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[00:00] 

Chad: Hi, this is Chad, your host and founder of Product Innovation Educators where I help 

product managers become product masters. My guest has been in several software engineering 

related roles serving as product manager, director of engineering, COO, and founder. He’s 

worked for Intel, Sequent Computer Systems, Sun, Nortel, and other companies. One of his 

favorite roles is helping $5 to $10 million sized companies scale to be $50 to $100 million 

companies. 

Scaling a business, regardless of where you start, is a challenging work because the business 

tends to operate very differently each time they scale up. We talked about that more in the 

interview. His name is Mike Paschal, and in our discussion, he shares his experience, building 

and leading engineering teams and applying the three Ps of business: people, product, and 

process. We did the interview face to face in my office and the audio has just a little 

background noise at times but nothing very distracting. To get the note to discussion, go to 

theeverydayinnovator.com/059. Now, to the interview. 

Chad: Hi, Mike. Thanks for joining The Everyday Innovators today. 

Mike: You bet. Good to be here. 

Chad: So we’ve known each other for a few years now and I actually don’t remember how we 

got connected. I think it was prior through our wives and kids. 

Mike: It sounds exactly was. It was moms group. 

Chad: In a few times we’ve bumped into each other, it seems to be after you have started 

something brand new or just got done with something brand new you were doing. Those 

instances, we’re always helping a company scale and grow in a products-centered sort of way, 

right? I’ve heard you talk about it often describing, taking like the $5 to $10 million company. 

Now, we’re going to scale to the $50 to $100 million perspective. 

Mike: Correct. That tends to be where I’ve spent most of my time in the last few years. 

Chad: Okay. And I’m sure there are a lot of listeners that would like to be in this situation, right, 

so half of this scale. And those are completely different perspectives. Those companies feel very 

different, right? 

Mike: Very. 

Chad: Let’s start with the beginning. First, how did you get into product roles from the very 

beginning? Your background is engineering. 
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Mike: Yes, it is. Yeah. I have a pure science degree from a million years ago, and I came out and 

started programming like most people get a job programming, and I was the same way. I was at 

my second job out of school. So, they have our laboratories and we were working on building 

blood instruments.  

Chad: Building what? 

Mike: Blood analyzers, sorry. 

Chad: And what are those? 

Mike: Blood analyzers. 

Chad: Oh, blood, okay. I’m with you. 

Mike: So my part of the project was pretty simple compared to some of the other more 

technically complicated places. 

[03:05] 

I left the room for a moment. When I came back, I found out that I’d been elected to project 

leader because they wanted -- the other software engineers wanted someone to interact with 

the rest of the organization. 

Chad: And none of them wanted to do it. 

Mike: None of them wanted to do it and I figured I’d be stupid enough to agree, which I was. 

Chad: Well, you weren’t there to defend yourself, so you got volunteered. 

Mike: Exactly. So I got volunteered. And what I discovered is that I kind of had a niche for 

getting people to put their ideas on the table and to come together and to work together. And 

a very simple technique that I used is called curiosity. I was just interested, “Oh, that’s an 

interesting idea. Where did that come from? I wouldn’t have thought to do it that way. Why did 

you think of this? Why did you think of that?” 

So years later in my career, I became an engineering manager, development manager in the 

operating systems at hardware companies. And then about 15, 20 years ago, I started in the 

software industry in a company called Clarify, and I helped Clarify. That was really the first place 

where I saw an organization going through a transition. They were a lot bigger at that time but 

they still had a situation where the question would be, “How do we do such and such?” And the 

answer would be, “Joe knows that” as opposed to “Here’s the systemic way that we do 

something.” 
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We had to get the organization to sort of get rid of the last vestiges of being a personality 

driven culture and start to really be process-driven. 

Chad: How large was Clarify? 

Mike: Clarify was about $100 million company at that point. It had grown quite a bit in the 

1990s and was very successful. And it still largely had most of the first 20 engineers. Most 

companies that get started, whether successful or not, but most of them, you get a handful of 

people who really have good domain knowledge, hopefully, have really good skill as 

programmers, as testers, as hardware designers or whatever. 

But they have sort of almost an organic ability to marry those two skills. I understand what to 

build. I understand how to build it. And as you get big, the early founders can only work 24 

hours a day, anyone who started the company, and I have, I know. I learned that lesson a hard 

way like most people do. 

So, what happens is as we started to look at engineering process that was out there, we started 

to put in some basic process. And that helped the product people, the product management 

people and helped the engineering development people start to have a common language to 

be able to attack a problem instead of attack each other, because sometimes, people get 

frustrated they have a lot of passion and it gets really personal. Plus, product management 

people sometimes view the world very differently than engineers. So by the time you put those 

two perspectives together in a way that’s a little bit of a lightweight process, it works pretty 

well. 

[06:03] 

Now, what we didn’t know at the time, because this was before all the agile books were 

written, is we were basically doing the agile process. And a lot of people around the world kind 

of invented something or came to something that’s very much like the agile process, and it’s 

the document these days. 

Chad: Yeah. I think many of us were right into the problems that agile came along and 

answered it in a formal way. And with refining solutions before, we just had the ability to call it 

agile, right? 

Mike: Yeah, exactly. I mean you may have the same experience. When I read the agile book 10, 

12 years ago, I remember thinking, “So that’s what this is called.” 

Chad: Exactly. 

Mike: So that’s what I’ve been doing. 
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Chad: Yeah. It was ten years before that, we were doing standup sort of meetings and weekly 

demos and things that later I went, “Oh, now I have a framework, okay.” 

Mike: So when I was at Clarify, Clarify went through the tumultuous ride at the software 

industry of 1989 through 2002 like we all did. 

Chad: Yeah, the dot com bubble. We lost lots in tech companies. 

Mike: The big dot com bubble, yeah. In Clarify, we had sold ourselves to Nortel Networks. 

Nortel Networks got themselves into trouble and sold us to a software company from Israel 

called MBlox. And I was doing okay there. I wasn’t unhappy but I was largely at a point in the 

company where for my career to progress, I was unlikely to do that in the United States. 

