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The  SME index presents the quarterly trends in Israeli small & medium-size 
industrial enterprises1 compared to large industrial enterprises. The index is 
based on manufacturers’ reports derived from a comprehensive tendency survey – 
"The Survey of Expectations in Israeli Industry", which has been carried out for 
more than 30 years (since 1978), amongst a representative sample of around 700 
industrial plants. The survey examines a large number of economic parameters 
each quarter, including real industrial output, sales to the domestic market, exports, 
employment, investments and more. Data base is available by branches, company 
size and international activity. 

Over the years, a positive correlation was found between manufacturers’ reports 
regarding these indicators to the ICBS2 actual data. A simple statistical regression 
performed by the Economic Research Department of the MAI3, based on 2000-
2010 data base, showed that there is a positive correlation of 0.76 between the 
official ICBS trend data base of industrial output and the "Survey of 
Expectations" trend line data base. 

Due to the importance of the Small & medium-size enterprises to the economy as a 
growth generating sector, and because of the absence of official current data 
concerning SME performance in Industry, the economic research department of the 
M.A.I. established a new SME index. The new SME index supposed to present in a 
very clear and simple way the actual trends in industrial SME's economic activity 
each quarter, as well as their expectations for the coming quarter. 

The small & medium-size enterprises4 constitute about 95% of the establishments 
in Israeli industry and employ around 40% of those employed in industry. However, 
these enterprises are accountable for only 24% of total industrial revenue, and only 
10% of industrial export. 

 
Methodology 

The SME index is a weighted average of four selected key indicators as 
derived from the "Survey of Expectations in Israeli Industry": Production, Employees, 
Investment and Exports. These four indicators were identified by the economic 
research department of M.A.I. as leading indicators, which can represents the small 
& medium-size enterprises economic activity in a credible manner. 

 Industrial Production Index –a weight of 45% in SME index. 

 Industrial Employment Index - a weight of 35% in SME index. 

                                                 
1
 Small & medium-size enterprises in Israel = enterprises employing up to 100 employees. Large 
enterprises = enterprises employing more than 100 employees. 

2
 Israeli Central Bureau of Statistics 

3
 Manufacturers' Association of Israel 

4
 Data refers to 2009. 
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 Industrial Exports Index – a weight of 10% in SME index. 

 Industrial Investment Index - a weight of 10% in SME index. 
 
These four indicators are presented in the "survey of expectation" in the form of 
weighted net balance, which represents the rate of manufacturers reporting an 
increase, minus the rate of those reporting a decrease, weighted according to the 
intensity of the reported changes5.  
 
The economic research department of M.A.I. has transformed the weighted net 
balance into a new index which ranges around the 100-point level. The 100-
point level distinguishes between improvement and deterioration in economic 
activity, compared to the previous quarter. 
 

 

The Importance of the SME Index 

The importance of the SME index was clearly expressed at the 2008/9 global 
economic crisis by exposing the SME sector's fragility. Although the decline in 
economic activity during the 2008/9 crisis was characteristic of both large and SME 
enterprises, according to the SME index the withdrawal in economic activity was 
sharper in the SME compared to the large enterprises. In addition, the recovery 
stage of the SME (since Q2/09), as illustrated in the graph, was falling behind.  
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The difference between the two sectors was also reflected by the SME index at the 
post-crisis period, as the index indicated a stagnation in SME economic activity as 
oppose to a rapid increase in the large enterprises activity: since the beginning of 
2010 the SME index is floating around the 100 point level, as oppose to a much 
higher index level, of around 110 point, in the large enterprises Index.  

                                                 
5

  The answers in the questionnaire vary between 1 - 5, meaning:   
If 100% answered “3=No change” the index should be 0%.  
If 100% answered “1=Significant Decrease” the index should be -100%.  
If 100% answered “5=Significant Increase” the index should be +100%. 

 


