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Executive Summary

Data centers are rapidly expanding to support artificial intelligence (Al), cloud computing,
and digital infrastructure, bringing increased scrutiny to the physical resources that enable
growth. While national-level water use from data centers remains relatively modest, this
paper finds that localized impacts, combined with limited transparency, are driving rising
community opposition and creating material risks to project development. The findings
highlight that community acceptance is shaped less by absolute water volumes and more
by perceptions of fairness, transparency, and long-term resource sustainability. As a result,
water is emerging as both a physical constraint and a social determinant of where and how
data centers can be built. The paper concludes that proactive water stewardship, including
improved disclosure and early, meaningful community engagement, is essential not only
for environmental performance but also for securing a durable social license to operate,
enabling the continued growth of the digital economy.



Introduction

As demand for data centers accelerates to support the expansion of artificial
intelligence (Al), the data center industry is entering a new phase in which access to
physical resources, particularly water and energy, is increasingly shaping where and how
data center infrastructure can be developed. While energy consumption has dominated
public discourse thus far, water use is emerging as a parallel constraint that is both
physically limiting and socially contested as communities begin to push back against data
center development. At a national scale, data center water use is relatively modest
compared to other sectors, but the impacts of water consumption are highly localized.

The tradeoffs of development decisions are dependent on local climate, energy mix,
and water availability, underscoring the need for context-specific, community-engaged
decision making. Beyond physical resource constraints, transparency is emerging as a
central risk for data center developers. Limited data disclosures and information sharing
have created information gaps that erode trust and amplify opposition from communities.
These dynamics carry material consequences. Community opposition is increasingly
delaying or blocking projects, creating financial and operational risk for developers. In this
context, proactive water stewardship and community engagement are not only
environmental considerations, but also strategic imperatives impacting permitting
timelines, cost of capital, and long-term operational viability.

Case studies illustrate that regulatory and technical compliance alone is
insufficient to secure community trust. Projects that proactively engage stakeholders,
adopt non-potable (non-drinkable) water strategies, and provide transparent, locally
relevant information are more likely to achieve a durable social license to operate. These
findings suggest that water is becoming a defining constraint on data center expansion due
to its physical limitations and its impact on community trust. Going forward, aligning
infrastructure development with local water realities and community expectations will be
critical to the growth of the digital economy.

Key Takeaways

e Alongside energy, water is emerging as a critical constraint for data center
development. Growth in the industry is increasingly tied to access to water
resources, particularly in water-stressed or rapidly growing regions.

o Total water impact is often underestimated. Indirect water use from electricity
generation can significantly exceed direct cooling water use, highlighting the
importance of evaluating the full energy-water nexus in siting and cooling decisions.



e Cooling technology choices involve unavoidable tradeoffs. Water-efficient systems
typically increase energy demand, while energy-efficient systems decrease direct
water consumption but increase indirect water consumption.

e Localimpacts, not national averages, drive community opposition. Even modest
water withdrawals can generate significant concern when perceived to compete
with incumbent residential or agricultural use.

e Lack of transparency is a primary driver of community resistance. Limited
disclosure of water use, unclear sourcing, and reliance on NDAs intensify mistrust
and amplify perceived risk among local stakeholders.

e Water governance is becoming a material business risk. Project delays, increased
permitting costs, and reputational damage linked to water concerns are already
affecting large-scale investments.

e Regulatory compliance is necessary but not sufficient. Meeting permitting
requirements alone does not guarantee public acceptance. Perceived fairness and
long-term sustainability of local resources matter to community members.

e Early, frequent, and proactive community engagement can help mitigate risk. Data
center projects that communicate clearly, involve stakeholders early, and align with
local water priorities are more likely to secure approval and avoid delays.

e Non-potable and alternative water strategies are critical. Reducing reliance on
potable (drinkable) water can mitigate concerns around resources and increase the
likelihood of project acceptance and community trust in water-stressed areas.

e Water stewardship is becoming a strategic differentiator. Companies that integrate
transparency, infrastructure investment, and local engagement into development
practices are better positioned to maintain a social license to operate.

