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Overview

Throughout the previous chapters of Foun-
dations of Digital Sovereignty, we have
examined why governance is the most
important factor for asserting Canadian
sovereignty over the digital realm.

On its own, building data centres on Cana-
dian soil will not do much to bolster our
digital sovereignty. Clear regulation on
data usage is a necessary precondition to
set guardrails for what happens inside the
data centres and what digital services ulti-
mately get delivered to Canadians.

Alongside data regulation, we need a better
strategic approach to intellectual property,
trade agreements, technical standards, pro-
curement, and other systems that allow the
government to shape the digital economy
and capture value for Canadians.

Mltﬂllglyﬁ;zz...

Without a governance layer, any tax dollars
spent on building new data centres on
Canadian soil will ultimately leak value to
foreign technology giants, and we will still
struggle to govern the digital economy in a
meaningful way.

However, if we accept the premise that
compute capacity and data storage will be
essential to the future economy, then it
is in the national interest for Canadians to
have access to reliable cloud compute and
cloud storage.

Some taxpayer-funded infrastructure can
provide reliable compute capacity for
researchers, public service delivery, and
innovative Canadian businesses. Govern-
ment funded infrastructure can strategically
fortify governance of cloud services.




Sovereign Compute: Options for Canada’s Digital Infrastructure

Key Takeaways

Canada ranks last in the G7 for publicly available compute, yet two-thirds
1 of the federal government’s $2 billion Sovereign AI Compute Strategy flows
to private infrastructure rather than permanently governed public capacity.

Building data centres on Canadian soil doesn’t guarantee digital sovereignty
2 — without embedded governance, public compute investment will leak value
to foreign technology giants.

Four models exist for sovereign compute: Crown corporation, Canadian-
8 led P3, hyperscaler partnership, and fully private market — each offering
different trade-offs between sovereignty, speed, cost, and governance.

Hyperscaler partnerships cannot guarantee Canadian legal jurisdiction over
4 data; U.S. law, including the CLOUD Act, overrides any contractual sover-
eignty promises.

A layered architecture is the most viable path forward, matching different

5 compute models to different use cases based on sovereignty requirements
— with a publicly accessible, Canadian-anchored option as a non-negotiable
component.
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Publicly-Anchored
Compute Infrastructure

A public option for cloud compute can take
several forms, including:

* A Crown corporation with full government ownership,

* A Canadian-led public-private partnership (P3),

* Incumbent hyperscalers, operating with strong governance
conditions, in a private cloud market under robust regulation.

Most of Canada’s compute needs will be
met by the market, including data centres
located overseas or foreign-owned infra-
structure located in Canada.

And that’s appropriate; not every workload
needs to be insulated from the influence of
foreign hyperscalers.

However, a meaningful subset of Cana-
da’s compute capacity should be publicly
anchored — accessible to the public and
affordable enough to serve Canadian
researchers, businesses, and institutions.

Publicly anchored compute will also
operate exclusively governed by Canadian
laws, norms, and values rather than those
of a foreign jurisdiction.

“Publicly anchored” compute capacity
does not exclusively mean publicly-owned
infrastructure — other forms exist. Each
option offers a different combination of
sovereignty assurance, speed to capacity,
cost to government, and governance depth.

Each option involves genuine trade-offs,
and Canada, which currently ranks last in
the G7 for publicly available compute in-
frastructure,' needs to make a deliberate
and strategic choice rather than drifting
into a default option.

This chapter examines four models for
building a publicly anchored sovereign
compute capacity in Canada, their benefits
and downsides, and how they might serve
or undermine Canadian sovereignty.
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Why Canada Needs a
Public Compute Option

The future of Canada’s economy depends
on access to compute. Compute is the
ability to store, process and transfer data at
scale, and is essential for business, public
services, research, and national security. In
all these cases compute is essentially the
medium through which software and data
are accessed and transformed to provide
value to end users.

