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Amid the global Al race, leading tech companies are refashioning their Al tools as key infrastructure across
industries like healthcare, defense, education, and “lean” governance. To do so, they are massively investing
in data centers — the physical spaces that house digital infrastructures, including servers and chips, that
facilitate Al applications. As of 2025, installed data center capacity in the United States amounts to nearly
54 gigawatts — roughly equivalent to the amount of energy continuously generated by the Hoover Dam over
a quarter century — and 1.6 times the capacity of China, the US's closest competitor.’

The proliferation of Al infrastructure is a sign of both global economic competition and shifting national
priorities in the US, where the Trump administration has reduced environmental protections to accelerate
energy infrastructure and data center construction.? Ultimately, rapid data center growth is the foundation of
an industrial strategy that is betting on Al innovation and energy dominance as the keys to US technological
supremacy. Yet leveraging extractive Al infrastructure for geopolitical advantage sets up a tension that may
well prove unresolvable: achieving computing abundance requires exhausting the planetary bounds of our
ecological resources, energy, and labor, all of which are required to support this industrial development.?

Data centers require staggering amounts of energy — with some forecasts predicting data centers
constituting 12 percent of energy demand by 2028.* Though the global energy needs to support the sector
have grown 12 percent in the past five years, they're expected to double by 2030, becoming a leading share
of regional power demand.® Locally-sourced water is often required to cool the heat produced by this
infrastructure, including in regions that are already water-stressed.® To that end, total water consumption by
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Meta, Apple, Microsoft, and Google has already jumped by 60 percent since 2020.” Data centers have been
proposed as engines of local economic development, sited in cities, towns, and regions across the globe
that are often particularly vulnerable to private speculation, have histories of economic disinvestment or
labor disputes, or otherwise limited local power.® As a result, data center siting is an increasingly political
decision, carrying economic and health-related consequences for communities that live close to data
centers and related energy infrastructures.

The material implications of Al's expansion for the climate, local economies, and global patterns of
extraction are often pushed aside in favor of the alleged inevitability of Al's advantages, especially given
deep investments from states, national governments, tech firms, and utility companies.® With so much on
the line, this policy brief aims to cut through lobbying points and speculative myths, looking instead to what
the evidence reveals about the industry’s claims.

THE MYTH SAYS: THE EVIDENCE SHOWS:

#1: Economic benefits from data centers are largely
=% short-term and often fail to deliver the promised
community revitalization.

#1: Data centers are a key revitalization tool for
dwindling local economies.

#2: While alternative energy like hydropower, wind,
=% and nuclear have been proposed, data centers
currently rely on polluting fossil fuels.

#2: Data centers provide opportunities for
alternative energy development.

#3: Al data centers still rely on global supply chains
for raw materials and chips. A focus on national

~-»  security or energy dominance is leading to hasty,
deregulated construction that leaves the US
increasingly vulnerable.

#3: Building data centers quickly is a matter of
national security.

#4: It is not yet known which uses of Al are actually
driving energy consumption. In the meantime,

--»  speculative overbuilding of data centers could inflict
lasting harms on surrounding regions and
municipalities.

#4: Massive data centers are necessary for our
future.
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Myth #1: Data centers are a key revitalization tool for dwindling local economies.

What the evidence tells us: To secure advantageous siting for data centers with connections to key energy
and natural resources, tech companies, data center developers, and investors frequently promise local
officials that data centers bring thousands of jobs and new tax revenue. Though these claims would benefit
from public scrutiny and adjudication, projects are often brought forward and approved without the input or
knowledge of the public, who may not know that a company is building a data center in their town.™

Even with public attention, studies have shown such promises to be short-term at best, and misleading at
worst. Data centers are not factories with continual staff needs. While they may employ a large number of
people in the construction phase, once constructed, the warehouses typically engage fewer than 100
workers."" Moreover, many of the jobs attached to data centers are highly specialized, so it is likely these
positions will be filled by workers brought in from other geographic areas, as opposed to locals. Some
positions will be short-term, subcontracted roles without employee benefits.'

Still, many municipalities continue to offer developers deals to bring in data centers and their proposed
economic benefits, largely through tax subsidies and incentives. On the whole, state and local governments
actually lose valuable tax revenue to these subsidies — and for at least ten states, the loss totals over
$100 million.™ As a result, essential funding that would otherwise fund local schools or transportation is
instead going into the pockets of tech companies and developers.

