Evanston, IL 60201
March 11, 2015
Dear colleagues and potential investors,
Thank you for spending time with the business plan for New Matter Music. We deeply
believe in the work that we can do by focusing entirely on the digital music space. As our
vision statement reads, we want to “lead the evolution of digital music.”
In this business plan, you will find overviews of the music industry and general digital
music market, extensive details about our company’s services and organizational
structure, and financial projections for the first three years of the company. You will find
our model and projections very unique for a music label because of how we circumvent
traditional physical media costs. No other entity in the music industry is like ours.
The current state of the music industry is such that physical media and promotions are
no longer the dominant force they once were. The Recording Industry Association of
America notes that digital music, between streaming and downloads, account for nearly
two-thirds of total music sales, and that share of the market appears to be growing every
year.
Any potential investment would allow us to expand our resources and make our impact
on the music industry that much greater by supporting more artists and becoming more
prominent in the digital sphere.
New Matter is at the forefront of music innovation, and needs your help to make a
greater splash in the industry.
Sincerely,
Zach Silva
CEO, New Matter Music
Alec Schulman
COO, New Matter Music
Myoshi Price,
Head Agent, New Matter Music
Ty Reggans
Digital Marketing, New Matter Music
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EXECUTIVE SUMMARY
The current state of the music industry is such that physical media and promotions are no
longer the dominant force they once were. The Recording Industry Association of America
notes that digital music, between streaming and downloads, accounts for nearly two-thirds
of total music sales, and that share of the market appears to be growing every year.
New Matter Music acknowledges this and seeks to become the leader in a digital music
revolution. By establishing our record label with a completely digital focus, we can provide
our developing artists with the proper tools to succeed in this increasingly digital media
landscape, without the unnecessary costs of physical media. While we understand the desire
for fans and artists to still purchase CDs and vinyl records, digital media will soon be the
only music media worth pursuing. We are simply getting a jumpstart.
New Matter combines traditional record label functions, including booking, management,
and promotions, with a purely digital distribution method, offering download services
through our website as well as constructing deals with the most influential digital music
providers in order to provide our special roster of artists with the most efficient way to share
their art in this day and age. Our artists are our clients that we support and nurture, and our
customers are the general music-loving population that we know will love the music we have
to present to the world.
Our expectation is to be at the forefront of a shift away from physical media, by taking
advantage of the plethora of digital opportunities already available to music-makers and
distributors. New Matter will become a model for future labels to come, with its unique
blend of management services and complete focus of resources on getting the most out of
what is the most profitable way to earn money for artists, aside from touring.
Our goal is to help the music industry realize that physical media is a thing of the past. Our
artists’ careers will benefit from a direct-to-digital model by avoiding expensive physical
printing costs (which do not have a guaranteed return) and by circumventing traditional
industry release time constraints.
Our immediate goal is to have five artists signed with New Matter Music and to support
each with an album release and tour in the first year of business. These artists have proven
their artistic and creative prowess to us and their already existing fan bases, and we would
be honored to help share their music in the most focused and efficient way we can. By
building up our roster immediately, we can begin to make an impact in the digital music
world with our revolutionary business model.
Currently situated in The Incubator in Evanston, IL, and through partnerships with various
recording studios, New Matter Music is working alongside like-minded individuals in the
world of innovation. We see ourselves as forward-thinking in our music space, and this
location gives us an opportunity to expand our thinking beyond traditional media models
and into what makes sense for the future of our industry.
Zachary Silva
New Matter Music

!

3

VISION STATEMENT

Leading the evolution of digital music.