Compute is also essential for Al — both
for training systems and for inference
(using Al systems to process information).
Al performance is closely tied to massive
compute capacity, to the point that large
scale compute has become a geopolitically
important resource. The cost of hardware
has doubled almost every year since 2019.?

In addition to AI’s role in economic value
creation, the technology is also becoming
increasingly important in discovery and
defence. Compute-heavy Al is being used
to harden cybersecurity vulnerabilities.’?

Al will also likely be used for managing
data-heavy systems like NORAD missile
defence arrays and planned Arctic monitor-
ing defence systems.*

The meteoric growth of the Al sector has
coincided with geopolitical volatility that
has led Canadian leaders and ordinary
citizens to re-examine our sovereignty and
national economic capacity.

In this context, Canada has already bud-
geted $2 billion towards the Sovereign Al
Compute Strategy, in an effort to establish
strategic compute capacity.’

Various policy advocates are calling
on the government to do more.

However, as we have previously examined
in the Foundations of Digital Sovereignty
project, effectively building up sovereign
capacity is not as simple as buying kit and
setting up data centres on Canadian soil.
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Peer countries have also recognized the
need for sovereign, government-owned,
public compute options. The United King-
dom, European Union member states,
Japan, and India are all actively building
publicly owned or publicly funded compute
infrastructure as a strategic national asset.

As an example, the UK’s Al Research
Resource offers supercomputing access to
researchers and SMEs for free.® France
committed €109 billion to sovereign Al
infrastructure,” and the EU has deployed a
network of publicly backed “Al Factories”
across the continent.® India’s National Al
Compute Initiative all reflects a similar
imperative for government-mandated stra-
tegic compute.” Canada, which ranks last
in the G7 for publicly available compute,
is the outlier."

Meanwhile, the Canadian federal govern-
ment received criticism for courting 25-
year cloud contracts exclusively with U.S.
providers like Amazon, Google, Microsoft,
Oracle after which they began considering
Canadian companies as well.!!

Nothing about the Canadian approach spe-
cifically addresses well-documented risks:

» Hyperscalers have consistently raised
prices and pushed unwanted services
onto clients;

* Over-reliance concentrates power in
foreign hands;

* Exposure to the U.S. CLOUD Act
means Canadian data is never fully
beyond the reach of American law.




Sovereign Compute: Options for Canada’s Digital Infrastructure 6

The Models for
Sovereign Compute

The Government of Canada has recognized the compute gap and begun to act, but the design
of our response thus far suggests limited ambition. The Canadian Sovereign AI Compute
Strategy, backed by a combined $2 billion across Budgets 2024 and 2025, is the most signifi-
cant federal compute investment in Canadian history.'?> The headline figure, however, obscures
a more modest reality.

The strategy has three components:

Up to $700 million through the Al Compute Challenge to
mobilize private commercial data centre investment;

Up to $1 billion for public supercomputing infrastructure
including through the Sovereign Compute Infrastructure
Program (SCIP);

$300 million in the AI Compute Access Fund to subsidize
innovator access. '
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Two-thirds of the Sovereign Al Compute
Strategy funding flows toward private in-
frastructure or access subsidies, not toward
publicly owned, permanently governed
sovereign capacity.

Notably, Canada’s existing sovereign
compute strategy is implicitly geared to
a series of different smaller projects, to
spread the money between researchers and
businesses. This approach is likely to fail,
as data centres benefit from scale. One big
megacompute project would likely deliver
greater benefits.

The SCIP in particular has notable weak-
nesses. Only consortia led by a non-profit
or post-secondary institution incorporated
in Canada may apply — private firms may
participate as partners but cannot lead.!*

This effectively means rooting significant
compute infrastructure within universities,
rather than leveraging private sector experi-
ence in infrastructure development.

