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Beginning in 1979, the United States provided military equipment, training, and

economic assistance to the Salvadoran government to help it defeat an insurgency

aligned with the Soviet Union. The intervention lasted more than a decade, and

was the most expensive U.S. military intervention between the Vietnam and the

Persian Gulf Wars.1

This case is especially important given its role in ongoing U.S. defense policy

debates. The dispiriting outcome and immense cost of U.S.-led interventions in

Iraq and Afghanistan have led policymakers to search for more efficient ways

to deal with threats that emanate from troubled states. An influential school

of thought has formed around the idea that “small footprint” interventions in

places like El Salvador—those that rely on a small number of U.S. personnel to

provide training and advice over long periods of time, coupled with infusions of

U.S. equipment and economic assistance—have been both comparatively cheap

1. Crandall 2016, 1.
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CHAPTER 5 EL SALVADOR

and relatively successful.2 Indeed, at first glance it appears that the United States

achieved a kind of resolution in El Salvador that it has not yet achieved in either

Iraq or Afghanistan, despite investments in money and personnel two orders

of magnitude larger.3 The Salvadoran model is consequently invoked regularly

in policy debates, and is highlighted in both the 2006 and 2014 versions of the

U.S. military’s field manual on counterinsurgency as an example of a low-cost

intervention with a clear, positive outcome.4

A closer look at the conflict reveals a different logic at work, however—one

that more closely follows the principal-agent theory developed in the introduction.

Although U.S. assistancemay have prevented the collapse of the Salvadoran regime

and modestly improved its military and economic institutions, it did not end the

insurgency. Rather, after some initial gains by the Salvadoran government, the

conflict entered a protracted stalemate that lasted until shifting incentives and

exogenous events created the space for a political settlement. In the interim, key

factions within the regime strongly resisted reforms such as professionalizing the

military and modernizing the economy, which would have reduced the political

appeal of the insurgency and made the Salvadoran government a more effective

counterinsurgent.

At stake was the balance of political power within El Salvador. Although the

Salvadoran government wanted to defeat the insurgency, it was deeply opposed

to U.S.-backed reforms that would loosen its grip on power. The United States, for

its part, had limited leverage throughout most of the conflict and used incentives

inconsistently, leaving a gap between U.S. and Salvadoran interests that stalled

2. See, for example, Malkasian andWeston 2012, 114; Hammes 2012, 51; and Reynolds 2014, 64.
For other summaries of this debate, see Biddle, Macdonald, and Baker 2018; Crandall 2016, 2–4.

3. The United States spent about $6 billion (in current dollars) on the El Salvador campaign
(Schwarz 1991, 2). On the cost of the Iraq and Afghanistan conflicts, see Belasco 2014. The
Salvadoran conflict is often coded as either an incumbent victory or an outcome favoring the
incumbent (see, e.g., Boot 2013; and Paul, Clarke, and Grill 2010, 37), but some prominent scholars
think the outcome was less decisive—Lyall and Wilson (2009) code it as a draw and the Correlates
of War project (version 4.0) codes it as a compromise.

4. See Department of the Army 2006, para 6-5; and Department of the Army 2014, para 11-3.
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the effort against the insurgency.5

The El Salvador case underlines how difficult it is for principals to use indirect

control successfully when there is significant preference misalignment and the

agent faces high costs of effort, a combination that generates misaligned interests.

The model presented in the introduction implies that indirect control will be less

effective in these settings and that principals should avoid them in favor of either

direct control or walking away. The United States chose indirect control in El

Salvador anyway and, as themodel predicts, struggled to incentivize the Salvadoran

regime to exert effort.

More generally, this is a case where the model predicts the agent’s behavior

well but the principal often deviates from optimal behavior. The United States

used incentives inconsistently, barely monitored its Salvadoran agent, and chose

indirect control when conditions made it unlikely to succeed. Given the principal’s

suboptimal choices, however, the agent behaved largely as the model prescribes:

it pursued its own interests as far as it could without shutting off the flow of

assistance from the United States, though when the principal attached conditions

to its assistance El Salvador usually responded as expected.

BACKGROUND

In 1979, the military had been in control of El Salvador for almost half a century.

It came to power in a coup in 1931 and entrenched itself while suppressing a

massive popular uprising a few weeks later.6 During its rule, the military served

primarily to protect the interests of a small number of very wealthy families in

5. For complementary accounts of the conflict, see U.S. GAO 1991, 2; Schwarz 1991, v–xiv;
LeoGrande 1998, 583–84; Peceny and Stanley 2010, 68–70; Ucko 2013, 669–70; and especially
Ladwig 2016, 2017. For more on agency slack in international politics, see Hawkins et al. 2006,
8.

6. The uprising was led by a young communist named Augustín Farabundo Martí Rodríguez,
who would become the namesake of the Farabundo Martí National Liberation Front. For overviews
of Salvadoran politics leading up to the civil war, see LeoGrande and Robbins 1980, 1084–93;
Stanley 1996, 41–132; Wood 2003, 20–26; Crandall 2016, 15–75, 90–101.
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exchange for social privileges and an outsized share of the economic rents. This

coalition of “oligarchs and officers” protected their position through a combination

of political exclusion and violent repression, which over time created unrest and

disaffection among the general population.7 This resentment deepened in the

decade preceding the civil war, as economic inequality worsened and the regime

manipulated the results of national elections in 1972 and 1977.8 At the same time,

the rise of liberation theology in local Catholic churches inspiredmany Salvadorans

to organize against the government (some violently, but many not). The regime

responded to the rising unrest by becoming increasingly repressive, using security

forces and paramilitary “death squads” to assassinate those perceived as disloyal.9

Events finally spiraled out of control in 1979 when the military president was

deposed and the country slid rapidly into civil war.10

The principal in this case is the U.S. government, which became concerned

about El Salvador’s stability in the late 1970s during the Carter Administration.

In 1979, a Marxist insurgency in neighboring Nicaragua toppled the U.S.-aligned

dictatorship of Anastasio Somoza Debayle, and the United States wanted to prevent

a similar outcome in El Salvador. The United States feared the Soviet Union

would use Nicaragua and El Salvador to subvert U.S. interests in Central America

and tie down American resources in its own “backyard.” The U.S. government

was therefore focused on defeating the insurgency and dismantling its sources of

influence within Salvadoran society.11

The agent is the government of El Salvador beginning in 1979, when the coun-

try’smilitary presidentwas deposed in a bloodless coup bymidlevelmilitary officers.

The junta that took power sought to reform the regime and prevent the country

7. “Oligarchs and officers” is borrowed from LeoGrande and Robbins 1980. See also Wood 2003,
24–25.

