
What is a Data Center?

Data centers are the engines that keep the gears of the 
internet turning, including the work of artificial intelli-
gence (AI) models, by processing, storing, and distrib-
uting huge amounts of data. These large warehouses 
contain three components: computer servers, support 
infrastructure (storage, networking, power supply, 
cabling), and cooling systems. 

A “hyperscale” data center is an enormous facility 
engineered to support large-scale workloads, including 
AI and other big data computing like cryptomining.  
Hyperscale facilities can occupy the same amount of 
land as dozens of football fields.    

The South is experiencing rapid data center develop-
ment and expansion due to its affordable land, access 
to a strong and growing fiber network, generous  

tax incentives, relatively low-cost  
energy and water, and a general lack 
of oversight. 

The global race among tech compa-
nies to deploy increasingly powerful 
AI models has led to skyrocketing 
demand to build new, bigger data 
centers in the South. And companies 
are withholding information about 
how much energy or water proposed 
data centers will use.   

A growing number of Southern com-
munities are raising the alarm about 
how data centers are driving up elec-
tricity costs, impacting neighbor-
hoods and landscapes, polluting the 
air, and draining water and energy 
resources. 

Data centers are an integral part of our modern economy but consume vast amounts of energy, water, and land.  
SELC is working to ensure that data centers undergo a fair and transparent review and permitting process, rely on 
clean energy sources, pay their fair share for energy and water to protect consumers from rate hikes, and do the least 
amount of harm possible,including by limiting air pollution and water consumption and pollution.

Protecting Our Environment 
in the Digital Age     
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Environmental Impacts

Energy
Data centers need electricity to both power servers 
and operate their cooling systems. Hyperscale data 
centers can use 100 MW of power — which is roughly 
equivalent to the annual energy demand of 80,000 
homes.1 Many data centers source their energy from 
the local utility provider. However, a growing number 
of facilities are constructing their own power sources. 
While some are adding solar and battery storage, the 
largest in our region — like xAI’s Colossus facility in 
Memphis — are using polluting gas turbines.   

Water
The computer servers inside a data center need to be 
cooled to ensure they continue to function properly. 
Many data centers use an approach called evapora-
tive cooling which requires a significant amount of 
potable water. A 50 MW hyperscale data center can 
use more than 530 million gallons of water a year,2 
enough to fill 804 Olympic-size swimming pools.  
The data center’s total water footprint also includes 
the water need-
ed to generate 
power, an addi-
tional 5.1 billion 
gallons a year.3   
  
Data center cool-
ing systems may 
also generate 
significant quantities of wastewater that 
can strain local sewer infrastructure and 
cause downstream pollution. 

Air Pollution
Utilities are using projected data center 
power demand to justify building new 
fossil fuel power plants that emit harmful 
air pollutants, including  fine particulate 
matter (for which there is no safe exposure 
level), nitrogen oxides, and volatile organic 
compounds.  

Data centers that draw their primary power from the 
grid often also install dozens or even hundreds of 
large backup generators to ensure their servers are al-
ways running. These diesel- or methane gas-fired gen-
erators emit a host of harmful pollutants — especially 
during power outages when many operate at once.    

Other data centers are generating their own power 
using large methane gas-fired turbines, emitting 
harmful pollutants around the clock. Whether gen-
erating their own power or using backup generators, 
these facilities expose surrounding communities to 
pollutants that are associated with cardiovascular and 
respiratory illnesses, increased hospitalization risk, 
and even premature death.  

Land Use and Community Impacts
Data center campuses continue to grow larger with 
some proposed projects exceeding 2,000 acres.4 These 
large areas of pavement and built infrastructure push 
more pollution from stormwater runoff into local 
bodies of water, disrupting the local hydrology. In 

Hyperscale data centers can use  
100 MW of power, which is roughly 
equivalent to the annual energy  
demand of 80,000 homes. 

A 50 MW hyperscale 
data center can use more 
than 530 million gallons 
of water a year, enough 
to fill 804 Olympic-size 
swimming pools.
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the search for affordable land, data centers are of-
ten located near residential areas. If those decisions 
are not made carefully, the data center can change 
the landscape of neighborhoods, industrialize rural 
communities, and alter historic and scenic view-
sheds. Additionally, new transmission infrastructure 
to power these facilities can cut through communities 
and natural areas beyond the immediate vicinity of 
the data centers themselves. Finally, data centers can 
disrupt nearby residents because they generate noise 
pollution from the constant humming of fans used to 
cool the servers.  

Other Major Challenges

Overstated Energy Demand 
Utilities and regulators anticipate unprecedented in-
creases in energy demand from data centers. National 
electricity needs are projected to increase 600 percent 
by 2030 — the equivalent of 15 times the energy need-
ed to power New York City at its highest demand.5 But 
a report by the London Economics Institute,6 commis-
sioned by SELC, found that much of this demand is 
due to proposed data centers that may never be built. 
Overstating energy demand could lead to overbuilding 
fossil fuel infrastructure that isn’t needed. 

In the South, investor-owned electric utilities receive a 
generous return on their capital investments, so they 
have an incentive to build new power plants. Right 
now, utilities are rushing to build expensive new gas 

Existing and Proposed Data Centers in the South

SELC is tracking almost  
500 existing data centers and 
nearly 200 that are in some 
stage of development from  
proposed to under construction.

plants to serve projected data center demand. If data 
centers cancel their plans, utility customers could be 
stuck with the bill for those plants.

Data centers and AI are changing rapidly. Innovation 
in chip design, grid management tools, and new 
cooling systems can dramatically reduce their energy, 
water, and land use. We must not overbuild today with 
the expectation that generation needs will remain 
constant.