SCIP is a grant program to build a super-
computer but doesn’t build the institution
needed to own and govern that supercom-
puter for decades. Canada has previously
built publicly funded research infrastruc-
ture, and we have then watched it atrophy
when the funding cycle ended.

Without permanent governance architec-
ture built into the institution itself — a
mandate, accountability mechanisms, or a
long-run operational model — the Sover-
eign Al Compute Strategy risks the same
outcome: capable infrastructure built at
public expense, sovereign in name, but
without the institutional permanence to
remain so. What’s worse is the many
different projects being funded across the
Canadian Sovereign Al Compute Strategy
creates a limited ability to infuse Canadian
standards and Canadian governance in our
sovereign compute capacity.

We can imagine several structures for
sovereign Canadian compute which would
allow for better governance and an increas-
ed ability to strategically deploy compute
power for Canadian national priorities.

For Foundations of Digital Sovereignty we
have looked at three main options:

* A Crown corporation with full govern-
ment ownership;

* A Canadian-led public-private partner-
ship (P3);

» Incumbent hyperscalers, operating with
strong governance conditions, in a
private cloud market operating under
robust regulation.
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Option 1:

Crown Corporation Model

A Crown corporation mandated to build
and operate sovereign Canadian compute
capacity at scale is arguably the strongest
guarantee of sovereignty — full legal juris-
diction, genuine operational control, gover-
nance being embedded from day one.

However, a Crown corporation would be
slowest to build, the most institutionally
demanding, and there is a track record in
Canada of other Crown corporations being
financially unstable over time."

A Crown corporation would have the opp-
ortunity to embed governance structures
and have strategically adopted Canadian
standards from the beginning.

The entity could begin with steady funding
from the government, but then transition
into a self-sustaining institution — which
could potentially even operate as a for-
profit entity by charging for use of sover-
eign Canadian compute.'®

A Crown corporation would also be
positioned to provide compute capacity to
researchers and SMEs at stable and affor-
dable rates. The Crown corporation could
be insulated from market competition and
price fluctuations if primarily funded by the
Canadian government.

It could also operate as a competitive and
for-profit entity,'” driving the market prices
down and increasing accessibility.

However, there are also significant down-
sides to Crown corporations that cannot
be ignored. Crown corporations are slower
to capitalize and build than private alter-
natives, and Canada cannot wait a decade
for procurement cycles and enabling legis-
lation to produce operational capacity.

The political economy is difficult: Crown
corporations, especially at a nascent stage,
are vulnerable to budget cycles as well as
political interference.
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In technology-adjacent sectors, Canadian
Crown corporations also have a mixed
record: Atomic Energy of Canada Limited
is a genuine success story, but the sector
has also produced cautionary tales of
procurement failures, cost overruns, and
institutions that outlived their mandate.

The most underappreciated risk, however,
is crowding out the emerging private sector
Canadian compute providers. Emerging
compute infrastructure builders that are

e

genuinely Canadian, such as Telus, Micro-
logic and eStrutxure, need a competitive
market to grow into. A Crown corporation
with preferred procurement status distorts
that market, which can potentially stunt
the domestic private capacity that Canada
also needs to build.

Finally, attracting and retaining the talent
needed to run frontier chip clusters is gen-
uinely difficult within public sector com-
pensation structures.
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Option 2: Hyperscaler-Led
Public-Private Partnership

10

Without a significant change in direction
from the federal government, the default
option for larger projects will be some sort
of long-term public-private partnership with
foreign hyperscaler cloud service provid-
ers who can provide the scale of compute
the government seeks to make available.

This is the model implicit in the federal
government’s 25-year cloud contracting
discussions with U.S. providers, and it is
the path of least resistance given how far
behind Canada currently sits in domestic
compute capacity.

The promise of the hyperscaler-led P3
model for public compute is that these
companies can deliver capacity quickly.