MISSION STATEMENT

As a music label in the current media landscape, we find the outdated
method of physical music distribution and marketing to be an archaic and
wasteful practice. It is our goal to revolutionize the way we gather and
distribute art, by creating a completely digital music label. Through our
work, we seek to pair with other forward-thinking music services and
capitalize on this opportunity for new artists in a focused and curated way
unseen in the industry thus far.
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THE COMPANY
Disintermediation – the reduction in the use of intermediaries between producers and
consumers. We are applying this concept between artists and their necessary
counterparts, music customers, making the B2B experience among artists less
complicated and ultimately less wasteful. Our label will begin the inevitable process of
digitalization within the music industry and take it into the future. We seek to innovate
artist experience, music distribution and media consumption.
We are a completely cloud based label. We are taking the concept of digital music
distribution and evolving it into a full label structure with marketing and managerial
support. We exist as a connector from amateur exploits to professional ventures. We do
this in multiple ways:
1) Media Distribution Partnerships
We create partnerships with Digital Distribution services such as iTunes, Beats Music,
Amazon Music and Google Play Music in order to directly serve consumers. This to us is
the only sensible way to distribute music in the current music industry. By securing
cloud-based platforms at the infancy of label digitization we are effectively setting the
standard for healthy relationships between labels and distribution services. Typically,
distribution partners can be reluctant when you have an unproven track record. But
because of the low first-copy costs associated with our entirely digital distribution
model, all parties in this deal will benefit.
2) Professional Management and Marketing Services.
We are a fully functional marketing firm with personalized booking agents to service all
of our affiliated artists. Intuitively we exist online. The days of canvassing and street
organizing are over. We are able to spread each artist’s brand over the web, through
Social media advertising and Search Engine Optimization. Our brand ambassadors
stationed at each locale drum up local support while we focus on national and
international campaigns.
3) Partnerships with studios
We develop partnerships with a variety of studios in a variety of locales. For example,
this would allow an R&B artist in Chicago to work with an R&B studio and producer
near their geographic location in Chicago. Essentially, we act as curators of professional
music recording services to our roster of diverse and talented artists.
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THE INDUSTRY
Before the digital music industry began to flourish, a non-digital format was the means
to consume music. Vinyl, cassettes, and CD’s were a durable, tangible, and primary way
for the industry to sell and distribute its music products. In 2009, recorded music
revenues in the US and EU declined to 42% of their high water mark from 2000,
representing a net loss of $20.2 billion. (Mulligan) Due to the uprising of the Internet
and technology, a sudden shift in the way that listeners consumed their music
drastically affected the ways of the industry.
In today’s digital ready world consumers can access their music at anytime and
anyplace. Smart phones, tablet devices, and laptops are equipped for easily accessible
digital distributors who provide easy streaming music to audiences, creating
convenience for most listeners. As a result, a lessening for the need of an actual CD in
peoples’ homes occurs. This posed a challenge to traditional companies as the steady
sales they were once generating was now being cut by the temptation of technology.
This is why we believe our company will flourish in the mix of the current music
industry. The Recording Industry Association of America notes that digital now
accounts for 39 per cent of total industry global revenues, and in three of the world's top
10 markets, digital channels account for the majority of revenues. (RIAA) New Matter
Music aims to further the digital music space by capitalizing on a holistically digital
approach for both our fans and artists. Minimizing fees for physical media we aim to
take on the industry by managing and distributing our artists talent and music
throughout the digital music world. New Matter music will create partnerships with the
digital distributors in order to provide readily accessible music for our consumers.
New Matter Music, hoping to partner with a distribution company such as iTunes, hopes
to help seek great return to the artists that they develop. Analyzing iTunes we can see
that their payout rate is $.70 per $1 and we believe focusing on this stream of revenue
can be beneficial for our artists.
Because of our extreme low costs as a start up holistic digital approach to consuming
music, we aim to create solid relationships with distributors in the early stages of our
company. A few fees that a non-digital distribution method includes are a 10% breakage
fee on the copies sold for any physical records as well as a 35% reserve for the returns of
CDs. (Rick Morris, MSLCE) Because costs like these are exclusive to physical
distributors our company will dodge a lot of high-end costs resulting in less expenses for
our company. We also will save on traditional expenses such as the 15% of standard free
goods when promotional hard copies of artists’ music are given out to people. With our
projections aiming at 4,000 sales per artist, our breakeven is considerably lower. We are
not hesitant to reach these numbers because of the hurdles associated with producing
and distributing a traditional album, being extremely different for our digital method.
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THE MARKET
The music industry and target customers
The market for music has evolved over the last century. The changes that have occurred
