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Executive Summary 

The surge in data center development presents local governments with a once-in-a-generation 
opportunity to modernize infrastructure, strengthen fiscal capacity, and shape the physical 
backbone of the AI economy. At the same time, the same projects are producing unusually intense 
backlash over water use, energy demand, noise, land use, tax incentives, and the question of 
whether communities receive a fair return for the burdens they bear. What used to be treated as 
industrial or office use has become a visible and politically charged form of infrastructure. 

That shift matters. Data Center Watch estimates that over the last two years, there have been 
upwards of $60 billion in data center projects blocked or delayed (Data Center Watch 2025). Those 
figures should be read as indicators of the scale of political friction rather than as a complete 
causal accounting of every delay. Even so, they capture something real: social license to operate 
data centers is low in many communities, and local governments are often the arena where that 
conflict becomes actionable. 

This report argues that local governments are the gatekeepers and mediators between data center 
developers and communities. They are not passive recipients of proposals. They can smartly 
navigate bringing community concerns to the table using tools already at their disposal. The most 
important insight is that local government leverage is not constant across the development 
process. It is highest during planning and design, before capital is committed and before 
developers lose flexibility. Once a project is deep into construction or operation, the government's 
role becomes more supervisory and less strategic. 

From that premise, the paper makes four central claims. First, zoning determines whether 
meaningful negotiation is possible. Jurisdictions that continue to treat data centers as by-right uses 
often give away their strongest opportunity to shape outcomes. Second, the planning phase is the 
best moment to require studies, disclosures, and commitments on water, energy, noise, land use 
compatibility, and public benefits. Third, Community Benefit Agreements and similar public benefit 
frameworks can be effective if they are negotiated early, made specific, and backed by monitoring 
and enforcement. Fourth, local governments should think in terms of a menu of benefits rather 
than one-off concessions: fiscal contributions, environmental protections, infrastructure 
upgrades, workforce commitments, and public transparency should be treated as part of a 
structured package rather than ad hoc bargaining chips. 

The practical implication is straightforward. The question is not whether data centers are inherently 
good or bad for communities. The better question is who has the power to shape the terms of 
development, who reaps the benefits, and who gets left carrying the costs. This report is intended 
to help local governments and communities increase their capacity and organizing potential by 
identifying two things: (1) the moments in development when governments have leverage to engage 
in meaningful conversation with data center developers, and (2) how to best use those moments of 
leverage to make meaningful requests that better serve the community. 
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1. The Data Center and Community Paradox 

1.1 Why Local Conflict Has Intensified 

Data centers depend on extraordinary power access, substantial cooling systems, backup 
generation, utility upgrades, and, in many places, large building footprints with limited long-term, 
local employment. These facts help explain why local governments across the country are in a 
difficult situation of navigating the balance between respecting their constituent’s fears, wanting to 
secure long-term economic growth, and negotiating fair terms of entry with data centers (National 
Association of Counties 2026; Morgan 2025). However, communities are starting to effectively 
speak out and demand moratoriums or bans on data centers. Data Center Watch estimates that, 
over roughly the last two years covered by its review, $18 billion worth of projects were blocked and 
another $46 billion delayed amid local opposition, while public officials opposing projects split 
across party lines at roughly 55 percent Republican and 45 percent Democratic (Data Center 
Watch 2025). 

The outspoken discourse from communities isn’t always rooted in anti-data center sentiments. The 
backlash is instead rooted in clusters of recurring concerns: the opacity of project negotiations, 
uncertainty around actual local job creation, long-term pressure on electricity prices, water use in 
drought-prone or constrained jurisdictions, noise from cooling and backup systems, and 
skepticism toward tax incentive packages. Data Center Watch’s survey of blocked and delayed 
projects suggests those concerns are bipartisan, appearing in red and blue jurisdictions alike, and 
that local elected officials are increasingly willing to oppose projects when they believe community 
burdens have not been accounted for (Data Center Watch 2025). 

The backlash also reflects a broader change in what data centers symbolize. They are no longer 
only back-end internet infrastructure; they are increasingly framed as AI factories. Once 
communities understand that they may be hosting infrastructure tied to a national race for AI 
dominance, but bearing highly localized effects in return, the politics become sharper. The 
Brookings Institution notes that the standard data center development model has too often relied 
on speedy dealmaking and opaque negotiations that yield short-term construction jobs and 
revenue but limited durable local upside (Goetzel, Muro, and Methkupally 2026). Local resistance 
should not be understood as irrational - it is often a plea to be heard, respected, and incorporated 
in decision-making. Many communities are open-minded to data centers and their potential 
benefits, but only under fair and equitable conditions where harms are sufficiently offset.  