The Rising Constraint: Data Center Growth Meets Water and Governance Limits

Data centers have become foundational to the digital economy, supporting cloud
services, Al systems, and global communications networks. Demand for data processing
continues to grow rapidly, with U.S. data center electricity consumption now estimated to
represent 9-17% of total U.S. generation by 2030, up 60% from 2024 estimates (EPRI,
2026). This rapid expansion is placing growing pressure on the underlying resources,
particularly energy and water, required to support the digital economy, bringing visibility to
infrastructure that has traditionally operated out of public view.

Al has intensified this dynamic, making access to these resources, rather than
capital alone, a determining factor on where and how data centers can be sited and
brought online. As Ken Silverstein reflected in Forbes, the regulatory landscape has not



caught up with the scale and scope of the development of data centers that “are still being
regulated as if they were ordinary real estate projects rather than nationally strategic
infrastructure” (Silverstein, 2026). While energy and land acquisition have most often
captured the spotlight as constraints for development, water plays an increasingly
significant role in determining where the future of Al will be built.

Data Center Water Demand: Direct Use, Indirect Impacts, and Tradeoffs

Water use can be broadly delineated as water withdrawal and water consumption.
Water withdrawal is the total volume of freshwater extracted from surface or groundwater
sources and does not account for whether the water is returned to the source (Reig, 2013).
Water consumption, on the other hand, refers to the portion of water withdrawn that is not
returned to the source, and typically occurs when water is evaporated or incorporated into
a product, making it unavailable for reuse (Li et al., 2025).

Direct withdrawal and consumption for data centers remains relatively small
compared to other major sectors. Irrigated agriculture, for example, is responsible for 70%
of water withdrawal worldwide and 90% of global water consumption, driven largely by
evaporation and transpiration (McDermid et al., 2023). On a national or global scale, data
center water use can appear marginalin contrast, but this aggregate framing can obscure
the compounded impact of direct use and indirect use. Data centers rely on water directly
for cooling and indirectly through electricity generation, creating a combined resource
footprint that is often underestimated. Thermoelectric power generation, which is still a
dominant source of electricity in many regions, requires significant volumes of water for
cooling and steam production, making electricity consumption an important driver of
indirect water use for data centers (Mytton, 2021).

As data center electricity demand increases, so does indirect water consumption.
U.S. data center electricity use reached 176 TWh in 2023 and is projected to grow
significantly in the coming years, implying a parallel rise in water demand embedded in
power generation (Shehabi et al., 2024). This relationship is often overlooked in public
discussions, which tend to focus on direct cooling water use. Given that indirect water use
linked to thermoelectric power generation can exceed direct cooling water use by a factor
of three (Siddik et al., 2021), it is critical to account for the full resource footprint when
evaluating data center siting and development decisions.

The broader lens on total water use is often coined as the energy-water nexus, the
interdependent relationship in which energy generation relies on water for cooling,
particularly in thermoelectric power plants. Simultaneously, water systems require energy



for extraction, treatment, and distribution. Within the context of data centers, this nexus
means that electricity sourcing decisions directly influence total water consumption, even
when on-site, direct water consumption appears limited. The interdependence between
energy and water is further illustrated through various cooling technologies available for
data centers.

Evaporative cooling systems reduce energy consumption but increase direct water
use, while air-cooled systems reduce water consumption but increase energy demand,
and therefore increase indirect water use (Vertiv, 2023). These tradeoffs are highly context-
dependent, highlighting that energy generation choices can either amplify or mitigate
indirect impacts to total water use. Climate, water availability, and energy mix of a
particular site all influence the balance between water and energy use, reinforcing the
importance of local context and integrated planning considerations to mitigate scarcity
concerns.

