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Testimonials for Start & Run Your Own Record Label


“In this new world of music, a book like Start & Run Your Own Record Label is essential reading! Our gospel and jazz clients are independent on purpose and plan to stay that way. They know that their future music business depends on controlling their own fate, and books like this help us all realize we can do it!”

—Eric Copeland, producer, creativesoulonline.com, Franklin, TN




“Regardless of which facet of the music industry you are involved in, if you want to succeed, there is only resource guide you will need: anything written by Daylle Deanna Schwartz. She has consistently rewritten music industry bibles. Start & Run Your Own Record Label is one of her books that have launched, and guided, a long list of successful music careers.”—Cheryl Harvey Hill, journalist/album reviewer, countrystarsonline.com, Las Vegas, NV

“Start & Run Your Own Record Label offers immense value and necessary lessons for those who decide to make entry into the music industry their goal.”

—Israel Vasquetelle, publisher, insomniacmagazine.com, Orlando, FL




“I read Start & Run Your Own Record Label, and I did exactly that. The book helped me develop my label. It afforded me the opportunity to make a living writing music for TV and film as well as touring college campuses. I am eternally grateful!”

—Elza, singer/songwriter, Squirrel Girl Inc., Mamaroneck, NY




“Daylle was maybe the very first to throw herself full force into the cause of encouraging independent musicians to seize their own power in the marketplace. Her commitment helped spawn a revolution—direct communication between dedicated artists and their audience. As the marketplace keeps evolving, Daylle continues to shine her probing light on fresh possibilities. Thanks to her research and inspiration, we have both nuts-and-bolts and spiritual support for having fun with this, whatever our genre—so we’re going for it in classical, too!”

—Robert Stallman and Hannah Woods, Bogner’s Café label, Philadelphia, PA




“I have read Start & Run Your Own Record Label at least a dozen times and love the fact that Daylle is keeping up with the ever-changing music industry with new editions. This book is essential and a staple for anyone wanting to know the right way to put out music.”

—Jay Ronan, CEO, Blue Duck Records, Boston, MA




“I have attended many seminars, and have read numerous publications on do-it-yourself promotion. Daylle’s book Start & Run Your Own Record Label is the most comprehensive, hands-on, nuts-and-bolts guide to understanding the music industry. A must-read!”

—Mark Regula, Ivory Tower Project, Howard Beach, NY




“Start & Run Your Own Record Label puts the keys to releasing your and others’ music in your lap. This manual is encouraging to a songwriter.”

—Tftka Dawidalle aka daggakarab, Everett, WA




“I started my own label after reading this book. It gave me a sense of ‘this can be done’ rather than ‘oh my God, what am I doing?’”

—Nathan Temby, Merica Records, San Francisco, CA




“Start & Run Your Own Record Label is a great reference for anyone in the music business to keep on hand. Even if you think you know it all, this book quickly clarifies any foggy moments. As a former label GM (Popular Records/BMG, West End Records), now publicity/marketing company owner, I find it a perfect complement to This Business of Music.”

—Andy Reynolds, president, Penetration, Inc., New York, NY




“Daylle has a straightforward way of explaining the business. However, while making clear all the work and effort entailed in making things happen, she also inspires and instills the belief that it is indeed all possible. This is an informative and motivational book that everyone serious about putting their music out into the world should read, and then keep rereading.”

—Michael Gilboe, Copperheadz Productions, New York, NY




“I want to create my own label in Europe, and this book is a bible for those who want to start their own record company and develop it to the max.”

—Vincent Habryn, Gravelines, France




“Daylle’s book has been a guidebook to success for me and my small label. With my zeal for success and her ideas and testimony, I’ve been able to turn my dreams into a living reality!”

—Matt Allison, recording artist and indie label owner, Capetown, South Africa
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INTRODUCTION

The music industry changed noticeably from the first edition of Start & Run Your Own Record Label in 1998 to the second in 2003. The Internet has changed the playing field dramatically. More people than ever before are taking the independent route. And there are more opportunities than ever for making money once you have a finished product. I don’t want to just help you figure out how to release a record. That’s the easy part. I want you to make money from it! So I did my best to gather as many new resources as I could find to provide the most ammo for accomplishing that.

I’ve rewritten and expanded this edition to reflect the current climate of the music industry in relation to independent labels. It includes many new interviews with an assortment of fantastic people who provide fresh ideas for successfully starting and running a record label. Of course, the biggest addition is several huge new chapters about how to market and promote digitally. The Internet offers options that we’ve waited many years to see develop. You can take advantage of digital marketing and promotion, even if you don’t have a lot of cash.

I won’t delude you. There are no miracle formulas for creating good music and marketing it successfully. Competition is stiffer as more people release music. Technology makes it cheaper and easier to create and sell music. The reality is, anyone can start a record label—i.e., call themselves one—but running it successfully is what strikes most people out of the ballgame. It takes work and perseverance, GREAT MUSIC, money, and patience to stay in the race. Have I hammered in the impression that it’s not easy? Sorry—you’ll have to work your butt off to succeed. But, when all the pieces are in place, opening your own record label can be a very satisfying endeavor.

This book was hard to write. My readers’ needs vary. Many of you are new to the industry, while some are pros. Many of you have teeny budgets, while others have extensive financing. You’re producing music in a variety of musical genres, requiring different strategies to market and promote. Many of you want a CD as a vehicle for attracting a deal with a larger label, to book gigs, and make money on the road to a record deal. Some of you are starting a label as a long-term business, for your own music or to market unsigned talent. I hope that as you read Start & Run Your Own Record Label you’ll take from it what serves you and understand that I’ve included as much information as could fit, to cover a variety of needs.

