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On October 25th auto industry icon and President

of the European Automobile Manufacturers’

FEATURE

Association Carlos Ghosn headlined CEIBS’ 12th China

Automotive Industry Forum. Read on for excerpts from his speech.

Key trends & elements essential to building
a smart city

“The world today has more than 7 billion inhabitants.
About half of those people live in cities.

By 2050, the world’s population will grow to around 9
billion, with 98 percent of this growth expected to come from
the developing and emerging countries. The urban population
is expected to double, with rural population rates set to
stagnate and then decline.

In the developed world, populations are aging, placing
increased demands on healthcare systems, social welfare
programmes and the job market.

At the same time, emerging economies are experiencing
significant population growth and rapid urbanisation.

This is presenting significant challenges, particularly
in China, which has an urbanisation rate of 42 percent and
already has three cities that are among the top ten largest
globally. China has about 170 cities with populations
exceeding 1 million. And the proportion of the population that
lives in cities of more than 1 million continues to rise.

In 2011, three out of five people who lived in urban areas
resided in cities of fewer than 1 million inhabitants. By 2025,
it’s estimated only one out of two people in urban areas will
live in cities of this size.

In contrast, cities of more than 1 million inhabitants,
which accounted for about 40 percent of the world’s urban
population in 2011, are expected to account for 47 percent by
2025.

So it’s clear the future urban population will be

increasingly concentrated in the largest cities. In fact, among
the million-plus cities, the megacities of at least 10 million
inhabitants will experience the largest growth.

By 2025, when the number of megacities is expected to
reach 37, Asia will have gained another nine, Latin America
two, and Africa, Europe and Northern America one each.
This indicates a clear trend of accelerated urban growth and

concentration in Asia.

The challenge

One big challenge for developing countries is to reduce
their dependency on external energy sources, to improve their
energy mix in favour of renewables, and to face climate change
threats. This is necessary to achieve a sustainable development
of their economies, societies and the environment.

Total greenhouse gas emissions from transport have grown
since the 1990s with the increase in transport demand. Thanks
to the automobile industry’s investments in innovative, new
technologies, the impact of this increased demand has been
dramatically mitigated.

All forecasts show demand for passenger and freight
transport will continue to grow in line with economic growth.
Curbing mobility is not an option.

All modes of transport — air, rail, road, sea and inland
waterways — will need to increase their supply and efficiency
to cope with this growing demand... and to meet ambitious
environmental targets.

Average CO2 from new passenger cars has come down by

close to 20 percent in 13 years. Fuel consumption from today’s
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heavy-duty vehicles is down at least 60 percent since 1965.
Both of these improvements are due primarily to

improved engine technology. To continue making significant

CO2 reductions, we must address our efforts in an integrated

way, rather than focus on vehicle technology alone.

The solution

A recent report by the European Parliament defined a
“smart city” as one that tries to address public usage with
technology-based solutions, involving multiple stakeholders
within the municipality.

Of course, each city is unique. There is no one-size-fits-
all solution to dealing with the problems of congestion and
pollution. Nor is there one way to ensure these solutions don’t
affect a city’s prosperity.

Rather, a toolbox of solutions exists... some tried and
tested, and others just emerging. All of these solutions are
wrapped up in the term, “smart city”. The most appropriate
solutions for a particular city depend on its layout and size,
density, culture and history — as well as the financial resources
available.

Smarter mobility alone does not create a smart city. Rather,
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a range of policies need to be considered to work in concert

with one another.

We identified six general characteristics for a smart city:

+  First, there are “smart governance” policies that should be
well-coordinated within and across cities. They should be
developed based on strong public-private partnerships,
especially when it comes to mobility. Local and regional
governments need to be clear on their direction and
integrate different policies into one coherent plan that
covers urbanisation, infrastructure and mobility for
citizens and goods. Smart governance requires a close
working relationship between local communities and local
businesses.

+  Next, the “smart economy” must be developed to better
utilise e-business and e-commerce to increase productivity
and facilitate the advanced delivery of good and services.

