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Chapter 1: Introduction

The study of America is the scrutiny of contradictions. It is, after all, a place
where unparalleled wealth is accompanied by extensive, grinding poverty.
Where else do we find the most advanced biomedical and health establishment
in the world, matched by the exclusion of tens of millions from healthcare? It is a
society with a reverence for individual rights and freedoms, but one which has
also fostered the largest per capita prison population in the world. Indeed, in
the land of ostensible equality and opportunity, the extent of class, race, and
gender inequalities often feels overwhelming. Some have argued that these so-
cial incongruities signal a decaying society, possibly even the decline of a US em-
pire, not dissimilar from the corrosive dynamics that extinguished ancient Rome
or allowed the sun to set on the British Empire (Wood, 2004; Ferguson, 2005;
Greer, 2014).

Americans, however, have neither viewed themselves with such grandeur
nor understood themselves operating within any predictable pattern of history.
On the contrary, a revolutionary historical narrative pervades American political
culture, with ‘exceptionalism’ remaining a constant refrain. The special brand of
US democracy and its faith in human progress, the capitalist marketplace, and
the individual will, ultimately, are thought to overcome all challenges. Most po-
litical economists and social theorists, of course, have viewed this proposition
with skepticism, focusing their criticism on the specificity of US capitalism,
with its strong neoliberal characteristics and grossly unequal social outcomes.
Nowhere in the capitalist world have the extensions of the free market been
as great as they have in the United States, where Nancy Fraser (2019) has argued
that the post-Reagan battle between reactionary neoliberals (Republican-led)
and progressive neoliberals (Democrat-led) has resulted in the hyper-reactionary
neoliberal brand of the Trump administration.

The political universe that Trump upended was highly restrictive. It was built around the
opposition between two versions of neoliberalism, distinguished chiefly on the axis of rec-
ognition. Granted, one could choose between multiculturalism and ethnonationalism. But
one was stuck, either way, with financialization and deindustrialization. With the menu
limited to progressive and reactionary neoliberalism, there was no force to oppose the dec-
imation of working-class and middle-class standards of living. Anti-neoliberal projects
were severely marginalized, if not simply excluded, from the public sphere (2019, p. 18).

This is not to say that neoliberal capitalism in the U.S. proceeds in a completely
unfettered fashion—US capital is subject to state regulation (both federal and
state), just like everywhere else in the world. But US political culture validates
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market competition across societal activities that are viewed elsewhere as inher-
ently public—from postal service to post-secondary education, from healthcare
to incarceration. Even in its willingness to project military power abroad, polit-
ical economists see the maintenance of an ‘empire of capital’, prying open soci-
eties to better accommodate the free movement of (especially US) capital (Wood,
2002).

Why should any of this come as a surprise? After all, this has long been the
age of neoliberalism, the history of which puts the Anglo-American world at the
cutting edge. The pedigree is difficult to deny: from the Reagan and Thatcher rev-
olutions, through ‘third way’ Clintonians and Blairites, and on to the full-blown
neoliberal fury of the Trump and Johnson administrations. Neoliberalism in
Anglo-American countries is said to be more than just the uptake of classical lib-
eral principles—rather, it is the unwavering disavowal of all things Keynesian
and the systematic dismantling of the institutions of post-war society (Peet,
2003). At the same time, however, more than a whiff of hypocrisy is notable
here, because this disavowal only seems to hold while capitalism is bullish in
nature. Whenever prospects for economic growth slow—the Savings & Loan Cri-
sis, Black Monday, the 2008 financial crisis, or the COVID 19 shutdown—even the
starkest free market advocates in Congress and elsewhere willingly endorse
multi-billion or trillion-dollar government interventions.

This book interrogates, beyond such bailouts, whether the ‘unbridled’ brand
of US neoliberalism, in fact, always holds true. Certainly, the financial crises list-
ed above demonstrate an especially free ranging financial market, with a good
deal of industry-friendly regulatory oversight. In that arena, it could be said
that the state has, intermittently, receded from view, allowing a much wider, un-
supervised ambit of corporate activity. And one would be correct for sensing a
more general ‘retreat of the state’ across a wide array of activities, as the specter
of ‘privatization’ seems ubiquitous at all levels of government. It has been esti-
mated, in fact, that of the $6 trillion in government spending across the U.S., at
least a full $1 trillion now goes to private companies (Ball, 2014). A large part of
that privatization dynamic, however, does not suggest the standard image of gov-
ernment ‘getting out of the way’. This work maintains that there has been a large-
scale movement of capital into central public policy domains, where government
retains and even builds on its dominant functions. More specifically, it argues
that part of the development of US neoliberalism involves adaptive accumula-
tion, a process in which capital allies or aligns itself with public objectives
and institutions, as a means to transform or reroute public revenues into private
profit streams. Along the way, corporate organizations ‘adapt’ their roles as pure
market actors, taking up and inhabiting quasi-public aspirations as a central
part of their commercial mission. The state, in all its complexities, proceeds
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with this relationship, as it both addresses budgetary dilemmas brought on by
regular rounds of austerity and extends or carves out new areas of accumulative
growth for corporate America.

The sectors involved range in scope and magnitude, from substantial to
enormous, but the present work does not presume to capture every manifesta-
tion of this process. Instead, it gives an indicative account of concrete cases
that challenges our sense of a hyper-neoliberal US political economy, where
the ‘rules of reproduction’ are not as self-evident as we might assume. Samuel
Knafo and Benno Teschke (2020) have made the argument that when we exam-
ine historically specific cases of capitalist development, it is imperative that we
not read the nature or outcome of their development from some inherent attrib-
utes of capitalism. In the authors’ words, there is a necessity to avoid, “a fetish-
ized conception,” where “[what] is conceptually rendered as an auto-generative
logic of action grates with the historical tracking of capitalism ... as a contested
and concrete process” (2020, p. 77). The authors seek “to open up space for re-
thinking capitalism as a historically open rather than theoretically-closed cate-
gory” (2020, p. 77). The utilization of adaptive accumulation to view the specific
nature of US political economy demands this same historically open perspective.
It requires that we consider the existence of a symbiotic relationship between
state and capital across a range of significant economic sectors, potentially, as
a constitutive part of American neoliberal development.

In order to make this argument, the work examines four separate arenas of
public policy—military, healthcare, education and incarceration—as cases in
which adaptive accumulation has taken hold. Taken together, these sectors
make up a very large portion of public and private spending and, as such, rep-
resent a large share of US economic activity. Cobbling together estimates from
only K-12 education, health, and incarceration, total government spending in
these areas amounted to almost $5 trillion in 2019 (Wagner and Rabuy, 2017;
Martin et al., 2021; Hanson, no date). Potentially, this reveals two possibilities
with respect to US political economy. The first, obviously, is that sectors of
such size exhibit a broad appeal for those seeking profit streams, as room to
transform public spending through adaptive accumulation remains extensive.
Second, and more important, it might be fair to say that US economic strength
is as reliant on these publicly-funded sectors as it is on the vitality of either
its domestic consumption of goods or its financial sector. This is significant, be-
cause within political economy, much of the sectoral spending involved would
be categorized as ‘unproductive’ components of economic activity. The implica-
tion is clear: in the heartland of neoliberal capitalism, publicly-funded sectors
actually constitute one of the differentia specifica that drives American capitalist
development. Rather than seeing them as either marginal attempts to ‘shore up’
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capitalism or bloated government spending, it might be better to understand
them as concrete specificities, integral to the US capitalist engine.

Before getting to these sectors, however, the second chapter provides the
basic outlines for adaptive accumulation as an interpretive lens. With the strate-
gic aim of readability, the chapter has been deliberately limited in size and con-
ceptual scope. Those looking for a long, meandering, or overly abstract survey of
literature on the state and political economy, or a ‘deep dive’ into value theory
and accumulation, will have to look elsewhere. The point here is to specify the
context of US neoliberalism, from which questions concerning the unique
form of US capitalist practices emerge. From this, the chapter positions adaptive
accumulation within a more critical set of perspectives on institutions, and it sets
out the various functions that such accumulation serves its participant social ac-
tors. Ultimately, the objective is an enhanced understanding of neoliberalism,
where we gain both a different version of ‘privatization’ and a more nuanced
view of what the public realm means for corporate actors.

The third chapter proceeds to an examination of the public policy sector in
which talk of state-supported capitalism all began: the military. Readers are, no
doubt, more than familiar with the notion of a ‘military-industrial complex’, and
it is the contemporary widespread application of that concept to other sectors
that motivates a re-examination of neoliberalism in the American context. Log-
ically, then, the work begins by examining the potential for adaptive accumula-
tion in US military matters. Importantly, the chapter goes beyond weapons pro-
curement issues usually involved in such discussions, as they have been both
well explored elsewhere and are not especially indicative of adaptive accumula-
tion. Instead, it highlights the more recent ways in which US military policy—as a
form of public policy—has redirected societal revenues into private profit
streams. This is a public policy process specific to the neoliberal era, and it dem-
onstrates the manner in which corporate actors have been ‘drafted’ into public
objectives, all with an eye to maintaining forward deployment capacities and
an increasingly expensive high-tech arsenal in the context of an uncertain
post-Cold War budgetary environment.

Following this, chapter four explores the domain that is often cited as the
only serious rival to defense spending: health and healthcare. Health constitutes
an immense area of activity, in which government involvement has grown, even
while the U.S. remains the leading case of free market health delivery worldwide.
Here, the argument is made that across several government-run or -regulated
healthcare structures, from Medicare to so-called healthcare exchanges, corpora-
tions have been able to insert private forms of healthcare purchasing and provi-
sion, supported by government payments and subsidies. It is well known that US
spending in health is typically twice as expensive as it is among its advanced in-
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dustrial counterparts, even as the latter systems tend to be far more universalized
and generous in their provisioning. The segmented nature of the US system, with
very uneven but generous government involvement, makes this terrain particu-
larly lucrative for capital. Cloaked in a shawl of concern for patients’ well-
being, health related corporations pursue a government-expanded terrain of
public spending that carefully avoids the price restricting chokehold of univer-
sality. In the face of adaptive accumulation, it is little wonder that when ‘Medi-
care For All’ rose as a meaningful possibility (along with Bernie Sanders’ cam-
paign in late Fall 2019), the concerted and interest-laden denunciation of its
‘fairness’ and ‘feasibility’ was deafening.

Chapter five furthers this exploration into social policy, with an examination
of education, where everything from programs like No Child Left Behind to the
vast private systems of post-secondary institutions are open to scrutiny. Limiting
its scope, however, the chapter considers the transformation of K-12 education,
with its attendant connection to the charter school movement. The struggle
around school transformation has been part of a process underway since the
Reagan administration—designating ‘crisis’ in the public school system and
identifying ‘lost’ schools and districts for conversion to ‘free’ charter organiza-
tions, a growing portion of which are for-profit or market-disciplined. Alongside
the relentless, localized push towards charterization and marketization, federal
and state legislation has cooperated with the standardization of curriculum, sup-
plying a quantification of performance standards that has generated a lucrative
parallel industry of tests, teaching materials and supplemental tutoring. As with
other forms of inequality, this conversion process is directed predominantly at
marginalized communities, where ‘failing schools’ come about as a result of
grossly depleted resources. This creates a self-fulfilling reality, whereby under re-
sourced, minority-populated public schools require ‘rescuing’ from the ostensi-
ble ineptitude of public management, clearing the ground for new forms of serv-
ice delivery. Alarmingly, however, the evidence points to little or no progress with
experimentation, unless union-busting of teachers, unequal access and redlining
of performance results is considered progress.

The race-infused elements of this political economy are further highlighted
within chapter six, an examination of the changing US incarceration system. The
scene set here is not a happy one, with a post-1980 political agenda that has
backed the execution of racist drug policies, ‘three strikes’ laws, and mandatory
sentencing guidelines. The end result is the largest prison population in the
world, with a grossly disproportionate black and Latino majority. In this context,
the private incarceration industry has grown at both the federal and state level,
providing fixed contracts based on per prisoner service payments. The grim pub-
lic function fulfilled by these companies has proven lucrative, and the conse-
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quences for prison populations, by all reports, are not good. In short, if correc-
tions and rehabilitation are the public function of federal and state prisons, the
entry of private actors complicates this with perverse dual imperatives to in-
crease prisoners and control costs, leading to less than humane conditions.
None of this is made less complicated by the recurring detainment of immi-
grants, an additional and enticing field of profit for prison corporations, with
less onerous regulations around standards than state or federal correction facili-
ties. Operating a majority of detainment facilities in this area, private corpora-
tions have benefitted from successive administration policies that have subjected
immigrants to ‘securitized’ and increasingly punitive conditions.

Overall, these cases render a picture that complicates our image of US polit-
ical economy as the archetype of neoliberalism. This is not to suggest that US
capitalism is now entirely state-led capitalism. On the contrary, it points towards
an interpretation of capitalist development that begins from concrete historical
circumstances. It cautions us from too quickly drawing the conclusion that prob-
lems associated with these sectors—high costs, poor quality control, dangerous
outcomes, and stepped-up racism—are merely the neoliberal product of state re-
treat, combined with an increasingly unbound market. Consistently, the circum-
stances of adaptive accumulation are more complicated. Instead, the state plays
a co-active role in carving out niche areas of service delivery, or it intervenes to
shore up an existing area of provision. Corporate actors, new and old, struggle
politically to participate in this largesse, but they also do so with full cognizance
of their new public persona. Whether this is draped in the patriotism necessary
for military service contracts, or the compassionate endeavor to preserve the
health and well-being of US citizens, this new pseudo-public character offers a
valuable shield from political criticism and, often, economic competition. And,
as we will see in the ensuing chapters, this is a part of the problem—the delivery
of public objectives by private actors often leads to suboptimal results, but pol-
icymakers see no choice once these systems are in place. The challenge for schol-
ars and practitioners alike, one taken up by this work, is to determine the degree
to which this embedded position of private actors is both a permanent and con-
stitutive element in the American political economy.
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Chapter 2: Adaptive Accumulation: Public
Objectives, Private Revenues

In the study of political economy, the debate concerning the role of the state in
capitalist accumulation has proven to be enduring. For theoretical aficionados,
the well-known Miliband-Poulantzas debate, along with its ensuing derivative
discussions, constitute a landmark in the understanding of the state’s relation-
ship with capitalism, but has still not resulted in settled and agreed-upon con-
clusions (Poulantzas, 1969; Miliband, 1970; Panitch, 1999; Jessop, 2008). The
state-capital relationship can take varied form over time, and it also varies by
geographic region. As such, rather than an over-generalizing set of assertions,
the more modest theoretical ambitions in this chapter pertain to a particular
set of contemporary dynamics in the United States, providing an updated elab-
oration of US political economy and neoliberalism. It is not an attempt to ‘re-in-
vent the wheel’ or claim that all hitherto political economy has somehow ‘got it
wrong’. The aim is to highlight the shape of and motivations for adaptive accu-
mulation as a significant factor within American neoliberalism, and its scope is
not intended to explain every element of US political economy. Readers seeking a
comprehensive theoretical exposition—i. e. in search of sweeping conceptual and
historical axioms—are recommended to look elsewhere. Intentionally brief in
reach, the chapter seeks to clarify a singular dynamic that the empirical cases
of this book hold in common—the sustained and strategic entry of private capital
in government-run US programs.

On the face of it, such an update might seem unnecessary. The prevailing
characterization of US political economy as uniquely Anglo-American could be
understood as sufficient to capture the most important components of the
state-capital relationship. By this characterization, the state is understood to
be minimalist or subordinated with regard to capitalist civil society. Institution-
alist approaches, for instance, have emphasized the robust flexibility afforded to
capital in the American context. From industrial relations to investment regimes,
from regulatory leniency to banking permissiveness, capital enjoys considerable
maneuverability in the U.S., which it is said to lack in most other advanced in-
dustrial countries. There is no doubt that ‘competitive advantage’ has been
sought by many countries by way of regulatory and institutional permissiveness,
but the US state has proven malleable in ways that offers comparatively more
flexibility for capital (Hollingsworth, 1997). Whether this flexibility and minimal-
ism is subject to derision or celebration has depended on ideological disposition,
as well as the time frame in which it has been considered. So-called shareholder
capitalism in the U.S. has been lauded by institutionalists for its innovative and
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dynamic growth potential, but also mildly criticized for its correlation with insta-
bility and crisis orientation. Either way, the institutional depiction of US capital-
ism remains the same: a lean state, supporting a highly fluid accumulation en-
vironment, both in finance and production arenas.

