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Racing to capture upside should not ignore external costs. BY JOHAN SULAEMAN

ELON Musk’s industrial empire is testing a
controversial proposition: that society
should tolerate environmental shortcuts
and limited shareholder control because
the prize is faster innovation.

That is the bargain now embedded in
SpaceX’s listing under the “SPCX” ticker. By
the time SpaceX entered public markets, it
had already absorbed xAl, Musk'’s artificial
intelligence and social network company.

Investors were therefore not buying a
clean aerospace story of rockets, Starlink
and reusable launch. They were buyingin-
to a founder-controlled platform that also
included Grok, rapidly expanding terres-
trial Al centres and the contested Colossus
buildout.

The central concern is not simply that
xAl has chosen fossil-fuel generation to ac-
celerate Al training. Nor is it that SpaceX’s
public shareholders have very limited
power to influence decisionsrelating to cli-
mate, water or regulatory risks.

The concern is the combination: envi-
ronmental-regulatory arbitrage on the
ground, paired with financial-structure ar-
bitrage in the market.

In other words, Musk’s company is ex-
ploiting gaps in energy and environmental
policy to power growth, which shifts costs
onto global communities, aquifers and the
atmosphere.

At the same time, it is implementing a
share structure that shifts governance risk
onto public investors even as overwhelm-
ing founder control is preserved.

Together, they create a powerful model
for scaling frontier technology: move
quickly, defer some of the associated cost,
capture the upside and leave society to
price the damage later.

This posture is familiar. Supporters
claim this is how innovation happens. The
grid is too slow. Obtaining permits is too
cumbersome. Al is too strategically impor-
tant. Space-based compute may eventual-
ly solve the terrestrial problem of physical
resource constraints. Investors who want
exposure to this exciting future must ac-
cept unconventional control.

Defenders of this approach would ar-
gue that many transformative technolo-
gies emerged because entrepreneurs
moved ahead of existing infrastructure
and regulation. Commercial aviation, the
Internet and renewable energy all ad-
vanced faster than the speed at which pol-
icymakers could adapt to them.

Yet, the question is not whether risk-
taking should be encouraged, but whether
the public should bear costs that markets
may not fully price.

The price of ignoring externalities
For decades, developed economies treated
externalities as someone else’s problem.

Carbon went into the atmosphere. Pol-
lution and extraction were pushed into
poorer communities and developing coun-
tries. Water, land and biodiversity ab-
sorbed costs that corporate balance sheets
ignored.

The gains were immediate and private;
the welfare losses were delayed and often
borne by those with the least bargaining
power.

Al now risks repeating that bargain at

machine speed.

The issue is not whether Al matters. It
does. Compute capacity is strategic infras-
tructure. Frontier models may advance
medicine, climate modelling, cybersecuri-
ty, industrial productivity and defence.
The US cannot afford to fall behind in Al

But ambition does not excuse reckless
regulatory arbitrage. The choice by xAl to
rely on fossil-fuel generation for massive
Al infrastructure was not simply a difficult
trade-off forced by an imperfect grid.

It was a decision to prioritise speed over
environmental safeguards, community ex-
posure and public accountability. Gas tur-
bines may solve a private interconnection
problem, but they create public costs: air
pollution, carbon emissions, permitting
conflict, water stress and local health con-
cerns.

The contrast with Google is instructive.
Google is hardly a climate saint: Its Al ex-
pansion has increased energy demand,
complicated emissions targets and raised
legitimate questions about whether Big
Tech’s climate promises can survive the
compute boom.

But Google's stated approach at least ac-
cepts the right frame. In 2020, it commit-
ted to 24/7 carhon-free energy by 2030.
When designing its data centres, Google
works through power-purchase agree-
ments and grid decarbonisation, and dis-
cusses water stewardship, alternative wa-
ter sources and direct-to-chip cooling.

In other words, Google treats energy
and water as constraints to be engineered
and disclosed, not inconveniences to be
bypassed with fast fossil infrastructure.
That makes xAl's approach harder to de-
fend.

The acquisition of xAl before the initial
public offering makes the governance
question unavoidable.

Public investors were not merely buy-

ing exposure to a founder who also owned
a controversial private Al company. They
were buying into a company whose public-
market story had already expanded to in-
clude Al infrastructure.

