Chapter 1: A Snapshot of Israeli High-Tech
Israeli high-tech had one of its most successful years in 2021. Venture-capital investment in Israeli startups climbed to $27 billion and dozens of companies issued themselves or attained unicorn status. This success was reflected in hiring: after a mild increase of less than 1 percent in 2020, traced largely to the coronavirus crisis, high-tech employment in 2021 grew by 12 percent. Although this outpaced the 8 percent annual average growth rate, it should be borne in mind that it is partly a correction for the pandemic year and a reflection of the return of staff from unpaid furlough. A quarterly analysis (Figure X) shows that Israeli high-tech grew consistently across the full year, at 3 percent on quarterly average. 

Figure X: Employment Growth in 2021
Source: Central Bureau of Statistics, quarter on quarter
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Most employment growth in 2020 took place in multinational corporations (3 percent) whereas Israeli firms posted zero growth. In 2021, the trend turned around: the multinationals’ R&D centers experienced swift 5 percent growth but domestic companies posted the most meaningful increase (14 percent, Figure X). On the one hand, these data demonstrate the stability of the multinational corporations’ R&D centers and the financial backing that allows them to weather hard times; on the other hand, it gives an indication of the domestic companies’ growth potential.

Figure X: Employment Growth in 2021, by Types of Ownership 
Source: Central Bureau of Statistics, quarter on quarter
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*The annual rate compares Q4:2021 with Q4:2020.

The data show in particular that in good times Israeli companies, unlike multinational corporations’ R&D centers, build up not only their technological staff but also growth positions—marketing, product development, sales, legal, and other. Indeed, an analysis of human resources in June 2021 shows that technology workers account for more than 80 percent of staff at the multinationals’ R&D centers as against 65 percent in local firms.
Examination of growth trends among different kinds of domestic companies (Figure X) gives further indication of this. Especially vigorous growth (30 percent) was observed at “growth” companies, defined as those that meet (at least one) of the following criteria: (1)  private ownership and valuation estimated at $1 billion or more (“unicorn”), (2) IPO in the past decade, or (3) membership in the Growth Companies Forum. Small startups (up to fifty employees) also showed significant growth—some of which, however, is attributable to the small-numbers effect.

Figure X: Employment Growth in 2021, Domestically Owned Companies
Source: Central Bureau of Statistics, quarter on quarter
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In the course of 2021, high tech experienced positive across-the-board growth in all sectors (in contrast to 2020, when hardware-based sectors hardly grew and staff in telecom and manufacturing even contracted). Concurrent with rapid increase in staff in software-oriented sectors, the Agrifood-tech and Cleantech sector also stood out favorably, apparently in an employment reflection of the upturn in investments in companies in the alternative-food sector. Thus, according to data from Start-Up Nation Finder, equity investments in this field came to $527 million in 2021, outpacing investment in the entire Agrifood-tech sector in 2020 by a factor of more than 1.5.

[image: ]Figure X: Employment Growth in 2021 by Subsectors
Source: Central Bureau of Statistics
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