To maximize your chances for success, immerse yourself in your music. I provide knowledge and tools to get a label running, but you have to plug in the specifics about the music you’re marketing. Start compiling a list of publications and blogs that might review the music or profile your artist. Get active on websites with social networks and opportunities for exposure—now. Become aware of stores that might sell your products. Read trades to learn what’s going on in the industry. The more knowledge you gather, the more prepared you’ll be. If you learn everything you can about your genre, you can apply what’s in this book to your music, with the best chance for success.

Successfully running a record label is doable, if you want it enough. I was a teacher. No experience. No contacts. No knowledge of the music business. While teaching in a New York City public school, my students laughed when I said I could make a rap record. Why not? These young people said I wasn’t the right color or sex. So I had to prove that limitations can be overcome or they’d grow up allowing stereotypes to block them. Determined to prove they can be broken, I learned how to rap and eventually was labeled the “rappin’ teach.”

When I recorded “Girls Can Do,” the kids loved it. People made promises, then disappeared. I paid folks to shop my music and hired consultants who gave crumbs instead of an education. My students got angry and advised revenge on those jerking me around, offering to slash tires and do other nasty things to those who didn’t play fair with me. I decided to prove it’s better to use the energy behind anger to do something positive for yourself. In my quest for a positive revenge, I opened Revenge Productions, then Revenge Records. It began of a fruitful career—very sweet revenge.

Clueless, I worked very hard to start Revenge Records and endured costly mistakes. Eventually I learned enough to establish my label. My first record was “Girls Can Do.” A local distributor got it into stores. My second rap was “Wrap It Up.” It sold more. I learned from every mistake. Sales enabled me to pay expenses from label income. My third record established Revenge. I wrote “Never Again,” a dance track, and signed my first artist. It took off quickly in DJ circles. Distributors called me! Large labels offered to pick it up. I took a deal that gave credibility to my label and to me as a songwriter.

I continued signing artists, selling lots of records, and learning about the music business. People asked me for accurate information on breaking into the music industry. I put together music biz seminars and have been teaching them ever since. I also speak in colleges and at music conferences. My first book, The Real Deal: How to Get Signed to a Record Label, is in its second edition. That book led to I Don’t Need a Record Deal! Your Survival Guide for the Indie Music Revolution.

If you get discouraged, remind yourself that if a teacher with no knowledge or contacts can start and run a record label, you can too! The “secret” is signing/having GREAT marketable music, learning the biz, and working your butt off. People whine about having day jobs, so time is limited. Hello! This is a business. You won’t get more out of it than you put in. When I began, I taught full-time and ran a summer recreational program. I didn’t sleep much but did the work. No one cuts you slack for having a day job. There are no shortcuts for the working class. A record label is a commitment. Start VERY slowly, and be realistic. If you want a record label, prepare to work hard. You must begin with GREAT music, or you’ll never get out of the box.

From the get-go, network like crazy, both on- and offline. Get to industry seminars. Talk to everyone. Go to clubs and meet DJs, performers, and fans. Get friendly with folks who work in record stores that sell your genre. They were my best friends when I opened Revenge Records. Who knows more about selling music than those selling it? My friends in stores listened to my demos and advised me on what to release. They pushed my records and hooked me up with industry contacts. I wouldn’t have successfully operated Revenge Records without their friendship and support!

The record industry has been in a slump. People say, “Forget opening an indie label. Business is bad.” On the other hand, indie labels are heralded as the best way to break new music or get attention for talented artists who can’t get a record deal. Yet I was warned it’s not worth it anymore. So why bother reading this book? Because opening your own label gives you a shot at breaking music that may have no other outlet. Because indie music breaks every day. Because it’s a better shot than shopping music to a major. The most negative folks have been in the record biz for a long time. They remember how the industry was and want to market records as they used to. Things have changed, but many “old timers” haven’t. So they see the industry negatively.

In contrast, those starting new labels are paving their way in today’s market. Rather than fighting to fit into the old system, they’re creating new options for marketing music. Many newer indie labels have found alternative marketing strategies and loyal fans. These indies effectively take advantage of all the online tools and opportunities. Watch your perspective. Lament the old days when stores were more helpful and CDs sold better, or jump into the digital revolution and learn new ways to successfully market music! Enough indie labels have proven that it works.

I’ve talked to many heads of indie labels of all sizes, who share their knowledge and experience in this book. I believe that an indie label is the best way to break new artists. To do this, prepare to bite the bullet, work extremely hard, have money in the bank or a day job, and be totally passionate about the music. Opening your own label is a chance to control the destiny of music you love. Passion is the fuel that keeps many going.

Today’s market offers more opportunities to make money as an indie than ever. MUCH MORE! As most music is edged out of commercial radio, consumers hunger for music they love, not what they’re told they must love because it’s all they get. A big advantage that indie labels have over the majors is they can sell a fraction of what majors need to, to turn a profit. A major might drop an artist who “only” sells 30,000 records, or even 430,000, but an indie can make a decent profit with much less than those numbers. A major label’s overhead is substantially greater: The promotional fuel needed to drive the big machine costs stupidly spent mega-dollars. Indies can keep costs down and therefore sell many fewer units and feel happily solvent.

Educate yourself as much as possible. I’ll refer to my other titles throughout the book. I’ve been criticized for doing it. I’ve seen review comments saying I should put everything in each book. Sorry, but I want each title to have new info. This book already stretched my word limit, so there was no room. The Real Deal: How to Get Signed to a Record Label has more detailed, basic info, focusing on artist development. The chapters on networking, finding managers, agents, etc, and basics of a press kit are much more detailed, and it gives an overall education about how the industry works. There’s also a resource list at the back of the book.

I Don’t Need a Record Deal!: Your Survival Guide for the Indie Music Revolution focuses on how to create a whole variety of income streams. It has a huge section on licensing music, putting both a domestic and European tour together, and many alternative venues that aren’t clubs but that pay better money, with dozens of interviews with people who do these things. I also have a full chapter on avoiding music-related injuries and one on how to get your head in the right place—how to build confidence, ask in ways that get results, handle rejection, develop the fortitude to persevere, etc. It strongly complements Start & Run Your Own Record Label.

