
 

 

 

  

12 Vital Questions To Ask Before 

Accepting Projects From Start-Ups 
Tomicide Solutions Newsletter, Month Year 

A Monthly Business Development Newsletter For Privately  

Held IT Companies And Independent IT Professionals 

By Tom "Bald Dog" Varjan 

http://www.varjan.com  

http://www.varjan.com/


12 Vital Questions To Ask Before Accepting Projects From Start-Ups 

Copyright 2015, Tom “Bald Dog” Varjan http://www.varjan.com  
Page 2 of 10 

Blog entry 

 

here are lots of careless criminals out there, and now a woman from British Columbia, 

Canada has joined the list too.  

A few days ago Tara Miller walked into a smoothie shop in Port Alberni, and handed a 

note to the cashier... 

“Give me all the money B4 I shoot everyone.”  

The problem was that she had forgotten to ask herself one crucial question: 

“Shall I present this demand note on a copy of my typewritten 

resume with my name and address on it or not?” 

So, pointing a toy gun at the cashier, she handed over her demand note on her resume and waited 

for her money. 

But the money didn’t come. 

The shop owner recognised that it was a toy gun and tried to deal with Tara. But after a short 

struggle,, Tara ran away and chucked the demand note into a nearby rubbish bin. 

Cops in general may not be the smartest folks on the planet, and the only character trait that 

stands head and shoulders above other traits in most RCMP (Royal Canadian Mounted Police) 

officers is insatiable thuggish appetite for violence against the general public, but they managed 

to find the note in the rubbish bin, and promptly arrested smart Tara... again. She’d already been 

arrested for shoplifting. 

I’ve mentioned this interesting story because very often IT companies fail to ask themselves 

some tough questions as to whether or not to accept start-up companies as new clients. 

As a result, many IT companies end up with losing significant amounts of money by 

unsusp0ectingly accepting dodgy start-ups as clients. 

So, this month, I share with you a few criteria you may want to consider before accepting your 

next start-up clients. 

So, let’s see what we have here... 

How Will The Client Handle Setbacks? 

Let’s face it, statistically a very high percentage of start-ups fail.  

That’s partly because the founders don’t have enough business savvy, but also because they are 

flying by the seats of their pants without any plan. 

The founders may be fine with failure because they can live happily ever after on investors’ 

money, but as a service company to a failure of a business, you may end with the short end of the 

stick. 

When the company goes down, you may still have unpaid invoices from the company, and those 

invoices are quite likely to go down with the company. 

T 
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Let’s remember that when a company goes down, the founders do everything in their power to 

channel all the money to themselves and let the corporation take the fall. 

People incorporate their businesses because they think that protects them from personal liability. 

This is different in different countries, but in Canada, good lawyers go after business owners’ 

personal assets. 

A few years ago when I was still teaching in academia, I invited a corporate lawyer to one of my 

classes to talk about some legal dos and don’ts, and he told us that some 35% of his workload is 

going after business owners’ personal assets. Business owners who took everything out of their 

companies and let their corporations sink, leaving investors, employees and suppliers high and 

dry. 

He said he loved these cases because they were relatively simple and easy. 

So, yes, you have a good chance to get your money back, but be on the safe side and demand 

personal signatures on your contracts. Don’t let your clients use the corporation’s name on your 

agreement.  

Make sure that contract is between your company and the client as a person. 

Do You Enjoy Working With Those People? 

To have a perfect client, we have to have to enjoy both the work itself and the company of 

people we’re doing the work with. I believe one factor is not enough. 

Doing proverbial latrine duty with great people is not exactly exciting. But doing interesting 

work with certifiable wankers is an even bigger disaster. 

You have to consider that this start-up exists because the owners are so eccentric that no one has 

wanted to work with them, and in desperation, they’ve started this business. 

It’s a good thing that team members professionally complement each other, but personally they 

must have of similar characters. 

For instance, put together a team half of which are non-smokers and the other half are chain 

smokers. There will be problems. 

Or put some free-spirited Europeans under a highly regulated native Canadian team leader and 

watch what happens. Most Europeans like having a pint of beer or a glass of wine with their 

lunches. Yes, even at work.  

But that will send the Canadian team leader to the brink of a heart attack because in his Big 

Brother-indoctrinated, politically correct view, it’s inappropriate. 

Anyway, this is a judgement call, but definitely match your people with the client’s people. 

Also, keep in mind that a company’s success or failure is, first and foremost, up to its people. 

With start-ups, you’re likely to work with the founder, so make sure you have a match at that 

level.  

If the founder lines up to working with you, so will the rank and file people.  
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How Does The Client Plan To Stabilise The Company? 