From an expressly critical standpoint, Marxist political economy has also
mixed the Anglo-American trajectory into its analysis of American neoliberalism.
While capitalist social relations are understood in global terms, there is no doubt
that the U.S. and the U.K. are taken as the states most disposed to capitalism as a
social force. For instance, ‘political Marxists’ have emphasized Anglo-American
accumulation patterns, which are said to differ historically from a European,
continental tradition. This is rooted largely in the differing historical circumstan-
ces in which the transition to capitalism took hold in different parts of the world.
Ellen Wood (1992), among others, has underlined the fact that capitalist produc-
tion finds its origins in agricultural England, and that it is in England where it
found its most unadulterated form. Whereas on the continent, centuries later,
the introduction of capitalism emerges in lock step with directed state policies,
capitalism in England had long since relegated the state to its most subservient
form. It is within the latter political tradition that US society, from its earliest
days, both embraced and developed petty agricultural production and, ultimate-
ly, the peculiar form of American capitalism, centered on a domestic market for
consumable goods. As Wood (1992) has put it, both the UK and the US have been

... most responsive to the pure logic of capitalism and to the imperatives of mass consumer
market. While other advanced industrial economies have more consistently utilized the in-
strumentalities of the state to enhance long-term market share, these two less adulterated
capitalisms have been more susceptible to the demands of short term profits (1992, p. 106).

Whether from an institutionalist or Marxist standpoint, this categorization of
American capitalism has merit, but it is surely important to avoid the temptation
to view its outcomes as a historical necessity. In this sense, it is productive to sit-
uate historical state and institutional forms in the American neoliberal context,
but this needs to be informed by the concrete specificities of the current era.
Not surprisingly, then, critical streams of institutionalist and Marxist studies
alike have called into question the necessity of viewing Anglo capitalisms
through a pre-arranged lens. For instance, some in institutionalist circles have
directly questioned the strict divide between liberal market economies (LMEs)
and coordinated market economies (CMESs), a division that holds very consistent-
ly through much of the literature (Goodin, 2003; Howell, 2003). David Coates
(2014) has argued that this division leads analysts to over-emphasize the more
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obvious differences, such as financial markets, industrial relations and labour
relations. And in the case of the U.S., such analyses tend to evade

... the close working relationship between the Pentagon and the US engineering industry,
between the oil industry and the Department of Energy, between large agribusinesses
and the Agriculture Department, and between large pharmaceutical companies and feder-
ally funded basic research and Medicare/Medicaid spending (2014, p. 173).

Similarly, the LME category itself tends to be underexplored, and it is instead
projected as simply lacking the fulsome public policy present in coordinated
economies. The danger is that Anglo-American political economies are consid-
ered solely as, “a residual category ... mostly characterized in negative terms,
that is, in terms of what they lack ... rather than analyzed in terms of alternative
logic that animates them” (Thelen, quoted in Howell 2003, 107).

Marxists, in turn, have further questioned the utility of categories attached to
historical institutionalism, and even those within Marxism itself. Greg Albo
(2005) has forcefully questioned the degree to which institutionalists tend to
reify the structures they seek to elucidate, attributing to them a determining ef-
fect. He points out that institutions possess a certain crystallized stability, but
they are ultimately constraining or enabling rules which are continuously subject
to power relations and social agents. Crucially, these “agents’ conflicting strat-
egies for reproduction continually transform and reorder these institutions”
(2005, p. 80). This suggests far less rigidity in the manner in which the institu-
tional structure of capitalism in any one region or country should be considered.
In this sense, history must, ultimately, be viewed as open and not entirely behol-
den to the historical structure running from past to present.

It is important to consider public policy and policy outcomes not as mere
‘predictables’, but rather as dynamic outcomes of agents’ actions in an institu-
tional matrix subject to historical change. In contemporary capitalist social rela-
tions, then, this requires that we understand the strategies of agents of neoliber-
al social structure, as well as their constraints and capacities within the complex
specificities of institutions and historical trajectory. Dennis Pilon (2015) has iden-
tified this practice, broadly, as ‘critical institutionalism’, suggesting that neolib-
eralism needs to be viewed simultaneously as the outcome of social structures
that shape social behavior and institutional structures subject to change through
social action. This means that “actors not only engage in action within a given
institutional matrix but, in certain circumstances, can reflexively reconstitute in-
stitutions and their resulting matrix” (Jessop, 2001, p. 1226). Ultimately, we are
left with a rendition of the contemporary period, in which the ‘rules of reproduc-
tion’ cannot be worked out from a predetermined institutional template. Instead,
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taking historical specificity more seriously should allow for the possibility of un-
expected outcomes (Knafo and Teschke, 2020).

With this in mind, a particular problem emerges in relation to the U.S., in-
sofar as the state takes on an accommodating but not-so-thin interventionist
role. Amidst the talk of unbridled US capitalism, there are, across multiple sec-
tors, increasing allusions to the existence of ‘industrial complexes’. These sug-
gestions, of course, harken back to the now legendary assertion by then Presi-
dent Dwight Eisenhower in his farewell address that a military-industrial
complex had emerged in the United States. Eisenhower, concerned about alarm-
ing budgetary scenarios, warned that this complex was exercising “total influ-
ence—economic, political, even spiritual—[and] is felt in every city, every State
house, every office of the Federal Government” (Fallows, 2002, p. 133). However,
outside of associated concepts like ‘revolving door’ and ‘iron triangles’, the in-
dustrial complex remains a very elusive concept in political economy. While con-
juring up images of a totalizing effort towards the industrial well-being of mili-
tary producers, both the contours and politico-economic status of complexes
remain hazy and conceptually immature, often easily associated with dismissi-
ble, conspiratorial thinking.

Nonetheless, the language of industrial complexes has become a popular
touchstone, referencing sectoral juggernauts that exhibit undue—often nega-
tive—influence on production, price, distribution, and politics. As such, beyond
references to military procurement, the arenas of health, incarceration and edu-
cation have now emerged as popular examples of industrial complexes. The re-
silience of this terminology directly challenges notions of the American state-
capital relationship as consistently minimalist and non-interventionist. To be
sure, the claim here is not that the US state has somehow entirely spurned its
facilitation of a leaner, more flexible form of capitalist accumulation—witness,
for instance, the US financial arena, with its well-documented state deregulation,
flurry of private transactions, and infusion of public money in the wake of cata-
strophic collapse (Henwood, 2011). But in other areas, the state maintains a reg-
ulatory mechanism that not only facilitates but utilizes the public domain—or a
perception of the public domain—to buoy the accumulation potential of capital.

Heidi Gerstenberger (2011), for instance, has criticized both institutionalist
and Marxist literature for conceptually neglecting some obviously counterintui-
tive outcomes within the politico-economic landscape.

If there has been discussion about the reasons for and the effects of privatizing social serv-
ices which, at least in some capitalist states, had been considered the obligation of the
state, reference to the privatization of prisons and of military services is rare. But what are
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we to do in theoretical terms about the fact that military services are increasingly organized in
the form of private business (2011, p. 77)?

This jarring reality places the US state in an unaccustomed light: a state that still
directs public revenues, maintains regulatory structure, but services its needs in
cooperation with corporate agents. It not only facilitates capital, but also mobi-
lizes public spending for the good of capital, not as a ‘bailout’ but as a structural
characteristic of public spending. This harnessing of corporations as public
agents sits at the center of adaptive accumulation, rendering a symbiotic rela-
tionship between state policy objectives and enhanced private revenue streams.
Ultimately, it captures a concrete manifestation of the dynamics highlighted with-
in critical institutionalism: the moment in which social agents seek to utilise
and/or change the terms of an institutional form, rather than have their action
delimited by it.

The concept of adaptive accumulation also exhibits a close affinity with
well-known arguments in political economy concerning neoliberalism, insofar
as it points to the social validation of market ‘efficiencies’ and the denounce-
ment of public spending ‘wastage’. Probably the most frequently cited work in
this regard is David Harvey’s notion of accumulation-by-dispossession. Harvey
(2005) argues that Marx’s concept of primitive accumulation, wherein social re-
lations, property possession and power are radically altered, need not be con-
fined historically to the original transition to capitalism. Rather, he describes
(largely by way of numerous examples) an ongoing and constitutive part of neo-
liberal capitalism as just that: the appropriation of old and new terrains upon
which to proceed with accumulation (2005, pp. 145-167). This can happen via
force as surely as it can occur through re-regulation, but the end goal is always
to enhance possibilities for private profits. The concept has certainly taken its fair
share of criticism, most notably for its unusually wide breadth, incorporating
such a large array of normal capitalist processes that its analytical purchase is
left open to question (Brenner, 2006). But it is worth noting that accumula-
tion-by-dispossession reawakened in political economic research the integral im-
portance of state power in ‘aiding and abetting’ increased capital accumulation
across a variety of circumstances. Rather than viewing neoliberalism through the
lens of ideological fervor on the part of the state, Harvey redirected our attention
to its complicity in a form of thievery or hijacking of non-capitalistic mechanisms
for instrumentalist, private objectives.

For all that is made of its theoretical broadness, accumulation-by-disposses-
sion still resonates in the current era, as privatization remains the default solu-
tion to almost any societal/organizational issue. As Harvey (2005) put it, the “...
reversion of common property rights won through years of hard class struggle
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(the right to a state pension, to welfare, to national healthcare) to the private do-
main has been one of the most egregious of all policies of dispossession pursued
in the name of neoliberal orthodoxy” (2005, p. 148). My own writing on biomed-
ical research and healthcare underlines this reality, pointing to a concerted push
to open up old (universal health) and new (intellectual property, trade in serv-
ices) arenas for private profit streams (Loeppky, 2010, 2014). But that research
also points to the shortfalls of dispossession, stressing the deliberate calcula-
tions of capital, particularly in its delicate entry into spheres of public interest.
Indeed, Harvey’s version of neoliberal practices positions the state and its citi-
zenry as subjects of considerable gullibility, while the fait accompli of ‘grand
theft public’ leaves their most prized and hard-earned possessions expropriated
by private actors. Importantly, however, the fate of the US public domain has
been more deliberately transformed, by state and corporate actors alike, in
ways that not only preserve its status and size, but also utilize its potential.

In this way, adaptive accumulation distances us from a singular image of ne-
oliberal change, associated with the archetype of lean regulation, state sell-offs,
and a general retrenchment from the public arena. The structures of public insti-
tutions can and do provide invaluable platforms from which to enter or expand
new avenues of private accumulation. Public objectives can be harnessed, such
that a stable stream of revenue flows for private actors undertaking public tasks,
ostensibly with a new integrity or effectiveness. The goal is not to remove the spec-
ter of government involvement or organization, but rather to subject its operational-
ization to private actors. In this sense, adaptive accumulation often involves advoca-
cy for stronger government involvement, not less. None of this follows a
predetermined path, and its outcomes are the subject of struggle between corpo-
rate agents, component parts of the state, and popular movements. Advanta-
geous policy structures are both fought for and defended, as they are “... treated
as products of action through time ... a pattern of social relations, which can be
competitive, oppositional and characterised by unequal power relations” (Jenson
and Mérand, 2010, p. 82). Adaptive accumulation highlights the attention paid
by corporate agents to read signals not only of the market but of legislative
and regulatory fields. The total effect of this—in health, military, education, pris-
ons—presents an image of American capitalism that, rather than being lean and
anti-interventionist, contains a strong dose of state largesse and corporate de-
pendence.

In the highly competitive environment that neoliberalism has spawned,
adaptive accumulation serves participant actors on a number of fronts. The
first of these is primary for any accumulative dynamic: profit. The opportunity
for profit stands at the center of all capitalist endeavors, but here profit can be
generated in a more stable and structured manner. Capital is able to utilize
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the stability of government functions, adapting them to the degree that is polit-
ically and momentarily feasible, in order to channel new or enhanced private re-
turns. And this, “need not always imply the erosion or dissolution of institution-
al formulations ... [but] can very well mean the maintenance or even expansion
of these formations,” all in an effort by a given industrial sector “... to firewall
itself from the debilitating effects of market competition” (Loeppky, 2010,
p. 62). In other words, with government monopsonies, comes a higher level of
predictability—guaranteed contracts, political lobbying and favoritism, and the
promise of expansion.

Governmental actors, too, find promise in this relationship, during an era in
which budgetary reach has been greatly curtailed. While it is consistently true
that government involvement in most areas has been under ideological siege
for some time, the social expectations placed on the state to ‘deliver’ does not
appear to have waned. In an ongoing era of austerity, when budgetary leanness
is the order of the day, public authorities at all levels struggle to deliver some-
thing—anything—to their constituents. This has been true in the US particularly
since the 1990s, as Congress sought to undue the spending trends of the previous
administration (while blaming Democrats). Cuts to Medicaid, welfare assistance,
and state block grants did, indeed, balance the federal budget. But rather than
signaling a new opportunity for social investment, budget success ushered in an
onslaught of tax reductions in the 2000s, thinning out the revenue base of both
federal and state governments, just as the Bush Administration mounted two
major military campaigns. In the post2008 environment, the Obama Administra-
tion made little headway in reversing this situation, with the revenue base only
modestly increased, at the cost of a gargantuan political struggle with Republi-
cans in Congress. Meanwhile, state and municipal budgets continue to labour
under constant strain, and the appetite for revenue boosting (raising taxes) at
the lower levels of government is paltry.

This is why the routinization of budgets through capped contracts is attrac-
tive to policymakers. When such fixed arrangements are tendered out to the most
competitive (or well connected) bidder, it meets the criteria of austerity while en-
suring an ongoing and central role for policymakers in the distribution and uti-
lization of public revenues. This is perfectly in line with those who have made
the assertion that neither neoliberalism nor globalization have occasioned the
dissolution or even retrenchment of the state (Panitch, 1994). On the contrary,
re-regulation along neoliberal lines requires no less of a state apparatus, simply
one that is more highly attuned to the needs of capital. Within this milieu, adap-
tive accumulation allows state agents to take political credit for managerial in-
tervention in public affairs; satisfies a politico-cultural thirst for ‘market-based
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solutions’; and affords them the luxury of distance from the day-to-day opera-
tions of public utility (with exceptions only in moments of scandal or crisis).

This leads to a second function of adaptive accumulation, whereby corpora-
tions exhibit a more productive—rather than merely hostile—relationship to pub-
lic institutions. In many areas of public policy, like prisons and education, there
is an assumption that policy goals will be pursued with a public, non-commodi-
fied purpose. A public mandate requires, in other words, that its execution will
not be for the purposes of profit accumulation, and privatization could only be
justified in the wake of evidence-based arguments (Jing, 2010). Unfortunately,
such rigorous scrutiny rarely holds and, instead, core governmental functions
are ceded to private actors through the construction of ‘crisis’. ‘Crisis’ is the ave-
nue by which reform agendas are promulgated and pursued, as public functions
under the weight of thinning revenues are positioned as under-performing, inef-
ficient, and on the edge of collapse. In these ostensible moments of peril, there is
a less-than-subtle neoliberal critique of state administrative capacity. Paradoxi-
cally, however, there is also the recognition that whatever public function is
being pursued, it has inherent value for society. Otherwise, why would its disso-
lution constitute a crisis?

It is this undercurrent of public value that offers both policymaker and cap-
ital alike the opportunity to enter into ‘accountability’ displays, making an exhi-
bition of public-private contracts through which services can be deployed in pre-
sumably more responsible ways. Labeling this uniquely as dispossession via
privatization (as in Harvey) bypasses an important point: there needs to be a
continuing presence of public utility—actual or otherwise—in order to legitimize
both the generation of public revenues and envelop participant corporations in
public responsibility. Policymakers are then said not to be opening the door for
private accumulation, but rather finding the most efficacious pathway to rescu-
ing public objectives, with both equity and quality in mind. Corporate bodies are
not just seeking new pathways to profit, but rather fulfilling valuable societal
functions. The objective is not simply to shore up ‘failed’ government functions,
but rather to carry them out in a transformed manner, such that the conversion
of public revenues into private accumulation is, in the first instance, the execu-
tion of legitimate public policy. This quasi-public status for private actors is why
remaining governmental function cannot disappear altogether in these sectors—
they provide both the signal of hope for society’s betterment (mostly through ap-
propriations) and the crisis-ridden (and resource-starved) institution for which
the private sector positions itself as the new public saviour.

