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S A F E T Y - N E T  D I V I D E N D

Food Stamp Entrepreneurs

E
conomist  Gareth Olds has some 
unexpected advice for policymakers 
who want people to start their own 
businesses: 

give them welfare, 
including access 
to food stamps 
and public health 
insurance. Con-
trary to the notion 
that welfare’s safe-
ty net undermines 
ambition and hard 
work—“a safety 
‘hammock,’ I’ve 
heard it called,” 
Olds says—his re-
search finds that 
public assistance 
gives would-be en-
trepreneurs the lift 
they need, in part 
by increasing their 
ability to save mon-
ey for investment. 
“Most of the evi-
dence we’ve seen so 
far says that the ef-
fects tend to be the 
largest for lower-
income people,” he 
explains. “Which 
makes sense, be-
cause they tend to 
be the most con-
strained. They’re 

the least likely to have access to credit, be-
cause they don’t have collateral.” 

But just as critically, public assistance 

reduces risk. Starting a business is inher-
ently perilous. “If you can guarantee some 
kind of a floor”—if the venture fails, “their 

kids will still have 
health insurance, 
that they’ll still be 
able to eat—then 
they’re more will-
ing to take on a 
risk. And…that’s 
very important to 
firm-creating and 
economic growth.” 

Olds, an assis-
tant professor in 
Harvard Business 
School’s entrepre-
neurial manage-
ment unit, first 
p u b l i s h e d  t h i s 
conclusion in a 
pair of 2014 work-
ing papers during 
his doctoral re-
search at Brown. 
One focused on 
the State Chil-
dren’s Health In-
surance Program 
(SCHIP), which 
provides health 
insurance to chil-
dren in moderate-
income families. 
Using U.S. Census 
Bureau data from 
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“ C o L L E C T I V E  E F F E R V E S C E N C E ”

What Makes Teams Tick

M
any of  the  most pressing issues 
of our time—climate change, 
economic inequality, human 
rights—require interdisciplin-

ary solutions. Yet facilitating collaboration 
among individuals from disparate fields can 
often be challenging. A recent study on what 
contributes to successful interdisciplinary 
work has found that the “emotional aspect” 
of such collaborations is at least as impor-
tant as their intellectual aspect.

The study, by professor of sociology Mi-
chele Lamont, lecturer on education Ve-
ronica Boix Mansilla, and Kyoko Sato, now 
a lecturer at Stanford, closely examined 
nine interdisciplinary networks funded 
by the Canadian Institute for Advanced 
Research, the MacArthur Foundation, and 
the Santa Fe Institute. These networks all 
brought together scholars from at least 
three disciplines; their research topics 
ranged from brain development to urban-

ization. Drawing on documents, observa-
tion, surveys, and interviews, the authors 
concluded that the markers of successful 
interdisciplinary collaborations include 
not just an intellectual, but also emotional 
and interactional elements, and they pro-
posed a “shared cognitive-emotional-in-
teractional platform” for evaluating such 
projects.

Lamont said the findings may appear 
counterintuitive. “Instead of thinking 
that the emotional and the interactional 
corrupt the cognitive,” as the issue has of-
ten been framed in the literature, she ex-
plained, the authors view the first two di-
mensions “as interacting with knowledge 
production and as empowering.” Success-

1992 to 2011 to compare households just 
above and below the cutoff for SCHIP, 
both before and after the program began 
in 1997, Olds found that the self-employ-
ment rate among SCHIP-eligible house-
holds rose by 23 percent versus those 
households that weren’t eligible. The rate 
of new business starts rose by 13 percent 
among households that qualified for the 
program, and the survival rate of new 
businesses rose by 8 percent. The largest 
growth was in newly incorporated busi-
nesses, many of which were substantial 
and successful enough to contribute to 
the family bank account: income from 
self-employment increased 16 percent 
relative to other wages. 

Olds’s other 2014 paper, on “Food Stamp 
Entrepreneurs,” found a similar link be-
tween business starts and eligibility for 

the Supplemental Nutrition Assistance 
Program (SNAP), which expanded in the 
mid 2000s when its requirements were 
loosened. Newly qualified households 
were 20 percent more likely to start a 
business, and the number of incorporated 
businesses rose 16 percent among those 
who were newly qualified. 

Those findings were familiar to Olds—
as a child growing up in Anchorage,  

Alaska, he lived them. Money was tight: 
his stepfather worked a steady but low-
paying job as a dental assistant, and his 
mother did a series of odd jobs, includ-
ing as a secretary and a doula; she is now 
a nurse. They lived paycheck to pay-
check. But when he was six, his parents 
launched a business, a training school 
for dental assistants, which they ran suc-
cessfully before selling it a decade later. 
“It was one of those family businesses 
where everybody pitches in,” he says. On 
Saturday mornings, the family would go 
to Costco and get muffins for the stu-
dents; in the afternoons, he and his two 
sisters would serve as mock patients so 
students could practice taking x-rays 
and fitting dental dams. 

At the time, Olds didn’t think much 
about it. “I just knew this was what we did 

on Saturdays, and this was why I couldn’t 
play with my friends.” But as he got older, 
he thought about the risk his parents had 
taken (“None of this was guaranteed,” he 
says) and the money they’d had to save. 
They didn’t take out a loan. “I started 
thinking, how did they save that money?” 
He recalled the years early on when the 
family was on food stamps and he and his 
sisters got healthcare through Medicaid.  

All that put a floor under their feet. “That 
security, having that in the back of your  
mind, changes the risks you’re willing to 
take,” he says. “And they went out on a 
limb, and it worked.” 

Olds is now investigating whether the 
effect holds for other public programs. 
One area that interests him: student-loan 
debt, which has become a crushing bur-
den. “We’re looking at whether parents 
in areas where there’s been a rising cost of 
public education are less likely to start a 
business. And we’re finding that they are, 
and the effects are pretty large.”

In a Maryland-based experiment, he is 
also offering business-training programs 
to food-stamp recipients, to find out 
whether lack of knowledge is “one of the 
big constraints” for the poor. Behind this 
question is his larger one: “Can public 
programs have an impact on entrepreneur-
ship?”

“If entrepreneurship is something we’re 
interested in supporting”—President 
Obama and many other politicians have 
talked about its importance, he notes—
“we need to know if it’s something pub-
lic policy can control. If the answer is no, 
then we should get out of that business 
and make sure the financial institutions 
work well. But if there’s something that 
isn’t being provided in the market right 
now—like cheap training or income se-
curity—then that’s something we should 
pay attention to.” vlydialyle gibson
 
gareth olds website:
www.hbs.edu/faculty/Pages/profile.
aspx?facId=738736

“If  you can guarantee entrepreneurs  
some kind of  a floor…then they’re more willing  
to take on a risk. That’s very important to  
firm-creating and economic growth.”

10      July  -  Augu st 2016

Reprinted from Harvard Magazine. For more information, contact Harvard Magazine, Inc. at 617-495-5746


