Energy strategy emerges as key battleground in US-China AI rivalry
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The competition between the United States and China to dominate artificial intelligence (AI) is intensifying, with an underlying and critical battleground emerging in the realm of energy strategy. As AI technologies advance, the demand for electricity to power data centres and computational infrastructure is surging, transforming energy policy into a pivotal factor for future technological supremacy.
A striking example can be found in the US state of Virginia, where data centres now consume approximately 25% of the entire state's electricity. This significant energy consumption reflects the rapid expansion of AI model complexity and the resultant need for larger and faster processing capabilities, driving power demands beyond current utility growth rates.
The recent geopolitical upheavals, particularly Russia’s invasion of Ukraine, have heightened the importance of energy independence and security across the globe. In Europe, efforts to reduce dependency on Russian gas supplies have accelerated the adoption of renewable energy sources such as solar and wind power. This shift also reverberates in the strategies devised by both AI superpowers.
China’s approach is characterised by a cohesive strategy that tightly integrates AI infrastructure expansion with large-scale investments in renewable energy. The country is projected to invest as much as $275 billion in its data centre market by 2030, with a substantial portion directed towards sustainable energy solutions. Such a strategy is aimed at achieving technological sovereignty and establishing a long-term industrial advantage.
In contrast, the United States faces a more challenging energy landscape, described as fragmented and lacking a unified national framework. The US is exploring a hybrid energy model that blends the reliability of natural gas with the promise of solar power and innovations in battery storage technology. This multifaceted approach aims to balance speed, flexibility, and economic viability but is vulnerable to disruptions in any part of the energy ecosystem. The concern lies in whether this patchwork strategy can keep pace with the escalating energy needs of AI development.
Industry projections underscore the urgency of sustainable energy solutions. Gartner forecasts a fivefold increase in the availability of GPUs in data centres by 2025, signalling a steep rise in computational demand. Correspondingly, the International Energy Agency anticipates that renewable energy sources will comprise 90% of net electricity capacity adds worldwide by 2025, underscoring a global commitment to decarbonisation.
Experts highlight several pathways to enhance energy efficiency within AI infrastructures. These include adopting a diversified energy mix that stabilises supply through the integration of renewables and storage solutions, employing AI-driven optimisation to reduce energy wastage in data processing and cooling, and implementing coherent government policies that incentivise clean energy projects while fostering strategic collaboration among federal and state entities.
Recommendations for stakeholders vary accordingly: technology companies are encouraged to invest in energy-efficient hardware and seek partnerships with renewable energy providers, while policymakers are urged to craft scalable, innovation-supportive energy policies to provide market stability.
As the United States and China compete to lead in AI, it is increasingly clear that technological advancement will be closely tied to energy strategy. Whichever nation successfully aligns its energy infrastructure with the demands of AI development stands to shape the future global tech landscape. The ability to maintain energy security and independence alongside rapid innovation will be fundamental in determining dominance in the next era of AI.
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