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Report: Al data centers could drive up
consumer electricity prices 70% by 2029

Average household could pay $1,200
more each year and be at risk of
widespread brownouts and blackouts

WASHINGTON, DC, UNITED STATES, November 20, 2024 /EINPresswire.com/ -- American

consumers and small businesses could face up to 70%
“ higher electricity bills in the next five years due to rapidly-
growing energy demand from Al data centers, according to
a new report by scholars at the Jack Kemp Foundation, a
nonpartisan think tank in Washington, DC.

As data center expansion
accelerates, consumers and
small businesses are likely
to bear the brunt of the
consequences through
higher electricity costs and
brownouts and blackouts
across the country.”

lke Brannon, senior fellow,

Jack Kemp Foundation

“As data center expansion accelerates, consumers and
small businesses are likely to bear the brunt of the
consequences through higher electricity costs and
brownouts and blackouts across the country,” said ke
Brannon, co-author of the study and a senior fellow at the
Jack Kemp Foundation. “The average American household
could pay over a thousand dollars more each year for

electricity by the end of the decade if we don't take urgent steps to resolve these energy
shortages.”

The rise of Al technology is spurring unprecedented growth in data centers, which are essential
for processing and storing massive amounts of information, according to the report. However,
these data centers are extremely energy-intensive, placing an enormous strain on the nation’s
electricity grid. A ChatGPT Al query requires about 10 times the amount of power as compared
to a standard Google search; other Al resources can be even more energy intensive.

The report, “The Impact of Data Centers on Energy Demand and Market Prices,” was published
by the Social Science Research Network.

“Small businesses, already grappling with inflationary pressures, may be forced to scale back
operations, reduce staffing, or even shutter entirely,” Brannon said.

The research examines potential electricity shortages in Northern Virginia—a case study in the


http://www.einpresswire.com
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5017484
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of data centers. As other regions race

to build new data centers, these Data centers’ share of total power consumption, 2030
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Jersey, and Texas could cede as much Oregon.
as 20% of their electricity to data
centers by 2030.

“Policymakers must take immediate steps to shield consumers and small businesses from the
negative impacts of rapidly-rising energy demand,” Brannon said.

To accommodate the need for much more electric power while protecting consumers, the report
puts forth several policy recommendations:

Easing Permitting for Electricity Generation and Transmission: States and localities should
streamline permitting processes to allow for faster construction of new electricity generation and
transmission infrastructure.

Holding Al Data Centers Accountable for Higher Costs: Rather than shifting the financial burden
on households and small businesses, Al data centers should be required to bear the additional
costs of the energy they consume. This could include charging data centers higher fees to reflect
their disproportionate impact on electricity markets.

Encouraging Energy Efficiency: Data centers and other high-usage energy consumers that
implement significant energy-saving measures could qualify for a reduced tax rate incentivizing
sustainable practices.



Limiting Data Center Subsidies: State and local governments should reconsider the use of
subsidies to encourage the construction of data centers, especially in light of their limited job
creation and minimal local economic benefits. Thirty-two states have given subsidies to data
centers, including Virginia, which has granted $605 million in tax incentives to data centers since
2017. But research has shown these data centers create few real jobs and often cost taxpayers
more than these jobs pay in wages. Redirecting resources to more sustainable economic drivers
could benefit local communities while reducing strain on energy grids.

Addressing Transmission Costs: Data centers should contribute a larger share of the costs
associated with new transmission hookups. Given their disproportionate use of electricity, Al
companies should help offset the burden on consumers by funding improvements to the grid's
transmission capacity.
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