So I had a friend call up and said, “Hey, I know somebody who’s looking for somebody who 

does this and that and the other thing, usual way that you find things.” And I went to work for a 

little software company called Navis, and what Navis did, and still does because they still do 

this, is they built logistic software for the container thermal industry. What the founders of that 

company had done, these were two guys that had Naval Engineering PhDs, and they created 

the concept of planning how you move containers off and on ships in and out of the yard. 

They automated that process. They came up with a very great product in about 1988 and they 

sold it to every port in the world, not literally, but they got about two-thirds of the ports in the 

world who are running their ports on the software, and they were about $15 million company. 

And the founders, the two guys who’d started it, were doing everything. They were the ones 

traveling all over the world doing these implementations. They were the ones trying to run the 

company back in Oakland, California. 

What they decided to do in about ’96, ’97 is they sold half the company to an outside VC firm, 

and that VC firm came in and brought in a management team, and I was the engineer. I’ve 

always called myself sort of the technical executive. I had the engineering organization, the 

service organization, the services organization, the IT organization, and that sort of thing. And I 

was very lucky to work for a guy named John Dillon, and John was one of the founders of 

Salesforce. In fact, John was the first CEO of Salesforce. 

[09:01] 

And then Benioff and he had a very amicable parting of the ways. John was sort of there to kind 

of help Marc figure out how to run companies because Marc was pretty early in his career at 

that point. So John Dillon was at Navis and he hired me there. And this was a company that had 

a really good -- we had several issues hitting us all at once. One was that we had largely 

exhausted the market. There’s only that many ports in the world. 

Chad: Two-thirds, you’re pretty saturated for just about any industry. 
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Mike: Two-thirds we’re pretty saturated, yeah exactly, that’s exactly what happened. So we 

needed to figure out how do we take the core product and repurpose it elsewhere. And we 

also, at the same time, needed to come up with other products that we could go back and do 

our core market and had full class of business school stuff, I’m sure. 

Chad: Right. But either way, figure out new products we can sell our current market or we find 

a new market that we can sell our products. 

Mike: So we took a shot trying to do both of those things. And at the same time, like I said, the 

founders that kind of maxed out on what they could do and the company we had grown 

enough that we really needed to start to introduce what we call “process rigor and discipline,” 

which was a way of just saying, “Let’s be a little more methodical about how we do think. Let’s 

organize things. Let’s go from the point where there are three guys who do everything to the 

point to where there’s actually department where all they do is customer support and there’s a 

department that all they do is QA the products and there’s a department that all they do is 

develop the products,” that sort of thing. 

Chad: Yeah. Let me dive into this a little bit. I wish I could remember who the interview actually 

was from. I’m pretty sure it was from the founder of Twitter but I could be wrong, but he’s 

talking about one of his mentors and it was Jeff Bezos at Amazon. And the advice he gave on 

how companies change as it gets larger, and it in multiples of 3 and 10 – when companies get 3 

times and 10 times bigger.  Companies often are founded with two or three people. Three 

people get together and they’d start up a company. 

I’ve been in that environment. And then once you get it to nine (3 times larger) or so, it’s 

actually a different company because there’s more people involved -- there’s only six or more 

people but the communications all of a sudden got so much more complicated. 

Mike: That’s right. 

Chad: And then when you get to 30, well now, it’s a real small business. And when you get to 

100, at that point, the pain is starting to become evident that if you don’t have some processes 

in place, things aren’t getting done that should get done and you’re getting in situations where 

you get in trouble. But then when you go to the next level, the 300 size, the 1000 size, and 

you’re scaling up, each one of these three and ten increments really changes the structure and 

the feel of the company in what you need. 

[12:00] 

I thought when you used the terms “adding process rigor and discipline,” some listeners might 

be thinking, “Oh, that’s the last thing that we need.” But there’s this pain here as you grow that 

makes any alternatives not realistic. 
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Mike: What I found to be the trick there is that you have to sort of explain to the people, 

especially people who have been your franchise partners, the guys that have been there 

forever -- 

Chad: Yeah, and they don’t really want it to feel different. They like the way it used to be. 

Mike: It’s interesting because I found people who were that, they liked being the guy who do 

everything. They liked being the hero that got called at 3:00 in the morning, that sort of thing. 

But most people, especially engineers, most engineers, you can make the logical argument, but 

then you have to kind of overcome their fear of change. You have be able to introduce these 

changes in a way that’s not going to turn people off, because the worst thing you can do to a 

small company is turn off the brain trust because software is a talent business. It’s totally 

dependent on the people, being engaged and being willing and able to work together. 

I always kind of liked one of the stories from FDR, which was when Franklin Roosevelt became 

president, in his first inaugural address, one of the most famous things that people remember 

is, “The only thing we have to fear is fear in itself.” But he said something that I think that was 

even more profound in a way. He said, “It’s a common sense to take a method and try it. If it 

fails, admit it frankly and try another. But above all, try something.” 

And the trick is to get people in a place where that’s their attitude. “Well, okay, what we used 

to do, I can see how that’s stopping. It’s no longer going to work for us. We’ve stole it out. I can 

only work 24 hours a day. I’d like to have some balance in my life.” For some reason, you can 

usually pretty easily convince people there’s a problem that needs to be solved. The trick is in 

your attitude about how you bring those people alone. And if you have the attitude like FDR 

said that, “Hey, we’re going to try some things. If none of these things are going to work, but 

we’re going to try to get better and here are the things we’re going to try and what do you 

think?” 

When I was at Sun Microsystems, I worked for Rich Green. And Rich taught me one incredibly 

important lesson. He said, “Mike, people on your staff are smart. You’re a smart guy, they’re 

smart guy. You’re not the smartest guy. There’d still be students here. Everybody is a nice 

student in this industry. But you got to get them all going in the right direction. You have to get 

them all in the same page.” 

So a trick that I learned was I would let the discussion progress for a while and then I would end 

it by saying, “Okay, here’s the idea and let’s summarize it. Does anybody have a better idea?” 

And then when no one can come up with a better idea, the discussion tends to be over and 

then you pick that and you go with it. 

[15:03] 
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So if you start out with the attitude that, “Hey, we’re going to try some things, some are going 

to work, some are going to not work and I want to hear your ideas. I don’t want to tell you what 

your ideas are. I want you to tell me what your good idea is.” Then you can get people to start 

collaborating. I want you to get people starting to collaborate and the sky is the limit as to what 

you can do. 

