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Foreword

To say that the U.S .-Israel relationship must be repaired is to say that it
is broken. It is—not irretrievably, but seriously. Personalities and policy
differences are partly responsible for bringing matters to this point, but
there are other, more deep-seated explanations, including demographic
changes at work within both Israel and the United States as well as the
simple passage of time. The result: two countries that are more different
and distant than has been the case for most of Israel’s existence.

I anticipate that some reading this Council Special Report will be
quick to point out that crises in the U.S.-Israel relationship are hardly
new, and that, as in the past, the two sides will find a way to manage
their differences. This judgment may be true, but it could just as easily
prove to be overly sanguine. More to the point, though, the relation-
ship will not just fix itself. Rather, it will require sustained, high-level
attention from both the existing Israeli government and the incoming
Trump administration, along with a willingness to take the interests of
the other into account. It is precisely such attention and flexibility that
have been conspicuously absent in recent years.

This state of affairs and the growing strategic divergence that has
emerged serves the interests of neither country. This is especially true
given the profound turmoil that characterizes and is all but certain to
continue to characterize the Middle East. Indeed, there is good reason
to believe threats to regional instability could multiply in coming years,
and if they do, both Israel and the United States will face difficult
choices about what is to be done—choices that will grow in difficulty
and diminish in prospects for success if the two countries are unable to
collaborate closely.

The good news is that Repairing the U.S -Israel Relationship was writ-
ten by Robert D. Blackwill, the Henry A. Kissinger senior fellow for
U.S. foreign policy at the Council on Foreign Relations, and Philip H.
Gordon, also a senior fellow at the Council. They are respected former
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practitioners who have spent extensive time at both the State Depart-
ment and the National Security Council. There is nothing partisan in
what they write, even though Robert Blackwill held senior positions
in the administration of George W. Bush and Philip Gordon in that of
Barack Obama.

The two are not content to simply note problems and discuss their
causes and consequences. They also prescribe. What they propose and
develop are steps that the new American president should commit to,
starting with undertaking and institutionalizing a genuine high-level
strategic dialogue with Israel, one that covers the entire region and a
host of existing and potential political and military contingencies. They
persuasively argue for the two governments developing and implement-
ing a joint strategy to meet the continuing challenges posed by Iran in
the nuclear domain and beyond. And they make the case for expanded
economic and defense cooperation between the two countries.

Not surprisingly, the matter of Israel’s policy toward and relation-
ship with the Palestinians also garners considerable attention from the
authors. Here they note the widening gap between many in Israel and
the United States over the desirability and feasibility of pursuing a two-
state solution to this long-standing conflict. They then go on to suggest
amore conditional American approach that would tie elements of U.S.
policy to a range of Israeli actions on the ground, including settlement
policy and what Israel is prepared to do to improve the daily lives of Pal-
estinians and prospects for the emergence of a viable Palestinian state.

This is an important report. I expect for some it may go too far, for
others not far enough. But whatever the reaction, it merits close reading,
asitshedslight on a critical set of issues and a critical relationship at a crit-
ical time in the history of Israel, the United States, and the Middle East.

Richard N. Haass

President

Council on Foreign Relations
November 2016
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Introduction

The U.S. relationship with Israel is in trouble. The cause of the difficulty
is not a mere lack of personal chemistry between Barack Obama and
Benjamin Netanyahu, nor can it be reduced to a single policy disagree-
ment, such as the debate over the Iran nuclear deal. Rather, serious dif-
ferences on along list of policy issues in the Middle East and significant
demographic and political changes on both sides are pushing the two
countries apart and making it harder for those who care deeply about
the relationship—as we, the authors, do—to maintain it.

A growing number of Israelis—perhaps now a majority—support
policies likely to exacerbate differences with the United States and
increasingly question their ability to count on Washington, and an
increasing number of Americans—including some of Israel’s tradi-
tional supporters—are concerned about Israel’s domestic and foreign
policy paths. Without a deliberate and sustained effort by policymakers
and opinion leaders in both countries, the relationship will continue to
deteriorate, to the detriment of both countries. Various forms of coop-
eration between the United States and Israel will continue, as they do
with many countries in the region, but the shared strategic perspectives,
cultural affinity, mutual admiration, and common democratic values
that have underpinned the partnership are increasingly at risk. A split
between the United States and Israel is an outcome no one who cares
about Israel’s security or America’s values and interests in the Middle
East should want.

The sorts of tensions seen during the past few years are, of course,
hardly new in the relationship between Washington and Jerusalem;
they have existed since Israel’s founding during the administration of
Harry Truman. Indeed, having served between us in every administra-
tion since Richard Nixon, we have seen up close how the two countries
have clashed repeatedly, as leaders on both sides fumed about the poli-
cies of the other even while stressing their strong instinctive fidelity to
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common values and security. But though practically every U.S. admin-
istration since Israel’s founding in 1948 has had its “crisis” with Israel—
some at least as serious as the Obama administration’s dispute over the
Iran nuclear program—the factors that allowed the relationship to bend
but not break are no longer as powerful as they once were. Overlooking
what is new and different, and complacently assuming the relationship
will recover this time as it always has in the past, could prove to be a
dangerous mistake.

Recent trends are especially worrisome because a further split
between the two countries would be more costly than many on either
side want to acknowledge. Israel prides itself on being able to “defend
itself by itself,” but the reality is that it continues to rely heavily on the
United States for both military and diplomatic support. The United
States has provided Israel some $100 billion in defense assistance since
the 1979 Camp David peace treaty and regularly expends an enormous
amount of political capital at the United Nations and in a wide range
of other international organizations to shield Israel from criticism or
sanction. Israel can choose to shrug off concerns about growing differ-
ences with Washington if it wants, but a decline in support from the
United States would only embolden Israel’s enemies and imperil its
legitimacy and security.

Despite the arguments of some of Israel’s critics, the United States
profits substantially from the relationship as well. Israel is the United
States’ closest strategic partner in the world’s most unstable region and
shares valuable intelligence with Washington on terrorism, nonprolif-
eration, and regional politics. The United States also derives important
military benefits from the partnership, in areas such as military technol-
ogy, intelligence, joint training and exercises, and cybersecurity." And,
despite its relatively small population, Israel is the largest regional inves-
tor in the United States, the third largest destination for U.S. exports in
the Middle East, an important research and development partner for
the U.S. high-tech sector, and a source of innovative ideas on confront-
ing twenty-first-century challenges such as renewable energy and water
and food security.?

Given the real structural challenges facing the relationship, there
is no quick fix for the divisions that have emerged. But repairing and
preserving the relationship is possible if the two governments and con-
cerned citizens in both countries appreciate how much is at stake. This
Council Special Report examines the ways in which U.S. and Israeli
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strategic perspectives have diverged in recent years, explores how
social, generational, and demographic changes in both countries chal-
lenge the relationship, and concludes with six core policy proposals to
repair, redefine, and invigorate the partnership:

» Seek to reframe the relationship at a summit in early 2017 at Camp
David focused on developing a new strategic vision for a changing
Middle East, committing the United States to remain engaged in the
region, seriously addressing the Palestinian problem, and institution-
alizing an intensive bilateral strategic dialogue.

» EnhanceIsrael’s sense of security and confidence in the United States
by committing to expanded missile defense, anti-tunnel, and cyber-
security cooperation under the terms of the September 2016 long-
term defense assistance Memorandum of Understanding (MOU).

» Move beyond the debate about the merits of the Iran nuclear agree-
ment and work together to implement and rigorously enforce it, with
a commitment to imposing penalties on Iran for noncompliance and
a joint plan for preventing Iran from developing nuclear weapons
after the deal’s main restrictions expire.

» Develop detailed common understandings about how to more effec-
tively contain Iranian hegemonic regional designs and take action
designed to do so.

» Agree on a set of specific, meaningful measures that Israel will take
unilaterally to improve Palestinian daily life and preserve prospects
for a two-state solution, linking continued U.S. willingness to refrain
from or oppose international action on Israeli settlements or the peace
process to Israel’s implementation of such positive, concrete steps.

» Expand economic cooperation focused on bilateral trade, invest-
ment, energy, innovation, and Israel’s integration into the region.



