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Introduction

As Israel and the United States prepare for the 2028 sunset of the current ten-year U.S -
Israel Memorandum of Understanding (MOU) that was signed in 2016 between President
Barack Obama and Prime Minister Benjamin Netanyahu, both the U.S. and Israel face
difficult political environments and drastically altered geopolitical dynamics across the
Middle East.

Political headwinds from both directions in the U.S., along with Netanyahu's recently
declared intention to completely wind down American security assistance to Israel, raise
guestions as to whether a new MOU is feasible—and if it is, whether it should still revolve
around U.S. security assistance.

In Washington, the Trump administration remains generally wary of foreign assistance,
and hostility to Israel has spiked on both the left and right following the Israel-Hamas war
in Gaza and, more recently, the U.S.-Israel war against Iran.

In Israel, elections are on the horizon and Netanyahu has proposed to phase out U.S.

aid within the next decade, due to a need for greater military self-sufficiency and an
understanding that traditional assistance to Israel has become a convenient attack vector
for anti-Israel sentiment in the United States.

This means that another MOU will not mirror what came before, and in fact such a shift
might be a positive development. It need not and should not signal that the U.S.-Israel
relationship is less valuable. The next MOU can signal the strength and durability of U.S.-
Israel ties beyond assistance, by cementing new opportunities for partnership and leaning
into the shared interests that make the strategic relationship so beneficial.

A fourth agreement should lay the foundations for the next phase of the U.S -Israel
security relationship, evolving it from provider-recipient interaction to an equal partnership
focused on joint investment, cutting-edge technological development, integrated co-
production, and ensuring a strong U.S.-led and Israel-supported regional security order.

It should also tie to U.S. strategic and operational needs in the near-term. For both the
U.S. and Israeli defense establishments, there is more that binds them together than U.S.
aid. If done thoughtfully, this agreement could yield over the next decade an enhanced
bilateral relationship that builds on the past three decades of security assistance and
cooperation, and prepares the U.S. and Israel to capitalize on each country’s comparative
advantage to confront the threats and challenges of the future.
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The History of the U.S.-Israel MOU

The U.S. has provided military aid to Israel since the
1960s totaling some $140.6 billion (not adjusted

for inflation), including $124.5 billion in security
assistance and $16.1 billion in missile defense
funding. Since 1998, the majority of this assistance
has been directed by three successive ten-year
Memoranda of Understanding (MOU) agreed by the
U.S. and Israel. Prior to the first U.S.-Israel MOU,
U.S. security assistance to Israel tended to be less
predictable and less robust. The funding directed by
the MOU has to be provided by Congress annually
and is therefore not entirely guaranteed, but to date,
Congress has appropriated assistance for Israel at
the levels agreed in each MOU.

Each successive multi-year agreement has been a
useful tool to negotiate and chart out the priorities

and direction of the U.S -Israel military and security
assistance relationship. Each past MOU has also been
used to help transition some element of the relationship
between the U.S. and Israel to a new phase.

First U.S.-Israel MOU: FY1999-2008

The first MOU, signed in 1998 by President Clinton
and Prime Minister Netanyahu and covering Fiscal
Year (FY) 1999-FY2008, provided for $26.7 billion in
U.S. assistance over ten years, of which $21.3 billion
was to be security assistance in the form of Foreign
Military Financing (FMF). By comparison, from
1952-1998, Israel purchased a total of ~$19.1 billion
($37 billion in 2026 dollars) in defense equipment via
Foreign Military Sales (FMS).

The 1998 MOU, known as the “Glide Path Agreement,”
also phased out economic aid to Israel over its
duration. In 1996, Prime Minister Netanyahu had
declared in a joint address to the U.S. Congress

that “there can be no better tribute to America’s
long-standing economic aid to Israel than for us to
be able to say we are going to achieve economic
independence.” As Israel's economy grew, he decided
it was best for Israel to become less dependent on
foreign aid and more integrated into global markets.
Increasing security assistance to Israel, on the other
hand, was viewed as a way to bolster Israel’s ability
to defend itself amidst emerging regional threats,
including from Iran and Iraqg.

Second U.S.-Israel MOU: FY2009-FY2018
The second MOU, negotiated and signed in 2007
between President George W. Bush and Prime
Minister Ehud Olmert, covering FY2009-FY2018,

provided for annual military funding between $2.55
billion and $3.1 billion, rising over the duration of the
agreement, for a total of $30 billion. This significant
increase in security assistance from even the prior
MOU was considered a core part of enabling Israel to
maintain a qualitative military edge over its regional
adversaries by facilitating their procurement of
sophisticated military platforms and weaponry.