Another trick that I did kind of by accident, years ago when I was at Sequent Computer 

Systems, I had taken over a department that was building really technical operating system 

software. And I understood it, but by no means, was I an expert in this stuff. And I had three or 

four guys on my staff who had been building distributed clustered operating systems for 10 or 

20 years. In fact, two of the guys, who originally invented the technology at DEC (Digital 

Equipment Company), worked for me. And of course, if you get four sharp technical guys in the 

room, you’re pretty quickly going to learn that you have six different ideas on how we had to do 

something. 

Chad: Yeah, a minimum of four. 

Mike: A minimum of four. 

Chad: Probably a couple from each of them at least. 

Mike: So I would throw my ideas out on the table as well, and my ideas were probably the least 

baked and probably the worse ones. And the guys in the room were kind of almost feeling sorry 

for me because my ideas were so poorly baked that they would start attacking my idea. And 

then the next thing you know, there were gems of the right idea in what I came up with and 

then this guy would build on it, and then she would build on it and he would build on it. The 

next thing you know, I’ve got them collaborating. 

And I realized I knew that I needed to get this team of people to collaborate. I knew that I 

wasn’t going to be the technically sharpest guy in the room. And then as I was watching this 

happen, I was thinking, “This was actually a pretty smart technique.” Put your idea on the table. 

Show your willingness to have your ideas be butchered if necessary, and don’t keep your ego in 

it. Just say, “Okay. Here’s an idea. What do you think of this?” And when you have that attitude, 

then people start to relax and they start to get into it. True collaboration happens and the next 

thing you know, you’ve got the teams building an innovative product. 

Chad: Right. The same approach works for me in trying to decide where to go for lunch. They 

say, “Where do you want to go? Oh, I don’t care.” And they spend this awhile just figuring out 

getting through that “I don’t cares.” But instead, if you throw something on the table that you 

know people doesn’t really want to do like, “Where do you want to go for lunch?” “I don’t 

know --” 
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Mike: Or we can go to such and such. 

Chad: Yeah. “I’m going to McDonald’s for a while.” “Oh, I can’t go to McDonald’s,” right? You’re 

actually getting people moving forward. And maybe I don’t mean to say that your ideas were 

that bad, that they were fast food level. 

Mike: Someone probably was. 

Chad: But it can be anything. You just give at least people something to start poking at and 

thinking about. 

[17:58] 

Mike: That’s exactly it. So what I learned at Navis was I kind of took a page out of Stephen 

Covey. One of his seven habits was “Seek first to understand than to be understood.” I went in 

and started asking people, “So you’ve been here a long time? Tell me how it’s going. Tell me 

what we do well. Tell me what we don’t do well.” At the time I joined Navis, Jim Collins had 

recently written his book “Good to Great.” In fact, when I came to work for John, I said, “What 

should I do to prepare for this assignment, for this new job?” And he handed me a copy of 

Good to Great and he said, “Read that. And then when you’re done reading it, read it again and 

become ready to do what they said.” What he found that these great companies did, “We’re 

going to do some of that here.” 

So the key lesson I learned at Navis was you really want to kind of confront the brutal facts. You 

want to be honest. This is the thing that great companies do is that you’re honest about what 

you’re good at, you’re honest about what you’re not good at, you’re honest about where you 

sit in the market, you’re honest about the product defects you have, you’re honest about what 

works well or doesn’t work well in your support process, you’re honest about how you’re 

having this relationship with your customer. 

You’re being honest about what’s really in your sales forecast, how many sales forecast that we 

heard that didn’t survive much poking because the sales guy really needed it to be true for him 

to make his quote up. You create an environment where you really do confront the brutal facts, 

and it’s okay, not only is it okay, it’s necessary and it’s rewarded when people do that, when 

you have an honest discussion of where you are in your situation, where you are in your 

business, where your product is, when you’re really going to get it done, where your 

uncertainty is. 

The other thing that we learned there is you have to develop a language on how to deal with 

uncertainty. No one’s crystal ball is perfectly clear, especially in the software industry. And 

especially these days, these product cycles have gotten very short and you really do need to 
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respond quickly with things. Being able and being willing to talk about how unsure you are. “My 

best guess is this, but it’s only my best guess.” 

And so you start to use some of that language that helps people start to get comfortable with 

the uncertainty of business, and that creates a place where people are willing and able to 

collaborate. And again, when you collaborate, the next thing you know, you get innovative 

products. And it sounds kind of simple the way I’m laying it out but it came in a way really is 

that simple. 

Chad: But these are big organizational issues. This issue one of letting problems roll uphill to 

management and being transparent about what the issues are. That’s how we figure out what 

needs to get worked on and what needs to get fixed. 

[21:09] 

Mike: Yes, it is. 

Chad: With the focus on, how do we 10x a company, scaling from the 10 to 100 million? What 

are the key barriers that you’ve run into that you’ve pushed through? Like that’s one, just 

having the organization be transparent about information and having people not be fearful 

about reporting problems. 

Mike: Yeah, that’s one. Another one is there has to be some luck and there has to be a 

willingness and ability to do something differently. So, one of the other lessons that Jim Collins 

came up with in Good to Great was the idea, the hedgehog concept. And that was, you figure 

out what your passion about doing, figuring out what you could be best in the world at, and 

figure out, hopefully, one of those things makes you money. Try to think of the set of those 

three sets and see where they overlap and set that as your target as the thing to go for. 

I worked for a company that one of the transitions that I’ve seen happened is trying to decide if 

you’re a product company or if you’re a services company. I’ve dealt with that in the past. Are 

we providing a service for people? And are we providing value because of our knowledge and 

our helping do it for them? Or are we giving people a product tool that they can use to do the 

thing that we’re trying to sell? And being honest about, “Is there really a service opportunity 

there?” as well as, “Is there really a product opportunity there?” 

When I was at Configuresoft, Configuresoft made great, and still does, configuration 

management software. Software that you can use to run on your computers to make sure 

they’re in compliance with policies. 