The Threat of Strategic Divergence

The most basic risk to the U.S.-Israel relationship is a growing diver-
gence over how to handle the most serious dangers to Israel’s secu-
rity—or even existence. For decades, “ensuring Israel’s security” meant
making sure Israel had the military power and intelligence capacities to
defend against invading Arab armies, individually or collectively, and at
that task the two countries succeeded spectacularly. As Amos Yadlin,
the former head of military intelligence for the Israeli Defense Forces,
recently noted, “The conventional threat posed by the regular armies of
the neighboring countries has all but vanished.”

Nonetheless, U.S. conventional military support for Israel has not
only continued strongly but also increased in recent years. During the
Obama administration alone, the United States provided Israel nearly
$24 billion in defense assistance, including more than $1.2 billion for
missile defense systems such as Iron Dome, which proved so eftective
in the 2014 Gaza War.* The United States is selling Israel its advanced
F-35 Joint Strike Fighters (making Israel the only country in the region
to receive them) and has approved an unprecedented release of military
capabilities, including V-22 Osprey aircraft (also a first), KC-135 tankers,
AESA (active electronically scanned array) radars for Israel’s F-15 and
F-16 fighters, and anti-radiation missiles. Prime Minister Netanyahu
and former Israeli Defense Minister Moshe Ya’alon have repeatedly
expressed great satisfaction with recent U.S.-Israel security collabo-
ration, which longtime senior U.S. official Dennis Ross—who helped
design that collaboration in the Ronald Reagan administration—has
confirmed goes “beyond what any previous administration has put in
place.” The next administration will almost certainly be similarly com-
mitted to sustaining Israel’s qualitative military edge over its adversar-
ies in the region.

The problem is that, unlike in past decades, today’s main security
challenge is not just deterring an invasion of Arab armies, a specific and
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well-defined mission on which the United States and Israel were easily
able to unite. Instead, the primary threats Israel faces today come from
elsewhere: an expansionist, potentially nuclear-armed Iran; spreading
disorder and the rise of terrorist nonstate regional actors armed with
missiles and supported by outside powers; and a growing and increas-
ingly discontented Arab population within and on Israel’s borders. U.S.
and Israeli perspectives on how to deal with all these critical issues are
currently far apart and may be structurally diverging.

The most glaring recent difference has, of course, been the bitter
bilateral dispute over the Iran nuclear program. Washington and Jerusa-
lem concur strongly on the objective—preventing Iran from acquiring a
nuclear weapon—but disagree equally strongly on how to achieve that
goal. For Obama, it has meant negotiating the best diplomatic agree-
ment he considered possible, one that constrained Iran’s nuclear pro-
gram (including uranium enrichment, plutonium production, research
and development of centrifuges, and work to turn nuclear material
into weapons) for a significant amount of time and put an expanded
monitoring and verification regime permanently in place. Obama has
deemed this a far preferable alternative to merely maintaining sanctions
and pressure as the Iranian program continued to expand or, alterna-
tively, setting the nuclear program back temporarily with military force
and all its inevitable unintended consequences. For Netanyahu, on the
other hand, preventing a nuclear-armed Iran means doing everything
he can to constrain and avoid legitimizing Iran’s uranium enrichment
program which, he fears, could ultimately pave the way to an Iranian
nuclear weapon, a concern shared by the United States’ Arab allies.

The result of these differences was the ugly, unprecedented spectacle
of an Israeli prime minister provocatively speaking to a joint session of
Congress against a U.S. president’s foreign policy priority—a move
opposed by even some of Israel’s strongest supporters in the United
States. Asjournalist Jeffrey Goldberg putit, the speech put even “Amer-
ican Jewish supporters of Israel in a messy, uncomfortable spot,” one
“in which they have to choose between their president and the leader of
a Jewish state whose behavior is making them queasy.”

Netanyahu'’s willingness to risk this clash with Israel’s most power-
ful ally underscored the depth of the gap between the two governments.
Netanyahu chose to publicly undercut the U.S. president because he was
convinced that Israel’s survival was at stake. His close advisor, Ambas-
sador to the United States Ron Dermer, later said the speech was the
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“highlight of his tenure” in Washington and that for Netanyahu speak-
ing out on the issue was so important that it was “worth the price” of
strained ties with Obama.” And though many Israelis were uncomfort-
able with the clash with the United States and the timing of a speech
so close to Israeli elections, on the substance of the deal they strongly
agreed with their prime minister. Opinion polls consistently showed that
some three-quarters of Israelis thought the nuclear deal posed a threat to
Israel, and nearly half believed that Israel should conduct an attack on
Iran to prevent it from obtaining a nuclear weapon.®

The Obama administration also strongly opposes a nuclear-armed
Iran, of course. But wary of the consequences of a military intervention
to set the program back, contending with ongoing wars in Iraq, Afghan-
istan, and Syria, and faced with poor policy alternatives, it also remains
strongly averse to getting involved in another Middle East conflict so
long as a diplomatic solution seems possible. This was also the case
during the George W. Bush administration, which remained focused on
diplomacy even as Iran mastered the nuclear fuel cycle and developed its
enrichment program.

Another difference between the two countries is that vast military
capabilities give the United States much more flexibility when it comes
to coping with the Iranian threat; Washington has the relative luxury
of waiting to see whether and how the danger develops. Conversely,
as Tehran’s nuclear capability has advanced, Jerusalem has seen the
window for its own military option narrow, producing understandable
anxieties across Israel’s body politic. Given its diverse interests in the
region, the United States also inevitably places a higher relative prior-
ity on other regional goals that would suffer from an all-out confronta-
tion with Iran—such as promoting stability in Iraq and defeating the
self-declared Islamic State. Israelis, on the other hand, necessarily focus
more on the existential threat of a nuclear Iran, which Dermer and other
Israelis argue is “a thousand times more dangerous than ISIS.”” Under
these circumstances, it is not surprising that though both the United
States and Israel are determined in principle to prevent a nuclear Iran,
they differ on how to go about doing so. The nuclear agreement has
bought time, but this fundamental difference in approach will persist.

In addition to deep disagreements over Iran’s nuclear threat, Wash-
ington and Jerusalem differin their policy regarding Iran more broadly.'
Israelis fear that behind the nuclear deal is a naive U.S. attempt at a
larger rapprochement with an enemy that rejects Israel’s right to exist,



The Threat of Strategic Divergence 9

supports terrorist groups that attack it, and has aspirations of hege-
mony in the region. The expansion of an Iranian corridor of influence
from Tehran to the Mediterranean has given Iran unprecedented power
projection capabilities in the area. Iranian proxies, including Lebanese
Hezbollah—which has more than a hundred thousand missiles and
rockets pointed at Israel—today have extensive freedom of movement
from Tehran right up to Israel’s border. In every country where Iran’s
power is expanding, Israelis see insufficient resistance from Washing-
ton, leading them to conclude that the Obama administration is so
invested in the success of the nuclear deal and so averse to conflict in the
region thatit is willing to acquiesce to Tehran’s hegemonic designs. The
assumption that the Obama administration is prioritizing the nuclear
deal at the expense of defending against Tehran’s imperial ambitions is
one that Israel again shares with the United States’ Arab allies.

Jerusalemalso takes issue with the Obama administration’sapproach
toward Egypt. Israeli leaders and strategists believe it is counterproduc-
tive, especially ata time of chaos in the Middle East, for the United States
to press Arab governments over their internal political arrangements
and human rights practices. The Obama administration suspended
deliveries of major weapons systems to Egypt after the military crack-
down in the summer of 2013 and has denied Egyptian President Abdel
Fatah al-Sisi the Oval Office meeting Egyptian presidents had come to
expect, even as Cairo has intensified its strategic partnership with Israel
and maintains arguably the most pro-Israel policies in Egypt’s history.
With the two greatest threats to Israel—Iran and international terror-
ism—both increasing, Jerusalem asserts that Washington should pri-
oritize stability in Egypt over democracy and human rights and presses
the United States to maintain its military assistance."" Even as the
Obama administration has proceeded to restore most of that assistance
and tone down its critiques of the Sisi regime, Israelis have complained
that U.S. normalization of the relationship has not gone far enough and
have encouraged even closer strategic cooperation with Cairo. Israel’s
primary interest is in maintaining its peace treaty and counterterrorism
cooperation with Egypt, and Israelis argue that U.S. criticism of Arab
governments’ internal affairs is more effective when voiced privately,
given that public rebukes are ineffective and only antagonize U.S. part-
ners in the Arab world.

