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Artificial intelligence is scaling rapidly across Indian 
businesses at a time when physical climate risks and 
transition pressures are also intensifying. While India 
has committed to net zero by 2070, 127 leading 
Indian companies have adopted more ambitious1 
SBTi aligned net zero targets for 2040–20502, 
alongside increasing commitments to water 
positivity. India is among the world’s most climate 
vulnerable countries, facing rising heat stress, 
recurring droughts, and increasing water scarcity, 
while simultaneously pursuing ambitious emissions 
reduction and digital economy goals.

Underpinning this digital ambition is a 
fast-expanding, energy- and water-intensive data 
centre industry, with growth increasingly driven by 
AI compute demands. Regulatory requirements—
such as the Digital Personal Data Protection (DPDP) 
Act of 2023 and sector-specific data-localisation 
mandates from the RBI and SEBI—are further 
increasing the need for domestic data processing 
and retention. Together, these forces are 
accelerating demand for local data-centre capacity 
and intensifying pressure on already constrained 
energy, water, and infrastructure systems.

In this context, AI presents a strategic paradox for 
boards: it is one of the most powerful tool available 
to accelerate productivity, growth, and 
sustainability outcomes, yet it also drives 
significant energy, water, and infrastructure 
demand. As a result, sustainable AI has shifted 
from technical consideration to a governance 
imperative, sitting at the intersection of strategy, 
risk management, capital allocation, and long-term 
value creation.

This paper sets out how boards can frame 
sustainable AI—not as a constraint on innovation, 
but as a discipline that allows AI to scale 
responsibly, credibly, and profitably in an 
increasingly resource- and scrutiny-constrained 
environment.

© 2026 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organisation of independent member firms  affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. The AI paradox - power, performance, and ‘sustainability’ |  2

Globally, where organisations stand4

Total data centre capacity in
India to grow nearly 30 per cent 
year-on-year in 20263
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Today companies are using AI to measure sustainability. 
Very few are measuring the sustainability of their AI. That 
gap is where risk accumulates silently.

ROI on sustainable AI remains elusive. Seven in ten 
organisations are seeing returns of 10 per cent or less, yet 
leaders who have integrated sustainability into their AI 
strategy early are already pulling ahead on cost efficiency 
and resilience.

The energy and water costs of AI are not felt equally or 
immediately. Early-stage adopters rarely flag it as a 
concern. Advanced AI users almost always do. By the time 
it becomes visible, the architecture that caused it is 
already locked in.

Ownership remains unclear. In 57 per cent of 
organisations, sustainability leaders are expected to be 
accountable for sustainable AI, yet in more than half of 
organisations no AI sustainability governance structure 
exists to deliver it.

Expectations are shifting fast. Nine in ten companies 
globally now make sustainability a condition of 
technology partner selection.



For boards, the core question is no longer whether AI delivers value, but whether it can do so at scale without creating new cost, regulatory, or reputational 
liabilities. Sustainable AI strengthens the business case for AI in four critical ways.
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The business case for sustainable AI

Using AI to advance ESG outcomes
Boards should distinguish between AI for sustainability and sustainable AI—and ensure both are progressing in 
tandem. AI is already proving its value as an enabler of ESG execution:

For boards, the opportunity lies in ensuring that such use cases are prioritised based on enterprise value—not as isolated pilot projects, but as part of core operational and risk strategies.

Automating and improving the 
accuracy of ESG data collection, 
controls, and regulatory reporting 
(including BRSR and 
global-framework alignment).

Optimising resource usage 
including energy, water etc. use 
across plants, buildings, logistics, 
and data centres through real-time 
analytics and forecasting.

Supporting climate-risk modelling, 
scenario analysis, and supply-chain 
resilience planning.

Cost and performance discipline: 
AI workloads are resource-intensive. 
Model choice, architecture, compute 
location, and data strategy directly 
influence operating costs. 
Sustainable AI embeds cost and 
carbon-awareness into these 
decisions early, reducing waste, 
avoiding expensive re-engineering 
later, and improving return on AI 
investment as usage scales.

Risk mitigation and licence to operate: 
Energy availability, water stress, 
community resistance to data-centre 
expansion, and tightening ESG 
disclosures increasingly affect 
business continuity and brand trust. 
Sustainable AI provides boards with 
greater confidence that AI expansion 
will not create hidden exposures 
across operations, supply chains, or 
stakeholder relationships.