Hyperscalers have the ability to quickly
deliver what Canada urgently needs: fron-
tier chip clusters, like the NVIDIA Vera
Rubin and Grace Blackwell architecture
that train and run competitive Al models,
deployed at scale, with global redundancy
and mature operational infrastructure.'®

Microsoft’s announced $19 billion plan to
expand Al and cloud infrastructure in
Canada already includes new data centre
projects coming online in 2026 and an
increase in compute capacity nationwide."

For proponents, this represents real capa-
city delivered immediately, at no direct
capital cost to the government, with con-
tractual sovereignty protections attached.

As part of this push, Microsoft is commit-
ting to keep Canadian data on Canadian
soil, and writing into contracts that Mic-
rosoft will challenge foreign government
demands for Canadian data where it has
the legal grounds to do so.

However, as we have seen in earlier chap-
ters of Foundations of Digital Sovereignty,
the value of these commitments is dubi-
ous. Although a government agreement
could enshrine contractual obligations for
preserving sovereignty, these would not be
able to assure sovereignty and security in
the face of U.S. laws.
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In June 2025 testimony before a French
Senate committee, Microsoft France’s
Director of Public and Legal Affairs was
asked under oath whether he could guar-
antee that data could not be transmitted
to the U.S. government without French
approval. His answer was: “No, I cannot
guarantee that, but again, it has never
happened before.”*

Microsoft’s promise to “rigorously defend
the uninterrupted operation of cloud ser-
vices for Canadian government customers”
and fight any order to suspend operations
in Canada implicitly concedes that such
orders are legally possible.?! A promise to
resist using kill switches is not the same
as escaping the kill switch entirely.

The bottom line is that convenience and
expediency elides the risks to Canada’s
digital sovereignty. If the government is
essentially only acting as a customer to
enormous foreign corporations, we are
running up against a significant power
imbalance in any governance that Canada
attempts to impose.

While we may try to dictate Canadian
standards, or Canadian data usage rules,
the vendors would be able to respond
with a take-it-or-leave-it approach. And if
Canada’s starting point in this exercise is

prioritizing convenience and expedience
over real governance, it’s hard to imagine
that we would be willing to walk away.

The hyperscaler partnership model has a
legitimate role for commercial compute
workloads, capacity, and use cases where
data sensitivity is low and speed of access
is the dominant requirement. But it’s struc-
turally insufficient for any workload where
Canadian legal jurisdiction must be guar-
anteed: defence-adjacent systems, sensitive
government data, and research involving
personal or national security information.

In an environment where U.S. belligerence
is becoming increasingly worrying for
governments and businesses, organizations
might decide that even non-private, non-
security essential tasks might need to be
done on non-hyperscaler infrastructure.

A major risk with the hyperscaler P3
approach is that it further entrenches their
market dominance, in effect stifling nascent
Canadian alternatives.

Using it as the primary model for sovereign
compute would mean our sovereignty rests
on the contractual goodwill of American
corporations operating under American law
— which is precisely the dependency this
chapter argues Canada must reduce.

11
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Option 3: Canadian
Public-Private Partnership

12

A Canadian P3 is the most promising
middle path — faster and cheaper than
a Crown corp., more governable than a
hyperscaler deal — but only if the govern-
ance conditions attached to public funding
are binding and enforceable, which the
current Sovereign Compute Infrastructure
Program does not guarantee.

Unlike a Crown corporation, under a P3
model the government would not own the
infrastructure outright; instead, it would
use funding agreements, contractual obli-
gations, and regulatory conditions to steer
privately or institutionally operated systems
toward public interest outcomes. This is
broadly the model SCIP is already focused
on for building compute specifically for
research purposes. However, expanding
Canadian P3 options to also try to address
broader compute needs, rather than partner-
ing with U.S. hyperscalers, could lead to
greater compute sovereignty.

