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Executive Summary

This report discusses the approach of the Volvo Group to the changing automotive industry, its sustainability endeavours, electrification and technological development. Some of the trends that have introduced immense change to the automotive industry include electrification, autonomous driving and digitalization. Volvo has already proved itself as a sustainable transport leader and its sales of electrified cars have increased significantly and the company is already heading toward its goal of becoming a completely electrified manufacturer by the year 2040. The report takes a thorough examination of the external environment of Volvo by a PESTLE framework and analyses its internal strengths by a SWOT analysis along with Value Chain Analysis. Some of the forces that affected the strategic decisions made by Volvo identified by the external audit include regulatory pressures, economic challenges and evolving consumer preferences. The internal audit mentions that the company has some strengths, such as its brand reputation and EV innovation, but it also outlines such difficulties as high capital requirements and the use of heavy trucks. The report concludes with a strategic recommendation to Volvo that it should focus on the creation of the Mobility-as-a-Service (MaaS) and entering the new markets with cheaper EVs to guarantee the future development and dominance in the market.
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1. Introduction
Strategic management is the process of developing, executing and assessing cross-functional decisions which can help an organization to meet its goals. Also, it is crucial to navigate the business like Volvo within the dynamic market landscape since it ensures the long-term success and competitive edge (Le, 2022). In the modern automotive industry, where technological advancement and sustainability are on the frontline, strategic management can help companies like Volvo manage the ambivalence of electrification, autonomy, and sustainability.

This report aims to analyse Volvo’s current strategy and performance in the automotive sector, evaluating its internal and external environments. It will provide details about how Volvo is evolving in line with industry trends, such as electrification, software-defined cars, and sustainability initiatives. This report will propose strategic options to enhance its market position through an analysis of the strategic intent and the competitive environment of Volvo and its performance.

The report will start by giving an introduction on Volvo, the vision, mission and objectives. It will be succeeded by the in-depth analysis of strategy relying on such tools as PESTEL, SWOT and Value Chain Analysis. At the end of the report, strategic recommendations to improve the competitiveness of Volvo in the changing automotive market will be presented. It is aimed at giving practical recommendations to aid the goals of growth and sustainability of the company.
2. Overview / Background of the firm
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Figure 1 Volvo Group (Brand Logo)

Source: Finney, (2021)
Volvo Group is a multinational corporation based in Sweden, that deals in the manufacturing of truck, buses, construction, marine and industrial motors. Volvo is a Swedish-, based company, founded in 1927 with its headquarters in Gothenburg, Sweden and subsidiaries all over the world, although mostly located in Europe, North America and Asia (Volvo Group, 2024a). It is a market leader in the automotive industry and has particularly done a terrific job in producing commercial vehicles that are safe, fuel efficient and sustainable.

The Volvo product lines are diversified with a wide range of products like electric and hybrid trucks, autonomous vehicles, and connected transportation solutions. The company is also geared towards environmental sustainability whereby by 2040, the company would have an all-electric fleet. Its core focus is to make it prosperous through the development of sustainable transport solutions that is in tandem with its vision of coming up with safer, more efficient and green transport systems.

Volvo is a company that has made a name in the highly competitive automotive and commercial vehicle industry as a company that is innovative, sustainable, and customer focused. The current revolution that the company is undergoing, to become an industry leader in electric and autonomous cars, makes it poised to expand in the future.

3. Strategic Intent (vision, mission, objectives) 

The vision statement of Volvo is the overviewing of its strategic purpose as the global leader in sustainable transport solutions. The company aims at revolutionizing the automotive industry in order to become safer, innovative, and environmentally sustainable in its products. This vision indicates that Volvo is dedicated to electrification, autonomous driving, and ensuring its carbon footprint is smaller.

The mission of the company is to propel prosperity by innovative and sustainable transport solutions Volvo Group, 2024b). This illustrates the fact that Volvo is worried about making high performance products and on the other hand, it is worried about the environment and social responsibility.

Primary objectives of Volvo are to become an electric and autonomous car leader, and the company already has a clear plan of having a fully electrified product line in 2040. Other issues of concern to the company include the capability of enhancing customer satisfaction through the provision of related services, operational efficiency as well as the resilience of the supply chain. These are strategic goals, which will enable Volvo to remain on top of the market and meet the dynamic demands of customers and regulators. It is a trend in the industry that is moving towards technological development and sustainability.