The United States and Israel have also been misaligned regarding
Syria, where once again Israel prioritizes the quest for stability and
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deterrence over efforts to promote democracy or regime change.'
Whereas early on in the Syrian conflict Washington announced a policy
of getting rid of Assad, a brutal dictator whose autocratic rule breeds
radicalization and terrorism, Jerusalem has remained comparatively
nostalgic for the “devil it knew”—an Assad regime that had maintained
relative stability for decades. Although the Obama administration has
gradually downgraded the priority of promoting regime changein Syria,
its continued support for opposition elements in the name of that goal
have stoked Israeli fears of rising Islamist extremism and post-Assad
chaosin Syria. Israel also has an interest in countering Iranian influence
in Syria, of course, particularly Iran’s proxy Hezbollah. But Jerusalem
is convinced that an all-out military campaign to oust Assad will only
empower another enemy—Islamist extremists—and prefers to focus
on containment of both threats and to prioritize threats to Israel’s ter-
ritory. Since Russia began attacking targets in Syria in September 2015,
Prime Minister Netanyahu has not criticized the expanded Russian
military presence or its strikes on U.S.-backed rebel groups on behalf
of Assad. Instead, he has met with President Vladimir Putin four times
since September 2015 in an effort to coordinate Israeli-Russian policy
toward Syria; their focus has been on preventing Hezbollah’s acquisi-
tion of advanced missiles, not on removing Assad." Jerusalem is thus
pursuing closer cooperation with Moscow both in Syria and in general,
and many Americans worry about the corrosive strategic consequences
of Russia’s reentry into the Middle East.

Finally, but perhaps most important, is the growing U.S.-Israel gap
over the Palestinian issue. For all the obvious obstacles to achieving a
two-state solution, most Americans (inside and outside government,
and including a majority of American Jews) still see no realistic alterna-
tives to it. They believe that Israeli policy, especially when it comes to
settlements on the West Bank, should be designed to keep prospects for
that eventual outcome alive. They believe that any alternative to a two-
state solution would mean a necessarily undemocratic Israel governing
millions of Palestinians in a way that would undermine the common
values on which the U.S.-Israel relationship has been built. This line
of thinking has underpinned the Obama administration’s approach to
the issue (just as it had that of previous administrations), including its
efforts to get Israel to curb settlement building it considered an obstacle
to peace and to broker comprehensive bilateral negotiations between
the two sides.
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Many Israelis, on the other hand, appear to be giving up on the two-
state solution. After years of failed negotiating efforts, growing ques-
tions about any Palestinian leader’s willingness or ability to conclude a
deal, and the results of Israel’s unilateral withdrawal from Gaza (Hamas
control of the territory and ongoing terrorist attacks with rockets and
through tunnels), an increasing number of Israelis are reaching the con-
clusion that there will never be a Palestinian state they can live with.
According to polls conducted by Hebrew University, Israeli support
for a two-state solution has fallen from a recent peak of 79 percent in
2008 tojust 51 percent in 2015."* Some 88 percent of Israelis now do not
believe the Palestinians are making a sincere effort for peace, and more
than three-quarters of Israeli Jews do not believe that negotiations with
the Palestinians will lead to peace.' For the first time in twenty years,
a majority of the Israeli cabinet is made up of ministers who officially
oppose the creation of a Palestinian state.

The U.S.-Israel divergence on the Palestinian issue is particularly
severe when it comes to the question of settlements. Israeli govern-
ments of both left and right have long tolerated or supported settle-
ment growth, and even those Israelileaders personally uncommitted to
the settlement project have not been willing to pay the political price
of significantly curbing its growth. The Israeli settlement population in
the West Bank has risen from a few tens of thousands in the 1970s, to
around 120,000 at the time of the 1993 Oslo Accords, to atleast 370,000
(including at least 85,000 in settlements deep in the West Bank, beyond
the main settlement blocs) today. The Israeli population in disputed
East Jerusalem has during the same period risen to more than 200,000.
Since Netanyahu came back to power in 2009, the West Bank settler
population has grown by some 80,000 (including 16,000 deep in the
West Bank), with construction begun on 9,000 new settlement units on
the West Bank and 3,000 more in East Jerusalem.'® Netanyahu has per-
mitted the construction of new settlement units at about the same rate
as his immediate predecessors, but the cumulative effect of expansion,
the rising natural growth of the settlement population, the location of
the settlements (in some cases specifically chosen to limit territorial
contiguity for Palestinians), and the absence of serious peace talks has
made the issue increasingly problematic.” In recent years, Israel also
has been accelerating the process of retroactively “legalizing” outposts
across the West Bank but only rarely dismantling them—thus further
extending its footprint on the West Bank."® As all this activity goes on,
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Israel is preventing nearly all Palestinian development or construction
for housing, industrial zones, tourism, or infrastructure in the West
Bank and East Jerusalem and demolishing hundreds of Palestinian
structures in both areas."

Netanyahu downplays the importance of settlement building in the
Israeli-Palestinian conflict and often insists that it is unfair to equate
Palestinian terrorism and incitement to “a few more apartments near
the municipality of Ma’ale Adumim or a few neighborhoods in Jerusa-
lem.”? He has said he does not accept “the idea that we must uproot and
ethnically cleanse the Jews who live in Judea and Samaria” and insists
that settlement construction is “not what is preventing an agreement.”*!
He argues that because Arabs fought Israel’s existence for decades
before the first settlements were established after 1967, they are clearly
“not the core of the problem.”?? In September 2016, Netanyahu released
acontroversial video statement not only denying that Israeli settlements
are an obstacle to peace but suggesting that opposing them amounts to
“ethnic cleansing” of Jews.?

Many Israelis also seem to believe that Israel’s current strategic situa-
tion is robust enough that it need not be responsive to the Obama admin-
istration’s—or the world’s—distress over Israel’s settlement activity.
They note support for Israel remains strong in the U.S. Congress, there
is no conventional military threat to Israel, Israel’s relations with the
Arab monarchies and Egypt have never been better, terrorism against
Israel is limited, and the Palestinian movement is divided and ineffec-
tive. Israelis tend to dismiss the long-term costs and consequences of
their settlement policies, and reject any linkage to their ability to deal
with regional challenges that could emerge suddenly—from an Iranian
nuclear breakout to an Islamist takeover in Amman, Riyadh, or Cairo, or
to a third intifada. In contrast to American warnings that the status quo
is unsustainable, many Israelis on both sides of the political spectrum
now believe that the Israeli consensus on the issue is that “the occupation
asitis now can last forever, and it is better than any alternative.”*

In contrast, successive U.S. administrations have long felt that Israeli
settlements undermine both Israeli and U.S. national interests. First,
they are a major and growing obstacle to the territorial compromises
that would be necessary to achieve a two-state solution, which has
been the policy goal of the United States for more than twenty years;
most interested Americans do not believe Israel can remain a secure,
Jewish, and democratic state if it seeks to govern lands where millions
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of disenfranchised Palestinians live. Second, the enduring resonance of
the conflictin the Muslim world and widespread perceptions of injustice
toward Palestinians makes settlement activity a driver of Islamist radi-
calization. Israeli occupation of the West Bank is far from the dominant
factor in radicalization today in the region at large, but because settle-
ment construction undermines a sense of justice and dignity for Pales-
tinians and the possibility of a peaceful end to the conflict, it remains
an issue for radicals to use in their narrative, weakening U.S. efforts to
counter violent extremism. Third, the issue of settlements is easily used
by the boycott, divestment, and sanctions (BDS) movement to paint
Israelin a negative light, which divides Americans and undermines sup-
port for Israel in the United States. As long as the United States is seen
as the primary—or perhaps sole—defender of Israel while Israeli settle-
ment activities violate international law in most of the world’s eyes, U.S.
political capital will dwindle and American credibility will suffer in the
region and abroad.