1.2 The Social License to Operate is Low 

The current state of the social license for data centers to operate is at an all-time low, and 
community opposition is at an all-time high. What is the social license to operate? In policy terms, 
social license to operate refers to the acceptance of a project by a social ecosystem, such as a 
neighborhood, city, county, or even country. It is not a formal permit, but it behaves like one 
politically. A project without community acceptance may still be legally viable, yet it becomes 
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more vulnerable to hearings, litigation, staff pushback, election pressure, public relations crises, 
and long delays. Local opposition, therefore, acts as a real development risk, even where the law 
does not explicitly grant a community veto (Painter 2026; Data Center Watch 2025). 

For local governments, it is no longer enough to say that a proposal meets technical standards and 
therefore should proceed. In many places, residents are demanding more than code compliance. 
They want evidence that a project fits community priorities and that decision-makers have secured 
reciprocal benefits. Brookings’ report on community benefit agreements makes this point directly: 
communities need to know the costs of data centers, understand who pays, examine local benefits 
and risks, and have backup plans for the long-term evolution of AI infrastructure (Lee and West 
2026). 

This means that data centers cannot treat public consultation as ornamental. Regulatory 
intervention is not opposed to meaningful consultation and conversation. Done properly, it is how 
meaningful consultation becomes possible. Hearings, special exceptions, pre-application 
meetings, impact studies, operating disclosures, and negotiated conditions are the procedural 
architecture through which communities can ask informed questions and make credible requests. 

1.3 A Question on Power – Who Has It, Who Doesn’t, What Are The Impacts? 

At the center of this report is a political ecology question: who has the power, who reaps the 
benefits, and who is harmed? Hyperscale firms, defined as large-scale cloud or technology 
companies that operate AI data centers, usually enter a locality with capital, technical expertise, 
legal counsel, and the ability to compare multiple jurisdictions. Communities usually enter with 
concerns, lived experience, and far less technical information. Local governments sit in the middle. 
They do not control capital markets or cloud demand, but they often control the land use pathway, 
the timing of approvals, and the conditions under which a project gains legitimacy. 

That mediating role is why local governments matter so much. The National Association of 
Counties describes counties as entities charged with considering the zoning and land use requests 
that permit the siting and construction of data centers while ensuring that increased energy and 
water demands do not negatively impact the community (National Association of Counties 2026). 
Their authority varies by state, but even where formal power is limited, local governments can still 
shape the practical development environment through public hearings, studies, site-plan 
conditions, utility coordination, and long-term accountability mechanisms. However, it’s important 
to note that many local governments are constrained in power simply by limited workforce 
capacity. Workforce capacity issues in government are fundamentally a power problem because 
insufficient staffing, expertise, or administrative resources limit a state’s ability to design, 
implement, and enforce policy, thereby constraining its practical authority even when it has formal 
legal power. 

The absence of a stronger connection between data centers and communities causes harm for 
both. Communities experience externalities without clear benefits or transparency; developers 
encounter mistrust, delay, and growing reputational risk. One of the largest societal risks that can 



 

 

 Duke University | 7 

occur from this disconnect is the “race to the bottom” effect. Race to the bottom refers to how 
states and counties compete for economic resources, like investments or jobs, by lowering taxes, 
weakening regulations, or cutting public spending. In a system where large corporations hold 
power, and communities feel pressured to compete for some of this power, there is an inherent 
incentive to underbid one another to attract or retain data center resources. This can lead to 
collectively lower standards, reduced public benefits, and leave communities disproportionately 
underserved (Schram 1998). Collaboration can prevent these problems, but only if collaboration is 
backed by actual influence and not reduced to public relations language. The next sections explain 
where that influence exists and how governments can use it. 

2. Must-Know Tools for Local Governments 

2.1 What is Zoning? 

Zoning is a primary legal and regulatory mechanism local governments use to control how land and 
buildings are utilized within their jurisdictions. By dividing a county or municipality into specific 
districts—such as residential, commercial, or industrial—zoning ordinances dictate exactly what 
types of facilities are permitted in a given area and establish objective development standards, 
including building heights, lot sizes, and setbacks. Even in jurisdictions with minimal historical land 
use planning, establishing a clear zoning framework is critical because it replaces ad hoc, case-by-
case decision-making with predictable, enforceable rules that govern how new projects must 
integrate into the existing physical environment (Rolf 2023). 

2.2 By-Right Zoning vs Discretionary Zoning 

Historically, many jurisdictions treated data centers as a by-right industrial or office use. However, 
as these facilities have grown into massive, resource-intensive campuses, many communities are 
moving toward discretionary review to regain oversight.  

By-right development (also known as a permitted use) refers to projects that are allowed to 
proceed because they comply with all existing, objective standards of a specific zoning district 
(Morgan 2025). Applications are typically approved administratively through a staff-level review. If 
the project meets all ordinance requirements, the municipality lacks the legal authority to deny the 
permit. This path offers the most predictability, speed, and certainty as it does not require review 
by officials. Community involvement in by-right zoning projects is generally not likely, as projects 
are not subject to public hearings or review by the planning commission and governing board. 