When I joined Configuresoft, it was about a, I would say it’s about a $20, $25 million company, 

and at the time when the systems management industry was consolidating. So we had to step 

back and figure out, “Can we really last as an independent one product company? Or do we 
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want to try to figure out a way to sell ourselves to someone else?” And I remember we had an 

executive offsite where we really kind of struggled with that question. What do we really get 

at? Well, this is what we really get at. Is that a product or is that a service? Do people really get 

value out of this because we’re doing it for them or because we’re getting in the tool? We had 

to figure that out. Then we had to struggle with the, “Well, what other ideas do we have that 

could build this business?” 

[24:00] 

So, here were some ideas that we had on the table. And we honestly take a look at, “Do we 

have the resources to do that? What’s the competitive landscape look like? Who are we really 

going to be up against?” And we largely made the decision that the smart play for us was to be 

acquired. 

Part of the challenge that you have, especially you have if you’re an executive of a company, is 

that the needs and goals and aspirations of your board may not be in line with your employees. 

That was a case where I think that organization is still here in Colorado Springs. We sold at 

DMC. DMC shifted it into VMware. And a large group of people who had been at that business 

for ten years or more are still there here in Colorado Springs working at it. And I think for them, 

they’re happy to be doing what they’re doing. They like doing what they’re doing. 

The investors in that case had some aspirations when they started the company of how much 

money they were going to make and when they were going to make it. For them to be happy 

and satisfied, they needed to sell the company, and that was part of facing the brutal facts is 

that we have a board that’s ready to move on and do something else with the asset. It’s 

something that you have to kind of reconcile with what’s going to work well for your customers 

and what’s going to work well for your people. 

Being very clear on what your exit strategy is and having an executive team that’s in line with 

the shareholders is key, and that doesn’t always happen, and that doesn’t always happen 

without some pain. So we had to pay some attention to that to Configuresoft to get us an 

alignment, and once we did, we were able to then direct an effort towards getting EMC as an 

OEM customer. When we get EMC as the OEM customer, then a lot of our product -- 

Chad: So you picked the likely target for acquisition. 

Mike: We did. 

Chad: You said, “Let’s go work with the EMC.” 

Mike: Who else is out there and there were other system management companies that we 

talked to who approached us. But EMC had a definite hole in the product. They had an 

organization that our people were very compatible with. One of the things about EMC is it’s 
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largely built on acquisition. So most of the people that we talked to there had been through this 

process personally and they had a pretty good idea to kind of soften the blow for people and so 

and so forth. 

Its transitions go. It was pretty clean. I’ve been through other transitions at companies I won’t 

name where we were bought for the technology. And my last act before I lost my job was to lay 

off half of the company. That’s not nearly as satisfying as one where you’ve done well for your 

people, as well as you’ve done well for the investors. And hopefully, if you do both of those 

things, you’re going to do well for customers. 

[27:00] 

Chad: Another barrier as we were talking, I’m not sure if you alluded to or I just heard it. I think 

this is a barrier, which is the notion of taking action on new products. So, to scale to be a 10x 

company from where you are now, as you said earlier, you’re either selling new products to 

your customers or you’re pursuing new markets with resisting products or doing some or both. 

And a barrier that gets developed along the way is some kind of risk culture that gets set in 

resisting, going after those new products. Is that another barrier from your experience or not? 

Mike: Yeah. I have seen that in all fairness, since I’m not here to defend themselves, I won’t 

mention the companies. But what tend to happen is that organizations who are really good at 

X, they tend to optimize their organization around people who are really good at X. So just 

because you’re good at X, you may not be good at Y, you may not be good at Z. But more 

importantly, you may not be good at figuring out what Y is and figuring out what Z is. 

So one of those barriers that’s very real that you mentioned is that you have to, as leaders in 

the organization, you have to create an environment where no idea is crazy, and when people 

come up and say, “Here’s something that we can do. Here’s a real problem that I’ve heard a 

customer describe that he had.” “Oh, guess what. I heard another customer, two or three 

customers --” you connect the dots and then once you’ve done that, then you have the ability 

to start defining what the opportunity is and you go create your opportunity. 

Chad: And one important element in that is that you’re listening to your customers. And one 

thing that happens as companies get to these larger sizes, they become more enclosed looking 

internally, and they get out in touch sometimes with their customers, especially at the senior 

levels, the higher management levels. 

Mike: When I was at, and I will pick on this company because it’s no longer with us, Sun 

Microsystems. Sun came up with some phenomenal technology. They brought us jobs. It’s one 

of the last things that they did. When I was at Sun, it struck me that most of the conversation, I 

was a director at Sun, and most of the conversation between the directors and the vice 

presidents at Sun was completely internal facing. 
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Very rarely did we hear discussion of what our customers needed. I was there at the time that 

Intel and Intel-based Windows Servers largely took over a huge part of that market. And we 

didn’t spend a lot of our time. We didn’t spend as much of our time focusing on them as the 

real front door existence as we did on figuring out how we were going to outmaneuver our 

sister organization within the company. 

[30:06] 

Frankly, one of the main reasons I left Sun is because I didn’t see how Sun was going to be 

around for a long haul, given how internally focused and how instrumental they were. So it 

really kind of came as no surprise. A few years later, they sold themselves for a nickel on the 

dollar to Oracle. And then that’s really a shame that a great technology company -- 

Chad: Unfortunately, there are too many examples and there are companies that I talk to 

occasionally that are headed the same direction, large global brands that we know that they’re 

out of touch with the audience in the marketplaces. Let’s make this a little more positive then. 

So we identified the barriers on. I’ve heard you talk about the three Ps actually transform in the 

organization. So let’s put this in kind of the generic context of you showing up at a company 

that’s say $10 million being put in a charge of product and you’re there to help the executive 

team turn this into $100 million company. Where do you start and where do you go through? 

Mike: You know, when I went to Configuresoft several years ago, I was lucky in my timing 

because I showed up in, I want to say it was something like August, and they have the next 

release of the product suite coming out on October. So I said, “I’m just going to observe. I’m 

going to learn. I’m going to ask. I’m going to meet with people. I’m going to get their 

perspectives. I’m just going to observe what’s going on unless there’s an emergency because 

occasionally, there were a couple of those. I’m not going to take any action for a couple of 

months.” 

