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- I don’t even understand how I could’ve owned ‘ordinary’ cars before. Saab is the ride 

for me. Just look where the ignition is placed. Genius car! 

- A guy in my position is surely expected to drive an S-class Mercedes. I’ve chosen my 

own style and prioritize the practical qualities of the XC90.  

- Many believe that I’m an ordinary corporate fella, but when I’m finished at work I ac-

tually put on my leathers and take the Harley for a spin. 

Do like 2 860 000 Swedes – you too become an individualist! 

 

 

 

 

 
  

Source: Teknikens värld 02:24. 
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Abstract 

Denna magisteruppsats i ekonomisk historia har som syfte att utforska varför den svenska bil-

parken är mer bränslekrävande än genomsnittet i Europa, samt att identifiera de historiska 

processer som påverkat formandet av den svenska bilparken. Tidigare miljöinriktad forskning 

inom ekonomisk historia har fokuserat på strukturomvandling och institutionell förändring 

inom industri- och hushållssektorn. Denna studie utforskar den privata transportsektorn ge-

nom att studera Volvo som varit tongivande i att forma sammansättning av den svenska bil-

parken. Genom att studera två av Sveriges största biltidningar – Teknikens värld och Volvos 

egen konsumenttidning, Ratten – samt årsberättelser och hållbarhetsrapporter från Volvo, har 

historien om varumärket Volvo och Volvos relation till miljön utforskats.  

Volvo antog ’kvalitet’ och ’säkerhet’ som kärnvärden vid starten 1927. ’Omsorg om mil-

jön’ lades till som ett tredje kärnvärde 1972 vilket antas vara av relevans för hur Volvo byggt 

sin identitet. Hur Volvo tolkat ’omsorg om miljön’ i relation till sitt varumärke och hur det 

integrerats i företagets produktionsprocesser är utgångspunkter för uppsatsens undersökande 

del som sträcker sig från 1972 till 2014.  

Resultatet visar på att begreppet ’miljö’ har omtolkats av Volvo och följt den samhälleliga 

diskursen ganska väl. Från att handla om den lokala ’arbetsmiljön’ och det som kopplas därtill, 

till att handla om regionala utsläpp av partiklar för att till sist innefatta ett globalt perspektiv. 

Resultatet visar också att Volvo på grund av höga kostnader för arbetare och en stor efterfrågan 

från den amerikanska marknaden drivits till att producera stora och dyra bilar som drar 

mycket bränsle. På grund av att Volvo inte kunnat konkurrera med höga försäljningsvolymer 

har man istället satsat på säkra och hållbara bilar som kunnat bringa högre vinstmarginaler.  

Efter krisen på 1990-talet och ett byte av ledarskap från Pehr G. Gyllenhammar till Sören 

Gyll, visar resultatet att ’omsorg om miljön’ fick en mer framskjuten roll i Volvos varumärkes-

byggnad. Samtidigt beslutades att Volvo skulle ta ytterligare steg mot att tillverka bilar i pre-

miumsegmentet vilket var svårt att kombinera med miljöhänsyn vad gäller bränsleförbruk-

ning.  

Slutsatserna som dragits från denna uppsats är att Volvo efter andra världskriget lycka-

des skaffa sig en ’pionjärsfördel’ – pioneering advantage – genom en stark introduktion av PV 

444/544-modellerna på 1940- och 1950-talet och att man sedan kunnat använda denna fördel 

för att omtolka svenskars preferenser att välja bränslekrävande bilar. Detta innebär att företag, 

om de vill, har möjlighet att styra konsumenter mot att välja bättre miljöanpassade produkter. 

I uppsatsen argumenteras för att avsättningsmarknader spelar stor roll för möjligheten för fö-

retag att ställa om produktionen till att leverera ’grönare’ produkter.  

 

Keywords: economic history, branding, Volvo, car industry, greening, environment, emis-
sions, auto-industry, Swedish car fleet, pioneering advantage 
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1. Cars, Volvo and the environment 

My first own car was a 1991-year model of a white Ford Mondeo. ‘A lot of car for your money’ 

my father argued. I agreed. I myself was rather ignorant regarding other car makes and what 

specifications to look for in a car; I however trusted in my father’s judgment. When I was 16, I 

started practice driving with my father’s Ford Scorpio. Practicing with the Scorpio made me 

familiar with Ford, and I felt that my Mondeo was reliable and comfortable. Reliable because 

my father who recommended it to me functioned as the main service technician. If anything 

went wrong, I knew whom to call for help. Comfortable because it was insutten1 almost as long 

as I had existed. My father filled my head with connotations of a Ford car, and in that respect 

connotations of the Ford brand. My father’s ‘branding efforts’ made me loyal to the Ford brand, 

although not necessarily in accordance with the intentions of Ford’s branding strategies. Alt-

hough I knew of other brands, I would not believe that any of them could suit me better than a 

Ford.  

Just one year after I purchased my first car, I searched for a more environmentally be-

nign car solution. I wanted to switch the petrol propelled Mondeo for a car that could be filled 

with an alternative fuel, i.e. ethanol. Looking for a green car in 2010, alternative fuels and 

mainly ethanol was discussed as the saviour to green the Swedish car fleet.2 My preference for 

a greener car solution triggered my father to find me a biofuel Ford Taurus that could run on 

both ethanol and petrol. Ford was still the car of choice. In my view it was also the best choice. 

Indeed, my father’s branding had an effect on my preference for cars.  

Sometime before I sold my Taurus and started my undergraduate studies in early 2011, 

I realised that no car could really be green. No car can have positive impacts on the environ-

ment, just more or less negative impacts.3  In fact, rather worse than less bad is the character-

istics of the Swedish car fleet, which for a long time have had the highest levels of CO2-emission 

per car in Europe. Emissions of CO2 is roughly a proxy of fuel consumption, meaning that cars 

in Sweden have been particularly fuel demanding. In absolute terms the Swedish car fleet, 

household transport in other words, have not significantly reduced emissions since the 1990s, 

despite Sweden’s otherwise comparatively good environmental performance and reputation.4 

                                                        

1 Insutten is a Swedish adjective that describes what a couch, arm chair or, as in this case, the car seats, become 
after extensive sitting. Mostly, something which is insutten is more comfortable or cozy than when it was factory 
new.  
2 See chapter 10 in Egan Sjölander, et al. (2014). 
3 An example of this is that the Swedish Consumer Ombudsman failed a lawsuit against General Motors who claimed 
that their Opel Omega was ‘environmentally friendly’ (miljövänlig) to the Swedish Market Court in 1990. General 
Motors was rendered to pay a fine on 100 000 SEK and to stop calling the Omega ‘environmentally friendly’. See 
Teknikens värld 90:21 pp. 38-39. 
4 See Figure 1. 
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The goal of Swedish climate policy is to reduce total emissions of CO2 with 40 percent by 

2020 compared to the emission levels in 1990.5 Domestic transport contributes to a consider-

able fraction of the total greenhouse gas emissions in Sweden, where private car transports 

constitutes a substantial source within transport. When this master thesis is written, the Swe-

dish car fleet is older than the European average,6 and the most fuel demanding in Europe,7 

while Sweden otherwise perform very well in terms of reducing  greenhouse gas emissions and 

other environmentally damaging emissions. 

Since the world wars, the dominating manufacturer of cars sold in Sweden is Volvo. In 

this respect Volvo also dominates the car fleet. Just like my father recommended Ford to me, 

parents have recommended Volvo cars to their offspring on a significant scale since the iconic 

PV 444 became a bestseller in the late 1940s to early 1950s. Since 1958, a Volvo have been the 

most sold car in Sweden.8 Volvo has held between 20 to up to 30 percent of the market since 

the 1970s. However, in 1972 the Volvo Corporate Group adopted ‘environmental care’ as a third 

core value into their business operations, next to quality and safety. Despite this, Volvo cars 

have yet on average been bigger, heavier and more fuel demanding than the average car in 

Europe, and in that respect had higher emissions of CO2. This suggests that in order to under-

stand the Swedish car fleet and why it is so CO2 intensive, one needs to understand Volvo.  

Volvo is one of the strongest and most valued Swedish brands. Understanding how the 

brand works in constructing the demand for their cars is of central importance to understand 

how Volvo became the undisputed leader of Swedish car sales, principally just like it is im-

portant to understand how my father was the one creating my views on the ideal car. Under-

standing Volvo and Volvo’s relationship to the environment is a way of understanding the Swe-

dish car fleet, and thus its bad environmental performance. Volvo’s choice of what to, and what 

not to, produce have had a massive impact on the Swedish car fleet, and is most probably re-

sponsible for the environmental performance of private motoring in Sweden.   

  

                                                        

5 DS 2014:11, pp. 8-9. 
6 See ACEA (2015b), p. 67. 
7 See Figure 3.  
8 See Ratten 74:2, p. 3; Lindgren (2011), appendix. 
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1.1 Introduction to the study 

Motoring, especially private cars, have a complicated relationship with society and the envi-

ronment. The car has become the number one mode of transportation in modern life, and as 

the CEO of Volvo Corporate Group between 1971 and 1993, Pehr G. Gyllenhammar, expressed 

it “the car is completely unpreceded when it comes to man’s physical freedom”.9 However, the 

car brings negative side effects: congestion, degradation of air quality in densely populated 

areas, traffic accidents with injuries and deaths as consequence, along with the threat it poses 

towards the global climate. Regarding fatal traffic accidents, the number of accidents per capita 

has been steadily declining since 1965.10 In terms of the environment though, especially re-

garding the climate, Swedish cars have lagged behind the average European car. Figure 1 shows 

that the domestic transport sector’s emissions of CO2 has been steadily increasing in absolute 

terms since 1993. This trend tapered off when the financial crisis struck in 2007-2008.  

If we look at emissions from just private cars, excluding commercial traffic, we notice in Figure 

2 that the levels have been stable, apart from the reductions of emissions caused by the finan-

cial crisis in 2007-2008 and a small slump after 1992. The transport work made by private cars 

in Sweden was 94.9 billion RPK (revenue passenger kilometres) in 1990, which in 2007 had 

increased with 15.7 percent to 109.5 billion RPK.11 CO2-emissions from private cars decreased 

with 11.8 percent between 1990 and 2007. However, between 1993 and 2007, emissions from 

private cars actually increased with 0.2 percent. What this indicates is that the intensity of 

CO2/RPK has been reduced. Reduction in the aggregated levels of CO2 from private cars can be 

seen as effects of the financial crises in the early 1990s and in 2007-2008, while the stable 

                                                        

9 Ratten 85:4, p. 33. 
10 Trafikanalys (2014b). 
11 Trafikanalys (2014a). 
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Figure 1. Emissions of CO2, expressed in CO2-equivalents, in thousand tons, from domestic transport. 1990-2013. 
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period between the financial crises shows a slow improvement of CO2-intensity. Car usage and 

cars per se are a particular sort of consumer good, which suffers heavily from financial 

contractions. Levels of CO2-emissions from the car fleet have been reduced when it comes to 

grams of CO2/km. In absolute terms emissions from private cars have not been significantly 

reduced.  

In this context it is important to notice that previous research by economic historians, such as 

the works of Astrid Kander and Magnus Lindmark, has shown that the aggregate levels of 

emissions of CO2 started to decrease in the 1970s, and this with rather significant reductions, 

continuing through the 1990s.12 Research about reductions of the household sector’s CO2-

emissions has been covered, which points to the importance of the oil crisis and the energy 

policy for the decreasing levels CO2-emissions.13 Moreover, research have been undertaken 

regarding reductions of CO2 at the industry level, particulary within the highly energy 

consuming pulp and paper industry, which shows significant reduction of CO2-emissions in 

the wake of the oil crisis.14 Historical studies undertaken at the industry level points to the 

importance of the interplay between institutional factors such as regulation, knowledge 

building and strategies for green technology development as core explainations behind why 

the emissions at the industry level has been cut so considerbly since the 1960.15 However, no 

comparable studies have covered the transport sector in-depth, besides some research which 

shows the miniscule reductions of CO2-intensity in the transport sector between 1970 and 

1990.16 To sum up, there has been an growing interest within the field of economic history on 

the relationship between economic growth and the environment, including firm level 

                                                        

12 See Kander & Lindmark (2004), p. 303. 
13 Levin (2014). 
14 Lindmark & Bergquist & Andersson (2011). 
15 Lindmark & Bergquist (2008), and Söderholm & Bergquist (2012). 
16 Lindmark & Andersson (2010). 
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Figure 2. Emissions of CO2, expressed in CO2-equivalents, in thousand tons, from private cars. 1990-2013. 

 

Figure 1. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 2. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 3. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 4. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 5. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 6. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 7. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 8. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 9. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 10. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 11. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 12. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 13. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 14. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

 

Figure 15. Emissions of CO2, expressed in CO2 equivalents, one thousand tons, from private cars. 

Source: Naturvårdsverket (2015c). 
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perspectives, but there is very scarce research, if any, that has explored the sector of private 

motoring and transports with respect to the environment more in-depth.17 

Against this background of falling emissions at the macro and industry levels, as well as 

among the Swedish households, an important question to ask is why the transport sector did 

not experience redcutions of CO2, while other sectors did. The relative improvement in CO2-

intensity of the Swedish car fleet in relation to other countries is shown in Figure 3 and shows 

the CO2-intensity of new cars sold in Europe, expressed in CO2/km. When it comes to reducing 

emissions from new cars, the Swedish rate of reduction is the fastest in Europe. This fast catch-

up is a result of high initial emission levels, in fact the highest in Europe. As shown in Figure 

3, the average car in Sweden emitted over 200 g CO2/km in 2001. Germany, which in 2001 had 

Europe’s third most emitting cars, emitted about 180 g CO2/km. The Euro average was 10 g 

CO2/km lower than the German levels. Emissions of CO2 is directly proportional to the amount 

of diesel or petrol that is combusted. One litre of petrol transforms into 2,82 kilograms of CO2 

equivalents; a litre of diesel into 2,89 kilograms.18 The exact amount of CO2 emitted, however, 

depends on the energy mix. Petrol in Sweden is mixed with five percent ethanol. Ethanol as 

main fuel (E85) is mixed with 15 percent of petrol during the summer and 22-23 percent during 

the winter.19  

According the the Swedish Environmental Protection Agency, the reduced emission 

levels is mainly a result of new cars that can be run on both petrol and renewable fuels, a low 

level mix of ethanol in petrol cars, and a change towards diesel driven cars.20 This means that 

Sweden has had a much higher degree of fuel intensive cars compared to the European average. 

Still, in terms of environmental concern, Sweden has historically been seen as a progressive 

country. In 1972 the first UN Conference on the Human Environment was held in Stockholm, 

and in 2014 Sweden scored in as number nine among 178 countries regarding environmental 

performance.21 The question is why Sweden, with an otherwise generally good environmental 

reputation and performance, has lagged behind the rest of Europe in fuel efficiency of private 

car transportation and thus energy use.  

                                                        

17 An article by Eva Lindgren will be discussed in the next in 1.2.2. 
18 Miljöfordon.se (2015). 
19 Naturvårdsverket (2008), p. 23. Ethanol is harder to combust in cold weather. Mixing ethanol with petrol makes 
ignition easier during the cold months.  
20 Ibid., pp. 13-16. Since dieslel has a higher energy content, diesel cars have lower fuel consumption. 
21 This is according to the 2014 Environmental Performance Index, which is a joint project between the Yale Center 
for Environmental Law & Policy (YCELP) and the Center for International Earth Science Information Network 
(CIESIN) at Columbia University, in collaboration with the World Economic Forum. The index measures environ-
mental performance affecting health such as air and water quality, and ecosystem vitality such as biodiversity and 
climate impact.  
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1.2 Previous research and theoretical framework 

1.2.1 The failed case of emissions from Swedish cars 

Previous historical research on the environment and economy, then, shows that aggregate 

emissions in almost all sectors besides household transports have declined after 1970. In this 

respect private motoring is the black sheep of Swedish environmental performance. 

This issue, about why the Swedish car fleet is relatively more fuel demanding, has been 

researched foremost by Per Kågeson. In a number of reports and books he has discussed why 

Sweden is “worst in its class” when it comes to weight and fuel consumption, mainly focusing 

on political control measures such as how the fringe benefit system (förmånsbilbeskattningen) 

is constructed and how CO2 and fuel is taxed. 22 In the economic historian Eva Lindgren’s arti-

cle A Dark Side of Car Ownership she studies the rebound effect of fuel efficiency and engine 

power. She has studied the 50 percentiles of the most sold cars in Sweden since 1950, and 

shows that while fuel consumption per kilometer has been steady or declined rather slowly, 

the weight of cars have increased with 27 percent between 1975 and 2005, along with an esti-

mated increase of 80 percent in engine power.23 The rebound effect means that a technological 

induced increase in energy efficiency is offset by consumer behavior, which is a pattern that 

                                                        

22 Kågeson (2004). See also Kågeson (2007a; 2007b; 2011). 
23 Lindgren (2010), pp. 13-15. 

Source: ICCT (2015). 

Figure 3. Average car CO2 emission (g CO2/km), by EU-member state. 2001-2013. 
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Lindgren shows to be present since the 1950’s. Table 1 illustrates the relatively more powerful 

engines of the Swedish car fleet compared to the Norwegian, Finnish and European average. 

Norway and Finland comes closest to resembling Sweden in terms of topography, income lev-

els, amount of cars per 1000 inhabitants and road conditions. These facts makes Kågeson con-

clude that Swedish climate, meaning a need for bigger engines and bigger cars, is not an expla-

nation for the unique composition of the Swedish car fleet. 24 

 Sweden Norway Finland EU15 

1990 109 - - - 

1994 121 - - 84 

1998 122 103 - 91 

2002 135 111 111 103 

2006 139 118 123 113 

2010 137 121 124 113 

2012 137 125 129 119 

The studies by Kågeson and Lindgren give the picture that Sweden is a peculiar bird in the 

European flock. However, while Lindgren has focused on aggregated quantitative data and 

Kågeson on research on policy level, no studies have been focused on the business level. Kåge-

son mentions that the Swedish policy in transport matters has been designed in order to pro-

tect the two Swedish car manufacturers Volvo and SAAB,25 but little research has focused on 

the business sector itself. Mats Williander has contributed somewhat to such research by stud-

ying Volvo Car Corporation and recent strategies when ‘going green’, from a technological 

point of view with a focus on managerial networks, but without covering the period before the 

2000s.26 To answer why the Swedish car fleet is composed as it is, the historical importance of 

Volvo needs to be taken in to consideration. Volvo is the manufacturer that since the 1970s 

have produced the most sold car model in Sweden. In fact, the most bought car since 1958 has 

been a Volvo.27 Figure 4 shows that Volvos share of newly-registered cars has been rather con-

stant since 1970. The highest shares were reached in 1983 with 28.6 percent and 1996 with 

28.9 percent of total registrations. New registration then trickles down to the car fleet, making 

for a substantial share of cars in the Swedish car fleet wearing the Volvo logo. Since 1998 the 

share of the Swedish market has been around 20 percent, which still is a considerable share. It 

is possible to guess that Volvo in a few years will have lost its historical importance, but Volvo’s 

                                                        

24 Kågeson (2005), p. 21. 
25 Ibid., pp. 18-19. 
26 Se Williander (2006a) and (2006b). 
27 Ratten 74:2, p. 3; Lindgren (2011), appendix. 