8. Wood 2003, 23–24; Crandall 2016, 23–24, 57.

9. Crandall 2016, 56–57, 95–99, 112–13; LeoGrande 1998, 38–40.

10. Dunkerley 1982, 132–35, 162–63; Stanley 1996, 133–217; Wood 2003, 26–27; Greentree
2008, 78–80.

11. Reagan 1983.
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Figure 5.1: U.S. assistance to El Salvador, 1979–92. Data from U.S. Agency for

International Development, U.S. Overseas Loans and Grants: Obligations and Loan

Authorizations, July 1, 1945–September 30, 2014.

from descending into civil war, but it was stymied by conservative elements within

the military and the wealthy elite.12 The result was a series of nominal leadership

transitions, escalating violence against opposition groups, and, ultimately, civil war.

The Salvadoran government’s primary goal during the conflict was to maintain

its control over Salvadoran society.13

El Salvador received a range of assistance from the United States during the

conflict. Its military received training from both a cadre of U.S. personnel in El Sal-

vador and from U.S.-run schools overseas.14 It also received significant quantities

12. See Stanley 1996, 133–77; Greentree 2008, 78–79. Leftist groups that believed they could
compel more radical reform through violence also created problems for the junta. See Crandall
2016, 126–28.

13. For brief overviews of this period, see LeoGrande 1998, 40–43; Crandall 2016, 122–31. On
Salvadoran interests during the conflict, see Schwarz 1991, 61. This chapter uses “government” and
“regime” interchangeably when referring to El Salvador. Also, because the form of the Salvadoran
government varied between 1979 and 1992 (from a military presidency to a series of juntas to an
interim government to an elected presidency), and because themilitary retained somuch power that
U.S. emissaries sometimes dealt with it directly rather than with the country’s elected leadership,
this chapter defines the agent broadly as “the government of El Salvador.” This is not to deny that
there were important differences between and within the groups that compose the agent, but to
assert that the net behavior of the regime can still be identified and usefully evaluated using agency
theory. See this chapter’s penultimate section for more on this point.

14. Bailey 2004; Crandall 2016, 352–54.
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of military equipment, including, among other things, helicopters, light aircraft,

artillery pieces, armored personnel carriers, small arms, and ammunition.15 The

U.S. Central Intelligence Agency (CIA) provided covert support to help interdict

insurgent supply lines and increase domestic support for the regime in Salvadoran

elections, and the U.S. government sent billions of dollars in economic aid over the

course of the war. All told, El Salvador received more than $6 billion in assistance

from the United States (in current dollars) between 1979 and 1992—an amount

that at times accounted for more than 50 percent of El Salvador’s annual budget.16

Figure 5.1 summarizes USAID Overseas Loans and Grants (“Greenbook”) data

for El Salvador during this period.

This assistance was a combination of noncontingent capacity building and

contingent rewards, with the proportion of each changing over time. The precise

mix is sometimes difficult to disentangle empirically, for reasons discussed in the

introduction, but noncontingent capacity building was almost certainly highest

during the stalemate from 1985 to 1989, while contingent rewards (incentives)

were likely highest in the early 1990s.

The disturbance in this case is defined as the strength of leftist insurgency in

El Salvador.17 The Farabundo Martí National Liberation Front (FMLN), as the

insurgency was known, was a coalition of five preexisting resistance organizations

that came together in late 1980 with the help of Cuban intermediaries. It was the

military component of a larger opposition movement composed of a variety of

popular organizations, and sought to overthrow and replace the ruling regime in El

Salvador.18 Throughout the conflict, the FMLN received weapons, ammunition,

15. Bacevich et al. 1988, 29; Peceny and Stanley 2010, 79; Crandall 2016, 364. See also SIPRI’s
Arms Transfer Database, available at https://www.sipri.org/databases/armstransfers.

16. Bacevich et al. 1988, 5; Crandall 2016, 217, 318, 329, 357.

17. To bemore precise, the disturbancewas the degree of Soviet influence in El Salvador. However,
since the United States acted as if Soviet influence were identical with the size and strength of the
insurgency (except for a brief period near the end of the conflict), the insurgency is the proximate
disturbance and the appropriate focus of this case.

18. Manwaring and Prisk 1988, 79–88; Oñate 2011; Crandall 2016, 65–75.
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CHAPTER 5 EL SALVADOR

and other material support from third parties, especially Cuba and Nicaragua.19

THEORETICAL PREDICTIONS

The cost of proxy effort was generally high in El Salvador. The Salvadoran Armed

Forces (ESAF) began the conflict as an ill-provisioned and poorly trained garrison

force that clearly lacked the capacity to defeat the FMLN. The ESAF became larger

and somewhat more capable over time as a result of U.S. assistance, but it never

became broadly proficient in the kind of counterinsurgency operations necessary

to finally defeat the FMLN. The Salvadoran government thus faced significant

direct costs associated with fully suppressing the disturbance.

The indirect costs were also high (except for a brief period early in the conflict,

an important fact I return to later). To make it easier to defeat the insurgency, the

United States pressed for institutional and economic reforms that would make

the FMLN less appealing politically and make the ESAF more effective on the

battlefield. These included land reform, democratic elections, professionalizing

the military, and a variety of other initiatives.20 These reforms, however, would

fundamentally alter the balance of political power within El Salvador and effectively

destroy the ruling oligarchy that had dominated the country for generations.21 So

although the U.S. and Salvadoran governments both wanted to defeat the FMLN,

they differed sharply on the relative importance of related issues. In particular, the

United States sought the ultimate defeat of the insurgency and the grievances that

helped generate it—at the expense of the regime’s social and economic privileges if

necessary. The Salvadoran regime, by contrast, was willing to live with a simmering

insurgency if defeating it required reforms that would risk deposing the oligarchy.

19. U.S. CIA 1990, 7–11; Moroni Bracamonte and Spencer 1995, 175–86; LeoGrande 1998, 68–69;
Crandall 2016, 167–75.

20. For an overview and critique, see Schwarz 1991, 6–56.

21. Bacevich et al. 1988, 24–27; Schwarz 1991, 59–62. The internal balance of power is a common
concern of weakly institutionalized states; see, for example, North, Wallis, and Weingast 2009,
18–21; Talmadge 2015, 18–23.
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These divergent interests proved largely irreconcilable and, together with the direct

costs the ESAF faced, imply that the Salvadoran regime’s overall cost of effort was

high throughout most of the conflict.

The indirect and political costs were imposed primarily by hard-liners among

the economic elite, the military, and their supporters in the Salvadoran public.

These groups either controlled or heavily influenced large parts of El Salvador’s

security apparatus, legislature, and judiciary, and were willing to use violence

and intimidation to enforce their will. They had the revered archbishop Óscar

Romero assassinated, for example, and successfully co-opted the junta of junior

officers that led the coup of 1979. They of course also worked hard to undermine

moderate members of the government and their supporters for years thereafter.22

These groups retained much of their influence even after the adoption of a more

democratic constitution in 1982 and the election of a comparatively moderate

president in 1984.