So I was able to observe. I was able to sort of figure out who was good at what. One of the 

things that a former boss of mine who had been trained as a manager at Hewlett Packard, he 

introduced this concept to me and the three Ps: people, product, and process. And his 

observation, which I’d share 100%, is that you have to get the people right. You have to have 

the right people in the right places. And then you have to focus on product. By focusing on 

product, I mean you have to build the right products. 

If you use the best process in the world to build a product that nobody wants, you still lose. And 

so after you get the product defined then you can focus on coming up with a good agile process 

and so and so forth. And along the way in those first couple of months, I observed, here are the 

people that we have, here’s my assessment of how they’re doing. I talk to fellow executives 
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what’s their assessment of it. The board was still close enough to the action at Configuresoft 

that some of them had good insight in the individuals, and so I asked about that. 

[33:00] 

And then based on that, we looked at what the product and services offer and it’s needed to be 

to sort of get us to that next level and what are the new ideas were and where the uncertainty 

in those new ideas were. And then based on that, I took that to the board and the board came 

back and validated what I said was in line with what they had seen. So I wasn’t completely crazy 

or we were all crazy together. I’m not sure which. But from that, we sort of had a high level plan 

and a direction and approach. 

And then in parallel, the process part, I find -- well, I think the people part and the product part 

kind of almost has to be top down in the approach. I don’t mean that top down in the sense 

that the vice president tells you the answer or that the CEO tells you the answer. But you kind 

of have to have a holistic view of what you want to try to do and you have to have a good 

holistic view in the organization that can get you there. 

But process, in my experience, works best when it’s developed the opposite way, when it’s 

developed bottoms up. When you ask the people who are really doing the work, how are we 

going to do this? So when I was at Configuresoft, agile was the new hot buzz word and 

everyone was trying to figure out how to develop agile. So we all got out and read the book. 

I’ve done the assessment of who I thought was really here, who I felt was good, who had their 

head in the game, who was really a key player, and I created a process team. And I sat on the 

process team but I’m not sure of the process team, and I basically said, “Okay. Let’s all go read 

the agile book.” We did. “Now, let’s talk about how are we going to do agile here. How would 

we get from where we are? How will we transform this blub of code that really, it touches 

something over here, it changes something over there, and it’s not very much learned? How do 

we start to tease that apart? How do we break it apart? How do we get independent teams that 

can be self-directed to develop there and to own their piece of the product portfolio?” 

So I let the process team, I let the people who are experts in this tell me the answer, because 

when I came in, you know, when you come in to a new opportunity like this -- I’m a smart guy 

and I’ve been successful and I have some good general techniques that I’ve successfully applied 

across lots of different markets, but I’m certainly not going to be the expert in these markets, 

certainly not they want. 

And so the trick is finding the people who really are. And a lot of times, what I found is that the 

problem children in the organization sometimes are the people that really have some gems, 

because what happens is, you know, we’re computer science people. We were not the most 

social and the most as a rule, and we definitely weren’t necessarily taught how to handle 
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conflict well. So you get a really smart guy who’s got an idea who gets really frustrated but he’s 

very passionate about it and he may act out on that in ways that are not really ideal and they 

can get labeled a problem child. 

[36:08] 

But I found that when you kind of listen to some of these people, sometimes there’s a real gem 

there. There’s a really good idea. There’s an idea they’ve really synthesized the requirements of 

the customer. They see what’s going on. They’ve got clever ideas that they’ve come up with. 

They’d figured out clever ways to use new technologies. Those are the people that you can start 

to kind of build a really good plan around. And the trick is to kind of -- I have a friend and 

coworker who said that we all kind of have threat syndrome in this industry. 

You show them and you lead by example. Here’s a way to get your idea across a little bit better. 

And again, you get people starting to collaborate and you get teams to start to work. And if you 

can kind of break it down, you can figure out what the opportunities are, but you also have to 

be lucky. You have to come up with the right idea at the right time. The right time is not just 

from what’s happening externally from a market point of view but you have to have established 

the right conditions internally. 

You have to create a culture where people are willing to be focused on the thing they’re doing 

today, but they also have to be willing to question that what they’re doing today is right. Once 

you do that, then you can successfully start to launch that second and third and fourth 

business. The other thing you have to do as a leader, and this is very hard, it took me a while to 

learn this lesson, is you have to give up control. 

You can’t have an executive team who’s trying to act as the project team or the agile team. You 

have to really constitute a team and you have to let that team go figure it out, because if you 

spend your time as an executive in the companies that are making this transition, if you’re 

spending your time helping team number one all the time, you’re not going to figure out how 

to launch team number two and you’re not going to make team number three successful. 

So that’s a lesson for -- executives who were very successful at the maybe $5 million sized 

company are not necessarily the executives that are going to be successful at the $20 or the 

$50 or the $100 million level because you have to learn to delegate and you have to let go of 

control. 

Chad: And that’s uncomfortable for a lot of people. So, if we’re in a startup environment, 

founder came in typically with the idea that created the startup in the first place, and they’re 

seen as the ideal person, right? And that’s what they’re comfortable in. And they took -- I don’t 

want to say typically often but at least from personal experience, they don’t always scale. 
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They’re not the ones that can take the company from the $5 to $10 up and 10x it because 

they’re too close to doing the work themselves. 

[39:02] 

Mike: So I had an idea a few years ago. In fact, you helped me with this. You may not remember 

this, but remember I was going to build a product configurator for customer homes. 

Chad: I did, I do remember this. 

Mike: In fact, you found me my lead customer. 

Chad: And this was a moment when we were talking about, “Oh, this is a kindred spirit because 

you had been through one success and you were just kind of waiting for the next company to 

come along that you’re going to help.” And you get time on your hands, and I love that you 

looked around and said, “Well, I think I could build a CRM solution for --” like for instance, what 

you’re having at the time was getting a customer home built. 

Mike: Yup. 

Chad: You’re trying to solve a problem that you’re experiencing in the construction industry.  

Mike: Unfortunately, my timing was horrendous because I came up with the right idea just as 

the housing market crash. So, that one didn’t go very far. 

Chad: Outside of your control. 