paved the way for the digital age of today. Since its inception, streaming music from any
smart device or computer has evolved the world. The numbers have exceeded
expectations — a Nielsen Study shows that one third of the U.S. population accounts for
seventy percent of entertainment spending. Music consumption follows the 80/20 rule,
utilizing the “high spenders” that make up households of an income of 35,000 to 66,000
a year. Four out of every five dollars or seventy eight percent of entertainment spending
is spent on music.
Who are the Digital Music Listeners? How we are going to break into that
market? What is our strategy? (Nielsen)
Millennials are growing up with digital and that’s what we need to concentrate on.
According to the data, the most purchase power is located in high school and college
markets. Other general music customer demographics include: men at fifty five percent
than women at forty five percent, the 18-34 demographic of Hispanic listeners at twenty
nine percent and Caucasian listeners at sixty three percent. There is also a breakdown in
the education level of those that stream their music – the High School Graduate and
Some College categories are the most prominent consumers at thirty six percent.
We should break into this market by following a plan of strategic advertisement. College
radio stations, announcement billboards, special events, and college representative
programs are examples of potential projects. The need to have students involved could
bring in interns to relay the word to their peers. New Matter Music is a fresh brand with
a twist that could expand in the next few years if generated in this grassroots manner.
Players in the digital music marketplace
The competition in music streaming has set the map and informed what to do and not to
do to succeed digitally. These particular services are our colleagues to distribute our
content, but we can use their information to help us distribute effectively. Google Music
is the top in catering to independent musicians, but is only generated in the United
States which is a good starting point. Since we do not have a global reach yet, this will
give us the chance to build up more exposure at home. Amazon offers low purchase
prices for DRM-free music and they give five-dollar credits back to buyers upon
completion of a music sale in some cases. This could work as an extra incentive for
consumers to buy our products. iTunes offers low prices, cloud storage, and an
independent musician selection. We could use the cloud as U2 did with their recent
release. When you download the application or update it, our music could already be
uploaded. This strategy would help us to at least have the indie content already in music
!
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storages for play. The prices for indie music may fall below the standard ninety-nine
cents, which could help us to sell more through listeners wanting to sample our music at
low costs. The possibilities with digital media are endless.
YouTube will help us with video releases in the future. The bands can make their own in
any format that they want and upload it. This will allow the artists to be more creative in
the way they feel the public should see their images. After the label gets stable then we
can incorporate a video budget.
Competitive Advantage
Fellow record labels are our primary competition, specifically independent companies
like Sub Pop, Matador, and the various small independent labels throughout the United
States. The main difference between their models and ours is our focused efforts on
digital distribution methods, as opposed to their incorporation of physical printing and
physical releases. As noted in our section on The Industry, the various additional costs
with physical releases (breakage fee, reserve, standard and special goods) make room
for profit very difficult.
Otherwise, our competitive advantage is we are new with no boundaries. We can
develop our website to have the digital purchase available on the homepage of each
artist. This will help us beat other record labels because there are no purchase points on
their individual pages. As we are completely digital, there will be no wait time associated
with standard physical distribution. The other labels have to go through a wait time with
CD and vinyl production and so consumers can turn to the digital distributors. This
efficiency will be catered only to the bands on our label.
See appendices (page 15) for additional informational graphs.
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THE ORGANIZATION
New Matter Music is comprised of a small team of music professionals, spanning the
different sectors of the industry. Our team is comprised of Zachary Silva (CEO and
CFO), Alec Schulman (COO, Digital Partnership and Distribution Manager), Myoshi
Price (Head Agent), and Natiya Reggans (Digital Marketing). As our company grows, we
will fill the need for administrative assistants and welcome any bright interns to partake
in our revolutionary business.
Our current workspace is in The Incubator, a space located in Evanston, IL that provides
room to budding entrepreneurs and small businesses, much like ourselves, who would
benefit from discounted space in the formative years of their projects.
Rather than receiving flat salaries, our company wants to base our individual success off
of the success of our artists. This model results in a percentage of total revenue the
company receives from sales as yearly salaries. (Year One = 10%, Year Two = 20%, Year
Three = 20%) This allows our company to reinvest the majority of our earnings back
into operations to support the venture as far into the future as possible.
Our roster of artists is as much a part of our business as we are. We anticipate one
album per year for the artists on our roster, along with subsequent touring, and a
healthy roster of fifteen artists by year three. The majority of our roster will be local
artists as a way to provide up-and-coming Chicago based musicians with the support
and exposure they need. As our company grows, formal expansion to other music hot
spots in the country and the world are important.