U.S. assistance during the war was weighted more toward noncontingent capac-

ity building than contingent rewards.23 Although there were conditions built into

U.S. aid from the beginning—and they played an important role in the trajectory

of the conflict—they were often rescinded when the threat from the FMLN became

too great. The Reagan administration fought hard to keep as few conditions on U.S.

assistance as possible, arguing to a skeptical U.S. Congress that conditions under-

mined rather than reinforced U.S. interests in the conflict. A series of compromises

between the Reagan administration and Congress early in the war produced a

flow of assistance that mixed noncontingent capacity building with contingent

rewards, but from about 1985 to 1989 this gave way to an almost exclusive focus on

noncontingent capacity building. The balance then shifted back toward incentive

contracts when the Bush administration took office in early 1989.24

22. See, e.g., Schwarz 1991, 59–60; LeoGrande 1998, 46–47; Greentree 2008, 79; Crandall 2016,
136, 157–58, 188–92.

23. This is suboptimal behavior, given the high cost of effort.

24. See Ladwig 2016, esp. table 1.
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The scale of monitoring in El Salvador was consistently low. One of the com-

promises Congress was able to extract from the Reagan administration was a cap

on the number of advisers the U.S. military could have in El Salvador. As a result,

the U.S. mission never had more than about 150 advisers on the ground, none of

whomwere allowed to accompany Salvadoran troops on combat operations.25 This

made it very difficult for the United States to know how hard its agent was working

against the disturbance or to know which rewards or punishments would be most

likely to create high levels of effort. This problem became more pronounced over

time as the Salvadoran military grew from about ten thousand to fifty-six thousand

personnel between 1979 and 1987.26 The international press corps helped fill some

of the monitoring gap, but it was too small, and it focused only on a subset of the

issues of potential concern to the United States.

The size of the disturbance was large enough that direct U.S. action against

the FMLN was a credible threat, as the many comparisons between El Salvador

and the early days of the VietnamWar attest.27 In that sense this case clearly meets

the scope condition described in the introduction. Although the United States

ultimately avoided sending ground troops into combat (and the U.S. government

often downplayed the idea), many Americans believed it would intervene if an

FMLN victory became imminent.28 After all, President Reagan repeatedly argued

that an FMLN victory would give the Soviet Union a new base of operations on

America’s doorstep, forcing the United States to pull resources away from Europe,

the Middle East, and other important theaters for territorial defense.29 “El Sal-

25. Some, however, flouted the rules and went anyway. See Bailey 2004, 24–25.

26. Themonitoring problemwas explicitly acknowledged in the 1984 “Kissinger Report” (Crandall
2016, 301; National Bipartisan Commission on Central America 1984). See also Bailey 2004, 24–25;
U.S. GAO 1990, 5. On the growth of the ESAF over time, see Bacevich et al. 1988, 5.

27. See, for example, Herring 1986; Crandall 2016, 232–38.

28. For example, see Crandall 2016, 234. Some members of the Reagan Administration also
occasionally argued for various kinds of direct action. See Crandall 2016, 202, 214–16, 282–83.
For an example of Reagan downplaying the idea of deep involvement, see Clines 1981.

29. The Carter administration also thought the outcome in El Salvador was vital to U.S. national
security. See Arnson 1993, 40–41; Crandall 2016, 132–39.
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vador,” he explained, “is nearer to Texas than Texas is to Massachusetts. Central

America is simply too close, and the strategic stakes are too high, for us to ignore

the danger of governments seizing power there with ideological and military ties

to the Soviet Union.”30 Reagan also demonstrated a willingness to intervene di-

rectly elsewhere—especially in Grenada and Lebanon—and believed that a lack of

resolve was a major reason the United States had failed in Vietnam. It is therefore

unsurprising that both the American public and the FMLN believed that direct U.S.

intervention was a real possibility. A Gallup poll conducted in September 1983

found that two-thirds of the American population thought it was at least fairly

likely that, as with Vietnam, the United States would become more deeply involved

in El Salvador over time, and the FMLN’s 1981 “final offensive” was in part timed to

take control of the country before Reagan took office and could push the United

States deeper into the conflict.31

The cost of the disturbance stayed roughly constant for the first decade of the

conflict, but fell significantly after the end of the Cold War. As the Soviet Union

receded, the United States became less worried about its influence in Central

America and more open to a negotiated settlement on terms the FMLN could

accept. In this situation, the model leads us to expect that the United States

would face strong incentives to disengage from the conflict.

Taken together, these predictions imply that the United States should have

struggled to defeat the insurgency using indirect control through its Salvadoran

agent (H1), and that most noncontingent capacity-building assistance would essen-

tially be wasted (H6). Given the regime’s high cost of effort, the model prescribes

large incentives and extensive monitoring to induce El Salvador to prioritize U.S.

preferences over its own (H7)—except for very early in the conflict, when the threat

30. Reagan 1983. For more on how the Reagan Administration viewed the threat, see Kirkpatrick
1979; Reagan 1981; Crandall 2016, 202.

31. On the timing of the final offensive and the FMLN’s assessment of Reagan’s intentions, see
Manwaring and Prisk 1988, 106–9; Arnson 1993, 50–51; LeoGrande 1998, 68; Crandall 2016,
176–77.

10



CHAPTER 5 EL SALVADOR

Period Key Parameters Theoretical Expectation Observed Action

1979–85

Preference misalignment
low initially, but
increases steadily
throughout this
period

Principal should steadily
increase the power of
incentives it offers the
agent (H7); in absence of
incentives, proxy is
noncompliant (H6)

United States uses
fewer incentives as
misalignment increases;
Salvadoran behavior
diverges from U.S.
preferences

1985–89
Preference misalignment
plateaus at high level
around 1985

Principal should increase
the power of incentives
or resort to direct control
(H7); in absence of
incentives, proxy is
noncompliant (H6)

United States uses
very few incentives;
conflict enters
prolonged stalemate

1989–92

Size and cost of the
disturbance decreases
with the end of the
Cold War

Principal becomes
more likely to
withdraw from
the conflict; when
incentivized, proxy
is compliant (H6)

United States pushes
to negotiate end to
conflict; use of
incentives increases;
Salvadoran behavior
converges with U.S.
preferences

Table 5.1: Theoretical Expectations and Summary Results, El Salvador

of overthrow was especially high and the cost of effort was comparatively low.

However, the United States never had more than about 150 advisers on the ground,

and while it frequently attached conditions to its aid, incentives were applied in-

consistently and were often modest compared to the full cost of effort. There is

thus little reason to expect El Salvador to exert significant effort against the FMLN

of the type the United States preferred (H6). Table 5.1 summarizes the model’s

most important predictions and how well the El Salvador case conforms to them.

