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Data Center 101 for Landowners
From the moment we wake up in the morning, we rely on a data center. The news we 
read online, the music we stream, the map app that guides us to our destinations, the 
video conferencing tool we use to meet with colleagues, the healthcare portal where 
we access results from our latest checkup—all of these digital applications, and the 
data created and consumed through them, is processed and stored inside a data 
center. That includes data and apps ‘in the cloud’—because the cloud is inside a data 
center, too.

A data center is a building that secures, connects, powers, and cools the IT 
equipment on which these applications run and data is processed and stored. Data 
centers are the cornerstones of our digital world, and as our digital world grows 
exponentially, so does the demand for data centers. In this executive brief for 
landowners, you’ll learn the who, what, and where of the U.S. data center industry, 
why many of today’s data centers used to be farms and factories, and how Stream 
develops those farms and factories into data centers.

KEY TAKEAWAYS
•	 Today, the vast majority of 

data centers are owned and 
operated either by hyperscale 
tech companies (the likes of 
Amazon, Google, Microsoft, 
Oracle, and Meta) or colocation 
providers like Stream Data 
Centers that build and operate 
on behalf of customers (who 
are, often, hyperscalers).

•	 The well-worn adage—location, 
location, location—is as true 
for data centers as any other 
type of real estate. Factors 
that determine an ideal data 
center location include robust 
connectivity, large population, 
favorable tax laws, low-cost and 
high-reliability power, low risk 
of natural disaster, and direct 
access to renewable energy.

•	 Because of rising demand and 
constrained supply, ‘off-the-
shelf’ data center capacity is 
largely gone. At the same time, 
today’s data centers require a 
lot of land and power—sites 
typically not found in existing 
business parks. That’s why 
today’s data centers used to be 
farms and factories.

•	 Data centers have always 
been a particularly attractive 
asset class. Add exponentially 
growing demand plus supply 
constraints, and a data center 
could be a landowner’s most 
profitable disposition strategy.
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Why Today’s Data Centers Used to be Farms and Factories

Because of rising demand and constrained 
supply, ‘off-the-shelf’ data center capacity 
is largely gone. 
Demand for data center capacity has been rising exponentially 
for well over a decade, but COVID-19 caused a step change. 
Pandemic lockdowns drove massive increases in web 
conferencing, video streaming, and online gaming; these 
demands have not abated post-pandemic. New applications 
leveraging machine learning and artificial intelligence are 
further accelerating demand. The global datasphere—a 
measure of all the data created, captured, replicated, and 
consumed in a given year, and a good proxy for demand—is 
forecasted to nearly triple between 2022 and 2027.1 

At the same time, the development of new data center 
capacity has slowed because of supply chain delays and 
construction labor challenges. Supply chains for power and 
cooling equipment in particular remain incredibly tight. The 
lead time for generators, as just one example, used to be 20-
30 weeks; now it’s 72-104+ weeks. A recent survey of data 
center operators by AFCOM revealed that 94% of respondents 
have had supply chain issues. And, according to a survey by 
Uptime Institute, data center supply chain disruptions are 
getting worse.

Three years of unprecedented demand and slow development 
of new capacity have eaten up most of the existing data center 
inventory in the top markets. Developers have been building, 
of course, but most new capacity gets absorbed before it’s 
even commissioned. In the first quarter of 2023, the average 
vacancy rate of the top ten North American data center 
markets was 2.88%, down from 8.3% just a year earlier.2

Today’s data centers require a lot of land 
and power.
The capacity of a data center—how much IT equipment it can 
support—is typically measured in terms of power. Increasing 
demand for digital applications and the data they create and 
consume has pushed data center capacity upwards in two 
ways: by increasing the power requirements of servers, and 
increasing the number of servers companies operate. In the 
industry’s early days, a data center might be 1-2 megawatts. 
Today, data centers over 40 megawatts are common.

For data centers of 1-2 megawatts, ideal sites—those where 
pre-development work could be accomplished efficiently 
and quickly—were relatively easy to come by. Having been 
developing data centers since 1999, we remember the 
days when vacant office buildings could be relatively easily 
converted to data centers, or sites in existing business parks 
could be acquired and developed relatively easily. That’s no 
longer the case. 

Today’s 40+ megawatt data center requires a land area about 
the size of seven football fields and about as much utility power 
as used by 36,000 homes. Given the last three years of rising 
demand and constrained supply, such sites are incredibly 
hard to come by and almost always require significant pre-
development work—for example, bringing in high voltage power 
lines and building new substations, moving or vacating existing 
easements or utilities, or mitigating complex environmental risks 
on greenfield land. 

Where do such sites exist? Typically not in existing business parks. 
They are, much more commonly, farms and former factories.

1 IDC, Worldwide IDC Global DataSphere Forecast 2023-2027, April 2023.

2 datacenterHawk, 1Q 2023 Data Center Market Recap and 1Q 2022 Data Center Market Recap.

https://www.datacenterhawk.com/resources/market-insights/1q-2023-data-center-market-recap
https://www.datacenterhawk.com/resources/market-insights/1q-2022-data-center-market-recap
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From a Farm or Former Factory to a Data Center

3 McKinsey, Investing in the rising data center economy, January 2023.

Data centers have always been a particularly attractive asset 
class, for their “steady, utility-like cash flows and risk-adjusted 
yields” and returns that are often significantly higher than other 
types of industrial real estate.3 Add exponentially growing 
demand for data center capacity and supply constraints, and a 
data center could be your most profitable disposition strategy.

At Stream, we are actively looking for properties in key 
markets that we can develop into data centers. In fact, 
this land banking strategy is a critical component of our 
competitive advantage as it drives our ability to quickly 
develop new data center capacity for our customers when 
and where they need it. We control a relatively large number 
of properties across North America, all of which have been 
thoroughly vetted to ensure fast development.

Over the course of more than two decades serving the largest 
and most sophisticated hyperscalers and enterprises, we have 
developed and refined a proven process to identify ideal data 
center sites and bring them to a shovel-ready state—reducing 
lead time and mitigating environmental, community, legal, and 
economic risks.

Many members of our location strategy and site development 
team honed their skills developing sites for the biggest buyers 
of data center capacity. For example, Senior Vice President of 
Location Strategy and Development, Mike Lebow, spent eight 
years on the Energy and Location Strategy team at Google. 
He helped the hyperscaler acquire 13 data center campuses 
across North and South America, totaling thousands of acres 
and enabling multiple gigawatts of data center capacity.

Even before the first shovel hits the ground, we work to 
ensure long-term value is achieved for all parties—the original 
landowner, the power utility, the surrounding community, and 
our customers. We strive to find a responsible balance between 
meeting the growth needs of our industry and only pursuing 
the acquisition and development of sites that work well for the 
environment and the communities in which we operate. This 
commitment, alongside our proven processes, experienced team, 
and creative approach maximizes development speed for our 
customers and site value for landowners.

https://www.linkedin.com/company/stream-data-centers
https://twitter.com/streamdatacentr
https://vimeo.com/streamdatacenters/
https://www.youtube.com/user/StreamDataCenters/videos
https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/investing-in-the-rising-data-center-economy
https://www.streamdatacenters.com/team/mike-lebow/