Finally, we would be remiss to gloss over the fact that, in spite of available
evidence, adaptive accumulation seems to retain public appeal. There is no
shortage of defenders when it comes to market players’ involvement in govern-
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mental function. In this way, once private actors are an integral part of policy, a
third function of adaptive accumulation emerges: to stoke a broad public senti-
ment along reactionary lines. From the late 1970s, it remains true that consider-
able (or at least enough) public support for increasingly right-wing public policy
has furnished a political basis from which restructuring could proceed. And
therein lies the surprise: neoliberal arguments of ‘reform’ have proven highly at-
tractive to medium- to low-income populations, squarely running counter to
their actual material interests. The siphoning off of public revenues, growing in-
equality, accelerated achievement gaps, and irrationally aggressive law-and-
order practices all meet with relative acquiescence on the center-left and enthu-
siasm on the right. The active presence of corporate agents in policy—as patriotic
guardians of public purpose—upends the association of social justice to govern-
mental work. And to the extent that adaptive accumulation gains a stronger foot-
hold in areas of social delivery, the deeper seems to be the societal recoil when
these public-private arrangements are criticized.

Critics of neoliberalism—and especially current manifestations of right-wing
neoliberalism in the US—have typically positioned populist support as a form re-
vanchist politics. In moments of crisis, class anxiety can lead to a dangerous
form of authoritarian appeal, particularly in its intent to accord blame (Lang-
man, 2012). As such, one usually finds a quest to recover a morally superior
past, as well as a ‘status anxiety’ that derives from a sense of loss. This loss,
linked to an over-mythologized existence of the productive protestant work
ethic, is then connected to state intervention that is seen to be shoring up ‘para-
sitic’ classes (the poor, minorities, immigrants, etc.). This gives rise to resentment
that can be channeled at identifiable demographics—perhaps the oppressive
Northeastern liberal, black communities or unions. Bundled into the broad cat-
egory of the ‘undeserving’ and those who advocate on their behalf, these groups
become legitimate targets that are said to have sidestepped personal blame (and
responsibility) within a puritan, individualistic ethic. Martin Konings (2012) has
emphasized that this politics is anxiety driven, giving rise to a paradoxical back-
and-forth between resentment and redemption, through the adoption of hyper-
neoliberal values that, effectively, scorn a caricatured ‘other’. These values, in
turn, feed a needed sense of political agency, where a puritan brand of neoliberal
ideology offers the opportunity to discipline, leading to a personal purification
and a hoped-for redemptive return to an imagined republican polity.

Adaptive accumulation, then, contributes to an ethos in which not only cor-
porate agency is sanctified, but state involvement is vilified and treated with
scorn. Local communities continue to advocate for the expansion of private pris-
ons in their districts, and the charter school movement has never been so pop-
ular. Over the past few decades, little has blocked the dynamic growth in these
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public policy arenas, and each has primed itself for expansion on a yearly basis.
There are moments in which public criticism seems to catch fire in political cir-
cles, but just as quickly, it is spirited away. The interventions of Black Lives Mat-
ter, in the wake of media attention to police aggression and mass community
protest, has had an impact on public discussions of racialized incarceration
rates. Isolated moments of criticism for education companies have highlighted
the questionable basis upon which for-profit schools proceed. Perhaps most tell-
ingly, the eruption and then demonization of the Medicare for All proposal sig-
nals a deep seeded mistrust of the health industry but also, paradoxically, gov-
ernmental interruption of existing private healthcare. Simply put, there exists no
broad and sustained popular movement calling into question the operation of
private capital in profitable but often questionable relationships with core public
programs. And the mainstream of the Democratic party, along with the sharp-
ened edge of a now transformed Republican party, appear largely unequipped
to challenge this scenario.

Taken together, these three functional attributes foster the attractiveness of
adaptive accumulation within given policy areas, for both governmental and cor-
porate actors. But they also point to limitations in the conventional manner in
which US political economy is depicted. The portrayal of a lean, minimalist
state, with a free market of hyper-competitive actors, does not really capture
the circumstances of a very considerable portion of contemporary US neoliberal
practice. The problem with folding these circumstances into the mould of Anglo-
American neoliberalism is that it blinds us to the fact that such outcomes, “do
not emanate from the existence of some abstract and purified entity named
the market, but result from struggles over the institutions and regulations,
which define markets as concrete sites for economic activity” (Knafo and
Teschke, 2020, p. 90). Put another way, unbridled neoliberalism, quite simply,
is seen to unleash a torrent of private contracts, and this forms the basis upon
which the U.S. is compared to its peer countries, which are seen to have a greater
(and more successful) politico-cultural and institutional inclination towards gov-
ernmental intervention. However, as the cases below make clear, neither market
advocates in US governmental circles nor corporate actors are uniformly against
governmental intervention. On the contrary, governmental and corporate agents
have adapted their position on state involvement, innovating its form rather than
rejecting it outright. This innovative agency needs to be taken seriously, as it has
evolved to make up a very large—and problematic—component of US wealth ac-
cumulation. Such approaches to neoliberal accumulation are counter-intuitive,
because “knowing what is new about an innovation when it emerges is some-
thing difficult to grasp. It cannot be read off directly from the [politico-economic]
context in which it occurs” (2020, p. 94). As such, the remainder of this work is
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devoted to elucidating empirical cases of adaptive accumulation, with an eye to
understanding neoliberalism in terms that emanate from its actual historical re-
ality, rather than our rather stylized images of US capitalism.
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Chapter 3: The Military and Adaptive
Accumulation

The most extensive relationship that the US government has with private actors
is quite regularly—and rather casually—referred to as the ‘military-industrial
complex’ (MIC). This concept is meant to summarize a web of connections be-
tween Congressional payers, decision-making bureaucrats and industrial pro-
ducers, with officials moving between industry and government to bring about
oligopolistic profits through the weapons procurement process. Undoubtedly,
the productive outcome of this industrial complex reaches staggering propor-
tions: in 2015, while worldwide arms sales reached $370 billion, companies
based in the U.S. accounted for over $200 billion of those sales (SIPRI, 2016).
This is, in part, brought about by a political culture deeply imbued with themes
of militarism, national security, and threat discourse, and the bipartisan spend-
ing largesse of Congress on the Department of Defense (DOD) reflects the poten-
cy of this political culture. And the unwieldy nature of weapons spending has
been the subject of popular and academic analysis since Dwight D. Eisenhower’s
famous reference to the MIC in his presidential farewell address (Fallows, 2002).

This chapter, however, is not about weapons procurement, because it is not
an adaptive strategy, either on the part of business or the US government. While
it can be understood to have a public purpose, weapons production has always
involved the intertwined activities of corporations and government, with the lat-
ter explicitly relying on the former. Even before Eisenhower’s warning, there
never existed any meaningful, non-corporate alternative, and private producers,
while jockeying with one another to some degree, have never really had to adapt
their accumulation strategies, per se. More importantly, the regular process of
procurement contracts involves the production and then handover of military
hardware, albeit at bloated and politically-laden prices. There is no ensuing pub-
lic or quasi-public role for corporate actors in the wake of hardware production.

Stepping outside the purchase and sale of weaponry, it is instructive to con-
sider the nature of government expenditures across the entire US defense budg-
et, which reached $700 billion in 2018. Across this wider fiscal context, the prev-
alence of adaptive accumulation becomes more readily apparent. This chapter
explores the manner and extent to which DOD’s responsibilities as a public in-
stitution have more recently been handed off to private contractors, in the name
cost-saving, efficiency and long-term strategic viability. At the same time, it con-
siders the manner in which corporate actors have recognized and acted on the
opportunity to make the military a leaner institution. As it turns out, the imper-
atives of both an austerity-driven budget environment and the strategic demands

https://doi.org/10.1515/9783110761801-003

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. conlterns-of -use



EBSCChost -

3.1 Defense Policy as Public Policy =— 19

of a post-Cold War military apparatus generate profitable and long-term spheres
of private activity.

To do this, the chapter begins with a discussion of the military as an arena of
public policy. It does so to dissolve the artificial line—regularly utilized in US
budgetary discussions—between military and non-military spending. Foreign
policy is still public policy, albeit with an outward, geopolitical perspective,
and it serves public purpose. The chapter emphasizes the changing budgetary
demands that have emerged since the Cold War, with an eye to understanding
transformations in the public nature of the military’s activities. It then proceeds
to explore the altered conditions of military engagement, which involve private
contracting in an extensive and expanding manner. Along the way, the crux of
debate around such contracting has focused on precisely the issues germane
to public policy: citizens’/soldiers’ well-being, efficacy, and accountability.
Each of these has been indelibly altered while the potential for accumulation
among private contractors has grown. Finally, the chapter turns to the domestic
front, examining the changing conditions of US bases, where military policy
reaches more deeply into the daily lives of US citizens, and where private con-
tractors have entered the scene in a problematic manner. The total picture paint-
ed is one of military policy that feigns public objectives but that channels enor-
mous social wealth into corporate actors’ revenue streams, with the latter rarely
held to any measure of meaningful public accountability.

3.1 Defense Policy as Public Policy

In discussions of public policy, national security and defense matters are often—
if not always—handled in a compartmentalized fashion, ostensibly sheltered
from the political nature of domestic matters. On its face, defense is expected
to be both bipartisan and, to a large extent, apolitical. Paradoxically, this bipar-
tisanship is enforced through the almost guaranteed political firestorm that re-
sults from criticizing the military, an act mostly perceived as undercutting the
well-being of US service personnel. In a political culture where military honour
and the sanctity of the citizen-soldier are revered, dispassionate assessments of
defense-related budgets and policy are the subject of political caution. Anything
else invites charges of being ‘soft on defense’ or ‘against the troops’, which is ob-
viously unpalatable for any political actor.

This compartmentalization is as intellectual as it is political. Witness the di-
vision across academe between the study of political science/public policy and
that of security and defense programs. In the past, “the public policy field large-
ly ceded questions of traditional defense and national security policy to interna-
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tional relations and security scholars” (Archuleta, 2016, p. S51). Much of this di-
vision emerged during the Cold War and onward, but the autonomous ‘security
intellectual’ is still largely sectioned off from the confines of either political sci-
ence or public policy departments. Indeed, the emergence of ‘strategic studies’
programs, which morphed into security studies after the end of the Cold War,
has always suggested that the logic applicable to defense/military matters is sep-
arate from the study of politics or policy more generally. Whether it is in the logic
of deterrence, structural realism, geopolitics, or any other form of security dis-
course, socio-political understandings of military policy or the policy process re-
main, for the most part, sidelined. In a survey study of public policy research,
Brandon Archuleta (2016) has suggested that, “policy scholars should note
that there were practically no published articles relating to the Department of
the Defense—the nation’s largest bureaucracy—during the 2011 to 2015 window.
This is both revealing and disturbing” (2016, p. S56).

On a political level, this artificial division is made evident in the ongoing
budget process of sequestration, an instrument put in place during the Congres-
sional budgetary crisis of 2011. Under sequestration, a failure to find bipartisan
consensus on a long-term budget instigates automatic cuts across government
departments, equally impacting military and non-military spending. This ar-
rangement is designed to hurt each political party in the area they prioritize,
should they fail to make adequate political compromises. It is, of course, highly
debatable whether Democrats meaningfully ‘deprioritize’ defense spending, par-
ticularly when spending is contracted and sub-contracted in ways that affect vir-
tually every congressional district (Thorpe, 2010). More significantly for this dis-
cussion, however, sequestration also preserves military policy as an autonomous
sphere, defensible on non-budgetary grounds, such as national security, patrio-
tism, and military honour. Quite simply, how budgetary resources are appor-
tioned and utilized (the policy process) are subject to less scrutiny when held
up against these larger political and dramatic narratives.

In plain terms, however, defense policy is public policy, and the process by
which government revenues are distributed for either service or product should
be understood no differently than any other department. Currently, this is not the
case, as public revenues are viewed differently when appropriated for military
purpose. Whatever one’s moral or political disposition towards military activi-
ties, the fact remains that such activities bring no direct ‘returns on investment’.
They are public activities, orchestrated by public institutions and employees,
and they have distinctly public, non-monetary objectives, at least in an immedi-
ate sense. As such, they should be subject to the same assessment as other pub-
lic activities. Do they meet their stated objective? Who benefits from this public
policy? How has this policy changed over time, and have such changes affected

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

3.2 Peace Dividends: Do More with Less (or More?) — 21

the nature of its outcomes? Such assessments do reveal considerable alterations
over time, particularly since the Reagan administration, which ushered in a con-
tradictory blend of increased budgetary largesse and a stepped up approach to
austerity.

3.2 Peace Dividends: Do More with Less (or More?)

In retrospect, the 1980s amounted to a monumental and transformational period
in American military policy. The decade was bookended by two revolutionary
changes: the Reagan Revolution at the outset and the end of the Cold War as
the decade drew to a close. In the first, the Reagan administration manifested
a wider politico-ideological turn towards increasingly austerity-oriented govern-
ment, complemented (often in a contradictory fashion) by spikes in defense
spending. The philosophy of neoliberal governance has been well told else-
where, but it generally involved less government service; more individual re-
sponsibility; a redistributed (increasingly regressive) taxation base and, above
all, privatization (Harvey, 2011). The ideological lock hold that privatization
has held across particularly Anglo-American governments and societies has
manifested as a policy ‘cure-all’ to the quandaries of governance, wherein the
efficiencies of the marketplace are understood to correct the inefficiencies of bu-
reaucratic inertia. There is no reason that military decision makers should be im-
mune to this rhetoric, as “governments succumbed to an ideological trend to-
wards privatization of many of their functions: a whole raft of former state
responsibilities—including education, policing, and the operation of prisons—
were turned over to the marketplace” (Singer, 2005, p. 120). While many of
these areas will be considered in the chapters that follow, it is sufficient for
the purposes of this chapter that a general environment of market-friendly gov-
ernmental techniques has increasingly been the norm since the Reagan Admin-
istration.

The second stream of developments, the end of the Cold War and the col-
lapse of East European political regimes, ushered in an era of so-called peace
dividends. Without the ongoing perception of threat emanating from the Warsaw
Pact, political justification for the large-scale projection of US military presence
became increasingly untenable. Up through the Clinton Administration and into
the first Bush Administration, defense spending was constrained, which gave
rise to an extensive rethink on the military positioning of the United States.
This was as much an academic as a practical exercise, conceptualizing what
the role of the military would be moving forward, and what constituted the cen-
tral ‘threats’ of the 21* century (Tuchman Mathews, 1989; Sorensen, 1990). And
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as the 1990s proceeded, the array of potential ‘threats’ for the US military seemed
to be growing rather than becoming more limited—terrorism, biological warfare,
humanitarian intervention, environmental security, drug wars, and the list went
on. As the costs of hardware outpaced inflation, and as the potentiality of re-
stricted budgets became a growing reality (particularly in the Clinton Adminis-
tration), the Department of Defense (DOD) was encouraged to do more with
less, a lesson it no doubt acted upon.

Through this transitional conceptual and budgetary period, there emerged a
renewed interest in both the so-called revolution in military affairs (RMA) and
the total force concept. In the former, the military re-evaluated its position in re-
lation to prevailing threats in the global environment. This re-evaluation suggest-
ed the need for war fighting capacity that did not focus on one massive cam-
paign, but instead the ability to project force on multiple fronts. Much of this
hinged on the progression of technologies—aerospace, missile technology,
drones, satellites, etc.—to ensure that the brunt of conflict could be orchestrated
remotely (Freedman, 1998; O’Hanlon, 1998). It also meant the aggressive devel-
opment and procurement of advanced military hardware, particularly those re-
lated to air power and precision weaponry. Armed with enhanced technology,
America could conceivably fight emergent threats in locales where the conven-
tional insertion of its fighting force would present costly challenges. The main-
tenance of advanced hardware on this level is increasingly expensive to main-
tain. As such, budgetary pressure in this arena, with the exception of brief
restraint during the Clinton Administration, has never really subsided and, argu-
ably, has intensified.

Simultaneously, the post-Cold War world’s peace prospects brought calls for
a reduced fighting force, as the central threat of Soviet (and then Russian) power
projection receded. The necessity of standing professional personnel was dimin-
ished, with a fall back to continental defense and more limited engagement
abroad. With this, the notion of total force utilization was revitalized, mostly fo-
cused on the total combined utilization of professional personnel, reserve forces
and national guard units. This was not in itself a transformation; the total force
concept had been in play for decades before the fall of the Berlin Wall and was
debated extensively through the Vietnam War (Correll, 2011). But the implica-
tions of such policies were surely foreseeable: with a heavier segment of forces
constituted by non-professional personnel (voluntary or involuntary), the politi-
cal liability of deployment became much greater. When combined with both aus-
terity politics and the ever-increasing procurement demands of DOD, an inevita-
ble series of changes to personnel would emerge, with an eye to reducing this
political liability.

