Constitutional Tensions and the Al Ban in the Spending Bill: A New
Frontier in Data Supremacy

As of June 09, 2025, the "One Big Beautiful Bill Act” (OBBBA), recently passed by
the House with a razor-thin 215-214 vote, has thrust the Al regulation moratorium
into the spotlight. Section 43201 of this spending bill imposes a 10-year ban on state
and local governments enacting Al laws, sparking potential constitutional conflicts.
This provision, tied to the budget reconciliation process, raises significant 10th
Amendment concerns, as it overrides states’ rights to act as “laboratories of
democracy” in areas like privacy and algorithmic bias. The Commerce Clause is cited
to justify federal preemption, arguing Al's interstate data flows impact national
commerce, but without robust evidence—such as specific economic data or case
studies—this claim risks being deemed an overreach. The Byrd Rule further
complicates matters, as the moratorium may be struck down as extraneous to
budget matters unless linked to spending, a fix currently under Senate debate. Legal
challenges loom, with states like California and bipartisan coalitions already signaling
opposition, potentially leading to a Supreme Court showdown over federal versus
state authority.

Data Supremacy: The Core of the Conflict

At the heart of this ban lies the concept of data supremacy—the U.S. ambition to
maintain global leadership in Al by controlling its data ecosystem. Proponents argue
that a fragmented state regulatory landscape could undermine this dominance,
especially against rivals like China, which leverages its vast data reserves for Al
advancement. The federal government envisions a unified data strategy, leveraging
the U.S!s unparalleled digital infrastructure—cloud giants like AWS and Google
Cloud, handling petabytes of cross-border data daily—to ensure national
competitiveness. This supremacy is not just economic but strategic, with Al powering
military innovations like autonomous drones and satellite analytics, bolstered by
America’s global satellite constellation. A cohesive federal approach, they claim,
prevents states from creating regulatory drag, preserving the U.S!'s edge in a data-
driven world.

Data as a Commodity
Data has emerged as the modern commodity, akin to oil in the industrial age, fueling



a $2 trillion Al industry projected to hit $15 trillion by 2030. It flows seamlessly
across state lines—over 8.5 billion daily Google searches and countless financial
transactions—making it a national asset. The OBBBA's supporters assert that treating
data as a commodity justifies federal oversight, as state laws could disrupt its free
movement, raising costs for businesses operating in multiple jurisdictions. This
commodity status is evident in the tech sector’s lobbying push, with companies like
OpenAl and Meta relying on unified data access to train models. Yet, the lack of
concrete evidence—such as a quantified interstate data commerce figure—leaves
this argument vulnerable, suggesting it may serve corporate interests more than
public good.

Data’s Central Role in the World Economy and National Security

Data is the linchpin of the global economy, underpinning $80 trillion in annual world
trade and 50% of cross-border transactions denominated in the U.S. dollar. The U.S.,
with its $28 trillion GDP and 15-20% share of global consumption, drives this system,
making data flows critical to international stability. Al, reliant on this data, enhances
supply chains, financial markets, and e-commerce, with U.S. equity markets (e.g.,
NYSE at $50 trillion) amplifying this influence. Nationally, data supremacy ties to
security—think NSA surveillance or Pentagon Al for threat detection—where a
fragmented regulatory approach could expose vulnerabilities. The federal ban aims
to protect this dual role, ensuring the U.S. remains the world’s economic and military
powerhouse, with its satellite network overseeing global logistics and intelligence.
The Unprecedented Modern World and Our Place in It

The modern world, defined by data’'s omnipresence, is unprecedented, reshaping
power dynamics in ways unimaginable a century ago. The U.S., as the steward of this
digital frontier, holds a unique position—its economic might, military dominance, and
technological leadership converge to shape global fate. The OBBBA's Al ban reflects
this new reality, where data supremacy dictates not just commerce but survival. Yet,
it also underscores our responsibility to navigate this uncharted territory with
wisdom, balancing innovation with accountability. As we stand at this crossroads, our
place is both a privilege and a challenge, demanding vigilance against overreach and
a commitment to understanding the forces that define our era.