Third U.S.-Israel MOU: FY2019-FY2028

The third 10-year U.S -Israel MOU, signed in 2016
and spanning FY2019-FY2028, allots $3.8 billion
annually in military aid to Israel. Of this, $3.3
billion is disbursed as FMF and $500 million is for
joint missile defense development, production,
and procurement. This MOU also transitioned
Israel off of certain allowances, such as offshore
procurement and using FMF to purchase fuel.

Missile Defense

Although the U.S. had provided funding for missile
defense programming in the past, routinizing it in
the context of this multi-year agreement was a new
development in this MOU. Directing $500 million
annually toward missile defense programs was
intended to enable predictability for joint research,
development, and production of jointly developed
systems in the United States, such as the Iron Dome,
David's Sling, and David's Arrow.

Offshore Procurement (OSP)

Unigque among FMF recipients, Israel was traditionally
able to use a share of FMF to make purchases from
non-U.S. parties, including in Israel, with the goal of
strengthening Israel's domestic defense industry.
Known as Offshore Procurement (OSP), the third
MOU phases out this allowance from 26.3% of the
annual FMF total to zero by the end of the current
MOU. As of 2028, Israel will no longer be able to use
FMF for purchases from non-American companies. In
reaction to this transition, a number of Israeli defense
companies have partnered with the American defense
industry and opened U.S. subsidiaries, in order to
continue benefiting from FMF funds allocated to
Israel.

Phasing Out FMF for Fuel

Until this MOU, Israel had been permitted to use

a portion of its FMF to purchase fuel and other
‘consumables.” This MOU phases out that allowance.
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The U.S.-Israel Security Relationship Beyond the MOU

The U.S-Israel MOU is the sole source of structured,
predictable U.S. security assistance to Israel, but it is far
from the only component of the defense relationship.
While the majority of Israeli arms purchases from the
U.S. are made fully or partly using U.S. assistance, Israel
also uses its own funds for purchases from both the
U.S. government and U.S. defense companies directly.
Other unique elements of the U.S-Israel security
relationship that are separate from the MOU include:

+ Cash-flow financing on purchases made with
FMF, allowing payment for large sales to be
spread across several years.

« Since Fiscal Year 1991, Congress has mandated
that Israel receive its annual allotment of FMF
up front, in an interest-bearing account, from
which Israel is able to keep or use the interest.
Most FMF recipients receive the funds in multiple
tranches. Historically, Israel has used interest
from this account to pay down its debt to the
United States; it is not allowed to use it for Israeli
industry purchases.

+ Israel is among a small group of countries for
whom the threshold for major arms purchases
requiring notification to Congress is set to $100
million rather than $25 million.

« Excess Defense Articles: Between 1992-2025,
Israel received $6 billion in defense items from
the Excess Defense Articles process, wherein the
U.S. military can transfer or sell discounted
surplus U.S. military articles to select allies.

» The War Reserves Stockpiles Act-Israel (WRSA-I):
WRSA-| allows Israel to host a Department of
Defense munitions stockpile intended primarily
for U.S. use, from which Israel can request to
receive weapons in times of emergency or war.
While Israel and any other recipient of WRSA-I
stocks must pay for the munitions they receive,
Israel has been granted permission to draw from
the stockpile on a number of occasions, including
during the war following the October 2023 Hamas
attack on Israel.

Congress has also approved many one-off
assistance supplemental appropriations,
particularly during conflicts. Israel has also
received assistance via presidential drawdown
and other authorities that can provide defense
equipment to allies.

Beyond arms sales, bilateral defense cooperation
includes an array of strategic agreements, joint
research and development programs, intelligence
sharing, and frequent combined training exercises.

Military-to-military cooperation was further
enhanced by the decision to move responsibility
for the defense relationship with Israel from

the European Command's (EUCOM) area of
responsibility to that of Central Command
(CENTCOM), which manages all U.S. military
relationships with other Middle Eastern partners.

Additionally, in recent years, the U.S. has deployed
substantial assets to defend Israel from Iranian
attack, including multiple carrier groups, and set
up THAAD missile defense systems in Israel itself.
U.S. military personnel were first deployed within
Israel in 2025 to stand up and run the Civil Military
Coordination Cell (CMCC) as the lead coordinating
mechanism for some elements of ceasefire
oversight in Gaza. In the lead-up to the U.S.-Israel
war against Iran launched on February 28, 2026,
additional military personnel and platforms were
sent to Israel and remain there as of publication in
May 12, 2026.
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A Changed Political and Geopolitical Context

In 2016, a number of geopolitical dynamics influenced the tenor of conversation and
direction of MOU negotiations. Friction between Israeli and American leadership was high
over a number of issues: the way forward on Iran’s nuclear program, limited American
engagement in Syria, and West Bank settlement expansion. President Obama had just
concluded the JCPOA with Iran to constrain its nuclear program; Russia had just entered
the fray in Syria’s civil war on the side of the Assad regime and Iran; and the United States
and the global coalition it had built were two years into a military campaign against
Islamic State in Irag and Syria. Nevertheless, polling at the time indicated roughly 62%

of Americans “sympathized more with Israelis than with Palestinians,” rendering the
continued focus on security assistance to Israel less publicly and politically fraught.