These divergent perspectives over the Palestinian issue have led to
serious strains in the bilateral relationship. In February 2014, in the
midst of Secretary of State John Kerry’s pursuit of an agreed framework
for Israeli-Palestinian peace, Defense Minister Ya’alon called the U.S.
security plan for the West Bank “not worth the paper it is written on.”
He complained that Kerry was pursuing negotiations out of “misplaced
obsession and messianic fervor” and should just “leave us in peace.””
Apparently appealing to Israelis who shared that view, in the run-up to
the March 2015 Israeli elections, Netanyahu boasted about how his sup-
port for strategically placed settlements would make the formation of
a Palestinian state more difficult and pledged that no Palestinian state
would be established while he was prime minister.?

In response, the Obama administration announced that it was
reassessing its approach, and White House Chief of Staft Denis
McDonough said Netanyahu's remarks “call into question his commit-
ment to a two-state solution.””” Even after the collapse of talks, Kerry
continued to insist that a two-state solution was the only strategically
sensible option and that “unless significant efforts are made to change
the dynamic—and I mean significant—it will only bring more violence,
more heartbreak, and more despair.” In April 2016, Vice President
Joe Biden—Tlike Kerry, a long-standing friend of Israel—said he firmly
believed that “the actions that Israel’s government has taken over the
past several years—the steady and systematic expansion of settlements,
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the legalization of outposts, land seizures” were “moving us and more
importantly they’re moving Israel in the wrong direction.” He added
that it was the U.S. obligation to “push . . . as hard as we can” toward
a two-state solution despite “our sometimes overwhelming frustration
with the Israeli government.”? In late 2016, with little to show for eight
years of efforts to advance Middle East peace, the Obama administra-
tion was reported to be considering putting forward parameters—or
even a potential UN Security Council resolution—for a future peace
agreement.*” Netanyahu has made clear how strongly he would oppose
such efforts.!

Again, this is hardly the first time the United States and Israel have
disagreed about the Palestinians, settlements, or the right approach to
peace. But as 2016 comes to an end, hopes for a solution, or even for a
common U.S.-Israeli approach, seem lower than ever. A look at domes-
tic trends within each country suggests that, without real effort on both
sides, the gaps are only going to get worse.



Societies Growing Apart

Looking broadly at public attitudes in Israel and the United States,
along with the repeated pledges of political leaders in both countries
of devotion to the relationship, there would seem to be little cause for
concern aboutits future. Overall U.S. support for Israel remains strong,
and majorities in both countries continue to view the other country
favorably. In 2015, for example, even in the midst of the dispute over
Iran, 81 percent of Israelis said they had a positive view of the United
States, and 79 percent of Americans viewed Israel as either an ally or a
country friendly to the United States.*> Some 62 percent of Americans,
moreover, said their sympathies were more with the Israelis than with
the Palestinians (23 percent), and 45 percent of Americans saw Israel as
such an important ally that the United States should support it “even if
our interests diverge.”** Both major party candidates for the U.S. presi-
dency repeatedly stressed their unshakeable support for Israel, a posi-
tion that a large majority in Congress shares.

That said, within the overall picture of continued mutual support,
some trends are troubling. On the Israeli side, they involve a population
that is becoming more religious, nationalistic, and conservative, exac-
erbating differences with Washington on issues ranging from the state
of liberalism and democracy in Israel to policy toward the Palestinians
and Iran. Meanwhile, in the United States, the issues include a youth
population less sympathetic to Israel than their older counterparts,
demographic trends likely to give more political power to groups less
traditionally supportive of Israel, an increasingly divided U.S. Jewish
community, and—perhaps most troublingly—a growing and unprec-
edented partisan gap over Israel. None of these trends will necessarily
lead to divorce between the United States and Israel, but to ignore their
existence would be irresponsible.

Israel has unquestionably become more conservative, national-
istic, and illiberal in recent years, in part because of the makeup of its
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population. One important factor driving this trend is the rapid growth
of Israel’s ultra-Orthodox population. Haredi or ultra-Orthodox Jews
already account for some 11 percent of the Israeli population; given their
much higher birthrate than the rest of the population, that percentage is
expected to rise to around 18 percent by 2030. This more conservative
and religious Israel not only distances it from the liberal and democratic
values of the United States but also further undermines the prospects
for a two-state solution. According to a 2016 Pew survey, 99 percent
of Orthodox settlers believe that “God gave Judea and Samaria to the
Jewish people” and 65 percent believe that “Arabs should be expelled or
transferred” from the West Bank.**

The growth—and growing political influence—of the Israeli set-
tler population is another important factor. Influential even when their
numbers were smaller, Israelis living on the West Bank and in East Jeru-
salem (nearly six hundred thousand today) inevitably aftect the compo-
sition of Israeli governments and the policies they pursue. Given that
the population growth rate in settlements is more than two and a half
times that of the Jewish-Israeli national average, the settler population is
now growing autonomously faster thanimmigration: in 2013, 75 percent
of settlement population growth was from Jews who were born there,
and only 25 percent was from relocation and immigration.** Because the
settler population is generally more conservative and religious than the
rest of the Israeli population and by definition committed to an aspect
of Israeli policy that U.S. administrations have defined as an obstacle to
peace, its continued growth—even aside from the issue of new settle-
ment construction—will only add to growing bilateral differences with
the United States.

These demographic changes, along with the growing security con-
cerns of the wider Israeli population, have led to the formation of the
most right-wing coalition in Israel’s history. In the 2015 elections, right-
wing parties, including the ultra-Orthodox, took 67 of the Knesset’s 120
seats, with the Left down to 53 seats. Netanyahu formed a government
with a one-seat majority, including the ultra-Orthodox parties. In May
2016, that government moved even further to the right with the inclusion
of former Foreign Minister Avigdor Lieberman’s right-wing, national-
ist Yisrael Beiteinu party. The move expanded Netanyahu’s narrow
majority, but the price was to give the Defense Ministry to Lieber-
man, an immigrant from Russia who lives on a settlement in the West
Bank and has a history of ultranationalist positions and controversial
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statements about Palestinians. When asked at a December 2015 confer-
ence in Washington for his reaction to concerns that criticism of Israel
was rising not just among its opponents but also among traditional sup-
porters and American Jews, Lieberman responded, “To speak frankly,
I don’t care.”

The new government’s orientation includes not only skepticism
about a two-state solution and vigorous support for settlement expan-
sion, but also potentially illiberal measures within Israel. Recent reflec-
tions of this include draft legislation to define Israel as “the nation-state
of the Jewish people” in ways that could discriminate against Arab and
other non-Jewish citizens of Israel; another bill that would single out
Israeli nongovernmental organizations that receive significant foreign
government financing, which critics claimed would mostly ostracize
groups that monitor Israeli human rights practices; provisions to ban
or deport supporters of BDS from Israel; a new law that would allow a
three-fourths majority in the Knesset to expel another member from
the Knesset; and the use of punitive home demolitions of relatives of
Palestinian (but not Jewish) terrorists—practices that have been criti-
cized by the United States and others around the world. All these mea-
sures are consistent with survey data that shows the Israeli population’s
growing prioritization of Israel’s Jewish identity over its democratic
identity—a tendency particularly pronounced among Israeli youth.*

Even after a new administration takes office in Washington, it seems
fair to conclude that on a range of both domestic and foreign policy
issues, major policy diftferences with the United States will remain.

