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Economic growth, quarterly
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STKI : 
methodology and 

how to 
“understand” 

the results
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Some IT vendors in the study are:
• Private Israeli Companies
• Public Israeli Companies
• Subsidiaries of international companies
• Israeli companies connected to international companies
• Partly owned (by other IT companies) 
• Divisions of IT Companies that are managed independently
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› Yearly revenues of hardware sales and hardware maintenance
› Yearly revenues of software subscriptions & licenses, software maintenance
› Differentiation between new projects and continuing projects (New projects count more)
› Distinguish between work done by the vendor's employees and work outsourced to other 

vendors. The revenue should be transferred to the vendor actually doing the work.
› Differentiate revenues from projects done in fixed price, cost plus (SLA defined) , 

managed services and those done by staff augmentation (non-SLA) projects.
› Differentiate value of work done by high level internal professionals in a project versus 

that done by  staff augmentation employees in the clients IT department.

› We do not include any  work/ products for OEMs and military non-IT projects.

Our study looks at any vendor value (products/services) sold to 
enterprises (also government & security) in Israel; taking  into 

account the client’s view/mindshare of value delivered
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Infrastructure  
Products & 
Services

Software 
Products          

(usage fees, licenses, 
subscriptions, SaaS 
and maintenance)

VAS
Value Added Services 

(professional services)
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Example of Market Sizes (this one is in software) 
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Calculating rankings of  710 
vendors in 150 categories 
based on:

1. Vendor Briefings
2. Survey Results (vendors)
3. Survey Results (user 

mindshare)
4. Analysts' knowledge of 

vendor value to users
5. Data of 32 years 
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“Israeli Positioning” for products
NOT a technological or functional positioning and SHOULD NOT be used as 
such. This positioning is intended to reflect ONLY THE DEGREE to which a 

product is PRESENT AND SUPPORTED IN ISRAEL
Focused on the enterprise sector (not SMB)

 X axis (Market Presence):
Installed base; New sales; Mindshare

 Y axis (Local ISRAELI Support):
Number and quality of support experts; localization; local R&D

 Vendors to watch: New players that only recently entered the market  
and therefore cannot be evaluated against longtime players

 Global leaders: marked according to international analyst firms
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Israeli Product Positioning Slides
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Israel 
economy, business 

activity
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THE ISRAELI BUSINESS WORLD IS CHANGING 
companies must do more with less (and fast)

Old Business Cycles

New Business Cycles

Frequency 
New cycles come faster

Amplitude
New cycles have 
greater volatility
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• The Israeli economy recovered from some of the worst effects of the war in Gaza 
at the start of the year, returning to growth after a heavy setback in the final 
months of 2023 (contraction of close to 22% in the last quarter of 2023)

• The Central Bureau of Statistics said in an initial estimate that the Israel GDP 
grew at an annualized rate of 14.1% in Q1 2024 from the prior three months, just 
shy of a Reuters consensus of 15.3%.

• The war derailed nearly two years of continuous growth in the Israeli economy. 

• The war has precipitated severe labor shortages within Israel, 

• Despite the ongoing war, many economic indicators such as private 
consumption and investment have shown signs of recovery, though they have 
not returned to pre-war levels. Military spending continues to inflate public 
consumption figures.

Israel GDP grows by 14% in Q1 2024 after slump in late 2023
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תוצר מקומי גולמי לנפש 
Gross Domestic Product per Capita 
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Expected Slice of GDP for TOTAL Military Expenditures in  2024

50 billion USD
(estimate)
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How we check our economic forecasts
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The Melnick State of the Israeli Economy Data

• THE BUSINESS SECTOR continues to grow although the level of economic activity has not yet returned to pre-war levels.
• THE REVENUE IN COMMERCE AND SERVICES continues to rise and is the main factor for economic growth in the second 

quarter of 2024.
• THE NUMBER OF EMPLOYEE posts in the business sector remains unchanged and reflects stability in the labor market.

• THE INDUSTRIAL PRODUCTION INDEX remains low and probably reflects a slow return to activity in the industry.
• THE IMPORT INDEX, corrected itself downward this month. It is possible that the jump in imports recorded the previous 

month was temporary.
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Business Tendency Survey
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State-of-
the-

Economy 
Index - 

level

percent 
change
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Israel: Consumer Confidence Index (מדד אמון הצרכנים)
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Israel is not alone 
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Trends 
2024-2026
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2024-2026   era of transformations 
• Digital Transformation
• Data Transformation
• AI Transformation
• Cloud (infrastructure services)Transformation
• Cloud (software) Transformation 
• E(verything)as a Service Transformation
• Intelligent Automation Transformation
• Human Transformation
• Others Transformation

37

There are three trends nobody talks about (people 
trying to ignore them) but they influence everything

STKI IT Knowledge Integrators 

      Company Confidential 

STKI IT Knowledge Integrators 

      Company Confidential 

Page 37



Copyright@STKI_2024 Do not remove source or attribution from any slide, graph or portion of graph STKI.INFO 38

There are three invisible trends :

1. Technical Debt - outdated “everything "and 
inability to integrate applications and/or 
processes.

2. CapEx to OpEx - a shift from capital 
expenditures to operational expenditures, 
which has significant implications for 
budgeting decisions.

