The Hidden Cost of AI: Why a Middle Eastern Conflict Could Double Your Electric Bill

Unpacking the "Algorithmic Resource Trap"

how geopolitics, natural gas, and data centers are on a collision course with the American wallet.

We have gotten used to talking about artificial intelligence as if it exists somewhere outside the
physical world. It is always described as living “in the cloud,” which makes it sound light,
abstract, almost detached from infrastructure. When users use a chatbot, they are not thinking
about land, cooling systems, substations, turbines, or transmission bottlenecks. They are thinking

about software generated by code. But that framing hides what Al really is at scale.

Al is not just code wrapped in a clean interface. It is physical infrastructure. Training and
running a frontier model has more in common with operating an industrial facility than launching
a normal app. It takes huge data centers, enormous amounts of electricity, large volumes of water
for cooling, and a steady flow of specialized hardware. At a certain point, the constraint is not
just chips or model design. It is power. And power is not some neutral background input. It is

regional, political, and exposed to shocks.

Once you start looking at Al that way, the argument gets less futuristic and more immediate. A
geopolitical crisis involving Iran or the broader Middle East would not stay confined to foreign
policy headlines or energy markets overseas. It could show up much closer to home, in the
monthly electric bills paid by ordinary Americans. What looks distant at first can move through

fuel markets, grid pressure, and utility pricing until it reaches households directly.

The first weak point is fuel. If you want a game analogy, it is the logic of a late-stage build that
depends on a few expensive resource lines staying open. Once those lines get hit, everything
downstream gets harder to sustain. In the United States, one of the most important resource lines

behind the Al boom is natural gas.

Natural gas produces about 40 percent of U.S. utility-scale electricity. America produces a huge
amount of it, but that no longer means domestic prices are safely insulated from the rest of the
world. The U.S. has become a major LNG exporter, which means domestic gas markets are more

tied to global demand than many people assume. That matters because a large share of global



energy trade moves through the Strait of Hormuz, a narrow chokepoint bordered by Iran. If
conflict disrupted that corridor, shipping risk would jump, LNG prices would likely rise, U.S.
exports would become more attractive, and domestic gas prices would climb with them. Once

that happens, electricity costs are not far behind.

Fuel is only part of the pressure. The physical buildout behind Al also depends on hardware that
is already slow to source, expensive to produce, and exposed to global instability. Transformers,
turbines, copper, steel, and cooling systems do not become easier to procure in wartime
conditions. Insurance costs rise, materials get more expensive, shipping becomes less
predictable, and expansion gets harder. So the same shock that makes energy more expensive can

also make the infrastructure needed to relieve that pressure more difficult to build.

Then there is the grid itself. Data centers already consume a meaningful share of U.S. electricity,
and that share could rise sharply by the end of the decade. What makes Al-related demand
difficult is not just the scale, but the pattern. These facilities behave more like constant industrial
loads than ordinary commercial buildings. They do not back off much at night, and they do not
slow down on weekends the way many other forms of demand do. The pull is steady and

relentless.

That matters because electric grids are not managed only around total generation. Stability
matters too. Traditional plants like gas, coal, and nuclear have historically helped stabilize the
system because large spinning turbines provide physical inertia. Many renewable resources
connect differently and do not offer that same mechanical buffer in the same way. This is not an
argument against renewables. It is just a reminder that the grid becomes more fragile when
nonstop, high-intensity demand rises while some older stabilizing plants disappear. Under those
conditions, a fuel interruption, extreme weather event, or equipment failure can hit harder

because there is less room for the system to absorb stress.

This is not just theory. The 2021 Texas winter storm showed how quickly fuel problems, power
stress, and infrastructure failure can stack into a much wider emergency. Al did not create those

weaknesses, but it does add another major load to a system that is already under pressure.



You can already see the economics moving in that direction even without a war. The clearest
example is PJM Interconnection, the largest grid operator in the United States, serving about 65
million people across 13 states and Washington, D.C. PJM runs capacity auctions to make sure
enough generation will be available during future periods of peak demand. For a long time, those

auctions were mostly invisible to the public. That has changed.

As data center growth accelerated, especially in places like Northern Virginia and parts of Ohio,
PJM had to raise its expectations for future electricity demand. At the same time, older fossil fuel
plants were retiring and replacement capacity was not arriving fast enough. That combination
tightened the market hard. Capacity prices rose sharply in successive auctions, and market
observers have tied a meaningful share of that increase, directly or indirectly, to data center
demand. Those costs do not stay trapped in wholesale markets. They work their way outward to
consumers, and in some states residential customers are already seeing noticeable monthly bill

increases connected to these shifts.

That matters because it shows the mechanism is already active in peacetime. The system is
already tight. If an external energy shock gets layered on top of that, especially one moving

through natural gas markets, the pressure becomes much more serious.

This is the deeper point. Al progress is often described as if it mostly depends on better
algorithms, more capital, and more compute. But compute does not float above the economy. It
sits on top of generation, transmission, cooling, and land. Once those inputs become scarcer or

more expensive, the economics of Al change with them.

That is why something like compute inflation may become a real issue. As electricity and
infrastructure costs rise, the cost of training and especially running models rises too. Training is
expensive, but it happens in bursts. Inference is different. Inference is the ongoing meter. Every
prompt, every answer, every user session, every day adds to the cost. And advanced reasoning
models may use materially more energy per query than simpler systems because they perform

more internal computation before producing a response.

If electricity prices rise sharply, that marginal cost starts to matter in a different way. A model

can be technically impressive and still become awkward to operate at scale. That does not mean



Al stops advancing. It means the direction of that progress changes. Consumer systems may

become more aggressively paywalled. Companies may focus more on high-margin enterprise
products than mass public access. Governments may favor narrower defense and intelligence
uses over open-ended consumer tools. When energy gets tighter, the structure of the industry

shifts with it.

That also helps explain why major technology companies are moving so aggressively to secure
power directly. In an earlier industrial era, aluminum smelters clustered near cheap hydroelectric
power because their economics depended on abundant electricity. Al is beginning to look similar.
Large technology firms increasingly seem to understand that public grids may not support their
ambitions cheaply or reliably enough, so they are pursuing dedicated power arrangements,

including nuclear-linked deals.

From a corporate perspective, that makes sense. Reliable electricity is becoming a strategic
advantage. From a public perspective, though, it raises a harder question. If the biggest firms

lock in premium access to power, what happens to everyone else sharing the remaining grid?

That is where the consumer squeeze becomes political as well as economic. Utilities can expand
capacity, but slowly. Large transformers have multiyear lead times. Transmission projects take
years to permit and build. New generation does not appear overnight. And when those
investments finally move forward, the costs are often recovered through regulated rates. That
means households can end up helping pay for the infrastructure needed to support rising

industrial and digital demand.

That is the real force of the argument. American ratepayers may be subsidizing the physical

foundation of the Al boom without ever being clearly told that this is part of what is happening.

None of this is inevitable. A major software breakthrough could reduce the amount of compute
needed for frontier-level performance. Large firms could build power systems more insulated
from public grid pricing. Transmission improvements could unlock more usable capacity than
expected. Small modular reactors or other energy advances might eventually change the
equation. Those possibilities are real, even if none looks close enough right now to dismiss the

current problem.



The larger point still stands. The future of Al is not just a story about code, capital, and
innovation. It is also a story about substations, fuel markets, transmission bottlenecks, and
geopolitical chokepoints. The cloud has a geography after all, and that geography may shape not
only the pace of technological progress, but something much more ordinary and personal: the

electric bill.