Negotiations for a fourth agreement take place in a sharply different context—in the
defense paradigm, regional situation, and American and Israeli domestic considerations.
Additionally, new technical needs, regional opportunities, and changing domestic visions
of the bilateral relationship in both countries mean that a successful new MOU might bear
little resemblance to its predecessors in structure and content.

U.S. Domestic Politics

The combination of a more isolationist and domestically-focused Republican party

and a more values-focused Democratic party with the Gaza and Iran wars makes the
current U.S. political environment particularly sensitive with regard to a new MOU. There
are several threads that feed into these dynamics: questions about the nature of the
strategic relationship with Israel and the utility of continuing to provide Israel with security
assistance, alongside the real-time demonstration of the effectiveness of U.S.-Israel
military cooperation and concerns about ongoing U.S. armament needs and resupply
capabilities. Given these and other considerations, there appears to be an emerging
consensus that a new MOU will not be structured around consistent annual Foreign
Military Financing (FMF) grants to Israel. Views on what a new MOU should look like,
however, run the gamut from increased technological and research cooperation and FMF
that winds down over the life of another decade-long agreement, to limits and conditions
on the types of weapons the U.S. should sell to Israel, to no MOU at all. It is clear the model
of the previous three MOUs no longer fits with American politics or the U.S." geopolitical
security outlook, which points to a new model that takes all of these variables into account.

Israeli Domestic Politics

The Israeli political environment is also in flux on questions over a next MOU. The
aftermath of October 7 has demonstrated the extent to which Israel relies on American
capabilities, while also reinforcing Israeli chafing at the discussion of American limits

and leverage over Israeli behavior stemming from the security relationship and security
assistance directly. Politicians on the right are calling for Israel to stop accepting American
FMF on the theory that it will allow for maximal Israeli independence, and Netanyahu
himself has called for FMF to be phased out over the life of the next MOU. Opposition
politicians tend to reinforce the existential nature for Israel of a strong partnership with the
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U.S., and blame Netanyahu for the decline in support for Israel rather than emphasizing the
potential end of security assistance as a positive development.

Israel's new security doctrine of acting against threats beyond Israel's borders before they
develop, rather than relying on deterrence, will stretch Israeli capabilities and budgets,

and the two rounds of war with Iran have also revealed the gaps in Israel’s ability to act
independently of the U.S. due to reliance on American Massive Ordnance Penetrators

or aerial refueling planes. Netanyahu believes that Israel can absorb the budgetary hit

of losing FMF, which made up 10-15% of its defense budget in recent years, despite

the massive cost of ongoing conflicts in Gaza, Lebanon, and Iran, due to its strong and
growing economy. Ultimately, it is the U.S. side more than the Israeli side that will shape
the structure and content of the next MOU, but the diversity of Israeli opinions and the
looming elections in the fall create unprecedented uncertainty about Israeli preferences, let
alone needs.

Middle East Politics and Geopolitics

The Middle East has changed drastically over the past decade. Saudi Arabia, Syria, and
Lebanon each have new leadership who are taking their respective countries in new
directions from their predecessors. Hamas' horrific October 7, 2023, attack on Israel
catalyzed a multi-front war with Hamas in Gaza and Hezbollah in Lebanon that left much
of Gaza and southern Lebanon in ruins. Both wars are somewhat paused as of May
2026 by tenuous ceasefires while the Trump administration attempts to negotiate a more
sustainable way forward.

Israel decimated Hezbollah's capabilities through covert and conventional means, though
Hezbollah has demonstrated adaptability and remains a top Israeli security concern.

In 2020, the Abraham Accords established formal diplomatic relations between Israel,
the UAE, Bahrain, and Morocco, which President Trump still talks about expanding to
elsewhere, including Saudi Arabia, though no new states have normalized relations with
Israel since the Accords were announced.

In 2025 and 2026, Israel and the U.S. have fought two rounds of war with Iran, one of
which has not yet concluded. While Iran’s proxy network has been seriously eroded, Iran
retains some of its conventional and asymmetric military capabilities, and its nuclear
program, with its advancement since 2018, remains a threat despite being targeted. The
most recent Iran war saw the Islamic Republic launch retaliatory strikes against all Gulf
Cooperation Council countries, which has introduced a new dynamic into the region
alongside Iran’s establishment of control over the Strait of Hormuz.