Table 1. Average power of newly-registered cars, measured in horsepower, by country. 1990-2012. 

Source: own calculations from ACEA (2015c). 
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relevance in forming the composition of the Swedish car fleet to this day cannot be un-

derestimated. 

1.2.2 The importance of the brand 

Studying Volvo’s business and environmental strategies is a way of interpreting the historical 

legacy of the Swedish car fleet, regarding what the ‘typical Swedish car’ should look like. Re-

search directly concerning the Volvo Company has been undertaken from an economic per-

spective and a history of technology perspective by Henrik Glimstedt. His research have fo-

cused on Volvo’s early development, especially from the start in 1927 to the 1960s,28 but also 

briefly discussing the 1970s.29 Glimstedt‘s main conclusion is that Volvo has been shaped by 

international managerial influences on auto-manufacturing and the organizational responses 

towards worker dissatisfaction with the new methods. These dynamics, he argues, formed the 

Volvo corporate identity.30 Henrik Broberg, in his study on the globalization of the engineering 

industry of Gothenburg, have studied both Volvo and SKF, an SKF which Volvo originally 

sprung from. He describes how Volvo follows the overall development of industry where na-

tional institutional frameworks have lost significance regarding production methods.31 The lib-

eralization of markets and capital flows has evened out the conditions of business worldwide 

which have converged business practices. According to Broberg, Volvo’s focus has been pushed 

forward in the value chain when production has been outsourced; marketing, sales and service 

                                                        

28 Glimstedt (1993). 
29 Glimstedt & Thomas (1999). 
30 Glimstedt will be discussed more in detail when the historical background of Volvo will be sketched out. 
31 Broberg (2006). 
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Figure 4. Newly-registered cars in Sweden from Volvo and other car manufacturers. 1970-2014. 
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have grown in importance for Volvo along with globalization.32 Global companies have had to 

become more attractive employers by being perceived as responsible societal actors through 

the catchword of ‘corporate citizenship’,33 which mainly includes notions of corporate social 

responsibility and business ethics.  

Questions of ‘corporate citizenship’ as a mean towards attracting skilled workers and de-

velop a ‘sustainability of big business’34 concerns questions about the image and identity of a 

company, namely queries into brand studies. The economic value of a brand has gained in-

creasing concern in business history since Geoffrey Jones’ Beauty Imagined.  Jones challenges 

the Chandlerian notions that firms of the second industrial revolution only became successful 

when they managed to build ‘organizational capabilities’ by making a three-pronged invest-

ment in production, distribution and management. 35 Instead, Jones claims that this view is 

not coherent with historiography of the beauty industry, claiming that corporate brands have 

played an important role of building businesses. In Sweden research on brands and entrepre-

neurship has been undertaken for example by Mats Larsson, Mikael Lönnborg and Karin Win-

roth.36 They say that, on the one hand, research about entrepreneurship has been focused on 

the production side of the economy where product development, technology, finance and com-

petitiveness are important factors. Brand studies, on the other hand, have focused on the sup-

ply side of the economy by stressing the importance of creating brand awareness, building 

brand loyalties and creating positive connotations of the firm.37 They conclude that the con-

nections between the two have not been sufficiently researched. 

 When Ford in 1999 bought the Volvo Car Corporation from Volvo AB for 50 billion SEK, 

Ford stressed that the price could not be motivated by the value of the fixed capital assets of 

Volvo Car Corporation, but a substantial amount was offered in consideration to the value of 

the Volvo brand.38  A company’s identity denotes the company’s self-image, what the company 

stands for, while the image of a company can be seen as what customers associates with the 

company.39 In order for firms to build brand loyalty, it is important that the firm’s identity and 

the perceived image is in harmony. Although brands have existed since the nineteenth century, 

it was not before the 1950s research paid attention to brands. When competition was height-

ened as an effect of more open and integrated markets in the 1980s and 1990s, brands gained 

                                                        

32 Broberg (2006), p. 26. 
33 Ibid., p. 32. 
34 Jones & Lubinski (2014), p. 640. Jones and Lubinski uses the term ‘sustainability of big business’ compared to 
‘sustainability of people and the planet’ when discussing how companies behave responsible in order to keep their 
businesses afloat, rather than for reasons stemming from moral values.  
35 Jones (2010), p. 5. For more about Alfred Chandler’s research into managerial capitalism, see Chandler & Amatori 
& Hikino (eds.) (1999). 
36 Larsson & Lönnborg & Winroth (eds.) (2013). 
37 See ibid., p. 19. 
38 See Jönsson & Wickelgren (eds.) (2011). 
39 See Larsson, Lönnborg & Winroth (eds.) (2013), p. 10. 
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increased importance.40 For firms the purpose of creating brands is to establish positive mental 

connotations towards a product or service to give consumption a more symbolic meaning to 

the buyer. Brand loyalty is seen as a long term survival technique of firms. 

The strongest brands are connected to companies that sell products that are directly 

aimed towards the end consumer, like Coca Cola, Toyota or Sony.41 Although Volvo consists of 

many corporations in different sectors, people have mostly had associations connected to 

Volvo’s automobile products, and mainly Volvo cars. Volvo could be conceived as ‘boxy’ or 

‘boring’ because of the general view of Volvo cars in comparison to other car makes, giving the 

whole Volvo Corporate Group a rather dull image.42 The image of Volvo has not always been 

the same. Anders Houltz, in his article Volvos värde varar (Volvo’s value lasts),43 describes 

how Volvo, with the introduction of the iconic PV 444 became the car of the ’people’s home’ 

(folkhemmet), as a symbol of prosperity and peace.  

1.2.3 Theories of green firms and the construction of preferences 

A methodological vantage point of this study will be a firm level study of the Volvo brand, with 

the objective to address how the brand has developed in accordance with rising public and 

firm-level environmental awareness. When it comes to research on the environment and firm 

specific modes of adaptation towards environmental problems and public and consumer opin-

ion, Geoffrey Jones’ and Christina Lubinski’s study on the German chemical giants, Bayer and 

Henkel, should be mentioned.44 Jones and Lubinski notes that the theory of why some firms 

become ‘greener’ than others is still being developed.45 They also note that clearly understood, 

a sustainable image can be a source of value and credibility for the firm, as long as it reflects 

genuine processes and policies.46 Jones’ and Lubinski’s study is comparative in the way that it 

contrasts the German (West German) case of the chemical industry with the American. They 

find that, regarding pro-activity towards the environment, the German Bayer and Henkel was 

much more pro-active towards greening their production processes compared to the American 

firms, whom only met the statutory requirements and demanded a lot of scientific evidence 

when a substance or process was claimed harmful in order to change production methods. 

Jones and Lubinski argues that Bayer and Henkel had concluded that pro-activity was neces-

sary to fulfil societal expectations. 

Towards a theory of why firms go, or do not go, green, it must be asked what the causal 

terms are for firms to be pro-active or reactive, and also if pro-activeness is a way to construct 

                                                        

40 Larsson & Lönnborg & Winroth (eds.) (2013), p. 9. 
41 Jönsson & Wickelgren (eds.) (2011), p. 87. 
42 Ibid., p. 88. 
43 Houltz (2009). 
44 Jones & Lubinski (2014). 
45 Ibid., p. 625. 
46 Ibid., pp. 640-642. 
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demand. The previously mentioned study by Jones, on the historical evolution of the beauty 

industry, deals with the same question. Because of the different expressions of beauty, histor-

ically and in different societies, evidence supports that beauty cultures primarily are con-

structed.47 Jones asks what role the beauty industry has played in constructing these ideals, 

and concludes that firms in the beauty industry adapts to, for the firms, exogenously given 

societal beliefs and norms.48 That means that beauty firms does not construct beauty ideals – 

demand for beauty – but rather adapts to existing beauty ideals. If this is true for beauty, what 

relevance does it have for cars?  

As discussed before, Kågeson shows that the composition of the Swedish car fleet differs 

from other European car fleets. Why this is so can be asserted to special preferences of the 

Swedish population and political system.49 However, these preferences must come from some-

where. In this thesis, I will take the theoretical position that preferences are constructed by the 

individual’s social surroundings (society, firms, family, etc.).50 When motoring took off in Swe-

den after the Second World War, Volvo had a major impact in creating the image of the ‘peo-

ple’s car’.51 Being fairly early to a still young market gave Volvo the pioneering advantage of 

forming preferences. I borrow the framework of pioneering advantage from Gregory Carpenter 

and Kent Nakamoto, who argues that early entrants to markets can take part in forming the 

ideal conceptions of new products.52 This theory suggests that preferences also evolve with 

markets, meaning that preferences are constructed, in the same way beauty ideals are. Carpen-

ter and Nakamoto says that successful pioneering firms can form entry barriers for latecom-

ers.53 Although Carpenter and Nakamoto does not themselves use the term, I would like to 

argue that they treat preferences as ‘inertial’, meaning that once preferences are formed they 

tend to get ‘sticky’. This would mean that a product that creates a pioneering advantage, stays 

desirable even though products with similar properties enter the same market. The inertia of 

preferences will, I argue, bring resistance for products that enter markets at a time when a 

certain product have already established a pioneering advantage. This study will use this the-

oretical starting-point in the historical discussion of Volvo. The theory will also be tested 

against the results of this thesis in order to try to decompose the historical composition of the 

Swedish car fleet. 

                                                        

47 Jones (2010), p. 357. 
48 Ibid., p. 359. 
49 See Lindgren (2010), p. 4. 
50 See for example Earl & Potts (2004) and Bowels (1998). 
51 See Houltz (2009). 
52 Carpenter & Nakamoto (1989). 
53 Ibid., p. 286. 
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1.2.4 Green business shaped by Varieties of Capitalism? 

Lastly another perspective on the theory of why firms go green will be discussed. In John Mi-

kler’s Greening the Car Industry he applies the Varieties of Capitalism (VoC) approach when 

studying the car industry of Germany, Japan and the US.54 Mikler’s study is one of the most 

comprehensive comparative studies regarding the greening of private motoring. VoC asserts 

that different institutional settings grants comparative advantage, focusing on two heuristic 

ideal types of capitalism: coordinated market economies (CMEs) most clearly represented by 

Germany and Japan, and liberal market economies (LMEs) represented by the USA and Great 

Britain. The argument is that coordinated market economies have a more integrated system of 

production where the interests of stakeholders is more effectively addressed through closer 

connection between authorities and business, workers and management and so on, compared 

to the liberal market solution where financial markets have a greater say about investments 

and thus production. Liberal market economies have a harder time incorporating other values 

than those of which can be expressed in dollars and pounds, it is argued. Mikler concludes that 

German and Japanese firms are better adapt to move towards a greener car production than 

its American counterpart mainly focused on price signals.55 The Swedish political economy is 

defined as a coordinated market economy in the VoC literature, which, if Mikler’s study is ex-

tended to the Swedish case, should mean that Swedish firms, Volvo and SAAB, should be lead-

ing in the transition towards better environmental technologies. The background of this study, 

however, prima facie asserts that Mikler is wrong.  

The VoC-approach has also received heavy criticism, amongst those the previously men-

tioned study by Jones and Lubinski who criticizes Mikler for putting too much focus on the 

national frameworks, instead of paying attention to regional regulatory settings which can have 

more impact on firm behavior, especially in the US and Germany.56  

The theoretical framework for this study will be to study the evolution of the Volvo brand, 

with the notions of image and identity at hand, along with the framework of firms pioneering 

advantage in preference creation. Volvo Cars Corporation will be studied during the period 

from 1972 when Volvo adopted environmental concern as a third core value, until 2014 in order 

to capture the evolution of business and environmental strategies in the context of changing 

conditions for industrial companies brought by the integration of markets and growing public 

awareness for the environment. 

                                                        

54 Mikler (2009). For an introduction in the Varieties of Capitalism literature see Hall & Soskice (eds.) (2001).  
55 Ibid., pp. 230-231. 
56 Jones & Lubinski (2014), p. 641. 
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1.3 Research questions and purpose of the study 

The purpose of the study is to explore why the Swedish car fleet is more fuel demanding than 

the rest of Europe and identify the historical processes that have shaped today’s situation. The 

fact that the Swedish car fleet is more fuel demanding than the rest of Europe is particularly 

interesting since Sweden is as a country of good environmental reputation which scores high 

on environmental performance in relation to other countries. The approach used is studying 

the evolution of Volvo, the most important company in shaping the composition of the Swedish 

car fleet, with the focal point on environmental strategies between 1972 and 2014. The research 

questions that the study will seek to answer are: 

- In what way did ‘care for the environment’ as a core value play out regarding the 

business strategy of Volvo during the period? 

- In what way did Volvo influence Swedish consumer demand towards choosing 

the most fuel demanding cars in Europe? 

- Why did it take so long before the Swedish car fleet reached the European average 

of CO2-emissions, in the context of Sweden’s otherwise good reputation of environ-

mental concern and performance? 

 

By studying the case of Volvo and finding answers to the questions above, the study will bring 

knowledge for a more nuanced understanding about the Swedish car fleet and environmental 

challenges facing motoring. The study will also inform researchers with an interest in the eco-

nomic- and political history of the environment, as well as researchers with an interest in 

transport history and researchers within the history of corporate branding.  

1.4 Sources, methodological considerations and scope 

I will now discuss the methods used in this thesis to answer the posed research questions. The 

method chosen is an in-depth study of the two of the most important automobile magazines in 

Sweden: Teknikens värld and Volvo’s own Ratten,57 along with financial and environmental 

data published by Volvo. Teknikens värld has been distributed under its current name since 

1948. It started off as a fusion between the aviation magazine Flyg, and Populär-Teknik and 

was mainly focused on new technology concerning aviation. From the beginning, cars were not 

the centre of attention which it later became during the mid- to late-1960s, when Teknikens 

värld became a magazine almost solely focused on cars. Teknikens värld is, and has been, one 

of the more important car magazines in Sweden and is still published. The reason for choosing 

                                                        

57 Teknikens värld directly translates to ‘The World of Technology’ and Ratten translates to ‘The (Steering) Wheel’. 
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Teknikens värld is twofold: it is a way to further get to know the debate and discourse of Swe-

dish motoring, what car owners have cared about and not; and to get an outside view of the 

Volvo Company, accessing the image of Volvo. Ratten is chosen on the same merits but from 

another perspective. Ratten has been published since 1930, and distributed to all Volvo owners 

since 1932. As a consequence of Volvo’s dominance in the Swedish car fleet and the policy to 

distribute Ratten to all Volvo owners means that Ratten has held the place as Sweden’s biggest 

costumer magazine in all categories with its circulation of close to one million copies in 1990.58 

Teknikens värld was one of the largest independent car magazines and was very aware of 

Volvo’s dominance. The editorial of Teknikens värld brought this issue in the limelight and 

argued that Teknikens värld needed to scrutinize Volvo extra carefully, due to the concentra-

tion of power held by the car manufacturer. It has been Teknikens värld’s ‘god damn duty’ 

(förbannade plikt) to give independent data on the performance of Volvo cars, free from the 

interference of the Volvo company.59 Ratten in contrast is chosen to study both the image and 

the identity of Volvo, perceived from one of Volvo’s main channels of communication. 

From a methodological perspective it will be of great use to study both Ratten and 

Teknikens värld because the issues raised in the articles of Ratten will most probably reflect 

what Volvo as a car manufacturer saw as relevant issues to deal with as a matter of building its 

image but also for building a loyalty to the brand. The issues in Teknikens värld is seen to 

reflect the views of the common car owner. To a large extent, the views and issues raised in 

Ratten and Teknikens värld are rather congruent. One difference, however, is that the rather 

politically held editorials of Ratten, signed by different Volvo CEOs, was changed to a less po-

litically charged editorial signed by the editor in chief in 1996. The tone of Teknikens värld’s 

editorials is still to this day political. Otherwise Ratten and Teknikens värld has not been dis-

similar. During the 1980s both magazines argued heavily against rising taxes for car ownership 

and usage. The magazines expressed the views that increased costs of car usage and ownership 

is unfair when motoring in society is built around the car, that it burdens families, that it will 

damage the industry of Volvo and make people unemployed, that environmental regulation 

will bring unreasonable burdens on the economy, and so on.60 Thus, the polemic nature has 

been shared by both magazines, with the difference that Ratten has mainly been directed to-

wards policymakers and justifying Volvo’s action towards Volvo’s customers, while the polemic 

nature of Teknikens värld has been aimed towards car companies like Volvo, authorities, and 

policymakers.  

The selected time period for this study starts at 1972 when Volvo adopted care for the 

environment as a third core value, and stops at 2014 when Volvo cars sold in the European 

                                                        

58 Ratten 90:1, p. 5. 
59 See Teknikens värld, 83:25. 
60 See for example Ratten, 83:4, pp. 5, 14-15 and the editorial of Teknikens värld 83:13. 
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Union, on average, emitted below the emission goals set by the European Commission.61 Rat-

ten is published until 2005, after which the magazine, Volvo for life, replaced Ratten. Volvo 

for life have not been studied. I judge that this will not affect the results, because of that the 

brand communication of Volvo is highly attainable in the sustainability reports produced since 

2000. All editions of Ratten has been studied between 1970 and 2005. Teknikens värld has 

been studied in-depth between 1972 and 2008. Editions after 2008 have not been studied be-

cause of time limitations, however the main purpose of this thesis is to explain the evolution of 

Volvo and the Swedish car fleet until recent years which still can be seen to be fulfilled despite 

the choice to leave out the editions published in 2009-2015. The development can still be 

sketched to a satisfactory degree. 