This is all the more true because the United States is also changing in
ways that could make cooperation more difficult. The first trend worth
considering is that younger Americans—those born after 198o—are
markedly less supportive of Israel than previous generations. These
Americans came to political age not when Israel was the plucky little
democracy standing up to hostile Arabs who refused to compromise, but
instead more recently, when Israel has been the stronger regional power.
In part as aresult, they have distinctly different views of Israel than older
segments of population. As scholars Dana Allin and Steven Simon argue
in a recent book surveying American attitudes toward Israel since its
foundation, “The commitment of a postwar generation to the ideals of
Zionism is fading as that generation moves toward old age.”*

Some recent surveys substantiate that narrative: although Americans
of all age groups sympathize more with Israelis than with Palestinians,
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the gap is by far the smallest (16 points) among those under age thirty-six.
It is 47 points for those between fifty-two and seventy and 50 points for
those older than seventy. This trend cannot be attributed to a perspective
expected to change as this younger group ages, given that in the past a
similar age gap did not exist—indeed, ten years ago the younger cohort
actually showed more relative sympathy to Israelis than older Americans
did.* Among young Democrats the contrast is even more striking: half
of Democrats under thirty (in contrast to all other demographic groups)
support punishing Israel with sanctions over settlements, and among
those who believe the United States should “lean toward” one side or
the other in the conflict, a slight majority of Democrats under thirty say
the tilt should be toward the Palestinians.* As Dennis Ross points out,
during the 2014 Gaza War, among eighteen- to twenty-nine-year-olds,
the U.S. split was nearly even on who was to blame between Israel and
Hamas, and even Jewish Americans in that age cohort “are much more
prone to question Israeli policies toward the Palestinians.”*' A 2013 Pew
survey also showed that a quarter of American Jews between eighteen
and twenty-nine said that the United States supports Israel too much,
versus only 5 percent of American Jews over fifty.*

These trends are reflected in movements at numerous college cam-
puses, where support among students for BDS is growing.** They may
also explain why Vermont Senator Bernie Sanders, whose predominant
supportisamong youth, put an unusual emphasis on justice for Palestin-
ians in his presidential campaign. In a primary debate in Brooklyn five
days before the New York primary, Sanders broke with political conven-
tion to complain about his opponent’s lack of focus on the Palestinians,
arguing that “there will never be peace in that region unless the United
States plays an even-handed role.”** Sanders later went on to appoint
two long-standing critics of Israel—James Zogby and Cornel West—
to the committee assigned to write the Democratic Party’s platform,
where they pushed strongly for a recognition of the Israeli “occupation”
of the West Bank. Sanders’s statement to the committee stressed that
“lasting peace in the region will not occur without fair and respectful
treatment of the Palestinian people.”* As this group of Americans ages
and moves into positions of power, it will have an effect on the political
basis of Israel’s support in the United States.

Beyond age groups, the changing ethnic makeup of the American
population is also politically relevant in ways unlikely to be favorable
to support for Israel. U.S. approval of Israel has, of course, always been
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widespread across multiple ethnic and religious groups. But it is stron-
ger among some groups (Jewish Americans and Evangelicals) than
others (including Hispanic, Asian, and African Americans). For exam-
ple, Hispanic Americans want the United States to remain neutral in
the Israeli-Palestinian conflict (as opposed to tilting toward Israel) in
significantly higher proportions than the rest of the population. Among
those who would like the United States to take a side, fewer want to tilt
toward Israel; 44 percent support sanctions on Israel over settlements.*
African Americans also favor neutrality in the conflict, 80 percent
saying that the United States should lean toward neither side; among
various ethnicities, African Americans have the highest proportion (78
percent) of those who favor Israel’s democracy—including rights for
Palestinians—over its Jewish identity.*” Although the intensity of these
feelings is doubtless less powerful than among ethnic groups that prior-
itize the issue, the size and political strength of these groups is growing
considerably. Whereas Hispanic, Asian, and African Americans made
up 21 percent of the electorate in 2000, in 2016 that proportion is esti-
mated to be 28 percent—a 7 point rise in just sixteen years.* Looking
at the population as a whole (not just those of voting age), those groups
made up around 20 percent of the population in 1980, a proportion pro-
jected to increase to 38 percent by 2020 and to 41 percent by 2030.*
Even within the American Jewish community—once strongly united
behind support for the Jewish state—attitudes are changing. To be sure,
the vast majorities of American Jews still feel a special bond with Israel,
and the largest pro-Israel lobbying groups, such as the American Israel
Public Affairs Committee (AIPAC), show unstinting support for the
policies of the current Israeli government and wield considerable influ-
ence in Congress. But the American Jewish community is increasingly
divided, and support for Israel no longer translates automatically into
support for Israeli government policy. The growth of alternative pro-
Israel groups such as | Street and Americans for Peace Now, though
they are still much smaller than AIPAC, reflects an increasing diver-
sity of opinion, and these groups are having a growing impact on the
debate. According to scholar Dov Waxman, whose new book Trouble in
the Tribe examines the evolution of American Jewish attitudes toward
Israel, “A growing number of American Jews, even a majority, are dis-
satisfied with Israel’s treatment of the Palestinians and deeply worried
about Israel’s ability to remain a Jewish and democratic state if it con-
tinues to effectively rule over Palestinians in the West Bank and East
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Jerusalem.” Waxman notes that these American Jews worry about “the
frightening prospect of Israel becoming increasingly illiberal, and,
increasingly isolated in the international community” and warns that
“as this happens, many liberal American Jews, especially younger ones,
will turn away from Israel in despair, or even disgust.”*

A final, relevant trend is the growing partisan gap on the Israel issue
within the United States. For example, in 2015, 76 percent of Repub-
licans said a candidate’s position on Israel was “deeply important” to
them, compared to 49 percent of Democrats. And nearly half of Demo-
crats, but only 25 percent of Republicans, thought Israel had too much
influence on U.S. policy.”! In contrast to twenty years ago, when Demo-
crats showed a greater tendency than Republicans to sympathize more
with Israelis than Palestinians, today 79 percent of Republicans sympa-
thize more with Israelis, compared with 56 percent of independents and
53 percent of Democrats.>

Not surprisingly, these trends are reflected in Republican and Dem-
ocratic attitudes toward important policy issues. Although nearly half
of Republicans think the United States should vote against a UN Secu-
rity Council resolution endorsing a Palestinian state (or even use its
veto to prevent such an endorsement), only 15 percent of Democrats
would favor doing so.”* And whereas 49 percent of Democrats think
the United States should respond to continued settlement construction
with sanctions, only 26 percent of Republicans support that approach.*

The 2016 Republican and Democratic Party platforms reflected
this divergence. Whereas in previous election years the two parties’
positions on Israel were virtually identical, this year’s Republican plat-
form dropped any reference to support for a two-state solution and
took hard-line positions that asserted unconstrained Israeli rights not
only in recognized Israel but also throughout the West Bank and in
all of Jerusalem. It asserted that “support for Israel is an expression of
Americanism, and it is the responsibility of our government to advance
policies that reflect Americans’ strong desire for a relationship with no
daylight between America and Israel.”> The Democratic platform also
expressed strong support for Israel, of course, but included traditional
support for peace negotiations directly between the parties and recog-
nition that “Palestinians should be free to govern themselves in their
own viable state, in peace and dignity.” Notably, a proposal that the plat-
form include a call for the “end of occupation and illegal settlements”
was only narrowly defeated, ninety-five to seventy-three.*
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Support for the Iran nuclear deal also predictably broke down along
almost exclusively partisan lines. More than 9o percent of congressio-
nal Democrats supported the deal, and 100 percent of congressional
Republicans shared Israel’s opposition to it. Among public opinion, the
breakdown was the same: conservative Republicans opposed the deal
82 to 7 percent and moderate/liberal Republicans 58 to 29 percent; con-
servative/moderate Democrats supported it 48 to 33 percent and liberal
Democrats 74 to 14 percent.”’ None of the 2016 Republican candidates
for president supported the nuclear deal (with several saying they would
“tear it up” on the first day of their presidency), whereas all the Demo-
crats said they would maintain it.



A Practical Agenda for Bridging the Gaps

Middle Easterners, including Israelis, like to remind their American
friends that they measure history in decades, centuries, and millen-
nia—not in months and years. Israelis certainly made that point often
during debates about the Iran nuclear deal, whose decade-long restric-
tions on Iran’s enrichment capability Netanyahu called “the blink of an
eye in the life of a nation,” and Israel’s enemies often make it about Isra-
el’svery existence.*® But the same point, in fact, could be made about the
U.S.-Israel alliance itself, which has only really been around for about
fifty years—still a blink of an eye in Middle East terms. Complacently
assuming its permanence simply because it has always survived crises
before would be shortsighted and damaging to both sides.