The years-long period of upheaval has left the region simultaneously more unstable but
also potentially more unified in the face of the Iranian threat than it has been in decades,
and amidst this instability, there are more potential opportunities to build a new regional
order than could have been anticipated three years ago.
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There Is Value for the United States and Israel in a Next MOU

Although the MOU has been only part of the bilateral security relationship, it has in the past
been a useful tool to establish some predictability and chart a multi-year course for security
cooperation that responds to current needs and projects future ones. A follow-on agreement
affords an opportunity for the U.S. and Israel to identify what the appropriate areas of growth
are for the next phase of the relationship, according to their mutual interests.

Value for the United States

Israel is America’'s most capable security partner in the Middle East and one in whom the
United States has invested a tremendous amount over the past three decades. Israel is
among the few partners on whom the U.S. can rely to share the burden in combatting shared
threats and pursuing shared interests, as has been reflected clearly at the operational level
through the 2026 Iran war. Nesting Israel within the larger CENTCOM framework for regional
defense ensured a more robust operational structure that drew regional partners together,
including with Israel. This helps maintain American influence in the region and ensures that
regional partners work within the framework of U.S. goals and interests.

Following three decades of security assistance and cooperation, the military-to-military
relationship is strong. The Iran war has revealed an unprecedented level of coordination
between the U.S. and Israel that is unmatched by any other U.S. partner to date. It makes
sense to build on this cooperation and interoperability to advance shared interests in the
region, particularly given that defense coordination will be key to dealing with the next
iteration of the challenge from Iran. The American and Israeli militaries are operating more
akin to peers, which has been made possible by decades of FMF, joint training exercises,
and leveraging the respective strengths of each country. Building upon this success and
pivoting to the next decade’s challenges is a logical outgrowth of previous agreements,
and the U.S. can particularly benefit from Israeli technological capabilities and ingenuity
that can be harnessed under the framework of a new MOU.

The value for the U.S. is not limited to security cooperation. The threats posed by
asymmetric weapons, such as UAVs, and the revolutionary potential of Al make
cooperation on technology writ large paramount. Innovative research and development
have been a hallmark of U.S -Israel cooperation in areas such as missile defense and
armored vehicle protection, and a new MOU can extend that for dual-use purposes to
healthcare, Al, agriculture, quantum computing, and more. A scaled-back focus on FMF
will allow the U.S. to focus on other areas where cooperation with Israel can be beneficial
and plan for it in a strategic way.

Value for Israel

Israel also has compelling interests in negotiating and signing another agreement. The
United States remains Israel’s primary link to much of the rest of the region and a key partner
in defending against adversaries and developing capabilities to combat emerging threats.
Israel and the U.S. remain leading developers of defense technologies and platforms. It
behooves Israel to retain the United States as its security partner of choice.
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The decades-long stream of American weapons systems has served as an unofficial
security guarantor for Israel in the face of varied and complex threats. The fact of the
MOU—not specific weapons sales—acts as a deterrent against threats as it communicates
a strong and durable U.S. interest in Israel's defense.

The MOU has acted as a boon to Israeli research and development, giving Israeli firms
access to unparalleled American defense technology. The MOU structures and creates
requirements to spend U.S. security assistance on U.S.-made systems, and has created
opportunities for joint ventures that might not otherwise exist. By linking assistance

to platforms, the MOU has ensured that Israel maintains a clear edge—beyond the
requirement of congressionally mandated QME—in its technology and capabilities. While
some of this would occur anyway, the MOU has institutionalized and routinized it beyond
the normal course of doing business.

The regional wariness of Israeli intentions following multiple rounds with Iran, IDF
operations in Lebanon, and the IDF presence in southern Syria might make a new MOU
and its intertwining with the U.S. more important than it would have otherwise been

to ensure that the regional security architecture can continue to grow and mature.

The access that Israel has had to U.S. weapons systems, along with its own defense
capabilities, also makes it a desirable partner for other regional states. In the aftermath
of the war with Iran, Arab Gulf states will increasingly seek to address their own defensive
vulnerabilities, and Israel will be an obvious option they will consider for systems

and capabilities, even as some of them also may view Israel as contributing to the
destabilization of the region.

A Next MOU Must Look Different From the Past

A bilateral MOU is an executive agreement that can be constructed in myriad ways. The
next MOU should not be a mirror of past MOUs or a continuation of a framework that has
guided the bilateral security relationship over the past three decades. Rather, it should

be used as a tool to enhance areas of mutual interest and benefit and transition the
relationship to its next phase.