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

3.3 Transforming Power Projection Abroad =—— 23

It is worth restating here that the objective of adaptive accumulation is not
merely to shore up perceived public failings; it is to transform public functions
into politically legitimated private revenue streams. Both public figures and pri-
vate actors envision the opportune moment to create new arenas of investment
growth and durable government contracting. And, as with all things DOD, this
would not be on a small scale. Armed forces, especially those deployed, require
a great deal of logistic, technical and supportive infrastructure. And, convention-
ally, the military—as a public institution—has rounded out this infrastructure
with a personnel force that is widely varying in its skillset and largely self-suffi-
cient in its capacities. Doctors, cooks, clerks, engineers, and an endless list of
infrastructural support personnel have made this self-sufficiency possible.

Since all personnel—militarily engaged or otherwise—remain both a large
budgetary component and politically sensitive in periods of deployment, the
possibility that non-public, market actors could ‘voluntarily’ fill some of these
positions has been presented as an attractive prospect. It is certainly the case
that large infrastructural sections of the military labor force require no formal
military or combat training and are, thus, serviceable by outside contract. Con-
tracting, in turn, appears to further a two-fold objective. In budgetary terms, set
contracts with private corporations suggest sound fiscal management, with fixed
global payouts and seemingly more effective market-inspired (not bureaucratic)
management. In political terms, then, the public image of deployment can be fo-
cused on only professional forces, appearing to reduce the number of US military
personnel in harm’s way. All of this has led to a pattern of US military spending
over the last two decades which has dramatically widened and accelerated the
transfer of public funds to private actors.

3.3 Transforming Power Projection Abroad

What was once a minor phenomenon within US force projection is now a major
element of its military deployments. Wherever one falls on the desirability of an
enlarged defense budget (e. g. so-called hawks vs. doves), the introduction of pri-
vate provision in war-fighting capabilities raises immediate and large-scale con-
cerns, not the least of which is public accountability. In general, DOD has a con-
tracted workforce which amounts to about 33 percent of its active duty force, a
number estimated at 710,000 in 2011 (US Government Accountability Office,
2013, p. 8). As a general trend, these numbers are certainly high, but they are de-
monstrably more alarming when considered in the context of deployment. While
from WWII to the First Persian Gulf War, contracting amounted to 5-10 percent
of personnel deployment, subsequent US campaigns relied much more heavily
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on such arrangements. In the Balkans, Afghanistan and Iraq, private contracting
as a component of total US deployment exceeded 50 percent (Schwartz and
Swain, 2011, p. 2). This contracting represents a staggering alteration in the man-
ner in which DOD has utilized public revenues during contingency operations.
DOD has moved swiftly since the First Gulf War to ramp up its contingency
operations via market contracting, ensuring that US military adventurism is both
politically less sensitive and, along the way, a lucrative profit sphere. The most
controversial element of this projection has undoubtedly been the utilization of
private military forces (PMF), in order to bolster US operations in a manner that
simultaneously reduces the exposure of US military personnel. PMFs are corpo-
rate organizations that fill a variety of roles in relation to force projection, from
military advising to logistical support. According to Peter Singer (2005),

[the] industry is divided into three basic sectors: military provider firms (also known as
“private security firms”), which offer tactical military services, including actual combat
services, to clients; military consulting services, which employ retired officers to provide
strategic advice and military training; and military support firms, which provide logistics,
intelligence and maintenance services to armed forces, allowing the latter’s soldiers to con-
centrate on combat and reducing their government’s need to recruit more troops or call up
more reserves (2005, p. 120).

DOD utilizes a very extensive workforce that is based on private security firms of
one sort or another. By 2010, there were over 260,000 personnel contracted in
the field by DOD, State and USAID, but over 200,000 of these were contracted
by Defense. The fact that this figure, which varies over time, often exceeds the
numbers that are publicly employed suggests a remarkable reliance on non-de-
fense personnel (Commission on Wartime Contracting in Iraq and Afghanistan,
2011, p. 20).

Certainly, the most acute cases of controversy in relation to PMFs are those
instances in which the potential for combat or violent activity exists. This in-
volves personnel who work in convoy escort, personal security or general base
security, who are subject to extensive risk. The utilization of such forces can
be surprisingly large, rising to over 15,000 in Afghanistan by 2011. As missions
became subject to the ‘light footprint’ approach of the Obama Administration,
so too did the less-than visible use of contracting in both Afghanistan and
Iraq, where, respectively, a contractor-to-military ratio of 3:1 and 2:1 became
the norm (Zenko, 2016). One major difficulty with the utilization of such forces
is that they are not subject to the same rules of engagement as a publicly em-
ployed soldier. There is an unregulated ethos that surrounds their deployment,
and their training, activities and methods largely go unverified. As such, any po-
tential or real engagement in combat situations is not subject to the same proc-
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ess of public accountability, either in terms of its effect on the surrounding pop-
ulation or in the safety and well-being of these same personnel. Ultimately, there
is no way to quantify the overall impact of PMF forces, but the fact that not one
PMF contractor has been held to account in Iraq, even following Abu Ghraib and
various Blackwater scandals, speaks volumes (Singer, 2005, pp. 127-128).

At the same time, the stark reality of contractor deaths is also quite telling.
Between 2001 and 2011, there were 6,131 deaths among US military personnel,
but there were also 2,429 deaths among privately contracted forces (Commission
on Wartime Contracting in Iraq and Afghanistan, 2011, p. 31). Given that the total
number of US combat forces throughout that time period was enormous, the
casualty ratio for privately contracted forces (involved in combat) were astro-
nomically higher. And this higher ratio was brought into dramatic relief under
the Obama administration, during which more private contractors died than
US military personnel. Even with such casualty ratios, there is no public outcry
over the loss of these personnel; indeed, there is little public reflection on the
matter at all. The difference with deaths in relation to PMFs is the weak respon-
sibility demonstrated by corporations on reporting, along with their detachment
from public policy and accountability.

Incidences of combat or violence outside the military chain of command did
not evolve haphazardly or by accident. Both political figures and corporate ac-
tors prefer this arrangement:

Giving birth to such markets is just one of the many ways that contractors encourage dan-
gerous policymaking. Unlike the Pentagon or CIA, private military companies do not report
to Congress, circumventing democratic accountability of the armed forces. Worse, they
shield themselves from inquiry by invoking the need to protect proprietary information
and are not subject to Freedom of Information Act requests, unlike the military or intelli-
gence community. This makes them ideal for dangerous missions requiring plausible deni-
ability. Sometimes, even Congress can’t find out what these firms do (McFate, 2016).

Cloaked in proprietary secrecy, the utilization of these forces in combat situa-
tions has been carefully nurtured across corporate and political lines. There
has been a deliberate re-drawing of the boundaries that nominally demarcate
‘mercenary’ from legitimate combat behaviours. In this regard, PMF actions
are carefully portrayed as ‘self-defense’ by their supporters, legitimizing their ac-
tivities in the face of the ‘anti-mercenary’ norm (Petersohn, 2014). This re-char-
acterization has been underway in Congressional circles since the Bush admin-
istration, whereby testimony given on behalf of PMFs, buttressed by select
political figures, has strenuously insisted that private forces are tasked with se-
curity and threat avoidance, not progressive combat (2014, p. 489).
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The discursive shift to ‘self-defense’ in the face of unambiguous combat in-
volvement allows for a powerful representational tool in relation to all PMF ac-
tivities. Corporations, from DynaCorp to Halliburton, are ostensibly not pursuing
profit, but instead protecting American well-being. The association of sacrifice
for public purpose (defending US troops and advancing US interests), while in-
sisting that they are not ‘guns for hire’, creates a virtuous rhetorical scenario. The
Obama administration could remain below or at the Congressional limit on de-
ployed US military in Iraq and Afghanistan, precisely because it could pay for
under-the-radar services of PMFs. Meanwhile, the private nature of such under-
takings could be registered politically as civic duty rather than profit accumula-
tion—this, despite the fact that a majority of combat-ready personnel hired on
contract are foreign nationals, presumably uninterested in US civic well-being
or the public purpose inherent in US national interests.

The combat component of PMF contracts, however, comprises a smaller per-
centage of their activities. In fact, privately-contracted infrastructural support
constitutes the mainstay of PMF revenues, and also the most lucrative. In line
with the abovementioned budgetary imperatives, military bases that can be con-
structed and maintained by private civilian forces eliminate DOD-orchestrated
tasks, ostensibly with an eye to costs savings. However, if such fixed contracts
hold the potential for cost savings, they are not immediately obvious to the cas-
ual observer, as DOD outlays for base support grew astronomically since the out-
set of the Afghanistan War. Such outlays, of course, translate into an expansive
growth of business proceeds for eligible corporations. All told, between 2001 and
2013, DOD’s estimated spending on such contracts totals $385 billion dollars
(Vine, 2014, p. 83). It is important to keep in mind that these tasks were once
publicly arranged and internally executed by the US military, now transformed
into private revenue streams and base service delivery.

Whether such transformations signal anything akin to efficiency is certainly
open to question. The Commission on Wartime Contracting (CWC) issued a “so-
bering but conservative estimate” of $31-60 billion in contract waste and fraud
in US operations in Afghanistan and Iraq (Commission on Wartime Contracting
in Iraq and Afghanistan, 2011, p. 1). The CWC highlights the tentative nature of
this number, and commentators have insisted that efficacy of these contracts
is impossible to determine, as DOD monitoring and enforcement of contractual
obligations remains weak. While the vast majority of bases in Afghanistan and
Iraq have now been closed, there are still over 800 non-domestic bases that uti-
lize private contracting in both build and maintenance operations. Taken togeth-
er, two-thirds of public funds used in contracts in both contingency operations
and global base deployment have involved private services, ranging from ‘logis-
tics’ to professional services to building maintenance. This ongoing base projec-
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tion involves a clear concentration of public largesse, wherein a definitive set of
corporate actors benefits the most (though they are hardly alone). In Iraq and
Afghanistan, between 2002 and 2011, for instance, 22 firms benefited to the
tune $192.5 billion, or 52 percent of all contracts (2011, p. 25).

The redirected funding of bases has changed the nature of deployment while
making base maintenance an arena of profiteering, reasonably removed from the
critical eye of domestic oversight. The basic debate around private contracting, of
course, remains the same,

... driven in part by unresolved questions about relative costs between the two sectors.
Some argue that government is inherently less expensive because it does not need to
make a profit. Others argue that government is generally more expensive because it does
not need to compete and to be efficient to remain in business. Where commentators
come down depends strongly on their views about government and the private sector,
with Republicans generally relying more on the private sector and Democrats more on gov-
ernment (Cancian, 2019, p. 11).

David Vine (2014) has documented this utilization of public revenues, though he
and others have been forthright about the difficulty of tracking DOD spending.
He has made clear that even following the relative drawdown in Iraq and Afgha-
nistan, his conservative estimates on foreign base spending is in the range of
$150 billion per year (Vine, 2017). The point is repeatedly made by commentators
that such extensive budgetary redirection into the private sectors does not bring
about savings:

With respect to the market in private military services ... there is reason to believe that out-
sourcing increases the cost of military functions. There are two major reasons for this. First,
a transparent and competitive market is necessary if clients are to pick and choose among
different suppliers. Second, for a market to be efficient, contracts must be subject to trans-
parent bidding procedures; competing offers must be systematically compared; and the per-
formance of suppliers on the contract terms has to be closely monitored—and, if necessary,
sanctioned. None of these characteristics seems to apply to current contracting procedures,
however. In truth, the market for private security services is only partially competitive, and
in some cases—in certain areas of logistics, for example—quasi-monopolistic. The defend-
ers of the virtues of privatization and outsourcing with respect to the military generally for-
get one thing: The Pentagon is as far removed from a free market as one can possibly get
(Isenberg, 2011, para.7).

Indeed, as far as savings go, Vine (2014) makes clear that contractors probably
saddle the US government with costs at a level twice or triple what it would
pay were a public official to undertake the same task (2014, p. 94). In this reve-
nue environment, base and infrastructural contractors seek to add ‘ice cream’ to
facilities, referring to indulgences provided to troops, ostensibly making their
tour more agreeable (2014, p. 95). To fulfill such heightened expectations, an
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array of private actors, including dominant players like Kellog, Brown & Root
(KBR), Supreme Group, Agility Logistics, DynCorp and BP, have sought repeated
access to a large number of contracts in Iraq, Afghanistan and well beyond. The
aim here is not to procure savings in public dollars, but to capitalize on budget-
ary largesse aimed at an enhanced ‘military experience’.

The outcome of these arrangements cannot be overemphasized: normaliza-
tion of and dependence on private sector personnel as means to US military pro-
jection. Whether in relation to contingency operations or more permanent for-
ward deployment scenarios, the greater the reliance of the US military on
private contracting for administrative, logistical or low-order security tasks,
the weaker the public institutional capacity available to carry out such tasks.
As Anne Leander (2005) has pointed out,

Supply in the market for force is self-perpetuating. It creates its own demand. As PMCs be-
come security experts, lobbyists and consultants, they shape security understandings of cli-
ents who consequently require increasing levels of service. The clients whose demand the
market responds to include both those contesting and those defending security orders. The
consequence is a strain on ... public security orders. The strain is accentuated because the
market for force drains resources from public security establishments and undermines their
legitimacy, hence making contestation both from the inside and the outside more likely
(2005, p. 618).

Whatever one’s moral and political disposition towards such deployment, this
carving out of present and future contracting domains is precisely what under-
writes adaptive accumulation. It does not exactly mimic the heavily monopolized
dynamic of the weapons procurement complex. After all, as Vine (2014) rightly
points out, between 2001 and 2013, an astounding 1.7 million separate contracts
were tendered, with an enormous variation of tasks (2014, p. 88). This suggests
an extensive marketplace of contract activity, wherein a competitive dynamic is
certainly ‘massaged’ by dominant firms and their political connections, but it
is hardly eliminated. At the same time, there is no corporate desire to replace
public revenues and governmental power through the direct private acquisition
of military force (for instance, with corporate actors purchasing such military ca-
pabilities outside the parameters of the US government). Instead, private actors
encourage the circumstances in which Pentagon spending in the base world has
been marked by spiraling expenditures, the growing use of contracts lacking in-
centives to control costs, sometimes criminal behavior, and the repeated award-
ing of non-competitive sweetheart contracts to companies with histories of fraud
and abuse (2014, p. 91). All of this can be perpetuated under a guise of patriotic
citizenship, whereby PMFs ostensibly perform a public service in which they
place country before corporation.
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3.4 On the Homefront: Utilities and Housing

It is not only the forward deployment of US military forces that affords unique
accumulation opportunities. As part of the 1990s ‘peace dividend’, domestic
military installations were also subject to roving cost control. This has certainly
been manifested in long-term base realignment and closure (BRAC), an ongoing
and politically touchy consolidation process of installations, assets and person-
nel across the U.S. (Daniels, 2017; Schnaubelt, 2017). Within this process, there is
a reconfiguration of properties across the country, as well as the relocation of
tens of thousands of personnel—some 125,000 personnel have been moved as
a result of BRAC (US Government Accountability Office, 2010). Base realignment
is worthy of mention here, because it is intertwined with the search for ‘efficien-
cies’ across all branches of the military, as budgetary control looms over the
ever-spiraling nature of defense appropriations. In the aftermath of the Budget
Control Act of 2010, sequestration has meant that DOD has been encouraged
to find savings, although it has clearly been given more leeway than government
social programs. In line with savings sought in forward deployments, war fight-
ing capabilities have been prioritized over support infrastructure. As one analyst
insists, it makes “... more sense to fund war fighting activities over construction,
[because] facilities degrade more slowly than readiness, and in a constrained
budget environment, it is responsible to take risk in facilities first” (Conger,
2018, p. np).

Table 1: Property Managed by US Military, 2016

Military Branch Buildings Total Facilities Plant Replacement Value Land (acres)
(including structures) (in billions)

Army 139,458 278,299 $417.95 13,340,778

Navy 61,368 111,937 $238.50 2,213,663

Air Force 47,738 126,215 $302.58 9,126,467

Marine Corps 26,748 51, 112 $79.40 2,504,943

DOD Total 275,312 568,383 $1,038.43 27,185,851

Source: (US Department of Defense, 2016).

The enormity of base infrastructure cannot be overemphasized. DOD asset hold-
ings, including property and land, are extensive, “with over 500,000 buildings
and structures at more than 500 installations, comprising over millions of
acres of land spread throughout the United States, U.S. territories and ... 30
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other ... countries” (US Department of Defense, n.d.). Table 1 highlights the over-
all size of these holdings in 2016, all of which require capital investment, main-
tenance, and operational management. In keeping with a budgetary outlook that
prioritizes fighting capability over infrastructure, the manner in which such fa-
cilities are supported and maintained has been subject to a considerable degree
of reform. This has been especially manifested in two areas, utilities and hous-
ing, where the Department of Defense has sought to bolster public capacity
with private contracts. These areas of contracting are certainly intertwined, as
will become evident below, but it is worth handling them discreetly, in order
to demonstrate the breadth of adaptive accumulation across domestic military
operations.

