How does Palantir's consolidation of power through
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Executive Summary

Palantir's consolidation of power, driven by political favoritism, fundamentally restructures
the governance of federal data infrastructure by centralizing data into proprietary
algorithmic systems, thereby creating vendor lock-in. While this approach enhances
immediate operational speed and eliminates legacy fragmentation, evidence suggests it
erodes bureaucratic accountability through opaque decision-making processes and stifles
competitive stability in the U.S. public sector by making it prohibitively expensive for

agencies to switch vendors.

Key Findings

Political Favoritism Restructures Federal Data Governance

Political favoritism, defined by a "revolving door" of personnel, concentrated lobbying, and
sole-source contracting, actively displaces merit-based competition in federal data
infrastructure governance [7, 10, 13, 15]. Key officials, including Federal Chief Information
Officer Gregory Barbaccia and HHS CIO Clark Minor, previously worked at Palantir [7,
15]. The company spent over $6 million lobbying in 2025 and hired over 50 lobbyists to
influence congressional oversight, with 25 out of 38 Palantir lobbyists in 2024 having prior

government experience [7, 8, 10].

This influence facilitates sole-source agreements, such as the USDA's initial $3.9 million
contract for employee surveillance, which could grow to $13.3 million [6]. Agency
leadership, including the Department of Homeland Security Secretary's office, has
explicitly mandated the purchase of Palantir software despite internal concerns, indicating
a "level of capture” [15]. This approach aligns with the administration's "One Big Beautiful
Dataset" executive order to connect siloed data [2, 7, 15], but it overrides cost-merit and



open bidding, centralizing governance around a single private entity.

Vendor Lock-in and Technical Dependencies Create Higher Long-Term
Costs

Palantir's consolidation effectively eliminates legacy data fragmentation by connecting
disparate datasets across federal agencies, establishing a "single source of truth" that
enhances operational efficiency [7, 15]. For example, Palantir tools enable the IRS to link
millions of records across tax and other federal databases [7].

However, this consolidation creates self-reinforcing vendor lock-in through embedded
technical dependencies and political favoritism, often at a higher long-term cost. Palantir's
"forward-deployed engineers" model embeds company staff directly within agencies,
fostering institutional dependence [15]. The proprietary architecture, which relies on cloud
infrastructure from major providers and Al models from companies like Anthropic and
OpenAl, operates as "black boxes," making decision-making processes opaque and
difficult to audit [4, 7, 11]. This lack of transparency limits independent auditing and
entrenches the vendor relationship [11].

Government officials consider Palantir's products "too expensive,” noting that systems at
the Federal Aviation Administration and the Food and Drug Administration face cost
challenges and are "significantly more expensive than alternatives” [15]. The Pentagon,
for instance, requested $2.3 billion over five years to roll out the Maven data analysis
system across all military branches [7]. Immigration and Customs Enforcement (ICE)
holds contracts totaling at least $248.3 million, including a $49.9 million five-year renewal
for the Investigative Case Management system and a $30 million deal in April 2025 for an
"Immigration OS" [9, 14, 18]. Palantir also won a $385 million Department of Veterans
Affairs NCVAS Platform contract in October 2025 [22]. This reliance on a single powerful
private entity stifles open competition and strains agency budgets [6, 15].

Algorithmic Processing Obscures Accountability Despite Enhanced
Data Connections

The shift to Palantir's algorithmic processing enhances audit trails by connecting
previously siloed datasets and identifying hidden connections, which federal agencies
use to detect fraud and waste [7, 15]. The IRS uses these tools to find links within tax
databases, and the USDA pilots fraud detection for SNAP benefits [6, 7, 15, 16]. The
administration's "One Big Beautiful Dataset" initiative mandates data sharing to combat



fraud, creating a centralized system for tracking information [1, 2, 12].

However, this consolidation obscures decision logic and complicates the assignment of
administrative blame. The Al systems introduce "black box problems" where
decision-making processes are unclear, even to developers, fracturing accountability [4,
11]. When algorithms flag individuals for investigations or deny benefits, the underlying
reasoning is often difficult to explain or reproduce, complicating audits [4]. Reliance on
private vendors increases information gaps and limits independent auditing, making it
difficult to assign blame when algorithmic decisions go wrong [11]. Machine learning
patterns can also reproduce existing biases, leading to errors that freeze benefits or
trigger investigations without clear legal guardrails [2, 3].