A Global Industry with Local Consequences: Spatial Concentration and Water Stress

An estimated 84% of data center water consumption attributable to hyperscale
facilities that support high-volume computing, storage, and Al workloads. The growth of
hyperscale facilities has led to water demand increasingly being concentrated among a
small number of large operators and within specific geographic clusters (Nature Finance,
2025). These facilities are often sited based on land and grid interconnection access, tax
incentives, and network connectivity, which has led to the emergence of major data center
hubs in regions such as Northern Virginia, Phoenix, Arizona, and parts of the Pacific
Northwest (Shehabi et al., 2024). This spatial concentration intensifies pressure on local
resources as multiple large-scale facilities draw on the same water sources. Unlike more
distributed forms of water demand like agriculture and small-scale manufacturing,
hyperscale data centers concentrate resource use into clusters, making their impacts
more visible and harder for communities to evaluate relative to broader regional water use.

This concentration also elevates water from a technical input to a politically salient
issue. Communities experience water use locally, not as a national average, which
amplifies concern over data center developments even when absolute consumption may
be less than that of other industries. As a result, even relatively modest withdrawals can
generate significant concern when they are perceived to compete with residential supply,
agriculture, or long-term drought resilience. Public opposition to data center development
is often driven less by absolute water withdrawal volumes and more by perceived
competition, transparency, and fairness in how water resources are allocated (Mytton,



2021). In this way, spatial concentration amplifies both the physical and social dimensions
of water risk.

Recent development patterns reinforce these concerns. Bloomberg News reports
that approximately two-thirds of data centers built or in development since 2022 are
located in regions experiencing high levels of water stress (Bloomberg, 2025). Water stress
is typically defined as the ratio of total water withdrawals to available renewable supply,
with higher values indicating increasing competition among users (World Resources
Institute, n.d.). In high-stress basins, even incremental increases in demand can strain
infrastructure, exacerbate seasonal shortages, and heighten tensions among stakeholders.

This overlap between rapid data center growth and water-stressed regions
underscores a critical misalignment between infrastructure expansion and resource
availability. While site selection has historically prioritized energy access, latency, and
cost, water availability is emerging as an equally important consideration for both physical
and social development feasibility. As climate variability intensifies and water systems face
growing pressure from population growth and competing uses, the clustering of water-
intensive digital infrastructure in stressed regions is likely to become an increasingly
important driver of community opposition, regulatory scrutiny, and project risk.

The Transparency Gap: How Information Gaps Drive Community Opposition

Community responses to data center development are shaped by both physical
impacts and social perceptions. While absolute water consumption is an important factor
in public acceptance, transparency and procedural fairness play equally important roles in
shaping opinion about data center infrastructure (Vertiv, 2023). When a facility relies on
potable municipal water, it is drawing from the same supply system that serves
households, schools, and local businesses, which makes the project more visible as a
potential direct competitor for a shared resource, especially in water-stressed regions
(Mytton, 2021). That visibility matters because even when a data center’s total
consumption is modest relative to agriculture or power generation, the concentrated local
withdrawals can still trigger concern around water scarcity and long-term supply.

These concerns are amplified when communities are asked to evaluate new data
center developments without access to the information needed to judge the tradeoffs of
economic development and public resource use. A 2022 assessment found that only 16%
of companies operating data centers disclose elements of their water risk management
programs (Sustainalytics). Data center developers typically have more information than the
community at the time of siting, including the intended cooling infrastructure, expected



source of water, and projected withdrawal volumes. Microsoft’s 2026 decision to stop
using non-disclosure agreements (NDAs) with local governments for data center projects is
a departure from standard industry practices and indicates an acknowledgement of how
information gaps and non-disclosure can impair local officials’ ability to communicate with
constituents and can erode public trust (Microsoft, 2026).

Policy interventions that require annual water reporting, common metrics, and
independent verification may become increasingly important in water-stressed regions. In
Texas, officials have begun moving toward requiring data centers to report water usage,
signaling a broader shift toward formal disclosure requirements as water demand
becomes more visible and contested (KXAN, 2026). Moving forward, these types of
disclosures can help both reduce uncertainty and create a shared understanding for public
decision-making.

The Cost of Mistrust: Financial and Operational Risks of Water Governance

Trust-building around water use has direct financial implications for data center
development. Permitting delays driven by community opposition can significantly increase
project costs, particularly for capital-intensive data center developments where speed to
power is critical to securing tenants and revenue (World Resources Institute, 2026). The
current information gaps and lack of standardized reporting erode trust and create clear
business risk, particularly for projects that rely heavily on potable water.