Some years have been studied before the main period. For example 1948-1949, 1951-

1952, 1954-1959, 1964, and some editions in 1966-1971, to find when Volvo first started adver-

tising and how Teknikens värld‘s relationship towards Volvo has developed until the start of 

the studied period. What I found was that the first Volvo ad in Teknikens värld was in 1957, 

and that a lot of Teknikens värld’s test had a Volvo as starting point when testing new cars.62 

Basically, the standard of measurement for Teknikens värld is a Volvo car between 1970 to the 

mid-1990s: was the other car as spacious, comfortable, reliable, safe, or as price worthy as a 

Volvo?  Most definitely Teknikens värld had an intricate relationship towards Volvo, and the 

company is very present in Teknikens värld, both when it comes to critically assessing new 

cars, but also as a vantage point for comparison. A majority of all cars for almost all the years 

studied since the 1970s are compared directly or indirectly with Volvo cars. In comparison with 

other cars the image of Volvo becomes clearer.  

The Volvo car was the standard of measurement of Teknikens värld, but it was more to 

it than that. In 1981 Volvo was responsible for a tenth of Swedish exports and lots of Swedish 

jobs.63 A fourth of the cars in the car fleet had the Mars symbol attached to the grill (examples 

can be seen in Image 1 and 2), between 15 000 and 40 000 people have been employed to 

produce Volvo cars in Sweden since the 1970s making it one of the biggest industrial employers 

in Sweden, along with the fact that Volvo was led by a one of the most politically active indus-

trialist, Pehr G. Gyllenhammar, between 1971 and 1993. In that sense, the Volvo car brand was 

very present in Swedish debate. The connection between Sweden and Volvo, and for that mat-

ter Volvo and Teknikens värld, was definitely strong. For the purpose of this study, Teknikens 

värld’s strong connection to Volvo is no disadvantage, rather the opposite: it is a way to get to 

know how the image of Volvo is perceived through the eyes of expert users.  

                                                        

61 The average emissions from new Volvo cars in the European fleet emitted 125 g CO2 /km and the goal set by EU 
was 130 g CO2/km. 
62 The first Volvo advertised in Teknikens värld was the 1957 model of PV 444 in Teknikens värld 57:6. 
63 Ratten 1981:2.  
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The limitations of Teknikens värld is that it cannot be said to directly represent the general 

public on car- and motoring related questions. The writers in Teknikens värld can be said to 

have a more thorough interest into car related issues than the average car user. The magazine 

has been, and is still, male oriented, bordering to macho. The people writing for Teknikens 

värld are tech-savvy men, thrilled by speed and ‘driving pleasure’ (körglädje). However, their 

interest and writing must in some way reflect the interests of their readers. If it did not, the 

magazine would have lost sales. So as a proxy Teknikens värld is a good source to get an his-

torical understanding of certain relevant issues of motoring, such as taxation and the effect on 

car owners, safety, and environment; issues relevant to this study. When Teknikens värld is 

coupled to Ratten, the biggest car magazine due to the massive numbers of Volvo cars in the 

car fleet, the foundation grows more solid. As mentioned, Ratten and Teknikens värld are not 

dissimilar, rather they are quite coherent regarding what topic they have identified as relevant 

to their readers. This is evidence that points towards that Ratten and Teknikens värld can be 

used as a way of giving the background history for the Volvo case. 

1.4.1 Volvo annual reports and datasets 

Along with the magazines, quantitative and qualitative information has been extracted from 

Volvo’s annual reports concerning Volvo Personvagnar (Volvo Cars from now). From 1970 to 

1990, only one version of the annual reports were released by the Volvo Corporate Group, con-

taining financial data as well as notes on investments, markets and conjectures. In 1991 Volvo 

started to report on environmental data. Since Ford bought Volvo Cars in 1999, no information 

for Volvo Cars is available through those reports. Between 1999 and 2005 financial data is 

scarcer due to the policy of Ford. Although Volvo Cars was wholly owned as a subsidiary, Ford 

was not taking part in product development. Instead Ford had goals for profit and let Volvo 

Image 1. An early version of the Mars 
symbol which also became the 
characteristic Volvo logo, portraying both 
the symbol of Swedish iron and the symbol 
of the male sex. 

 

Image 2. The new logo on the grill of the XC90. The company name 
was quite early introduced inside the circle. 
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manage on their own, except for big strategic investments.64 Though Volvo was an independent 

subsidiary to Ford, no financial or operative information was released specifically about Volvo. 

Ford had the policy of not disclosing information about individual brands. Ford decided to 

grant Volvo a higher level of autonomy in 2007 which made financial and production infor-

mation for Volvo cars public again from 2006 onwards.65 

From 2001 Volvo Cars started to publish more comprehensive reports with information 

concerning environmental performance of the production processes and products, data on the 

safety development, and data concerning their workers situation in terms of gender represen-

tation, sick leave and wages. When working with primary sources the correct term should be 

capta instead of data, according to Donald (now Deirdre) McCloskey.66 ‘Data’ in Latin means 

‘givens’ while ‘capta’ means ‘things taken’ or ‘seized’, which is a more appropriate term when 

compiling historical series. These sources, then, have been valuable, both when seizing infor-

mation on sales, production and registrations of new cars, but also to get insights in the strat-

egies identified by the Volvo Car Corporation concerning environmental issues. These reports 

have had different names in the 2000s (Corporate Citizenship Report 2000-2003; Sustaina-

bility Report 2004-2007, 2012-2014; Corporate Report with Sustainability 2008-2010; GRI 

Report 2010), but portrays roughly the same information, noting that more financial and or-

ganizational data is reported from 2006 because of the increased autonomy of Volvo. Refer-

ences made to more than one report will refer to ‘sustainability reports 20xx-20xx’. 

To note is that the quantitative data of production, sales and revenue provided in this 

study is not to be seen as exact numbers but rather as very close approximations. The lacking 

accuracy of this date is due to the lack of stringency found in the annual and environmental 

reports. Sometimes exact numbers are used, and sometimes numbers are rounded up. In some 

annual reports only increases in percent since last year have been reported and then, I have 

calculated an approximate number with the help of the numbers from the previous year. Some 

time series have been merged using data from Volvo, Trafikanalys and BIL Sweden. Depend-

ing on criteria for what is a newly-registered car the numbers differ somewhat. However, this 

does not give reasons for suspecting that the numbers presented are not representable. Rather, 

the numbers should be seen as very close approximations. 

1.4.2 ‘Care’ or ‘concern’ for the environment? 

Generally in the literature, when speaking about environmental issues, the term ‘concern’ is 

used. Volvo’s third core value – ‘care for the environment’, or ‘environmental care’ – is however 

                                                        

64 Hans-Olov Olsson, at the time CEO of Volvo Personvagnar, was interviewed in Ratten 02:2, p. 20. 
65 Volvo sustainability report 2007, p. 36. 
66 See McCloskey (1986). 
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a somewhat stronger notion, reflecting not only the need to take the environment into consid-

eration when planning ones business operations. It also reflects an imperative to actually be 

‘careful’ of the environment. In Swedish the value translates to omsorg om miljön, where om-

sorg is more correctly translated to ‘care’ such as in ‘eldercare’ or ‘childcare’. Volvo themselves 

uses ‘care for the environment’ or ‘environmental care’ instead of ‘consideration’ which is more 

in line with the Swedish hänsyn. The point being made here is that the third core value of Volvo 

actually claims more than it would have if it was pronounced as ‘environmental consideration’. 

Used in this study, ‘care’ will denote a bigger claim on actual environmental work, especially 

in relation to Volvo, while ‘concern’ will be used when speaking about issues concerning the 

environment as relevant factor, especially when speaking about the environment in general, 

from a more public point of view. 

1.5 Method of selection 

To get a more comprehensive view about the composition of the Swedish car fleet and how the 

environmental debate has affected Swedish cars and the strategies of Volvo, there has been a 

need for a method of selection of articles. In Teknikens värld, everything concerning Volvo as 

a company or as a brand has been read in order to compare it with the controlled image pro-

posed when reading Ratten. Advertising campaigns from Volvo in Teknikens värld, but also to 

a lesser extent other car makes, have been studied in order to further establishing what image 

Volvo wanted to portray in the medium of advertising. It is possible to discern discrepancies 

between how image can be communicated through media events and statements from CEOs 

in relation to the actual specifications of cars advertised. It is possible to discern if the image 

is just a façade or if it is a genuine expression of the company values.  

Articles concerning the environment have been read in order to understand what was 

meant by the notion ‘environment’. It can be said that the notion of ‘the environment’ trans-

formed from meaning ‘traffic environment’ (trafikmiljö) in the 1970s, to something concerning 

the air quality in the 1980s to mid-1990s, turning towards the concern for the climate. As noted 

before, most of the editions of Teknikens värld has been gone through, scanning for these top-

ics. Teknikens värld have published 26 editions per year, while Ratten has had a distributions 

between two and four editions per year.  

1.5.1 Scope and disposition 

The greatest limitation to this thesis is that no other firm except Volvo is studied. No compar-

ison with other brands or business will be undertaken. In order to get a fuller understanding 

on what is possible to generalize from the results of this study and what is particular for Volvo 

it would have been helpful to study car manufacturers in different markets and contexts. To 
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study SAAB, the other Swedish car manufacturer, would have been conducive to fully under-

stand the context of Swedish car manufacturers. A compilation of total emissions from Volvo 

cars will not be performed because of the technical sources that would have been needed for 

such an endeavour have not been accessible for this thesis.  

The structure for rest of the thesis is as follows. First an economical background will be 

given to provide the context in which Volvo have developed. Volvo’s early history from the start 

up until the start of the studied period in the 1970s will be sketched, focusing on pressures on 

Volvo’s production stemming from Swedish policy and labor relations. Then an institutional 

context for the period 1972 to 2014 will be given in order to get to show that Volvo was not 

heavily affected by institutional pressure and regulation. In chapter 3 the studied period have 

been divided in four. First 1972-1979 will be discussed, then 1980-1989, then 1990-1999, fin-

ishing with 2000-2014. The first part of all sections will describe Volvo’s production, sales, the 

state in the US market – the most important market for Volvo – and Volvo’s business relation. 

Then all sections will give a view on issues regarding the Volvo brand, especially focusing on 

Volvo’s relation to the environment and the three core values. Chapter 4 concludes the thesis. 

2. Volvo - an economic and institutional background 

The history of Volvo is closely coupled to the development block focused around the key inno-

vation of the combustion engine and the expansion of motoring.67 A development block is char-

acterized by complementarity of central innovations.68 The railroads had dominated the trans-

portation industry until the 1930s. In 1920, transport by motorized road traffic, mainly trucks, 

stood for a miniscule part of all transport work. The railroads and horse propelled carriages 

stood for 90 percent of domestic transport, while shipping stood for ten percent of total 

transport work. Around 1930 a fourth of all transports were performed by motorized road traf-

fic, mostly on the behalf of horse hauling, as complement to the railroads.69 The growth of road 

transports created a possibility for the standardized mass-production, or ‘Fordism’. Produc-

tion of standardized intermediate goods called for an infrastructure with the possibility of tying 

together specialized firms, especially in the manufacturing industry. Geographically spread 

production needed flexible modes of transportation in order to reduce stocks.70 Motoring 

helped forming more flexible production regimes by acquiring flexible flows of intermediate 

goods as well as the opportunity to deliver end products to ever more expanding markets.71 

Motoring as such, along with increased electrification, were of considerable importance to the 

                                                        

67 The theory of development blocks was elaborated by the Swedish economist Erik Dahmén. See for example Dah-
mén (1988). 
68 Schön (2014), p. 25. 
69 Ibid., p. 271.  
70 Ibid., p. 289. 
71 Ibid., p. 312. 
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strong growth in the postwar era, owing to increased productivity and increased needs to in-

vest.72  

The Volvo brand is, as of 2015, valued to 4 154 million US dollars, qualifying Volvo for 

place 349 of the 500 most valued brands in the world, according to the 2015 Brand Directory 

ranking.73 In Sweden it is the sixth most valued brand after IKEA (51), H&M (71), Ericsson 

(132), Nordea (191) and Telia Sonera (265).74 Volvo is one of the biggest brands in the world, 

although Volvos peripheral position as a car manufacturer. Of the worldwide sales of 71.15 mil-

lion cars in 2014, Volvo was responsible for 0.7 percent.75 Volvo is, and has always been, an 

international niche manufacturer. At the home market Volvo has however been the most im-

portant player, and contributed to, and from, the development block which revolves around 

the combustion engine and motoring. I will now sketch a brief history of Volvo and then move 

to the institutional setting that have affected Volvo in its relationship towards the environment. 

2.1 1927-1945 Building an automotive business through truck sales and 

exports 

In 1927 the two entrepreneurs Assar Gabrielsson and Gustaf Larsson manufactured the first 

Volvo car in the first factory in Hisingen in Gothenburg. Both Gabrielsson and Larsson came 

from the successful ball bearing company Svenska Kullagerfabriken (SKF), where Gabrielsson 

worked as sales manager while Larsson worked as an engineer.76 From the beginning, Volvo 

was a subsidiary of SKF until the mid-1930s when Volvo became publicly listed.77 Gabrielsson 

and Larsson developed a method of production which was unique for Volvo at the time. By 

employing their own engineers responsible for assembly, Volvo used subcontractors for pro-

ducing components.78 Automobile manufacturing requires considerable amounts of capital. 

Instead owning the production themselves, Volvo could spread the risks of investments in to 

expensive machines and equipment to subcontractors. At the start of Volvo, the core values 

quality and safety was adopted. Volvo cars were supposed to have a high quality standard, 

something which could be controlled through strict control imposed on suppliers. Production 

did however not go according to plan. Because of the self-imposed quality demands production 

progressed slowly, and in 1928 Volvo was close to bankruptcy. SKF who owned Volvo in 1928 

contributed with 200 000 SEK and helped in keeping Volvo from defaulting.79 Production 
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changed from focusing on cars towards producing trucks, which at the time in the early 1930s 

was a successful move. Glimstedt argues that this move towards producing trucks, in times of 

lower demand for private cars, helped Volvo reach exceptionally good growth results, beating 

the general growth of car registrations, overall industrial performance and automobile im-

ports.80 Volvo still produced for the private car market, but had a hard time competing with 

British and American car manufacturers.81 By the late 1930s Volvo had advanced to the leading 

position in Sweden regarding truck production. 

Before WWII Volvo never had any substantial commercial success with their car produc-

tion. Private motoring was modest in Sweden until after the war. Trucks, and the related pro-

duction of buses stood for profits, both at home and to export markets. Of total production, 20 

percent was exported in the late 1930s; exports mostly consisting of commercial vehicles such 

as trucks and buses. 82 As time progressed technological demands on cars and trucks started to 

become more specialized. Trucks became bigger and heavier, carrying increasingly heavy 

freight which led the development of production away from the production of cars. Fewer com-

ponents were possible to use interchangeably in the separate production lines. Instead produc-

tion could be extended towards buses and marine and industry motors which were more re-

lated to truck production.83 An expansion of private motoring was however just around the 

corner. After the war Volvo was on its way to lay the foundation for its Swedish, private car 

success saga, building on the core values of quality and safety. 

2.2 1945-1972 Americanization in production and success in the US mar-

ket 

In 1947 trucks were still the main product leaving the factory, responsible for 80 percent of 

total revenue.84 The truck market was however exposed to political restrictions in order to safe-

guard the profitability of the railroads, which made for a segmentation of the transport markets 

and thus an uncertainty about the future of trucking.85 The market for passenger cars was ex-

panding after the Second World War and was seen as a lucrative opportunity by the Volvo 

management. This was also driven by the belief that the Swedish government would open up 

car imports in an effort to join GATT.86 According to Glimstedt and Thomas, this left the Volvo 

management with no alternatives than directing all efforts towards producing passenger cars 
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when they concluded that the government would not permit further expansion of the truck 

market.87 This called for mode of mass-production more common to European car makers. A 

production mode of which Volvo had little experience. 

The main product of this new production mode was the PV 444 model. The emerging 

symbol of the people’s home was introduced on an exhibit arranged by Volvo in Kungliga ten-

nishallen (The Royal Tennis hall) in 1944.88 Along with the car, a slogan was introduced – 

‘Volvo’s value lasts’ (Volvos värde varar). The royal family was there, the Prime Minister, Per-

Albin Hansson was there, along with a total of 150 000 visitors. The introduction of the peace 

car, the people’s car, was a major marketing success. Gabrielsson made radio appearances 

speaking about the future of motoring and the bright days ahead of the automobile industry. 

Under the theme ‘the people’s car is coming’ advertisement was done by Volvo along with ar-

ticles trying to cover the introduction of the alleged ‘people’s car’, which was shrouded in mys-

tery before the introduction. As the cherry on the pie, the price of the PV 444 was 4 800 SEK. 

The same price the very first Volvo model, the ÖV 4, was sold for.89  

The PV 444 was a small car, of American cut with streamlined, black painted shapes. 