Meanwhile, because of increased demand on the grid, ratepayers often bear the brunt of data center
expansion through increased utility bills." Residents are also often stuck with paying for other related data
center infrastructure, including transmission lines needed to deliver energy to and from the site. This means
that people who reside in one state might be paying for data centers in a neighboring state, as is the case
with West Virginia ratepayers, who pay $440 million for Virginia-based data centers.™

The bottom line: The place-based benefits of data centers are often limited. Though the construction phase
can provide a short-term benefit for some workers, the economic benefits may not be concentrated enough
to make long-term differences within localities. Moreover, tax breaks for data center operators can funnel
money away from public services while residents end up paying more for their electricity. In the end,
participation in the innovation economy can often prove extractive for residents.
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Myth #2: Data centers provide opportunities for alternative energy development.

What the evidence tells us: Data center proponents argue that the increased energy demands associated
with Al data centers will lead to more pressure and public support for renewable energy development.'™
Right now, data centers draw 15 percent of their energy globally from nuclear sources, compared to 26
percent from fracked gas, and 56 percent from fossil fuels.'” Within the US, energy demand is expected to
rise dramatically, in part due to the expansion of Al and data center construction, increasing the risk of
power outages by 100 times by 2030.™

This may have been an opportunity for deeper investment in alternative energy infrastructures, but the US
federal government is poised to make the problem worse by limiting tax credits that support wind and solar
energy development.” Though the Trump administration has declared an “energy emergency” to justify
investment in energy for data centers, it has been met with a confounding mix of regulations that keep aging
coal-fired power plants online stalling a more sustainable (and necessary) transition.2” Where there have
already been significant draws on the energy grid, fracked gas and other fossil fuel-related energy sources
are being used as a stopgap, binding data center development to polluting forms of energy as an
intermediate measure.”

For example, diesel backup generators or methane turbines are sometimes used to provide a reliable source
of power when the grid is otherwise strained, as in the case of Memphis'’s xAl supercomputer and its
associated air quality issues.? Another is the TECFusions Keystone Connect site in Upper Burrell, PA, which
uses pre-existing fracking infrastructure as a key element of its energy portfolio, relying on highly polluting
industries for more energy-efficient siting.®

Further development of nuclear power is a priority, though today it still contributes a relatively small
percentage of data center energy. Though plants like Pennsylvania's Three Mile Island are currently
restarting to meet the moment, alongside small modular reactors in other states around the country, most
are met with significant public outcry, especially from Indigenous groups who have historically borne the
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brunt of the dangers of nuclear testing.?* Nonetheless, Google, Meta, and Amazon have vowed to triple
global nuclear capacity to support the data center industry.? Given the lax regulatory environment in the
United States, these fast-tracked projects are unlikely to uphold standard protections for the communities
surrounding these reactors.?

Lastly, tech and energy companies alike are sidelining climate concerns through a form of “predatory delay,’
which premises climate solutions on unclear Al breakthroughs to come, rather than on a concerted
present-day effort to transition away from fossil fuels.?” This means that even if a company were running a
data center on renewable energy, an “eco-friendly” Al model may be used in applications that directly
accelerate the climate crisis, such as Al services used by the oil and gas industry to intensify exploration
and drilling.”® When companies release reports about their emissions and other sustainability-related
practices, the emissions resulting from the increased production of fossil fuels through Al are not typically
taken into account.”

The bottom line: Al is accelerating new oil and gas exploration. While renewable energy sources like wind
and solar, and clean energy sources like nuclear power, may help data centers transition away from their
reliance on fossil fuels, political and practical factors are slowing the transition. In the absence of reliable
renewable energy sources, the surge in energy demand from data centers is leading to the use of polluting
fossil fuels, which can have devastating impacts on communities and environments.
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Myth #3: Building data centers quickly is a matter of national security.

What the evidence tells us: In recent years, US presidents have pushed the country to invest in Al-related
infrastructure and accelerate the use of oil, gas, and coal to win the Al race, positioning China as a threat.*
This national security imperative has also led policymakers to relax permitting requirements for data center
projects, so that new construction can bypass assessments of local environmental impacts.®' But
multiplying the concentration of data centers on US soil and rolling back subsidies for renewable energy
does not ensure American security. Whatever one’s views on America’s “national security” — a deliberately
ambiguous phrase® — a rush to build “American Al” and domestic data centers relies on raw materials and
hardware that are the product of complex global supply chains and interdependencies. Policymakers invoke
the specter of the Al arms race to justify quickly bringing new data centers online, introducing new forms of
risk through deregulatory measures that fail, in any event, to address the complex bottlenecks inherent to
chips and critical minerals.