Prior MOUs have been used to wind down certain forms of assistance and increase others.
For example, the first MOU phased out economic assistance over an accelerated period
and phased in security assistance. The second MOU drastically increased the annual
allotment of security assistance to Israel. The third and current MOU routinized missile
defense assistance and phased out offshore procurement. With the next agreement, there
is an opportunity to mature the bilateral security relationship from one of provider and
recipient to genuine security partners who reassess the threat picture and identify areas
for greater mutual benefit.

Any new agreement will need to reflect Israel's matured defense capabilities and desire for
greater independence and local arms production, the Trump administration’s preference
for investment over aid, and the changed political landscape in both countries. Moreover,
it needs to address longstanding challenges with joint defense research and technology
transfer to enable U.S.-Israel cooperation on the new security issues that have cropped
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up since the last MOU was negotiated. These include the primacy and rapid evolution

of drones, hybrid warfare, the rise of deep technologies like Al and quantum computing,
and the battle for rare earth minerals, semiconductors, and other basic technologies
underpinning high-tech warfare. Finally, it needs to be able to demonstrate direct benefits
to the United States, both in terms of comparative military advantage and potential dual-
use application.

Moving Beyond Security Assistance

Security assistance, and specifically FMF, has been the predominance of the U.S.
commitment in the last three MOUs but is now fraught in both the U.S. and Israeli political
conversations. It has become an outsized feature of discussions about the U.S -Israel
relationship, and a protracted fight over a new MOU focused on security assistance risks
being so divisive that it harms U.S -Israel ties. Given the benefits for the U.S. of a strong
relationship with Israel, there is an argument for sidestepping what is currently the largest
source of domestic political stress on the U.S. side.

On the American left, assistance to Israel is a totem for allegations that American policy
ignores human rights concerns and tramples values in favor of a cold-blooded calculation of
interests. On the right, assistance to Israel is a totem for allegations that the U.S. is spending
billions overseas that should be spent at home, and that foreign policy decisions are too
impacted by foreign interests and concerns rather than guided by America First principles.

Israel has also effectively rejected the notion of another MOU that preserves the security
assistance model as it has existed. The extended fighting in Gaza exposed the ways in
which the IDF is reliant on U.S. weapons and assistance, and sparked a renewed and
urgent sensitivity to how dependent Israel is on a smooth American political atmosphere.
Netanyahu's comments about Israel needing to have elements of an autarkic economy,
develop a more robust domestic arms industry that insulates Israel from the whims of
other states, and eventually wean itself from U.S. assistance entirely demonstrate the
uneasiness with which some Israeli leaders now view the continuation of the current
security assistance relationship.

It has long been believed that security assistance to Israel creates a potential source

of leverage and influence with the Israeli government and provides the U.S. with a tool

to partially shape Israeli policy. The limits to this are evident, both in terms of American
willingness to exercise that leverage and Israeli receptiveness. It has always been a

flawed analysis that security assistance will enable the U.S. to get everything it wants in
every situation from a sovereign partner nation, particularly when that partner’s strategic
interests are in the balance. It is the strength of the whole of the relationship—and often the
extent of the relationship between specific Israeli and American leadership—that affords
the United States influence on Israeli decision-making, and even that has its limitations.

In addition, security assistance to Israel is not cost-free for the United States. While FMF
must be spent in the U.S., making it less of a gift to Israel and more of a grant to benefit
the U.S. defense industry, funding is zero-sum in different ways. The large percentage
of American FMF designated for Israel—over 50% of total U.S. outlays—means less is
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available for other countries where the U.S. also has strategic interests. More saliently, the
money earmarked for missile defense comes from a single pot that the U.S. spends for
itself as well, meaning that as currently applied, every dollar that goes to Israel for missile
defense assistance directly detracts from what the U.S. spends internally. The sheer size
of the MOU can also lead to shortages in American defense articles, resulting in difficult
choices and tradeoffs.

That said, the reliable and predictable security assistance created by a multi-year MOU has
kept Israel squarely in the U.S. orbit for defense equipment and at an arm’s length from
Russia and China—a key advantage in a region where China and Russia continue to look
for inroads, and where China in particular uses its economic clout to grow its influence.
Maintaining this relationship does not require the same level of security assistance
annually or in perpetuity, but it has traditionally helped keep the foundation of the U.S -
Israel defense relationship secure alongside other factors such as joint operations, joint
training, and military liaison programs.

In the larger framework of the U.S -Israel relationship—which is important for the U.S.

but existential for Israel—continued security assistance puts the health of bilateral ties at
risk. Much of the intrapartisan and interpartisan fighting in the U.S. over Israel centers on
security assistance and weapons sales, as noted above, and re-upping this element of

the security relationship for another decade guarantees that Israel will continue to be a
partisan political football. While American security assistance is important, its importance
is reduced if it becomes a heavier weight around Israel’'s neck and puts other elements of
the relationship under a sharper microscope as well. It is always in Israel's interest to avoid
American partisan politics, but negotiations over a new MOU will instead put Israel at the
center of them.