Discretionary zoning (often categorized as Special Exception, Special Use Permit, or Conditional 
Use) means a project is not automatically permitted and must undergo a legislative review and 
community visibility (Stafford County n.d.). Applications must go through a public process involving 
staff review, recommendations from a planning commission, and final discretionary votes by 
elected officials, such as a board of supervisors or city council. This framework allows local 
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governments to impose site-specific conditions that would not be required under a by-right 
approval, such as mandating specific noise walls, water-saving technologies, or infrastructure 
payments.  This creates a level of transparency by requiring public hearings, giving residents a 
venue to voice concerns, and allowing officials to vet the project’s impact on the community. 

This distinction is not only procedural; it also determines whether a local government has 
influence. By-right treatment offers speed and certainty, while conditional use review subjects a 
project to hearings and conditions (Morgan 2025). For communities, that means a local 
government entity that leaves data centers by-right may be giving away the strongest opportunity it 
has to negotiate a fairer outcome. For developers, discretionary review can be more cumbersome, 
but it can also produce a clearer political settlement and reduce the risk of future conflict if 
handled mindfully. 

2.3 How to Legally Enforce Benefits  

Community Benefit Agreements (CBA), sometimes called a Public Benefit Agreement (PBA), are a 
formal, legally binding contract negotiated between a project developer and a local government or 
a coalition of community organizations. These agreements are designed to ensure that large-scale 
development projects, such as data centers, deliver tangible gains to the local community while 
mitigating negative localized impacts (Lee & West 2026). 

Brookings argues that a data-center CBA should include quantifiable information on job 
opportunities, tax revenue, workforce programs, health and well-being contributions, and other 
benefits, along with metric tracking and rigorous evaluation programs (Lee and West 2026). This 
recommendation aligns with broader research from the World Resources Institute, which finds that 
community benefits frameworks work best when they are tailored to the host community, 
operationally specific, and backed by accountability mechanisms rather than vague aspirational 
language (Riedl et al. 2025). 

For local governments, the practical lesson is that a CBA should be treated as part of the planning 
architecture, not an afterthought once approvals are nearly complete. If a jurisdiction waits until a 
project has already secured its critical approvals or sunk substantial capital, the bargaining 
environment changes dramatically. Early negotiation is therefore not just preferable; it is central to 
whether the agreement has teeth. 

2.4 Operational Transparency – A Governance Instrument 

Many community conflicts around data centers begin with the perception that basic information is 
unavailable or intentionally obscured. Requiring applicants to disclose resource demand, 
infrastructure dependencies, phasing assumptions, expected backup generation, noise mitigation 
strategies, and operating metrics can lower conflict and improve decision quality. The 
Pennsylvania pre-application proposal’s requirement for “will-serve” letters from water, sewer, 
electric, and fiber providers is a particularly useful example because it forces the applicant and 
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relevant utilities to make infrastructure assumptions explicit before the formal entitlement process 
proceeds (Pennsylvania Senate Republicans 2025). 

Operational transparency can continue after approval as well. Requiring that data center operators 
regularly report the water use, energy sources, clean-energy compliance, complaint handling, and 
local hiring at their data center facilities allows local governments to maintain an ongoing 
relationship with the developer and enables public accountability for promises made in the 
development stage. Only reporting Water Usage Effectiveness (WUE) and Power Usage 
Effectiveness (PUE) can be problematic because they reduce complex environmental and 
operational performance into single ratios, often obscuring contextual factors like local water 
scarcity, energy sources, and workload intensity. As a result, they can incentivize misleading 
optimizations, such as improving PUE while increasing total energy use or lowering WUE in water-
stressed regions, so they should be interpreted alongside absolute resource consumption, regional 
impacts, and lifecycle considerations. In an era of growing skepticism, secrecy has become a 
policy problem. 

3. Zoning Strategies for Local Governments to Consider Adopting 

Many local governments do not have the staff or resource capacity needed to observe and 
continuously influence data center development. In these cases, the best mechanism for local 
governments to focus on is zoning ordinances. As referenced in the planning phase, this is where 
the maximum influence exists (Jordan & Stroll 2025). As data centers have shifted to massive 
industrial campuses, traditional zoning categories like "Office-Park" or "Light-Industrial" have often 
proven inadequate to address the unique externalities of the much larger AI factories. To effectively 
review and suggest modifications to data center proposals, local governments can consider some 
of the following strategies:  

3.1 Transitioning from By-Right to Discretionary Zoning 

Under a discretionary framework, a data center is not automatically permitted. Instead, it is a 
"conditional use" that must go through a public review process before the Planning Commission 
and the Board of Supervisors (Morgan 2025). This shift allows local governments to request 
transparency, impose custom conditions, and maintain ongoing relationships with developers 
(Morgan 2025; Jordan and Stoll 2025). It is to slow down projects. It is a way to align project terms 
with community priorities before a political conflict emerges. 