Demand was created, but production of the PV 444 was lagging behind. Production was 

planned for 12 000 units, ready to be delivered in 1945. Complications to get metal sheet for 

the bodywork however made for delays in production, and only 2 500 to 3 000 cars were de-

livered in 1948.90 An internal revolution was needed to reach the goal set on producing 50 000 

units to 1952.91 The management turned towards the Taylorist, American Method-Time-Meas-

urement (MTM) system, which specialized working tasks to increase production. Gabrielsson 

himself expressed a big interest in these methods of production.92 Along with the low level 

specialization of labor, production was vertically integrated in order to centralize production 

by tying subcontractors closer through ownership or joint strategic planning.93 

The step towards the MTM system was a step away from the quality core value, according 

to Glimstedt and Thomas.94 Not as a matter of flawed technical planning, but rather as a con-

sequence of workers feeling alienated from production, brought by the standardization of pro-

duction. The Volvo management was thus faced with quandaries on how to combine the core 

value of quality with the new and effective modes of production. Quality was from the begin-

ning of Volvo seen as a comparative advantage when competition could not be fought off with 

lower prices. The Volvo car was supposed to be reliable and apt for the Swedish climate.95 But 
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with the drive towards mass-production, quality was not achieved in the assembly lines but 

through expensive post-production rectification. Protest and wildcat strikes were caused from 

bad working conditions and a discrepancy between the projected wages and actual wages due 

to uncertain production flows. These strikes further increased the interferences in the flow of 

production.96  

Poor quality, however, remained a problem through the 1960s due to high absenteeism, 

low work commitment and high labor turnover because of the negative effects of repetitive 

work. In the 1960s the Volvo management began to understand that Swedish workers, whom 

at the time had the highest education in the world, could not be reconciled with the American 

model. With high wages and strong unions the production of low-cost cars was not a feasible 

option. In the late 1960s to early 1970s Volvo then developed the socio-technical system of 

production that would make Volvo famous in the industrial world. It was decided to build 

plants in Kalmar and Uddevalla were efficiency should be accomplished through skilled work 

groups, working with alternative lines of production. These were part of the socio-technical 

system in which notions such as ‘work enrichment’ was a key aspect. Volvo could not compete 

with price but rather with niche production focused on safety and quality as key attributes of 

their cars.97  

But these years also brought financial success alongside the quandaries between man-

agement and the workers and unions. In 1958 revenue for the first time passed one billion SEK 

and was doubled already in 1963, and in 1969 Volvo was the largest industrial company in 

Scandinavia.98 This was a financial success mostly based on the PV 444 and PV 544 models.99 

Especially important for Volvo at this time was the American market which in 1962 became 

the biggest export market. Demand for Volvo cars was higher than supply.100 Exports to the US 

started in 1955 by independent contractors, and the following year Volvo established their own 

import operation in America.101 In 1956 Volvo became the second most important foreign car 

manufacturer on the Californian market, and in 1960 the 50 000th PV was shipped to the US 

which was roughly 15 percent of all PVs produced until then.102 During the 1960s Volvo in-

creased its car production more than threefold, and only a third of the produced cars in 1969 

stayed in Sweden with US being the most important market. Björn Ahlström, head of market-

ing of Volvo Cars, said in Ratten 1970:2 that the increased sales could mostly be ascribed to 
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cars in the middle segment. The demand shifted from smaller cars towards cars in the middle 

segment.103 

During this period Volvo developed the trademark which we today associate with the 

Volvo brand, namely passive safety. To keep the drivers and the passengers alive or unharmed 

after a collision is what is meant with passive safety. In the beginning however, Volvo inter-

preted ‘safety’ to mean reliability.104 The product should be able to use, but not necessarily 

crash with. Safety in the Volvo interpretation was to manage the Swedish road environment 

and be able to provide a reliable, but not necessarily, as we interpret the notion today, safe 

journey. The turn towards passive safety can be said to be with the development and introduc-

tion of the three point seatbelt as standard equipment of their cars in 1959, eleven years before 

it became mandatory in Sweden in 1970. Through pro-active action, Volvo led the automotive 

sector in the development of car safety, which contributed to improve the safety standards of 

the whole industry.105 

Liu, Roos, and Wensley have identified shifts in the business orientations of Volvo. First, 

starting in 1927 to the mid-1960s with an orientation towards the market with a close connec-

tion to consumers, granting costumers to heavily specialize their orders. Then the business 

orientation turned towards production and internal issues until 1990 when the business ori-

entation once again turned towards a market orientation.106 Though the dating of Liu, Ross, 

and Wensley is rather inexact, their theory about the business orientation can be said to bear 

some truth. The assembly factory in Torslanda was opened in 1964 and embodied the new 

production philosophy of MTM; predetermined work tasks and short working cycles.107 As said 

before, efficiency and quality was lost due to worker dissatisfaction. The new philosophy of 

socio-technical production was introduced with the Kalmar plant, established in 1974. It can 

also be said that representatives of the unions got asked to participate in the Volvo board in 

the same year, two years before it became statute in Sweden. Stefan Tengblad writes that the 

‘work humanization’ was ambitious when labor was a scarce resource in 1973-75 and 1984-89, 

but between 1976-1983 productivity demand were dominating as a consequence of harsh eco-

nomic times.108 Although managers obviously think of actions such as establishing new facto-

ries before action is taken, Liu, Roos, and Wensley should consider their periodization. How-

ever their framework is useful when thinking about the stages Volvo’s business orientation.  

To conclude this section there are some points worth noting before the study of Volvo 

and the environment begins in 1972. Volvo’s success in selling cars to the United States soon 
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made the US the most important market for Volvo. When Volvo could not compete with price, 

quality in the form of robust construction and car longevity, and safety became the comparative 

advantage and unique selling points of Volvo. High demand and waiting periods for delivery 

meant a higher secondhand value for the Volvo cars. After some years of sales, Volvo could 

show that the PV 444 lost eight percent of its value during the first year, while an American car 

on average lost 40 percent.109 The PV 444/544 models were, as Björn-Eric Lindh concludes, 

‘the most important model for Volvo […] a monument over Swedish engineering and Swedish 

quality, despite it had no single technicality or solution that could not be found in other car 

makes at the same period’.110 The internal pressures from workers and unions also pushed 

Volvo towards a more high-end, niche segment of the market. Although still with cars that were 

smaller than the average American car. Profits could not be made through mass sales, but 

through charging more per sold unit. The image of Volvo was that the Volvo car was safe and 

reliable, something Volvo would use as sales argument and product focus in the coming years. 

2.3 Lack of institutional pressure 

Before I turn to the case of Volvo and the environment from 1972 onwards, this section will 

focus on the institutional setting that politically affected Volvo with regards to environmental 

concern. Legislation regarding motoring has always been a contested area.111 Focusing on 

Volvo and the environment the earliest of these legislations was the introduction of a series of 

laws in the US, most importantly the 1970 Clean Air Act, which called for reduction of emis-

sions by new sold cars in 1975 with 90 percent.112 The American public was in the early 1970s 

very concerned for the environment, which lead President Nixon to propose radical policy in-

itiatives to improve air quality, close to the 1970 election.113 This legislation made it mandatory 

for gas stations to gradually provide unleaded petrol which made the introduction of catalytic 

converters (katalysatorer) possible in 1975. Leaded petrol could cause catalytic converters to 

disintegrate, making unleaded petrol a condition for catalytic purification in cars. Volvo could 

early on capitalize on this legislation through the comparative advantages given from the in-

novation of the Lambda sensor, an innovation which made it possible to measure the fuel-

oxygen mix in the engine which helps to steer the mix of fuel and oxygen to the engine so that 

the catalytic converter can work at maximum efficiency. Volvo was the first car manufacturer 

to introduce the three-way catalytic converter and the Lambda sensor as standard equipment 
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on their 240 model to the Californian market in 1976.114 In 1976, Swedish regulation on emis-

sions from new cars was tightened to become the strictest in Europe, but still far from the 

Californian legislation.115 In 1977 the Committee on Harmful Automobile Exhaust Emissions 

(Bilavgaskommittéen) was appointed to address the consequences on public health and the 

environment caused by car emissions. They produced two reports. One in 1979 called Bilarna 

och luftföroreningarna (The cars and the exhaust emissions), and 1983 the committee pro-

duced the report Bilar och renare luft (Cars and cleaner air), which concluded that emission 

had harmful effects on human wellbeing, proposing reductions of emission.116 The work of the 

committee later turned in to the Automobile Exhaust Emission Act (Bilavgaslagen) in 1986.117 

From 1987 gas stations had to provide lead free petrol and the purchase of new cars with cata-

lytic converters was subsidized through the excise tax (bilaccisen) until the 1989 requirement 

for exhaust purification made it mandatory for new cars to be equipped with catalytic convert-

ers.118 The excise tax was a sales tax on new cars established in the 1950s with the purpose to 

abate the rapid expansion of motoring. In 1991 the tax was differentiated for environmental 

classification (miljöklass) only to be repealed in its entirety in 1996 with Sweden entering the 

European Union.119 

When the energy crisis struck in 1973, namely the OPEC induced increase in the price of 

oil, lead the Swedish government to put restrictions on energy and fuel.120 This caused a brief 

restraint on production by Volvo, although the restrictions were lifted within a year. A tax on 

emissions of CO2 from fossil fuels was established with the tax reform of 1990/91. This tax is 

recounted each year in parity with consumer price index (KPI).121 One goal is to steer consump-

tion away from fossil fuels towards biofuels. These taxes are however not weighted towards 

producers but at households and the service sector while the manufacturing industry were ex-

empted in order not to lose competitiveness.122 In 1996 the Riksdag adopted a legislation per-

taining that car manufacturers became responsible for the dismantlement of used cars, leading 

to the statute of 1997, saying that producer were responsible to make sure that used cars were 

recycled properly.123  

In 1996 the Swedish prime minister, Göran Persson, spearheaded the idea of the ‘green 

people’s home’.124 Among the visionary goals set by the social democratic government, one of 
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them was to make Sweden ‘free from oil’. A ‘Commission on Oil independence’ (Oljekomissio-

nen) was appointed and produced the report På väg mot ett oljefritt Sverige (Towards an oil 

independent Sweden) in 2006. This report mentioned the urgent need to shift away from oil 

and set the goal for road traffic to lessen its use of oil based fuels with 40 to 50 percent until 

2020.125 This was later reinterpreted by the center-right government, Alliance for Sweden, 

which took office in late 2006. The goal was to have a ‘fossil independent vehicle fleet in 

2030’.126 A lot of the policy implications was however implemented from the EU biofuel policy 

from 2003. Ethanol was the main choice of biofuel mainly due to the, seemingly, vast oppor-

tunities to transform the Swedish massive woodlands to ethanol.127 In 2005 the Pump Act 

(Pumplagen) made it mandatory for gas stations selling diesel or petrol to provide a renewable 

fuel alternative.128 In practice the fuel provided was ethanol (E85).129 In 2007 a Green Car Re-

bate was introduced, giving a kickback of 10 000 SEK to any private individual purchasing a 

car classed as environmentally friendly, or green.130 In the fringe benefit system 

(förmånbeskattningssystemet) concession are made for cars that can run on fuels alternative 

to diesel and petrol. The fringe benefit value (förmånsvärde) is lower in order to promote 

green cars further in the fringe benefit car system, however fuel consumption is not differenti-

ated for.131 Despite these efforts, biofuels are fuels of the periphery; in 2013 they stood for just 

seven percent of the total energy use of road traffic, the other 93 percent was diesel and pet-

rol.132 Between 2006 and 2009 Volvo was in the top of the most sold Green Cars.133  These cars 

were flexifuel cars that could run on both E85 and petrol. More and more Green Cars were 

sold, but the trend turned in 2010 from E85 towards low emitting diesel cars. 

On EU level the Council of the European Union in 1995 pronounced that the common 

goal for emissions of CO2 per kilometre should be at a maximum 120 grams in 2005.134 The 

auto industry was not capable of adapting to the demands as fast as the Council suggested. 

Instead a compromise was reached at 140 g CO2/km in 2008. Kågeson suggest that the failed 

results (average of 154 g CO2/km in 2008) was due to the lack of economic steering and polit-

ical support for the goal.135 Binding demands were set by the European Parliament in 2008 

saying that every manufacturer should see to it that their cars did not emit more than 130 g 
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CO2/km in 2015 and 95 g/km in 2020. For manufacturers not reaching the goal, fines on up to 

95 euros per gram per car was set.136 

Of these regulations the ones that have put pressure on Volvo to produce more environ-

mentally benign cars the introduction of the catalytic converter in California and Sweden, and 

here the recent EU regulations has played the biggest role. The Green Car Rebate has given 

some incentives towards producing biofuel vehicles, but that shortly turned towards low emit-

ting diesel cars. Besides this, almost nothing has been in the way for Volvo to produce their 

cars as they saw fit. As Kågeson notes, Sweden has not had taxation policies designed to steer 

consumption towards cars with lower emissions, as a number of other countries have.137 Volvos 

very central role as an employer and as an exporter can be mentioned as reasons for this, but 

also that Swedish policy makers have seen private motoring as vital part in Swedish consumer 

and industrial society.138 To conclude, Volvo and other car manufacturers have been spared 

from heavy institutional pressure to green their operations and products. 

3. Quality, safety and the environment 

Volvo entered the 1970s with the image of safety and quality, something that would be even 

clearer in the decades ahead. In 1971 the charismatic and young Pehr G Gyllenhammar was 

appointed as the new CEO of Volvo, replacing his father in law, Gunnar Engellau. Gyllenham-

mar can be seen as one of the most influential Swedish industrialist during his years as CEO 

for Volvo between 1971 and 1993.139 Gyllenhammar can also be seen as the one responsible for 

introducing ‘environmental care’ as the third of Volvo’s core values. The first of June 1972 

Gyllenhammar held a speech at the first UN conference on the human environment, held in 

Stockholm, where he spoke about the unsustainability of the car industry and that Volvo would 

take actions towards greening its operations.140 In the following chapter I will discuss the his-

tory of Volvo, and in what way Volvo paid attention to the environment, from when Volvo 

adopted the core value of environmental care in 1972 until 2014. 

3.1 1972 – 1979 Energy crises and increases in production 

In 1972 the American, and especially the Californian, market was leading in terms of environ-

mental regulation and automobile safety. Gyllenhammar addressed both these issues as the 

new CEO of the Volvo Corporate Group when he in 1972 reported about the operations of Volvo 

in the annual report of 1971. Volvo was leading in safety and Gyllenhammar saw no problem 
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in meeting the higher standards on environmental protection.141 The North American car mar-

ket was expanding at a fast rate and Volvo sales followed suit. In 1973 Volvo sales in Sweden 

was superseded by sales on a foreign market, namely the American market. In Table 2 the 

number of newly-registered cars in the US market is shown and Figure 5 shows the number of 

newly-registered Volvo cars in Sweden and the US. The oil crises in 1973 and 1980 struck hard 

against the American market. Between 1973 and 1975 the amount of newly-registered cars de-

clined with 3.1 million cars and 2.2 million between 1979 and 1982. The take-off for Volvo on 

the American market had to wait until when the second oil crisis struck. From 1980, the US 

was e most important market for Volvo until just recently in 2014 when sales in the Chinese 

market passed sales in the US.142 In Volvo’s annual report from 1972 the stricter demands on 

safety and environmental standards, mostly from the US, is identified to be defining for the 

development of Volvo cars in the future.143  

The energy restrictions decided by the Swedish government in 1973 affected the car production 

of Volvo the following year. Management decided to lower production and reduce inventories, 

which is shown in Table 3. A relatively quick withdrawal of the energy restrictions and a tem-

porary reduction of the value added tax made it possible to increase production once again. In 

1976 to 1977 Swedish growth fell because of declining international demand. Volvo responded 

by lowering production. Swedish wages were among the highest in the world which Gyllen-

hammar lamented, saying that it caused Volvo to lose competitiveness. As a result of the Swe-

dish industrial crisis during the 1970, growth failed which also lowered consumption.144 

Consumption of cars is especially sensitive to lower growth and ill-boding times which 

can be seen in Figure 4 and 5. The Swedish Riksbank devalued the Swedish krone in 1976 and 

1977 which helped Swedish export industry in general, and in particular Volvo to again increase 

exports to the US. In 1972 Volvo Cars stood for 59 percent of the sales of Volvo Corporate 
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1970 1971 1972 1973 1974 1975 1976* 1977* 1978* 1979 

8,36 9,7 10,53 11,4 8,7 8,3 10,6 11,7 11,9 10,3 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 

8,8 8,4 8 9,2 10,4 11 11,4 10,3 10,6 9,8 

Table 2. Newly-registered cars in the US, million cars. 1970-1989.  

Source: Volvo annual reports 1970-1989. *Between 1976 and 1978 registration numbers includes Canada. 
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Group.145 This reliance on private automobile production was seen as a risk from Gyllenham-

mar’s side, which made him stress the importance of a relative growth of the other Volvo 

operations. Volvo Cars however continued their operations as before. 

One of the examples was the acquisition of Van Doorne's Automobielfabriek or DAF. Volvo 

acquired 33 percent of the shares in 1972 and 75 percent in 1975 with the argument to get hold 

of small car technology.146 DAF was heavily burdened from low sales and the deal was struck 

between Volvo and the Dutch state in order to keep the production in Born. Since 1964 Volvo 

had a factory located in Ghent, in Belgium, to get production inside what would become the 

European Community, and circumvent the feared tariff walls.147 

The DAF-project never became a success in the 1970, despite heavy advertising in Teknikens 

värld148 DAF became a disappointment, often ridiculed under the name Rem-Johan,149 and 

once again the Dutch government through the Nationale Investeringsbank N.V had to step in 

in 1977 to finance new stock purchases.150 The name Rem-Johan was given to the belt-driven 
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1970 1971 1972 1973 1974 1975* 1976 1977 1978 1979 

204 991 214 438 231 840 252 000 234 189 286 982 299 800 234 000 260 300 320 000 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 

268 600 290 000 318 500 372 400 379 500 397 100 414 700 423 800 400 600 414 000 

Source: Volvo annual reports 1970-1998. 
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Figure 5. Newly-registered Volvo cars on the Swedish and US market. 1970-1998. 

 Table 3. Cars manufactured by Volvo. 1970-1989.  

Source: Volvo annual reports 1970-1989. *Since 1975 the factory in Born, Netherlands, is included and not just the 
Swedish factories. 
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models 66 and 343 with automatic transmissions. These cars were equipped with engines from 

Renault and the DAF-patented Variomatic transmission and was deemed ‘sour buckets’ 

(surhinkar) by the testers in Teknikens värld. When the 343s became equipped with Volvo’s 

own engines and manual transmissions the reports became less negative but the lousy start of 

the Volvo-DAF cooperation haunted the Dutch produced cars. 

3.1.1 Core values in production and sales 

Despite the adoption of environmental care as a third core value, not much is mentioned about 

the environment in Volvo’s annual reports. ‘The environment’ in the 1970s, was almost always 

referring to the worker’s environment and trafikmiljön (the traffic environment). Trafikmiljö 

is a Swedish term denoting the physical circumstances of traffic, i.e. the physical surroundings 

of anyone who travels in or through traffic, such as drivers and pedestrians. As such, the traffic 

environment has more to do with safety, congestion and noise than the ecological environ-

ment. The environment was confined to the local. Although the annual reports mentions some 

environmental investments in order to clean up oil emulsions in the Umeverken factory and 

the installments of some sewage plants, advertising in Teknikens värld showed no signs of 

environmental arguments from Volvo. Rather the opposite is true. Even during the energy cri-

ses Volvo never used arguments of cheaper fuel consumption like some of the other car makes 

did. New Volvo cars were expensive and considered exclusive, not rarely accused of high fuel 

consumption.151 This was justified with long life-span for a car combined with a high second 

hand value. Although this was an argument which could be argued to have ecological under-

pinnings, it was an argument on the qualitative products of Volvo.  