If Colossus, Grok and orbital data cen-
tres help support the valuation narrative,
then Colossus-related environmental and
regulatory risks belong inside the investor-
risk discussion as well.

Governance structure can lead to
investor risks

That should have heen a critical issue in
the SPCX offering. It was not treated like
one.

The reason is governance. SpaceX is
tightly controlled by Musk. Public share-
holders may gain liquidity and exposure to
one of the world's most important aero-
space companies, but they are not buying
conventional accountability.

They are buying into a founder-con-
trolled structure in which ordinary inves-
tors have little practical ability to pressure
Musk on climate risk, environmental com-
pliance, water use, related-party exposure
or the boundaries between visionary risk-
taking and regulatory arbitrage.

That makes the climate issue more ma-
terial, not less. In a normally governed
public company, environmental liabilities
can become investor pressure points: sha-
reholder proposals, director votes, en-
gagement campaigns, disclosure de-
mands and proxy contests.

At SpaceX, that disciplining mechanism
is largely blunted. Investors can voice con-
cerns, sell theirholdings or absorb the risk.
Their ability to influence strategic direc-
tion, however, remains very limited.

That is the market failure at the centre
of the IPO. Public investors are being of-
fered exposure to a strategically important
company, but not meaningful control over
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the environmental and governance choic-
es that may shape its long-term risk pro-
file.

The pattern is recognisable: move first,
gain market share and dominance, over-
whelm infrastructure, exploit ambiguity
and dare regulators to catch up. Some-
times that style produces breakthroughs.
Sometimes it produces avoidable harm.

Al infrastructure is no longer just soft-
ware. It is heavy industry. Frontier model
training requires electricity, cooling water,
land, transmission capacity, chips, miner-
als and rapid hardware replacement.

If faster Al training results in greater
fossil-fuel dependence, increased pollu-
tion exposure, heightened water stress
and potential litigation, investors should
view these issues not merely as ESG con-
cerns but as material business risks.

The competitive argument is real butin-
complete. Yes, Alisa geopolitical race. Yes,
grid interconnection is too slow. Yes, clean
energy deployment and transmission per-
mitting need reform.

But those failures do not justify private
fossil workarounds that shift costs onto lo-
cal communities. Competitiveness cannot
become a blanket exemption from envi-
ronmental responsibility.

Nor can the sector pretend that all com-
pute demand is equally valuable. Al for
cancer research, grid expansion and resi-
lience, and national security is not the
same as Al for spam, synthetic influencers,
engagement optimisation or another cor-
porate chatbot.

If energy and water are scarce, society
has a right to ask which Al workloads de-
serve priority and which are simply mone-
tising consumer appetite.

The planetary dimension is equally im-
portant. Al presents itself as weightless,
but it depends on minerals, chips, fabrica-
tion plants, electricity and cooling water.

If the benefits accrue to innovators,
wealthy companies and developed-coun-
try investors while the costs fall on poorer
communities, resource frontiers and cli-
mate-vulnerable nations, Al risks reinforc-
ing some of the same distributional imbal-
ances that characterised the fossil-fuel era.

The orbital data-centre thesis does not
solve this. Space-based compute powered
by solar energy and launched by SpaceX'’s
Starship is an elegant idea. It may eventu-
ally support specialised workloads.

But orbit does not eliminate externali-
ties; it relocates them. Launch emissions,
debris risk, spectrum conflicts, radiation
hardening, thermal management, re-entry
planning, ground infrastructure and hard-
ware replacement remain unresolved.

The real choice is not Al versus the envi-
ronment. It is responsible industrialisa-
tion versus another century of externality
dumping.

Before buying into its investment the-
sis, regulators and SpaceX investors
should have demanded governance wor-
thy of the firm’s valuation: transparent
energy sourcing, a lawful permitting proc-
ess, water disclosure, environmental con-
trols, independent board oversight, relat-
ed-party safeguards and credible climate
accountability.

Instead, the IPO structure has done the
opposite. It gave public investors access to
the upside while leaving Musk with over-
whelming control over the risks and arbi-
trage.

Musk has often been rewarded for mov-
ing faster than incumbents. But speed is
not a moral defence. When a company
builds first, pollutes now, litigates later
and points to future space technology as
absolution, it is not escaping the old econ-
omy. It is perpetuating it.
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