+  “Smart mobility” requires high-tech, integrated transport
and logistics systems. With smart mobility, people can tap
into real-time information to make their commutes faster
and more efficient, save costs and reduce CO2 emissions.

+  The “smart environment” refers to the use of smart energy
systems. These include increased use of renewables,

high-tech energy grids, metering, pollution control and

The ACEA represents 15 of the major automobile
manufacturers based in Europe.

These manufacturers underpin a sector that directly and
indirectly accounts for nearly 13 million jobs in Europe,
creates a 95 billion-euro trade surplus for the European
Union, and brings in nearly 389 billion euros in tax revenue.
The auto industry is Europe’s largest private investor in
research, spending 32 billion euros a year on R&D... 25
percent of the total spent by all industries.
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monitoring, and green urban planning. It enables the

more efficient use and re-use of resources.

+  Of course, in a smart city it also helps to have “smart
people.” Information and communications technology
is only useful when citizens understand how to use it
properly. An important part of building a smart city is
training citizens to use this new technology.

+  Finally, “smart living” refers to encouraging technology-
supported lifestyles, behaviour and consumption.
Intelligent transport systems and services are the backbone

of smart mobility. These systems and services integrate

information and communication technologies with transport
infrastructure to improve performance, safety, mobility and
environmental sustainability.

The ability of today’s transportation systems to respond
to the needs of people and goods is hampered by a continuous
increase in demand. To achieve smart mobility, it is critical
to leverage networks and new traffic management tools to

optimise the use of transport infrastructures.

The auto industry’s recommendations

Several solutions must be adopted to keep people on the
move. Smart vehicles alone will not systematically improve
transportation systems when there are also more people
on the move. Smart communications technologies need
to be deployed on a large scale, both in the vehicle and the
surrounding transportation infrastructure.

Governments need to invest in intelligent transportation
systems to achieve the potential benefits of autonomous or
enhanced-drive vehicles. Those benefits include increased
safety, higher road capacities, more efficient parking, improved
fuel efficiency and reduced pollution.

To help mitigate climate change, vehicles must continue to
get cleaner. Government and industry need to actively promote
and incentivise zero-emission vehicles to encourage consumers
to buy these new, cleaner technologies.

The auto industry has invested heavily to reduce emissions
from its traditional internal combustion engines. It has also
rolled out new, efficient vehicles with alternative powertrains
that, in some cases, produce no emissions at all. It has applied

these technologies to both personal and commercial transport.

FEATURE

Auto manufacturers must develop vehicles that appeal
to as many customers as possible while offering ways to
integrate them into new value chains. New vehicles must
also be well-suited to the urban environments in which
more and more people will live.

The industry is working to establish or foster more
diverse business models and services — such as car-sharing,
which meets the needs of people who prefer not to own
a car. The rise of car-sharing services has been spurred
by demographic changes, increased environmental
consciousness, and the global downturn of the past several
years. Information and communications technology makes
these arrangements more practical to coordinate and
use, which is why they have seen some success in Europe
over the last few years. Today, there are an estimated 2.5
million to 2.8 million car-sharing members in 46 networks
worldwide. Bike-sharing is growing even more rapidly — in
2005 there were only 74 bike-sharing systems in the world;
today there are 636.

Piecing all of the parts together to make a smart city
requires many people and institutions to work together... a
more integrated approach than has been used in the past:

+ Smart cities require government investments in
information and communications infrastructure;

«  The use of the current transport infrastructure should
be optimised, including the wider deployment of
infrastructure for zero-emission vehicles;

+  Customers will initially need to be incentivised to buy
more energy-efficient and zero-emission vehicles to ensure
their wider adoption;

+  Energy sources need to remain affordable as the trend to
more renewable sources continues;

+ Integration between transportation systems must be
improved;

+  And governments and industry need to promote more
environmentally friendly driving behaviour.

