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AI Powered Digital Services for Sustainable and Smart Cities 

1. Short Description 

As urbanization accelerates globally, cities face increasingly complex challenges related to 
sustainability, efficiency, and liveability. AI-powered digital services may offer innovative 
solutions to address these pressing urban issues by leveraging advanced algorithms and data 
analytics to optimize resource management, enhance infrastructure, and improve citizen 
services. From smart energy systems and intelligent transportation networks to waste 
management and environmental monitoring, the potential applications of AI in urban settings are 
diverse and far-reaching. By capitalizing on this market opportunity, entrepreneurial teams can 
grasp the chance to not only drive business growth but also contribute to the creation of smarter, 
more sustainable cities for the future.   

2. The Problem 

The accelerating pace of urbanization on a global scale has ushered in a new era of complexity 
for cities in Europe and globally, as they grapple with a multitude of challenges ranging from 
environmental sustainability to operational efficiency. With populations swelling and resources 
becoming increasingly strained, traditional approaches to urban management are proving 
insufficient to address these issues. In response to this, the emergence of AI-powered digital 
services presents a beacon of hope, offering innovative solutions that have the potential to 
revolutionize the way cities operate and evolve. 

AI has the potential to harness advanced algorithms and data analytics to unlock insights, 
optimize processes, and drive informed decision-making. Through its application, cities can now 
tap into a vast reservoir of data generated by various urban systems and infrastructures, ranging 
from transportation networks and energy grids to waste management facilities and 
environmental sensors.  

One of the most promising areas is the one where sustainability becomes the lead. By leveraging 
AI-powered digital services, cities can optimize resource management practices, minimize 
waste, and reduce environmental footprint across various domains. Moreover, AI-powered digital 
services hold the potential to revolutionize citizen services and enhance the overall quality of life 
in urban environments. 

Major challenges for this issue may include, but are not limited to:  

• Data privacy and security 
• Digital divide 
• Regulatory frameworks 
• Interoperability 
• Public acceptance and/or trust  
• Infrastructure limitations 
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• Ethical issues 
• AI systems sustainability 

3. Sustainability and Sovereignty Impact Potential for Europe 

Developing and deploying innovative solutions through AI Powered Digital Services for 
Sustainable and Smart Cities is essential for Europe to:  

• To monitor and achieve sustainability; 
• To have a higher sovereignty impact in regards to data governance, privacy regulations 

and cybersecurity measures; 
• To create job opportunities and foster economic growth; 
• To become more adaptive and resilient; 
• To foster international collaborations and leadership. 

4. Deep tech and Digital Innovation Potential 

A broad range of Deep tech and Digital innovations will be considered to address the challenges 
mentioned above. These include, but are not restricted to: 

▪ Actionable Artificial intelligence; 
▪ Embedded AI; 
▪ Predictive and prescriptive analytics; 
▪ Advanced data analytics; 
▪ Predictive modeling;  
▪ Internet of Things (IoT) integration; 
▪ Autonomous system; 
▪ Natural Language Processing (NLP) technology integration; 
▪ Blockchain technology; 
▪ Edge computing; 
▪ Augmented Reality (AR) and Virtual Reality (VR); 
▪ Extended Reality (XR); 
▪ Robotic Process Automation (RPA); 
▪ Cybersecurity solutions. 

5. European Market Potential 

The European market for AI-powered digital services in sustainable and smart cities is expected 
to be substantial, with significant investments and initiatives underway across the region. 
Analysts project a large compound annual growth rate (CAGR) for the European AI market, 
indicating strong demand and expansion opportunities. 

The following are reported1:  

• In 2020, the EU had approximately 5,776 players in the AI industry. 

 
1 https://citcom.ai/news/citcom-ai-market-report-mapping-the-ai-trends-in-eu  

https://citcom.ai/news/citcom-ai-market-report-mapping-the-ai-trends-in-eu
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• Within the first quarter of 2023 alone, global private investment in AI was estimated to 
reach EUR 16.5 billion, up from EUR 8.9 billion in Q4 20222 

• Globally, the AI industry is projected to grow from $450 billion in 2022 to over $2.6 trillion 
by 2032. 

• European AI investment is expected to increase by 29.6% annually from 2021 to 2026, 
reaching over $70 billion in 2026. 

• The use of generative AI is estimated to create business value equivalent to EUR 

2.4-4.0 trillion per year3 

 

 
2 https://www.tortoisemedia.com/2023/06/28/the-global-artificial-intelligence-index/  
3 https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/the-economic-potential-of-generative-AI-
the-next-productivity-frontier#introduction  
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