When I go skydiving, after stepping out of the plane, I’m stumbling for a second or two. Then I 

stabilise myself and continue my freefall until I deploy my chute. 

This is what happens to many start-ups too. Initially they stumble. And unless they have the right 

business savvy and self-esteem to deal with that instability, they go down stumbling. 

Many start-up founders believe the main reason of failure is the lack of money, but I believe it’s 

the lack of competence and confidence. Competence of knowing what to do, and confidence in 

actually doing it. 

I think this money thing has become so wide-spread because people in certain industries rather 

die than invest their own money in their own endevours, and when there is investors’ money, it’s 

easy to burn through it and then complaining that lack of money has caused the company’s 

demise. 

You can never know for sure, but you can have a gut check about how the company’s leaders 

can handle various curveballs. 

Does The Client Company Understand Its Market/Clients? 

A start-up’s success largely depends on its ability to match its products and services with the 

market. Does the market have a preconceived demand for those products and services?  

Ask the founder what they sell and to whom? 

If he can’t clearly articulate what they sell and to what market, then you’d better run before 

losing your shirt. 

Your prospective client may be making the best running shoes in the land, but if the target 

market is quadriplegics, then there is a problem. 

Let your marketing people do this research. After all, they know marketing better than you do... I 

hope. Let them do a bit of due diligence on this company, so they can advise you as to whether 

or not it’s worth investing resources to acquire that company as a client. 

Is This A Fair Company Or A Sweatshop? 

This can be a bit harder to research, but do it anyway. 

Find out how rank and file people get paid. 

Many start-ups are well-camouflaged sweatshops for young and ambitions professionals. The 

company feeds them with a steady supply of Cool-Aid and bogus bonuses, and these young 

professionals are naive enough to believe what they are told.  

Then one day the company disappears from under their feet. Some big fish buys the company, 

the owners walk away rich and the people very who made this possible walk away empty-

handed. 



12 Vital Questions To Ask Before Accepting Projects From Start-Ups 

Copyright 2015, Tom “Bald Dog” Varjan http://www.varjan.com  
Page 5 of 10 

Why ask the rank and file? 

Because in many start-ups, especially in the ones living on venture capital, founders and the 

higher-ups have the nasty tendency to grossly overpay themselves, while telling their people that 

there is no money to pay them, and they have to work for minimum wage for a few years. 

But when the company goes public, they will get huge paycheques. 

I think many start-ups have learnt a lot from non-profits where the most money goes to paying 

executives and fund solicitors, and only a tiny amount goes towards the cause. 

For instance, Kids Wish Network spends less than 2.5% of the total donations on helping kids. 

Between 2003 and 2013, Kids Wish diverted some $110 million to its founder and corporate 

solicitors. An additional $4.8 million went to the charity's founder and his own consulting firms 

advising the foundations’ owner on strategic issues. 

According to the Tampa Bay Times, Cancer Fund of America, led by James Reynolds, rakes in 

98 million, but only 0.9% goes towards the cause. 

And in an odd way, start-ups are like non-profits. Even the mentality is similar. 

Be brave and ask about what people get paid. Then you can look up the going rates for various 

professionals on monster.com or other career site and see what you find. 

If they are grossly underpaid, then there is a problem. 

Founders may tell you they get paid equity, but that’s bullshit.  

No sane business owner volunteers to give away equity, unless she is deliberately steering the 

company, after having taken her loot out of the business, towards bankruptcy. 

If the business owner is in for the long haul, she protects every shred of equity like a junkyard 

dog. 

What Happens When The Founder Goes On Vacation? 

I came across this baby a few years ago. It was a four-year old 32-person business with 

reasonable marketing and sales momentum. 

Yet, whenever the owner decided to go on vacation, he would shut the company down and lay 

everyone off for a few months. Yes, he liked going on vacation to Europe for 1-3 months. 

And after vacation, he started hiring, and training new people. Only very few of the laid-off 

people have ever returned. They went off to finding better places to work at. 

As a result, this company has always employed people that the competition has already rejected. 

For this founder, this was normal practice. He came from construction where hiring and laying 

off people on a weekly basis is a standard practice. 

And he always complained that it was impossible to find quality people. 

Then I asked him if, with this idiotic practice, he considers his company a quality employer.  

Soon after, his company died once and for all. The last time heard about him, he was back in 
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construction. 

A business is a business regardless of whether or not the owner is on vacation. If the business has 

to close while he’s away, then it’s not a business but a glorified hobby. 

Does The Company’s Business Model Make Sense? 

First let’s clarify what a business model is. 

