
At colocation data centers, which include retail data 

centers, third-party operators lease data center space—a 

certain number of server cabinets, for example, or kilowatts (kW) 

to multiple companies. 

Wholesale data centers are a type of colocation data center 

where a third-party developer rents large portions of the space 

and energy capacity to one company–often, all of it. 

Telecom data centers, owned by telecommunications 

companies such as Verizon, are where traffic from cell towers 

“switches” to the internet. These facilities tend to be smaller than 

the other data center types and require less energy. 

Hyperscale data centers are built for a single customer: one 

of the large tech companies that provide many of the services 

we use every day—Google (Google Cloud), Amazon (AWS), 

Microsoft, and Meta. These companies sometimes own their 

own centers, and sometimes they lease them from a third-party 

developer. These centers are built based on the data demands of 

the hyperscaler. 

The name hyperscaler emphasizes the ability to scale resources 

up or down quickly and efficiently to meet demand. These 

companies have a massive number of users and generate vast 

amounts of data, which together demand substantial processing 

power and storage capacity, especially as user bases grow 

unpredictably. 

Differences from industrial warehouses 

Data centers differ from other forms of commercial real estate. 

They constitute a relatively new category and, until recently, they 

were concentrated in select geographic areas. As a result, the 

buildings housing our essential internet infrastructure are widely 

misunderstood. 

Typically, data centers are not explicitly mentioned in zoning 

codes. Instead, they fall under the umbrella of general industrial 

zoning uses. But because they store data, they are not typical 

warehouses. Their classification, as such, causes planning 

challenges, which we will detail further in a later section. 

Here’s how data centers differ from industrial warehouses or 

factories: 

• Data centers are more compatible with other uses nearby 

because, unlike factories or warehouses, they are odorless 

and lack truck traffic. 

• They are often taller than traditional single-story 

warehouses. Data centers can be single-story or multistory. 

Single-story data centers start at around 30 feet (9.1 meters) 

and multi-story data centers go up from there. 

• They require fewer employees once construction is 

complete, so long-term impacts on traffic, schools, and 

public services are minimal. 

• They need fewer parking spaces and plumbing fixture 

counts than are typically mandated by industrial codes. 

• Data centers require more robust underground and above-

ground infrastructure. 

• Unlike warehouses and factories, data centers have external 

electrical and mechanical equipment. 

• Some data centers need multiple layers of redundancy, 

which we’ll discuss in a moment. 

• Data centers require more security measures than industrial 

buildings, including 24/7/365 surveillance and controlled-

access points. 
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