EL SALVADOR, 1979–92

This section reviews the three distinct phases of the war and traces key changes

in the model parameters over time.32 It argues that very early in the conflict, when

32. The phases mark key changes in the nature and size of the disturbance. For similar periodiza-
tions of the conflict, see Moroni Bracamonte and Spencer 1995, 37–39; and Peceny and Stanley
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October 1979 Romero regime overthrown in a coup; replaced by a reform-minded junta

January 1980 First junta collapses; replaced by another, more conservative one

February 1980 Carter administration threat to remove aid prevents right-wing coup

March 1980 Second junta collapses; replaced by a third junta

November 1980 FMLN formally established (unites five preexisting groups)

December 1980 Carter administration suspends all assistance to El Salvador

December 1980 Third junta collapses; replaced by a fourth (led by Duarte)

January 1981 FMLN launches “final offensive”

January 1981 Assistance to El Salvador reinstated

January 1981 Reagan administration assumes office

April 1982 United States uses conditions to prevent D’Aubuisson from becoming president

April 1982 Constituent Assembly elected; Magãna elected president of the assembly

December 1983 U.S. vice president George H. W. Bush visits; urges the ESAF to reform or lose aid

May 1984 Duarte elected president of El Salvador

June 1985 FMLN formally switches to guerrilla tactics

January 1989 George H. W. Bush administration assumes office

February 1989 U.S. vice president Dan Quayle visits; urges the ESAF to reform or lose aid

March 1989 Alfredo Cristiani elected president of El Salvador (assumes office in June)

June 1989 Quayle visits again; urges the ESAF to reform or lose aid

October 1990 U.S. Congress votes to withhold half of all assistance to El Salvador

January 1992 Conflict ends with Chapultepec Accords

Table 5.2: Timeline of KeyEvents, El Salvador. Drawn fromGettleman et al. 1986,
53–64; Manwaring and Prisk 1988, xlix–liii; Moroni Bracamonte and Spencer
1995, 23; LeoGrande 1998, 574–75; Ladwig 2016, table 1.

the strength of the insurgency peaked and the threat of overthrow was greatest,

U.S. and Salvadoran preferences briefly converged and the cost of proxy effort

was comparatively low. Aided by the consistent use of incentives, U.S. assistance

worked more or less as intended early in this period: ESAF proficiency improved,

death squad activity declined, and the Salvadoran government implemented some

nontrivial democratic reforms.33

As U.S. assistance steadied the regime and the threat of overthrow declined,

however, U.S.-backed reforms became the more immediate threat to the regime’s

hold on power, and the cost of effort steadily increased. Because the United States

2010, 69–70.

33. On the decline of death squad activity, see Wood 2003, fig. 1.3.
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stopped using incentives around 1984, interest divergence was large enough by

1985 to stall progress against the insurgency entirely, and the conflict entered a

stalemate that lasted until the end of the Cold War.

After the Soviet Union collapsed and the Sandinistas were voted out of power

in Nicaragua, the conflict entered a new phase in which the cost of the distur-

bance to the United States decreased and the cost of the conflict to the insurgents

increased—that is, the United States became less concerned about Communist

expansion in Central America, and external support for the FMLN (including from

Nicaragua and Cuba, the FMLN’s most important external benefactors) shrank.34

This structure of costs and benefits, combined with war weariness, a new economic

reality in El Salvador, and a renewed emphasis on the use of incentives by the

United States, helped produce a political settlement in 1992. Table 5.2 provides a

timeline of some of the conflict’s key events.

Crisis: 1979–85

When the conflict began, the Salvadoran military was a small, unprofessional force

of ten thousandmen ill prepared for a fight with the FMLN. Its soldiers were poorly

equipped and spent more time in garrison than in training.35 When U.S. brigadier

general Frederick Woerner led a team of military advisers to assess the state of

the ESAF early in the conflict, he concluded that it was incapable of defeating the

FMLN in its current state.36

The ESAF’s deficiencies became obvious in early 1981 when the FMLN launched

a massive operation modeled on the successful 1979 “final offensive” in Nicaragua.

Although the El Salvador version was ultimately unsuccessful, it was an impressive

34. LeoGrande 1998, 572–73; Crandall 2016, 487; U.S. CIA 1990, iii–iv (although see also Moroni
Bracamonte and Spencer 1995, 182).

35. See, e.g., Bacevich et al. 1988, 24; Woerner 1981, 142–46.

36. On the size of the ESAF, see Bacevich et al. 1988, 5; Woerner 1981, 67. On the content of the
Woerner report, see Taubman 1983; LeoGrande 1998, 137–38 and notes. Note that most of the
criticism of the ESAF in the Woerner report remains redacted.
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demonstration of strength for such a young organization—the FMLN successfully

occupied eighty-two municipalities and seized large swaths of Salvadoran terri-

tory.37 This began a series of large engagements and raids in which the FMLN

proved to be as capable as the ESAF, and sometimesmore so. The FMLN destroyed

more than half of the Salvadoran Air Force in a raid in 1982, for example, and in

1983 it launched a sophisticated attack on an ESAF brigade headquarters at El

Paraíso. The latter involved months of surveillance, a well-planned feint, coor-

dinated indirect fire, an effective signal plan, and some three hundred fighters.

The FMLN even successfully ambushed the ESAF reinforcements rushing to the

scene. More than one hundred ESAF soldiers were killed in the raid, and the FMLN

captured a significant amount of equipment before destroying much of the base.38

Faced with such an acute threat, the Salvadoran regime became increasingly

willing to accept significant U.S. assistance—and U.S. interference—to address

it. This was a major shift from a few years earlier, when the (precoup) regime of

Gen. Carlos Humberto Romero had suspended all U.S. military assistance and

condemned U.S. interference in Salvadoran affairs.39 The United States became

more pliant too, as the fear of “another Nicaragua” was strong enough to overcome

the Carter administration’s deep concerns about the Salvadoran government’s

atrocious human rights record.40

The result was an influx of U.S. resources into El Salvador, but they came

with some important strings attached. No sooner had the Carter administration

announced that it would assist the new junta than it began to pressure influential

Salvadorans to reduce human rights abuses, and quietly made it clear that the

37. Manwaring and Prisk 1988, chap. 5; Crandall 2016, 176–77.

38. Bacevich et al. 1988, 5–6; Peceny and Stanley 2010, 75–76; Crandall 2016, 347–48, 366.
Elements of the FMLN received training from the Cuban military during the conflict; see Moroni
Bracamonte and Spencer 1995, 73–76; Crandall 2016, 347.

39. Romero’s decision was a response to new U.S. conditions that required more accountability
on human rights issues (LeoGrande 1998, 38; Crandall 2016, 109).