Notable is that Volvo’s ‘real’ core values varied. In 1978, Gyllenhammar writes that 

safety, comfort and quality are the guidelines of Volvos future development. When speaking of 

‘demand for a healthy environment’ this is strictly in terms of a healthy workers environ-

ment.152 To sell cars with environmentally benign qualities was never on the agenda, other than 

to show progressiveness with the sales to California of the catalytic converter equipped cars. 

Volvo’s general stand on the environment was that it was a mere preference of some consumer, 

environmental groups, or politically chosen strategies, like the Californian legislation. In an 

editorial by Åke Dreijer in Ratten in 1972, he writes about the implementation of the Califor-

nian laws on exhaust purification and says, like Volvo usually does, that Volvo is pro legislation 

if it is unitary across Europe. 153  Otherwise costs for production will rise and make car owner-

ship more expensive for the consumer, which politicians must attain to. Dreijer also stated that 

politicians are forcing away the small car. With environmental demands that implies weaker 

                                                        

151 See for example Teknikens värld 73:13, p. 40. 
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and more fuel demanding engines, and the weight that safety demands bring, makes it hard to 

construct small cars that people would want. Swedish politics had not followed the Californian 

example of environmental legislation in the 1970s. Still the most sold cars in Sweden was in 

the upper middle segment. When Teknikens värld reports on the most sold cars in 1976 they 

describe Volvo as big and expensive cars with dull characters.154 Why Volvo still sells cars is 

because of the well-established confidence Swedish buyers have towards Volvo regarding qual-

ity and second hand value.  

The fundamental image that Volvo wanted to portray was that of safety and quality in 

terms of longevity, robustness and high second hand value. This image was quite in line with 

the identity of Volvo at the time. When it comes to safety, a major step for Volvo was the VESC 

concept car, which was introduced in 1972. The Volvo Experimental Safety Car was equipped 

with antilock brakes and airbags.155 The 240 model were developed from the VESC and was 

chosen by the US National Highway Traffic Safety Administration (NHTSA), in 1978, as the 

model of choice when it came to testing crash safety. Tests which laid the groundwork for car 

safety legislation in the 1980s in the US.156 Ratten was also heavily campaigning for safety is-

sues during this period, such as using the safety belt and car safety seats for children. The 240 

was produced until 1993, and before its termination, Volvo produced 2 685 171 units which is 

by far the most produced Volvo car. The 240 was one of the main models which fortified the 

image of Volvo as a producer of safe and reliable family cars, though ugly and boring.157 ‘As 

exciting as a bowl of porridge’ as Teknikens värld put it.158 That Volvo cars were boring was 

something that Volvo constantly tried to deny through advertising.159  

Because of Volvo’s small share of the international markets the image outside of Sweden 

have been more laden with prestige than on the home market.160 The relative infrequency of 

Volvo cars and their positioning in the status filled segments have given the Volvo brand an air 

of exclusiveness which is different from the Swedish market. Already the PV 444/544 was pop-

ular among American intellectuals. To own a European car was a way of stating that you ab-

stained from participating in the culture of conspicuous consumption which was visible in the 

post-war era, although the PVs were as conspicuous as could be.161 

In terms of quality, defined as longevity and reliability, Volvo was a great deal ahead of 

competition. With arguments revolving around what we could call the total economy of a 

                                                        

154 Teknikens värld 76:8 under the headline ’Visst finns det alternativ till Volvo’.  
155 Jönsson & Wickelgren (eds.) (2011), p. 68. 
156 Teknikens värld 78:15 under the headline ’Volvo modell för säkerhet’. 
157 Jönsson & Wickelgren (eds.) (2011), p. 69. 
158 Teknikens värld 86:13, p. 40. 
159 For examples, see the ads in Teknikens värld 79:21 and 80:7. 
160 Jönsson & Wickelgren (eds.) (2011), p. 98. 
161 Lindh (1984), p. 118. 
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car,162 Volvo meant that despite its high price at the time of purchase, the warranties, cheap 

service and high second hand value, actually made a Volvo much cheaper to own in contrast to 

cars of other car makes that could carry lower price at purchase because of lifespans, and more 

expensive service. Because of the high brand loyalty the second hand value of the Volvo car 

could be kept at a high level. Knowing that demand was high, owners of new Volvos could sell 

at a high price. Teknikens värld explains it with the argument that Volvo cars are expensive 

because they are expensive – used cars are expensive because of the high price of the new 

cars.163 At this time, advertising of second hand Volvo cars were as common as advertising new 

models. Sometimes this was made in tandem with the rubric of ‘what is more important: the 

new car feeling or the safety feeling?’,164 meaning that used Volvos are still safer than new cars 

of other makes.  

Volvo owned their own dealers called Volvohandlarna. It was Volvo’s in-house car deal-

ership, selling new and used Volvo cars, which made it possible to continue profiting on the 

same car until it stopped rolling. Through Ratten and Teknikens värld, Volvo also advertised 

sales for their original spare parts, with the common sense argument about why spare parts 

from Volvo, the constructor of the vehicle, must be better than cheap copies. In Teknikens 

värld Volvo advertised with pages solely dedicated to Volvohandlarna or their original parts 

sales, unlike any other car make. Volvo also owned their own financing through Volvia which 

handled car finance and leasing, insurance and also a credit card service which gave discounts 

on petrol. All these businesses were heavily advertised in Ratten of course, but also in 

Teknikens värld with specific adverts. Volvo had an encompassing reach regarding the circu-

lation of Volvo cars. No intermediaries to siphon profits. 

To make Volvo less reliable on the private car operations Gyllenhammar wanted to di-

versify and build a conglomerate, much according to the trends of business in the 1970s. The 

diversification of Volvo was supposed to even out the cyclical trends of the automobile indus-

try. Volvo acquired companies such as Abba, Felix, Pripps in the foodstuff industry; Pharmacia 

in the pharmaceutical industry with some acquisitions in biotechnology and energy for this 

purpose.165 For this study the acquisitions in the energy sector is of special relevance.  

3.1.2 Securing fuel for the future  

Gyllenhammar led Volvo towards two mergers in the 1970s: SAAB-Scania in 1977 and Norway 

and Statoil in 1978, both of which failed. In 1977, when the SAAB-Scania merger was nullified, 

the plans to have Norway invest in Volvo in exchange for oil prospects and some of Volvo’s 

                                                        

162 The total costs for repairs, purchase, and insurance and so on. Basically all costs included in owning a car. The 
notion is used, e.g., in Volvo annual report 1979, in the postscript ‘Volvo och energin’. 
163 Teknikens värld 73:13, p. 40. 
164 Advertisment in Teknikens värld 79:20. 
165 Jönsson & Wickelgren (eds.) (2011), p. 43. 
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production placed in Norway took form. In order to finance Volvo, a company strained with 

low profitability from the industrial crisis, the Norwegian state was supposed to invest in 

Volvo. The other arguments for fusing was to safeguard access to oil in the future and to expand 

the ‘domestic’ market to Norway.166 The merger was stopped at the annual shareholders meet-

ing and the deal was off. Volvo however continued to invest in the energy sector.  

Gyllenhammar’s stand on the matter of oil as an energy source for transport was that it 

was unmatched due to its high energy content and flexibility.167 He did not however see the 

need for private cars to do all the necessary transport work. According to Gyllenhammar, a 

greater share of the transport work was necessary to be carried by public transport. Volvo mo-

bilized to lessen the dependence on private car on behalf of public transport solutions in the 

1970s, but Gyllenhammar concludes in an interview in Ratten in 1985, that the discourse about 

replacing the car was nothing more than talk with no bearing on reality. No one wanted to pay 

for the solutions Volvo proposed.168  

The unmatched qualities of oil, meaning that no substitute was to be found for oil in a 

foreseeable future, led Volvo to independently invest in the energy sector after the deal with 

Norway was cancelled. ‘The future queries concerning energy and environmental issues will be 

of crucial importance to the development of the transport industry’, Gyllenhammar stated in 

1979.169 To secure energy supply, mainly oil, Volvo started Volvo Energy AB which included 

the business of the companies Volvo Petroleum, Volvo Off-shore and Volvo Energisystem (En-

ergy systems).170 With the Norwegian state out of the picture Volvo used its own capital to in-

vest in companies and activities to prospect oil and gas. Acquisition of Hamilton Brothers Oil 

Company in the US and the Scandinavian Trading Company (STC) in 1980, Volvo put a lot of 

effort towards extracting and prospecting oil.171 STC increased its sales from 15 538 million 

SEK in 1980 to 46 030 million SEK in 1983. At the same time, in 1983, Volvo Cars sold for 

26 262 million SEK. The operations of STC was however divested and the total sales decreased 

to 27 737 million SEK in 1984. The Hamilton Brothers shares were sold off in 1987. 

Gyllenhammar’s interest for diversification and securing fuel supply led him to search 

for alternatives to oil already before his direct interest in oil production. During the summer 

months of 1974 he presented an investment in methanol production to the Minister of Indus-

try.172 Volvo and the Swedish state then started a joint venture under the name The Swedish 

Methanol Development Company (Svensk metanolutveckling AB) – SMAB – in 1975. The 

                                                        

166 See Gyllenhammar & Palmgren & Petersson (1991), p. 43, and Gyllenhammar (2000), p. 82.   
167 Volvo annual report 1973:3. 
168 Ratten 85:4, p. 33. 
169 Volvo annual report 1978, p. 3. The annual reports are written after the financial year is over, so early in 1979 in 
this case. He also had expressed in his book Jag tror på Sverige (I believe in Sweden), from 1973. 
170 Volvo annual report 1979, postscript ‘Volvo och energin’. 
171 Volvo annual report 1982, p. 27. The STC was owned by AB Beijerinvest, a company which Volvo merged with in 
1981. 
172 Mårald (2010), p. 340. 
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main objective for SMAB was to secure methanol for civil society in cases of emergencies such 

as war. For this a peacetime production was needed to be established.173 Volvo owned 40 per-

cent of SMAB and the state owned 60 percent in 1975, and in 1979 80 percent were sold to 

Studsvik which was a company focused on research and development in nuclear energy.174 The 

Swedish state and Volvo kept ten percent each. Volvo had then lost its interest in methanol 

production as a substitute for conventional oil, especially in connection with the deal negoti-

ated with the Norwegian state.175 

With the investments in to the energy sector Volvo wanted to secure fuel supply. As oil 

at the time was the only viable option as fuel for transport, investments in extraction of oil was 

seen as a more stable option then developing a new, untried, fuel. Put in to the environmental 

context, oil was not seen as the perpetrator it is today, at least in the Swedish context. As an 

example can be mentioned that Gyllenhammar went to the Swedish Prime Minister, Thorbjörn 

Fälldin, to discuss the deal with Norway in 1978. Gyllenhammar, taken from his memoirs Även 

med känsla, says that Fälldin, as the leader of the Centre party which had promised to stop the 

expansion of nuclear power for environmental reasons, saw that the deal with Norway could 

be a way to solve the energy demands of Swedish industry.176 If nuclear power for environmen-

tal reasons could be exchanged for oil then Volvo’s environmental policy regarding energy, 

cannot be seen as an anomaly.  

3.1.2.1 Entering the 1980s 

In the 1970s Volvo established its image as a company producing safe and durable family cars. 

However without exciting products, despite Volvos efforts to persuade prospective buyers of 

the opposite. The path on which Volvo started in the 1950s, realising they could not compete 

with bulk production and low price tags, was continued and further rooted in the 1970s. Profits 

could be made by selling fewer but more expensive cars. Volvo had a dual image in the com-

pany’s most important markets. In Sweden it was considered as a rather dull but reliable 

brand, and in the US the Volvo car was a niche product for the intellectual middle-class.  The 

values often called upon was quality and safety, but also owner value in the sense of the all-

embracing policies from Volvo in terms of service and finance, but also the high second hand 

value of the car. The third core value of care for the environment was not used in marketing or 

                                                        

173 Ibid., pp. 341-342. SMAB’s purpose was quite similar to the state owned company Svenska Skifferoljeaktiebo-
laget (Swedish Shale Oil Joint Stock Company) - SSAB. The company was established in wartimes in 1941 to secure 
domestic production and supply of motor oil, first and foremost for the navy. Because of the massive expansion of 
oil consumption after the war, SSAB could only produce a fraction of demand for oil, which led the state to shut 
down production in 1966. Why production was not shut down before was due to arguments about the necessity of 
domestic production if imports were cut off and due to the belief that innovations in shell oil production could lead 
to profitability. SSAB, however, never made any profits and was kept going due to emergency and military reasons. 
See Näsman (2014). 
174 Mårald (2010), p. 343. 
175 Ibid., pp. 342-343. 
176 Gyllenhammar (1991), p. 46. 
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external communication, except when it came to worker’s and traffic environment. To break 

new ground by trying to sell environmentally benign products was not necessary. Volvo had its 

niche in the world and a steady grip on the Swedish market. 

3.2 1980 – 1989 Dealing with particle emissions  

The second oil crisis in 1979 once again struck hard on the American market. The number of 

newly-registered cars in the US fell from 10.3 million in 1979 to 8.8 million in 1980 and to 8 

million in 1984, the lowest number ever registered in the US in the 1970s and 1980s. Despite 

renewed global concern for energy and an almost as severe decline of newly-registered cars in 

Volvo’s most important market, the number of Volvo cars shipped over the Atlantic had grew 

steadily for ten years between 1976 and 1986, with a minor standstill between 1979 and 1980. 

This is shown in Table 2 and Figure 3. In the 1980s, Volvo continued the successful streak of 

increased production and sales in Sweden and the US. In 1979 sales to the US tied the Swedish 

sales: 55 800 units sold on each market. After that, the US market became the single most 

important market for Volvo with about a quarter of total sales until the financial crisis of 2007-

2008. This lead to the first ever introduction of a Volvo model on a foreign market. The 

740/746 station wagon series was first introduced in the American market in 1985 before it 

was introduced in the Swedish market. This was in line with the increased importance of sales 

in the station wagon class. In 1962 station wagons stood for only 12 percent of total sales, ten 

years later 22 percent, and in 1982 31 percent of total Volvo sales.177 

Volvo made record sales with 365 000 cars delivered to customers in 1983 and for the 

first time ever, the 91 800 cars registered in the US amounted to one percent of the market 

share, along with the Dutch produced 300 series for the first time reaching over the 100 000 

mark (105 600 cars).178 The mocked 300 series was the ugly duckling of the Volvo swan family. 

In 1979 the 343 was equipped with a manual transmission instead of the Variomatic stageless 

transmission which caused the 300-series to have a slow acceleration.179 The 343 was also 

equipped with a bigger engine and some more refinements in order to make it look and feel 

more like the bigger, Swedish made, Volvos. A choice which increased its market shares 3.14 

percent in 1977 to 5.5 percent in 1979 in Sweden.180   

  Recovering from a time of industrial commotion and energy crises, Volvo’s performance of 

the 1970s was thus exceeded. As we can see in Table 4, the average annual production of cars 

increased in the 1980s with 114 000 cars compared to the 1970s. In Table 4 we can also see 

that the average number of produced cars in the 1990s was lower than it was in the 1980s. The 

                                                        

177 Lindh (1984), p. 202. 
178 Ibid., p. 202. 
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automotive industry had in the late 1980s built up a massive overcapacity.181 We can also see 

from Figure 6 that profits began to decline already in 1985. In 1981 the Centre-right govern-

ment, and the Social democratic ditto in 1982, devaluated the Swedish krone which really 

spurred exports of the Swedish industry. In 1986 and 1987 the value of the dollar dropped 

compared to the krone and, with that, the profits of the whole of Volvo Corporate Group, 

including profits for Volvo Cars, despite an increase in products sold.182   

1970-1979 253 854 

1980-1989 367 940 

1990-1999 354 140 

2000-2013 417 386 

The car production had until 1979 been handled within the Volvo Corporate Group. In 1979/80 

the new company Volvo Cars (Volvo Personvagnar AB) became a part of the Volvo Corporate 

Group, but as an independent company with its own assets, responsible for the whole private 

car operations of Volvo.183 In 1979 Volvo signed a contract with Renault concerning research, 

product development and production.184 The development costs for new cars had skyrock-

eted,185 seeking Gyllenhammar first to form the, later, failed alliance with SAAB-Scania in 1977, 

and then the deal with Renault. The cost for developing a new Volvo car was doubled in the 

                                                        

181 Liu & Roos & Wensley (2004), pp. 340. 
182 Volvo annual report 1986, p. 3 and 1987, p. 2. 
183 Lindh (1984), p. 194. 
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185 Teknikens värld 80:1, under the headline ‘Ska Renault hinna rädda Volvo?’. 
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early 1980s compared to the early 1970s, from five to ten percent of total revenue.186 Alliances 

in the auto-industry had become ubiquitous at the time, and Volvo needed a partner. Renault 

acquired ten percent Volvo’s shares in 1979, but because of the varying paths – Volvo coming 

strong out of a recession while Renault entered one – Volvo took bought back the shares with 

money that Renault needed for other investments at the time.187 This left Volvo with basically 

no partners to share cost in development and production with. With the massive boost that 

came from expanding markets, sales and income in the first half of the 1980s, this was however 

not a pressing issue at the time. 

In line with Volvo’s safety reputation a safety prize was introduced in 1986, called the 

Volvo Traffic Safety Award, which distributed a prize sum of 500 000 SEK to researchers in 

traffic safety.188 Safety and quality was still the main selling points. With the introduction of 

the 760 GLE it was said that its ‘swell’ (förnämliga) driving capacities and a high content of 

technology, fortified the traditional Volvo car as a car which first and foremost was character-

ised by quality, comfort and safety.189 Volvo also introduced another prize, called the Volvo 

Environment Prize, in 1988, and set aside ten million SEK for the purpose.190 This second prize 

marked a shift of Volvo towards a more progressive environmental agenda which reflected an 

increased public concern about the environment. The remainder of this section will be devoted 

to discussing the general concern for the environment in relation to motoring and in particular 

how Volvo approached the increasing concern from the public and politics for the environ-

ment. 

3.2.1 Towards the mid-1980s and catalytic purification  

In the 1980s issues of the environment materialized like it had not before to the device called 

the catalytic converter. Particle emissions were found to be dangerous to human health, espe-

cially in car dense areas such as cities and town centers. Although the American laws on ex-

haust emission purification had since the mid-1970s been much stricter than the Swedish laws, 

opposition both from Volvo through Ratten and Teknikens värld towards stricter regulation 

was strong because of the increased cost it would impose on private motoring. 