!

9

CRITICAL ASSUMPTIONS
•

Avoiding physical reduces costs greatly and allows us more flexibility as a start-up

•

Our artists will pay on time, otherwise, we will negotiate payment deals to support
them

•

We will have to rely on a strong digital marketing plan without the on-the-ground
marketing help of physical releases in stores

•

Start-Up funding
o We achieve $13,500 in a Kickstarter campaign
o We each put $2,500 into the company, between our own money and our
family/friends
o We achieve a $4,000 Individual Artists Program Grant from the City of
Chicago

CRITICAL RISKS

!

•

Being completely in the digital space makes piracy a greater threat, meaning we
would need stronger cyber security

•

Initially, our promotions will be inferior to those of established labels and artists

•

Consumers may view us unfavorably as a threat to physical media

•

Artists that we sign could possibly be less responsible than we had hoped
o Material produced may be inferior or less frequent than planned
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FINANCIAL PROJECTIONS
First Year Timeline of Events
General Ledger (2015)
Assets
Event Cash

Rent

Stockholder's Equity
Supplies = Liabilities Additional Funding Retained Earnings Description

1

10,000

$10,000

Put our own into the business

2

13,500

$13,500

Successful Kickstarter campaign

3

4,000

$4,000

4

-$110.00

Individual Artists Program grant

5 -$11,000.00

-$110

Purchase website and web development tools

-$11,000.00

Purchase cyber security for the rest of the year

6

-$200

$200

7

-$9,500

Purchase supplies

8

$25,000

$25,000

Promotions/Marketing Services initial payment

$9,500

Rent out Incubator space for rest of year

9

-$5,000

-$5,000

Chatter uses 100 hours of studio time

10

-$5,000

-$5,000

King Rooster uses 80 hours of studio time

11

-$5,000

-$5,000

The Mysteries of Life uses 80 hours of studio time

12

-$5,000

-$5,000

The Toasted Coconuts 50 hours of studio time

13

-$120

-$120

14

-$5,000

-$5,000

The Robbie Walker Experience uses 50 hours of studio
time

15

$12,600

$12,600

Chatter debut album - total digital music sales

16

$12,600

$12,600

King Rooster new album - total digital music sales

17

-$60

-$60

Purchase digital advertising for The Mysteries of Life

18

400

$400

1 month Chatter tour (20 dates)

19

$400

$400

1 month King Rooster tour (20 dates)

20 $12,600.00

$12,600

Purchase digital advertising for Chatter + KR albums

The Mysteries of Life EP - total digital music sales

21

-$60

-$60

22

$2,000.00

$2,000

1 month Mysteries of Life tour (20 dates)

23 $12,600.00

$12,600

The Toasted Coconuts debut album - total digital music
sales

24

-$60

-$60

Purchase digital advertising for TRWE
1 month The Toasted Coconuts tour (20 dates)

25

$400

$400

26

$12,600

$12,600

27

$400

$400

28

-$9,160

-$9,160

Total

$63,830 $9,500

$200 =
$73,530

!
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$27,500

$73,530
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Purchase digital advertising for The Toasted Coconuts

$46,030

TRWE debut album - total digital music sales
1 month TRWE tour (20 dates)
Salary paid (10% of total revenue)

Income Statement – Year One

Income Statement

January

REVENUE

February

$0

March

April

May

June

July

$25,000

August

September

October

November December

$25,200

$13,400

$14,600

$13,400

-$950

-$950

-$950

-$950

TOTAL - Year 1

$91,600.00

EXPENSES
Rent (The Incubator)

-$950

-$950

-$950

-$950

-$950

-$950

Legal Fees

$0.00

Supplies

-$20

-$20

-$20

-$20

-$20

-$20

-$20

-$20

-$20

Exec. Salaries

-$20

-$200.00

-$9,160

-$9,160

Administration

$0

Studio Time

-$10,000

-$10,000

Digital Promotions (Ads,
etc.)