Leaders in Jerusalem and Washington can do little to prevent some
of the long-term structural trends discussed here. They can, though,
do much to rebuild confidence and trust, avoid unnecessary disputes,
demonstrate mutual commitment, pursue common national interests
together, and listen to the other side more carefully and more sympatheti-
cally—all of which will help mitigate those trends. The choices they make
will reflect not just how each side sees its national interests—which may
in some cases legitimately differ—but also how much they value the bilat-
eral relationship and how willing they are to invest in it. No magic formula
exists for improving a relationship that will inevitably have its strains (as
italways has), but leaders in Washington and Jerusalem could implement
six policy prescriptions after January 2017 to put the relationship on a
better track. Failure to do so is likely to prove costly over time.

REFRAME THE RELATIONSHIP

Eight years of bitter disputes over Iran, Palestinians, settlements, the
region, and democracy in Israel—aggravated by poor personal relations

22
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between the leaders—have taken their toll on the bilateral relation-
ship. To try to put some of this baggage aside, President-Elect Donald
Trump should invite the Israeli prime minister to Camp David within
a few months of the inauguration for extended talks to frankly and pri-
vately discuss agreements and differences and look for opportunities
to work together. With the Middle East in turmoil, and Israeli and U.S.
perspectives on critical challenges diverging, such a sustained exchange
would be an important opportunity for the two leaders to lay out their
perspectives, listen carefully, and frankly address the differences they
have. Based on advance coordination that could be undertaken from
the start of the transition period in Washington, they could seek agree-
ment on a positive agenda that could include the proposals that follow.
The goal would be to develop a new, shared vision for the region that
would include not only renewed U.S. commitments to Israel’s security,
an enhanced commitment to jointly meet the challenges posed by Iran,
and U.S. support for Israel’s diplomatic alignment with its Arab neigh-
bors, but also an Israeli commitment to address U.S. concerns about the
lack of progress on peace with the Palestinians and the corrosiveness of
Israel’s settlement practices on the West Bank.

More specifically, the new administration should stress that the
United States is in the Middle East to stay. This means that it will use its
formidable power and influence there in all dimensions; more directly
confront and defeat Iran’s hegemonic designs in the region (Syria, Leb-
anon, Yemen, the Gulf states); increase resources to defeat the Islamic
State in Iraq, Syria, and Libya; work trilaterally with Israel and Egypt
on regional security; reassure the Arab monarchies and Egypt that
their internal stability is of paramount importance to the United States;
increase U.S. economic and security assistance to Jordan; and weaken
burgeoning Russian influence across the area.

To these ends, the two leaders should announce in that first meet-
ing the institutionalization of a regular strategic channel between the
two countries’ national security teams to address changing trends in the
Middle East and what the United States and Israel can do together to
deal with them. Such a channel—known as the U.S .-Israel Consultative
Group—functioned effectively at times during the Obama administra-
tion, particularly from 2010 to 2013 under national security advisors
Thomas Donilon in the United States and Yaakov Amidror in Israel, but
it has lost momentum and no meetings have been held for almost two
years. As retired Israeli General Michael Herzog has suggested, such a
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channel should include a specific working group on Iran.” As previous
U.S -Israel crises have demonstrated, dialogue itself cannot overcome
differences when perceptions of national interests genuinely diverge,
but early, honest, and transparent communication can help prevent
unnecessary resentment and identify ways to manage differences.

EXTEND AND EXPAND
DEFENSE COOPERATION

Even in the context of a diminishing threat from conventional regional
armies, it remains critical that Israel maintain its qualitative military
edge over any combination of potential adversaries. It was therefore
encouraging that in September 2016—despite their differences on
other issues—Obama and Netanyahu agreed on a new, long-term
defense assistance agreement to replace the 2007 Memorandum of
Understanding that expires in 2018. According to the new MOU, the
United States will provide Israel with $3.3 billion per year in annual for-
eign military financing for the next ten years, plus an additional $500
million per year that will be devoted to missile defense. The agreement
will phase out a special provision that allowed Israel to spend part of the
money on its own domestic defense industry, but it will continue to give
Israel the flexibility to borrow against future funding (not available to
other U.S. defense aid recipients) and to deposit annual assistance in
Israel at the start of each fiscal year and keep the interest. It also includes
funding for missile defense in the MOU itself (rather than looking to
Congress to add it in on an annual basis) and allows for increased assis-
tance in case of an emergency if both governments agree.*

Trump and the Israeli prime minister should make clear in their
first meeting their commitment to the terms of this MOU. Doing so
would demonstrate resolute, long-term U.S. support for Israel’s secu-
rity, sending a critical signal to the citizens of both countries about how
committed the leaders are to Israel’s security and the U.S.-Israel part-
nership. Even more important, it would send a signal to Israel’s adver-
saries that whatever differences between Washington and Jerusalem,
and even when there is a change of administration in Washington, the
U.S. commitment to Israel’s security is enduring and absolute.

The inclusion of guaranteed missile defense funding in the MOU is
an important step because of the growing threat Israel faces from the
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missiles, rockets, and mortars held by Hezbollah and Hamas that can
target Israeli cities including Jerusalem and Tel Aviv.®! A second prior-
ity for new funding should be joint research on anti-tunneling technol-
ogy. Addressing Israel’s critical vulnerability in this area by assisting
in the development of an “underground Iron Dome” would yield ben-
eficial technologies for both countries and help Israel avoid the sort
of attacks and kidnappings of civilians or soldiers that are not only
tragic but can be used for blackmail. Within the context of the MOU,
the United States should provide the $40 million per year requested
in the December 2015 omnibus spending bill for anti-tunnel technol-
ogy development and commit to funding research on and deployment
of this technology for as long as necessary. Finally, the United States
and Israel should increase cooperation on cybersecurity through a
combination of military-military, public-private, and private sector
collaborations. Such cooperation yields tangible benefits to both coun-
tries and serves as a force multiplier for U.S. cyber efforts. The U.S. and
Israeli governments should support congressional proposals to estab-
lish a joint U.S.-Israel Cybersecurity Center of Excellence based in the
United States and Israel “to leverage the experience, knowledge, and
expertise of institutions of higher education, the private sector, and gov-
ernment entities in cyber security and protection of critical infrastruc-
ture.”? Israel, despite its small size, now receives more than 20 percent
of all global private sector investment in cyber capabilities, making it an
important partner for the United States in this increasingly vital field.*

Renewed commitment to preserving Israel’s ability to protect itself
from conventional attacks and to expanding cooperation against non-
traditional threats would help demonstrate—to the Israeli public and
to all of Israel’s adversaries—that whatever the policy differences, U.S.
support for the defense of Israel is unwavering.

FOCUS ON MAKING
THE IRAN NUCLEAR DEAL WORK

Another priority for the two countries should be to put aside the debate
over the merits of the Iran nuclear agreement and instead focus on
making it work if Iran meets the necessary requirements. Whatever
anyone thought of that agreement—and President-Elect Trump has of
course been harshly critical of it—the deal has now been agreed to by the
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P5+1 (the five members of the UN Security Council and Germany), for-
mally endorsed by the Security Council, and backed by nearly all major
U.S. international partners, whose support for sanctions was essential
to bringing Iran to the negotiating table. Although many Americans and
Israelis might wish to see a “better deal,” the reality is that walking away
from the agreement in 2017 would isolate the United States and Israel,
allow Iran a convenient excuse to resume its enrichment and pluto-
nium production programs, and make it impossible to restore effective
international sanctions. Because it is virtually inconceivable that under
these circumstances Iran would make significant new concessions, the
United States and Israel would likely be left with the unpalatable choice
of acquiescing to a nuclear-armed Iran or using military force to set the
program back for a considerably shorter time than the agreement does.
In view of that reality, Americans and Israelis should make it a priority
to agree on a common approach focused on how best to use the time the
deal buys, always assuming that Tehran will test Washington’s resolve
to rigorously enforce the agreement. Israelis as security conscious as
former Defense Minister Ya’alon, Chief of the General Staff Gadi
Eizenkot, and former Mossad head Efraim Halevy have already started
doing just that. Ya’alon is right to say that the nuclear deal is a “given”
and to call on Israelis to “look to the future.”**

The United States could do several things to help ensure Israeli
buy-in if Israel is willing to try to make the agreement work. First, the
United States needs to maintain the ability to deal with Iran’s nuclear
program militarily and make clear its willingness to do so if the situ-
ation so demands. This means not only reiterating the principle that
the United States will not allow Iran to acquire a nuclear weapon, but
also maintaining the military capability to fulfill that pledge. Continued
upgrading of the Massive Ordnance Penetrator, the largest “bunker-
busting” weapon in the U.S. arsenal, and the maintenance in the region
of advanced delivery systems will be a message to Iran that though the
United States wants a peaceful solution to the nuclear issue it maintains
amilitary option if needed.®

Second, the United States should make clear its willingness to reim-
pose sanctions in the case of Iranian violations of the deal. One of the
main merits of the agreement is that it maintains the U.S. ability not
only to reimpose national sanctions on Iran but also to renew UN Secu-
rity Council sanctions that Russia or China cannot veto. The process
for reimposing such sanctions—necessary if economic pressure is to
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be effective—is cumbersome and requires several stages of review (by a
joint commission, P5+1 foreign ministers, and an advisory board before
going back to the Security Council). If the United States believes that
Iran is not abiding by the agreement, however, it has the ability to put
UN sanctions back in place.® Israel would do well to extract pledges
from the United States to use this mechanism if necessary, rather than
simply continue to object to its provisions.

