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Research question: Who pays for data centers?

• Extremely important and timely question
• Authors study many aspects of this question

1. Are data center costs priced into municipal bond markets, for “host” 
municipalities and for “neighbors”? 

2. Do data centers affect bond issuance? Why?
3. Do data centers lead to higher local employment and house prices? 
4. Do data center tax incentives strain state revenues and reduce 

transfers to school districts?
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Why is this question so important?

#1. Data centers/AI are drivers of U.S. economic growth
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Why is this question so important?

Source: BEA and J.P. Morgan, https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/market-updates/on-the-minds-of-investors/how-much-of-the-ai-
boom-is-adding-to-us-growth/
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#1. Data centers/AI are drivers of U.S. economic growth
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Why is this question so important?

#2. We might be at the tip of the iceberg

Total long-term 
debt (FY25)

Total lease 
liabilities (finance + 
operating, FY25)

Total future 
liabilities (off 
balance sheet)

Meta $58.7 $26.3 $234

Oracle $122 $37.9 $260

Amazon $65.6 $101.5 $181

Microsoft $31.6 $88.5 $329

Alphabet $45.6 $18.5 $58.5

Liabilities of Large AI firms: FY2025 and Future ($ Billions)
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Why is this question so important?

#3. There is tremendous public opposition to local datacenters
• UMass survey: Do you support or oppose the construction of an AI data center in 

your local community? Only 10% support.

Source: https://www.umass.edu/poll/about/reports/2026-09-national-public-opinion-poll-2#toc-views-on-ai-data-centers

11 65 25
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Why is this question so important?

Photo source: Anastasia Mason/Statesman Journal

#3. There is tremendous public opposition to local datacenters
• The Not In MY Backyard (NIMBY) movement is strong
• 150 moratoriums, bans or zoning restrictions passed so far
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Why is this question so important?

Photo source: Washington Post

In Maryland, the 
NIMBY mascot: 
NIMBEE

#3. There is tremendous public opposition to local datacenters
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Main takeaways:

• Very important research question
• Authors are ambitious & dive deep into the question
• Complex data work
• Strong empirical strategies

Main comments:
• Suggestions for strengthening the empirical strategies
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Question:
How do data centers affect muni bond spreads?

𝑌𝑖𝑚𝑡 = 𝛽#𝐷𝑎𝑡𝑎𝑐𝑒𝑛𝑡𝑒𝑟𝑠𝑚𝑡 + 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + 𝑓𝑖𝑥𝑒𝑑 𝑒𝑓𝑓𝑒𝑐𝑡

Outcome: 
Municipal bond 
spreads

Instrument: Distance from a data center to 
the nearest high-voltage electricity line

IV analysis:
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Instrument example & questions:

• Johns Creek is the host
• Atlanta is the neighbor 500 kV tranmission line

John’s Creekline

Atlanta
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Instrument example & questions:

• Comment: More 
information about high-
voltage (HV) electricity 
transmission would be 
helpful
• What affects 

placement of HV lines?
• When were lines built?
• Do HV lines require 

special ground 
conditions?

John’s Creekline

Atlanta

500 kV tranmission line
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Result #1: Data centers have no effect on bond 
spreads for “isolated hosts”

• How public is 
information about 
these deals? 
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Result #2: Data centers have a larger effect on bond 
spreads for “dense hosts” and “neighbors”
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A few more thoughts about the instrument…

• How do I think about the 
F-stats? 

• Instead of the number of 
datacenters, could you 
use datacenter size?

• OLS results and first-stage 
regression results would 
be helpful also  
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After tuning up the instrument a bit…
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Result #3: Effects are biggest in states without      
tax incentives for data centers

• Comment: Suggest including in the main paper
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Question: Do data centers raise bond issuance?

• Result #4: If states have tax incentives, data centers increase 
education bond issuance 



• Hypothesis: If data center tax abatements compress state 
revenues, school districts might to borrow to fill the gap

19

Question: Why does data center proximity 
raise education borrowing?   

𝑌𝑚𝑠𝑡 = 𝛽×1 𝑇𝑎𝑥𝐼𝑛𝑐𝑒𝑛𝑡𝑖𝑣𝑒𝑠𝑠𝑡  + 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + 𝑓𝑖𝑥𝑒𝑑 𝑒𝑓𝑓𝑒𝑐𝑡𝑠

• Outcomes: Revenue per student, general formula revenue per 
student, employee benefit revenue per student

• 16 states changed data center tax incentives over 2017-2025

Difference-in-difference analysis:
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𝑌𝑚𝑠𝑡 = 𝛽×𝟏 𝑇𝑎𝑥𝐼𝑛𝑐𝑒𝑛𝑡𝑖𝑣𝑒𝑠𝑠𝑡  + 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + 𝑓𝑖𝑥𝑒𝑑 𝑒𝑓𝑓𝑒𝑐𝑡𝑠

Result #5: Data center tax incentives associated with 
lower revenues and lower employee benefits per 
student



21

Comments/questions on DID strategy

• Suggest tightening link between 
the question of effects of data 
center proximity and the DID 
strategy

• What drives adoption of state tax 
incentives for data centers? 
Correlation with other tax changes?

• Perhaps focus more on the benefits 
result
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With a little more DID information…



Thank you and good luck
Christine.L.Dobridge@frb.gov
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Smaller comments

• More explanation of the hypotheses would be helpful
• Suggest including F-stats in appendix tables
• For the education bond issuance result, why would it hold at farther distances 

but not closer distances? 
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