The key to being successful as an indie label lies in finding your niche market and working it in every way you can. Indie music is selling very well. VERY! I’m not asking you to take my word. That’s why I interviewed the heads of many labels and indie artists that do it. Some might sell better online than in a chain of record stores. Some sell mainly by touring. The college market has been kind to indie music. Commercial radio hasn’t. If you can accept the music industry as it is, and learn to work around the big major machines, you can find a comfortable home for the music you want to market. It is possible to break through the BS of the system.

There are more inexpensive marketing and promotion tools than ever. Releasing music digitally is easy and cheap. Many labels just do that. So your overhead can be nil! Now there are fewer excuses you can use for not getting your music out! The biggest expense is time. Believe me, I know how tough that can be to make. But when you’re driven by your passion for your music or the music of other artists, you have to make it. If you’re prepared to work hard to develop a fan base, or work with your artists to achieve it, and do as much as possible to promote and market them, you have a chance of joining the ranks of those who are happily running successful indie labels. The tools to achieve this are on the following pages.


CHAPTER 1

Deciding to Start a Record Label

Do you have a great act you believe in? Are you frustrated by the lack of response or crappy offers from record labels you pitch? The allure of a major label gets overshadowed by the reality of those deals: Few artists make much money on major labels, most get low priority, promotional support is scarce, and artist development is history. So what can you do? Take charge by releasing music yourself! Sonicbids founder Panos Panay says if you’re an artist who wants to go the indie route, do it! He explains:


Artists today may never be an Elton John or Madonna and sell fifty million units. But ultimately, I believe that as an artist you have the tools and ability to make a living out of playing music and doing what you’re great at. That starts with recording your own stuff and putting it out on your own, which is controlling your destiny. Cost of production, marketing, and distribution has gone down tremendously. You no longer need to look elsewhere for the quality production, distribution, and promotion that major labels used to give. It’s foolish for an artist today to always look to someone else to help them. You owe it to yourself to be the driver and CEO of your own business. That doesn’t mean don’t hire other people to help. It means that the era when you were entirely dependent on someone else to be able to practice what you’re good at in life is over. You are in the driver’s seat. It’s paramount, in my opinion, that artists educate themselves about the world out there, invest in learning about the new playing field, and capitalize on it.



People start their own record labels for various reasons. Some common ones are:


	Wanting a CD to promote music to attract a record deal

	Wanting to stay independent and have a product to sell at gigs, pitch for use in films and television, and sell

	Wanting to own a label as a vehicle for discovering and developing talent

	After having worked in the industry for years, wanting to use one’s hard work and contacts to establish one’s own business



Why Start Your Own Label?

Because you can! More than ever, independent record labels are experiencing success on many levels. Jim Pettid, owner of Media Services (www.mediaomaha.com), a CD and DVD manufacturer says:


I really believe that independent labels are the future of music. The major label business plan is slowly becoming obsolete. The independents are at the front of the pack, able and willing to recreate the music business plan to make it work for not just themselves but for artists and fans.



The music industry has changed dramatically since my last edition. Eric Speck, founder of Ace Fu Records (profile in Chapter 3), says, “I think the music industry has changed more in the last five years than it has in the last twenty-five years on how things are done from deals, to how bands are marketed—the whole process.” There are many small labels; collectively, they represent an impressive presence in the music industry. Bill Werde, executive editor for Billboard magazine, explains:


The indie market share is growing as the major label market share shrinks. The blockbusters of yesteryear seem to be a thing of the past. The top-selling albums now sell two to three million copies, not five, or eight million copies like they once did. So the huge stars are getting smaller. In comparison, the smaller stars are getting a little bit bigger. We’re now in the age of the niche star, where you can have a nice career selling 100,000 to 200,000 copies of your release if your business model is adjusted. Right now I think a lot of the smartest innovations in the music business, the most creative ways of launching a career and selling a record, are largely happening in the indie space.



Many people think major labels completely dominate the music industry. Many labels are part of their bigger entity. It’s the same with indies. When independent labels are looked at together, they’re a sizable presence in the music industry. Rich Bengloff, president of A2IM (www.a2im.org), an organization for independent labels, says:


The Independent music label sector now comprises over 30 percent of the music industry’s market share in the U.S. and has, based on Nielsen SoundScan, increased as a percentage of the U.S. marketplace in six of the last eight years.



Many artists are choosing not to chase record deals since there are many more ways than ever to market on their own. Jeff Price, founder of spinART Records and Tunecore, a digital distribution company, says that the resources are available:


I had no background when I started spinART. It was trial by fire. As long as you approach starting a label understanding how you can do it in a cost-efficient manner, there are turnkey solutions that have others doing a lot of the work for you. I believe finding a company (like a record label) to exploit your music is on its way out. The services-and-products model is on its way in. You can go to a website and get music industry in a box.



If you do this, you’re not alone, A2IM offers support and benefits to indies. Bengloff explains:


A2IM is a not-for-profit organization that serves the independent music label community as a unified voice, representing independent music labels’ interests in the marketplace, in the media, on Capitol Hill, and as part of the global music community as a member of the World Independent Network, an organization with nineteen participating country trade organizations. A2IM’s support for the independent music label community is done via lobbying, messaging commerce opportunities, and providing member services, including education and participation discounts for events and services. The organization’s board of directors is comprised of a diverse group of the music labels, in terms of label sizes, genres of music, and geographic locations.



Major labels don’t nurture acts. Artist development ranges from slight to nonexistent. Indie labels are considered the most innovative segment of the industry, usually the first to start a trend. According to Werde, indies have more flexibility:


Indies tend to have fewer rights issues. Small companies can be a lot more nimble than giant corporations. Major labels’ hands can be a little more tied with what they can do in terms of leveraging an artist’s catalog or an artist’s current release. Everything tends to be a little more stipulated or ironclad. I think the indies have been quicker to experiment. Maybe they have less to lose based on their top-line revenues. Their business models are geared a little differently as well. Major labels are still looking for those blockbuster albums to sustain the ones that don’t hit that way. I think indie labels are taking a more project-by-project view of success. For each album that comes out, they consider how they’re going to get a return investment on it. They’re less willing to drop a few balls in order to hit a home run with just one or two.