To help quell legitimate Israeli fears of creeping Iranian noncom-
pliance, the U.S.-Israel working group on Iran could usefully discuss
what specific penalties might be imposed for specific types of viola-
tions. These steps could include delaying approvals for dual-use items
(those that can be used for nonnuclear or nuclear purposes) to Iran in
the “procurement channel” established by the deal, reimposing partial
sanctions on Iran for partial noncompliance, or simply using the threat
of renewed financial or oil sanctions, which would have an enormous
deterrent effect on potential investment in Iran. The working group—
which should include each country’s respective intelligence agen-
cies—would also be a good place for information-sharing about Iran’s
compliance with the agreement, including issues on which the reports of
the International Atomic Energy Agency are lacking in specifics. These
would include the size of Iran’s stockpile of lightly enriched uranium,
the number and type of centrifuges operating at the nuclear facility in
Natanz, its heavy water supply, centrifuge research and development,
and possible weaponization activities.®” The working group would also
be a good place to start planning for how best to prevent Iran’s devel-
opment of a nuclear weapons capability after some of the restrictions
on Iran’s nuclear stockpile and enrichment capability expire in 2025 or
2030—including the monitoring mechanisms that must be put in place,
the maintenance of regional deterrence, and measures to prevent weap-
onization of any nuclear materials.

Finally, the United States could help alleviate Israeli concerns about
the deal by strengthening its verification mechanisms. This would
begin by ensuring that the International Atomic Energy Agency—
which often faces serious staffing and budgetary shortfalls—is ade-
quately resourced, which means not just Washington paying its dues
and stepping in to fill gaps but also launching a major diplomatic effort
to enhance the agency’s size and budget. It also means clarifying who
has responsibility for verification of all the Iran deals’ provisions, some
of which are ambiguous. Specifying whose responsibility it is to verify
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Iran’s compliance on sensitive issues such as weaponization (the deal
prohibits Iran from “activities which could contribute to the design and
development of a nuclear explosive device”) could help quell Israeli con-
cerns about the nuclear deal—but is only possible if the two countries
are united on the objective of making it work.

All of these steps, moreover, would help reassure other countries in
the region that they do not themselves need to pursue nuclear weapons
programs, another important Israeli national interest.

CONTAIN IRAN’S REGIONAL DESIGNS

A coordinated U.S.-Israel approach should also include a comprehen-
sive common agenda for addressing Iran’s hegemonic designs in the
region. As worried as it was over the fear that the nuclear agreement
would not prevent Iran from acquiring a nuclear weaponin the long run,
Israel was just as concerned that by lifting sanctions and unfreezing Ira-
nian assets the deal would facilitate Iranian meddling in the region or
even signal a possible strategic rapprochement with the United States.
To reduce those concerns, the United States should admit that, at least
in the short term, a more aggressive Iran is likely an unavoidable conse-
quence of the nuclear deal and therefore should do more to demonstrate
to Israel and the rest of the region that it will act vigorously to counter
Iran’s regional designs.

Even with the nuclear deal now in place, of course, the United States
does not have diplomatic relations with Iran, does not allow its citi-
zens and firms to invest in or—for the most part—trade with Iran, and
continues to apply a long list of nonnuclear sanctions to Iran, while it
bases troops in and sells billions of dollars of advanced weapons to U.S.
regional partners. But it can still do more to demonstrate that it will
stand by its friends in the area and not refrain from taking tough mea-
sures against Iran when they are required.

Agreement on the defense MOU, including the commitment to
funding for missile defense, was a useful first step. Second, Trump
should hold an early summit with leaders of the Gulf Cooperation
Council, who are nearly all as concerned about Iranian meddling in
the region as Israel is. Their agenda could focus not only on enhancing
Gulf defensive capabilities (including missile defenses) against Iran but
also on stepping up intelligence sharing and other actions to interdict
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Iranian support for its proxies in Lebanon and Yemen. For now, Israeli
participation in such a meeting would be a bridge too far, but a strong
signal of U.S. cooperation with its Gulf partners would be reassuring to
Israel as well.

Third, while fully upholding its commitments in the nuclear deal,
the United States should not hesitate to penalize Iran for destabilizing
actions that fall outside of that accord, including imposing sanctions
for Iranian ballistic missile tests, terrorism, or human rights violations.
Even the appearance that the United States is so concerned about the
fate of the nuclear deal that it forgoes such measures, or takes active
steps to promote rather than deter investment in Iran, only encourages
Iran to leverage threats to walk away from the agreement and increases
insecurity in Israel and among the United States’ Arab partners in the
region. Finally, the United States should continue to support Israel’s
right to act in its own national interest in Syria, even when that means
taking military action to prevent Hezbollah from acquiring capabilities
that threaten it. The United States and Israel should be open to a better
relationship with a fundamentally changed Iran in the long run, unlikely
as that now seems, but they need to demonstrate a joint determination
to curb Iran’s regional ambitions.*

IMPLEMENT STEPS TO IMPROVE
PALESTINIAN DAILY LIFE AND PRESERVE
PROSPECTS FOR NEGOTIATED PEACE

The greatest immediate challenge for the United States and Israel is
the Palestinian issue, which should be a major topic for the early U.S.-
Israel summit. For decades, nothing has created more tension between
Jerusalem and Washington than differences over how to pursue peace,
and successive U.S. presidents have acquiesced to a settlement policy
by Israel that has systematically weakened prospects for comprehen-
sive peace. No issue threatens to undermine U.S.-Israel relations—or
American attitudes toward Israel—more than this one.

As noted above, many Israelis (including in the current government)
argue that the centrality and urgency of the Palestinian issue is over-
stated, and that Israel can remain secure and prosperous without prog-
ress on it for a long time to come. Some Americans agree, pointing out
that Israel has managed to thrive in recent years despite the expansion of
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settlements and the absence of a peace process; Israel is expanding rela-
tions with Arab regimes, and the Palestinian issue has moved far down
on the regional diplomatic agenda (to the point that it was hardly raised
atall at the 2016 UN General Assembly).* But while it remains true that
Palestinian violence against Israel is currently largely contained, and that
Arab regimes will always prioritize their own security and survival over
the Palestinian issue, itis anillusion to imagine that Israel can continue to
thrive, to expand regional ties, to avoid renewed violence, and to remain
a stable, tolerant, Jewish democracy, if current trends on the West Bank
and in Gaza continue and thus end any prospect for a two-state solution.
The burgeoning strategic alignment between Israel and Arab states is
real and helpful, but the Arab world will never accept permanent Israeli
occupation of the West Bank, and no one should expect Arab govern-
ments to publicly support positions the Palestinians oppose or somehow
force them to the negotiating table. Continued Israeli settlement activ-
ity and restrictions on Palestinian development and freedom of move-
ment remain major impediments to peace, and in the absence of a peace
agreement the continuation of current demographic trends in the West
Bank and East Jerusalem will lead to unsolvable security and political
problems for Israel, relentless criticism and international isolation, and
tensionsin the U.S .-Israel relationship. The United States and Israel thus
share an interest in finding a common way forward.