Loudoun County, Virginia’s Phase 1 reforms are a prominent example. In March 2025, the county 
approved an amendment to its comprehensive planning process, designating data centers as a 
conditional use and a zoning ordinance amendment requiring special exception approval in key 
industrial districts (Loudoun County 2025a). That change was consequential because it required 
approvals from local officials before future projects could be developed, thus increasing the 
influence local government could exert on the design and operation of data centers going forward. 
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3.2 The Implementation of Data Center Overlay Districts 

A "Data Center Overlay District" is a specialized zoning tool that "overlays" the base of zoning to 
provide a targeted set of standards for data centers (Prince William Planning Office n.d.). Overlay 
districts can provide some control for local governments and communities by clustering impacts to 
approved areas, streamlining data center approvals for aligned proposals, and maximizing existing 
energy infrastructure. They can prevent data center sprawl by directing development away from 
agricultural or residential areas and into established industrial corridors, while still allowing a more 
predictable path to approval for projects that meet pre-determined design and sustainability 
standards (Prince William County 2021). 

Prince William County, Virginia’s overlay work is especially useful because it explicitly links 
attracting economic development with control over the localized impact of data centers. The 
county created and then revisited the Data Center Opportunity Zone Overlay District to promote 
development where existing infrastructure could adequately support it while limiting negative 
impacts on neighboring communities (Prince William County 2021).  

3.3 Tiered Zoning Based on Scale and Impact 

Some local governments are moving toward a tiered approach that distinguishes between small-
scale data centers and massive hyperscale campuses. This ensures that the level of review is 
proportional to the likely community impact. As seen in Table 1, DeKalb County Illinois’ data center 
zoning amendments, for example, distinguish between medium facilities, major facilities between 
100,000 and 499,999 square feet with a substation, and campuses totaling at least 500,000 square 
feet across one or more phases (DeKalb County 2025). This method ensures that a modest 
colocation facility does not automatically trigger the same level of scrutiny as a utility-intensive 
hyperscale campus that should undergo public review. 
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Table 1. Example of a Data Center Zoning Tier 

 

Source: DeKalb County. 2025. “Data Center Text Amendment.” Engage DeKalb. Accessed March 2026. 

3.4 Implementing a Moratorium 

A moratorium provides a strategic "breather" that allows local governments to align their policy 
guardrails with the rapid pace of hyperscale development rather than reacting to individual 
proposals. This period can be used to study localized impacts, review utility capacity, revise noise 
and setback rules, and build internal expertise. Aurora, Illinois, used a 180-day temporary 
moratorium while developing new ordinances and public hearings to gather additional feedback 
(City of Aurora 2026a; City of Aurora 2026b). 

Moratoriums are not available nor advisable everywhere. In Virginia, for example, Dillon’s Rule 
constrains local action and requires careful attention to the specific authority granted by state law 
(Painter 2026). But a temporary pause can be a disciplined planning move rather than an anti-
development gesture to use the time to produce a concrete policy package. 

4. Case Study: Loudoun County, Virginia – An Example of Zoning Mastery 
in "Data Center Alley" 

Loudoun County, Virginia, serves as the global epicenter for digital infrastructure and hosts the 
world's largest concentration of data centers in the world. Over the last two decades, the county 
has leveraged its zoning authority to transform its economy while simultaneously evolving its 
regulations to protect community character from the unique pressures of hyperscale development 
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(Loudon County FAQ n.d.). Let’s dive into how they used their zoning mastery to accomplish this 
achievement. 

4.1 The Economic Windfall: Zoning for Revenue 

Loudoun’s primary benefit from data center development is a massive expansion of its tax base. By 
designating specific areas as zoned for data center use and thereby lowering the barrier to entry for 
developers, the county saw its data center property portfolio grow to $41 billion in 2024. County 
materials and public presentations have repeatedly linked that revenue stream to lower residential 
tax burdens and a stronger fiscal position relative to neighboring jurisdictions (Loudoun County 
n.d.-c).  

For example, data centers in Loudoun County now generate approximately half of the county's 
property tax revenue, allowing the local government to lower the real property tax rate from $1.285 
to $0.805 per $100 of assessed value over the last 15 years (Scarboro & Miller 2026). The revenue 
growth has funded improvements for Loudoun County Public Schools and enabled a 67-cent 
reduction in the vehicle personal property tax for FY26 (Loudon County FAQ n.d.). Additionally, data 
centers are highly lucrative for the county. For every $1 in services provided to a data center, the 
county receives $26 in tax revenue (Loudon County FAQ n.d.). 