It will be important for a next MOU to signal and structure U.S. and Israeli commitments to
the security partnership in new and enhanced ways.

Enhancing Joint Research, Development, and Production

U.S -Israel joint research and development (R&D) programs have yielded cutting-edge
technology on shared civilian and defense priorities over the past 40 years. The Binational
Research and Industrial Development (BIRD) foundation was established in 1977 to fund
joint science and technology research and development efforts and has expanded to
support initiatives related to cyber, clean energy, and homeland security. The Binational
Agricultural Research and Development Fund (BARD) was also established in 1977 to fund
joint agricultural R&D initiatives. Initiated in 1986, the Arrow joint development program has
yielded a multi-layered missile defense architecture. More recently, Congress established a
joint effort focused on counter-tunnel technology in 2016. In defense, this cooperation has
yielded platforms that have benefited the U.S. military and defense industry, and facilitated
the adoption of the technology it created for use by the U.S. armed forces.

A next MOU should seek to dedicate funding to expand opportunities for joint research
and development between American and Israeli governments and defense industries
on shared priorities, by both building on existing and identifying new mechanisms that
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can grow. It should identify priority areas for sustained and, in some cases, enhanced
cooperation that capitalizes on the intellectual capital and innovation within both the U.S.
and Israeli defense tech ecosystems. It will also need to define the regulatory challenges
that may hinder U.S. and Israeli cooperation, and chart a path to either amend them or
create new frameworks that enable cooperation and integration across platforms.

Expanding Co-Production

Decades of U.S. security assistance to Israel that has incentivized or, to a large extent,
required Israel to purchase U.S. systems have resulted in near-complete interoperability
between American and Israeli militaries. It has also seeded a number of partnerships
between Israeli and American defense companies that have yielded world-class
technology, and Israeli components on American platforms and vice versa. Because these
relationships already exist and Israel is accustomed to capabilities that in many cases only
American defense companies offer, much of the integration and partnerships that have
been created are likely to be sustained, even absent automatized U.S. security assistance.

There will be areas, however, where Israel seeks to create and purchase its own systems
or partner with non-American industry because it is cheaper, faster, or easier to access.
There will also be areas where it will be in the U.S. interest to retain priority access to the
top-in-class technology that only Israeli industry has to offer or that the two countries have
jointly developed. A new agreement should therefore identify ways to at least sustain and
ideally increase the interconnectedness and interoperability across U.S. and Israeli defense
systems. It should seek to increase integration between platforms and systems that the
United States is producing and platforms and systems that Israel is producing, to preserve
U.S. market share, and keep the two industries connected and creating and benefiting from
the most competitive technology. The whole of U.S -Israeli defense industrial cooperation
is often greater than the sum of their respective parts.

Recommendations for a Next MOU
The next MOU should:

Mature the U.S.-Israel security relationship into a partnership that builds
on the past and prepares for the future.

The global, regional, and domestic political environments have changed too much to
consider the third MOU as an appropriate framework for a fourth. Israel's economy and
capabilities have also matured significantly over the past decade. Their military capabilities
were on full display during the Iran war, where the Israeli Defense Forces (IDF) were
remarkably able to fight alongside the United States as a near-peer to the U.S. military. The
next MOU should be used as an opportunity to evolve the bilateral security relationship to
one of genuine partnership, where each side contributes to the others and the collective
regional defense. It is an opportunity for each defense enterprise to reflect on its priority
threats, shared interests, and where each has the comparative advantage to enhance the
other in a balanced way. Prior MOUs have been used to transition some element of the
relationship from one phase to the next; so too should this next one.
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Wind down U.S. security assistance and invest U.S. resources in other
joint endeavors.

Israel has a strong economy and an even stronger defense industry. Prime Minister
Netanyahu has said he wants to wean Israel off security assistance over the coming
decade. Understandably, Israel does not want its military procurement to be held hostage
to American politics. Israel should be allowed and encouraged to purchase munitions,
platforms, and other equipment from American providers, in accordance with U.S. law
with respect to technology-sharing, export restrictions, and other obligations, and requests
for U.S. security assistance should be evaluated on a case-by-case basis. But it no longer
needs large sums of aid to do so that it once did. The United States is operating in an
increasingly resource-constrained environment, and there is decreasing support for this
kind of large-scale assistance across the American political system. U.S. and Israeli
negotiators should consider how to use this MOU to decrease security aid and increase
other forms of security and defense cooperation.