Unfortunately the conditions will probably not be ripe to start negoti-
ations on a two-state solution—the approach of U.S. administrations of
both parties for nearly twenty years—at the start of Trump’s term. Even
setting aside legitimate questions about the current Israeli government’s
commitment to the creation of a viable Palestinian state, comprehensive
peace negotiations with the Palestinian Authority (PA) will not likely be
fruitful until the PA resolves questions about its future—current Presi-
dent Mahmoud Abbas is eighty-two years old and in the twelfth year of
what was supposed to be a five-year term. Trust between Netanyahu and
Abbas is nonexistent, and even in the highly unlikely event that Abbas
were to overcome his historical reluctance to make the painful politi-
cal compromises any deal would entail, it is far from clear that he would
have the legitimacy to sell it to a skeptical Palestinian population.”® But
that does not mean that nothing can be done.

Starting at the early summit, Trump should urge Israel to take unilat-
eral steps that would improve Palestinian lives, preserve the prospects
and improve conditions for a two-state solution, and signal a genuine
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willingness to negotiate seriously on a more comprehensive agreement
when those conditions permit. The list of realistic and necessary mea-
sures Israel should take is long, and would include:

= a unilateral Israeli decision to limit settlement construction to the
built-up areas in the three main housing blocs it could reasonably
hope to keep in land swaps negotiated with the Palestinians;

= removal of all outposts illegal under Israeli law and an end to the ret-
roactive authorization or “legalization” of those outposts;

= budgetary allocations to provide incentives for settlers to return
to Israel and an end to financial incentives for Israelis to move to
settlements;

= transfer of further territory from Area C (West Bank territory under
full Israeli security and administrative control) to Area B (territory
under Palestinian administrative control and joint Israeli-Palestinian
security control) and an expansion of Palestinian building rights in
Area C;

» transfer of more territory from Area B to Area A (West Bank terri-
tory under full Palestinian security and administrative control);

» economic development initiatives and greater freedom of movement
for Palestinians on the West Bank and between the West Bank and
Gaza;

* minimizing incursions by Israeli security forces into Area A;
» construction of a seaport, appropriately monitored, for Gaza;

» improvement of procedures at the Allenby Bridge between the West
Bank and Jordan to avoid wasteful and sometimes humiliating delays
for the population;

= a commitment not to withhold Palestinian customs revenues col-
lected on behalf of the PA by Israel; and

» a welcoming by Israel of the 2002 Arab Peace Initiative as a starting
point for negotiations on comprehensive peace.

The objective of such an agenda would be to send a clear signal—to
the United States, other states (including the Arab states, whose sup-
port will be critical), and, most important, the Palestinians—that Israel
wants to improve daily life and dignity for Palestinians and thatitis seri-
ous about coexistence with a future Palestinian state.
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No one should underestimate how difficult some of these steps
would be for Israel. Most have, of course, been on the agenda before,
only to remain unimplemented because of the legitimate security risks
and the political obstacles in their way. Palestinians, moreover, often
make it difficult—Dboth politically and for security reasons—for Israel
to adopt them, through acts of terrorism and incitements to violence,
and by often failing to demonstrate their commitment to peaceful
coexistence with a Jewish state. Time is running out on efforts to reach
peace between Israelis and Palestinians, however, and the failure to do
so—especially if it results in part from Israel’s refusal to take such mea-
sures—will only fuel international pressure on Israel and exacerbate the
growing U.S .-Israel divisions.

If Israel agrees to take these steps, Trump should stress to the Israeli
prime minister at their early summit that the United States will continue
to do everything possible to protect Israel against efforts to isolate it
internationally. But he should also make clear that the U.S. ability and
willingness to do so will necessarily be significantly reduced—and its
approach to settlements and the peace process will necessarily have to be
reconsidered—if Israel chooses not to pursue the initiatives on this list.
The new approach for the United States could include putting forward
its own proposals for addressing the Israeli-Palestinian dispute (unilater-
ally, at the United Nations, or in other international groupings), support-
ing UN Security Council anti-settlement resolutions that are consistent
with longstanding U.S. policy, and not systematically opposing or lobby-
ing against Palestinian membership in UN or other international bodies.

REBALANCE THE PARTNERSHIP
BY EXPANDING ECONOMIC COOPERATION

The core of the U.S.-Israel bilateral relationship is and will likely remain
strategic cooperation, given the instability in the region and ongoing
security or even existential threats to Israel. But there is also scope for
a significant expansion of the economic relationship, which could not
only deliver material benefits to both countries but also help compen-
sate for some of the strategic and societal differences discussed in this
report. At present, bilateral relations at the highest political level are
almost exclusively focused on security issues—and usually the most
contentious ones, such as the Palestinians and Iran. A joint project to
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enhance trade and investment ties could provide balance, highlighting
for the public in both countries an aspect of the partnership that clearly
benefits both sides.

Already, bilateral U.S.-Israel trade in goods and services has risen
from less than $7 billion when the U.S.-Israel Free Trade Agreement
was concluded in 1984 to more than $50 billion in 2016.7! Israel is now
home to more than 2,500 U.S. firms employing some 72,000 Israelis,
and tens of thousands of Israelis work in the United States, often in
high-skills sectors.” Israel is the source of nearly $9 billion in foreign
direct investment (FDI) in the United States, accounting for nearly half
the FDI from the entire Middle East and almost as much as China.”
In addition, the commercial relationship is increasingly concentrated in
high-tech and high-value-added areas such as chemicals, pharmaceuti-
cals, biotech, electronics, and transportation.

To expand economic ties further, the two countries’ leaders could
agree to upgrade the U.S.-Israel Joint Economic Development Group,
begun in the 1980s, each side appointing a senior official—reporting
directly to the White House and the Prime Minister’s Office—tasked
with finding and exploiting areas for further cooperation. As proposed
in a 2015 report by the U.S. Chamber of Commerce and the Manufac-
turers Association of Israel, the two sides could seek to negotiate a new
trade, commerce, and innovation framework agreement that would
seek to expand commercial opportunities by finding new potential for
trade, addressing remaining regulatory challenges, agreeing to rules for
emerging areas such as digital trade, expanding entrepreneurship, and
improving the business environment by eliminating impediments in the
areas of taxation, investment, and bureaucracy.”

One particularly promising area is energy cooperation, where Amer-
ican and Israeli firms (Noble Energy and Delek) are already cooperating
to help Israel develop its huge offshore natural gas reserves in the Levia-
than and Tamar fields. In May 2016, the Israeli High Court of Justice
approved a modified deal—held up for more than a year by domestic
political, legal, and regulatory challenges—that will allow development
to proceed. The first gas deliveries from Leviathan are expected to
come online by 2019. Development of these resources not only will
help ensure Israel’s domestic energy supply—and thus security—for
years or decades to come but also could also turn Israel into a net gas
exporter in the region. Given that potential customers include Jordan,
Egypt, the Palestinian Authority, and Turkey, the issue has obvious
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political and geopolitical significance. The normalization of Turkey-
Israel relations, which the United States pursued unsuccessfully for
years following the rupture in 2009 over the Gaza flotilla incident, was
finally concluded in 2016, thanks in large part to Turkey’s desire for
energy cooperation with Israel. The new U.S. administration should
use its influence with all of Israel’s potential partners to promote such
ties, thus not only enhancing Israel’s prosperity and security but also
facilitating its political integration in the region.



Conclusion

The future of the U.S.-Israel relationship is at risk. The two countries
continue to share many interests and deep cultural bonds, but the rela-
tionship is threatened by diverging strategic perspectives on a region
undergoing fundamental change and by long-term demographic, politi-
cal, and social trends that are undermining the pillars on which the rela-
tionship once stood. No one is well served by pretending that these risks
do not exist.

For strategic, historical, and moral reasons, both governments should
do all they can to reframe and revive the U.S.-Israel strategic partner-
ship. The upcoming transition to a new U.S. administration provides an
opportunity to put recent disagreements aside and to show the political
will needed to reverse the negative policy trends described. This report
offers several realistic and necessary steps the leaders on both sides
should take as they contemplate their stewardship of this important rela-
tionship in the years to come. Although some of these steps would entail
painful compromise and political risk, those leaders should understand
that preserving this special relationship is worth the effort.
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