3.4.1 Utilities

Under the 1990s scramble for cost savings, DOD determined that the US military
should not be in the ‘business’ of utility supply. Utilities refer, in this context, to
water, wastewater, electricity and natural gas supply, and the US Congress
agreed that these should be supplied by private corporations, subject to qualifi-
cations. At the time, in 1997, the military owned some 2600 assets pertaining to
utility supply, then valued at $50 billion. Under Public Law 105 — 85, Congress de-
termined that utilities not sensitive to national security concerns should be com-
petitively tendered to private providers if: “(A) the long-term economic benefit of
the [tender| exceeds the long-term economic cost ... and (B) the [tender] will re-
duce the long-term costs of the United States for utility services provided by the
utility system concerned” (US Congress, 1997, p. 1993). The prevailing assumption
was, as usual, that private providers could utilize public revenues more effective-
ly, upgrading installations and delivering service at a more economic rate over
the long-term. Directing this effort, DOD made definitively clear that all utilities
at all bases were to be considered for privatization, and that exceptions should
be rare. Indeed, the Deputy Secretary of Defense communicated his expectation
that, “Military departments [will] work privatization hard, finding those business
innovations that will garner the maximum benefit for the Department and the
American taxpayer” (US Deputy Secretary of Defense, 1998). To this effect, it
set out a progressive schedule for such transformations, demanding all plans
to be submitted by 2000, tenders by 2001, and sale and conveyance contracts
in place by 2003.

A full utility selloff and use of public revenues to finance the handover to pri-
vate providers would not be a popular political position outside of the military.
Non-profit providers—whether governmental or semi-autonomous—have a fun-
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damentally different incentive in providing utilities to either consumers or insti-
tutional users. The ongoing attempts by private industry to lobby for the sale of
the Tennessee Valley Authority and the Bonneville Power Authority have been
soundly rejected for this reason on multiple occasions (Conca, 2020). In the
same vain, the various branches of the military have proven not-so-enthusiastic
on the progressive timetable of utility selloff. And when the Government Ac-
countability Office (GAO) (2005) took stock of this process in the mid-2000s,
its findings uncovered considerable justification for this institutional reticence.
Outlining the fact that only 94 of 1491 identified facilities had been privatized,
its report took serious issue with the overall management of this process.
Front and center was the issue of cost, as the GAO (2005) “found that the esti-
mates give an unrealistic sense of savings to a program that generally increases
government utility costs in order to pay contractors for enhanced utility services
and capital improvements” (2005, p. 4). The report found that in relation to those
installations already privatized, involved branches of the military were realizing
considerable cost increases. The army estimated a $1.3 million-dollar annual cost
increase for every facility privatized. Air Force officials estimated a $100 —200
million increase over 5-10 years of the privatization program (2005, p. 18). More-
over, the report found that tendering and contracts favoured private firms to an
unreasonable degree, allowing them to claw back what they paid for the utility
through extra-billing. In one demonstrative case, this meant that the Air Force
actually paid out 78 percent more than it received for sale (2005, p. 5). And per-
haps most ominously, the report also made clear that the monitoring and eval-
uation of the military was seriously lacking, establishing no independent review
for accuracy or compliance over time.

Fast-forward to 2018, and the situation for utility conveyance has not been
drastically improved. Another GAO report that attempted to determine cost sav-
ings found considerable shortcomings in data and the military’s disposition to-
wards contract performance evaluation. Specifically, the report utilized a com-
plete review of 11 different privatization cases, in order to track utility
privatization performance and ascertain the degree to which DOD has developed
measurable performance standards (US Government Accountability Office,
2018a). It states that “none of the military departments have determined whether
the utilities privatization contracts are on track to achieve ... cost avoidance es-
timates” (2018a, p. 14). Besides the same problem with unrealistic initial cost es-
timates, the examiners found that each contract contains, over time, large num-
bers of ‘modifications’, which have a clear effect of increasing cost. At Fort
Bragg, for instance, 219 modifications to the contract increased the cost for
water and sewage by 96 percent, from $552 million to $1.1 billion over ten
years (2018a, p. 15).
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In a pattern closely associated with adaptive accumulation, the vast majority
of these cost-increasing endeavours are based on 50-year contracts. With some
600 projects now subject to conveyance, private actors find themselves in a
sole-source market scenario for their product, and their ‘consumer’ happens to
be the largest purchaser in the world—the US government. Under such a sce-
nario, it seems incumbent on governmental actors to provide evaluation as to
whether either quality improvement or cost-saving have been achieved. Stun-
ningly, such evaluations were not discernible to GAO investigators. Instead,
the best that was offered to investigators was perception-based, anecdotal evi-
dence. Not only could no long-term data be uncovered regarding either cost sav-
ing or service improvement, but there were no meaningful attempts to engage in
performance review of utility providers. The military installations in question
lacked any settled metrics to assess performance and, as a result, their assess-
ments lacked any basis for what was often a ‘satisfactory’ review. Of course,
the military, like any large bureaucracy, operates on a chain-of-command
basis. Here, the GAO could not be clearer: “The military departments have not
tracked utilities privatization contract performance and have not developed
measurable performance standards because ASD (EI&E)! has not issued guid-
ance requiring ... metrics and measurable performance standard” (2018a, p. 18).

As a sure sign that a new arena in which adaptive accumulation has taken
hold, industrial players have recently organized a lobby to advance their inter-
ests. The creation of Utility Privatization Partners (UPP) is composed of twelve
founding member corporations, representing over 100 utility privatization proj-
ects (UPP, 2019). While the aim is ostensibly to work with the branches of the
military to improve reliability and resilience in utility networks, there is also a
direct accumulative objective. The organization has made clear that it “plans
to advocate for the evolution and expansion of utilities system partnerships
with military installations” (ADC, 2019). On the table, too, will be advocacy for
long-term contracts and permissible rate increases, as well as the modeling of
performance metrics. The US military pays out more for energy than any institu-
tion in the world, 20 percent of which is for electrical and natural gas supply,
with water and sewage adding on to this overall utility cost. While the final
amount of these utility costs is not extractable from budget figures, they are in
the multi-billions per annum. The contracts that tap into this public revenue
source, which can also be expanded through infrastructural modifications and
upgrades, have become a lucrative, stable, and now quasi-public sphere of accu-
mulation.

1 Assistant Secretary of Defense for Energy, Installations and Environment.
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3.4.2 Housing

A year prior to utility privatization, Congress authorized the privatization of mili-
tary housing, allowing market contracts as a means to build and administer mili-
tary housing for its personnel on US soil (US Congress, 1996, pp. 2801-2802). At
the time, the authorization was intended to foster necessary investment in hous-
ing stock—then amounting to some $20 billion in renovation, build and mainte-
nance costs—that the Pentagon said it could no longer afford. This falls in line
with the imperative to preserve available funds for war-fighting capabilities, leav-
ing labour and infrastructure as the chosen domains for cost savings. But it also
represents an arena in which there is opportunity to transform ongoing public
expenditures into an accrual of private profits.

Proponents characterize the origins and development of military housing
privatization as both a herculean and heroic effort. In a history of the US
Army’s Residential Communities Initiative (RCI), the familiar refrain of slow gov-
ernmental change being overcome by thoughtful innovators is readily apparent.
Accordingly, from its outset, the program is said to have, “faced opposition and
doubt from internal and external stakeholders,” and that the RCI, “was a new
way of doing business and change was not easy for Army leaders and congres-
sional members to accept” (Godfrey et al., 2012, p. 4). The depiction here of gov-
ernment as incapable, slow moving and resistant to change is unmistakable. At
the same time, the acknowledgement of what innovation would actually mean—
the creation of income streams from public monies—is readily put in the fore-
ground. The aim is to make army housing an attractive business venture, but
in a manner that the military itself would fund: “By privatizing housing under
the RCI program ... and giving Soldiers the ability to pay rent, the Army created
a reliable stream of income that private-sector developers could use for long-
term, continuous development” (2012, p. viii). And in a move that clearly puts
the imprint of adaptive accumulation on this process, the intentions of develop-
ers are projected as extra-commercial in nature. The quasi-public motivations are
accentuated, as developers are said to have, “approached their projects as much
more than just another business deal,” whereby they only entered such arrange-
ments, “because of the true spirit of partnership and patriotism fostered by work-
ing for Soldiers and their Families on a daily basis” (2012, pp. xv—xvi). For advo-
cates, the involvement of private actors in military housing has only upsides, and
they carefully avoid any underlying problems which may be associated to com-
petitive or profit motives.

As such, there has been a fundamental shift in how military families are af-
forded housing. No longer supplied by base administrators and military person-
nel, domestic military housing is now arranged through private developers and
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housing management corporations, and these arrangements are long-term, with
50-year leases on land and contracts for maintenance and management (US Gov-
ernment Accountability Office, 2018b, p. 1). Along the way, the military has con-
veyed ownership of more than 200,000 housing units to private corporations. To
bolster this initiative, it fronted $3.4 billion to undertake renovations in 52,000
homes, and supply seed capital for the construction of 80,000 new housing
units (Pell, 2019b). Military families receive a Basic Allowance for Housing
(BAH), which is then utilized as a payment stream for private development cor-
porations to fund their operations and, of course, derive a profit. Along the way,
contracts have been constructed with a series of ‘incentive’ payments, which are
intended to reward the successful administration of housing. The intended result
of these agreements, from the standpoint of the armed services, should be that
military families gain a higher quality living experience.

However, if a ‘spirit of partnership and patriotism’ has driven corporate ac-
tors’ involvement, it has not been especially evident in their build and mainte-
nance outcomes. In 2018, Reuters news agency began to break a series of stories
about widespread deplorable conditions in military housing and the deeply
problematic behavior of those corporations responsible (Pell and Nelson,
2018). In response, during early 2019, the US Senate Armed Services Committee
held hearings regarding the report of serious problems in military housing, invit-
ing testimony of both tenants and development corporations. Senators heard re-
ports of housing conditions that, by any interpretation, would not be considered
acceptable, or even habitable. One tenant, turned activist, recited her experience
with these reports across multiple bases:

During my 2 years of research and advocacy, I received hundreds of reports from military
families of mold growth, rodent and pest infestations, moisture intrusion, lead and 14 as-
bestos exposures, radon concerns, base contamination, and cancer clusters in their hous-
ing. All of this was too often compounded by defensive, sometimes abusive housing staff
(US Congress, Senate, 2018, p. 19).

Indeed, many of the stories emerging from hearings, reports, and extensive jour-
nalistic investigations reveal a pattern of systemic disregard for serious—often
health-related—housing threats. These were not sporadic cases limited to one
or two ‘bad’ bases, but widespread shortcomings in construction and mainte-
nance across the country.

In fact, despite the veneer of shock and dismay exhibited by political, mili-
tary and corporate actors, these problems should not have come as any real sur-
prise. Certainly, at a local level, base officials across the country were receiving
reports of deep structural and administrative problems in housing projects.
Moreover, DOD’s Office of the Inspector General (OIG) had already done inspec-
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tion reports of military housing and base support services, and its findings
should have been a warning bell for political actors and the military. In two sep-
arate reports, the OIG executed spot checks of 5 separate bases in the continental
United States, two in the Washington, DC area, and three in the Southeast (US
Department of Defense, Office of the Inspector General, 2015a, 2015b). Across
these investigations, it identified 705 failures in military housing, including elec-
trical, fire protection, and environmental health and safety deficiencies. Indeed,
if domestic military housing and construction did not raise enough concern, an
ensuing worldwide investigation of US military facilities and housing certainly
should have.

The DoD OIG issued six reports from July 2013 to July 2016 related to health and safety in-
spections of DoD facilities at various locations around the world, documenting 3,783 defi-
ciencies in electrical system safety, fire protection systems, and environmental health and
safety. During these inspections, the DoD OIG issued 12 notices of concern (NOCs), 7 detail-
ing 319 critical deficiencies requiring immediate action at 24 of the 36 installations inspect-
ed (US Department of Defense, Office of the Inspector General, 2016, p. 3).

With the heightened level of Congressional concern directed at military contrac-
tors in contingency operations, especially in light of wastage in Afghanistan and
Iraq, it seems inconceivable that either political actors or military officials re-
mained blissfully unaware of what was going on in military bases across the
country.

As in many cases of adaptive accumulation, the terms of transaction lie at
the heart of the issue. Senatorial interrogators, along with critics of the Military’s
privatization initiative, raised the issue of 50-year contracts and weak incentives
to change. Ultimately, these deal structures de-incentivize companies like Bal-
four Beatty, Corvias Group, or Lincoln Military Housing from investing in quality
control and upkeep, while they instead pursue internal cost-control to get the
lion’s share of BAH and incentive payments. In 2019, the Army’s OIG concluded
that “base and incentive fees are not structured to provide RCI companies with
significant performance incentives,” and that, “incentive fee metrics were easily
achieved and diminish the intent to incentivize higher standards of perfor-
mance” (US Department of the Army, Office of the Inspector General, 2019,
p. 10). The outcome of this was severe, as tenants at every inspected facility re-
ported that they were being deceived and misled, with gross health and safety
consequences for their families. Ultimately, they expressed a lack of faith in
the motives and actions of those companies, as well as an awareness that over-
sight from military command was grossly lacking (Britzky, 2019). More severely,
given the fact that military departments do not hold majority share in privatiza-

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

36 —— Chapter 3: The Military and Adaptive Accumulation

tion partnerships, the room for participating corporations to obscure and with-
hold relevant information remains large.

From the corporate end of this accumulative dynamic, companies have done
everything in their political power to enhance returns. Corporations involved in
housing initiatives have clearly undertaken weak construction and retrofitting of
houses, manifested in the myriad problems emerging across the country. Har-
rowing as these tales are, the willingness to act has been greatly overshadowed
by an instinct towards cost control and the attainment of incentive fees. Balfour
Beatty kept two logbooks for maintenance records, one issued to military com-
mand, and one Kkept in secret, which showed the real state of repairs. In an un-
dercover investigation of Tinker Air Force Base,

Balfour Beatty, among the U.S. military’s largest housing providers, systematically falsified
... maintenance logs for years .... The fake entries made the company appear responsive to
tenant complaints and unsafe conditions, helping it secure millions in “performance incen-
tive fees” for good service that it otherwise often would not have qualified for. The efforts
left families in harm’s way and persuaded Air Force brass to ignore warnings of trouble
raised by military base employees (Pell, 2019b, para.6).

In fact, work orders on housing have been regularly ‘massaged’, in order to meet
quotas that trigger incentive fees. Altered records turned out to be more wide-
spread than initially understood, as employees have come forward from multiple
sites to register the pressure they felt to alter completion rates for repairs. One
employee articulated this pressure succinctly: “You either make these numbers
match so we can get the incentive fees, or you may not have a job tomorrow,”
adding that. “We fudged the numbers, and even now it’s not easy to say that”
(Pell, 2019a, para.7).

Importantly, employees and local base officials reported these systematic
misdeeds to no avail, as the coordinating unit, the Air Force Civil Engineering
Center, regularly chose to smooth relations with its private developers. Ultimate-
ly, the institutional voice that should have had regulatory oversight simulta-
neously held responsibility to promote development of private housing (Pell,
2019b). In such problematic regulatory environments, the opening for adaptive
accumulation is large, and corporate players enjoy wide latitude for their ac-
tions. In the report issued by the Army OIG, there was a clear indication of prob-
lematic oversight and confusion. Citing the military’s imperative to prioritize
“operating force over generating force,” the report points to a severe reduction
in oversight personnel (US Department of the Army, Office of the Inspector Gen-
eral, 2019, p. 10). This ‘risk management’ resulted in the removal of local com-
mand from most authority and oversight, a centralization of fiscal disburse-
ments, and the prohibition of health and welfare inspections. In addition,
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compliance has been generated only through information provided by the com-
panies involved—an obvious red flag, given the manipulation of maintenance
and repair figures. Even with the best of intentions, the Army OIG found that
roles and responsibilities of station commanders, garrison commanders, and
base housing staff were unclear in terms of authority and responsibility (2019,
pp. 5, 10). In the end, military officials were simply unable or unwilling to mea-
sure or control the activity of companies involved in the housing initiatives. More
ominously, Senatorial hearings clearly revealed a perception of retribution being
directed at those tenants stepping forward to complain to military command.