Proponents argue that co-investment lever-
ages private capital and operational exper-
tise, which the government does not have
in-house, accelerating build timelines and
reducing direct fiscal exposure.*

Canada has demonstrated capacity for this
model in adjacent sectors: ENCQOR 5G
brought together five global technology
leaders including one Canadian firm —
Ericsson, Ciena, IBM, Thales, and CGI —
with federal and provincial governments
in a $400 million partnership, and public
funds that were matched dollar-for-dollar
by the private sector.”

The result was real shared infrastructure:
a network of 5G testbeds giving Canadian
SMEs and researchers access to a state-of-
the-art development and testing platform.
A research-based partnership like this also
distributes risk if the technology or market
conditions shift.
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However, the structural limitations are
significant, and they matter more for
compute sovereignty than they did for 5G
testbeds. ENCQOR worked because it was
an innovation access model: a P3 designed
to enable SMEs and researchers to test and
scale pre-commercialized applications.* It
was not a permanent sovereign infrastruc-
ture play and it relied on several foreign
multinationals alongside the Canadian firm
CGI. The anchor firms retained control of
their underlying technology throughout.

In the case of sovereign compute, the
partnership would need to produce infra-
structure that is Canadian-governed perm-
anently, operationally independent from
foreign legal regimes, and accountable to
public interest mandates over decades. This
would be far beyond the scope of what
ENCQOR was designed or tested to deliver.

On longer timeline, Canadian partner firms
that scale globally would potentially want
to leave the consortium, build their own
infrastructure if they aim to scale, or they
could be acquired by foreign firms, creating
a backdoor for non-sovereign actors.

There are also long-running critiques of the
P3 model that would be applicable to this
arrangement.

P3s tend to cost taxpayers more over the
long run, transfer less risk than advertised,
and produce accountability gaps that are
difficult to close after contracts are signed.

A Canadian P3 for compute also faces a
partner problem — the domestic firms
capable of building at the required scale
are few, meaning the natural co-investors
are either U.S. hyperscalers or foreign
hardware vendors, both of which reintro-
duce sovereignty exposure the Canadian-
focused partnership was meant to solve.

Furthermore, the few Canadian firms that
are eligible for such a project are likely to
be subject to U.S. jurisdiction themselves
through the CLOUD Act — any Canadian
company with enough of a presence in the
U.S. is captured.”

These risks can be mitigated to some extent
with appropriate governance, for example
through robust contractual requirements or
the modernization of Canada’s blocking
statute, as proposed earlier.

All challenges aside, such a partnership
might be very successful if the government
chooses to commit to the approach and
seeks to secure private capital and funding
from Canadian institutional funds.

13
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Option 4: Fully Private,
Market-Led, and Regulated

14

A fully private model might be appropriate
for what Canadian businesses and consum-
ers need from compute most of the time.

However, the Cohere case illustrates its
structural limit: when Canadian firms lack
the scale to build independently, ‘private
Canadian’ rapidly transforms into ‘private
American’ with some sovereignty washing
to make it seem acceptable.

Proponents of a completely private market
approach might argue that government
ownership and partnership arrangements
crowd out private investment, distort
market signals, and produce the kind of
procurement inefficiencies and cost over-
runs that have plagued public infrastructure
projects across multiple sectors.

The private sector moves faster, operates
leaner, and has stronger incentives to keep
pace with rapidly evolving hardware gen-
erations — a genuine advantage in a sector
where the frontier shifts every 18 months.

Canada already has a version of this logic
at work: the federal government’s $240
million investment in Cohere’s $725
million project to expand domestic com-
pute capacity in Canada was explicitly
framed as crowding in private capital, with
the government acting as anchor investor
rather than owner.*

Taking a hands-off approach and letting
the private market handle everything is
also a more attractive option for the people
who argue that we don’t really need to
worry about foreign interference under the
CLOUD Act and FISA.

We would argue that this position is short-
sighted and perpetuates the same kinds of
mistakes about technology governance that
Canada has been making for decades, in
allowing the complete capture and foreign
control of our digital infrastructure.