Mike: But I remember, I had that idea and I pinched it to -- again, this was John Dillon, the CEO 

who I’d worked for at Navis. I called him on and I said, “I got this idea. What do you think of this 

idea?” And we talked for a few minutes about, “Oh, that’s a good idea, this or that.” And we 

talked a little bit about how we’d approach the market and all this. And then he looked at me 

and he says, “Mike, I have one question for you.” I go, “What’s that?” He says, “Are you willing 

to hire a CEO?” I say, “What do you mean?” He says, “Well, Mike, you’re a great EVP of 

products but you’re not a CEO. And are you willing to hire someone else to run the business for 

you?” 

I said to him, “I’d never thought about that.” So I sat there for a minute and I said, “Well, yeah, 

because I’d still be the owner of the company. You’re one of the owners of the company. I’d 

still sit on the board, so why would I try to do a job I’m not necessarily great at when there’s 

plenty of work to do in the job I have been great at?” And I said, “Yeah, sure, I’d hire a CEO.” 

And he says, “Mike, you’d be surprised how many people I’d talked to who really can’t agree to 

that. They can’t give up that control. It has to be their baby.” 
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That’s part of what makes early entrepreneurs really successful is because they had a great 

idea. They had a single-driven focus to getting that idea accomplished, but like you said before, 

they don’t necessarily scale, and that’s part of what the board has to be willing to handle if 

they’re going to be successful and make that transition. And the early employees have to figure 

that out. 

What was that a company wants where one of the early employees was a genius on the first 

product line, and he was used to being the company genius, and he had to figure out how to 

transition into being product one genius of a product portfolio? And we got him through that, 

and the main way was to just remind him what his true core value is. “Here’s what you’re really 

good at. Here’s why it’s valuable to the company.” But all of us had companies grow. 

[41:59] 

You know, when you’re a 10-person company, you are a 10% of that company. You have an 

amazing ability to impact from good and bad the success of that company. When you’re a 1000-

person company, you personally are one-tenth of 1% of the company and your individual 

impact is going to diminish. Now, if you’ve grown in a career, if you became the VP of 

marketing, say, and you and your organization now have the ability to leverage the outcome 

like you used to do personally, that’s one path that works for a lot of people. A lot of people do 

scale and a lot of people do grow. 

Chad: They have influence to the position but they don’t have the same span of control that 

they had when they were one in ten. 

Mike: That’s exactly right. 

Chad: It’s a big difference. I hope innovators listening, there’s an aspect here, whatever size of 

organization you’re in, as the company itself is growing, the individuals are also growing, the 

individuals have to change themselves. 

We’re poking on a very real problem through a startup which is -- the people that start it, they 

don’t know what that company is going to feel like, be like when it’s a 30% or 100% company. 

And they have to evolve themselves. And that’s true for any size company wherever you are. If 

it’s growing, you’re changing along with the company too. 

Mike: So as a leader in such an organization, you have to be aware of that reality and you have 

to proactively communicate that to people, and you have to let people know it’s okay to be 

unsettled. This is an unsettled change for the company. Going through this kind of transition is 

not easy. This is why an awful lot of companies don’t make this transition. 

http://theeverydayinnovator.com/


17 

TEI 059: Leading Product Teams and Scaling A Business  
Host: Chad McAllister, PhD 

Guest: Mike Paschal 

 

The Everyday Innovator Podcast – www.TheEverydayInnovator.com 

Chad: One of my colleagues, Dr. John Latham, he’s done some really good research on 

companies that had transformed themselves to higher level performance, the Good to Great 

sort of thing, originally along the lines of the Baldrige Quality Award. 

Mike: Yeah, sure. 

Chad: So these were the people who championed the Baldrige Quality Award effort and then 

let their group or organization to transform to reach that higher level of performance and win 

the quality work. And in doing that, he found that down the line, they all identified with their 

personal journey too. It wasn’t just the organization is transforming. It was how they transform 

as a leader through it, right? It’s actually awesome. 

Mike: Yup. What’s interesting is that the last thing I did about five years ago of a friend of mine 

here locally in Greenwood Village, he and I started a company, and it was a classic startup. 

There were three or four of us and then I think it was up to about size six or seven at the time 

we sold the company. I hear exactly what you’re saying because I’d spent most of my career 

sort of at the second or third tier of company. 

[45:10] 

And here was a time in my career where I was starting one from scratch and I’ve had to go 

through that exact same transformation, and I’ve had to learn how to give up control. I’ve had 

to learn how, the company that bought us, how to really transfer the understanding of the 

asset, the value of the asset, the power of the asset, and little bits and pieces of how it works to 

let them take it to the next level. It’s almost like you have to let your kid graduate and move on. 

As parents, that’s not an easy thing to do, but it’s what we got to do. You got to let it go. 

Chad: So as you talk through the three Ps: people, product, and process, let me just poke on 

people a little bit. So when you got to Configuresoft a couple of months looking around trying 

to size up their organization and who was doing what, it seems like we run into two issues, and 

correct me if I’m wrong. 

One issue is we have the person doing the wrong job. So they’re in the wrong role, not the role 

that they can really excel in. Or at times, we just run into a law and we don’t have the role for 

that person. The person isn’t a fit for the organization, either culturally or roles available. We 

should deal with that, right? So, what’s your advice on those issues? 

Mike: That’s a really good point. Let me go back to Navis again. And this is typical of companies 

that I’ve seen, especially in small companies, it’s very personal and it becomes a family, and 

these are people that you’ve successfully want some battles with. And what John Dillon forced 

the founders to do was to take a hard look at the organization, and based on where we were 

trying to take the company, who really belongs here and who doesn’t. Like most small 
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companies, you don’t have a lot of extra money to just have people hanging around who are 

really not in line with where you’re trying to go. 

So we had to lay off about 10% of the company to free up the resources to be able to turn the 

ship in the direction we wanted to go. My advice for when you have to do that is first of all be 

honest about it. Do a deliberative process but don’t take forever at it. And when you have to 

make a change of that sort, get it done. What we did is we got their -- well, when I was hired, 

because I was the last member of that management team that was hired, I was hired on a 

Monday. A Thursday week later, we let go of 10% of the company. 

[48:01] 

So this had been started. Most the people that were let go were in my organization because in 

small companies, the technical organization tends to be the largest one. So, most people just 

work for me. And I facilitated the process but I had no experience with anyone, so I had to take 

the word for the people that were there. The worst thing you can do is draw this out. The 

absolute worst thing you can do is have, you know, one guy loses his job this week, and then 

two weeks later, another guy loses his job. Then what happens is it creates a very toxic culture. 