Majors need to sell MUCH bigger numbers than an indie, which can be solvent with a fraction of those sales. Indies recognize there are many great artists who may not sell the kind of numbers the majors want but are still worthy of being released. Not every artist will sell a half million albums, but there are many thousands of artists who can make a full-time living by selling much fewer records. According to Jeff Price:


Major labels need to have grand-slam home runs, or a record is deemed a failure. The definition of success for independents varies, depending on how big or small the act is. There’s only one definition for the majors. At spinART we thought on the lines of whether the act was profitable, or did we at least break even? Did they have a future?



Rolando Cuellar, founder of Roland Entertainment, saw great potential for his thirteen-year-old cousin, rapper Baby Jay. He believed his guidance could help him make a huge positive impact on young people. Baby Jay was bullied in school, came from a broken home, and saw his brothers incarcerated. Yet he pushed himself to do well in school, and his rap lyrics reflect a positive path. Through networking, Cuellar brought Baby Jay to the attention of Peter Yarrow (Peter, Paul & Mary) several years ago and made the “Don’t Laugh at Me” video for Peter’s organization, Operation Respect, an initiative to combat bullying. Cuellar has gotten Baby Jay onto large stages, into schools in many states, and has generated many other creative opportunities with networking and hard work. Cuellar began in a boy band, handling all the business, booking, marketing, and radio promotions. He says:


My attorney said I would succeed in this business, if not as an artist than as a music executive because of my passion, determination, faith, and integrity. When the group broke up I continued my education in music business. I had a vision of finding, creating, and developing positive/clean hip-hop artists for mainstream. I wanted to take hip-hop back to days when music was about social change and making a positive impact, with an innovative, modern sound. Baby Jay’s life story was very inspiring. I felt bringing him into schools could make a positive impact. So I made it happen.



Since beginning work with Baby Jay, Cuellar has signed several more artists and continues seeking creative ways to market them. Opportunities for marketing music are there for those who pursue them! As I elaborated on in my book I Don’t Need a Record Deal!, there are unlimited ways to create lucrative income streams from musical talent. Independent labels are more concerned with developing talent and are more passion-driven for the music, compared to the major label model of being totally focused on profit. John Szuch, founder of Deep Elm Records (profile in Chapter 3), explains:


I was with a bunch of major label A & R reps. They said that anything they didn’t feel would go gold—a half million copies—would be dropped or not be considered seriously by the majors, because that’s pretty much their break-even point. They’re spending gobs of money in the studio, making videos that cost a few hundred thousand, minimum. If we license a record, we can be successful on a financial basis pretty much after one thousand copies are sold. We’ve never looked at what we release on a sales basis. I’ve passed on plenty of music that we thought would sell great because we weren’t into it and couldn’t stand behind it proudly. The smaller artists, with a more limited fan base, need our support too. As long as we love it, we’re interested in helping them out.



Many folks start a label when they can’t get signed. Since I couldn’t get a deal, I chose to do it myself. Large labels watch indies, which can help you get your foot through a previously locked door. Others start a record label to establish a solid business in the music industry. Hip-hop artist El-P cofounded Definitive Jux Records (profile in Chapter 3) in 1996. His success as an independent is inspirational. He says:


We don’t want to be on a major label. We are proud of this independent route. This is a long-term plan. We’re addicted to the creativity, control, and the hands-on experience of learning how to become an adult as opposed to becoming someone with a patriarch, which is how I look at a lot of artists who are involved with major labels. Once I realized the margins between what you have to sell on a major label and what you have to sell on an independent label to make the same amount of money—once I really broke them down mathematically—I realized I never wanted to be signed as an artist on a major label. For years, no one was saying or even thinking about this. We were the first group to come out and put a voice to that logic and make it a movement. It’s not an anti–major-label thing. It’s self-empowerment. My goal is to get where I wanted to go on my terms, the right way. And to reap the benefits of my hard work, and also to make the mistakes.



While a record deal is still considered a brass ring, it can tarnish quickly. Few artists are satisfied and fewer make money. John Robinson, president of Shaman Work Recordings, started the company in 2003. They have a diverse variety of releases, working with musicians including legendary hip-hop artists like CL Smooth, MF DOOM, and Wise Intelligent. He’s built a worldwide following via DJ promos, a retail catalog, press, and Internet marketing. Robinson says he keeps going because:


I am truly inspired by those brilliant artist and great people of our past who came before us and worked so hard to get things to where they are now. I feel that once I give up I fail, and I can’t fail!



Since I wrote the first edition of this book, more signed recording artists have left their labels and are taking control of their musical destiny. Some were dropped. Some break their contracts or don’t sign again when the agreement ends. Singer/songwriter Aimee Mann chose the independent route. Her manager, Michael Hausman, says:


Aimee finally realized that it was one of these bad relationships where they were always looking for something from her that she wasn’t able to deliver. That was getting in the way of creating music. Creatively she came to a point where she wanted to be free. She actually had pretty low expectations at that point as far as sales. I did a rough budget. We figured we’d start small but ended up doing much better than we thought we would. Not only has it been incredibly successful for her artistically—she can basically do what she wants—but financially it’s been more successful as well.



