capital funding 

rounds, 1998–2008 and 2009–19