In the 1980s Teknikens värld had an ambivalent attitude towards the environment, or at 

least changing attitudes. In the first issue in 1980 Georg Johansson, the editor in chief for 

Teknikens värld, said that “driving pleasure” (körglädje) cannot stand in isolation from en-

ergy, environment and traffic consciousness. The uncertain situation for available energy 

meant that fast, roaring cars maybe had to play the second fiddle and leave the market for less 
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fuel demanding, cleaner cars. Teknikens värld reported that climbing petrol prices in the early 

eighties pressured the industry to produce less fuel demanding cars.191 Börje Isakson took over 

as the editor in chief after Johansson and held a less negotiable attitude towards the environ-

ment and its protectors. In an editorial in 1983 he laments the efforts of the ‘environmental 

mafia’ (miljömaffian), or more precisely the Committee on Harmful Automobile Exhaust 

Emissions, to implement stricter laws on exhaust emissions.192 It is unclear what he meant with 

the ‘environmental mafia’ when the committee was composed of members of the Riksdag from 

all parties except VPK (Left Party – the Communists). With a clearly polemic tone the proposed 

stricter laws on exhaust purification was described as ‘a monster threatening motoring’.193 

Isakson also claimed that swedes would become ‘burkslavar’ (can slaves), referring to the cat-

alytic converter with the conclusion that the new environmental demands would impose costly 

burdens on car owners, whom of which had nothing gain from it.194 

In connection to the energy crisis in 1979-1980, Volvo in Ratten encouraged its custom-

ers to pay attention to the cars service to reduce fuel consumption.195 Fuel efficient cars was 

something that Volvo would develop, but in the future. But Ratten did not always encourage 

lower fuel consumption. In 1981 Ratten wanted to defend the bigger car segment of the market 

compared to the small class segment represented by the small Japanese cars. Swedes, they 

argued, would not compromise the security of the Swedish class car, i.e. Volvo type cars in the 

upper middle class segment, for a few centilitres of lower fuel consumption. Swedes would not 

trade comfort for a few thousand SEK lower purchase price: especially when the second hand 

value is the most relevant factor when comparing prices. The demand from the Swedish cos-

tumer gives the foreign consumer qualities that are unique on the market, such as quality and 

safety.196 The Japanese car makes posed a potential threat to Volvo, but import quotas were set 

in order to safeguard domestic production. 

Both Ratten and Teknikens värld felt that motoring, and especially private motoring, 

was beginning to be used as cash flow for the government; as a mjölkko (milking cow). Both 

defended the initiative ‘Utan bilen stannar Sverige’ (Sweden stops without the car). The edi-

torial in Ratten 80:1 pleaded to the government to reduce the tax burdens on private motorists. 

Worsened conditions for motoring also equaled less ability for Volvo to bring home export 

profits and provide employment, especially in 1981 when Volvo stood for ten percent of total 

Swedish exports.197 The anti-taxation agenda (anti-increase of taxes) of Ratten was quite con-

sistent from the late 1970s until 1986 when Göran Carstedt took over the editorials from Lars-
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Erik Nilsson. The editorials were written by the CEOs of Volvobil AB, the company responsible 

for the distribution chain and marketing of Volvo Cars. The most polemic was the editorials 

under the headline Rött ljus (Red light). The most important arguments revolved around the 

unfairness for private motorists having to finance the welfare state and not just the costs 

brought by motoring, along with arguments about the freedom a private car brought, and the 

importance of the domestic car industry. Ratten feared that if taxes became too high, the car 

could only be afforded by the upper class.198  

The Swedish legislation on particle emissions was already the strictest in Europe, but still 

the allowed amounts were 80-90 percent higher than in the US. Volvo did not in Ratten or in 

their annual report comment on the proposed legislation. Volvo’s attitude towards the legisla-

tion cannot be discerned from these sources. Despite their seemingly technological advanta-

geous position they did not advocate for a rapid introduction of catalytic purification. Jonas 

Gawell from Bilindustriföreningen199 however argued that Sweden should not take the lead in 

forming environmental legislation. Instead, Sweden should wait to see if FRG (West Germany) 

and other European Community countries would adopt the American emission standards. The 

needed lead-free petrol could keep Swedish cars and car owners from going abroad if the leg-

islation was adopted. Gawell also raised the issues of car manufacturers, especially the small 

ones, would have trouble handling many different standards.200  

For Volvo it would have been hazardous to directly argue against the introduction of in-

novations which were meant to improve the environment. With a somewhat outspoken envi-

ronmental consciousness and the technology up and running, it would have been a very risky 

campaign. Björn Gillberg, an environmentalist with media coverage in the 1980s and the head 

of the foundation Miljöcentrum (Centre for the Environment), argues that Gyllenhammar 

himself in fact lobbied politicians to keep the legislation as it was.201 What Volvo really thought 

of the introduction of a technology of which they had a head start is unclear. It could although 

be argued that Gawell could function as a spokesperson for the industry, airing the contra ar-

guments in relationship to the Committee’s proposed standards and speed of implementation. 

If Volvo, as Gillberg argued, did not want to introduce the catalytic converter then they could 

still remain neutral in the public debate as long as Gawell argued their case. The propositions 

from the Committee was however supported by the political majority and introduced in 1986. 

3.2.2 ‘Solving’ the environmental problems  

The catalytic converter was an instant success. In 1987 the first converters could be installed 

when lead free petrol was available. The new technology introduced on exhaust emissions 

                                                        

198 As an example of these arguments, see Ratten 83:4, pp. 5, 14-15. 
199 Now BIL Sweden, the Swedish association of automobile manufacturers. 
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could quickly be seen to have a quite substantial effect. The resistance from the auto-industry, 

auto-magazine writers and even the petrol companies, saying that it was impossible to produce 

lead-free petrol with the same quality as leaded petrol, had been reduced to a cautious embrac-

ing of the catalytic converter. The emission standards set in 1976 had a certain effect on emis-

sion on carbon monoxide (CO) and hydrocarbons (HC). In order to purify emissions of nitro-

gen oxide (commonly NOx, which is emissions of either NO or NO2) the three-way catalytic 

converter had to be used. The distinctly negative tone from Teknikens värld was gone for a 

more reasonable approach towards the catalytic converter. Most probably because of the new 

editor in chief, Åke Borglund, who had a less polemic attitude towards environmental issues. 

Borglund often argued the need for smaller cars, and that the domestic car manufacturers 

should stop focusing on luxury cars. Instead they should focus on affordable middle segment 

cars to compete with the Japanese manufacturers, and not call for trade sanctions towards the 

Japanese.202 In 1987 Teknikens värld published the figure below, Figure 7, in which a forecast 

for particle emissions were presented, compared to the increased numbers of cars (bilbestånd). 

It was mandatory for new cars to have catalytic converters installed in 1989 and the predictions 

proposed that emissions within 20 years would be almost in parity with emissions in the 1950s. 

Emissions have since then been substantially reduced, pretty closely following the predictions 

in Figure 7.203 

Volvo were maybe not that pro-active towards the introduction of the catalytic converter. 

But when legislation was de facto decided upon, Volvo was quite quick to respond. In 1986, the 

last edition of Ratten had a green colored front page, and was dedicated to the catalytic con-

verter. Stephen Wallman who was the head of Volvos project group for exhaust emission puri-

fication in 1972, was interviewed in the same episode. The American Environmental Protection 

Agency (EPA) held hearings with all car manufacturers about the emission standards set for 

1975. The goal for the manufacturers was to prove that it was technically impossible for the 

industry to adapt within three years. Wallman says that General Motors managed to persuade 

the EPA to push the introduction of the new standards until 1976.  Volvo, however, already had 

a prototype with the needed three-way catalytic converter and the Lambda sensor ready for 

testing in 1972. All efforts were put into the development of a full scale production of catalytic 

converter equipped cars, which Volvo as the first car manufacturer managed by 1976.204 For 

                                                        

202 See for example Borglund’s editorial in Teknikens värld 88:15. 
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this Volvo was awarded the EPA National Environmental Industry Award in 1977, and the Cal-

ifornian authorities made the catalytic converter equipped Volvo cars their choice of import.205 

In Volvo’s own historiography, the 1976 innovation of the Lambda sensor equipped catalytic 

converter is used as a way to show that Volvo have been environmentally progressive.206 A 

tendency which intensified after 1986. To the 1986 annual report a postscript was added, which 

had the name ‘Questions on the environment in Volvo’ (Miljöfrågor i Volvo). In the postscript 

a number of issues are discussed: the benefits of catalytic purification is devoted a lot of space; 

the problems connected to particle emissions caused by the metallic paint surface treatment of 

cars; and Volvo’s participation in the public debate. The main points of the environmental pol-

icy of Volvo is also attached, stating clearly that Volvo will follow the demands set by authori-

ties as far as possible, and support public inquiries on the environment with financial and hu-

man capital. Nothing however on taking initiatives or leading environmental innovation. One 

of the major investments made on improving environmental performance, was the planning 

of a new paint shop in Torslanda, readied in 1994. During the early 1980s Volvo was criticized 

on the high hydro carbon emissions from the Torslandaverken which Volvo in 1987 decided 

to invest 1.5 billion SEK to change to paint based on water instead of the metallic based paint.207 

                                                        

205 Volvo annual reports 1976, p. 10. 
206 See for example Volvo annual report 1986, pp. 14-16, and Volvo sustainability report 2014, pp. 16-17. 
207 See Jönsson & Wickelgren (eds.) (2011), p. 71, Volvo annual reports 1987, p. 18; 1988, p. 11. 

Source: Teknikens värld 87:11, p. 84. The value on the x-axis is not denoted in the source. It could 
possibly be 1000 tons per year. Source: Teknikens värld 87:11, p 84. Koloxid means carbon monoxide, 
kolväten means hydrocarbons, and kväveoxider means nitrogen oxide. 

Figure 7. Prediction from 1987 on particle emissions in Sweden after the introduction of catalytic con-
verters. 



48 

 

Gyllenhammar for the first time, since he became the CEO of the Volvo Corporate Group 

in 1971, mentions the environment as a highly important issue that had reached an unprece-

dented interest in 1988.208 Volvo, he claimed, are well adapt to meet the growing demand for 

products with better environmental performance. The same year the Volvo Environmental 

Prize was instituted and a review of the environmental policies were commenced in order to 

further implement new ones in 1989.209 The editorial in Ratten, signed by the Volvobil CEO 

Göran Carstedt, wrote about the increasing responsibility for the environment which both the 

public and the industry felt in connection to the Hiroshima catastrophe the previous year, and 

in connection with pollution of nature in general.210  

Despite this increased environmental concern, this was not reflected in the cars offered 

to the market. Catalytic purification had become a necessity to even enter the market. It was 

rather cheap to implement and there hardly existed any competition among consumer prefer-

ences. There were no such things as exclusive catalytic converters for the general public to 

choose from. In 1988, Volvo attributes success in the whole world to safety, quality, affordabil-

ity and customer care.211 The CEO of Volvo Cars, Roger Holtback, is asked by Ratten to state 

the five most important honorary words of Volvo, in 1987. His answer is ‘quality, quality, qual-

ity, quality, quality”.212 The core value of environmental care was nowhere to be seen in the 

identity of Volvo Cars, at least not when referring to public relations and external communica-

tion. 

This view is strengthened if the advertising of Volvo is studied. Nothing on superior en-

vironmental qualities, or even anything at all of the environmental qualities, of Volvo cars 

could be found in the advertising in Teknikens värld. The top selling 400- and 700-series were 

marketed with arguments of comfort, class, power, and ‘driving pleasure’.213  

3.2.2.1 Challenges ahead 

With the introduction of the catalytic converter, the most acute environmental problem con-

nected to road traffic seemed to have been solved, in the late 1980s. Improvements aimed at 

the plant level, like the investments to green the Torslanda paint shop, were considered more 

important. A lot of the internal environmental policies, namely policies aimed towards reduc-

ing emission and pollution at the plant level, were connected to the progressive working poli-

cies of Volvo.214 Standards were not pushed, but followed in the 1980s, unless it could contrib-

ute to a better environment for workers. Volvo had entered a new path, where environmental 

                                                        

208 Volvo annual report 1988, p. 3. 
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issues became higher valued. These values were however still not visible in the products of-

fered.  

The path of car development was set towards the higher segments. The small 300-series 

did not sell well before it stepped up a notch in the class, and the 400-series were marketed as 

family cars in the middle-segment.215 Station wagons had become a more important income 

factor. Bigger cars do not necessarily need to be more polluting or emitting, however someone 

who buys the biggest car does probably not have environmental performance as a top criteria 

of car performance. A big engine sells a big car, not a weaker engine with less emissions. This 

trend could have continued, with environmental care as a peripheral value in car sales, if it was 

not for the financial crisis of the 1990s. The financial crisis caused a structural crisis for Volvo. 

The company entered a formative period where environmental care became even more im-

portant in brand communication, as well as the humane socio-technical production methods 

were thrown overboard on behalf of methods used by the industry at large. 

3.3 1990-1999 Crisis induced business shifts  

In 1990 another crisis struck hard on the car industry. The massive overcapacity made Volvo 

reduce production with nearly 100 000 cars between 1990 and 1991, which is shown in Table 

5. The demand in Great Britain, the US and Sweden dropped with 47 600 cars in 1990. This 

was the equivalent of the numbers of Volvo cars registered on the Swedish market the same 

year. On the Swedish market new registered cars amounted to 712 000 cars in 1990-1994 com-

pared to 1 260 290 cars in 1986-1989. In 1993, 127 738 cars were reported as newly-registered 

in the Swedish market, which is the lowest number ever reported in the 45 year period studied. 

Volvo Cars lost 5 929 million SEK in 1990-1992 which is shown in Figure 6.216 Volvo Cars was 

the only part of the Volvo Corporate Group that showed negative result in 1990.217  

Cold winds were blowing in the car industry in the early 1990s. With shrinking demand, tight-

ened competition and increasingly expensive development costs, Volvo and Gyllenhammar 

                                                        

215 See the advert in 88:25. 
216 The losses are expressed in fixed prices using KPI from 2014. See Figure 6. 
217 Volvo annual report 1990, p. 36. 

1990 1991 1992 1993 1994 1995 1996 1997 

376 100 278 300 304 200 290 700 351 700 370 500 375 800 387 400 

1998 1999 2000 2001 2002 2003 2004 2005 

398 500 408 200 429 600 418 600 398 600 416 300 466 000 446 600 

2006 2007 2008 2009 2010 2011 2012 2013 

426 500 461 100 366 200 311 400 387800 462300 429400 423 000 

Source: BIL Sweden Fordonsproduktion 1980-2013 

Table 5. Cars manufactured by Volvo. 1990-2013. 
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continued to look for partnerships. In 1990 the old Renault alliance was revived. Volvo ac-

quired 20 percent of Renault’s car manufacturing, and 25 percent of Volvo Cars was sold to 

Renault, creating the fourth largest car production group in the world. The Corporate Groups 

of Volvo and Renault acquired 45 percent of each other’s truck and bus production, making it 

the biggest company group in that area.218  The cooperation between the two expanded and in 

1993 the goal was a full merger, spearheaded by Gyllenhammar. The Volvo board however 

withdrew the proposal of a fusion in late 1993,219 after that the institutional shareholders of 

Volvo and Volvo’s workers had shown to be resistant. Gyllenhammar, no longer CEO of the 

Volvo Corporate Group since 1990 but still Executive Chairman of the Volvo board put all his 

personal capital in to the Renault merger. He blamed Sören Gyll, CEO of Volvo since 1992, for 

the failed merger, claiming he was the one affecting leading managers and owners towards 

opposing the merger.220 Gyllenhammar called for an immediate resignation from Volvo in late 

1993. 

This left Volvo Cars with practically no development program since everything had been 

planned in consideration to the Renault merger. Gyll put massive efforts towards introducing 

a new production strategy and a new product plan which was ready in 1994. Among the cars 

that were decided was the S80, which was the first car introduced from that plan, and the best-

selling V70-series. Gyll also turned production towards the more orthodox lean production, 

practiced by other car manufacturers. The basics of lean production is to eliminate any part of 

production which does not create value for the customer. Thus the plants in Uddevalla and 

Kalmar were closed in 1993 and 1994, and Volvo went from leading the development of socially 

enriching production methods towards the industry standard.221 This also included focusing 

on the core business, which was in automotive production. Gyllenhammar was the strongest 

proponent of the diversification policy, but with his resignation Gyll divested the holdings in 

the pharmaceutical and biotechnology industry, as well as foodstuff industry and trading busi-

ness.222 Gyll, like many other business leaders at this time, brought his company ‘back to ba-

sics’. The field was open and actions needed to be taken to develop the next set of products to 

be produced.  

Mikael Wickelgren argues that with the resignation of Gyllenhammar, not only the drive 

to diversify was lost, but also the doctrine that a firm’s raison d'être is as a node for multiple 

actors to exert legitimate claims, basically what we call the stakeholder model.223 Gyllenham-

                                                        

218 See Teknikens värld 90:7, p. 36, and Volvo annual report 1990, p. 11. 
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221 Jönsson & Wickelgren (eds.) (2011), p. 48. 
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mar was pro-active regarding work related issues and often aired the role of Volvo as a respon-

sible actor in society when it came to employment, national income but also the environment, 

often scolding the short-sightedness of financial markets.224 Gyll instead steered Volvo towards 

a shareholder model aimed at satisfying the interests of the owners. This lead Volvo towards a 

more market oriented approach where the aim was that lead times (the time of all steps in 

production) towards the market was to be reduced by 50 percent.225 The production model was 

turned towards a more market oriented policy, using flexible methods to meet consumer de-

mand in a more direct way. 

3.3.1 Re-branding Volvo  

In the early 1990s the successful 200- and 700-series were supposed to be replaced. The 240 

model had been the backbone of the Volvo Cars operations, mass-produced for 19 years be-

tween 1974 and 1993. To take its place at a precarious time, Volvo’s most expensive model to 

produce and market, the 850 GLT, was launched in 1991. Marketed as an exclusive, premium 

car it for the first time was a success in combining a Volvo car with the notion of ‘driving pleas-

ure’.226 The 850 did not only mark a shift in marketing but also in production, as it was the first 

Volvo car to be front-wheel driven. Luckily it became an immediate success when it was needed 

the most.227 It won lots of prices between 1991-1993, including the most beautiful car in Italy 

and the car of the year in Canada and Finland.228 It was also deemed the car of the year by the 

readers of Teknikens värld in 1994. The image of the Volvo car needed a facelift, away from 

boring and safe cars and towards being perceived as a premium brand. After the failed Renault 

merger the targeted costumers were labelled affluent progressives.229 What was meant was the 

quickly growing numbers of well-educated, liberal intellectuals, with purchasing power who 

valued safety and cared for the environment. The former arguments of second-hand value and 

durability, appealing to the rational part of the consumer were supposed to leave room for 

more emotionally laden arguments. More effort was put in to design for a more visually pleas-

ant experience, along with more focus on driving pleasure and problem free owning.  

