
GM: DOWNSIZING THE HUMMER
Question 1

Two of Maslow’s needs that may motivate a purchase are esteem need and self-actualization need
Belongingness Need

People need to feel that they are part of a group.  At this stage people began to look outside of the family to satisfy this need and the need for affiliation is at its strongest. GM targeted buyers with an average age of 42 and annual household incomes above, US$125 000. Even though this group may not be able to afford a Hummer H2, a sense of belonging would motivate its purchase.  Also, the Hummer H2 is a big brand so this group may purchase it for a show and just to be a part of the crowd.
Self-Actualization Need
This need motivates people to try to fulfil their potential and live life to its fullest.  This group no longer need groups to take care of their deficiencies but need groups in which to find and express their wholeness. The Hummer H2 has many features that influence this group.  It provides entertainment with its featured nine-speaker Bose stereo system which could be upgraded to include heated leather front seats and a six-disc CD changer or an Adventure package that added air suspension, brush guards, and crossbars for the roof rack. The Hummer is a luxury off road vehicle which offers a smooth drive. People who buy it often has other vehicles which they use for routine driving because of high gas prices. This group is motivated to buy the hummer because they can afford it and other than the luxury, safety and comfort it offers, Hummer owners are proud and they know they will get attention. 
Question 2 – Product characteristics that affects the rate of adoption
Relative advantage
Relative advantage is the degree to which the innovation seems to be superior to existing products. The Hummer H2 has good off-road capabilities; It is 13 cm narrower than the Hummer and about 32 kg lighter. It was about 635kg heavier than other SUVs and had a 316-horsepower engine. It also has a nine-speaker Bose stereo system that could be upgraded.
Compatibility: The degree to which the innovation conforms to the values and experiences of potential consumers. Hummer H2 featured a hugh 6.5 litre v-8 turbo-diesel engine that produced 195 horsepower and propelled the Hummer from 0 to 100 kph in a snail-like 18 seconds. However, the purpose was not speed but it was designed like the Humvee with the compatibility to help people through rugged off-road paths, slopes, rocks and high waters.
Complexity: the degree to which the innovation is difficult to recognize or use. To help buyers learn how to handle the Hummer in off-roads situations, AM General had offered an Academy where drivers learned to handle vertical walls, high water, 40 percent side slopes, and 60 percent inclines.  There is nothing complex about the Hummer H2, however, like AM General, GM could also offer lessons for its buyers who may be interested.
Divisibility: the degree to which the innovation may be tried on a limited basis. Hummer H2 are very expensive. Hummer targeted buyers with an average age of 42 and annual household incomes above US$125 000. The rate of adoption will increase if there are other options to buy such as lease to own.
Communicability: the degree to which the results of using the innovation can be observed or communicated to others. GM used two different TV ads for promotion which demonstrate the use of the vehicle. It was marketed as both a general purpose vehicle and as an off-road vehicle. This will spread and increase the adoption of the Hummer.
The objective of GM's mass marketing was to maximize sales.  It predicted that it could sell 19,000 H2s in 2002 and 40 000 units per year thereafter.   I think GM sales prediction was too high.  Hummers owners were spending US$50 for gas every 515km. GM did not expect that the soaring gas prices would affect sales of these vehicles. Also, there is more and more evidence that global warming is a reality and SUVs are being targeted by environmental activists. Increase in sales of hybrids vehicles produced in Japan also hampered the sales of the H2.  Ongoing costs, risks and uncertainty are factors that should be taken into consideration before making sales prediction.
Question 3
Demographic Segmentation
For demographic segmentation GM uses age, gender, income and occupation and for psychographic segmentation GM uses lifestyle.
Age – GM targeted buyers with an average age of 42.
Gender – GM targeted ladies of the corporate sector for the H2. For promotion GM uses an ad with a woman driving the H2 through an urban district the ad concluded with the line, “Threaten Men in a New Way”.
Income – GM targeted buyers with an annual household income above US$125 000.
Occupation –  GM believed that the H2 would appeal to wealthy consumers who had jobs in investment banking and similar jobs
Lifestyle - Based on a research GM believed that the H2 would appeal to wealthy baby boomers and to “successful achievers,” 
Question 4 

AM General positions the Hummer H1 on off-road capabilities and its military heritage and targeted only serious elite road warriors who were willing to pay more than US100 000 to have the toughest vehicle in the carpool. Its target was 50 years old and household incomes above US$200,000.
In 2002 GM positioned the Hummer 2 in the luxury SUV market to compete with the Lincoln Navigator or GM’s own Cadillac Escalade and targeted buyers with an average age of 42 and annual household incomes above US$125 000.
The competitive advantage GM used in positioning the Hummer H2 was the additional features such as a nine-speaker Bose stereo system which could be upgraded. The H2 was also 13 cm narrower and about 32 kg lighter than the H1 and has a 316-horsepower engine which made it faster than the H1.
The H2 has a 316-horsepower engine that slurped almost 20 litres of gasoline every 100km and H2 owners were spending US$50 for gas every 515km. This affected the positioning of the H2.  Increased competition of Japanese hybrids vehicles also affected the H2 position.