Regulatory and investor readiness: 
Globally and in India, expectations 
are rising around transparency—not 
only on ESG outcomes, but on how 
digital and AI strategies affect those 
outcomes. Firms able to explain the 
footprint, governance, and 
mitigation strategies behind their AI 
use are better positioned with 
investors, regulators, and customers.

Talent and organisational credibility: 
Workforces—particularly younger 
talent—are scrutinising how 
companies deploy AI. Organisations 
that articulate a credible Sustainable 
AI narrative strengthen their ability 
to attract talent and maintain internal 
alignment between innovation 
ambitions and corporate purpose.
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The governance challenge emerges when 
boards look beyond what AI enables to what AI 
consumes.

AI systems drive significant electricity demand 
for training and inference, require large volumes 
of water for cooling in many data-centre 
configurations, and increase scope 3 emissions 
through cloud and technology partners. In 
geographies already facing water stress and 
energy constraints, these impacts can become 
material quickly.

Boards should therefore treat sustainable AI as 
a question of balance: how to unlock AI-led 
efficiency and growth without amplifying 
exposure to resource scarcity, rising energy 
costs, or stakeholder backlash. Crucially, these 
trade-offs are often locked in by early 
architecture and vendor decisions—well before 
AI benefits are fully visible.

Token-based metrics: 
An emerging sustainability lens for AI

One of the central challenges in governing the 
sustainability footprint of AI is the absence of a 
consistent, decision useful unit of 
measurement. Traditional IT metrics do not 
translate well to AI workloads. As a result, 
leading organisations are converging on the 
token as the emerging atomic unit for 
measuring AI sustainability.

The sustainability footprint of AI itself
Tokens represent the fundamental units through 
which AI systems process and generate 
information. Across training and inference, 
energy consumption, carbon emissions, and 
increasingly water use for cooling and thermal 
management scale broadly with the volume of 
tokens processed.

This has led to the emergence of token-based 
sustainability metrics, including energy per 
token, carbon intensity per token, and water 
intensity per token (for example, litres per 
million tokens), alongside efficiency measures 
such as tokens per watt.

While these metrics are still evolving, they 
provide boards with a practical lens to compare 
models, architectures, and vendors; assess 
trade offs between performance, cost, energy, 
carbon, and water; and engage more credibly 
with cloud partners on transparency and 
optimisation.

Importantly, token-based metrics shift the 
governance conversation from aggregate 
impact to controllable drivers. Early 
architecture, model, and sourcing decisions 
directly shape token volumes and token 
intensity across energy, carbon, and water—
often locking in sustainability outcomes long 
before AI benefits are fully visible.

The board’s governance role 
in sustainable AI
Sustainable AI does not require boards to 
become technical experts. It does require clarity 
on accountability, trade-offs, and oversight 
mechanisms. Key governance shifts boards are 
beginning to make include:

• Treating AI sustainability as a strategic and 
risk topic, not solely a technology issue

• Requiring management to articulate the full 
cost and footprint of AI initiatives alongside 
financial returns

• Ensuring partner selection considers
energy sourcing, emissions transparency, 
water use, and resilience—not just 
performance and price

• Expecting AI to support sustainability goals, 
while also setting expectations for managing 
AI’s own footprint.
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Board considerations: key questions
1. Strategy and value creation:

• How does AI contribute to long-term enterprise value—and what sustainability assumptions underpin that 
strategy?

• Are we prioritising AI use cases that deliver both financial and ESG outcomes?

2. Cost, energy, and resource exposure

• What is the current and projected energy, water, and emissions footprint of our AI portfolio?

• How sensitive are AI economics to rising energy prices or resource constraints?

3. Governance and accountability

• Who owns sustainable AI outcomes across the organisation, and are incentives aligned accordingly?

• Do we have consistent metrics to evaluate both AI performance and environmental impact?

4. Partners and ecosystem risk

• How do our technology and cloud partners manage energy sourcing, water use, and emissions—and how 
transparent is that data?

• Are sustainability expectations embedded in contracts and service-level agreements?

5. Readiness and resilience

• How prepared are we for increased scrutiny from investors, regulators, or communities on AI’s environmental 
footprint?

• Are early architecture and sourcing decisions limiting our future flexibility?

Closing perspective
Sustainable AI is not about slowing innovation. It is about ensuring that AI-led growth remains resilient, 
credible, and investable in a constrained world. Boards that engage early—asking the right questions and 
setting clear expectations—are more likely to unlock AI’s full potential while preserving trust, managing 
risk, and protecting long-term value
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee 
that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular 
situation.
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