On an issue as sensitive as military family housing, it is odd that it took a
media shaming for either Congressional or military figures to take notice. It is
unclear whether, in the long run, the military has saved revenues, but it has cer-
tainly paid dearly in terms of public trust and quality of life for its personnel.
Congressional actors, of course, have reacted in an appropriately ‘stern’ manner,
reminding participating companies what is at stake. In a manner representative
of other Senators, Kirsten Gillibrand reprimanded testifying CEOs that they
should, “believe this is not just an opportunity to make money. [That] there is
nothing wrong with making money in this capitalist society of ours, but it is
also an opportunity to serve the men and women in the military ... and their fam-
ilies” (US Congress, Senate, 2018, p. 89). Ensuing legislation has been directed at
stepping up oversight and enforcement, laying the groundwork for a Tenants’
Bill of Rights, which would be procured by DOD. As DOD produced such guide-
lines in early 2020, they came under immediate scrutiny for omitting three crit-
ical components: right to inspection history; right to withhold rent payment; and
dispute resolution. The reasoning for this became clear soon enough, as defense
officials anonymously revealed they were “protecting the financial interest of the
bond-holders themselves ... reconciling how ... to implement it so that the lend-
ers can be comfortable with it, effectively” (Britzky, 2020, para.5). At the same
time, participating corporations have also pushed back, arguing that the real
problem is below-market payment rates. A representative of Corvias Group
made exactly such claims in front of a Congressional subcommittee, suggesting
that BAH is not keeping pace with market rates (US Congress, House, 2020). In
other words, despite having revealed strong profits among all participating cor-
porations in the previous year, there is now a move to re-construct the entire
problem as a function of underfunding on long-term government contracts.
So, while these corporations have no choice but to respond to the sudden criti-
cism emanating from Congress, they can be expected to ‘pivot’, by recasting their
negligence through a demand for the renegotiation (and betterment) of the fund-
ing terms for their ‘patriotic’ service.
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3.5 Conclusion

This chapter has made the case that corporate relationships to the US military
extend well beyond the weapons procurement process. Across this increasingly
complex web of contracts, corporate actors have been able to secure extensive
private revenues from public budgets, and this occurs on a repetitive and
long-term basis. Their insertion into semi-public roles affords them both a struc-
tural security and ideological cover in their quest for returns. Once insinuated
into the military planning process, whether providing mission infrastructure or
delivering electricity to military housing, such contracts cannot be easily side-
stepped or eliminated. Public institutions typically take time to assemble—or
re-assemble—large-scale capacities, so the disruption of contracts would render
a void in services that would be politically and practically untenable. This fact is
especially well understood by those firms holding large-scale contracts, enabling
them to push the boundaries of their relationship with government, even during
moments of public scandal. Congressional members may intermittently express
outrage over the well-being of the nation’s troops and their families, but they
know well that DOD capacity, across a large, expensive public institution, is
deeply and inextricably wound up in accumulative dynamics of private actors
—a reality unlikely to change anytime soon.
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Accumulation

Besides finance, there is only one arena that rivals the politico-economic signifi-
cance of the military in the US, and that is the health sector. This sector forms
one the largest and most opportune areas for profit, given both its universal
and its immediate necessity to individual and societal well-being. The bounda-
ries of this market also appear immanently expandable, as limits on what prop-
erly constitutes ‘sufficient’ health or health provision remain hard to define. In
the U.S., perhaps not surprisingly, the allure of health as a market commodity
has proven considerably stronger than in its comparable national counterparts.
But even in America, broad health coverage requires the organizing mechanism
of government, such that the greatest degree of protection is extended to the
widest segment of population possible. Healthcare, in other words, does not
spontaneously emerge, but must be fostered through public policy that effective-
ly promotes and maintains health across the population.

In countries where governments have entirely taken over this public objec-
tive, including both the purchasing and provision of healthcare, the term ‘univer-
sal care’ is properly utilized. There are, however, few examples of true universal
care, as most systems mix public forms of payment and provision with private
ones, in order to achieve a total universal, usually highly regulated, effect. His-
torically, US public policy has probably veered the furthest away from universal
care, and with tens of millions of US citizens either still going without healthcare
or grossly underinsured, it is typically understood as an outlier among advanced
industrial states. In fact, public healthcare expansion in the United States has
proceed mostly in fits and starts, stemming back to the administration of Theo-
dore Roosevelt and culminating in the awkward compromise of the Affordable
Care Act (ACA) of 2010. Alongside this process, however, there has also been a
marked explosion in profitability of healthcare delivery, along with the growth
of the largest healthcare market in the world. Indeed, it has been estimated
that by 2026, this market will constitute a full 20 percent of US GDP (Himmel-
stein et al., 2018, p. 9).

The concurrence of these trends is not accidental. This chapter makes the
case that the increasing entwinement between a growing private sector and an
ongoing patchwork of political reforms has rendered a health system that not
only maximizes private involvement but is now highly conducive to adaptive ac-

Note: Sections of this chapter have been adapted from: Loeppky (2019).

https://doi.org/10.1515/9783110761801-004
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cumulation. Payers and providers alike have positioned themselves at the cross-
roads between public policy objectives, a complicated health system, contradic-
tory government largesse, and the expansion of private revenue streams. It has
become a truism to state that the healthcare system in the U.S. is unnecessarily
disjointed, complicated and costly, but there are, tellingly, no lobbies among its
constituent parts that wish to see it otherwise. And it is precisely the governmen-
tal attempts to address these shortcomings, without fundamentally changing the
structure of delivery, that now offer up the greatest possibilities for market entry
and expansion, all with the ideological cover of pursuing public good and ben-
eficiaries’ well-being.

While our purpose cannot be a full exposé of US health and healthcare, the
chapter hits on significant historical moments, as well as critical components, of
the health system, in order to lay bare the profitable aims of industry actors that
are now embedded in publicly generated health programs. It begins with a short
history of health reform in the U.S., providing background to the current struc-
tural parameters of healthcare delivery. Rather than a detailed history, the
goal is to map out landmark evolutionary moments that have laid the ground-
work for the explosion of public-private interactions in the contemporary era.
Following this, a more detailed consideration of component parts of US health
delivery provides a window into the peculiar accumulative dynamics of the
health sector. These include: 1) the creation and long-term growth of the privately
administered Medicare Advantage program; 2) the establishment and growth of
Medicare’s prescription drug coverage through the Medicare Modernization Act
of 2003; and 3) the passage and ongoing fate of the ACA, particularly its expan-
sion and subsidization of the commercial insurance market. The chapter then
closes with a discussion of healthcare prospects in the wake of the Trump ad-
ministration and its failed attempts to dismantle the ACA, either through legis-
lation or by unravelling its component parts.

4.1 US Health Reform Through the Twentieth Century

It is often noted that US health carries with it a profound paradox: the country
that leads the advanced industrial world in health technology also administers
one of its least effective health delivery systems. By almost any measure, the
US healthcare system is in an overall state of disarray. It costs more than any
other health system, with a 2019 (pre-COVID) per capita spending of $11,072,
amounting to a whopping 171% of GDP (OECD, 2021a). This is roughly twice
as much the average in other OECD countries. Worse still, the US system does
not bring about the health outcomes purported by its advocates. Prior to imple-
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mentation of the ACA, some 52 million were without healthcare, with another 34
million understood as underinsured (with out-of-pocket costs acting as an im-
pediment to care) (Rao and Hellander, 2014, p. 216). Even following the rollout
of the ACA, some 27-28 million remained uninsured, with another 50 million-
plus experiencing underinsured status (Waitzkin and Hellander, 2016, p. 1).
And most damning are outcome indicators (mortality, life expectancy, infant
mortality, mental health, etc.), which place US healthcare definitively low on
the list among its peer countries (OECD, 2019).

In the end, there is simply no empirical evidence—indeed, there is copious
evidence to the contrary—that market-based healthcare systems (especially in-
surance) are anything but detrimental to populations. The reasons for this
have been reviewed in more depth elsewhere, but the singular most important
issue is the impossibility of price leverage in a free-ranging myriad of payers
(Loeppky, 2014, pp. 69 —70). Payers and providers have always been divided in
the U.S., both from each other and amongst themselves. As such, no payer pos-
sesses the structural leverage to have a meaningful impact on the prices paid for
healthcare provision, and providers enjoy a unique capacity to charge for goods
and services at levels far above other countries. This combines with the politico-
economic reality that health and healthcare are treated, in both corporate and
political domains, as a form of industrial and economic development, rendering
market prices (and profits) that continue to climb faster than anywhere else. In
much of the early history of reform attempts, it was mostly providers—physicians
and hospitals—that formed the greatest barrier to change. By the close of the mil-
lennium, however, opposition had spread to multiple corners, crushing reform
attempts and resulting in a highly divided, complicated, and very costly system
of health delivery.

Early in the twentieth century, hospitals were run for the poor by charitable
organizations and medical costs were paid for entirely out-of-pocket (Berkowitz,
2010, p. 3). Efforts at reform included an attempt to create medical coverage for
workers in moments of disability, led by the American Association for Labour
Legislation. Although opposed by the American Federation of Labour, it man-
aged to garner grassroots support in key states, the most prominent of which
was New York. In that state, a 1919 bill supporting health insurance passed
the state Senate, but was shut down in the House by the Speaker and a host
of lobbying interests, including physicians, hospitals, and insurance companies
(Hoffman, 2010, p. 1541).

The lobbying power of providers only grew in the wake of the depression
and the emergence of social legislation in the New Deal era. The American Med-
ical Association (AMA) recoiled at the prospect of government organized change
in healthcare, fearing the regulation of fees and lowered income for physicians,
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and its consistent mobilization during this period sabotaged any chance of
health reform. The proposed inclusion of health reform within the Social Security
Act of 1935 was abandoned, after it became clear that physicians’ opposition
would likely derail the entire bill. Even after Franklin Delano Roosevelt’s re-elec-
tion in 1936, the administration was still not able to find political currency for
such reform, and Congressional figures, lobbied by the AMA, indicated that
they would shut down any attempts at legislation (Starr, 2013, pp. 46 —48). Sim-
ilarly, the Truman administration’s support for national insurance was blocked
in every conceivable way by a Congress heavily influenced by providers’ lobby-
ing efforts. Public debate was steered toward a fear of ‘socialized medicine’, and
the possibilities for change were pre-emptively closed down. Interestingly, in an
early bid to grow the health sector as an industry, however, Congress did support
legislation that boosted the infrastructural capacities of providers, through “pro-
grams that Truman proposed for aid for hospital construction and medical re-
search, which substantially increased investment in technologically intensive
medical services” (2013, p. 50).

Only in the 1960s did meaningful policy reform emerge, but only for selec-
tive parts of the US population. The advent of Medicare and Medicaid in 1965 es-
tablished almost universal purchasing of healthcare for US citizens over the age
of 65, covering hospital care (Medicare Part A), physician and home care (Med-
icare Part B), and a federally-backed but state-administered program for the poor
(Medicaid). Arguably, these programs were a victory for the private healthcare
market, because they extended care to those segments of the population who
were the most vulnerable and in need of care, but also the least profitable (Hack-
er, 2002, p. 290). The remainder of the covered population received their benefits
mostly via employment-based health plans, administered by private actors. For
many involved in the adoption of Medicare, the long-term goal had been its ex-
tension to the entire US population, with an eye to overcoming the resistance of
the AMA, the health insurance industry, myriad providers, and the bulk of Re-
publicans (Berkowitz, 2017, pp. 522-526). This would prove unattainable in a
health landscape dominated by private players, and even Medicare as the beach-
head of single-payer care has become significantly vulnerable to the accumula-
tion strategies of corporate actors.

As the strength and complexity of private coverage and provision in the US
grew, the failed Clinton health reform of the early 1990s stands as a watershed
moment. It formed the political experience from which subsequent reforms
would be shaped, clearly demonstrating both the dominance of market actors
and the power of political figures resistant to equitable healthcare coverage.
By the 1990s, healthcare costs had long since become unmanageable in the
U.S., with the rising costs of coverage now felt by large corporations supplying
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health benefits, and the dilemma of uninsured Americans reaching catastrophic
proportions (Béland and Waddan, 2010, p. 219). With the Democrats’ electoral
victory in 1992, the potential for healthcare reform seemed real enough, and
the Clinton administration mustered an alliance of stakeholders, specifically
large corporations, to drive healthcare change. Getting major corporations onside
offered the chance to nudge other players in the healthcare domain to adopt re-
forms—a strategic move that, while successful at first, proved to be the Achilles
heel of the Clinton reforms.

The backing of corporate actors in the pursuit of coverage for the working
population did not signal a changing political culture, so much as an indication
that these actors wanted to cut costs related to their own health plans (Swenson
and Greer, 2002). The wider health industry quickly understood the ‘harmful’ po-
litical situation, wherein any call for greater government involvement would po-
tentially signal external price controls, and a reining in of very profitable revenue
streams. As such, pharmaceutical and health maintenance organizations (HMOs)
worked individually with major corporate actors to reduce, or at least stabilize,
prices, for the time being. This immediately undermined the publicly stated basis
for reforms—making US corporations competitive—and brought a wave of resis-
tance from foes and, eventually, existing corporate allies. The Health Security
Act, the legislative expression of Clinton’s ‘managed competition’ (mandating ex-
panded employer-based health insurance), was intensely resisted by Republi-
cans, while the insurance, pharmaceutical, and small business lobbies forcefully
denounced it (Béland and Waddan, 2010, pp. 220 —221). In this field of hostility,
hitherto corporate allies failed to back the administration, as they now perceived
themselves as having successfully negotiated better terms for their healthcare
coverage on the open market (Giaimo and Manow, 1999, p. 989). This would
prove to be misguided, as provision prices across-the-board began to rise as
soon as the ‘threat’ of government intervention collapsed. Politically, the effects
of this reform failure cannot be understated: the space for broad healthcare re-
form disintegrated, and it would remain extremely limited for almost two de-
cades. During this time, the health industry consolidated and expanded its pres-
ence in US society, with the deep entrenchment of market-based healthcare,
along with all of its accompanying challenges.

4.2 Adapting the Component Parts of US Healthcare
As the growing ranks of the uninsured meant relatively fewer paying beneficia-

ries, and as growing premium prices could not compensate for this finite con-
sumer base, actors within the health industry have since sought out strategies
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to underwrite an expansionary business model. This has not happened all at
once, but rather in piecemeal form. Industrial players have capitalized on mo-
ments of incremental healthcare reform in a manner that elevates their public
prominence within health delivery but optimizes their potential for politically-se-
cured profit streams. Health, in this sense, follows the model of adaptive accu-
mulation, insofar as corporate actors seek to translate a share of secure public
funding into revenues, supplying federal programs with sanctioned market pur-
chasing and provision. This results in high-cost/high-profit markets that are rel-
atively insulated, because any increased instability in delivery can have damning
political consequences. This gives corporate actors considerable leverage over
government action, including demands that ‘predictability’ be built into these
public-private arrangements over the long-term. Any attempt to alter these con-
ditions meets with voracious resistance.

What follows is an exploration of this dynamic through various components
of US healthcare delivery, investigating both their origins and contemporary fea-
tures, in order to shed light on the adaptive arrangements secured by market
players. While not an exhaustive picture of US health delivery, it supplies a rep-
resentative snapshot of the political dynamics that have furnished highly profit-
able public-private relationships. And while the U.S. is hardly the only country to
utilize such relationships in the health sector, its government actors demonstrate
a particular willingness to reproduce conditions that render extraordinary mar-
ket returns.

4.2.1 Transforming Medicare

Following the downfall of the Clinton reform, one thing remained clear in US
health: policy reform that interfered with, rather than bolstered, market presence
in purchasing and delivery would be viewed unfavourably.' The result was step-
ped-up competition between insurance companies and HMOs to tap into the ex-
istent but still lucrative health domains. As Andrew Kelly (2016) has correctly
identified, this created market pressure to find new sources of revenue in a tight-
ening field of expensive premiums.

Increasing commercial penetration also sparked competition between [managed care or-
ganizations, or MCOs] that had spillover effects into the Medicare market. As the employ-
er-sponsored insurance market became saturated, MCOs turned to Medicare for new sour-
ces of revenue. In the fight for beneficiaries, insurers offered richer and richer benefit

1 This section is a modified version of Loeppky (2019, pp. 737-742).
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packages, as well as lower cost sharing, in order to win the Medicare market—even if that
meant incurring short-run losses (2016, p. 331).