In their book, Business Model Generation: A Handbook for Visionaries, Game Changers, and 

Challengers, authors Alexander Osterwalder and Yves Pigneur define business model as... 

“...the rationale of how an organisation creates, delivers, and 

captures value.” 

It’s also important to add Intel Big Cheese, Andy Grove’s comment to Clayton Christensen... 

“Disruptive threats come inherently not from new technology but 

from new business models.” 

It means it’s not new technology or new competitors that do you in but internal personnel or 

system problems. 

If the owner doesn’t understand how his company makes money, then the business is unlikely to 

make money on a consistent basis. But then how do you get paid? 

Can You Stand Behind This Company’s Mission? 

This section boils down to your company’s values.  

If you’re a vegan, you probably won’t accept work from a slaughterhouse, no matter how 

lucrative the project would be.  

Subconsciously, you can’t do good work for clients whose core values seriously disagree with 

yours. 

Being a blend of type A and type B
1
 person (highly organised (type a) but patient and 

collaborative (type B)), I know I have a hard time to work with pure type A
2
 people. So, I don’t 

even try. 

Once you start working with this company, no matter what happens, your name will get 

associated with it. And you may think twice before you give your name to something. 

I’ve read somewhere that former Enron employees have had a hard time to find new 

employment. The same has happened to Arthur Andersen employees too. 

                                                 
1
 Collaboration and cooperation, low stress level, steady work pace, enjoyment of both achievements and the 

journeys leading to them, creative and enjoy exploring new ideas and concepts, reflective, poor sense of time 

schedule, enjoyment of life outside work. 
2
 Competitive (not necessarily by being better than others, but by belittling and intimidating others; e.g. Donald 

Trump), highly status-conscious, workaholic, passive aggressive, hostile, know it all, rigidly organised, sensitive, 

insensitive to other people’s feeling, inconsiderate of others, truthful, bite more than they can chew, obsessed with 

time management, good at collecting credit and spreading blame. Life is all about work and more work mentality. 

http://www.people.com/people/article/0,,780940,00.html
http://www.people.com/people/article/0,,780940,00.html
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They are good people but they’re guilty by association. 

What Does The Company Sell? 

If the company sells its subject matter expertise, then your purse remains almost empty too. 

No one buys websites. Clients buy business improvements.  

No one buys security cameras. Clients buy peace of mind.  

No one buys lawyering. Clients buy quick and smooth divorces, mergers and acquisitions, 

purchases and sales of properties, etc. But not lawyering. 

When a company sells its subject matter expertise, it means it is pretty vulnerable to competition. 

It becomes a here today gone tomorrow type company. 

It also means that its founders and top dogs don’t have the required business savvy to lay the 

foundations for that company. 

Foundations like the company’s unique selling proposition (USP), market positioning, ideal 

clients, exact target market, etc. 

Since this is a start-up, the top dogs have more important things to do than find new IT providers 

for every IT problem. They want to find a good one and stay with it long-term. 

That’s why it’s so important to make sure the company is a good match for your company. 

How Is The Company Doing Financially? 

When you apply for a mortgage, you have to prove that you’re financially stable.  

So, this should be a normal expectation, whenever buyers want you to invest your company’s 

collective expertise in theirs. 

Business is supposed be a fair value exchange, which means you have to get paid for your value. 

It may be too complicated to ask your buyer to let you inspect the books for cash flow, so just 

make sure, you are paid before delivering your products or rendering your services.  

A delivered product or service is much less valuable than and a desired but still undelivered or 

service. 

Oh, and don’t give in to the net 30, 60, 90, 1,000,000 days nonsense. Payment is due at the 

moment when you present your invoice. 

What Is The Company’s Culture Like? 

For me, one red flag is that the company pays hourly wages to its people. 

It’s a guarantee that the company is staffed with efficient people (busy-looking slackers). Quality 

people in any profession are effective, which has nothing to do with the passage of time. It 

means, quality people don’t tolerate competitive(ly low) hourly wages. 
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Why? 

Because doing IT work is knowledge work in a knowledge environment. The most important 

traits of a knowledge worker can’t be measured. They only be judged and discerned.  

Knowledge work is non-linear, therefore can’t be the subject of the rhythms and cadences of an 

assembly line. It’s a reiterative process of the mind.  

There is an enormous difference between a measuring hourly wages and discerning a good 

salary. 

It’s easy to understand hourly wages. It's objective and measurable, so any HR goon can 

compare it to other professionals' wages.  

A measurement requires only a measuring stick that anyone can read.  

Judgment requires knowledge and discernment... on the top of the measurement bit. 

Very often, business owners don’t have the smarts judge and discern talents and their value, so 

they fall back to the cynic's trap of comparing hourly wages.  