4. The company’s current performance 
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Figure 2 Revenue of Volvo Group from 2008-2024

Source: Statista, (2024)

The current performance of Volvo is a pointer of its endeavour to adopt innovation, sustainability, and operational best practices. The company has been enjoying proper financial growth, as in 2023 it announced a 10% Y/O revenue growth, reaching SEK 455 billion (Volvo Group, 2023). The growth was largely determined by growth in Volvo electric vehicles (EVs) sales and autonomous driving technology investments. Moreover, Volvo has experienced a great success in the commercial car segment where there have been marked improvement in the sales of electric trucks and buses, which is in line with its sustainability objectives.

The sustainability activities of the company could be observed by the fact that the company is heading towards its goal of 2040 of becoming a fully electric manufacturer. Volvo has come a long way in its electrification strategy, with in 2023, the company recording 20% in electric vehicle sales (Jose, 2025). Other than that, its climate policy, including the non-emission of CO2 in its operations and supply chain, has turned Volvo into a leader in sustainable production of cars.

The supply chain resilience is also an indicator of Volvo operational performance. The firm could maintain the production levels despite world disruptions such as the shortage of semiconductors by diversifying its suppliers and investing in vertical integration. It was an initiative that helped Volvo to be ahead of everyone and deliver customers on time.

However, challenges remain. The move toward EVs across the globe is an opportunity, but the rate of innovation and the necessity to invest heavily on battery issues and infrastructure could be a threat to the further development of Volvo. Moreover, the growing competition of the traditional automakers and the entry of new players into the electric vehicle market, like Tesla and Rivian, means that Volvo has to constantly innovate and change its approaches.

5. Strategy Analysis

5.1 External Environment (PESTLE Analysis)
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Figure 3 PESTLE Analysis

Source: DiLeo, (2024)

· Political: Volvo comes under strict regulations. Products must be regularly developed to meet government laws like EU and U.S. emission limits. In the U.S., tariffs on imported vehicles have hurt Volvo's premium model profitability (Reuters, 2025). Volvo must also be electrified, carbon-neutral, etc. due to EU environmental laws (Mannes, 2025).

· Economic: Volvo's production and pricing practices have been affected by global economic situations like inflation, rising raw material prices, and semiconductor shortages. Due to the need to buy electric vehicles (EVs), Volvo has had to struggle and increase its revenues by 10% annually (Volvo Group, 2023).

· Social: Volvo targets safety, quality, and sustainability to meet client requests, such as eco-friendly car models. Volvo sold 46% of electrified cars in 2025, demonstrating its commitment to EVs (Volvo Cars, 2026).

· Technological: EVs, autonomous driving, and software-defined vehicles: Opportunities and challenges. Volvo substantially invests in AI, data analytics, vehicle optimisation, and production. Its partnerships with self-driving and connected vehicle technology businesses improve its market position (Reuters Staff, 2025).

· Environmental: Volvo aims to become carbon-neutral by 2040. It leads the world in sustainable transport with its electrification strategy and focus on reducing vehicle carbon emissions (Volvo Group, 2023).

· Legal: Volvo is involved in the issues of legal problems with the laws on safety and pollution. Not adhering to these laws especially in key markets such as the EU and U.S can lead to fines and damages to the brand.
5.2 Internal Environment

1. SWOT Analysis
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Figure 4 SWOT Analysis

Source: IBISWorld, (2024)

Strengths:
· Volvo possesses a competitive advantage because its brand has a strong reputation in terms of safety and sustainability.

· Volvo takes the concept of sustainability seriously, having sold a lot of EV (46% in 2025) (Sörensson and Ghannad, 2025).

· Safety Technology: The new safety options of the Volvo brand enhance its luxurious image in the market.

· Autonomous driving, and connected vehicles R&D investment expands product offerings.
Weaknesses:
· Heavy Trucks Dependence: Economic recession has the capability of influencing the incomes of the division.
· Expensive and inflexible: EV conversion requires significant capital investment.