3. Trust - the idea that a single vendor cannot 
do the whole project.
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Invisible trend 1

“Technical Debt”
• Age of most senior manpower employees (that hold important 

application software knowledge) is over 65

• Outdated infrastructure (software/ hardware)
• Outdated software (several versions behind latest vendor version)

• ERP and/or CRM
• Outdated data management tools (ETL, DW, BI)

• Core systems  based on outdated technologies (not in itself broken 
systems) but are critical to day-to-day operations

• Inability to integrate applications or processes (in-house or partners)

• Missing documentation 
• Un-commented configuration 
• Un-documented code changes
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Invisible trend 2
CapEx to OpEx
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Example of the change:  IT Procurement Approval Process

• CapEx purchases often go through a rigorous approval process due to their size and impact on 
financial statements. 

• OpEx expenses tend to be lower in individual cost, leading to a quicker and less complex 
approval cycle but very dangerous

.

CapEx to OpEx
Israel’s Enterprises are  behind most of the rest of the world in moving most IT 

expenses from CAPEX to OPEX, although there has been a move (last 4 years) from 
OPEX of 40%-50% to (in some cases) 80%-85%

Israel’s High-Tech and Startups are cloud native and by definition have OPEX IT 
budgets 

CAPEX appears on the balance sheet (מאזן)
OPEX appears on the income statement ( והפסד רווח דוח )
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• Profit Margins: An increase in OPEX could lead to a decrease in operating 
profit margins in the short term because these costs are expensed when incurred, 
whereas CAPEX is spread out over several years through depreciation.

• EBITDA: may decrease in the short term due to the increase in operating expenses.

• Return on Assets (ROA) and Return on Investment (ROI): These metrics 
could improve because shifting to an OPEX model often means fewer assets on the 
balance sheet.

• Cash Flow: Shifting to an OPEX model can lead to smoother and more predictable 
cash flows, since costs are spread out evenly over time. However, total cash 
outflows may increase over the long term.

Why CFOs don’t like the move: 
Implications in Financial Metrics
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Invisible trend 3
TRUST:“ why a single” vendor cannot  should do the whole project ? 

Today, time, money and 
knowledge is lost because 
different vendors do separate 
parts.

We “should” have learned to 
“either” trust the vendor for 
consulting, implementation, 
testing and fruition or we hire 
a different vendor 
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Israel 
number of 

companies & IT 
budgets by 

Industry
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Number of Companies in Israel 2023 
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Number of Companies 2023 (by Industry)  page 1

100+ 75-100 50-74 40-49 30-39 20-29 10-19 5-9 1-4(2)

number of companies 4,415 1,650 3,360 2,629 4,204 8,610 25,046 47,135 216,557 313,606 370,550 684,156 

Information and communications 416 165 292 188 302 560 1,259 1,776 8,094 13,052 14,045 27,097 

   Telecommunications, computer programming and 
consultancy and related activities, information service 

activities
391 160 278 172 286 519 1,158 1,590 7,070 11,624 11,175 22,799 

Financial and insurance activities 78 30 49 35 57 157 515 1,365 7,572 9,858 8,481 18,339 

Real estate activities 19 8 28 12 34 86 323 882 9,035 10,427 33,534 43,961 

Professional, scientific and technical activities 220 120 250 216 321 883 2,972 6,394 41,511 52,887 85,152 138,039 

Administrative and support service activities 409 105 235 149 196 430 1,055 1,801 8,027 12,407 13,015 25,422 

Local, public and defence administration and social security 282 28 45 14 30 87 85 121 318 1,010 13 1,023 

Education 433 158 271 205 315 511 1,170 1,702 5,721 10,486 14,350 24,836 

Human health and social work activities 421 103 179 114 175 321 1,017 2,255 14,170 18,755 37,448 56,203 

   Human health activities 111 24 50 34 62 150 554 1,494 10,545 13,024 33,728 46,752 

   Residential care and social work activities 310 79 129 80 113 171 463 761 3,625 5,731 3,720 9,451 

Arts, entertainment and recreation 79 44 90 71 114 241 685 1,039 5,113 7,476 18,415 25,891 