And dumb business owners and top-drawer talents don’t stay together for long. 

Another point I consider is the Results Only Work Environment (ROWE). Basically, it says you 

can do your work whenever and wherever you want to, as long as it gets done on time and 

doesn’t hinder your team’s performance. 

The other point is how new team members are acquired. Are they hired by HR and then dumped 

on the department manager with a message... 

“Here is new programmer/hardware guy/etc. You take it from here.” 

Or are they recruited, auditioned and onboarded by the department manager and the other team 

members. 

Huge difference. 

Does this company understand Peter Drucker’s maxim? 

“Knowledge workers (as opposed to task workers and manual 

labourers) are volunteers who own the means of their performance, 

and whether or not they remain with any one company is totally 

volitional. Just like most investors, they will go where they can 

earn a fair economic return-measured in wages, fringe benefits, 

and other pecuniary rewards-as well as where they are well 

treated and respected, the psychological return. In the knowledge 

society, the most probable assumption for organisations - and 

certainly the assumption on which they have to conduct their 

affairs - is that they need knowledge workers far more than 

knowledge workers need them.” 

Yet another point is carrots and sticks. How people are treated. I believe in the “all carrot no 

stick” culture.  

The carrot is the financial and psychological rewards people get out of working at the company. 

As for sticks, when people start working at the company, they are notified about the 

consequences of different types of misbehaviour. 
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Then it’s up to them. Then if someone misbehaves, you don’t have to reprimand him (stick). Just 

quietly and unceremoniously terminate him and that’s it. 

People live up to the treatment they receive. So, their behaviours are in the hands of their leaders. 

All in all, is this company more like a circus or like a funeral dirge? 

How Does The Company Intend To Pay You? 

This is a big question. 

Remember, this is a start-up, therefore, statistically speaking, it has a small chance of survival.  

However it would be rather nasty to chuck this comment into the owner’s face. 

If you do a one-off project, then get 50% of the project fee upfront. 

Many IT companies are tempted to make extra money on retailing equipment.  

The problem is that you may buy all the hardware and software gear you need for the project on 

Monday, planning to mark them up and then re-selling to your client, but on Tuesday the client 

calls and cancels the project. Now you have all that newly-bought stuff. 

I suggest that you don’t become a hardware retailer.  

Write up a shopping list for your client and tell him to buy all the items on the list using his 

company’s money. 

And as a true pro, you get paid only for your people’s brainwork. 

Remember the more line items you have on your invoices, the more opportunities you give some 

anal retentive bean counter to kick up a fuss over pennies. 

But if you have a line item... 

“Design and build the information technology infrastructure for a 

wooden spoon production line at an anticipated annual revenue of 

$100 million.” 

Keep the dollar figure in the line item, so before the reader gasps about your price, he can see 

what the company gets for that money. Yes, you’re building a $100 million annual production 

capability. 

And contrary to conventional wisdom, the real value here is your people’s brainpower, not the 

purchased hardware and software. 

Now, let’s see the second 50% of your payment. 

Collect the second half around half-way the project. Never leave outstanding money to 

completion.  

The word “completion” is far too nebulous, and a project is only complete when the client says 

so. It means, you never know when you get your money. 

Leaving money to completion can also invite scope creep. Clients can withhold money until you 

do various bits and bobs of work that are not even parts of the project. 

Since start-ups are often tight on money, many of them can squeeze suppliers pretty tightly. 
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And this is when you have to push back. 

Summary 

In many ways it’s exciting to work with start-ups. People are enthusiastic and innovative, and 

that rubs off both on you and your people. 

Also, they don’t have a stable of lawyers yet to check every letter and figure on your contracts, 

so you can make pretty quick progress. 

But the drawback is that some of your start-up clients may try to use your company as a bank.  

Don’t let it happen. 

And when they make comments like... 

“When we make it big and wipe Google (or another industry leader) 

off the face of the planet, then we’ll make you obscenely rich.” 

You’d better run. Serious companies don’t make such boastful comments. Rank amateurs tend to 

do that.  

Just look at Craigslist’s job ads. Most of those miserable bastards are so poor that they can’t even 

afford to place their ads at reputable places, but they already pretend to be market leaders. 

In case of start-ups, you’re likely to talk to one of the higher-ups or even the founder of the 

company. 

Observe the leader in the person. 

Observe both character and skills. 

Character or virtue defines who we are. Skill defines what we can do. 

Character with skill is a leader. 

Character without skill is a nice person. 

Skill without character can be a minefield. Stay away or you can get your arse charred. 

In the meantime, don’t sell harder. Market smarter and your business will be better off for 

it. 

With victory on high... 
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