· Volvo is vulnerable to trade tariffs, particularly in the U.S. and China.
· Volvo's market share in new economies is low due to high prices, preventing entry into price-sensitive markets.
Opportunities:
· EV Market Expansion: Volvo will have an opportunity to tap into the worldwide demand of electric vehicles (Cabigiosu, 2022).
· Collaborations with tech companies in autonomous driving and networking can offer a technological advantage.
· Mobility-as-a-Service (MaaS) is a growing trend that can generate new revenue streams.
· Sustainability Trends: Volvo leads green transport due to growing demand for sustainable products.
Threats:
· Volvo faces competition from Tesla, BMW, and other EV makers, which threatens its market share.
· Supply Chain Disruptions: Chip shortages and geopolitical pressures may impact Volvo's supply chain stability.
· Regulation Risks: Tightening emissions and vehicle safety standards may increase compliance expenses.
2. Value Chain Analysis
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Figure 5 Porter's Value Chain Analysis

Source: Jurevicius, (2023)
The Volvo value chain analysis outlines the notable activities that enable it to enjoy a competitive advantage in the automotive industry.

· Inbound Logistics: to ensure a good supply chain, Volvo has diversified its suppliers, invested in vertical integration and ensured sustainable source of materials. The plan is capable of alleviating certain risks like chip crunches and geopolitical unrests.

· Operation: The Volvo production system uses flexible vehicle undercarriages, which enables the company to easily manufacture various powertrains, such as internal combustion engines, hybrids, and electric vehicles (EVs) (Mehta, 2025). Also encompassed in enhancing operational efficiency is smart factories and automation.

· Outbound Logistics: The company boasts of good network of delivery and distribution of vehicles to the world in time. Its effective inventory management along with its strategic alliances with logistics companies also increase the resiliency of the supply chain.

· Marketing & Sales: Volvo is promoting their products in terms of sustainability and safety. The company markets its EVs and safety technologies via digital, influencer marketing, and store marketing.

· Service: Post-sale services like updating software, designing custom vehicle experience, and services to customers help in brand loyalty and increase customer satisfaction.

Overall, the Volvo value chain enables the firm to be innovative, efficient, and establish good customer relationships.

6. Strategy Formulation

The present initiative of Volvo is to become a leader in sustainable transport solutions, mainly by electrifying and innovating in autonomous driving. As the automotive sector moves toward electric vehicles (EVs) and connected mobility, Volvo is in a good position to leverage the consumer and business market through its electric vehicles. This business alternative will not be out of context with the global sustainability goals and consumer affinity of greener technologies where the corporation has already achieved 46% objectives of electrified vehicle sales by 2025 (Volvo Cars, 2026).

However, since the company still needs to keep growing and being a market leader, Volvo has the opportunity to make further improvements to its strategy by taking into account more strategic alternatives. First of all, Volvo should speed up its digital transformation process by expanding its in-car software and service platform, which includes software updates, vehicle personalization, and enhanced connectivity functionality. This solution will serve the increasing need to have a personalized and connected vehicle experiences, which will result in customer loyalty.

Also, Volvo will be able to be more attentive to the emerging markets (India and Southeast Asia) where the rising incomes of the middle-class and urbanization are creating the necessity of having affordable and sustainable cars. Launching entry-level EV models that are region-specific would help tap into a new consumer market, which is associated with the environmental friendliness of Volvo and its ability to adjust to the price-consciousness of the region.

Potential Strategy: Volvo can go a step further and leverage its sustainability goals and technological strengths to create a complete Mobility-as-a-Service (MaaS) system, encompassing electric vehicle offerings, shared mobility offerings, and emerging technologies such as autonomous driving. This would help Volvo become a comprehensive mobility provider, spread its revenue streams and capture the opportunities of the new MaaS market.

7. Conclusion & Recommendations
To sum it up, Volvo has made an immense impact in the automotive industry by being sustainable, innovative, and electrified. The company is oriented on electric cars (EVs) and autonomous driving that is in line with new consumer preferences and the objectives of global environmental protection. However, issues of increasing competition, supply chain risks, and regulatory pressures, still exist.

The successes of Volvo in making a leader in sustainable transport can be attributed to the strategic intent as illustrated by the reduction in the CO 2 emissions and the increase in the sales of the electrified cars. Nevertheless, it can offer new growth opportunities through further diversification of its activities towards emerging markets and improving its digital capabilities.

Recommendation: Volvo must focus on developing its Mobility-as-a-Service (MaaS) services, involving EVs, shared mobility, and autonomous vehicles as the part of an overall platform. Not only would it allow it to strengthen its position in the global market, but it would also be able to follow the recent trend of digital and shared mobility. By investing in the emerging markets, where the models of EV are affordable, Volvo will be able to reach another group of consumers and ensure its subsequent expansion in the coming years.
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