
 
 

The Research Centre of the Faculty of Economics 

cordially invites you to a research seminar 

on Wednesday, 1
st 

October 2014 at 12 p.m. in room P-109 at the 

Faculty of Economics, University of Ljubljana 
 

 

Major Mathew Golsteyn and Prof. Dr. Steven E. Phelan, 
Fayetteville State University, School of Business and Economics 

 
will present the article: 

 

“Nation-building, behavioral economics and 

Institutional Change: Lessons from U.S. Special Forces“ 
 

”Nation-building is a broad term used to describe international efforts to conduct exogenous 

institutional change in weak and failed states primarily through the use of military force.  The 

prevailing view is that nation-building is best accomplished by imposing democratic 

institutions (the so-called government-in-a-box) that will, in turn, stimulate economic 

development and growth.  We argue that, except in a few isolated cases, this nation-building 

strategy has failed to achieve the intended economic growth and political stability. While the 

field of institutional economics has a growing awareness of the importance of informal 

institutional factors like culture and mindsets (North, 1995), they have yet to develop a 

strategy for intervening in national economies in a bottom-up fashion.  As a result, the ‘know 

what’ exceeds the ‘know how’ in creating economic growth (P. J. Boettke, 1996), and the 

practice of nation-building tends to be top-down only.   

In military operations, U.S. Special Forces was constituted to conduct irregular warfare in a 

bottom-up strategy, referred to as ‘by, with, or through’, that builds capabilities within the 

indigenous population to achieve national policy objectives. Within this construct, Special 

Forces operators act as ‘force multipliers’ to achieve ‘influence without presence’.  In 

Helmand Province, Afghanistan in February 2010, one eight-man Special Operations 

Detachment was able to achieve pacification in the city of Marjah in a three week period 

during the surge operations, coined Operation Moshtarak, by applying Special Forces 

techniques.  

This paper employs behavioral economics, human psychology, game theory, social order 

theory and the underlying applied mathematics insights and explores how Special Forces 

techniques can overcome the ‘know-how’ deficit and be used to trigger the development of 

economic institutions during nation-building.  This ‘know-how’, rooted within a Special 

Forces mindset can be specifically applied to future nation-building activities by civilian 

organizations. The implementation of a successful bottom-up strategy requires exogenous 

forces to: (1) understand and adopt the indigenous mindset; (2) work by, with, and through, 

but not against, the mindset; (3) as an advisor, model the behavior desired in the indigenous 

population; (4) achieve legitimacy by indirectly applying capabilities and resources toward 

indigenous objectives; and (5) employ influence within trust-based relationships to nudge 

indigenous behavior towards desired institutional change – i.e. the rule of law. ” 

You can register for the free seminar by phone (01) 58-92-490, or via e-mail: 
research.seminars@ef.uni-lj.si by Tuesday, 30th September 2014. 

We look forward to seeing you!  
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