-$5,000

-$120

-$25,000.00
-$60

-$60

-$60

-$300.00

Events

$0.00

Website Development

-$110

Cyber Security

Total expenses

Net income

-$9,500.00

-$1,000

$0

$0.00

-$1,000

-$110.00
-$1,000

-$1,000

-$1,000

-$1,000

-$1,000

-$1,000

-$11,000.00

-$2,030.00 -$2,030.00 -$1,970.00 -$11,130.00

-$55,270.00

-$1,000.00 $22,920.00 -$11,970.00 -$1,970.00 -$12,090.00 -$6,970.00 $23,170.00 $11,370.00 $12,570.00 $11,430.00 -$11,130.00

$36,330.00

-$1,000.00 -$2,080.00 -$11,970.00 -$1,970.00 -$12,090.00 -$6,970.00 -$2,030.00

-$1,000

-$1,000

-$1,000

Income Statement – Years 1-3

Cash Flow Statements – Year One
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Cash Flow Statements – Years 1-3
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Balance Sheet – Year One

END OF
MONTH

January February March

April

May

June

July

August

September October

November

December

TOTAL Year 1

$29,850

$28,830

$17,690

$11,670

$35,790

$48,110

$61,630

$74,010

$63,830

$63,830

$1,900

$2,850

$3,800

$4,750

$5,700

$6,650

$7,600

$8,550

$9,500

$9,500

Assets
Cash

$26,500 $40,870

Rent

$950

Supplies
Total Assets

$20.00

$40.00

$60.00

$80.00

$100.00

$120.00

$140.00

$160.00

$180.00

$200.00

$200.00

$41,840

$31,790

$31,740

$21,570

$16,520

$41,610

$54,900

$69,390

$82,740

$73,530

$73,530

0

$26,500

Notes payable

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

Total
Liabilities

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$27,500 $27,500

$27,500

$27,500

$27,500

$27,500

$27,500

$27,500

$27,500

$27,500

$27,500

$27,500

0

$1,000.00 $13,370.00 $2,350.00

$1,330.00

-$9,810.00 -$15,830.00 $8,290.00

$46,510.00

$46,030.00

$46,030.00

Liabilities

Stockholders’
Equity
Additional
Funding
Retained
Earnings

$20,610.00 $34,130.00

Total
Stockholders’
Equity

$0 $26,500

$40,870 $29,850.00 $28,830.00 $17,690.00 $11,670.00 $35,790.00 $48,110.00

Total
Liabilities
and
Stockholders’
Equity

$0 $26,500

$40,870

!

$29,850

$28,830

$17,690

$11,670

16

$35,790

$48,110

$61,630.00

$74,010.00

$73,530.00

$73,530.00

$61,630

$74,010

$73,530

$73,530

Balance Sheet – Years 1-3
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APPENDICES
Charts (Nielsen, Statista)
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Projections
Additional Funding
• Crowdfunding - Kickstarter - $13,500-15,000 average for successful/fulfilled
music label campaigns
• Individual Artists Program http://www.cityofchicago.org/content/city/en/depts/dca/culgrants/programs/i
ndividual-artist.html
Revenue
• Album sales
• Zoe Keating, avg album sales for independent artist = 4,000 albums, 40,000
singles - http://www.theguardian.com/technology/2014/feb/24/zoe-keatingitunes-spotify-youtube-payouts
• iTunes payout = $.70 per $1 sold
• Promotions - Jeff McClusky & Associates = $5,000 for a basic campaign
• Booking commission - How Stuff Works = 5-10%
(http://entertainment.howstuffworks.com/booking-agent3.htm, Pomplamoose http://www.digitalmusicnews.com/permalink/2014/11/25/band-just-finished28-day-tour-made-much)
• Tour payments
o Colin DeKuiper, formerly Lincoln Hall + Schubas
! Openers make $100-250 per show, not including bar sales or split
deals at door
Expenses
• Legal Fees → Wall Street Journal - introduction of flat fees for legal fees for small
businesses (~$100/month) http://www.wsj.com/articles/SB100014240527487036151045753291936407644
92
• Cyber Security → Bloomberg - ($12.95 per employee per month, an antivirus
service costing $3 per employee per month, and online backup at 50¢ per
gigabyte) - http://www.bloomberg.com/bw/articles/2014-10-31/cybersecurityhow-much-should-it-cost-your-small-business
• Supplies –
• Studio time - Average of $200/hr based on Chicago area studios
• Rent - The Incubator, Evanston IL - $1.90 per gross foot per month (50 gross feet
= $950/month)
• Digital Promotions - Facebook advertising = $60 for a reach of 15,000-41,000
people
• Website Development - $10/month - http://www.executionists.com/blog/costto-build-websites-2014/
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