Chad: It’s terribly demoralizing. 

Mike: It’s incredibly demoralizing. So everybody is sitting around waiting for this, “Oh my God.” 

Chad: I’ve seen massively large companies do it that way, and in the process, you lose your 

brain trust, because the very best people are going to see this going on going, “I don’t want to 

work here if this is how we’re treated.” And the best people don’t have trouble finding jobs. So 

through that process, I think the managers are hoping for attrition to take place, but the 

attrition you get is you lose the best people. 

Mike: It’s not the attrition you want, yeah. Yeah. So my advice would be when you find yourself 

in that situation, both when you’re trying to make this transition and you’re having an honest 

conversation about who fits and who doesn’t, try to bushel that up and have one event to the 

extent that you can. 

When I was at Navis, we were letting -- because it’s very confusing to the people. This is a 

company where no one had ever been laid off. They were seeing and sensing that a lot of 

change was happening because a lot of new people were coming in. “I don’t know what Mike 

does but he sits in the corner office, so he must be the vice president or he must be somebody 

important.” 

So you can’t communicate enough through this process. We used to have, about once a month, 

we had a complete company meeting, and it was a couple of hours. And one of the things we 

would do is we would ask -- when you’re new, when you come in and when you just start to 
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develop trust with the people, you know who’s really engaged and you kind of has a sense of 

what you’re trying to do. And I would go to these people and I would say, “Okay. Let’s talk 

about what are the five things that people really want to know but are afraid to ask.” 

When we get to the Q&A period, if no one asks -- so we would identify ahead of time, here are 

the five questions. If no one asks that question ahead of time, Chad, I want you to be sure to 

ask that question. And what that communicates is we’re cluefull. We kind of know what the top 

issues are, number one. Number two, which is at least as important, we’re willing and able to 

talk about them in an unthreatening way in public. 

So what happened is it took a couple of company meetings to get people to really get with it. So 

the first company meeting was maybe 90% presentation and 10% question and answering. 

About six months later, that had almost reversed. It was a very interactive discussion. And it 

was just a company of a couple of 100 people. So it wasn’t a small interment group of people. 

It’s a pretty significant size. But they saw that we could take a punch and they saw that they 

were willing to talk about real things. 

[51:15] 

Chad: And this was the culture you wanted -- 

Mike: It’s exactly the culture you want to create and establish. You want to succeed as most 

people. So we did the event. We actually have company meeting. The very first one of these 

company meetings where we said, “Here’s what’s happened this morning. You’ll notice that 18 

people of your friends and coworkers are no longer with us.” 

And this was on a Thursday morning we did this and we said, “We know this is a pretty 

significant event. This is a body blow. Come back Monday morning. All of us will be here 

tomorrow. If you want to come talk, we’re going to spend the next day and a half just 

processing this event that just occurred, just figuring out how we’re going to get together.” 

That’s when I started. I was the brand new guy. So I was starting to learn to get to know my 

people in that process as well. But we told people, “If you’re so upset and this is shaking you 

enough to the core, take a day or two. Come back Monday. But Monday, be back.” 

Now, what that communicates is we understand that this is hard. We understand that this was 

a body blow for a lot of people in cases people that -- you have survivor’s guilt, “Why would Joe 

let go and why was I kept?” Give people some time to kind of process that, but you don’t give 

them a lot of time to linger on it. We were very lucky because a lot of people that were in Navis 

were domain experts in the shipping industry. There’s actually a fifth service academy that a lot 

of people don’t know about called Kings Point, which is the Merchant Marine Service Academy. 

We had a lot of Kings Point graduates. So these were highly accomplished people. To get into 
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any service academy, there are no B students there. These are really sharp very motivated, very 

driven people. 

So we were lucky in a sense that we had a workforce of people who were not used to failure. 

And almost completely to a person, they’re reacting well to the change we’re making as painful 

as it was. But yet, you have to do it quickly, batch it up, don’t let it draw out, have a plan, 

communicate your plan. You can’t communicate too much in this process. 

Chad: Right, and try to make sense out of why the change is needed. 

Mike: Yup. 

Chad: Okay. So let’s take in the product just a little bit more too. You talked about the need to 

try to get your hands around uncertainty, what is it you know and don’t know. And when it 

comes to going down the path of developing a new product concept, in the age of Lean Startup 

and MVPs, we’re trying to find answers to what we don’t know pretty quickly. 

[54:00] 

We’re on some set of the experiments and figure out what we’re really attuned or not. How 

have you seen the supply to product efforts, as companies, you’re trying to scale? Like you said, 

it’s all about creating the right product, and right to me means that one is going win in the 

marketplace. 

Mike: That’s exactly right, yeah. It’s funny because when I read the Lean Startup, I thought, 

“Wow. This is what I’ve been doing for the last three years.” When we started Open Notice, 

that’s exactly what we did. In fact, we had a product that -- what Open Notice provided was 

tools for the human resources industry. The first product that we built gave you the ability -- 

everybody does an open enroll of their benefits. Once a year, you have to sign up for your 

benefits. And we built a product that took that information in using somewhat standard EDI 

mechanisms, transport that information to insurance carriers.  

Chad: Okay. So this is a human resource solution to help people with their enrollment efforts 

for insurance. 

Mike: Yeah. So we had a guy who built this tool and he knew somebody who was good into this 

industry and we went and talked to a set of customers and they all said, “That’s a great 

product, but do you have a product that will help me collect the information over the web for 

my employees, anyway?” And after about the third or fourth one of those, we said, “Hey, let’s 

go build this other product.” 

So we went in and came up with some ideas about how we thought it would work in a way 

we’re all kind of subject matter experts on this because we will have to fill out forms for 
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insurance of companies. So we thought about, “What would a system look like that I would like 

to use? Well, how would this system work?” We sketched that out and we took it to one of the 

big companies in this market that sells payroll solutions to the outsourced HR market. 