When Hausman realized how difficult it was for individual artists to have their own record companies, he created United Musicians, a distribution, marketing, and promotion co-op for artist-owned labels (see Chapter 4 for details). Recording artist Eric Hutchinson had a label deal that fell apart and learned a valuable lesson. He explains:


At the time I thought, “here we go, taking off.” To have everything fall apart was frustrating. It took a while to rebound and decide if I still wanted to try again. It refocused and reminded me of why I liked doing my music—connecting with audiences and writing songs. I didn’t get into it for glamour and celebrity. Now I understand that things will be up and down, and I have to appreciate when it’s going well and not get caught up in it. I always wanted a record deal. I thought it meant that you’d made it. The model is changing. I’m still proud now.



Hutchinson began again with his own independent label, Let’s Break Records. After blogger Perez Hilton recommended his album, his buzz and digital sales heated up online. He recently signed a deal with Warner Bros. but says he still thinks of himself as an independent artist since it isn’t a traditional artist deal. He’s keeping his imprint label, Let’s Break Records. Independent success motivates creative deals! Passion for music drives people to start a label. Scott Krokoff recently left his corporate job as a lawyer to begin Hypochondriac Records. He explains:


I am willing to give up a lucrative career as a tax attorney in order to start my own record label and pursue a music career as an independent artist because my heart has always been and will always be in the world of music. It is where my passion lies, not to mention my drive and talent. The money I can make working full-time as an attorney, taking into account the stress and long hours, cannot fully replace the joy I feel when I write a song, play an instrument, perform on stage, or record in the studio.



Daniel Glass (profile in Chapter 3) launched Glassnote Entertainment after holding top positions with Chrysalis, SBK, Universal, and Artemis. He wanted full control with his own label. He explains:


I’ve been involved with four companies in the past that morphed into something else. Chrysalis was sold to EMI. SBK, which was a tremendous label, was also sold to EMI. Doug Morris and I started a little label called Rising Tide Records, which quickly morphed into Universal. That was a year into our success. And Artemis morphed into an investment model. So I thought, at this point in my life I’ve been well trained. I couldn’t build a company again, see it be sold prematurely, and not be on the controlling end of the creativity, the business part, and the payday. Also, I’d never seen a time when the atmosphere and climate was so perfect for independent labels and intimate, small operations. We had funding and the know-how to attract great artists and a great team.



I must repeat a story from my book The Real Deal. Country legend Jerry Jeff Walker had a gold album in 1973 when signed to MCA. In the ’80s, he and his wife Susan went to Nashville with his new CD to discuss a new contract. Susan Walker says:


I told the head of MCA we had a CD completed and wanted to see if he’d like to release it. He said, as he sat pompously with his feet up, “I’ll take it home, smoke a joint, and see if I can figure out a formula.” I was furious. It was so insulting to Jerry’s artistic integrity. He’d already been in the business for twenty-five years. But that’s the way labels are. I told Jerry Jeff, “That’s it. We’re starting our own label.” I want to thank every one of them for not signing Jerry Jeff, because it’s been very lucrative for us.



It’s easy to get disillusioned with being signed to a major label. Independent labels can be flexible and get creative with their marketing. Other labels were founded for different reasons. Damon Dash, founder of Roc-A-Fella Records, says:


I was a manager first … on Atlantic. They didn’t know how to market music to the street—they didn’t know how to paint that picture or promote it to the people who were painting the picture, so I had to learn it myself. In learning that, I thought I might as well do it myself. When learning the money and point structure, I felt, why should I get 20 percent of twelve points instead of giving out 20 percent and having 80 percent? I was doing all the work for a little bit of money. I was shopping Jay-Z and wasn’t getting the response I wanted. People weren’t reacting as fast as I thought they should. We pressed up our own white label, which means it’s not available commercially. We gave it to DJs and the underground radio stations. They started playing it. Being that we got a response, we put up some money and did a video. Then we got more response and buildup, so we did another white label. Eventually we got one of our records added to radio in full rotation.



The Upside of Starting Your Own Label

If I had to sum up the advantages of starting your own record label in one word, I would choose CONTROL. With your own label, decisions and choices are in your hands. You may not have the resources that majors do, but freedom of choice and action can give you the edge indies are known for. Larger labels get bogged down in red tape. Indies can act quickly. Majors have more money but often waste it. Today, there are more alternative opportunities than ever. Valerie Vigoda, electronic violinist and singer with the trio GrooveLily explains:


It’s exhilarating, and also overwhelming. There are so many (non-musical) things to do—I find myself working longer hours than anyone I know—but I love it. This is a wonderful time to be independent in music. Consolidation in the industry has put a chokehold on commercial radio, concert venues, and record stores, so the independent music scene is growing incredibly fast in reaction. People are seeking alternatives to the shrinking song lists on their radio dials. New nontraditional music venues, such as house concerts, are popping up everywhere. There are twice as many music festivals in the U.S. as there were only ten years ago! Independent, grassroots promotion is working for more and more artists and bands, many of whom have been dropped by record labels in the past few years. The upshot is, there is a middle ground that did not used to exist! There is a third option, between blockbuster chart hits and penury-independent success.



Independent success. Achieving that is sweet! GrooveLily has now found their way into musical theater as another avenue for their music. Major label success may disappoint. You can sell a half million CDs and not make money. Without selling huge numbers, label support dries up. You can sell 100,000 copies and be treated as a failure. Sell that yourself and you’ll be thrilled if you’re careful about spending, which you control. Sue Baran, manager for indie band Push Play (profile in Chapter 3), says that so far they’ve turned down major label offers. She’s open but prepared to do it herself, explaining:


I found the grassroots effort was working, and since I had invested so much personal time into the “Push Play for Purpose” project [more in Chapter 3], I did not want to stop it midstream. What the major label offered Push Play at that time was something I was already doing for the band. Believe me, I don’t disregard a major label offer. If it was a solid offer, something that could actually make the band a living, I would have accepted it. But the timing was not right. Down the road I would certainly revisit any major label offer that was appealing. I know this is a business and money has to be made by the label, but I think that the major label deal offers will get sweeter as the band becomes more accomplished. So, I am willing to wait it out with them and grow the fan base region by region.