4.2 The Strategic Pivot: Eliminating "By-Right" Development 

For years, Loudoun treated data centers as a "by-right" office or industrial use, meaning they could 
be approved administratively if they met basic standards. However, as facilities grew into massive 
campuses that strained the power grid and generated noise complaints, the county executed a 
major regulatory shift (Janney 2025). This was more than a technical amendment. It represented a 
shift from an open-door posture with limited leverage to a discretionary regime in which the county 
could require public hearings, negotiate site-specific concessions, and subject future projects to 
closer political review. Loudoun’s Phase 2 planning process, launched later in 2025, then moved 
into the compatibility details addressing adverse impacts without burdening existing facilities or 
blocking sensible reinvestment (Loudoun County 2025c). 

So, how was this executed? In March 2025, the Board of Supervisors voted 7-2 to eliminate by-right 
development for data centers. Under the new Zoning Ordinance Amendment (ZOAM), all new data 
center proposals are reclassified as a Special Exception (SPEX) use (McGuireWoods 2025). This 
change provides the county with significant new levers of influence on development. Every project 
must now undergo a public hearing process and receive a discretionary vote from the Board of 
Supervisors rather than a simple staff-level check. The SPEX process allows officials to veto 
projects or demand site-specific concessions, such as reducing the total square footage of a 
project or requiring enhanced environmental screening. It also required developers to present their 
plans in a public forum, addressing resident concerns about noise and aesthetics before approval. 
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4.3 Navigating Dillon’s Rule via Grandfathering 

Because Virginia operates under Dillon’s Rule, which means local governments only possess 
powers granted by state constitutions, Loudoun cannot implement a total moratorium on data 
centers per the state of Virginia - it must consider every application on its individual merits (Painter 
2026). To balance this legal reality with the new stricter rules, the county adopted a Grandfathering 
Resolution. This rule exempts applications submitted before February 12, 2025, provided they are 
500+ feet from residential units and maintain their square footage within a 5% range (Schneider & 
Stolley 2025). 

Through this tiered and phased approach to zoning, Loudoun County has successfully transitioned 
from an "open door" policy with data centers to a discretionary regime. These strategic changes 
secure high tax revenues while collaborating with developers to operate as more sensitive 
community partners, creating data center policies that open locals up to data centers, thereby 
granting them social license to operate. 

4.4 The Broader Lesson 

Loudoun demonstrates that zoning is not a one-time policy choice; it is an evolving governance 
system.  A locality can use permissive zoning to build a tax base and then decide that the growth 
model requires stronger controls as externalities become more visible. The county’s experience 
also shows why local governments should not frame the choice as “growth versus regulation.” In 
Loudoun, regulation became the mechanism for sustaining public legitimacy around a growth 
model that had already become indispensable to county finances. 

5. Data Center Benefits Local Governments Should Consider  

As by-right entitlements are replaced by discretionary approvals, local governments have 
increasingly utilized Community Benefit Agreements (CBAs) to formalize developer commitments. 
The scope of these negotiations has expanded from simple tax revenue discussions to include 
critical infrastructure, public safety assets, ratepayers, and environmental protections. Local 
governments should lean into maximizing benefits for their community to fairly offset the resource-
intensive nature of AI data centers. Many data center developers are willing to provide benefits to 
the community in exchange for land, water, and energy resources (Lee and West 2026; Barton-
García 2026). 

5.1 Community Betterment Funds 

A community betterment fund is a financial vehicle for boosting local development. The funds are 
utilized as the city and/or county deems necessary and are created through negotiations between 
the local government and the data center project developer. Community betterment funds are 
flexible and can be applied to various high-priority local needs that may not be covered by standard 
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tax streams (Edinger 2026). Common applications include public infrastructure, green space, 
public services, social programs, and digital access. 

Cedar Rapids, Iowa offers one of the clearest current examples. The city approved an agreement 
with QTS under which the company will contribute up to $18 million over 20 years to a city-owned 
Community Betterment Fund following the first phase of construction (City of Cedar Rapids 2025). 
Separate city materials indicate that earlier work with Google secured a $36 million community 
betterment fund tied to the company’s data center investment in the city (City of Cedar Rapids 
n.d.). These cases are notable not merely because the sums are large, but because they treat 
community betterment as a standing financial obligation rather than an ad hoc donation. 

The structure of these funds can vary, but usually consists of direct annual payments or a 
percentage of the facility’s revenue. Some policy frameworks, such as the “Community-Integrated 
AI & Data Center Development Act,” suggest that these funds be financed by an annual 
contribution of at least .5% of the project’s gross revenue (Lee & West 2026).  