Communities care not only about how much water a data center will use, but what
kind of water it will use and whether local stakeholders are granted timely access to
credible information. When developers do not clearly communicate expected demand,
source water, cooling tradeoffs, and mitigation strategies, communities often fill those
information gaps with worst-case assumptions, increasing the likelihood of organized
opposition and permitting delays. One recent estimate found that in the second quarter of
2025 alone, $98 billion in potential data center investment was blocked or delayed due to
local opposition (Data Center Watch, 2025). By contrast, projects that demonstrate water
reduction efforts, adopt non-potable water strategies, provide transparent reporting, and
proactively engage with local stakeholders can significantly reduce friction to achieve
successful, timely project outcomes.

Reputational risks compound these financial and operational pressures. For
developers and hyperscale operators, reputational damage can affect relationships with
local governments, regulators, utilities, and the communities in which they seek to build.
Community perceptions that a company is extractive or indifferent to local resource



constraints can lead to stricter permitting conditions, reduced political support, and
greater scrutiny from regulators.

At the same time, reputational risk extends into financial markets. Institutional
investors are increasingly integrating environmental and social risk into capital allocation
decisions. Companies associated with repeated project delays, community resistance, or
poor water stewardship may face higher costs of capital, reduced access to financing, or
pressure from shareholders to adopt more robust engagement and disclosure practices
(Aspen Institute, 2026). These risks are starting to inform how firms are approaching water
governance. In addition to improving disclosure and engagement, some operators are
making direct investments in local water infrastructure to align development goals with
community priorities. Microsoft, for example, has pursued investments in water reuse
systems, conservation projects, and broader watershed improvements in communities
hosting its data centers, positioning these partnerships as ways to reduce local strain while
building trust with local stakeholders (Clancy, 2026). While these types of investments
often increase upfront capital costs and may not align with short-term financial incentives
for data center developers, over the long term, these projects can materially reduce
permitting delays, improve community engagement outcomes, and strengthen operational
resilience. In a development environment that is increasingly defined by community
acceptance and resource availability, proactive investment in water infrastructure and
trust-building can function as a risk mitigation strategy.

Case Studies: Water Risk, Governance, and Community Response Across Regions

Microsoft: Trust-Building in Water-Scarce Regions Through Early Community Engagement

The Microsoft data center campus in Goodyear, Arizona, sits within one of the most
water-constrained regions in the United States, where long-term drought, groundwater
depletion, and Colorado River shortages have made water governance politically and
socially fraught (Microsoft, 2025). In such regions, even modest water users can become
focal points for broader anxieties about scarcity and growth. Microsoft’s development
process initially followed a traditional pattern: coordination with the local government for
permitting, engagement with utilities for access to water and power, and limited proactive
public disclosure of operational details (Ray, 2023). The company encountered growing
public concern not only about water consumption in the area, but also about the lack of
transparency in agreements for resource use. The community’s resistance reflects a
broader pattern: community opposition is often driven less by absolute water use and more
by perceived opacity and inequity.



At the infrastructure level, Microsoft worked closely with municipal water providers
to reduce reliance on potable water by incorporating recycled water systems and exploring
alternative cooling strategies. This reflects a broader shift toward using reclaimed water in
water-stressed regions, reducing competition with residential users and aligning with
regional conservation goals. Microsoft noted that in Arizona, it purchases water from
EPCOR Utilities and the City of Goodyear and typically returns the remaining water back to
the local wastewater treatment plant in compliance with local policies (Microsoft, 2025).
Importantly, data center cooling systems generally operate in closed loops and do not
discharge proprietary cooling fluids directly back into municipal systems. Instead, water is
treated, diluted, and monitored before release to meet wastewater standards, avoiding the
need for specialized treatment infrastructure in most cases (Mytton, 2021; Vertiv, 2023).
This technical distinction is not always well understood by local stakeholders, contributing
to concerns that data centers introduce industrial contaminants into municipal systems.

