How does Palantir's demonstrated capacity to expose
government fraud more effectively than critics admit
alter long-term accountability structures and systemic
risk within public institutions?
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Executive Summary

Evidence suggests Palantir's demonstrated capacity to expose government fraud
primarily strengthens long-term accountability by enhancing procedural transparency and
managerial control through auditable action logs, thereby reducing bureaucratic
arbitrariness. However, concerns persist regarding the opacity of its proprietary
algorithms, which may obscure the fundamental criteria for fraud detection and challenge
substantive democratic oversight, creating a tension between efficiency and
comprehensive accountability. The long-term systemic impacts are still emerging, and
genuine methodological debate exists on how to interpret the balance between
procedural and substantive accountability.

Key Findings

Enhanced Fraud Detection and Managerial Control

Palantir's platforms have significantly enhanced government fraud detection capabilities
across various federal and state agencies, processing billions of dollars weekly [14].
Specific implementations include the Recovery Accountability and Transparency Board in
2010, which used Palantir to screen entities receiving stimulus funds [2]. The IRS
Criminal Investigation division has utilized Palantir's Foundry platform since 2013 for
tasks such as selecting audits, tracing offshore accounts, and tracking cryptocurrency,
with cases that previously took years now beginning with algorithmic alerts [2, 8, 14]. As
of 2025, the U.S. Treasury's Office of Payment Integrity uses real-time machine-learning
risk models to flag high-risk federal payments, including tax refunds and disaster aid [14].
Fannie Mae launched an Al Crime Detection Unit in early 2025, scanning millions of
mortgage records nightly to proactively identify fraud patterns [14, 18]. State-level
initiatives in Minnesota, New York, Texas, California, and Florida have also deployed
cross-program Al systems combining various public datasets by 2025 [14]. California



agencies, for instance, have spent over $50 million with Palantir since 2009, using
Gotham to automate "Chronic Offender Bulletins” [10].

This enhanced capacity alters accountability structures by providing continuous decision
traces and improving managerial visibility [1]. Palantir's systems create immutable,
granular audit trails that meticulously record every user action, timestamp, and data
interaction, contributing to procedural transparency and reducing bureaucratic
arbitrariness by forcing adherence to defined protocols [9, 15, 16]. The Small Business
Administration (SBA) has expanded its use of Palantir software to accelerate pandemic
fraud crackdowns, standardizing fraud referrals and enhancing data analysis [19, 20].

Challenges to Substantive Accountability and Algorithmic Opacity

Despite improvements in procedural transparency, Palantir's proprietary black-box
algorithms introduce challenges to substantive accountability. While audit logs record
human actions, they do not reveal why the system flagged certain patterns, making it
difficult for democratic oversight to scrutinize the fundamental criteria for suspicion or to
challenge potential biases embedded in the algorithm [6, 11, 12]. This creates a
"bureaucratic black box" where interpretive authority over "fraud" definitions may shift
from public institutions to a private vendor [6, 11]. The public and even elected officials
often lack visibility into how Gotham's algorithms weigh data points or highlight
connections [11].

Systemic Risks and Democratic Legitimacy

The expansion of Palantir's role in government operations introduces several systemic
risks. Critics warn of increased government surveillance, particularly in immigration
enforcement and predictive policing, leading to concerns about state overreach and the
erosion of civil liberties [3, 17]. For example, in April 2025, Immigration and Customs
Enforcement (ICE) signed a $30 million contract with Palantir for a platform providing
near real-time visibility into migrants' movements and backgrounds [3]. ICE has spent
over $200 million on Palantir contracts, including for its Investigative Case Management
system [11].

Vendor lock-in is another significant risk, as government agencies become structurally
dependent on Palantir's platforms. Switching providers would entail substantial costs due
to the need to rebuild integrated data analytics workflows, reaccredit systems, and retrain
personnel [9, 11]. The UK Ministry of Defence (MoD) directly awarded Palantir a A£240



million contract in December 2025, citing "significant cost" as a reason to avoid changing
suppliers [4, 5, 7]. Additionally, algorithmic bias risks amplifying existing racial inequalities
if predictive tools are built on biased historical datasets [3, 12].

Regarding democratic legitimacy, while Al can enhance policy effectiveness and
responsiveness, it may moderately reduce input legitimacy by bypassing traditional
engagement channels and slightly reduce output legitimacy concerning equity in
outcomes [12].

Conflicting Views on Data Handling

Conflicting positions exist regarding Palantir's role in data compilation. Critics alleged in
May 2025 that Palantir was involved in creating a "master list" of personal information for
surveillance [8, 13]. Palantir explicitly denies this, stating it is a software provider and data
processor, not a data owner or collector, and that it is not a vendor on any master
database project to unify federal agency databases [8, 13].

Implications

Palantir's demonstrated capacity to expose government fraud has significant implications
for public institutions. The enhanced fraud detection capabilities, driven by advanced data
integration and Al, lead to greater efficiency and responsiveness in government
operations, potentially saving billions in public funds [14, 18, 19]. This procedural
transparency, through detailed audit logs, can foster greater trust in government
processes by reducing arbitrary decision-making and providing verifiable evidence for
oversight [1, 15, 16].

However, the reliance on proprietary, opaque algorithms creates a fundamental tension.
While the "what" of government action becomes more transparent, the "why" behind
algorithmic flags remains obscured, posing a challenge to substantive democratic
oversight and the ability to scrutinize potential biases [6, 11, 12]. This shift could
concentrate power in the hands of technical experts and algorithm designers, potentially
eroding public trust if the underlying logic of fraud detection cannot be independently
verified or challenged [12]. Furthermore, the systemic risks of expanded surveillance,
vendor lock-in, and algorithmic bias necessitate robust governance frameworks to
mitigate potential negative impacts on civil liberties and equitable outcomes [3, 9, 11, 17].



Limitations and Caveats

The long-term systemic impacts of Palantir's technologies on accountability structures are
still emerging, and the available evidence presents a methodological debate on how to
interpret the balance between procedural and substantive accountability. While Palantir's
audit logs provide clear procedural transparency, the proprietary nature of its algorithms
limits external scrutiny of the underlying decision-making logic. Direct quantitative data on
the precise long-term alterations to accountability structures and systemic risk across all
public institutions remains limited, often relying on case studies or qualitative
assessments.
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