40. The coup also simplified the politics of providing assistance, since the juntas were at least
nominally reform oriented and lacked Romero’s brutal past. See Crandall 2016, 111–13, 132–33.
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United States would withdraw its assistance if hard-liners intervened to overthrow

the new government.41 The threat apparently worked, as the promise of future

aid forestalled a coup by hard-liners in February 1980.42 In 1982, the United

States threatened to withhold military assistance if the newly formed Constituent

Assembly elected the popular but repressive hard-liner Roberto D’Aubuisson as

the interim president of El Salvador. This worked too, as the assembly reluctantly

elected a more moderate candidate.43 In 1983, U.S. vice president George H. W.

Bush traveled to El Salvador and threatened to withdraw U.S. assistance unless

the regime removed certain officers from the security forces and curtailed death

squad activity, afterwhich state-sponsored violence declined and several implicated

officers were exiled or involuntarily retired.44 In 1984 and 1985, the U.S. Agency for

International Development also successfully required the Salvadoran government

to devalue its currency and adopt some austerity measures in order to secure

economic assistance.45

The incentive program did not always work this cleanly, however. In December

1980, the United States suspended aid entirely after four American churchwomen

were brutally raped andmurdered by government security forces, but it backtracked

almost immediately in the face of the rising threat from the FMLN (economic aid

was restored a week later, and military aid was restored the following month,

after the FMLN launched its final offensive). The Carter administration tried to

41. Crandall 2016, 135–36, 139. After 1975, U.S. law prohibited assistance to countries engaged
in gross violations of human rights unless the aid would directly benefit those afflicted, or the
president determined that the assistance was vital to U.S. national security. See Crandall 2016, 103.

42. LeoGrande 1998, 44. Hard-liners (including Roberto D’Aubuisson) planned another coup
a few months later, after differences within the State Department prevented the United States
from following through on its promise. The plot was discovered before it could succeed. See also
Crandall 2016, 136.

43. Crandall 2016, 269–70. This was only a partial victory, since D’Aubuisson ended up as the
head of the National Assembly, where he worked to dismantle U.S.-backed political reforms.

44. Bacevich et al. 1988, 25; U.S. GAO 1991, 27; Wood 2003, fig. 1.3; Crandall 2016, 293–99. U.S.
assistance was also probably contingent on José Napoleón Duarte’s winning the 1984 presidential
election (he did, with U.S. help), since the U.S. Congress would be unlikely to provide direct
assistance to a D’Aubuisson government. See Crandall 2016, 317–18.

45. Ladwig 2016, 132.
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condition future aid on the investigation of those responsible for the murders, but

this requirement was rescinded by the Reagan administration when it took office a

month later.46 These events suggest that assistance during this period was oriented

as much toward noncontingent capacity building as toward incentives (or, at the

very least, that there was some basic amount of assistance the United States was

unwilling to make contingent).

Yet the combination of incentives and interest alignment during this period led

to a brief spurt of reform in the early 1980s, including nationalizing the banking

system and establishing a program to redistribute land ownership.47 The military

improved too, notwithstanding some early setbacks. By the end of 1983, more than

half of the ESAF officer corps had been trained by the United States (almost all

outside of El Salvador so as to undermine unhelpful local traditions), and death

squad activity declined significantly.48 By the end of 1984, the ESAF had grown

to more than forty thousand men and was successfully repelling FMLN attacks

on its positions, and by the end of 1985, the Salvadoran Air Force was using its

U.S. training and equipment to devastate FMLN formations in the field.49 This

improvement came despite the fact that the FMLN was growing stronger until

about 1983.50

As the government regained its footing and the threat from the FMLN gradually

became less acute, however, conservative elements within the government and the

military regained influence and activelyworked to undomany of these changes. The

46. Gettleman et al. 1986, 57; Crandall 2016, 181. The requirement to investigate the murders
of the churchwomen was reinstated via legislation in 1983 that withheld 30 percent of military
aid until the Salvadoran courts reached a verdict in the case. This led to a conviction in May 1984.
See U.S. GAO 1991, 27.

47. See Manwaring and Prisk 1988, 169–76; Crandall 2016, 149–51; Ladwig 2016, 112, table 1.

48. The tanda system was one such local tradition; it fused each graduating class of the ESAF
military academy into a tight-knit group that prized loyalty—first to their tanda, then to the army,
and then to their country. See Crandall 2016, 60–64, 353. On the decline in death squad activity,
see Crandall 2016, 295–96; Ladwig 2016, 129.

49. Bacevich et al. 1988, 5–6, 24–33; Moroni Bracamonte and Spencer 1995, 22; Crandall 2016,
364.

50. U.S. CIA 1990, iii; Moroni Bracamonte and Spencer 1995, 5; Crandall 2016, 366.
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clearest example is the steady erosion of the initial land reforms. The program was

deeply unpopular among the Salvadoran elite and was resisted to some extent from

the beginning, but after 1982, it was systematically undermined by conservatives

working through the National Assembly. As a result, the second phase of the plan

was never implemented, and the proportion of Salvadorans who benefited from the

reforms actually declined over time.51 Themilitary also becamemuch less receptive

to U.S. advice. Whereas early in the conflict it had understood and accepted the

need for major reform in order to survive, it became increasingly intransigent over

time.52 When the United States imposed conditions on its assistance, it could still

coerce at least partial compliance (as was the case with some economic austerity

measures in 1984–85), but resistance was increasing.

Stalemate: 1985–89

By 1985, the conflict was stalemated. This was widely acknowledged at the time,

including by four prominent U.S. colonels (authors of the “Colonels’ Report”) and

a Salvadoran colonel who would go on to become the country’s Defense Minister.53

The faltering progress is especially notable because it occurred despite the massive

increase in the size of the ESAF, the declining fortunes of the FMLN, and the

ESAF’s superior equipment, training, and resources.54

The increased use of U.S.-supplied airpower by the Salvadorans made it much

51. Crandall 2016, 149–57 (esp. 156). See also Chavez 1983; Schwarz 1991, 44–49 (esp. 48);
Ladwig 2016, 131–32.

52. Compare the openness of the ESAF to reform (Manwaring and Prisk 1988, 209–21) to their
later resistance (U.S. CIA 1984; U.S. Department of State 1990; Schwarz 1991, 17–43; Ladwig
2016, 132–33). It is also revealing that the junta leader and future president José Napoleón Duarte
actively resisted greater U.S. involvement in El Salvador early in 1981, but then requested more
U.S. equipment and support just weeks later after the FMLN again appeared to be gaining strength.
See Dunkerley 1982, 184; Crandall 2016, 217–18.

53. The “Colonels’ Report” is another name for Bacevich et al. 1988. See also Schwarz 1991, 3n10,
4; Crandall 2016, 410. Scholars also widely characterize this period as stalemated; see Schwarz
1991, 3; Peceny and Stanley 2010, 79–82; Ucko 2013, 675; Ladwig 2016, 131.