Being the boss, you can be more practical about how money is used for promotion. Jay Woods, senior vice president and general manager of New West Records (profile in Chapter 3) likes being able to do artist development:


An advantage is our ability to stay focused on projects for longer periods of time and being more personally involved in all aspects of the business. We get really close to the projects and stay with them for a long time. We don’t have the luxury to throw something against the wall to see if it sticks, so to speak. We need everything to have a certain amount of success, or it doesn’t make sense for us to do it. Essentially, we’re spending our money.



Artists waste a lot of energy convincing people how it should be done. Michael Hausman says, “We decide what to do and do it.” You can get a record out quickly instead of waiting for a label to decide. Majors are notorious for producing albums that never see the light of a record store. Releases get stalled. Plus, many artists on major labels get little promotion. El-P likes being able to take chances, rather than using recycled ideas as many labels do:


At the very least, what I come out with is trial and error—learning something. It doesn’t appeal to my personality to be involved in a situation where you’re an artist and the label is literally like a giant robot with thirty levels of technology and one human somewhere, if you can find them. Taking care of your own destiny is a powerful thing. I believe an independent label has to have a spirit behind it—a philosophy and an idea. If it’s, “I want to make money,” that means that you are simply a chip off of Daddy’s block, but without the resources, and Daddy doesn’t want to talk to you. I look at it a different way. I believe in the consistent release of quality, creative, artistic, beautiful music—that’s my only philosophy.



Five Times August is the solo project of Brad Skistimas. He’s sold over 100,000 digital downloads independently and has gotten many song placements from his first album on popular TV shows. Kelly Vandergriff, Five Times August manager, says, “Brad and I both really enjoy and embrace being independent. Brad is 100 percent in control of everything he does, and that alone is a huge bonus to doing things this way.” Jay Woods adds:


We won a Grammy for our label in 2001. We were thrilled to be nominated. That was enough. Delbert McClinton won for best contemporary blues, but we were part of it in some way. You walk in people’s offices and there’s a zillion Grammys and gold records. Well, we’ve got one! That’s a thrill.



Ezra Idlet of the popular group Trout Fishing in America says that people wanted to hear their songs, so they recorded them and made them available on Trout Records (see profile in Chapter 3): “We thought we might be able to pick up a little extra change if we did it.” Now it’s a thriving label, and he’s happy:


You see more money on each record sold than you would on a big label. You’re closer to the accounting process. My wife is doing the accounting. That’s more secure than somebody that’s just pushing numbers. When it comes to recording our record, we have more say in what goes on it.



The Downside of Starting Your Own Label

When it comes to starting your own label, I’ve found that the flipside of having control can be frustration. It’s frustrating when you don’t have a large enough budget to do what you know needs to be done. It’s frustrating when it’s hard to get good distribution and sometimes even harder waiting to get paid. It’s especially frustrating when you have a record that you know absolutely belongs on the radio, and you can’t get airplay. If you’re also the artist, the frustration of the business side of running a record label interferes with creativity. However, Mark Carpentieri, president and owner of MC Records, says the disadvantage has a bright side, too:


You don’t have the paternal person writing the check for you or providing a more established background. It’s nice to get that kind of extra help or push if you have something that’s really cooking. But with money comes demand. Perhaps, in the overall picture, it’s best not to have that if you need to adjust quickly or sign who you think is the right artist.



Singer/songwriter David M. Bailey says his biggest disadvantage is “being completely overwhelmed. Blessings create work. I don’t think people realize how much time goes into it.” Many of you will start out like I did, as a jack of all trades at the label if you can’t afford to pay a staff. I was the “staff” for Revenge Records, from president to stock girl. Ezra Idlet says:


It’s a lot of work. We had to learn the business, more than I would want. My interest is the music. We see more money out of each individual unit that we sell, but we don’t sell as many units. But, we make a living at it. That’s good.



If you want to do it yourself, find ways to do it yourself! You can. I did. They exist. Look at all the indie labels that are surviving. As Valerie Vigoda says, you can find ways to be independent and not be poor. There’s never been a better time to take control of your music, or music that you believe in, and create a business around it. Accepting the reality helps you to conquer the pitfalls!

The future of independents has brightened substantially since I wrote the first edition of this book. El-P is certain that independence is the way to go:


This is the industry that’s based on cult fan base, that’s based on grassroots promotion. There is no event marketing. We don’t have to come up with splashy, explosive ways to sell a new artist, because we know what we’re going to do with one. We’re going to tour him for a straight year. I’m a businessman. I wouldn’t be doing it if it were ethereal—all about heart, struggle, and power. It’s more that I believe in my heart of hearts that this is the industry that will be surviving when everything collapses.



And Tony Brummel, president of Victory Records, loves the free spiritedness of the business:


I love putting out independent music. I feel like our founding fathers when I wake up every day, as ridiculous as it sounds, because we really are fighting against a system. We’re renegades, rebels, in the trenches, and they’re not. It’s a fight every day. But we’re conditioned to that. It’s not something that grinds us down.




CHAPTER 2
Setting Up Your Record Label

Whether you’re starting a record label to attract a label deal or sign other artists, you’ll have a better shot at success by approaching it as a real business. This may sound intimidating. It did to me. I’ve included an assortment of resources in this chapter that can make the business of running a label easier. Keep in mind that marketing music, even if it’s your own, is a business, unless you don’t want to make money. A business mindset instills the right attitude. Developing business sense can mean the difference between making money and running your label as a hobby. Eric Hutchinson adds:


I think people fail to take it seriously enough. That’s a big problem for me. I consider myself pretty professional. That was really the difference. I started looking at it as a day-to-day job as opposed to a hobby or just some sort of career I was trying to do. How can you show up to a show drunk? You wouldn’t show up to the office wasted. But the music industry has somehow decided it’s okay to get drunk or do drugs and then go perform. When people don’t take it seriously enough, there’s a lot of wasted talent out there.