Lack of Transparency
States and localities often don’t have enough infor-
mation on the full costs and resource needs of data 
centers — and the public certainly does not. Contracts 
and tax incentive agreements between tech compa-
nies and localities are often negotiated behind closed 
doors and treated as confidential, with some compa-
nies relying on broad non-disclosure agreements to 
stop elected officials from publicly discussing details 
of proposed projects. There are no central sources of 
information on the number, location, size, or water 
and energy demands of data centers, so no one knows 
the cumulative impacts.  

States and localities should be allowed to pursue their 
own policies, including demanding more disclosure 
of energy and water consumption, transmission and 
distribution needs, the type of backup generation 
used, and air quality and noise impacts. Some locali-
ties like Henrico County, Virginia and Atlanta, Geor-
gia have passed their own ordinances to more fully 
evaluate the impacts of data centers on nearby com-
munities. Legislators in several Southern states have 
advanced bills to require better reporting on data  
center energy and water use, but — largely due to 
intense industry opposition and generous political 
spending — none have been enacted. 



Solutions 

The large tech companies driving data center develop-
ment are some of the richest, most powerful compa-
nies in the world, with the potential and promise to be 
a transformational driver for clean energy deployment 
and sustainability. There are solutions to reduce the 
environmental footprint of data centers and help 
communities navigate the benefits of the internet and 
AI without sacrificing community and environmental 
health and safety. Some examples include:  

•	 Improve transparency to prevent harm to com-
munities and resources: States and localities need 
better information about the impacts of individual 
data center proposals and the cumulative resource 
needs of data centers and cryptomines. States 
should limit the duration and scope of non- 
disclosure agreements  and require reporting on 
facility and cumulative water and energy use. Local 
elected officials should require local legislative 
approval for land to be used for data centers and 
cryptomines to allow for thorough public review 
and oversight. Project details like setbacks, storm-
water management, community and habitat im-
pacts, noise abatement, energy and water use, and 
sourcing, wastewater, and generator use must be 
carefully considered to avoid impacts on surround-
ing communities.

•	 Require data centers to pay their fair share:  
Data center customers should pay their fair share  
of the costs of public resources, including the cost 
of power plants, water, and transmission infra-
structure. Public, verifiable cost data is critical. 
Policies like standard contracts between electric 
utilities and data centers that include extended 
terms, collateral requirements, exit fees, and  
minimum usage requirements offer important  
consumer protections. This ensures the costs of  
energy infrastructure improvements and load 
growth are paid fairly by data center companies, 
not residential ratepayers. 

•	 Incentivize clean, efficient energy: States should re-
duce the impacts of data centers by providing incen-
tives to invest in new sources of clean energy gener-
ation, such as tying tax incentives to commitments 
to use carbon free energy. They should also require 
utilities to offer programs that allow data centers to 
power their operations with new clean energy re-
sources. These policies can successfully jumpstart 
investments in new, clean energy generation while 
keeping the burden of the cost for new energy capac-
ity on the private hyperscalers that are creating more 
demand. Grid management policies that limit data 
center electricity use from the grid during times of 
peak demand can improve reliability and limit the 
need for new generation. Finally, tech companies 
must use their political influence to press for policies 
that will help modernize the energy grid, overcome 
state barriers to clean energy deployment, and ensure 
that integrated monopoly utilities are not overbuild-
ing costly, damaging fossil fuel infrastructure. 

•	 Protect Local Decison-making: Local and state  
decision-makers are the best equipped to assess  
project impacts and address community needs and 
concerns. Policymakers must reject efforts to pre-
empt state and local decision-making that would 
override local concerns and crucial efforts to ensure 
that data center development rests on responsible 
water, energy, grid, and land use planning.

For more information, contact
Stephanie Ebbs
Communications Specialist
Southern Environmental Law Center
202-915-9795
sebbs@selc.org

REFERENCES
1 NESCOE, “Data Centers and the Power System.”
2 Lawrence Berkeley National Laboratory, “2024 United States Data 
Center Energy Usage Report.” p. 47
3 U.S. electric power sector continues water efficiency gains — U.S. 
Energy Information Administration (EIA)
4 Kelleher, “Massive PW Digital Gateway Data Center Plan Approved in 
Prince William County.”
5 Grid Strategies, November 2025 Load Growth Forecast Reports • Grid 
Strategies
6 “Uncertainty and Upward Bias Are Inherent in Data Center Electricity 
Demand Projections,” London Economics International LLC, 2025

LE
E

 H
E

D
G

E
P

E
T

H
/I

N
S

ID
E

 C
LI

M
A

T
E

 N
E

W
S

https://nescoe.com/resource-center/data-centers-primer/#_ftn4
https://escholarship.org/uc/item/32d6m0d1
https://escholarship.org/uc/item/32d6m0d1
https://www.eia.gov/todayinenergy/detail.php?id=56820
https://www.eia.gov/todayinenergy/detail.php?id=56820
https://northernvirginiamag.com/news/2023/12/14/massive-pw-digital-gateway-data-center-plan-approved-in-prince-william-county/
https://northernvirginiamag.com/news/2023/12/14/massive-pw-digital-gateway-data-center-plan-approved-in-prince-william-county/
https://gridstrategiesllc.com/project/load-growth-forecast/
https://gridstrategiesllc.com/project/load-growth-forecast/
https://www.selc.org/wp-content/uploads/2025/07/LEI-Data-Center-Final-Report-07072025-2.pdf
https://www.selc.org/wp-content/uploads/2025/07/LEI-Data-Center-Final-Report-07072025-2.pdf
https://www.selc.org/wp-content/uploads/2025/07/LEI-Data-Center-Final-Report-07072025-2.pdf