But the critical weakness of this model
surfaces in the Cohere case itself.
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Cohere used the federal funding to partner
with CoreWeave, a U.S. Al infrastructure
company, to build the $725 million data
centre project.

The government contract contained no
requirement to choose a Canadian supplier,
so the money ultimately went to an Amer-
ican firm to build the infrastructure.”” This
is the structural problem with market-led
compute. We are dealing with a market that
American companies dominate. Without a
clear and coherent strategy, foreign firms
will maintain that dominance and Cana-
dian companies will offer ‘sovereignty’ as
a service but actually ultimately serve as a
backdoor for foreign interests.

Building data centres locally doesn’t guar-
antee digital sovereignty if those facilities
are run by foreign entities.

Private Canadian firms competing at the
frontier will consistently face pressure to
partner with U.S. firms that have prefer-
ential access to Nvidia chips, CoreWeave
infrastructure, and U.S. capital markets.

Regulation can set residency and gover-
nance floors, but it cannot manufacture
Canadian-owned capacity that does not yet
exist, and it can’t insulate privately owned
infrastructure from foreign legal regimes
any more than contractual promises can.

15
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A Sovereign Compute
Strategy That Works

16

The four models examined here are not
equally suited to every compute need, and
Canada is unlikely to end up with a pure
version of any one of them. The most
sensible outcome is a layered architecture:
different models applied to different use
cases based on the sovereignty require-
ments, security classification, and public
interest obligations each context demands.

The fully private model might be appro-
priate for commercial compute. The hyper-
scaler partnership could have a legitimate
role for workloads where sovereignty
requirements are limited and speed is the
dominant concern.

The Canadian P3 is the most promising
middle path if, and only if, the governance

conditions attached to public funding are
binding, enforceable, and designed to
produce permanent Canadian-anchored in-
frastructure instead of time-limited access.

The Crown corporation remains the stron-
gest sovereignty instrument for the work-
loads where legal jurisdiction, operational
control, and embedded governance are
non-negotiable — and those workloads
exist, and will grow.

In assessing what option, or what mix of
options Canada should weave together for
our compute needs, there will be a need
to take a variable geometry approach as
mentioned by Prime Minister Carney and
expanded upon in great detail for the Al
context by Professor Mark Daley.?®
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Assessing how dual-use, how secret and
secure, and how strategically important a
task or technology is will be essential in
determining what the best compute supp-
lier and associated arrangement might be.

But ultimately some form of publicly
accessible option will be necessary.

What the analysis makes clear is that
structural choice for Canadian sovereign
compute can’t be separated from the prior
question of what sovereignty requires.

The federal government’s current approach
defines sovereignty primarily in terms of
locating infrastructure in Canada, priori-
tizes speed over institutional permanence,
and routes most public investment through
private and P3 channels.

That may be the right set of trade-offs for
some compute needs. However, it is not
sufficient for all of them. The program as
designed does not create the institutional
architecture to govern the infrastructure it
is building over the long run.

17
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Solutions

In order to build the necessary compute to meet
Canada’s strategic needs, there will need to be
a structured and principled effort to determine
what those needs are and what model suits it

best. The government of Canada can do this by:

Laying out a clear strategic plan on what areas of compute

will be mission critical, choosing domains and areas of research that we are
seeking to lead on.

Mapping that strategy around security, privacy, and sovereignty needs to
determine what model of public compute is best.

8 Choosing between either a Crown corporation or a Canadian-

led P3 option, or potentially a mix of both, that can meet the strategic needs
outlined in the strategy and sovereignty mapping.

Compute infrastructure is not the foundation of Canada’s digital sovereignty — governance
is. But governance without infrastructure is incomplete. A country that sets excellent rules
over systems it doesn’t own, cannot access affordably, and cannot insulate from foreign legal
regimes will find those rules tested at precisely the moments they matter most.
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