Setting Goals and Strategies

Many variables come into play in running a record label. Buyers don’t magically appear. If you want to sell product, first identify how you’ll sell it—without a belief that a good product guarantees sales. The only sure thing is that you need to work your butt off. Taking care of business puts you in a better position to have a record label with longevity. So remove the stars from your eyes and put on your business cap!

Preplanning

Preplanning increases your chances of ending up with a viable record label. Before starting a record label, create long- and short-term goals. Too many folks record music without thinking about what they need to do once it’s ready. All they know is that they have good material they want to sell. So they press it up or put it online without a clue about what to do with it. An album can die before it reaches the starting line. Prepare in advance! Opening your own record label, even if it’s only to put out your own material, should be approached as starting a business.

Writing a business plan (see below) helps you set goals and define your expections. It’s critical to think ahead. If you’re a creative person, it can be painful to force yourself to do business stuff. Biz on the brain definitely makes it hard for me to be creative. I’d much rather someone else handled mine. But life doesn’t allow us to skip the business part if we want to make money from our creativity. Dealing with business matters now opens doors for your music later. In the long run, success can free you from a lot of such work. Once you’re making money, hire people to handle some of it.

Force yourself to sit down and really think through your goals. Where would you like to be a year after pressing your first record? Where do you plan to sell your records? Who’s going to buy them? Will your label be an ongoing business or exist only until you get an artist deal? Do you want to be affiliated with a larger label or stay independent? Do you have access to more financing if needed? Marketing your own music can be profitable, as long as you take it seriously as a business.

Identifying Your Market

The key to a successful record label, in my eyes, is to find your market and figure out how to reach it. Too many folks record an album they love, without giving thought to who the target audience is. The first step in starting a record label is to identify the group most likely to buy your product, such as college students, adults over forty, etc., and the avenue for promoting and marketing your product so that audience knows about it. Gregg Latterman, president of Aware Records, advises, “Understand who your audience is. Intelligently target that audience.”

How will people become familiar with your artist? Is the artist playing in live clubs where CDs can be sold? Will it work on college radio? Determine the outlets for your genre, and gather resources from the onset of the project. Can you fit in outside of traditional markets? Can you develop a good Internet presence? Are you hiring promoters or publicists? This record label game isn’t just about good music; it’s about finding a market for it and creating a plan to reach those potential buyers. Music lovers won’t buy your records if they don’t know your artist exists. You must let them know.

Registering Your Company

The first step toward starting your own business is to decide how you want it registered. Should you incorporate or just file a business certificate with your local county? (See below.) Are you working with someone? You better have a written agreement! It can be as simple as a letter stating the terms of everything decided between the two of you, or it can be a formal partnership.

A corporation keeps your company separate from your personal business. Many labels incorporate immediately to protect personal assets from lawsuits. A limited liability company, commonly known as an LLC, offers an alternative to creating a partnership or a corporation. It provides the corporate advantages of limited liability but has better tax options and more flexible partnership arrangements. Determine your needs and possible liability based on your circumstances. If you choose to incorporate or create an LLC, register through the state in which you operate your business. Get specific information from your state.

If you choose not to incorporate, you can register your business with the appropriate office in your local county. Counties vary in their procedures as well as fees. Check your local phone book under the listing for county government offices. Often a business certificate is issued through the county clerk’s office. Apply for a business license, follow the instructions on the form, pay the fee, and you’ll be issued a certificate that’s considered a “doing business as” (DBA) license. Some call it a fictitious name certificate. This enables you to open a bank account in your business’s name.

When I started Revenge Records, I spoke with both my lawyer and accountant. After assessing my situation, we decided I didn’t need to incorporate right away. For this book, I asked both a lawyer and an accountant to give their points of view on incorporating and to provide more specifics. According to Wallace Collins, Esq., an entertainment/intellectual property lawyer in private practice in New York City:


As a practical matter, sooner or later you may want to incorporate in order to limit your personal liability. If properly employed, a corporate entity can be used as a shield to protect you and can have certain tax advantages. In most cases, however, it is not really necessary to incorporate at the start of your career. The law of most states does require that, if you use a name professionally other than your personal name, then you should file a business certificate (DBA) in the county in which you reside or do business under that name. Also, as a business matter, the individual members of a group or company may want to enter into a partnership agreement between and among themselves in order to spell out the particulars with respect to certain rights such as songwriting and ownership of the trademark rights in the name. Otherwise, any group of two or more persons operating a business for profit is considered a partnership for the purposes of applying the laws of partnership under the laws of most states. These laws generally employ a rule of sharing evenly in profits and losses, including all assets of the business. As a corporation, you create a separate legal entity that you own as a shareholder but for which you work as an officer and/or director and draw a salary or dividends. In the event that the corporation, despite being properly documented and operated, encounters financial problems, the claim would be against the corporation and its assets and not your personal assets (e.g., the house, car, and boat that you purchased with your salary for the five years that the corporation operated successfully).



Anthony Orlando, a certified public accountant practicing in New York, adds:


The decision to incorporate most of the time depends on the net worth of the person who is starting the label. If that person has substantial assets, which may need to be protected, they probably want to incorporate. Incorporating adds a level of both accounting and tax complexity that a small label grossing under $100,000 doesn’t really need. Not that it won’t do them good, but there are costs and taxes associated with a corporation that they may not need to incur. Operating as a sole-proprietorship is really for accounting simplicity. When it appears a business will gross over $100,000 a year on a consistent basis, you definitely want to start thinking about incorporating. Again, there may not be significant tax advantages, but you do want the personal protection a corporation offers. Another form of business entity that gives you personal liability protection from your business creditors is a limited liability company [LLC]. This is a hybrid between a partnership and a corporation. It shields the owners from liability, and the income or loss is actually taxed to the owners, so there is no separate corporate-level tax. Also, it is much more flexible as far as how profits, losses, and ownership percentages can be split. You can basically come up with any formula you want as long as you put it into your partnership agreement.