54. The force ratio increased from roughly one to one in 1979 to more than eight to one in 1987.
See Bacevich et al. 1988, 5; Peceny and Stanley 2010, 79.
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more difficult for the FMLN to operate in large formations, forcing it to adopt

more guerrilla-style tactics beginning around 1985. The shift away from direct

confrontations with the ESAF and toward infrastructural and economic targets

(not to mention the FLMN’s adoption of forced recruitment around the same time)

alienatedmany Salvadorans from the FMLN cause, while the killing of four off-duty

U.S. marines at a local restaurant and the kidnapping of Duarte’s daughter in 1985

dampened pro-FMLN sentiment abroad. As a result, by 1986 the FMLN was down

to about half its original size and could no longer take and hold territory from the

ESAF.55

Yet the ESAF made scant progress against its weakened enemy. This was partly

due to the inability of U.S. advisers to convince the ESAF to adopt counterinsur-

gency techniques to counter the FMLN’s new tactics (the ESAF continued to rely

on massed firepower and resisted U.S. efforts to modify its approach).56 However,

the larger problem was that the United States removed nearly all incentives from

its assistance during this period. Duarte’s election in 1984 was heralded as a major

victory for the U.S. effort, and the attention of Congress shifted from El Salvador

almost entirely.57 This gave the Reagan administration a free hand to provide

capacity-building assistance without any strings, something it had long sought.58

As a result, the only real condition on U.S. assistance during this period was a $5

million annual withholding (about 1 percent of all assistance, on average) tied to

55. For estimates of the FMLN’s size over time, see U.S. CIA 1990, iii; U.S. GAO 1991, 14; Moroni
Bracamonte and Spencer 1995, 5; Crandall 2016, 70, 366; Ladwig 2016, 133. On the shift in FMLN
strategy, see Moroni Bracamonte and Spencer 1995, 23–30; Montgomery 1995, 197–98; Peceny
and Stanley 2010, 75, 80; Crandall 2016, 366–70. Note that although the size of the disturbance had
significantly declined, it remained a military concern for both the United States and the Salvadoran
government throughout the period. See U.S. Director of Central Intelligence 1989, iv; U.S. CIA
1990, iv; U.S. GAO 1991, 14.

56. Peceny and Stanley 2010, 80; Ladwig 2016, 132–33.

57. Arnson 1993, 162–63. It is also relevant that Duarte—who was very popular among U.S.
policymakers—took the position that conditions undermined his authority and hampered his ability
to implement reforms; see Crandall 2016, 385–86. Note that Duarte’s popularity among U.S.
leaders is a major reason why replacement was never seriously considered during the war. The
United States did not think there was someone better who could replace him (Arnson 1993, 67).

58. See, e.g., Arnson 1993, chap. 3, 152–63.
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the prosecution of those responsible for the 1981murder of two Americans working

in El Salvador.59 This had little if any effect, and there were no other meaningful

conditions until after the Bush Administration took office in early 1989.

Progress was stalled along the other lines of effort as well. The “Special In-

vestigative Unit” that President Duarte set up in 1984 under U.S. pressure to

investigate the most salient political murders (many of them likely committed by

the ESAF, which the handful of U.S. advisers in the country could not monitor

closely) lasted barely a year and achieved little. The conservative-dominated leg-

islature also staunchly resisted judicial reform and continued to undermine the

1980 land reform package.60 In fact, there were no major reforms implemented

during this period, and those that had been implemented earlier were steadily

eroded.

El Salvador therefore made less progress toward U.S. goals—both against the

FMLN and against the country’s malformed political institutions—during this pe-

riod than any other. The government and the ESAF gestured toward reform to

secure U.S. aid, but conservatives had regained enough influence that the cost of

effort was again very high, so the status quo nearly always prevailed.61 Now that

the FMLN was no longer capable of directly overthrowing the government (and the

United States was no longer attaching meaningful conditions to its assistance),

those in power were much less willing to oppose entrenched interests and risk

their privileged positions to secure the final defeat of the insurgency. An indefi-

nite stalemate was preferable to fundamental reform that might diminish their

influence.

59. U.S. GAO 1991, 9, 27; Ladwig 2016, 131.

60. Schwarz 1991, 59–60; LeoGrande 1998, 564–65; Crandall 2016, 407–8; Ladwig 2016, 131–32.
Note that some of the gains from land reform were never entirely reversed.

61. Schwarz 1991, 59–62.
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Resolution: 1989–92

Events beginning in 1989 finally broke the stalemate and created space for a polit-

ical settlement. One was the reintroduction of conditionality. Right after George H.

W. Bush was inaugurated as U.S. president in 1989, he sent Vice President Dan

Quayle to El Salvador to emphasize the importance of prodemocratic reform and to

threaten to withhold assistance if the Salvadorans did not prosecute those respon-

sible for a 1988 massacre.62 Then in 1991, Congress withheld half of all military

assistance and threatened to withhold the rest unless the Salvadorans negotiated

with the FMLN, abstained from violence against civilians, and resolved the case

of the 1989 murder of six Jesuit priests by the ESAF.63

Another important change was that, unlike early in the conflict when the United

States used incentives to coerce the Salvadoran regime to defeat the insurgency

outright, the United States now used them to coerce the Salvadoran regime to end

the conflict through political negotiation. The collapse of the Soviet Union in the

early 1990s lowered the stakes for the United States and therefore significantly

reduced the cost of the disturbance.64 The Soviet Union never provided much

support to the FMLN directly (despite frequent U.S. claims to the contrary), but

the threat of Soviet influence in El Salvador is what had drawn the United States

into El Salvador in the first place. Soviet collapse thus made U.S. indirect control

less desirable and gave the United States reason to actively support a negotiated

settlement.

The Salvadoran regime’s preferences were somewhat different, of course. The

ESAF strongly opposed a settlement, and the Duarte government rejected the first

62. Crandall 2016, 420, 428–29.

63. President Bush used an escape clause to reinstate the aid some time later. See LeoGrande
1998, 574–75. See also Crandall 2016, 450–51; Ladwig 2016, 135–38. The massacre of the Jesuit
priests sparked widespread outrage in the United States.

