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Case studY


Before the 2005 release of Guitar Hero, you had probably 
never heard of Harmonix. The videogame design studio 
quickly found itself in the spotlight when Guitar Hero be-
came the fastest videogame in history to top $1 billion in 
North American sales. The game concept focuses around a 
plastic guitar-shaped controller. Players press colored but-
tons along the guitar neck to match a series of dots that 
scroll down the TV in time with music from a famous rock 
tune, such as the Ramones’ “I Wanna Be Sedated” and Deep 
Purple’s “Smoke on the Water.” Players score points based 
on their accuracy. In November 2007, Harmonix released 
Rock Band, adding drums, vocals, and bass guitar options 
to the game. Rock Band was originally released with a $169 
price tag (most videogames retail at $50–60) and sold over 
five million units in its first year. In 2006 Harmonix’s found-
ers sold the company to Viacom for $175 million, which al-
lowed them a larger budget for product development and 
music licensing for the games. The sale did allow Harmonix 
to maintain their operational autonomy. 


One of the keys to the success of Harmonix and Rock 
Band was its appeal beyond the core gamer demographic, 
reaching to first-time gamers and families. The company 
was originally founded by Alex Rigopulos and Eran Egozy 
in 1995 and focused around a company vision of providing 
a way for people without much musical training or talent 
to experience the joy of playing and creating music. The 
founders believed that if people had the opportunity to 
create their own music, they would jump at the chance. 
Their first several attempts to market their concept, how-
ever, fell flat— while the software always proved techni-
cally impressive, people generally expressed little interest 
in trying it out or didn’t seem like they were having much 
fun when they did. 


In 2000, Rigopulos and Egozy hit on a concept that 
engaged consumers, and Harmonix became a video-
game company. The move from software to videogames 
gave Harmonix’s ideas a sense of purpose and a way to 


use the competition found in videogames to help engage, 
direct, and motivate players. At the time, however, the 
market for music-based games had not fully developed, 
and Harmonix produced several rhythm-based games 
that proved too complex and expensive to gain a broader 
audience. 


Harmonix finally found some measure of success in 
its 2004 release of Karaoke Revolution, in which players 
scored points singing along to pop songs. This allowed the 
player to be a part of the music. In 2005, Harmonix part-
nered with RedOctane, a company that made peripheral 
videogame controllers and had a similar philosophy for 
attracting gamers, and together they created Guitar Hero. 
Guitar Hero put players in the role of the lead guitarist in a 
rock band that was climbing its way to stardom. The game 
soundtrack, filled with remixes of classic American rock ‘n’ 
roll hits, would appeal to a broader musical audience, and 
the guitar controller put the iconic instrument of American 
rock ‘n’ roll directly in the player’s hands. The game was re-
leased in November of that year, and when retailers set up 
in-store demo kiosks, game sales went through the roof. 


After the success of the first game, even real rock stars 
began to pick the game up, demonstrating its broad ap-
peal. Music labels started to jump on the bandwagon, 
allowing the licensing of actual songs rather than just 
composition rights. The franchise achieved even greater 
appeal as it made its way onto the Nintendo Wii, a video-
game console that broadly appeals to families and casual 
gamers. 


When Rock Band 2 came out in 2008, the market for 
music-based games appeared to have reached maturity. 
As sales fell, Harmonix and its competitors began aggres-
sively pushing new products into the marketplace in the 
form of expansion games and downloadable content 
packages. Prices fell in an attempt to rekindle sales. In 2009 
and 2010, Rock Band expansions with the Beatles and 
Green Day both underperformed. 


harmonix 
emBrace Your inner rock Star 
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2.  Under which of the six new product categories would 
Guitar Hero be classified? 


3.  What were some of the signs that the music-based 
videogames had reached maturity? 


 


By the end of 2010, when Rock Band 3 was released, 
many analysts predicted the music-based videogame 
market would disappear almost as quickly as it had ap-
peared. In its first weeks on the shelves, Rock Band 3 moved 
barely 250,000 copies of the game despite positive reviews 
and new features, such as “Pro” mode. “Pro” mode allows 
experienced musicians to more closely simulate playing 
an actual guitar. Harmonix had gone from creating a $600 
million blockbuster to being an expense— costing the 
company $300 mil lion. In January 2011, Viacom closed the 
doors on the gaming industry, selling Harmonix for $50 
million in tax incentives, the divestiture of Harmonix’s li-
abilities, and $50 in cash. 


Sources: Don Steinberg, “Just Play,” Inc., October 2008, 124–134; Ethan Smith, Yutari Iwatani Kane, Sam 
Schechner, “Beatles Tunes Join Rock Band Game”, Wall Street Journal, October 30, 2008, http://online.wsj 
.com/article/SB122531701276881747.html (Accessed November 8, 2012); Dan Gallagher, “Is ‘Guitar Hero’ 
Hitting Its Peak?” Market Watch, December 12, 2008, www.marketwatch.com/story/guitar-hero-rock 
-band-games-may-be-peaking-analysts-say (Accessed November 8, 2012); Harmonix Music Systems, 
www.rockband.com (Accessed January, 6, 2011); Data Analysis, “Software Totals,” VGchartz, December 25, 
2010, www.vgchartz.com/worldtotals.php (Accessed January 3, 2011); Mike Sharkey, “Viacom Puts  
Rock Band Studio Harmonix up for Sale,” GameSpy, November 11, 2010, www.gamespy.com 
/articles/113/1133648p1.html; Martin Peers, “Viacom Hits Wrong Note,” Wall Street Journal, November 13, 
2010, http://online.wsj.com/article/SB10001424052748704658204575610671422176704.html (Accessed 
November 8, 2012); Chris Kohler, “Harmonix Sale Signals Meltdown of ‘Plastic Instrument’ Biz (Update),” 
Wired, November 11, 2010, www.wired.com/gamelife/2010/11/viacom-sells-harmonix (Accessed 
November 8, 2012). 


QueSt ionS 
1.  Use the five product characteristics to analyze the rate 


of adoption for music-based games. 
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