A friend knew a friend knew a friend kind of thing and we went and talked to them and they 

gave some really good insight on how they were going to want to do it. We got lucky, and a lot 

of success is luck. You have to admit that. They needed that product in their portfolio but they 

were just flood out building a different product. So we managed to go down a path where they 

became our OEM and they resold the product that we built. And then a couple of years later, 

we sold them the company. It’s essentially what happened. 

Chad: Good timing to be able to fill a need they had. 

Mike: So it was a perfect timing. The need that they had just been told by their customers that 

they have was the need that we had kind of stumbled across. And then we found three lead 

customers. We actually started working with them. We kind of prototyped up some stuff and 

kind of it was at the hand wave level of what we had and they saw the direction we were going, 

and then we just sit back and let the experts who really understood this problem educate us on 

what they needed. “You know, it would be really cool if your product could do blah.” 

[57:07] 

So from that, we said, “Okay.” So we laid everything out and then we asked people we voted 

and they said, “We’ll build this first and build this and build that.” So we went to build the first 

thing using a very agile, very iterative process. And then essentially, it’s the MVP process from 

Lean Startup. We didn’t use those terms but that’s what we were building. It was the minimally 

viable product. 

So we would put a little bit out there and let them try it. We would put a little more and let 

them try it. We’d put a little more and let them try it. And the next thing you know, the product 

just sort of organically started to grow with the way that was natural from a market 

perspective. So we were always thinking of what’s the bare minimum we need to do to get to 

this next hurdle. And as we get to the next hurdle, we were very interactive and very involved 

for their customers. 

As a startup, in a way, that’s easy because a lot of times in startup, the product management 

guy is the left half of your brain and the programmer is the right half of your brain. It’s the same 

person. So the question becomes, how do you scale? This is a very typical story in small 

software companies. Two or three really smart people happen to stumble across the right idea 

and they just let it go. They just developed it. 
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So the trick, at some point, you can only work 24 hours a day. And so you have to find the 

people that have a passion for writing news or stories. Those people are out there. You have to 

decide, “Chad, okay, we’ve built this thing from scratch. We’re doing pretty good. It’s time to 

where we kind of need to start to specialize and subdivide the jobs. What do you want to do? 

Do you want to be the product manager or do you want to write code?” 

So you start to have those conversations with people, and that gives the early people a chance 

to continue to grow and do something a little bit different. You have to kind of subdivide the 

organization constantly as you’re growing. And then of course you grow by bringing people in. 

But from the product point of view, it’s largely that the minimum -- when I read the Lean 

Startup, I just laughed because it’s like, “This is exactly; this is the right language to describe a 

concept that has just worked really well for me. This idea of the minimum viable product is 

exactly. That’s totally it.” 

Chad: Right. And you stay close to the customers and understand what actually brings them 

value. And don’t build more than you need to. Just address the problem and keep it simple. 

Mike: Good. 

Chad: That’s for the process part. You framed this already, which was, let this be a bottom of 

activity. That creates buy-in from the people actually involved. And there’s nothing that 

confident people pry just like more than being told what a process that’s for their job. If you 

turned around and said, “How can you do your work better and make the organization better?” 

[59:57] 

Mike: The other thing that a company that’s starting to be big enough to have more than one 

agile team, it gives you the opportunity to kind of use the federalist model and try some 

experiments in the states. So you can say, “Well, that’s an interesting idea. Why don’t you try 

that?” And these guys are going to do a little differently over here. Let’s let it run for a while. 

Let’s let it run for a product cycle or two. Let’s let it run for a few iterations, and then let’s see 

what emerges. And then from that, let’s define a common process. 

It’s very helpful to have commonality across the organization because if you’re on one team, 

you can switch to the other team and kind of know what’s going on there. So the external 

organizations like the support organization, the sales guys, your customers and so on, are only 

hearing one set of terms. So they’re having some commonalities useful but as you’re 

introducing this process, letting this self-directed teams be self-directed is one of the most 

powerful parts of agile. What a lot of people forget is you really have to let the smart people to 

do it, and it’s part of that giving up the control. 
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Chad: Right. But then the teams themselves will figure out what work best among them and 

come up with the better process. 

Mike: That’s exactly right. 

Chad: Well, I appreciate you going through and talking about some of your experience dealing 

and applying the three Ps. I always ask my guest to bring an innovation quote to share, 

something that they think is important or reflective of the work they’ve done and what 

innovation is about. What quote did you bring this year? 

Mike: I think it really is that FDR quote. “It is common sense to take a method and try it. If it 

fails, admit it frankly and try another. But above all, try something.” The spirit behind that -- I 

mean here’s a man that was facing the greatest economic calamity we’ve ever known as a 

country. And what he was communicating to the organization is we’re in very uncertain times. 

It’s kind of scary. But there’s kind of an almost implied confidence behind that statement. 

There’s almost an attitude of, “Well, how hard can this be? Let’s just go do it.” That’s “let’s just 

go do it” kind of attitude that’s behind that quote is why that quote is stuck with me when I first 

read it years ago. 

Chad: I love that quote. It’s the notion of people that are pessimistic about our future, our 

innovators. 

Mike: That’s right. 

Chad: And frankly, if I watch the news too often, I get beat out of me too. But at my heart, I’m 

an innovator and I know we can innovate ourselves out of the problems that we face today. 

Mike: Totally. 

Chad: Mike, thank you very much. For people that want to find out more about you, what’s a 

good way for people to connect? Is it through your LinkedIn profile or -- 

Mike: LinkedIn profile is probably the best way to get a hold of me, yeah. 

Chad: Okay. And how do they find you on LinkedIn? 

Mike: I am Mike Paschal. 

Chad: Okay. I’ll put your LinkedIn profile in the show notes for everyone listening too, but spell 

your last name for us. 

[63:03] 

Mike: Well, my last name is spelled P-A-S-C-H-A-L. 
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Chad: Okay. So that’s with the C-H-A-L. 

Mike: It’s in the C-H-A-L, yes. 

Chad: Very good. So thanks again for your time, Mike. 

Mike: You bet. 

Chad: Thank you for listening and for sharing this podcast with other product managers and 

innovators. Together, we are creating a better informed product management community one 

listener at a time. I so appreciate you helping with that and telling others about this. And you’ll 

find all the notes from this discussion with Mike at theeverydayinnovator.com/059. Please 

check it out. Keep innovating. 
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