64. See LeoGrande 1998, 572–73; Peceny and Stanley 2010, 70; Ucko 2013, 676; Crandall 2016,
417. Recall also that the disturbance in this case was ultimately the degree of Soviet influence in
El Salvador, which of course declined when the Soviet Union collapsed.
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serious proposal from the FMLN in 1989. Duarte’s successor, Alfredo Cristiani,

was elected after promising to negotiate with the FMLN, but his government did

not do so in good faith at first.65

Two factors helped spur negotiations: renewed conditions on U.S. aid (dis-

cussed earlier) and a major FMLN offensive in late 1989. The three-week-long

offensive was concentrated in the cities and was the most successful FMLN oper-

ation in many years. The rebels captured a sizable chunk of the wealthy suburbs,

including a hotel occupied by the secretary general of the Organization of American

States and a handful of U.S. Special Forces (a standoff ensued until mediators

brokered a local truce and the FMLN retreated).66

The offensive revealed, in a rather damaging fashion, just how little progress

the ESAF had made since 1985. U.S. advisers on the ground lamented the ESAF’s

lack of skill and discipline during the fight, and the commanding general of U.S.

Southern Command openly conceded that he did not think the ESAF capable of

defeating the FMLN. The ESAF was more effective than it had been during the 1981

offensive—it was eventually able to dislodge the FMLN from its positions—but it

did so by embracing the kind of gratuitous brutality that U.S. advisers had spent

a decade trying to expunge from ESAF culture. The ESAF thus revealed that it

was neither capable of defeating the insurgency nor willing to adjust its tactics and

institutional habits in order to do so.67

Ironically, the ESAF’s poor showing actually reduced the regime’s political costs

associated with negotiating with the FMLN. A new urban elite was on the rise in El

65. Cristiani supported negotiations with the FMLN, but at first was not willing to concede
anything unless the FMLN effectively surrendered (the FMLN did not always negotiate in good
faith either). This changed after the 1989 attack and the imposition of U.S. conditions. See, e.g.,
Montgomery 1995, 213–14; LeoGrande 1998, 568.

66. For brief overviews of the offensive and its effects, see LeoGrande 1998, 568–72; Crandall
2016, 431–41.

67. On the ESAF’s limited progress, see U.S. GAO 1991, 4; Schwarz 1991, 18; Crandall 2016,
437–39; Ladwig 2016, 132–33. On the brutal tactics used by the ESAF during the offensive, see
Stanley 1996, 248–49; LeoGrande 1998, 569–71; and Crandall 2016, 442–44; although see also
Ladwig 2016, 134. The FMLN had recently acquired man-portable antiaircraft missiles, which
further complicated matters. See U.S. CIA 1991; Crandall 2016, 453–60.
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Salvador, one whose businesses required stability and security to be successful.

The 1989 offensive demonstrated the ESAF’s inability to provide that stability and

persuaded the new elite that they would be better off with a negotiated settlement

that ended the war.68

The operation pushed the FMLN toward a settlement too. The offensive failed

to topple the government, and the FMLN was eventually forced to withdraw (at

least in part because its attack did not spark the wider insurrection the FMLN

believed it would). This failure was a major blow, and it left the insurgency without

a clear path forward just as its international allies in Nicaragua and the Soviet

Union were on the decline (the Sandinistas were voted out of power in 1990). As

a result, the FMLN became progressively more open to a negotiated settlement

after 1989—though it remained a substantial military threat in the short term and

continued to harass the ESAF and the Salvadoran government until the end of

hostilities in 1992.69

This unusual combination of events—the collapse of the Soviet Union, which

lowered the stakes for the United States; new conditions on U.S. aid, which en-

couraged the Salvadorans to negotiate; the fall of one of the FMLN’s major patrons

in Nicaragua; and the 1989 offensive that was just successful enough to reduce

the agent’s political costs of negotiation—shifted U.S., Salvadoran, and FMLN in-

terests enough that a negotiated settlement became possible. UN-brokered talks

began in earnest in early 1990. The 1992 agreement that ultimately ended the war

committed the Salvadoran government to significant reforms: reducing the size

of the ESAF, and amnesty for many FMLN fighters. It also committed the FMLN to

disarmament and integration into the democratic political process. The agreement

was a significant achievement, but the alignment of interests that made it possible

was created by events largely exogenous to the U.S.-Salvadoran relationship.70

68. LeoGrande 1998, 572–73; Peceny and Stanley 2010, 83–84; Crandall 2016, 438.

69. U.S. CIA 1990, iv; Karl 1992, 151; LeoGrande 1998, 572–73; Wood 2003, 29; Ucko 2013,
676; Crandall 2016, 487.

70. The reintroduction of incentives by the Bush administration after 1989 certainly helped mat-
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OBJECTIONS AND ALTERNATIVE EXPLANATIONS

In the U.S. defense community, the most prominent alternative to the interpreta-

tion presented here is the view that American aid and advice were largely respon-

sible for ending the conflict in El Salvador. Proponents argue that U.S. military

trainers gradually coaxed their Salvadoran counterparts into creating a signifi-

cantly more professional military, and that U.S. economic and political support

enabled the Salvadoran regime to make steady progress against the FMLN until

it could enter negotiations on favorable terms and end the conflict.71 In this view,

the small size of the intervention was critical for success as it allowed the United

States to (1) rely almost exclusively on elite units with the right combination of

regional expertise, military knowledge, and diplomatic skill; (2) leave these units

“in country” long enough to gain the trust of their Salvadoran counterparts without

bankrupting the American taxpayer; and (3) avoid the moral hazard associated

with larger interventions, where the agent has an incentive to shirk because the

principal is heavily engaged and thus more likely to step in and fight the insurgency

itself when things get out of hand.72

This explanation is a form of the noncontingent capacity-building argument dis-

cussed in the introduction, and thus has very different policy implications than the

agency model discussed here. Instead of relying on monitoring and conditionality

to incentivize agents to work towardU.S. goals, this approach urges small, relatively

cheap interventions focused on building rapport and patient persuasion.

If this “small footprint” account is accurate, however, the influence and capa-

bility of the FMLN should have gradually declined over the course of the conflict

ters, but those incentives were not sufficient to end the conflict by themselves—similar conditions
earlier in the conflict produced only limited compliance.

71. For variations of this argument, see Hennelly 1993; Malkasian and Weston 2012; Hammes
2012; Reynolds 2014.

72. The acronym “KISSS” was sometimes invoked to describe the U.S. approach: “Keep it simple,
sustainable, small, and Salvadoran.” See Montgomery 1995, 148; Crandall 2016, 352.
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and the capacity of the Salvadoran government and military should have gradually

increased. There should also be a clear connection between relative capability

and the outcome of the conflict.