5.2 Social and Educational Contributions 

Local governments should also consider using negotiations to expand local social, educational, 
and workforce opportunities rather than limiting benefits to project revenue. Brookings argues that 
data-center CBAs should include quantifiable information about workforce training and broader 
well-being contributions, not just financial transfers (Lee and West 2026). Connect Humanity’s 
work with communities preparing for data center negotiations likewise stresses digital opportunity, 
skills pathways, and ecosystem building, particularly where regions want to move beyond hosting 
infrastructure and toward participating in the broader innovation economy (Barton-García 2026). 

This is especially important for local governments that are being asked to host the “digital engine” 
of the AI boom. If the long-term narrative around these projects is that they will help build the future 
economy, then host communities should be asking for educational pathways into that future 
economy: STEM support in local schools, partnerships with community colleges, apprenticeship 
pipelines, digital-skills training, and workforce-targeted broadband investments. Otherwise, the 
locality may supply land, power, and political legitimacy without broadening immediate and future 
local opportunities. 

5.3 Environmental and Community Protections  

Environmental and quality-of-life protections should not be treated separately from community 
benefits. In many jurisdictions, they are the most immediate benefit a local government can 
secure. That includes hard water caps, requirements for closed-loop cooling, air-emissions 
controls for backup generation, daylight restrictions on generator testing, dark-sky lighting rules, 
landscaping and buffers, waste-heat reuse planning, and clear complaint-response processes. 
These provisions directly affect whether neighbors experience the project as livable or extractive. 



 

 

 Duke University | 15 

Lancaster, Pennsylvania, provides a particularly strong model here. The city’s Community Benefits 
Agreement summary states that water use is capped at 20,000 gallons per day per campus, 
closed-loop cooling must minimize municipal water use with no added chemicals, wastewater 
must remain within permitted sewer capacity, operations cannot exceed existing ambient noise 
levels at nearby homes and parks, and annual public reporting to city council is required on clean-
energy usage and compliance (City of Lancaster 2025). The agreement also requires public 
communication infrastructure, local hiring planning, emergency-response provisions, and 
enforceable remedies for non-compliance. That package is important because it frames 
environmental performance, transparency, and enforcement as core terms of the development 
bargain. 

5.4 Be Aware of Tax Revenue Issues 

The primary motivation for attracting data centers has traditionally been their ability to generate 
substantial property tax revenue with minimal demand for local government services like schools 
or police. Loudoun County’s experience demonstrates the scale of what it can look like in a mature 
market. Yet local governments should still be wary of the race to the bottom effect. Brookings’ 
recent work cautions against equating deals made with guaranteed local prosperity. The short-
term model of speedy negotiation and tax-focused attraction can deliver some revenue, but the 
opportunity cost is missing the window of opportunity for building broader local capacity, stronger 
labor-market linkages, or a more resilient economic ecosystem (Goetzel, Muro, and Methkupally 
2026). When money is on the table, local governments should ask: are we getting tax revenue 
alone, or are we converting the project into long-term local value? 

A smart, resilient local strategy should investigate four different questions. First, what is the likely 
direct local revenue stream? Second, what state-level incentives or exemptions reduce the 
effective public return? Third, what additional negotiated benefits of offset burdens would not 
show up in the tax ledger alone? Fourth, what happens if the locality becomes dependent on a 
volatile revenue source? Loudoun’s use of a stabilization fund suggests that a locality that benefits 
enormously from data center revenues should plan for concentration risk (Loudoun County 2025b). 

6. Data Center Development Lifecycle 

The capacity for a local government to influence the trajectory of a data center project fluctuates 
according to the proposed project’s position within its five core lifecycle stages: planning, 
designing, building, operating, and assessing. Understanding these phases allows local 
government leaders and planners to identify the precise windows where intervention is most 
effective and where the developer's willingness and ability to adjust a project in response to 
community concerns is highest (Donovan n.d.; Cumulus 2025). 
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Phase 1: Planning  

The initial phase represents the highest point of influence as a local government. During this stage, 
developers define business requirements, assess resource demands for a project, evaluate energy 
and water capacities of an identified area, and conduct other site selection analyses (Cumulus 
2025). Critical decisions regarding the data center’s financial viability and projected return on 
investment (ROI) are made here, with a primary focus on the availability of power and fiber 
infrastructure. At this early stage, developers have not yet committed substantial capital to a 
specific parcel.  This moment gives local governments and communities the opportunity to set the 
"terms of entry" for new data center developments in their jurisdiction, utilizing methods such as 
pre-application consultations and land-use compatibility determinations (Becker et. al. 2025).  

For localities utilizing “discretionary” zoning, local governments can utilize the planning phase to 
require comprehensive impact studies on noise pollution, water use, power consumption, and 
local job benefits before land acquisition is finalized. Siting decisions made during this phase carry 
through the entire project and become exponentially more expensive to fix, so bringing these issues 
and concerns forward early can help avoid early-stage obsolescence or future community 
opposition (Global Data Center Hub, 2025).  