Knitting the pieces of this puzzle together is perhaps the
hardest part of creating the smart city. Through its investment
and innovation, the automobile industry is working to ensure
that in smart cities across the world, smart cars driven on
smart infrastructures will offer efficient, affordable mobility for

people well into the future.”
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Excerpts from the Q&A that followed his keynote speech during the 12th China Automotive Industry Forum.
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Q: When we look at China, the overall
growth has slowed down a bit but,
at the same time, car manufacturers
continue to add capacity. What does
that mean for the automotive industry
in China? Is the crisis coming to the
industry or will it be sorted out?
Ghosn: We are adding capacity because
we don’t believe that the slowdown in
China is going to be long-term, because
the fundamentals are still pointing to
a big development of the automotive
industry. In China there are 100 cars per
1,000 residents. In Europe there are 500,
and 700 in the United States. There is no
way in the world China will stay at 100
cars per 1,000 residents.

On top of this, it looks like the
Chinese government is willing to continue
to invest in infrastructure. This is the only
main big factor that explains why China is
growing at a much higher rate than India
or Brazil, where infrastructure is really
a problem. In China, the government
has always anticipated the investment in
infrastructure, and frankly I don’t think
this is going to stop. For this reason, we

are going to keep building capacity.

Q: Is China’s automotive industry
moving towards more consolidation?

Ghosn: Yes, in China there used to be 300
car manufacturers and now there are 100,
so we are moving towards consolidation.
On the other hand, some of the Chinese
makers now are becoming global. We’re
seeing Chinese car manufacturers taking
stakes outside China. For example, the
fact that Volvo is now owned by a Chinese
maker is a great sign of the globalisation
taking place. We don’t see only foreign
carmakers coming to China but also
Chinese makers trying to compete

globally.

Q: What are the main barriers you
have encountered in China? And
what are the advantages of the joint
ventures of Nissan and Renault with
Dongfeng?

Ghosn: The main barrier is keeping up
the investment fast enough in order to
support the contribution of the market.
That is common to all foreign carmakers,
which are going as fast as possible to
build more capacity and to introduce
new technology.

The advantage is that our partner,
Dongfeng, has a good and deep
knowledge of the Chinese market and
the Chinese potential. So, we are lucky
to have a good partner who helps us to
move fast with a deep understanding of

the Chinese market.

Q: What are car manufacturers doing
in view of all the new ideas and
smarter technology that is coming up?
Ghosn: The battle of technology is
already on, inside and outside China.
There are actually two battles: the show —
the Star Wars technology that never goes
to the market — and the technologies that
go to the mass market. We need to make
a distinction between these two. When
we talk about the environment, and if we
really want to move towards smart cities,
we need to focus on those particular
technologies that are going to be mass
marketed.

That’s why I think China is making
the right decisions by implanting a fast-
charging system for cars all over the
country. By doing so and by incentivising
car manufacturers to build what we call
the new energy car, China is going to
have mass-marketed electric cars which
are going to be competitive. That’s great

news for smart cities in China.

Q: It seems the future is moving
towards electric vehicles... In terms of
technology, is the game over?

Ghosn: No, you already have a lot
of technology competing. There are
downsized combustion engines, clean
diesel, natural gas combustion, hybrids,
plug-in hybrids, electric cars... and all
these technologies will keep competing
in the future. And some of them will
prosper, depending on the legislation.
That’s why in Europe 60% of the cars
are diesel while in the US or Japan less
than 1% of the cars are diesel. The
main difference between them is the
local legislation. When you incentivise a
specific technology you shift the market.
And since car manufacturers are global,
we cannot bet everything on a single
technology. We need to develop diverse
technologies and we need to be able to
launch them based on the legislative
framework and the local specificity of the

market.

Q: What about the dream of driverless
technology?

Ghosn: First, we should distinguish
between autonomous cars and driverless
cars. In the autonomous car, the driver
is in the car. In the driverless car there is
no driver in the car. The autonomous car
gives you power: if you want to drive, you
drive, and if you want to do something
else you can do it and still be safe. That’s
the autonomous car and we really believe
in this technology.

Autonomous cars are coming very
fast and we are going to see very advanced
autonomous technology in 2016, 2017,
up to 2020. Not all car manufacturers are
going to have autonomous cars but a lot
of carmakers are already fighting to have

them.
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