This change in the car production towards focusing on premium products was also ac-

companied with a change in corporate communication. Gyll put forward a plan of action to the 

annual stockholder’s meeting in 1994 towards a more clear focus on the Volvo transport in-

dustrial activities by strengthening the global Volvo network.  Within the network, the Volvo 

brand should more clearly be communicated by using the company’s core values: quality, 
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safety and care for the environment.230 This is clearly seen in Ratten. No other values, men-

tioned as central or core values, were communicated besides those values, always used to-

gether. This marks a shift from the rather situation bound communication like the quintuple 

use of quality by Roger Holtback, or the varying other combinations of expressed core values. 

The environment had never before had such a prominent place in Volvo’s brand communica-

tion as it had with the platform put forward by Gyll.  

3.3.2 Efforts towards greening Volvo’s environmental impact and the dilem-

mas of going premium 

In the early 1990s Volvo worked with a declaration of contents on their cars in order to make 

recycling easier. Volvo also launched a concept 745, totally free from CFCs (chlorofluorocar-

bons),231 along with patents for a new CFC-free refrigerant for converting used air conditions 

of old cars. Volvo received the EPA Ozone Protection Award for the refrigerant.232 The major 

innovation that caught international attention was the Volvo ECC, or Environmental Concept 

Car, launched in 1992. The EEC was the first hybrid by Volvo. It had a diesel driven gas turbine 

and the interior featured natural materials like cork, along with light materials like aluminum 

in the car body, which would make it easy to recycle. The aim was to meet the emission stand-

ards in California which called for zones with zero emissions.233 A more holistic approached 

towards the environment could be seen. In the middle of the 1980s the environment was basi-

cally dealt with by installing catalytic converters in new cars and scrapping old ones. With dis-

cussions on the ozone layer depletion it was expanded towards the CFC greenhouse gases. Dis-

cussions in the Riksdag in 1994 made Volvo establish methods for recycling old cars when 

legislation was going to make manufacturers responsible for the recycling their products.234 

This led Volvo towards thinking in terms of lifecycle analyses – calculating the emissions of, 

and total materials used for the total lifetime of a product.235  

The EEC won a lot of international awards and gained massive international attention, 

which contributed towards the image of Volvo as an environmentally conscious brand. The 

vision sold with the EEC was the vision of a catch-all solution towards private motoring – it 

was possible to be a friend of the environment without sacrificing the comfort or safety which 

consumers now were used to.236 The EEC looked like a modern car – in fact a bit better –which 

                                                        

230 Broberg (2006), p. 15. 
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made it possible to imagine having it standing on the driveway; a vision previous hybrid pro-

totypes could not compete with. The EEC engine was put in an 850 car to try to make it com-

mercially available. Tests with flexi fuel cars were also started. An engine running on com-

pressed methane (biogas or natural gas) was tried on the 940 model in order to meet the Cali-

fornian low emission standards, decided to take effect in 1998.237 

Until 1995 climate change caused by emissions of CO2 and other greenhouse gases in to 

the atmosphere was not seen as a problem, but rather as something which could not be affected 

by human activity. Figure 8 is taken from the third edition of Ratten in 1992. It shows the 

shares and sources of CO2-emission; natural (naturliga), anthropogenic (antropogena), and 

traffic. Now we know that the small shares of anthropogenic emissions actually do have major 

effects on climate change, the figure and the connected text however gives the impression that 

man-made CO2-emissions is nothing to care about.  

In 1995, however, climate change was, for the first time, addressed as a real threat in Volvo’s 

environmental data report.238 To decrease fuel consumption was seen as the most promising 

way of reducing the environmental impact of Volvo’s cars. The Swedish Transport administra-

tion changed its rules for which cars fitted into their fringe benefit system, excluding all cars 

which consumed more then 0.86 litres per ten kilometres. This dismissed a lot of the Volvo 

cars produced in Sweden (the Dutch produced 400-series had an acceptable consumption), 
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Source: Ratten 92:3, under the headline ‘Utsläpp växthusgaser, na-
ture/människor’. 

Figure 8. Share of CO2-emissions by source in 1992. 
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which called the environmental image of Volvo in to question. Leif Johansson, the newly ap-

pointed CEO of Volvo Corporate Group, was interviewed in Ratten in 1997 about the critique 

of the high fuel consumption of Volvo cars.239 He pledged to lower Volvo’s fuel consumption 

with 25 percent in 2005 compared to 1990. The goal was however aimed at cars sold within 

the European Union, excluding other markets.240 And lowering fuel and CO2-emissions from 

cars had not been Volvo’s strong side. CO2-emissions, which is a proxy of fuel consumption, 

emitted from Volvo cars dropped with nine percent between 1970 and 1995.241 Figure 9 shows 

the average fuel consumption of Volvo cars in Sweden between 1978 and 1997. The ECE 93/116 

test cycle introduced in the EU in 1997 yielded higher fuel consumption than the previous test 

cycle did.242 This means that the figure underestimates the fuel consumption. A consumption 

in parity with the lone dot in 1997 is more likely.  

The goal was later changed to reduce fuel consumption for cars sold in the EU with 25 percent 

between 1995 and 2008.243. It was a voluntary agreement made by members of the European 

Automobile Manufacturers Association (ACEA) and in 2008, the average Volvo car sold in the 

EU emitted 185 g CO2 per kilometer. The reduction was reported to be 19 percent,244 which 

means that the average for cars sold in 1995 would be 228 g CO2 per kilometer, slightly below 

the emissions of the 850 model which was the most sold model in 1995. The target was reached 

between 2009 and 2010. In 2010 a reduction of 30 percent had been reached, compared to 23 
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Figure 9. Average fuel consumption of Volvo cars in Sweden, model years 1978 to 1997 



55 

 

percent in 2009.245 When Teknikens värld ranked the most sold cars in 1973/83/93 and 2003, 

all were Volvo cars. The 144 DL (1973) consumed 1.20 liters per ten kilometers, the 240 (1983) 

0.94 liters, the 850 (1993) 0.87 liters and the V70 140 (2003) consumed 0.91 liters per ten 

kilometers.246 

3.3.3 Going green as corporate competitive advantage and the environmental 

oxymoron of the Sport Utility Vehicle 

The environmental improvements Volvo did were put in the context of competitive advantage. 

Volvo have produced environmental data reports since 1991. In 1995 a more extensive review 

of environmental information and statistics was included rather than just abstract goals and 

texts mentioning environmental challenges. The number of pages doubled between 1994 and 

1995. The first two reports merely stated that the automotive industry was damaging the envi-

ronment along with some reporting on what Volvo made in order to green their production. 

Since 1993, the reports have been signed by executives of Volvo which since have stressed the 

comparative advantages of a leaner production, and a more holistic approach to business. Leif 

Johansson claimed that because of the increased market demand for ‘environmentally com-

patible products’, companies who successfully could implement environmental programs into 

their production schemes would gain competitive advantages.247 Ratten, which now had 

changed its editorials from being signed by the head of Volvobil AB to being written by the 

editor in chief, stated that ‘it would be commercial suicide not to take the environment seri-

ously’.248 Legislators should leave it to the market to solve this issues when demand for envi-

ronmentally benign products was needed to survive at all, the argument went. 

In the 1970s and 1980s the environment was seen as an important factor, something 

which held a stake in Volvo’s operations, but in the mid-1990s it turned towards becoming a 

central aspect of business strategies in production and communication. In 1994 Teknikens 

värld started to include environmental aspects in their car testing. Particle emission, fuel con-

sumption and emissions of CO2 was taken in to consideration, although it was rarely decisive 

when the overall rating of the car was discussed. In 1998 Teknikens värld institutionalized an 

environmental award which Volvo won in the family sized class with the S80 the next year. The 

S80 was built on the new industrial platform decided upon after the collapse of the Renault 

merger. The design was taken from the EEC concept car, and took a decisive step away from 

the boxy Volvo design which was fortified with the 240 model. The S80 was also the first car 

in the world (according to Volvo) to have an environmental declaration of contents.249 
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The S80 won the Teknikens värld award because of the very clean exhaust emissions, in 

parity with a small car.250 But the S80 was also a big car, right below the premium segment. 

With the S80 it took 0.94 liters to travel ten kilometers which by Teknikens värld was consid-

ered as a low consumption for a car in the family segment. And the general trend of Volvo Cars 

was to introduce bigger cars with more powerful engines. Fuel was not by then, and had not 

before, been an issue of great concern. The introduction of the cross country V70 is a sign of 

this trend of bigger, more powerful cars. 

3.3.3.1 Introducing the first Volvo SUV 

SUV stands for Sport Utility Vehicle and had gained increased consumer attention in Sweden 

the late 1990s, and has been the fastest growing vehicle category since the mid-1980s in North 

America. The SUV has been credited as the model segment that has kept the declining North 

American auto-industry profitable, with its 25 percent market share in 2002. The SUV is seen 

as a symbol of freedom, individualism and power. It is also thought to provide a connection 

with nature, enabling off-road experience with the SUVs all-wheel-drive (AWD) and robust 

construction.251 Volvo’s dependency on the American market led them to introduce a XC 

(cross-country) edition of the top seller V70 named the V70 XC AWD in 1997. With the V70 

AWD and the XC model, sales for the first time since the 1980s exceeded 100 000 sold units 

in the US market alone in 1998. The V70 XC was the first step towards a fully developed SUV. 

It still was a modification of the ordinary V70, but was heavily marketed as a step towards the 

SUV segment. Ratten basically changed from a more standard consumer magazine towards 

something which could easily have been mistaken for a magazine focused on travel or outdoor 

life. More often the typical Swedish countryside was traded for vistas of vast landscapes at a 

sundown setting, not particularly common to Swedish nature, which was a step towards selling 

the freedom which SUVs are so deeply associated.  

At the time when the environment was more on the agenda than ever, both internally 

and externally, Volvo launched cars in the most environmentally contested car segment.252 For 

a brand which has care for the environment as a core value the SUV seems like an oxymoron. 

Volvo reported that the V70 XC consumed 10.9 litres per ten kilometres. The V70 XC was not 

in line with the goal of decreasing fuel consumption with 25 percent until 2008. The V70 XC 

was however first and foremost aimed at the American market which stood for 25 percent of 

the total sales in 1998, with almost twice the amount of cars sold on the Swedish market.253 
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In 1999 Volvo Cars was sold to Ford. The development costs of new car models and com-

mercial vehicle lead the Volvo management to search for buyers of the healthy Volvo Car Cor-

poration. The giant merger between German Daimler-Benz and American Chrysler accelerated 

efforts to find bigger manufacturers which could acquire Volvo’s car production and let the 

remaining AB Volvo consolidate on sales and production of commercial vehicles.254 When Ford 

Motor Company purchases Volvo Cars in 1999, a holding company for the Volvo brand was 

formed, called Volvo Trademark Holding AB, with AB Volvo and Ford Motor Company with 

each company owning 50 percent of the shares.255 

3.3.3.2 Towards the new Millennia 

Volvo went through a major structural reformation in the 1990s. Production focus changed 

towards market orientation with goals of shortening lead times for more flexible production to 

catch small shifts in demand. The targeted buyers of Volvo’s cars was changed in order to catch 

profits in the higher level segments, and not by selling bulk. The environment became more 

connected to the brand and brand communication. The image of how the environment was 

cared for in terms of products sold is however more blurred. Although the S80 had clean ex-

haust emissions, its fuel consumption was high. The V70 XC was even more fuel consuming. 

It seems as the opportunity cost of abstaining form sales and production of the SUV was too 

high.  

3.4 2000-2014 Handling dilemmas  

‘Living with dilemmas’. That is the title of Hans-Olov Olsson’s, CEO of Volvo cars in 2002, 

introduction to Volvo’s corporate citizenship report in 2002. One of the dilemmas he discusses 

is the increased demand for SUVs. Cars often deemed to have a questionable safety standards 

and high fuel consumption. Because of their higher ground clearance than ordinary cars, SUVs 

put other motorists at risk. The development of Volvo Cars had entered a new production 

mode, where production was more adapt to market demand instead of focusing on the sophis-

tication of internal processes. The importance of the American market had grown relative to 

the Swedish market ever since the 1980s and reached 30 percent of total sales in 2004, with 

the XC90 – Volvo’s first, full blown, SUV – as a top seller.256 The XC90 was designed for a 

female audience in mind. In the US in 2004, 80 percent of SUV drivers were women, in Europe 

it was up to 50 percent. By using input from a reference group of 24 working women in the US, 

Volvo developed the XC90. Environmental concern, a bold design but not as aggressive and 
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pretentious as other SUV was their most important standpoints.257 Over half of Volvo’s US cus-

tomers were female in 2002 while just above ten percent of European customers buying a new 

Volvo car were female.  

Sales in the US reached an all-time high in 2004 with 139 155 invoiced cars, which is seen 

in Figure 10. After 2004 sales to the US tapered off, connected to the decline in US growth, and 

thus demand, to level off on around 55 000 to 65 000 invoiced cars a year from 2010. In 2007 

Volvo sold a record of 458 323 cars, despite reduced sales in the US, a record which was broken 

in 2014 with 465 966 cars sold.258 The increase in sales in 2007 was attributed to the increased 

demand from non-Western economies such as Russia, China and Turkey. The financial crisis 

in 2007-2008, once again struck the industry and Volvo hard, which led to financial losses 

until 2010 when profitability could be reestablished. Much of the success is attributed to the 

XC90, XC70, and the newest XC60 which was the by far most sold model in 2014. The SUVs 

were in 2014 seen as the key to future success.259 The dilemma of the SUV – high fuel con-

sumption and the safety threat posed to other motorists – is, according to Volvo, dealt with by 

developing the cleanest and safest SUVs available.260  

3.4.1 The new brand 

Since the 1990s Volvo’s rebranding have had a substantial effect on what products Volvo offers. 

The premium products offered in the 2000s does not bear much resemblance to the ‘people’s 

cars’ offered before. In 2004 the editorial of Teknikens värld asked who would buy Volvo in 20 

years.261 ‘Today’, the editor Daniel Frodin says, ‘you do not buy a Volvo because it is particularly 
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reliable, that it is possible to load heavily or because it has a sturdier construction than the 

competition. You buy design, the brand, and a “premium car”’. With new generations, the dom-

inance of Volvo would fade away, the argument went. Ten years later, Volvo still owned 20 

percent of the market in Sweden.262 Sales increased in 2014 compared to 2012 and 2013, which 

had a lot to do with a successful marketing campaign featuring Swedish celebrities such as the 

footballer Zlatan Ibrahimović and the pop artist Robyn. Although the Volvo brand was very 

different than it had been before the 1990s, Volvo managed to stay the most important player 

on the Swedish market.  

Concerning safety, Volvo has been leading the whole industry towards new safety stand-

ards, e.g. with the 240 model that became the NHTSAs model car on safety. But the engineers 

at Volvo have not in the same way been stimulated to fill the cars with environmental innova-

tions as they had been developing new safety solutions.263  During the first decade of 2000, the 

editorial of Teknikens värld often wrote about the seemingly lacking environmental responsi-

bility of Volvo.264 The compromise between safety, premium quality and the environment be-

came exactly that, a compromise. Teknikens värld’s editor, Daniel Frodin, says that safety was 

a ‘hygiene factor’ in the auto-industry: a car that would not score top marks in the relevant 

safety test would not drum up any demand. Volvo, he writes, instead tries to compete with 

being a bit sporty, without being close to BMW. A bit luxurious, falling short of Mercedes. Dis-

crete and powerful, without reaching Audi. Volvo performed well among premium brands, 

without being best at anything. That combined with Volvo’s thirsty engines was the reason why 

Volvo lost sales in 2008, not because of the strong dollar, Frodin argues.265 

Volvo probably did lose sales because of the loss of global demand as a result of the fi-

nancial crisis. But the criticism directed towards Volvo cars, and the dilemmas of combining 

big thirsty engines with the image of environmental care, was correct in many ways. The Eu-

ropean Federation for Transport and Environment released a report in 2006 called How Clean 

is your Car Brand? where the voluntary reduction goals set by the ACEA-members were fol-

lowed up.266 Volvo’s emissions of CO2 were the highest of all 20 compared brands in 2006.267 

The cars of Volvo’s parent company, Ford, had the fifth lowest emissions. Ford had been more 

successful in introducing the flexi fuel cars which Volvo never managed to do on a bigger scale. 

3.4.2 Handling dilemmas, continued 

Volvo reached the emission target of cars sold in the EU in 2014 (125 g CO2/km, below the 

targeted 130 g CO2/km). Failing to meet the standards are coupled with expensive fines. It was 
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close above the European average which was 123 g CO2/km in 2014.268
  After the catalytic con-

verter and the introduction of manufacturer responsibility for recycling the biggest issue of 

motoring and environment is fuel consumption. Something which cannot be solved by in-

stalling a purification device, but rather needs time and incremental innovation, or changed 

consumer behavior. If demand for powerful, big and heavy cars fall, fuel consumption will be 

reduced. A lot of effort from Volvo have been put into reducing environmental strain from 

production. Energy use have been lowered from 916 669 MWh in 2007 to 745 557 MWh in 

2014. The same goes for carbon emissions. In 2007 126 735 tons were emitted compared to 

49 918 in 2014, a reduction of 60 percent in eight years.269 Of the emissions made from a car 

75 percent is produced during its use.270 

Volvo’s path have since the 1990s been set on the premium segment, and was crowned 

with the XC90, costing a good 500 000 SEK for the cheapest model.271 The American market 

was the most important market for Volvo in the early 2000s and was passed by the Chinese 

market in 2014, with its fast growing demand for durable consumer products. Emissions for 

cars in the American and Chinese market, however, are not reported. It is likely to believe that 

the efforts of low fuel consumption in these markets are not as ambitious. If they would have 

been, it would surely have been reported in the sustainability reports along with the results of 

the European car fleet.   