Specific instances of bureaucratic error or policy misalignment attributed to Palantir's
algorithmic processing include:

- ICE: Algorithmic tools produced false positives, flagged innocent people, froze
benefits, or triggered investigations, while also erasing records of vulnerable groups [2].
Contracts for these systems total at least $248.3 million [9, 14, 18].

- USDA: A sole-source contract for employee surveillance, costing an initial $3.9
million, subjected workers to constant scrutiny [6].

- FAA and FDA: Both agencies faced budget misalignments due to Palantir's
systems being "significantly more expensive than alternatives” [15].

- Department of Government Efficiency (DOGE): Launched in February 2025,
DOGE aggressively collected sensitive data across agencies, creating an
"unprecedented surveillance infrastructure" that risks Fourth Amendment privacy rights
[6, 15]. Palantir publicly denied building a unified database of Americans' personal
information, calling reports "blatantly untrue"” [2], while other reports state the
administration expanded Palantir's work to compile this data [5].

- VA and SSA: Implemented employee surveillance programs to passively gather
daily occupancy counts across 311 administrative locations [6].

Palantir's consolidation efforts explicitly replaced formal data governance protocols. It
proposed rewriting the draft Federal Data Strategy to prioritize governance embedded
directly within technical platforms over traditional bureaucratic frameworks [1, 6, 19]. At
the IRS, Palantir's technology replaced operational standards for inter-agency data
transfer, creating a new "mega” API that bypassed "need-to-know" principles required by
the Tax Reform Act of 1976 [21]. At the FDA, it recommended that technical infrastructure
directly translate policies into electronically enforced, platform-embedded rules [20].



Furthermore, a March 20, 2025 Executive Order mandated full access to all unclassified
agency records, effectively overriding existing inter-agency coordination protections and
the system-centric model of the Privacy Act of 1974 [4, 14, 17].

Competitive Stability Degrades Through Privatization and Vendor
Dominance

Palantir's current consolidation differs from historical U.S. public sector modernization
efforts by privatizing core data infrastructure rather than building standardized public
utilities. While historical initiatives focused on direct government investment to
standardize internal agency systems [1, 2, 12], Palantir achieves this by embedding
proprietary algorithms and relying heavily on private contractors. In 2025, contractors
developed 63% of over 1,600 federal Al use cases, rising to 72% for fully deployed
systems [4]. This transforms data governance into a hybrid model within private digital
ecosystems [11].

This shift enhances immediate operational speed by consolidating fragmented legacy
systems into a "single source of truth," enabling rapid integration and proactive
problem-solving like real-time fraud detection [4, 11, 15]. However, this comes at the cost
of long-term bureaucratic agility and competitive stability. The "forward-deployed
engineers" model creates deep technical dependencies, and sole-source contracts, such
as the USDA's no-bid agreement, make switching vendors prohibitively expensive [6, 15].

The "revolving door" of personnel between Palantir and federal leadership distorts agency
procurement priorities, primarily securing market dominance rather than guaranteeing
sustained cost efficiency [6, 13, 15]. Palantir's U.S. federal contract awards nearly
doubled in 2025 to $970.5 million [23]. While specific market share percentages for
competitors are not available, the General Services Administration (GSA) issued a
directive in February 2026 instructing agencies to terminate contracts with top consulting
firms in favor of GSA-backed internal teams, indicating a broader shift in federal
procurement strategy [5]. This monopolization erodes bureaucratic accountability by
obscuring decision logic and limits institutional adaptability and oversight [6, 11, 15].

Implications

Palantir's consolidation of federal data infrastructure through political favoritism implies a
significant shift towards a privatized, centralized data governance model. While this



model offers immediate benefits in terms of data integration and operational efficiency, it
introduces substantial risks to bureaucratic accountability due to the opacity of proprietary
"black box" algorithms and the difficulty in assigning administrative blame for errors. For
the competitive stability of the U.S. public sector, this approach fosters vendor lock-in,
drives up long-term costs, and stifles open competition, potentially leading to a less
adaptable and more dependent federal data ecosystem.

Limitations and Caveats

The research provides qualitative assessments of cost implications and competitive
dynamics but lacks specific quantitative data, such as the percentage increase in annual
licensing and maintenance fees for key agencies from 2020 to 2026, or precise market
share percentages for Palantir's competitors within the federal data infrastructure sector
[15]. Direct empirical data on the long-term competitive impact of this consolidation is also
limited, making some conclusions about sustained competitive stability provisional.
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