Indeed, in a move not unlike the one exercised later by mortgage lenders, ‘teaser
rates’ were offered to entice beneficiaries into private Medicare arrangements
(2016, p. 331). The move to utilize the public, single-payer structure of Medicare
as means to realize private revenue streams started in the 1980s, expanded in the
late 1990s and was consolidated in the 2000s. This was not an unintended con-
sequence, but rather an industry-driven strategy in the face of both tightening
markets and the irresistibility of adaptive accumulation strategies.

The very possibility of private Medicare plans emerged with the passage of
the 1982 Tax Equity and Fiscal Responsibility Act (TEFRA), which allowed private
plans to change the terms of their plans outside of the boundaries set by tradi-
tional Medicare (TM) fee-for-service (FFS) coverage (Hacker, 2004, p. 253). Plans
could now pull in guaranteed government paid premiums and arrange their risk
pools in a manner that corresponded with profitability. Later, under the Clinton
administration, pressured by a Republican Congress, privately administered
Medicare surged upward. The Balanced Budget Act (BBA) of 1997 formalized
this process, by naming the program (Medicare+Choice) and recognizing its in-
creasing significance and value in seniors’ health provision. Indeed, it even for-
mally enshrined such plans as ‘Part C’ of the Medicare program.

At the same time, in an era of government austerity, the BBA sought to rein
in the costs of public programs generally, and Medicare payments would be no
exception. It attempted to reduce payments to private plans, recognizing that the
growth in Medicare+Choice plans had accelerated substantially. The formula for
payments to private insurance plans, most of them HMOs, had awarded consid-
erable advantages to insurers, who could take in the guaranteed premiums while
lowering their overall payments to beneficiaries. With a payout of premiums set
at 95% of TM rates, adjusted for demographics and regional data, insurers could
actively select the counties that attracted the highest reimbursement and lowest
cost outlays—a classic case of adverse selection (McGuire, Newhouse and Sinai-
ko, 2011). As such, the BBA directed the Center for Medicare and Medicaid Serv-
ices (CMS) to apply refined risk adjustment against its payments, based on ben-
eficiaries’ diagnoses. Paying more for sicker populations and reducing payments
for healthier populations hit the mark—between 1997 and 2003, over 2 million
seniors would be involuntarily withdrawn from Part C plans (2011, pp. 309 -
312). Even Congress’ attempt to remedy the situation for insurers in 1999 could
not overcome this trend, as risk adjustment bit into the lucrative business of se-
lective seniors’ healthcare.
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With the Republican Bush administration, this situation would not be al-
lowed to stand, as it urged passage of the Medicare Modernization Act (MMA).
Best known for its drug benefit, discussed below, the MMA also recast the Med-
icare+Choice program as ‘Medicare Advantage’ (MA) and aimed to enhance its
attractiveness to the health industry. Payment rates were boosted to 100 percent
of risk adjusted fee-for-service rates, and reached much higher de facto levels.
Indeed, it was the intent of the administration to encourage private plans, by
providing more generous payment structures for those beneficiaries willing to
convert to Part C arrangements. Following the MMA, the extraordinary growth
of this program became impossible to ignore, and it now constitutes 33 percent
of all Medicare plans. The major insurers—Humana, UnitedHealth, Cigna—have
very substantial stakes in this market, and industry lobbyists defend these inter-
ests vociferously. Accordingly, congressional lobbying in this specific sector has
grown dramatically to circumvent or modify any legislation that might affect
payment rates to industry (Kelly, 2016, p. 336).

The insurance industry’s ability to lock in profitable streams has been re-
flected in the political leverage afforded to those controlling large beneficiary
markets. With some 19 million enrollees, the industry’s stability and well-being
has become a matter of necessity in political circles.

The structure of Medicare policy ... gives [MCOs] the responsibility for the direct provision of
a public good that is, quite literally, a matter of life and death to US seniors. This provides
MCOs with significant and increasing policy leverage ... With the benefit of a longer time
horizon, we see that the insurance industry is, in fact, able to draw considerable power
and defensive sway from its bipartisan influence. MCOs can withdraw from participating
in MA, they can withdraw from certain counties, or they can charge higher premiums or
offer modified benefits to the millions of seniors enrolled in their plans, the potential effect
of which is to throw a growing portion of the Medicare market into turmoil, forcing some
beneficiaries to reenroll in traditional Medicare, purchase Medigap, find new private plans,
and potentially face higher costs. The extent of the potential disruption, and therefore the
political cost, caused by plan withdrawals or reductions increases with each new enrollee
(2016, p. 337).

In keeping with adaptive accumulation, this means that industrial players utilize
a ‘public provider’ persona to render the bloated payment structure relatively un-
touchable. Health, as with most other arenas of social policy, presents a conun-
drum: once private provision reaches a critical mass of participation, every reg-
ulation, modification or altercation (with, say, insurers) presents the strong
possibility for political pain.

In an environment where industry possesses this kind of political leverage,
corporate players are able to maneuver through regulatory constraints that might
otherwise tamp down their profit expectations. CMS has long advocated the re-
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moval of MA payment incentives, and regulatory structures have surely been put
in place to achieve such goals.? For instance, the abovementioned system of risk-
adjustment has become increasingly refined, in order to remove imbalances be-
tween public and private coverage scenarios.> Under this ever-evolving method,
insurers must assign hierarchical condition categories (HCCs) to each beneficia-
ry, and CMS uses this information to assign a quantified risk score based on their
demographic and health status. This risk score “represents the expected differ-
ence in spending for each Medicare beneficiary relative to spending for an FFS
beneficiary with average risk” (Hayford and Burns, 2018, p. 2). A singular risk
score for each insurance pool is then assigned to corporate bids to the MA pro-
gram each year. CMS determines how payments to plans (usually determined at
the county level) will be risk-adjusted against a benchmark FFS payment struc-
ture—higher payments for higher risk individuals, lower risk for lower risk indi-
viduals.

How can the insurance industry adapt and still profit in such a carefully
regulated payment structure? The answer is two-fold. First, while the industry
is not allowed to reject applications for MA, even for those with long-term, chron-
ic conditions, it is still able to choose the geographic regions in which it offers
coverage, as well as the structure of that coverage. Literature on advantageous
selection suggests that MA attracts considerably healthier beneficiaries, and
even since the stepped-up risk-adjustment formulas of MMA, with an increasing-
ly severe ‘lock-in’ period applied to MA enrollees, mixed evidence exists as to
whether risk selection has been mitigated (Brown et al., 2014; Newhouse et
al., 2015). It is certainly the case that beneficiaries with chronic conditions or
in need of acute care tend to gravitate back to conventional Medicare. Unlike
the TM model, MA plans are based on care networks, and beneficiary care is re-
stricted within those networks. As such, potential beneficiaries with complex,
chronic conditions that require extensive specialist care tend to ‘self-select’
into TM, resulting in healthier risk pools for MA. Exploring long-term care, nurs-
ing care, and acute in-patient care, Momatazur Rahman et al. (2015) have sug-
gested “that beneficiaries who report poorer health, use more health services,

2 The political imperative to do this has also long been established in both the cry for cost con-
trol, as well as the ever-ready argument (mostly in Republican circles) for ‘voucherizing” Medi-
care (Oberlander, 2014).

3 This is not without precedent. In Germany, risk adjustment (Riskostrukturausgleich) has been
utilized to ensure that insurance funds supply equal quality care and that premiums remain
broadly egalitarian. However, this occurs in a context where funds operate on a non-profit
basis, and the compulsion to undermine or maneuver around such risk adjustment is consider-
ably more restrained (Loeppky, 2014, ch.5).
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and have higher healthcare spending are more likely than their counterpart Med-
icare Advantage beneficiaries to leave Medicare Advantage plans” (2015,
p. 1680). Risk adjustment should have strongly mitigated against selection,
and it should have had the effect of equalizing payments for services between
MA and TM. However, by 2009, the average overpayment to MA amounted to
somewhere between 12% and 14%, totaling $12 billion in yearly additional
costs for the Medicare program (McGuire, Newhouse and Sinaiko, 2011, p. 319).

A second and related path to adaptive accumulation involves coding practi-
ces. HCC categories are immensely complex, accounting for demographics, re-
gion, diagnostic classes, and aggregated individual health data. But the applica-
tion of HCC under risk adjustment has not been negative for corporate actors.
According to Brown and colleagues (2014),

... before risk adjustment MA plans fished in a pond of relatively healthy enrollees with little
cost variance. Risk adjustment allows them to fish in a pond of enrollees who have higher
costs on average but also highly variable costs. Indeed, we find that after risk adjustment,
overpayments are higher, an increase equal to roughly 9% of average Medicare per capita
spending (2014, p. 3338).

On the whole, risk adjustment brings more reward than costs, and substantial
evidence suggests that, as beneficiaries enroll in MA, their diagnostic informa-
tion is ‘upcoded’ to include conditions that attract greater payment to MA insur-
ers. A Congressional Budget Office paper demonstrated that a switch to MA
brings, on average, an increase in risk scores—a practice that has intensified
over the life of the HCC risk adjustment scheme. Risk scores rose instantly
5.3% among those who switched from TM to MA in 2008, increasing to a figure
of 8.0% in 2012. Additionally, the scores of these same individuals continued to
rise at a subsequent yearly rate of 1.2% (Kronick, 2017, pp. 321-322). Overall, it is
difficult to escape the conclusion that corporate players in this terrain have deft-
ly navigated the regulatory criteria of ‘risk’ to deliver public programs in a man-
ner that enhances payout and structured revenue.

For its part, the Obama administration recognized overpayment to MA pro-
grams as a drain on public revenue and an undermining element of equitable
Medicare delivery. As part of the ACA, the President signaled his administration’s
intention to “... eliminate billions in unwarranted subsidies to insurance compa-
nies in the Medicare Advantage program—giveaways that boost insurance com-
pany profits but don’t make you any healthier” (quoted in Volsky, 2014). Specif-
ically, the legislation sought to pull back the perks enjoyed by industry within
MA over its TM counterpart, by adding increased risk adjustment modifiers,
changing the structure of benchmark payments, and rolling out taxes that affect-
ed MA.
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These measures should have had pronounced and rapid effects but were in-
stead subjected to the political pressure of widespread industrial intervention.
From the outset, America’s Health Insurance Plans (AHIP), the premier lobby
for U.S. health insurers, made clear that “reimbursement reductions could dras-
tically reduce enrollment in Medicare Advantage and disrupt plan offerings”
(Jennings, 2015, p. np). Their lobbying efforts applied maximum pressure to
both legislative and executive arms of government, and the returns were sub-
stantial. Under intense pressure from industry and Republican political opposi-
tion, the Obama administration soon announced the Quality-Based Bonus Pay-
ments Program (QBP), rapidly expanding a small quality incentive program
built into the legislation. In the original program, insurance plans with a 4- or
5-star rating received a 1.5% bonus on their benchmark payments, but QBP ex-
tended this bonus to 3- and 3.5-star plans, awarding them a 3% and 3.5% pay-
ment bonus, respectively. And 4- and 5-star plans would now receive 4 and 5%
benchmark payment increases. The impact of this 3-year program was large, ex-
ceeding $8 billion, and it amounted to a clear transitional subsidy for the insur-
ance sector. As Kelly (2016) has pointed out, the administration’s support “con-
tradicted its own earlier policy declarations, opened itself up to criticism, and
gave back a significant source of early funding for its signature legislative ach-
ievement” (2016, p. 342).

Beyond backdoor compensation, there have also been yearly policy rever-
sals. The legislation was constructed to curb excess payments by freezing
them at 2010 levels and then imposing incremental cuts from 2012 onward.
The aim was to equalize reimbursement so that it would match TM rates, but
also to recover some $156 billion in revenues over 10 years—funds that could
be used to bolster other elements of healthcare reform. In early 2013, CMS
made good on implementation by issuing advance notice on a proposed 2014
benchmark payment reduction of 2.3% (Book, 2013). However, when the final
payment rates were issued months later, a not-so-surprising reversal had occur-
red, as a payment rate increase of 3.3% was finalized for 2014. This 5.6 % upward
adjustment would continue over the next 6 years. The results in Table 2 demon-
strate a clear trend, in which CMS has been subject to industrial and political
pressure to continue increasing benchmark payments to MA. Following the
first advance notice of payment cuts in 2013, AHIP initiated an aggressive adver-
tising campaign to depict the administration as threatening seniors’ healthcare,
along with a stepped-up lobbying effort on Capitol Hill (Haberkorn and Norman,
2013). Having won the results it needed in 2013, ensuing years brought pre-emp-
tive interventions by industry, no longer waiting for advance notice and keeping
the pressure on both Congress and the White House to adhere to rate increases
(Norman, 2014).
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Table 2: Percentage of Proposed and Final Adjustment Payment Rates to Medicare Advantage
(2013-2019)

Year Proposed (percent) Final (percent)
2013-2014 -2.3 +3.3
2014-2015 -1.9 +0.4
2015-2016 -0.95 +3.2
2016-2017 +1.35 +0.85
2017-2018 +2.75 +2.95
2018-2019 +1.84 +3.4

Sources: (Millman, 2014; Ellison, 2015, 2016; Kelly, 2016; Morse, 2017; Porter, 2018).

In the end, the Obama Administration and the ACA did not make good on the
promise to rein in MA program spending. The capacity of industry to secure ac-
cumulation streams from a public revenue source has proven both effective and
unrelenting. Not only has this industry strategically grown this sector to a point
that can be defended as politically sensitive, but the expected de-enrollment of
seniors following the passage of the ACA simply has not come to pass. Industrial
players can and have translated their quasi-public role into leverage associated
to some 20 million voting citizens, all the while using that same leverage to frus-
trate cost control aspirations of CMS officials. The utilization of market choice in
Medicare—originally intended to infuse ‘efficiency’—has been largely successful
in converting public use into private gain.

4.2.2 Drugs, US Seniors, and Medicare

The fostered growth of Medicare Advantage was only one outcome of the MMA—
a lesser known element of the legislation at the time of its passage.* The bill’s
centerpiece was, in fact, a somewhat unexpected Republican-led effort to en-
large Medicare, by adding a drug benefits program, since known as Medicare
Part D (MpD). On the face of it, this did not fit norm of US politics. The Bush Ad-
ministration had emerged in the aftermath of an austere period of Congressional
budgeting, and large portions of the Republican party were ideologically and po-
litically against expanded government intervention or spending (save for De-

4 This is a modified version of Loeppky (2019, pp. 742—746).
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fense spending). Indeed, there was little incentive on the part of GOP members to
join in the political project, and their public testimonials made this clear. Repub-
lican Jeff Flake (AZ) expressed a broadly felt conservative skepticism towards the
legislation: “I didn’t come here to expand government like that. It will be a mid-
dle-class entitlement that will run away from us” (quoted in Jaenicke and Wad-
dan, 2006, p. 221). In other words, ideological preferences do not explain MpD.
Its ultimate ascension to law must account for adaptive accumulation, because
MpD is custom-built for industrial advantage and securing long-term drug prof-
its.

By the outset of 2000, the question of drug pricing had become critical in the
US, particularly for seniors. Drugs were the fastest growing component of health-
care costs, and Medicare beneficiaries were among the most vulnerable to this
cost escalation. The Democrats had long since incorporated a Medicare drug pro-
gram into their party platform, and the drug re-importation question had put the
issue front and center for one of the strongest lobbies in Washington (Harris,
2003).> As political pressure for the drug benefit was growing, the Pharmaceut-
ical and Research Manufacturers of America (PhRMA) went into overdrive, at-
tempting to optimize the outcome for the drug industry. PhRMA supported
over 600 lobbyists during this period, and it doubled its lobbying budget to
this end. In this sense, the lobbying that led to beneficial clauses in the MMA
should not merely be seen as the defensive reactions of an industry. Instead,
it should be viewed as a progressive strategy of accumulative logic. Republicans
uncharacteristically enlarged an entitlement program not as political benevo-
lence or compassion, but rather as part of an opportunity to adapt Medicare
to greater profit potential.

The MMA afforded an array of groups, many of whom had unrequited agendas deferred by
past Medicare cost-containment efforts, an extraordinary opportunity to pursue their aims
with $400 billion on the table—a pursuit made easier by the desire of both the Bush admin-
istration and Congress to expand the private sector in Medicare ... A unified government
under Democratic Party control would likely not have been as generous to providers, phar-
maceutical companies, and private insurers (Oberlander, 2007, p. 198 emphasis added).

Importantly, ‘privatization’ does not capture this precisely, because the aim was
not to privatize but to rearrange the largest single-payer health system in the

5 The controversy around drug re-importation crystallized in the early 2000s, when increasingly
organized seniors groups in northern states chartered buses for prescription drug-buying trips to
Canada. Online pharmacies in Canada soon began facilitating this market, and events reached
crisis proportions for the drug industry when several US governors publicly questioned whether
re-importation could not be used to lower their state Medicaid costs.
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world. Rearrangement here means locking in revenue streams without removing
existing—or discouraging new—government involvement in drug acquisition.