Other service activities; extraterritorial organizations and 
bodies

229 74 138 88 165 322 747 1,381 9,598 12,742 17,240 29,982 

total active 
business 

עסקים פעילים,  לפי  ענף  כלכלי  ( 1)  September 2023

Industry number of employees per company total
self employed & 

companies without 
employees 
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Number of Companies 2023 (by Industry)  page 2
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48industry Budgets 
2018

change 
from 
2018

Budgets 
2019

change 
from 
2019

Budgets 
 2020

change 
from 
2020

Budgets 
2021

change 
from 
2021

Budgets 
2022

change 
from 2022

Budgets 
2023

change 
from 2023

Budgets 
2024

change 
from 2024

Budgets 
2025

government $1,630 5.95% $1,727 -16.04% $1,450 4.14% $1,510
15.89%

$1,750
2.86% $1,800 8.33%

$1,950
10.26%

$2,150

security $525 2.29% $537 2.42% $550 5.45% $580 17.24% $680 10.29% $750 20.00% $900 9.44% $985

education $292 4.45% $305 14.75% $350 17.14% $410 14.63% $470 -4.26% $450 2.22% $460 10.87% $510

health $350 -2.86% $340 14.71% $390 15.38% $450 6.67% $480 -4.17% $460 -1.09% $455 14.29% $520

utilities $215 -2.33% $210 11.90% $235 6.38% $250 4.00% $260 -19.23% $210 -4.76% $200 5.00% $210

transport $340 7.35% $365 10.96% $405 11.11% $450 22.22% $550 -3.64% $530 -3.77% $510 1.96% $520

banks $920 10.87% $1,020 -6.86% $950 -3.16% $920 6.52% $980 -7.14% $910 -3.30% $880 3.98% $915

insurance $405 3.70% $420 3.57% $435 3.45% $450 7.78% $485 -7.22% $450 -3.33% $435 9.20% $475

fin other $310 29.03% $400 12.50% $450 13.33% $510 13.73% $580 -3.45% $560 -5.36% $530 9.43% $580

manuf $875 -1.71% $860 -2.33% $840 7.14% $900 -2.22% $880 -7.39% $815 -2.45% $795 3.77% $825

retail $238 -3.36% $230 8.70% $250 18.00% $295 3.39% $305 -1.64% $300 6.67% $320 7.81% $345

high tech $842 7.01% $901 38.73% $1,250 32.00% $1,650 9.09% $1,800 -8.33% $1,650 -6.06% $1,550 8.39% $1,680

IT local vendors $165 9.09% $180 -2.78% $175 2.86% $180
1.11%

$182
-5.49% $172 -6.98%

$160
-1.25%

$158

telecomm $230 13.04% $260 -5.77% $245 -6.12% $230 -6.52% $215 -6.98% $200 -7.50% $185 18.92% $220

media $180 11.11% $200 15.00% $230 8.70% $250 4.00% $260 -9.62% $235 -8.51% $215 16.28% $250

SMB/SME $410 -6.10% $385 -11.69% $340 17.65% $400 20.00% $480 -6.25% $450 -4.44% $430 11.63% $480

in M USD
$7,927 5.21% $8,340 2.46% $8,545 10.42% $9,435 9.77% $10,357 -4.01% $9,942 0.33% $9,975 8.50% $10,823

IT BUDGETS (cash-out NOT opex/capex accounting)includes some  other expenses FORECASTED
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2018
change 

from 2018 2019
change 

from 
2019

2020
change 

from 
2020

2021
change 

from 
2021

2022
change 

from 2022 2023
change 

from 2023 2024
change 

from 2024 2025

industry 
budgets

$7,927 5.21% $8,340 2.46% $8,545 10.42% $9,435 9.77% $10,357 -4.01% $9,942 0.33% $9,975 8.50% $10,823

IT market 
totals

$6,903 9.88% $7,585 3.63% $7,860 10.62% $8,695 6.90% $9,295 -3.16% $9,001 3.02% $9,273 8.20% $10,033

internal 
budgets

$1,024 -26.27% $755 -9.27% $685 8.03% $740 43.51% $1,062 -11.39% $941 -25.40% $702 12.54% $790

Internal Budgets variance can only be explained by economic 
changes  (corona, war, etc.) explained in previous chapters 
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industry Budgets 
2024