Transparent communications that are specific to local context, combined with
education around water use and treatment, can help facilitate an atmosphere conducive to
meaningful community participation. By making information accessible and empowering
local governments to speak openly without the limitations of NDAs, Microsoft reduced
suspicion around potential hidden impacts from their data center development. This
accessibility also helped streamline the project permitting processes, as public dialogue
became focused on adjusting development and infrastructure agreements rather than
broad speculation in an information vacuum (AZBEX, 2022). At the same time, city
communications about the Microsoft campus emphasized resource efficiency and
efficient design, signaling that local officials understood from the outset that water
stewardship would be central to public legitimacy (City of Goodyear, 2019). This framing is
consistent with research showing that when local governments define resource constraints
and community priorities before project details are finalized, they are better positioned to
collaboratively shape outcomes with data center developers and reduce conflict later in
the development process (World Resources Institute, 2026). In water-stressed regions in
particular, aligning development with existing water management strategies—such as
conservation targets, water reuse infrastructure, and drought planning—can help situate
data centers within a broader narrative of responsible resource use rather than as isolated
sources of demand.

A key lesson from the Goodyear project is that trust-building does not begin after a
project is proposed, but during the earliest stages of engagement when expectations are
set and resource constraints are communicated. When data center companies treat water
stewardship as a core component of development from the outset, rather than a secondary



technical detail, they can improve transparency, increase likelihood of community buy-in,
and help maintain a long-term social license to operate.

Google: The Limits of Regulatory Compliance in Building Trust

Google’s data center development in Berkeley County, South Carolina, illustrates
how insufficient transparency and contested water governance can erode trust, evenin
regions not currently experiencing water scarcity. The controversy around Google’s data
center in the region centered on groundwater withdrawals from the McQueen Branch
aquifer, which is a drinking water resource shared by public utilities, industrial consumers,
residents, and agricultural users. Concerns regarding groundwater withdrawals typically
revolve around recharge rates, long-term drawdown, and cumulative impacts for
communities relying on the aquifer. Groundwater use in South Carolina has been rising in
conjunction with population growth and industrial demand increases, with some aquifers
showing documented declines in supply due to concentrated withdrawals (U.S. Geological
Survey, 2025). For Berkeley County, adding a large industrial load to a region where
groundwater demand was already rising brought acute attention to Google’s project.

South Carolina’s groundwater rules require permits for major withdrawals in
designated Capacity Use Areas, annual reporting by permitted users, and permit renewal
periodically (SCDES, n.d.-a, n.d.-b). While these requirements establish baseline legal
compliance, the pushback in Berkeley County suggested that permitting approvals alone
were not enough to secure public trust. Local stakeholders were not simply asking whether
Google had a permit, but whether the underlying governance structure adequately
protected shared aquifers from significant growth in industrial demand. Coverage of
Google’s South Carolina expansion repeatedly emphasized public anxiety over water
demand, especially as broader Al-driven data center growth intensified environmental
scrutiny across the country (ABC News 4, 2025). Community concerns heightened further
when, just as Google requested to triple its withdrawal limits from the aquifer, regulators
simultaneously asked the nearby Mount Pleasant water utility to reduce its request for
groundwater by 57 percent (SELC, 2019). This dynamic fueled community resentment.
Although the permitting process had included public input and technical review, the
subsequent approval of the permit, despite recommendations otherwise, reinforced
sentiments that community concerns had limited influence in decision-making (SELC,
2019). While Google did release fact sheets describing sustainability practices and water
efficiency, the lack of concrete data left the surrounding communities without
independently verifiable information on how much water was being used, how it was
sourced, and how it compared to other users (Google, 2019). Google’s classification of
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water data as proprietary further exacerbated these concerns, reinforcing perceptions of
opacity and fueling opposition to the data center (Data Center Dynamics, 2019). As a
result, uncertainty itself became a fuel for opposition.