The next step is discussing trade-offs and benefits with the data center. A collaboration tool for a 
local government to bring a data center during planning is a Community Benefit Agreement (CBA). 
This can be a powerful tool when negotiated meaningfully and assertively with a data center 
developer. A draft should be negotiated prior to government project buy-in, and it’s essential to 
secure discussed commitments in writing before any final documents are signed by the county or 
any public support is offered. Additionally, requesting "operational transparency" in this phase 
requires the developer to publish recurring reports on sustainability metrics, however data centers 
face difficulty in data disclosure as they must be concerned with competitors and perceived 
impacts (Washtenaw County, 2025). 

Phase 2: Design  

Once a site is secured, the project enters the design and engineering phase, where architectural 
plans and infrastructure requirements for power, cooling, and network security are finalized 
(Donovan n.d.). Local government power during this stage shifts from land-use negotiation to 
technical and aesthetic input. 

In this phase, local governments can request technology recommendations based on what 
community concerns exist. An example could be energy-efficiency strategies, such as the use of 
renewable energy sources or water-efficiency strategies using advanced cooling technologies (e.g., 
closed-loop systems that recirculate cooling liquid), as a condition of site plan approval (Smith 
2026). Developers are increasingly receptive to these requests in the design phase because 
integrating sustainability measures early is significantly more cost-effective than detouring plans 
on an in-process facility. It would help developer buy-in if local governments can work to 
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distinguish well-informed, actionable community sentiments from bad-faith arguments or 
unsubstantiated rumors based on misinformation. 

Phase 3: Building 

The building phase transforms conceptual designs into physical, operational facilities (Donovan 
n.d.). While the developer's focus is on precision, speed, and maintaining construction schedules, 
the local government’s role shifts to regulatory and supervisory positioning. Local governments 
exercise influence through the issuance of permits for requirements such as building, electrical, 
and fire permits and through the enforcement of environmental concerns such as erosion and 
sediment control standards (SturxHub 2025). 

The building phase also presents an opportunity for enforcing social and labor commitments. If the 
local government has negotiated a Project Labor Agreement or local hiring mandate back in the 
planning phase as part of their CBA, they must try to monitor compliance during construction to 
ensure the community receives the promised workforce benefits (Moore-Bloom 2025). This stage is 
unique because it often involves massive upgrades to the broader utility grid, providing a window 
for the local governments to ensure that infrastructure "spillover" benefits (e.g., investments in 
local grid modernization) are realized for the surrounding community (Barton-Garcia 2026). 

Phase 4: Commissioning 

The commissioning phase is a critical validation stage where all systems, backup power, and IT 
infrastructure are energized and tested under live electrical conditions (Cumulus 2025). Although 
this is a largely technical phase, local government influence remains relevant primarily in the 
context of compliance. Government workers and officials, such as fire marshals and building 
inspectors, verify that fire suppression systems and high-voltage electrical arrays meet all local 
and federal safety codes before the facility is granted a Certificate of Occupancy (SturxHub 2025). 

Local governments can also use the commissioning phase as an opportunity for "performance 
benchmarking” for the commitments made in earlier phases. As an example, some jurisdictions 
like Stafford County, Virginia, require post-occupancy noise evaluations within 90 days of the 
facility going live to verify that actual decibel levels match the modeling provided during the 
application phase (Stafford County n.d.). This ensures that the developer's noise-mitigation 
strategies are effective in a real-world setting and helps the local government maintain a 
relationship with the developers.  

Phase 5: Operating & Assessing 

The final phase involves the live operation of the data center, where the facility begins to come 
online and start providing digital services. Local government influence in this stage moves primarily 
to accountability. This includes regular monitoring and enforcement of ongoing commitments 
made in the Community Benefit Agreement, sustainability reporting, emergency response 
coordination, tax compliance, and site maintenance. 
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This phase is where the data center is most publicly seen and felt by the community. If residents 
see that public reports are produced and that requested obligations are enforced, a facility can 
gradually develop legitimacy. If not, the operating phase becomes the period when organized 
opposition hardens, and future data center proposals can face a much steeper climb. The City of 
Lancaster’s community benefits framework is useful because it requires a public website with 
project updates, timelines, permits, a portal for questions or complaints, and annual public 
reporting on clean-energy compliance (City of Lancaster 2025). In other words, transparency is 
treated as an operational asset, not a one-time disclosure. 