% total 
Market 

size
% total industry industry Budgets 

2025
% total 

Market 
size

% total industry

government $1,950 20% government $2,150 20%

security $900 9% security $985 9%

education $460 5% education $510 5%

health $455 5% health $520 5%

utilities $200 2% utilities $210 2%

transport $510 5% transport $520 5%

banks $880 9% banks $915 8%

insurance $435 4% insurance $475 4%

fin other $530 5% fin other $580 5%

manuf $795 8% manuf $825 8%

retail $320 3% retail $345 3%

high tech $1,550 16% high tech $1,680 16%

IT local 
vendors

$160 2% IT local vendors $158 1%

telecomm $185 2% telecomm $220 2%

media $215 2% media $250 2%

SMB/SME $430 4% $430 4.31%
SMB SMB/SME $480 4% $480 4.43% SMB

in M USD $9,975 100% $9,975 100%
in M 
USD in M USD

$10,823 100% $10,823 103% in M USD

public

utilities/ 
transport

financial

manuf/ 
retail

high 
tech/ IT

$400 4.01% $470 4.34% telecom
m/ media

telecomm
/ media

$1,710 17.14% $1,838 16.98% high 
tech/ IT

$1,970 18.20% financial

$1,115 11.18% $1,170 10.81% manuf/ 
retail

analysis of budgets 2024 & 2025

$3,765 37.74% $4,165 41.31% public

$710 7.12% $730 6.74% utilities/ 
transport

$1,845 18.50%
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51

V2

2018 2019 2020 2021 2022 2023 2024 2025

Market 
Health 
Index 

0.58 0.63 0.67 0.64 0.61 0.55 0.49 0.47
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OPPORTUNITIES according to IT Budgets
government $2,150

high tech $1,680

security $985

banks $915

manuf $825

fin other $580

health $520

transport $520

education $510

SMB/SME $480

insurance $475

retail $345

media $250

telecomm $220

utilities $210

IT local 
vendors

$158

government $1,950

high tech $1,550

security $900

banks $880

manuf $795

fin other $530

transport $510

education $460

health $455

insurance $435

SMB/SME $430

retail $320

media $215

utilities $200

telecomm $185

IT local 
vendors

$160
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Expected Slice of Government IT Budgets 2024*
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Expected Slice (2) of Government IT Budgets 2024*
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Israel 
IT Market Forecasts 

(statistics)
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In order to calculate the “IT Market”
(what is bought/sold in Israel) 

What users bought?
From whom?
Why?

Technology
Users

Technology
Vendors

how much did they sell?
to whom?

for how much?
competitors?

56

Data from 2023 Data from 2023
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57

Values in Million USD

IT Market 2018-2026 
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Israel 
Infrastructure Product

Markets 2024 
”vendor rankings”
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Infrastructure Market 2018-2026

Values in Million USD
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TOP VENDORS: Hardware-Infrastructure Markets

Infrastructure Suppliers Infrastructure VARS 
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Infrastructure Categories
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EXAMPLE:
General Purpose Cloud Enterprise Consumption

Market 2018-2026

STKI IT Knowledge Integrators 

      Company Confidential 

STKI IT Knowledge Integrators 

      Company Confidential 

Page 64



Copyright@STKI_2024 Do not remove source or attribution from any slide, graph or portion of graph STKI.INFO 65

General Purpose Cloud  Consumption
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CLOUD ON PREMISE  Enterprises- market presence 2024

Market Presence
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Israel
Software Product  

Markets 2024 
”vendor rankings”

STKI IT Knowledge Integrators 

      Company Confidential 

STKI IT Knowledge Integrators 

      Company Confidential 

Page 67



Copyright@STKI_2024 Do not remove source or attribution from any slide, graph or portion of graph STKI.INFO
68

Software (on-prem & cloud) 
Market 2018-2026

Values in Million USD
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TOP VENDORS: Software Markets

VARs

Software Companies Software VARS 
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SOFTWARE CATEGORIES
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EXAMPLE: 
CRM Applications
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CRM Platforms 2024 

Market Presence
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Megacenter
Pivotal

SAP

Presence & Support in Israel

Microsoft

Pega Systems

Creatio

Odoo
Freshworks
Oro CRM

Zoho
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CRM Packages (embedded AI) in Israel - Part 1:
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CRM Packages in Israel - Part 2:
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Multi Channel Platforms
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Israel
Value Added Services 

Markets 2024
”vendor rankings”
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Value Added Services  
Market 2018-2026

Values in Million USD

2018 2019 2020 2021 2022 2023 2024 2025 2026
$3,362.00 $3,756.00 $3,870.00 $4,338.00 $4,666.00 $4,473.00 $4,554.00 $4,900.00 $5,469.00

11.71% 3.05% 12.08% 7.57% -4.14% 1.81% 4.59% 11.64%
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TOP VENDORS: Value-Added Services Markets
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VAS CATEGORIES
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CRM Implementations
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Customer Success Managers:

Vendors
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+972 54 7000028
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Users
Stav Sheleg
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