From a development perspective, the Berkeley County project highlights the
limitations of relying on efficiency arguments alone. While Google has committed to water
efficiency measures and sustainability initiatives globally, these commitments did not
address whether a groundwater-dependent cooling strategy was appropriate within the
local context of this particular project. Community stakeholders and environmental
advocates focused more on fairness, transparency, and long-term aquifer stewardship
than technical efficiency alone (SELC, 2017). The primary lesson from Berkeley County is
that perceived fairness matters as much as actual resource use. Even technically efficient
operations can face opposition if stakeholders believe decisions are opaque or inequitable.
Trust cannot be retroactively built once conflict emerges; it must be embedded early
through transparent communication, equitable resource governance, and clear alignment
with community needs.

Meta: Proactive Water Strategy and the Politics of Regional Legitimacy

Meta’s data center in Prineville, Oregon, highlights where a company’s proactive
water management and transparency can help build trust with community members in
regions with growing sensitivity around resource constraints. The Prineville data center is
situated in a semi-arid area where water availability is an increasing concern. Drought in
the region has lowered streams, threatened fish, strained agriculture, and shone a spotlight
on how large industrial customers can put pressure on local groundwater resources (The
Bulletin, 2024). Even when operators are using more efficient systems than the industry
norm, residents still experience data centers as part of a broader competition over scarce
local water. From the outset of the project development, Meta engaged with local
governments, utilities, and community stakeholders to design a data center campus that
minimized water use. Public testimony opposing data center expansion elsewhere in
Oregon shifted the conversation in Prineville from local siting discussions to statewide
political conversations about the types of large loads that Oregon should welcome (Oregon
Legislative Information System, 2026). This meant that Meta’s trust-building capabilities in
Prineville were tied to how well the organization positioned itself within the larger statewide
conversation about resource fairness and long-term infrastructure planning.

Meta’s disclosures suggest the company understood this communication
challenge. The company’s Prineville data center fact sheets state that the campus uses air-
side economization cooling technology where possible, which is “significantly more water
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efficient than the industry standard.” While comparing to a vague, variable “industry
standard” alone is typically insufficient to earn a social license to operate, Meta provided
additionalinformation on their energy and water strategies in Prineville to alleviate
community concerns. The Prineville data center cooling strategy is supported by renewable
energy through Pacific Power, signaling local partnership and collaboration (Meta, 2025a,
2025b, 2025c). Meta provides volumetric water benefit reporting to track and report its
water usage effectiveness (WUE), with the goal of becoming water positive by 2030 and
“restoring 200% of water consumed in high water stress regions and 100% in medium
water stress regions” (Meta, 2025d). By explicitly and publicly demonstrating its
understanding of local water use dynamics, Meta situates the Prineville data center
discussions inside a broader water-restoration and utility-planning framework to demystify
data center water consumption and allows stakeholders to engage with concrete data
rather than assumptions.

Community outcomes were largely positive. While initial concerns were raised, the
combination of efficient design, transparent reporting, and proactive engagement helped
build a cooperative relationship between Meta and local stakeholders. The project became
an example of how data center development can align with and support community
priorities when designed thoughtfully. The key lesson from Prineville is that measurable
transparency builds credibility. By publishing water metrics and demonstrating efficiency in
practice, Meta reduced uncertainty and enabled informed dialogue. This approach not only
builds trust but also sets a benchmark for industry best practices in water stewardship.

Key Insights: What Drives (and Derails) Community Acceptance of Data Centers

A consistent theme across the case studies examined is that perceived fairness and
transparency are the primary drivers of community acceptance. While data centers
represent a relatively small share of total water consumption on a national scale, their
localized, concentrated withdrawals are highly visible and often compared directly to
residential and community uses. In both Berkeley County and Goodyear, concern
intensified not simply because of the total volumes of water withdrawal and consumption,
but because residents lacked clear, accessible information to evaluate whether water
allocation decisions were equitable within their local contexts. This aligns with broader
findings that procedural justice, how decisions are made and communicated, can equal or
even outweigh technical efficiency in shaping public acceptance (World Resources
Institute, 2026).