The environment is definitely of central concern to Volvo. However, it can as easily be 

said to be of central concern to most auto-manufacturers. Car models that consume substan-

tially more fuel than the average will have a harder time making it commercially. Stricter en-

vironmental regulation has led Volvo to make efforts, foremost regarding catalytic purification 

and lowering fuel consumption. This regulation have been negotiated between the industry 

and politics, and the goals were not sufficiently met before they were enforced with economic 

sanctions.  

The path which Volvo have continued on after the formative years in the mid-1990s will 

be hard to combine with a path as an environmental leader of the industry due to the focus on 

big cars with lots of premium qualities. However, as a small manufacturer, something has to 

bring gold to the treasury chamber. Horsepower, cool gadgets and edgy design sells cars. Space 

for the family and safety innovations making the family vacation safe sells cars. But when it 

comes to the environment the car is already a compromise. A dilemma which is hard to solve. 

Volvo have come a long way, but surely, they have not lead the development. Rather they have 
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formed an image of what a Swedish car is and how much petrol it is acceptable to use for driv-

ing ten kilometers. Partly solving the dilemma would be to give up on the SUV environmental 

oxymoron and focus on smaller more efficient cars. But that would cost. A cost which maybe 

would be too big for Volvo to bear. 

4. Discussion and concluding remarks 

4.1 Business leaders and shifting meanings of ‘the environment’ 

The overarching purpose of this thesis is to explore why the Swedish car fleet is more fuel de-

manding than the rest of Europe and to identify what historical processes that shaped the sit-

uation of today. Because of Volvo’s historical importance in shaping the composition of the 

Swedish car park, the Volvo Corporation and especially Volvo Cars have been studied. The 

story of Volvo and the environment is, indeed, a story of trade-offs; between quality and pro-

duction and between environment and sales. The research questions posed in the beginning of 

this study regarded in what way ‘environmental care’ as a core value affected the business strat-

egies of Volvo; in what way Volvo have influenced Swedish consumers towards choosing the 

most fuel consuming cars in Europe; and why the Swedish car park, despite Sweden’s reputa-

tion and good performance in environmental matters, took so long before reaching the Euro-

pean CO2-emission average. 

During 41 years covered in this study of Volvo, the corporation has experienced a trans-

formation with regards to production and the identity and image of the Volvo brand. The ma-

jor shift in business orientation came first with the efforts towards mass-production in the 

1950s, and then after the financial crisis in the early 1990s with the collapse of the Renault 

merger and the change of leadership from Gyllenhammar to Gyll. Gyllenhammar represented 

the old industrialists, with his low trust in financial markets and focus on solving problems by 

turning towards the production process instead of market based solutions. Gyll was a typical 

business leader of the 1990s, who was apt to modernize Volvo for the new corporate climate 

where shareholder value became a key concept. None of them are in that sense atypical. They 

are however important actors in terms of Volvo’s relationship with the environment. Gyllen-

hammar introduced ‘environmental care’ as a core value, while Gyll elevated it to a key aspect 

of brand communication.  

The discourse and the meaning of ‘the environment’ changed during the two decades that 

passed between the introduction of the core value in 1972 and the establishment of Gyll’s com-

munication plan in 1994. When Gyllenhammar spoke of the environment in the 1970s the con-

text was local: the workplace, workers environment, traffic environment or local plant emis-

sions. In the mid-1980s to early 1990s ‘the environment’ became regional. It had to do with 

emissions caused by motoring in general, but confined to congested areas, causing damage to 
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third parties and not just those in direct contact with the source of the environmental degra-

dation. In the mid-1990s awareness of global warming and ozone layer depletion became cen-

tral topics of the environmental discourse. ‘The environment’ went from a regional reach to 

become global in scope. The answer to the question about who or whom that is to be held re-

sponsible for handling these issues obviously differs depending on scope and capability to 

make a change. No single company is big enough to affect the global climate, almost no matter 

how much petrol their cars consume. A company can however affect working conditions and 

plant pollution. 

In terms of pro-activeness with regards to the environment Volvo have not pushed for 

greener products. Gyllenhammar was recognizably pro-active towards workers and working 

condition, and in that sense the ‘environment of the workplace’. Catalytic converters could not 

be installed in Volvo’s cars before lead free petrol was available, and judging from the results 

of this study, neither Volvo nor Gyllenhammar did care to speed up the introduction. Com-

pared to his efforts to form a ‘green brand, Gyll did not push for greener products. Gyll’s suc-

cessor Leif Johansson, pledged to reduce fuel consumption only after it seemed clear that other 

car producers in Europe would do the same. This is roughly the answer to the fist research 

question on how Volvo’s third core value played out in Volvo’s business strategy. At first it 

was seen as a central part of workplace innovation to promote better working environment. 

Later it turned to the centre stage of company communication. It did not by itself have a sub-

stantial impact on the products offered to the market, however. This can be an effect of Volvo’s 

reputation regarding safety and quality. Volvo was already seen as a responsible brand, and 

with its origins in Sweden with otherwise high environmental standards, it is possible that 

Volvo did not need to provide products of top environmental performance. The ‘Swedishness’ 

of Volvo probably gave the company an image responsibility, to humans as well as the envi-

ronment. 

This study also shows that Volvo had a hard time reconciling proper care for the envi-

ronment – leading environmental performance or innovation – with the path upon which 

Volvo had begun in the 1970s. The demand from the American market was visible already from 

the introduction of the PV 444/544 models, and it was enforced during the studied period. The 

greater purchasing power of the American consumers, the high wages and technical knowledge 

of Swedish workers along with the small domestic Swedish market, pushed Volvo to develop 

cars which could be higher priced by focusing on durability, size and safety. Moreover, the 

1990s brought a formative period were old production programs were changed. Volvo did not 

however depart from the path of selling quality cars that granted higher margins per sold car. 

Volvo Cars’ product development shows a clear case of path dependency. Bigger cars, bigger 

engines with high fuel consumption has been the Volvo way since the 1970s. Even the small 

343s had to become family class before they became successful. To adjust to the demand of the 
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American market has been a successful strategy for Volvo. Although Volvo’s cars were big and 

fuel demanding for the Swedish context, it was not in the American.  

4.2 Pioneering advantage and the construction of Swedish car prefer-

ences 

In light of the results, I would like to elaborate on the notion of pioneering advantage. Volvo’s 

entrance to the automobile market was not fast. Rather the entrance was late compared to 

American and British brands. The Swedish market was however not particularly sizeable be-

fore or during the Second World War. The expansion of the market for private cars began in 

the post-war years, a time in which Volvo started delivering the ‘people’s car’ – the PV 444 and 

later the PV 544. Borrowing from the framework of Carpenter and Nakamoto, this suggests 

that Volvo acquired a pioneering advantage of preference creation by virtue of the successful 

introduction of the PV 444/544 models. Volvo created cars that were durable and safe, and 

because of Volvo’s commercial success this created an advantage for Volvo concerning prefer-

ence creation. Volvo used this advantage to continue to develop cars in accordance with their 

core values to further strengthen the gained advantage. Besides safety; durability, second hand 

value, and later comfort were qualities that Volvo stressed to be of importance when purchas-

ing a car. Notable is that the brand of Volvo Cars and their products changed a lot during the 

late 1990, continuing the transformation in the 2000s. A Volvo car was no longer a ‘people’s 

car’, rather a premium, high-end product, aiming for a wealthier target group than focusing to 

sell cars to the masses.  

Volvo’s market share of sold cars could, despite the change in corporate branding and 

products offered to the market, stay rather intact. We could explain this by drawing on the 

framework of pioneering advantage. With the PV 444/544 models Volvo was part in creating 

the ideal conception of what characteristics a car should have. A Swedish car, it can be argued, 

was seen to be safe, among the safest in the world, and durable. How these qualities were sup-

posed to be interpreted, i.e. what ‘safety’ and ‘durability’ really meant was to a large extent 

formed by Volvo, I argue. Thus, this theory needs to be extended beyond solely focusing on 

characteristics and qualities of cars. To judge complex qualities such as durability and safety is 

not easily done by the average consumer. Crash tests, engineer scrutiny and long term quality 

tests need to be applied. Here the brand becomes important. When a company have acquired 

a pioneering advantage and somewhat barred other competitors, the company will have an 

interpretative prerogative towards interpreting which properties that are important and in 

what way they are important. The brand gains legitimacy with the pioneering advantage by 
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providing products resembling an ideal image of those products.272 In this sense, it can be said 

that preferences are inertial and that corporations, through brands, have the ability to form 

them. The inertia of preferences is much dependent on the rate of turnover of certain products, 

i.e. how often consumers buy new products of the same product group. The more durable a 

product is, the more ‘sticky’ or inertial preferences become. Cars are examples of a products 

with slow turnover. For companies producing products where the rate of turnover is much 

faster, say running shoes, preferences are less ‘sticky’ or inertial.  

If this is true, then Jones conclusions from studying the evolution of the beauty industry, 

that beauty firms do not create beauty ideals but adapts to them, does not seem to hold in the 

same way for the car industry. Successful brands, actually can create ideals for cars. A relevant 

aspect to this is that a car is less ‘created’ than the concept of ‘beauty’. The need of transporta-

tion, comfort and safety is satisfied materially while the conception of beauty is more socially 

constructed and satisfied on a cultural level. These theoretical remarks on the socio-cultural 

aspects of the greening of business is rather ignored in the literature. Previous research in eco-

nomic history have focused on economic growth, emissions and environmental policy while 

questions of how firms interpret the environment in relationship with their identity creation, 

branding and the creation of firm-legitimacy has been overlooked. Previous research have 

studied heavily regulated industries. Volvo and the car industry have however not had much 

regulations to adhere to. The Volvo case contributes with aspects of environmental questions 

that have not been studied before with regards to business with relatively low levels of envi-

ronmental regulation, and socio-cultural aspects of the environment and business. 

To answer the second research question on how Volvo influenced Swedish consumers 

towards choosing the most fuel demanding cars in Europe, I think the answer is a mix be-

tween what was discussed in this and the previous section. The path dependency of production 

was caused by high labor costs and strong demand from the American market. These pressures 

were to substantial degree exogenously given for Volvo. But Volvo managed to construct Swe-

dish preferences, much under the indirect influence of American demand. Volvo needed bigger 

cars to meet American demand, not just because of size alone but also because of the early 

imposed safety and environmental standards. Deformable zones and other safety equipment 

makes cars heavier and more fuel consuming, while catalytic converters also used more fuel. 

In America, the use of cars have not been seen as a problem, rather a necessity and requirement 

for freedom, but harmful emissions still needed to be limited. Fuel as such, however, does not 

harm in the same way. The American market never called for cars with lower fuel consumption, 

and that is why Volvo cars are fuel consuming. Because of Volvo’s grip over the Swedish mar-

ket, and Volvo’s advantage in forming preferences, the fuel consumption of Swedish cars have 
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been high. These result contributes to the field of research that Larsson, Lönnborg and Win-

roth called for, i.e. the connection between brand creation and entrepreneurial aspects such as 

product and technology development. 

4.3 Following or leading? 

The previous discussion suggests that Volvo have both been a follower and a leader. Volvo have 

followed environmental legislation and not shown the pro-activeness of environmental inno-

vation as Volvo did with safety innovations. When it comes to preference creation in Sweden, 

I argue that Volvo have played a decisive role, which means that they have lead the way for the 

evolution of the Swedish car fleet.  

Private motoring has been almost exempt from political control measures to steer con-

sumption and production away from polluting cars. Despite Volvo’s, seemingly, comparative 

advantage with the technology of the catalytic converter, Volvo did not push for its introduc-

tion. Reduction in fuel consumption did not really have any effect before strict legislation on 

EU-level took form. It seems rather clear that Sweden lagged behind the rest of Europe because 

of Volvo, and Volvo was not willing to reduce fuel consumption until there were uniform stand-

ards in the EU. The US was the largest single market for Volvo, but most of the sales have gone 

to Western Europe. Because of a multitude of standards and legislation, the European market 

cannot however be counted as a single market for Volvo. The relative smallness of Volvo makes 

it very costly to provide a very diverse supply of products.  

Then, to answer the last research question of why it took so long for the Swedish car 

fleet to reach an average of CO2-emission close to the European average, despite the good 

environmental reputation and performance of Sweden, we need to discuss the perception of 

environmental problems, legislation and the difference in product markets. As concluded ear-

lier, what was meant with ‘the environment’ shifted during the studied period. This is true both 

for Volvo and in public discourse. The concern for air pollution was not as serious as it was in 

the US and it was not until the early to mid-1980s that it became seen as a major issue. Pollu-

tion from particles are impossible to see, and they affect health standards after an extended 

time period. Unlike the discharges from the paper and pulp industry, particle emissions have 

no smell except from the faint smell of gasoline and they do not miscolour the landscape.  

The same is true of emissions of CO2 which is an even more abstract problem. It seems 

as though the freedom that private motoring created, the work opportunities, and income from 

export was heavily outweighing the environmental benefits of lower emissions. The law of cat-

alytic purification was a rather cheap way to reduce particle emissions at a time public aware-

ness and concern for the damaging effects of particles was heightened. High fuel consumption 

was never seen as an environmental problem in the Swedish debate besides very brief periods 

during the energy crises of the 1970s and early 1980s. Oil as fuel could however not at the time 
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be traded for other propellants in the private car sector. Instead of investing in alternative fuels 

Volvo invested in oil extraction, and Teknikens värld and Ratten fought against taxes that 

would impose more costs on private motoring. Not until the late 1990s, when agreements on a 

European level could be met, the first steps towards lower fuel consumption was taken, and 

did not have a significant effect until financial sanctions were imposed. The environmental 

problems of Swedish basic industries were visible already in the 1960s and legislation was im-

posed to target these problems.  

Another difference with the other industries is that cars are end-consumer products. The 

main environmental problems of the auto-industry are not caused under production but rather 

when the products (or the car services) are consumed. In other words, the environmental prob-

lems of cars stems from the demand side of the economy and not the supply side. The majority 

of problems from other industries are caused when the products are produced. Moreover, in-

dustries dependent on the geographical location of their input goods, such as the Swedish for-

est and paper and pulp industry, cannot simply move their production abroad to a country with 

a less strict environmental legislation. Volvo, however, could have moved operations abroad if 

regulation became too strict. The difference of the product markets, i.e. what different indus-

tries use as inputs in production and if their final products are meant for end-consumers, tend 

to be relevant to understand the implication of regulation in the greening process of firms. The 

anomaly in the context of international environmental performance is rather Swedish industry 

and households than the Swedish transport sector. Swedish industry and Swedish households 

perform exceptionally well. Swedish industry have had a unique set of possibilities in going 

green, while the Swedish car fleet is unique in the sense that Volvo is so heavily dominant. The 

car fleet has not performed well, but with respect to the perceived gravity of the environmental 

problems, performance is not disastrous either. 

Research based on the Varieties of Capitalism literature, like Mikler’s Greening of the 

Car Industry, tends to overlook the important role of firms affecting markets and markets af-

fecting firms, such as the American market in Volvo’s case, and the public discourse of envi-

ronmental problems. His study would suggests that Swedish firms should do better in terms 

of environmental performance due to the way the economy is arranged, i.e. as a coordinated 

market economy, which it does not. Also Kågeson can be criticized for overlooking the same 

dynamics as Mikler which causes Kågeson to overlook the dynamics that has lead Sweden to 

become ‘worst in its class’. Lindgren’s research on the rebound effect, however, seems to be 

consistent with the results of this thesis. Volvo’s development towards premium cars has con-

tributed to the increase in engine power of the Swedish car fleet. 
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4.4 Implications and limitations of the results and suggestions for future 

research 

The results of this thesis suggests that leading firms have an interpretive prerogative concern-

ing consumer preferences. This should mean that firms can actually steer consumption to-

wards green products and that they are not ‘slaves’ under general demand. In the words of an 

economist, firms can affect the demand function of the individual, i.e. affect individual prefer-

ences. With globalisation, meaning the closer relatedness of international markets, the power 

of the interpretive prerogative have however been reduced. Other explanations towards Volvo’s 

dominance in the Swedish car fleet is that Volvo actually have produced cars that are better in 

tune with Swedish ‘special preferences’ or that Volvo, on the whole, produce better cars. This 

explanation, I believe, is less accurate. However, regarding the greening of the car park in terms 

of reduced emissions, nothing has been as effective as legislation. Legislation on particle emis-

sions was slow to be implemented in Sweden compared to the US. Legislation of fuel consump-

tion was negotiated between the EU and ACEA and took long before it had the desired effect. 

It seems that further greening of the auto-industry needs unitary legislation, but it also seems 

like the auto-industry can, if they want, spearhead a green development. 

Finally, there are some limitations of this thesis that need to be highlighted. One central 

delimitation is the lack of a comparative perspective between Volvo and other relevant auto-

manufacturers and markets around the world. It would have been rewarding to contrast Volvo 

with General Motors and Ford in the US, Audi and Volkswagen in Germany, or Toyota in Japan 

to be able to see if the theory of pioneering advantage holds, along with the evolutionary prop-

erties of preferences that is suggested by this thesis. To get insight into how other car manu-

facturers have responded to challenges from rising, firm-internal and firm-external, awareness 

of the environment is rather necessary to asses Volvo’s performance and development regard-

ing concern for the environment. Further, no interviews with leading Volvo figures like Gyllen-

hammar or Gyll have been undertaken. It would have been illuminating to find out how the 

Volvo management, and especially Gyllenhammar, viewed upon the introduction of the cata-

lytic converter in Sweden before it became statute, and why they did not exercise their, seem-

ingly, comparative advantage of existing technology. 

4.4.1 Suggestions for future research 

 

Future research will be needed regarding the role of business in creating demands for environ-

mentally benign end-consumer products. A more thorough investigation of the whole industry 

of car manufacturers, or at least the top brands in different markets would be a reasonable way 

to deal with the auto-industry’s environmental strategies. This thesis is especially lacking a 
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comparative perspective. To get comprehensive understanding of the Swedish car fleet and 

market, studies of other brands such as for example Volkswagen, Ford, Audi, and Toyota would 

have been helpful. The second Swedish car brand, SAAB, is also an important part in under-

standing the Swedish car fleet. SAABs marketing campaigns and target groups have differed 

somewhat from Volvo, but the conditions under which they have operated have been similar. 

Although I know that Volvo have been slow to adapt, it would have been helpful to understand 

why other brands performed better. 
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