Shifting away from a relationship built around the United States routinely providing
taxpayer dollars for Israel to defend itself—and therefore where taxpayers feel entitled to
have a say over how Israel defends itself—may also mitigate the unproductive zero-sum
debates in Congress around support for Israel.

Expand mechanisms for joint research and development around shared
priorities and emerging threats.

Similarly to how the Russia-Ukraine war has highlighted the quickly shifting nature

of threats, Israel's post-October 7 experience and the U.S -Israel Iran war experience,
combating threats as diverse as ballistic missiles, guided rockets, anti-tank munitions,
drones, and armed fighters in pickup trucks, provides a model for the next decade of
warfare and where the U.S. and Israel should put their combined energies. Much as the
previous MOU was geared toward addressing new ballistic missile technology, the next
one will have to focus on lower-cost technologies that are harder to detect and intercept,
such as fiber-optic drones and guidance systems relying on cellular networks, and the
growing use of Al in warfighting.

The U.S. and Israel should establish a high-level working group of government and private
industry experts to game out predictions for the next decade’s threat assessments, plan
the architecture needed to address them, and make recommendations for how U.S -Israel
cooperation on R&D and production can mitigate emerging challenges. There are currently
a number of regulatory barriers to both enhanced R&D and co-production. This working
group should also assess what these barriers are, what value they have, and whether
changes might be necessary to facilitate future bilateral opportunities.

Prioritize air defense, especially against future threats like drone
technologies.

U.S. investment in Israel’s air defenses has been battle-tested, and recently deployed
in defense of Gulf partners against Iranian missiles and drones. Even as FMF for the

Partnership Recalibrated: The Next Era of U.S.-Israel Security Cooperation 13



purchase of arms winds down, the U.S. should continue to support missile and air
defenses—its availability and reliability to continue to defend Americans living in Israel and
U.S. servicemembers around the region, and its innovation for defending U.S. interests.
Recent deployments of Israeli air defenses to the UAE illustrate this need.

Any next agreement should consider how to capitalize on joint missile defense production
moving forward, including against next-generation weapons that U.S. forces may confront.
Focus over the last decade has been on Israel’s air defense, but moving forward, there will be
core questions about the application of air defenses throughout the region, and potentially
applications at home for the U.S. and with partners worldwide. The fact is that there is more
to air defense than the provision of next-generation interceptors. Platforms like Iron Beam
(even with its challenges) are a possible starting point for the future of innovative counter-
drone technology from which the U.S.and its allies can benefit more directly.

To date, U.S. funding support for Israel’'s missile defense procurement historically has
been drawn directly from the budget of the U.S. Department of Defense’s Missile Defense
Agency (MDA), which has caused friction because it has come from MDA's own domestic
research and development or U.S. homeland defense programs without direct benefit to
the U.S. If future funding for missile and air defense—either from MDA or elsewhere—is
focused on creative joint innovations that benefit the U.S. military, allies, and industry,

that would help make the case for its continued prioritization. A recent announcement
indicating collaboration with Ukraine on counter-drone technology could be a useful model
for U.S -Israel missile and air defense co-development too.

Chart a path for increased integration across platforms and systems that
the U.S. and Israel are respectively producing and opportunities for
co-production.

A next agreement should seek to ensure the U.S. and Israel retain the interoperability
between defense enterprises that has been established in recent decades, and expand
integration across their respective defense industries, particularly as Israel seeks to

grow its own defense industry and access to foreign markets. It should also identify how
Israeli production capabilities can be leveraged for mutually beneficial platforms, such as
munitions and interceptors, for example. Israel’s production capabilities tend to be faster
and more flexible than those in the U.S., and their timelines are shorter for transitioning
from prototype to scale. There are already a number of joint ventures across U.S. and
Israeli defense companies, and Israel is well integrated into the supply chain for a number
of major systems. Israel’s production capabilities could also augment those in the United
States, particularly at times when surge production capacity is needed.

Expanding industry-to-industry integration and co-production opportunities will require
some regulatory changes in both the United States and Israel that currently hinder
enhanced partnership. A new agreement should address how to adjust the procurement
and regulatory framework to facilitate this objective. Negotiators of a next agreement
should look to Pillar Two of the AUKUS partnership—aimed at facilitating joint development
and fielding of advanced capabilities across AUKUS members (Australia, the U.S., and
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the UK)—to identify lessons learned from both the agreement and its implementation to
consider whether and how elements of this model might be applied to future U.S -Israel
defense industrial base partnership.

Ensure that Israel remains an active player within the regional defense
architecture that U.S. CENTCOM has built.