A second cross-cutting insight is that information gaps can be a significant driver of
opposition. Data center developers typically possess detailed projections of cooling
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systems, water sourcing, and demand long before communities and local leaders. When
that information is withheld or presented in highly technical terms, communities tend to
assume worst-case scenarios for water use. Empirical research reinforces this pattern:
fewer than one-third of operators track water metrics, and transparency remains limited
across the industry (Mytton, 2021). The Google case demonstrates how proprietary
treatment of water data can erode trust, even when projects comply with regulatory
requirements. In contrast, Meta’s Prineville project showcases that publishing clear,
quantitative water metrics can help transform uncertainty into dialogue, enabling more
constructive engagement with local decision makers to clear a path for successful
development outcomes.

A third key insight is that the energy-water nexus complicates community
perceptions and can undermine simplified narratives about efficiency. Communities tend
to focus on direct water withdrawals, yet research shows that indirect water use from
electricity generation can exceed direct cooling use by a factor of two to three (Siddik et al.,
2021). This disconnect creates a communication challenge because a facility that appears
“water-efficient” on-site may still carry a significant upstream water footprint depending on
its energy sources. Electricity generation, particularly thermoelectric generation, remains a
major driver of water consumption, meaning that energy sourcing decisions are
inseparable from water stewardship outcomes (Siddik et al., 2021).

The impacts of the energy-water nexus are site-specific, depending on the
generation resource mix where a data center operates. That local context, rather than
global averages, is a key determinant in community response. Data center water use is
concentrated geographically, and impacts are experienced at the watershed or municipal
level rather than on a national scale. This spatial mismatch explains why projects in water-
stressed regions generate disproportionate scrutiny, even when considering direct water
consumption alone and not accounting for the indirect water consumed for energy
generation. Even modest withdrawals can become contentious within a community when
layered onto existing drought conditions, agricultural demand, or population growth.

Early, meaningful engagement with communities was a strong predictor of
successful project outcomes, enabling open dialogue that reduces friction risks of project
delays, litigation, and reputational damage (Aspen Institute, 2026). At its core, a data
center’s social license to operate is inherently place-based, shaped by regional water
governance, historical resource pressures, and competing local priorities.
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Conclusion: Water Stewardship as a Prerequisite for Scalable Al Infrastructure

As data center growth continues to accelerate alongside the adoption of Al, water is
emerging as a physical and social constraint for infrastructure development. This paper
highlights that water-related risks are not limited to scarcity alone, but are also shaped by
governance, transparency, and public trust. The interdependence of energy and water
systems means that decisions about cooling technologies, site selection, and power
sourcing collectively determine the true resource footprint of digital infrastructure. In this
context, water stewardship is no longer a ‘nice to have’ sustainability initiative. It is a core
determinant of whether projects can be successfully permitted, financed, and operated at
scale.

To translate insights into action, stakeholders across the data center ecosystem
must adopt coordinated strategies to embed water stewardship and transparency into
decision-making. Data center developers and hyperscalers can integrate water risk
screening into site selection alongside energy and land considerations. Coordinated,
standardized public disclosures on both direct and indirect water withdrawal and
consumption can help close the existing information gaps that undermine trust.
Additionally, hyperscalers and developers should prioritize non-potable water sourcing,
invest in on-site or regional water infrastructure, and explicitly model energy—water
tradeoffs when selecting cooling technologies to optimize total system impact. Local and
state governments have a role to play in creating consistent water reporting requirements,
incorporating cumulative impact assessments into permitting, and creating structured
forums for early-stage community engagement that allow stakeholder input to proactively
inform project design. Utilities and water authorities should collaborate with developers to
align infrastructure planning with local supply and resiliency considerations. Finally,
investors and financial institutions can help move the needle by incorporating water
governance, disclosure quality, and community engagement practices into risk
assessments and capital decisions. Across all stakeholders, the most effective pathway to
securing a durable social license to operate is shifting from reactive compliance to
proactive, collaborative design. Within this context, water use can be treated as a shared
community resource managed through transparency, accountability, and long-term
partnerships.

Looking forward, scalable Al infrastructure will depend on the industry’s ability to
integrate technical optimization with community-centered governance and
communication practices. In an environment where infrastructure expansion is
increasingly constrained by local resource realities, water stewardship is not just an
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environmental imperative, but a prerequisite for sustaining the growth of the digital
economy.
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