Everyone’s circumstances are different. Before deciding how to set up your business, I highly recommend consulting with both a lawyer and an accountant. If money is too tight, contact someone at SCORE (more below). Talk over your options and make a decision based on what seems to suit your needs best. Every state varies in its laws and policies, which is why legal advice is important.

I called the IRS and was told that anyone other than a sole proprietor (someone running an unincorporated business with no partners) with no employees needs to fill out form SS-4, an application for an employer identification number (EIN). If tax stuff intimidates you, as it does me, get help by calling the IRS at 800-829-3676. They’ll send you a free business tax kit, which explains all forms that may need to be filed. You can also call the appropriate number in your state to get a resale number. That means you won’t pay taxes on supplies that will eventually be resold as part of your product.

Don’t make a decision to go one way instead of another because you’re lazy or uncomfortable about a direction you don’t know enough about. When you take one step at a time and learn as you go, business eventually starts to make sense!

Developing Your Business

Once you’ve decided to start a record label and chosen a direction for your business, your mindset should be the same as that of someone starting any business. Read books covering business in general. Locate free resources.

Business Resources

Many organizations offer support for startup businesses. Search online. The Small Business Administration (SBA) offers quality information. In many large cities, they have a program called Service Corps of Retired Executives (SCORE), a nonprofit organization for which retired busines speople volunteer time to give advice. For more information, check www.score.org. I once went and had a retired accountant to advise me. You can also email a counselor with business questions. All for free!

As discussed in the next section, starting up a new business requires a business plan. There are also resources for writing one. My SCORE counselor helped me. Check adult education programs and libraries for free or inexpensive classes. Check the SBA (www.sba.gov) to see what programs you can use in person or online. Their Small Business Development Centers (SBDC) provide free or low-cost support in writing a business plan. The SBA itself has a free Small Business Planner with valuable information on various topics, including how to write a business plan.

Writing a Business Plan

From a business standpoint, a business plan is essential. It’s an outline of what you need to do. Even if no one else sees it, it helps develop steps for getting your label up and running. You’ll need one if you try to get financing for your label. Few people or financial institutions will loan money without having seen one. If you’re working with a partner, it’s good to have all your intentions on paper. Formally organizing goals helps you stay focused. Following typical patterns laid down in business highlights things you should keep in mind. A business plan can be used as a checklist for starting your label. It shows people, including yourself, that you’re serious about what you’re doing.

How do you begin to write a business plan for a record label? Go to a bookstore and browse through books on business plans. Buy the one you like most. Use what works for you. Key elements that are essential to cover include the following:


	Start with a summary of your project. This should include who you are (e.g., a producer who’s worked in the industry for ten years; a musician with a fan base; a studio owner with lots of talent coming through). It should also include short- and long-range goals. Describe your strongest assets for accomplishing each goal. What do you have going for you that will enhance your chances for success? How do you plan to finance your business?

	Provide a brief history of your project. How did you get to the point of starting a label? Specify how your label will be managed. Will you have a staff? Are you planning to hire independent promoters? Be very specific about how the record label will be run and structured. A corporation or DBA? A sole proprietorship, partnership, or LLC? Be very clear about the path your business will take.

	Describe the music industry as a larger picture and how you plan to fit into it. What type of music will you put out, and who will be your audience? Specifically identify your niche. Why will they buy your records? How will your product hold up against competition? How are labels that are marketing similar music doing it? Are you offering something unique? How will you get distribution? What online opportunities are there? How will you price your products? Will you have a budget for advertising or publicity? Answer these for your own reference, too. Just believing in your product isn’t enough to market it properly. Thousands of others have the same belief in their music. What sets you apart from them?

	Include a description of all facilities you may use and what equipment you’ll need. Will you operate from home or from a separate office? Where will you record your material? Where will CDs be stored? Will you buy supplies to get started? What’s your growth potential? Do you plan to expand in the future or just use your label to market yourself? What’s your projected timeline? Guesstimate how long you’ll need for each step of the process, from the studio to profit. Include any critical risks or problems that may arise.

	Include a detailed financial summary. If you’re looking for financial backing, this section is especially important. Estimate the amount of money you expect to need over the next three years, and how much you expect to take in. Create a very specific budget, taking time to list every expense you can think of. Don’t forget phone bills; shipping; promotional copies to give away; transportation to get your artist to promotional gigs; printing; press kits; and postage, bank, lawyer, and accounting fees. Check online to estimate costs. Providing financial info is probably the hardest part of preparing a business plan. Be realistic. Estimate higher than you think you’ll need to allow for unexpected expenses. Be conservative about expected sales and what your cash flow will be. There’s no sense in playing games on paper. Don’t be too optimistic in your assessment.



Get help with the actual writing of your business plan. As already noted, there are resources available. Do what you can on your own, and then get support from an SBA, SBDC, other organizations in your area or your accountant.

Choosing a Company Name and Logo

It’s good to have a catchy or unique name for your record label, so people will recognize it once you’ve released some music. When you have artists doing reasonably well, people will pay attention when your label has a new release. Those who’ve enjoyed acts on your label may want to see what else you put out. It helps if they can remember the name.

Do what you can to check that your choice hasn’t been taken by another label. Some folks do a formal search to make sure. There are trademark search companies and lawyers who’ll do this for you. Or use a search engine. The Internet makes it easier. If you’re planning to run your label for the long haul, the more thoroughly you check now, the safer you’ll be.

A nice logo for your label helps brand your identity more. It can be simple—a piece of graphic art that presents the name of your label in a unique way. I designed the letters in Revenge Records to look like lightning bolts and gave a rough sketch to a graphic designer friend. People recognized my label from

Trademarking Your Label’s Name/Logo




Taking Your Business Seriously



Creating a Successful Image






Having High Standards



Developing the Right Attitude
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