Taken together, these five phases demonstrate that local government influence is not static but 
highly flexible as well as time-sensitive, shifting from agenda-setting and negotiation in the early 
stages to oversight, enforcement, and legitimacy-building in later ones. The planning and design 
phases offer the greatest leverage to shape outcomes and embed community priorities, while the 
building, commissioning, and operating phases require sustained administrative capacity to 
ensure that commitments are honored in practice. This lifecycle perspective underscores that 
effective governance of data center development depends not only on formal authority but on 
timing, coordination, and the ability to translate early-stage agreements into long-term 
accountability. 
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Table 2. Local Government Leverage throughout the Data Center Development Cycle 

 

Sources: Donovan, Patrick. n.d. Fundamentals of Managing the Data Center Life Cycle for Owners; Cumulus. 2025. “5 Key Stages 
of Data Center Development.” February 25, 2025. 

7. Strategic and Actional Recommendations for Local 
Governance 

As data centers continue to come to towns, local governments must be proactive rather than 
reactive to data center development pressures and opportunities. Below are steps local 
governments should take immediately to prepare themselves for an equitable conversation with 
data center developers. 

7.1 Transition Zoning to Discretionary Review 

Transition zoning to discretionary review wherever legally feasible so that data centers are not 
treated as a routine by-right use. If that is not possible, tighten standards and review triggers 
through overlays, site-plan rules, and compatibility requirements. 
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7.2 Build Regional Coalitions 

Build regional coalitions where possible. Power grids, watersheds, labor markets, and traffic 
impacts are often regional systems. Coordination can reduce the ability of developers to shop for 
the weakest rules and can help neighboring jurisdictions negotiate from a stronger collective 
position. Collective action will help reduce the “race to the bottom” effect, which is known to 
perpetuate deeper systematic inequity. 

7.3 Require Mandatory Resource Disclosures 

Require mandatory resource disclosures. Ask for full-buildout assumptions on power, water, 
sewer, fiber, backup generation, land area, phasing, and transmission or substation dependencies. 
Do not negotiate from an information deficit. Some hyperscale companies are starting to withdraw 
the use of NDAs in local government conversations, which would open pathways to community 
education and responses from a well-informed perspective. Mutual transparency builds trust, so 
be prepared to be transparent with your resource availability and needs in return.  

7.4 Adopt Performance-Based CBAs 

Adopt performance-based Community Benefit Agreements. Benefits should be tied to measurable 
commitments, timelines, reporting obligations, complaint procedures, and enforceable remedies. 
Map out points along the data center development lifecycle where these reporting obligations need 
to be met by the data center to continue development and/or operation. 

7.5 Align with Your Constituents 

Align with constituents on a helpful menu of benefits, ideally before major proposals arrive. Use 
participatory methods to engage with the community and identify need-based solutions that data 
center benefit offerings could help close the gap on. Use community responses to prepare a 
benefit menu in advance that can be used as a well-informed negotiation platform with a data 
center. 

7.6 Utilize Data Center Moratoriums as a Temporary Re-organization Strategy 

Use moratoriums strategically. A temporary pause can be valuable if a jurisdiction uses it to 
produce concrete zoning reforms, impact standards, and review procedures rather than simply 
deferring conflict. This time should be used to conclude if a data center is even feasible to host 
after reviewing the jurisdiction’s environmental and social capital.  

7.7 Understand When to Say No 

Local governments should understand when to say no to a data center by analyzing the anticipated 
costs to local infrastructure, residents, and the environment against the economic benefits. Some 
scenarios to consider include grid reliability issues, limited government workforce capacity, 
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unjustifiable tax exemption requests, a lack of transparency from the data center partner, 
distributional environmental justice harms, lack of water resources, etc.  

Ultimately, these recommendations are not anti-growth. They are meant to help local governments 
make informed decisions, build relationships, understand the value as well as the harm, and 
influence the direction of data centers.  

8. Conclusion - Balancing Progress with Preservation 

The surge in data center development presents local governments with a once-in-a-generation 
opportunity to modernize infrastructure and secure part of their fiscal future. However, that 
opportunity is inextricably linked to the community’s ability to set and enforce high standards for 
development. By utilizing the power available during the early planning and design phases, 
implementing discretionary and Special Exception review where possible, and formalizing social 
and environmental commitments through Community Benefit Agreements, local governments can 
move from passive hosts to strategic negotiators. 

Data centers are increasingly the digital engine of the AI boom, but the land, water, power, roads, 
and neighborhood conditions that make them possible remain profoundly local. That is why local 
governments matter so much in this story. Hyperscale developers may enter with the most capital 
and technical expertise, yet local governments still hold the procedural tools that can level the 
playing field, at least enough to make the bargain more fair. The most effective local strategy is not 
to reject development outright or to rubber-stamp it in the name of inevitability. It is to insist that 
projects earning access to community resources also earn the right to operate through 
transparency, reciprocity, and enforceable public value. 

In the end, the question is not whether communities will host the physical infrastructure of the AI 
era. Many will. The question is whether they will do so on terms that preserve local quality of life 
while securing authentic community benefits. 
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