The next agreement should consider how Israel can continue to contribute to the
development of regional partner capabilities and collective defense. Israel has the most
sophisticated partner military in the CENTCOM region. CENTCOM should do what is
necessary to fully integrate Israel into regional planning, exercising, and intelligence sharing
for the benefit of regional collective defense and developing other partners’ capabilities.
Israeli deployment of Iron Dome and Iron Beam batteries and IDF personnel to the UAE
during the Iran war is an aspirational model pointing to greater security cooperation

and integration of systems, and will require not only continued Israeli integration into
CENTCOM, but renewed American diplomacy and engagement on the Israeli-Palestinian
file. Progress on the Israeli-Palestinian front, which should be at the top of the U.S. regional
agenda if a new Israeli government is elected in the fall, remains absolutely necessary

to make it feasible for regional partners to openly cooperate with Israel amidst ongoing
tension over Israeli-Palestinian issues and Israel's military adventurism across the Middle
East. While more and deeper Israeli partnerships with regional states are politically fraught
in the current moment, the U.S. and Israel should consider how to begin to build more of
them, even if slowly, by leveraging the obvious security benefits that Israel provides and
also addressing core issues on the Israeli-Palestinian file by reengaging on West Bank
issues in particular.

Explore whether the legislative requirement to uphold Israel’s Qualitative
Military Edge is still possible and applicable as statutorily written.

Given evolving regional dynamics, including normalization of relations between Israel and
some countries in the region and talk of further regional integration, Israel’'s robust and
highly competitive defense industry that sells to partners globally including in the Middle
East, and rapidly developing unconventional and technological capabilities that are not
covered by QME as written today, Israel and the United States should think critically about
whether and how the legal requirement on QME should be revised. If the intent of the law
still applies, it may be time to update the terms.

Amending QME legislation will be difficult if not impossible, but at the very least, there
should be consideration of its implementation and how to maximize the benefit to the
United States, including rebalancing the playing field for American defense companies
in light of an ever-growing and innovative Israeli defense industry, while also maintaining
Israel's edge vis-a-vis adversaries.

Operationalize clear walls between future U.S.-Israel defense efforts and
any Israeli cooperation with China.

Chinese penetration across Israel's economy and civilian infrastructure has long been
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a source of tension for the United States. How to insulate Israeli and American defense
technology, platforms, and production capabilities from Chinese investment and espionage
is something that the Israeli government will need to address in a serious way if the U.S.
is to consider lowering some of the barriers to defense industrial cooperation. While
working groups have been formed to engage on this topic, more must be done. This
includes removing China from operating shipping container terminals at Israeli ports, and
continuing to enforce stricter standards on Chinese investment in the Israeli high-tech
sector and in critical infrastructure. Any agreement has to outline clear commitments

by the Israelis to ensure they are putting all counter-measures in place against Chinese
penetration, and operationalizing guidelines put in place in recent years to harden their
defense investments, industrial base, and other critical nodes where U.S -Israeli defense
cooperation is intended to deepen.

Conclusion

As part of selling the next MOU to Congress and the American people, both countries will
need to speak openly about the value of the bilateral security relationship for each country and
the breadth of it beyond security assistance. Particularly in the current political environment,
neither American nor Israeli leadership can take for granted that American politicians or the
public will support a next agreement. They will need to clearly make the case to the American
people on why the next U.S -Israel MOU is valuable to the United States.

It will be important for the American electorate to understand that the next agreement
is not about giving Israel another blank check, but rather building on a relationship that
benefits the United States and is predicated on shared interests and shared values—and
more than assistance. Gaza, the Iran war, and the West Bank are fraught subjects in the
U.S. that often shift the conversation about the U.S -Israel relationship entirely onto the
values plane. While this is a critical part of the relationship, it is not the only one, and the
value of the bilateral security relationship must be reemphasized in its proper context of
history, the present, and the future, above and beyond questions of security assistance.

Winding down security assistance for Israel is not a punishment but a reflection of success.
Enhancing cooperation in defense research, development, and production is not something
the United States should do because of any particular fondness toward Israel or past
construct of the bilateral relationship, but because doing so is in the U.S. national security
interest and has clear material benefits for the United States. Even without FMF, the U.S.
and Israel would be cooperating at a higher level on security than with most other bilateral
American relationships, and the ways in which each side benefits from the other should be
reiterated. This does not mean that the U.S. should ignore the values aspect of the bilateral
relationship, particularly since it is the shared values that make the relationship unique
relative to others. The U.S. must continue pushing Israel on this front, particularly in the
realm of Israeli-Palestinian affairs. But it is short-sighted to damage beyond repair a critical
strategic relationship from which the U.S. greatly benefits, rather than to work together to put
it on a solid footing that takes changed circumstances and new environments into account.
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