But this is not what we observe.73 Rather, the conflict had been stalemated

for years when the collapse of the Soviet Union set off a chain of events leading

to a peace settlement.74 The Salvadoran government ceased to make meaningful

progress against the insurgency after about 1985, and a major FMLN offensive in

1989 convinced many that the government was simply not capable of defeating the

FMLN. It is true that the FMLN became somewhat weaker toward the end of the

war, but it remained a match for the Salvadoran regime until the end. When the

process leading to the settlement began in 1990, the CIA noted that the FMLN still

posed “serious problems for the government” and continued to operate “relatively

freely in the capital.”75

Moreover, it is difficult to square the provisions of the peace agreement with

this narrative. Among other things, the Salvadoran government agreed to cut the

size of its military and security apparatus, strip the armed forces of their police

powers, strengthen electoral safeguards, establish a professional judiciary, and

offer amnesty to the vast majority of FMLN fighters. The FMLN was not forced to

dissolve, but rather transformed into a legal political party, and its willingness to

abide by the terms of the peace agreementwas essential for ending the conflict. This

“negotiated revolution,” as one author put it, is hard to explain if the Salvadoran

government were in a position of real strength at the end of the war.76

73. Although not discussed in detail here, there is also evidence that the small footprint did not
solve the moral hazard problem (see Schwarz 1991, 61–62; Crandall 2016, 110–11) and that the
United States did not send its most capable soldiers to El Salvador (see Bacevich et al. 1988, 16–18;
Crandall 2016, 356).

74. For a more complete discussion of the factors leading to the end of the conflict, see, for
example, Ucko 2013, 675–81; Peceny and Stanley 2010, 82–85.

75. U.S. CIA 1990, iv. See also Wood 2003, 29.

76. Karl 1992. See also Crandall 2016, 472–74; and the Peace Accords Matrix, Krok Institute
for International Peace Studies, University of Notre Dame, which tracks peace agreements and
their implementation (Chapultepec Peace Agreement, accessed May 27, 2018, https://peaceac-
cords.nd.edu/accord/chapultepec-peace-agreement).
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In many ways, this case turns on why the conflict became stalemated around

1985. This chapter argues that increasing interest divergence, combined with

the removal of conditions on U.S. assistance, stalled further progress toward U.S.

goals. Others have suggested that a major reason the conflict stalled in 1985

was that the FMLN switched to guerrilla tactics, which successfully countered the

ESAF’s conventional military approach.77 While there was indeed some mismatch

between the ESAF’s methods and the nature of the problem it faced, the shift to

guerrilla tactics around 1985 cannot account for the stalled effort in the nonmilitary

dimensions of the conflict. Recall that judicial reform also stagnated after the

regime felt safe, and that after 1985 there were no major reforms passed until well

into the Bush administration (when conditionality returned). One might counter

that the lack ofmilitary progress created the political impetus to oppose reform, but

opposition to reform became strong well before the conflict was stuck in a grinding

stalemate. While the ESAF was making nontrivial gains against the FMLN in 1984,

conservatives were working hard to undermine the 1980 land reform package

and the ESAF was actively resisting U.S. efforts to hold members of death squads

accountable.78

A deeper objection to the chapter’s accounting derives from the principal-agent

framework itself, and in particular from the unitary actor assumption as applied

in this case. Preference alignment plays a central role in the explanation, but, of

course, the principal and the agent were composed of multiple competing factions,

each with competing interests of its own. Throughout much of the conflict, there

was significant infighting within the ESAF between those who were open to reform

and those who were not. The original coup was led by a reformist faction but

thwarted by a conservative one. At various times, similar factions existed within

the government (Duarte versus D’Aubuisson) and among the economic elite (the

77. See, for example, Bacevich et al. 1988, 29–30; Peceny and Stanley 2010, 79–81; Ladwig 2016,
132–33.

78. Schwarz 1991, 45–49 (esp. 47); U.S. CIA 1984.
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landed oligarchs versus the urban elite).79 Moreover, the balance between these

various factions shifted over time, most notably the alignment between the landed

oligarchs and the conservative leadership of the military. In the United States,

clashes between the Reagan administration and Congress account for the otherwise

strange decision to suddenly cease attaching conditions to U.S. assistance from

1984 to 1989. The impetus for conditionality came almost entirely from Congress,

and when Congress lost interest in the conflict after the Salvadoran elections of

1984, the Reagan administration was able to secure aid free of conditions. The

transition to the Bush administration led to the reintroduction of conditionality

in 1989.

One way to deal with the multiplicity of actors and interests would be to define

the agent simply and narrowly as the “chief of government,” as several cases in this

volume do. The problemwith this approach in the Salvadoran case is that the leader

of the country never had anything approaching full control over the institutions the

United States sought to reform. Portions of the military, in particular, wielded so

much influence in El Salvador that the United States occasionally dealt with its

leadership directly rather than with the president of the country.

Another approach is to define the agent broadly to encompass all the actors

the principal sought to influence directly and then assess net behavior, as this

chapter does. In making this simplification, this chapter aligns itself with a long

tradition of work that abstracts rich historical detail in favor of theoretical precision

and parsimony. This approach is not without cost, but it can be worthwhile. To

know whether it is in this case requires an assessment of how helpful the theory is

for understanding patterns and making predictions—that is, whether the simpler

theory is useful. In this case, a principal-agent framework provides a compelling

interpretation of the Salvadoran conflict that, among other things, can account

for variation in outcomes over time, and provides a plausible explanation for why

the United States was less than fully successful. This account is not definitive, of

79. See, for example, Stanley 1996, 233–42.
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course—there is only so much to be inferred from a single case—but the fact that

the framework is also useful in the wide variety of other cases discussed in this

volume strongly suggests that principal-agent theory has something to offer here

as well, and that this parsimonious approach is at least defensible.80

* * *

The success of the model in this case is partial. It captures the agent’s behavior

well—the Salvadorans responded to incentives as expected and maximized their

own interests as far as information asymmetrywould allow—but captures that of the

principal less well. In theory, principals should offer indirect contracts to proxies

with relatively aligned interests, and when they do, use monitoring to identify slack

and condition assistance efficiently. Noncontingent capacity building should be

reserved for proxies with very aligned interests. Yet in El Salvador, the political

cost of fulfilling U.S. objectives was nearly always high, the extent of monitoring

was nearly always low, and the use of conditionality was inconsistent over time. As

a result, this case highlights how suboptimal policy choices by the principal can

degrade the efficiency of indirect control. There was enough interest alignment and

conditionality that the Salvadorans were persuaded to take some steps toward U.S.

goals, but not enough to overcome the cost of the effort required to fundamentally

reform the government and defeat the insurgency. The resulting agency slack was

then magnified by the uneven use of incentives and a lack of monitoring by the

principal.

Despite the flawed execution, however, the United States made some progress

in El Salvador, especially early on. It successfully prevented the FMLN from

overthrowing the Salvadoran government, coerced it into adopting some (partial

but) important reforms, helped reduce (but not eliminate) human rights abuses,

and improved the professionalism and competence of the ESAF. As a result, the

Salvadoran government in 1992 was significantly more democratic and inclusive

80. For other applications of principal-agent theory to the U.S. intervention in El Salvador, see
Ladwig 2016, 2017; Biddle, Macdonald, and Baker 2018.
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than it was in 1979. These achievements were modest and incomplete, but real

nonetheless.
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