Earlier this year, the Trump administration invoked the Defense Production Act to accelerate critical mineral
mining in the US.** Meanwhile, the passage of the recent “Big Beautiful Bill” makes it harder for American
companies to compete on the global critical minerals market by removing the tax credits they need to make
this mining cost-effective.®* At this time, securing data center components still relies on relationships and
trade with other parts of the world, as the US has neither the expertise to manufacture these materials nor
the access to critical minerals needed for chip production. The geopolitical complexities of the chip supply
chain alone can lead to chip delays and shortages, despite growing demand.

While there have been bipartisan efforts to bring manufacturing back to the US, the global supply chain of
raw materials remains a significant factor; moreover, building domestic chip manufacturing plants will take
years to pay off.* For example, Intel's much-hyped fabrication plant in Ohio was once slated for 2026 and is
now delayed until 2030.% The US is unlikely to avoid global supply chain entanglements through domestic
manufacturing any time soon.

In contrast, pushing through projects without proper safety measures may introduce new forms of risk,
harming communities, and Indigenous communities in particular, through land grabs and expedited
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environmental impact reviews for mining operations, damaging fragile deep sea ecologies through new,
untested methods of critical mineral mining, and destroying the habitats of endangered species.*

The bottom line: The Trump administration is using executive orders and legislation to accelerate Al
deployment and reduce regulatory oversight in the name of national security. Yet even as these policies
seek to bolster Made in America tech dominance, policymakers are fast-tracking an Al production system
that necessarily involves broader geopolitical and supply chain dynamics — undercutting the stated national
security rationale and creating new vulnerabilities in the process.

% Dustin Mulvaney, “The Sagebrush Rebel Revival,’ Bulletin of the Atomic Scientists, July 16, 2025,
https://thebulletin.org/2025/07/the-sagebrush-rebel-revival/.

Questions? Reach out to policy@datasociety.net. 7


https://thebulletin.org/2025/07/the-sagebrush-rebel-revival/
mailto:policy@datasociety.net

Myths of Al: Data Centers Aren't the Future of American Prosperity

Myth #4: Massive data centers are necessary for our future.

What the evidence tells us: Given the investments in Al data centers by companies and governments alike,
it can feel like massive data centers are inevitable and necessary. A study from Goldman Sachs predicts
that Al will drive a 165 percent increase in data center energy demand by 2030.% But until we know which Al
use cases are actually driving energy consumption and whether such use cases are viable in the long term,
it is difficult to know if such energy forecasts are accurate.* A study by London Economics International
finds that data center energy forecasts are biased and inaccurate, indicating that data centers are likely
requesting more energy service for new facilities than they will actually build.*' It is possible that companies
are overbuilding Al infrastructures based on their speculative value, and gains in renewable energy sources
and energy efficiency (e.g. DeepSeek) could mean that data centers are not needed at such a scale. Indeed,
some companies are already pausing or canceling data center contracts.*

Given these developments, what is driving the frenzy of data center construction? Building more data
centers may exacerbate demand, becoming a self-fulfilling prophecy, as tech companies derive political
power from their control over Al-related energy infrastructures.® Tech oligarchs, including venture
capitalists, are investing in speculative energy projects.* While enchantment with Al propelled the tech
industry forward at a time when the cryptocurrency and metaverse bubble was bursting, the long-term utility
of generative Al suffers from similar uncertainty.** OpenAl, for example, is losing billions of dollars a year.*®

It is the communities around data centers that are likely to pay the price. While utility companies build
infrastructure according to potentially dubious projections, if data center energy demands do not continue
to grow as expected, ratepayers may be stuck with the bill. In Louisiana, residents will pay higher energy
bills if Meta does not pay for the full construction and maintenance of the gas plants they are building; the
company is contracted to subsidize only 15 years of the 30-year project.”

The bottom line: While governments, tech companies, and utilities focus on data center expansion, it is
unclear if the current pace of construction is sustainable, in terms of the materials needed for data centers,
the actual energy demand associated with Al use cases, and the financial viability of Al companies. We
should ask who is benefiting from unbridled data center growth, and who is most at risk when these
speculative ventures fail.
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