As a single-payer system, Medicare has always existed in a tense peace with
private providers. As the largest payer for healthcare in the US (44 million enroll-
ees in 2017), it certainly retains the potential to utilize its position for price lev-
erage. This is, of course, the advantage that most state-organized or state-run
healthcare systems have in the face of rising provider costs. With universal pur-
chasing, there is only one buyer, and healthcare providers may negotiate with
this buyer but ultimately are left to “take it or leave it.” In the US system, espe-
cially in relation to the drug industry, this has never been the case. Purchasers
are divided up between multiple parties, and no one party possesses enough lev-
erage to exert strong downward pressure on drug prices. This has meant that
pharmaceutical prices are, by a considerable margin, the most expensive in
the advanced industrial world, as Figure 1 makes abundantly clear.
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Figure 1: Per capita Pharmaceutical Spending by Country, 2000-2019, Source: (OECD,
2021b).

The worldwide drug industry is immensely profitable, and the US market for
drugs is, by far, the most important element of this profitability. As such, the pro-
posed expansion of government involvement in drug acquisition offered both
possibility and danger. As the Veterans Administration (VHA) healthcare plan
had already demonstrated, government leverage over this market (and provision
in general) could have resounding (downward) price effects. The MMA, therefore,
became the vehicle not only to defend existing market practices, but also grow
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them in ways that would boost rather than detract from profitability. As the leg-
islation took form, budgetary levels for prescription drug acquisition were set at
$400 billion over a decade, an amount that was projected to cover one quarter of
seniors’ drug costs. This limited coverage was the result of the specific structure
of the benefit, ostensibly aimed at balancing the obvious needs of seniors with
the limited resources of the federal government—the latter having gone from sur-
plus to deficit in the wake of immense tax cuts and major military spending in
both Afghanistan and Iraq (Crystal, 2003). Its design included what infamously
came to be known as the ‘doughnut hole’, wherein the federal government would
reimburse 75 percent of beneficiaries’ drug costs up to a stipulated level ($2250
in 2006) and resume payments only after ‘catastrophic coverage’ levels were ex-
ceeded ($5100 in 2006). This gap in coverage was designed to grow over time,
with the coverage gap in 2018 tripping at $3750 and catastrophic coverage re-
suming at $8418 (The Kaiser Family Foundation, 2017). This front-loading of gov-
ernment subsidy offered an enhanced incentive for Medicare seniors to enroll in
the MpD program, while it also exposed them to greater back-end, out-of-pocket
costs in stepped-up drug coverage. From the outset, MpD used government rev-
enues to supercharge the seniors’ drug market while privatizing the lion’s share
of risk.

The upshot of this ‘injection’ into the prescription, generic and biological
drug market is that it enlarged the market for sales. Unlike the MA program,
which offered private plans as an option, MpD could only be administered by pri-
vate drug plans (PDPs). This put the insurance industry in the driver’s seat for
plan administration, and it made the likelihood of serious cost control all but
disappear. To reinforce this market security, the drug industry negotiated a
clause within the MMA that prohibits Department of Human Health and Services
(DHHS) from using its regulatory leverage to affect the pricing of drugs. Specif-
ically, section 1860D-11(i) of the Social Security Act is amended, whereby the
DHHS Secretary “(1) may not interfere with the negotiations between drug man-
ufacturers and pharmacies and PDP sponsors; and (2) may not require a partic-
ular formulary or institute a price structure for the reimbursement of covered
part D drugs” (US Congress, 2003, p. 2099). This is a remarkable clause, insofar
as the government actually handcuffs itself with regard to the most useful tool
related to drug policy sustainability. The results for industry, on the other
hand, have been both considerable and worth defending. Spending in MpD
has increased from $44.3 billion in 2006 to $92 billion in 2018, growing from
10.8 percent to 15.9 percent of Medicare spending. And this spending is projected
to accelerate with a 4.7 percent annual growth rate until 2026, at which point it
will constitute 175 percent of total Medicare spending (Hoadley, Cubanski and
Neuman, 2015, pp. 1686—-1687; The Kaiser Family Foundation, 2017). A 2015
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study suggests that MpD pays at least double the OECD average for patented
drugs; that it pays 73 percent more than Medicaid and 80 percent more than
VHA for brand name drugs; and that utilizing the same Federal Supply Schedule
as VHA would have saved MpD $16 billion a year (Gagnon, 2015). Not surprising-
ly, the role of MpD in total US prescription drug spending has increased substan-
tially, growing from 18 percent of the market in 2006 to 29 percent in 2015 (with
projected growth to 35 percent in 2025) (The Kaiser Family Foundation, 2019). Fi-
nally, the growing prominence of MpD spending is not a function of enhanced
competition, as just five firms—United Health, Cigna, Aetna, CVS Health, and Ex-
press Scripts—control over two-thirds of the market (Hoadley, Cubanski and Neu-
man, 2016).

As in the case of Medicare Advantage, the ACA, in part, was intended as a
vehicle to address the severity of drug spending in MpD. However, this was
aimed at relieving the spending burden for consumers rather than addressing
the structural effects of MpD on drug sales. The relevant sections of the legisla-
tion established progressively greater subsidies that would close the ‘doughnut
hole’ by 2020, restoring the payment balance to a 75/25 covered/out-of-pocket
balance. While there is no denying that this helps US seniors, surely a worthy
goal, it also reinforces an already heavy personal cost across the entire drug ben-
efit (up until catastrophic costs, over $8148 in 2018, after which enrollees pay 5
percent). Additionally, the ACA did impose a 50 percent manufacturers’ rebate
on the coverage gap, meaning that government subsidies will fill the 25 percent
remainder by 2020. But no amount of countervailing subsidy or enforced rebates
will address the issue of price escalation or the basic structure of MpD. There
may be an ongoing debate over ACA coverage gap subsidies, but this is an ideo-
logical battle over how much, not whether or not, government should subsidize a
market-adapted system (Roy, 2012; Osborn and Beier, 2017). There was certainly
no proposal during the Obama administration to reintroduce serious government
leverage into the negotiation of drug prices, as exists in most other OECD coun-
tries. In fact, on existing programs, the ACA more generally works to reinforce
the status quo, while trying to soften its more difficult consequences for patients.
As such, it allows MpD to continue as a vehicle for adaptive accumulation, pay-
ing a bigger portion of inflated US drug prices with public revenues, boosting in-
surance, pharmaceutical, and biopharmaceutical profits.

4.2.3 The Affordable Care Act

Nowhere has the adaptation of the health industry been more obvious than in
the largest instance of healthcare reform since the passage of Medicare and Med-
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icaid in 1965.6 Just as the latter programs are properly understood as an accom-
modation of private market interests, so too can the ACA be seen as a reworking
of the healthcare system, such that it remains conducive to commercial profits.
The Clinton reform failure forestalled any large-scale political action on health-
care for 15 years, as political figures exhibited little appetite for the multi-
pronged backlash that such action invites, but its haunting presence certainly re-
mained. The plan’s demise also established “the prime directive of [any future]
health reform: do not disturb the existing insurance system and the already in-
sured ... [and that] various formidable interests—insurers, employers, the medi-
cal care industry, and states were invested in the prevailing order” (Oberlander,
2016, pp. 804—805). Nonetheless, the Congressional Democratic electoral victo-
ries and the dramatic emergence of the Obama administration in 2008 opened a
unique political window, in which the passage of meaningful healthcare reform
presented itself as a rare opportunity.

This opportunity would take dramatic twists and turns, and the ACA would
be born into a world of outright hostility and resistance, regardless of its tepid
character and similarity to past Republican reform proposals (Starr, 2013, p.
ch.7). While the ACA’s largely Republican-driven political difficulties are consid-
ered below, the primary concern here is the way in which reform has been mold-
ed into an accommodating set of programs vis-a-vis market interests. With calls
to make U.S. healthcare more inclusive, the health industry rallied around a new
set of objectives: ensure that any Democratic reform stops short of full govern-
ment administration or single-payer structure. This could only be achieved, how-
ever, with ‘ahead of the curve’ lobbying, ensuring that profitable corporate par-
ticipation was part and parcel of reform. Along these lines, the prospect of
systemic reform legislation could be seen as industrial opportunity rather than
threat. Deftly lobbying the reform process, industrial actors structured their in-
terests into the architecture of the ACA, ensuring the extensively fragmented
state of U.S. healthcare was not only preserved but even extended.

For their part, the Obama administration and leading Democrats made sure
to avoid decisions that would draw the fire of the health industry. Indeed, the
leitmotif of the government negotiation process was corporatist-style deal mak-
ing. The administration proved singularly adept at providing enticements that in-
dustry could not easily refuse. What John Geyman (2018) has labeled the admin-
istration’s ‘surrender-in-advance’ strategy would bring onside all the major
purchasers and providers of the health system. This began with the pharmaceut-
ical and hospital industries, both of which sought reassurances of their position

6 This section is a modified version of Loeppky (2019, pp. 746 —749).

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

56 —— Chapter 4: Health, Healthcare, and Adaptive Accumulation

in healthcare delivery. In early deals with the administration, wherein both in-
dustries pledged their political support and some resources, the administration
surrendered far more valuable guarantees. The MMA’s prohibition on govern-
ment involvement in pricing or formularies was extended to the ACA, supplying
extraordinary assurances for two industries responsible for the fastest rate of
price increases. These industries’ negotiating groups—PhRMA and the American
Hospital Association (AHA)—were well aware that the benefits of a government-
driven, enlarged healthcare market would translate into more patients/custom-
ers. As such, the “up-front concessions were substantial: They limited the
law’s ability to deliver tangible benefits to the middle class and largely took
off the table tools of cost control used in other nations, such as provider rate-set-
ting and government negotiation of drug prices” (Hacker, 2010, p. 865). As the
aforementioned data for Medicare Part D makes clear, drug prices have acceler-
ated under the ACA, particularly in recent years, and particularly in sought-after
prescription drug classes (Norman and Karli-Smith, 2016).

While providers fared well under the ACA, the largest changes came for pay-
ers: insurance companies formed the backbone around which the legislation
would be constructed and maintained. Represented by its umbrella organiza-
tion, AHIP, the insurance industry followed a textbook version of adaptive accu-
mulation: accept more government regulation; attune it as much as possible to
assured revenue streams; and project a public purpose in doing so. As a result,
the ACA is designed for minimal disruption of the existing insurance system
while it extends coverage to the uninsured or under-insured. In order to do
this, it expands eligibility for Medicaid (to 138 percent of the poverty line, de-
pendent on state governments’ participation in the program), but it also bolsters
the individual insurance market for those without employment-based insurance
or Medicaid support. It mandates state individual insurance ‘exchanges’ in
which insurance companies offer accessible plans that meet federal criteria.
These criteria, no doubt, softened some of the sharper edged elements of health
insurance in the US. They addressed discrimination based on pre-existing condi-
tions; extended coverage for dependent children; and eliminated the heinous
practice of recission (Vick, 2009).” But the quid-pro-quo was also straightfor-
ward: if the industry was to expand its coverage to ‘riskier’ beneficiaries with
less purchasing power, it demanded a strong ‘individual mandate’ that made
the purchase of health insurance legally compulsive, with enforcement, expand-
ing the pool of paying customers. Indeed, AHIP’s stance on the emergent legis-

7 Recission is a retroactive cancellation of a health insurance policy, based on a review of the
beneficiary’s file and the conclusion that the insurer did not have complete information.
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lation always revolved around the strength of this mandate. As Nelson Lichten-
stein (2017) has rightly pointed out, the prospect of any real free market “worried
private insurers who ... feared that millions of young, healthy and/or low-income
people would pay [any weak] penalty and skip coverage. They wanted more gov-
ernment regulation, and a stronger mandate, not less” (2017, p. 127 emphasis
added).

At the same time, AHIP worked assiduously to position its corporate constit-
uents as the leading beneficiaries of government largesse. For much of the de-
bate surrounding the emergence of the ACA, there had been proposals for
some kind of public insurance option to compete on the exchange, with an
eye to keeping private plans honest and capturing unmet public need. This gar-
nered industry’s hostility, as officials argued they could not compete against an
insurer with the full backing of the US government. As such, while the possibility
of a government option was being entertained in the House of Representatives,
the full force of AHIP lobbying was brought to bear on the parallel Senate bill
that eventually would be the basis for legislative passage. Not only was the pub-
lic option dropped from that bill, but government support was, in fact, directed
towards subsidies for private insurance premiums for individuals between 138
and 400 percent of the poverty line, as well as cost-sharing reduction payments
for insurance companies participating in the insurance exchanges (Levitt, Cox
and Claxton, 2017).

None of this is to presume that intervention into the insurance markets is
solely a governmental gift to industry—certainly, the expansion of healthcare
rolls by 16 — 20 million US citizens has merit, particularly for those receiving cov-
erage for the first time. However, it does point to industrial strategies of both pur-
chasers and providers that defend the complexity and fragmentation of US
healthcare delivery, with the aim of preserving—even expanding—its profoundly
accumulative nature. Ensuring this system of multiple divisions generates con-
tracts never placed under any price leverage, allowing handsome profits
among purchasers and providers alike. In this sense, the continuing insistence
in US political circles that market organization delivers population-wide health-
care in a qualitatively superior and cost-effective form continues to reveal itself
as ideological servitude rather than evidence-based public policy recommenda-
tion (Waitzkin and Hellander, 2016, p. 16).

In the wake of the 2016 election, the ACA faced considerable uncertainty, as
populist, conservative and pro-market elements of the Republican right sought
an agreed upon path to repeal the law. Initial attempts resulted in failure, as
the proposed alternatives proved politically unpalatable and unsupported by
the powerful industrial sectors noted above. The strategic maneuvering here of
various sectors of the health industry, especially insurance, speak to their
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uniquely adaptive disposition towards the ACA. AHIP’s position on the final
round of repeal attempts—the Graham-Cassidy repeal bill—summed up both
the desire of the industry to optimize its benefits under ACA and its fear of
the alternative. The bill would, AHIP claimed, “destabilize the individual market;
cut Medicaid; pull back on protections for pre-existing conditions; not end taxes
on health insurance premiums and benefits; and potentially allow government-
controlled, single-payer healthcare to grow” (quoted in Hellmann, 2017, para.l;
see also Pear, 2017). The implication that Republicans’ actions were driving to-
wards a government-run healthcare system, of course, stands reality on its
head, but also emphasizes the ferocity with which industry defends its expand-
ed, government-subsidized coverage.

When these repeal attempts ultimately failed, Republican tactics shifted to-
ward the elimination of the individual mandate. With escalating yearly tax fines,
the mandate was intended to ensure that large enough beneficiary pools would
make more tenable the extension of lower-cost plans that meet ACA coverage cri-
teria. Defending the basis for the ACA’s insurance exchanges, AHIP (with other
groups) warned of “serious consequences if Congress simply repeals the man-
date while leaving the insurance reforms in place: millions more will be unin-
sured or face higher premiums, challenging their ability to access the care
they need” (America’s Health Insurance Plans et al., 2017). While insurance ex-
change markets had met with mixed success initially, by 2017 they were starting
to meet their profit potential for industry (Abelson, 2017). With millions of new
enrollees on the exchanges, their effect had become a palpable—albeit still a mi-
nority—component of industry profits. In the end, even the powerful healthcare
lobby could not forestall Republicans’ political urge to somehow make good on 9
years of very public ACA repeal pledges, and the individual mandate fell victim
to the very instrument that gave it life—budget reconciliation. The exchanges,
however, had taken root, and there has been only a modest drop in participation,
with 11.5 million beneficiaries in 2020, even without any compulsive tax enforce-
ment (The Kaiser Family Foundation, 2021).

Elsewhere, industry continued to struggle to preserve and optimize the gen-
eral structure of healthcare delivery modeled by the ACA, even as the Trump ad-
ministration and a Republican House had the law in its crosshairs. Industry lob-
bied aggressively to remove the Independent Payment Advisory Board, which
theoretically controls payments from Medicare to purchasers and providers
alike. They pushed back against a rule change proposed by the administration
to allow small businesses to purchase “association plans,” which offer far less
protection than ACA-enforced plans (Demko and Cancryn, 2018). Similarly, the
industry fought the “Cadillac tax,” intended to raise revenue by taxing high-
priced insurance plans. As a result of these efforts, the tax’s implementation
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was twice delayed and then eventually repealed—along with the health insur-
ance tax and the medical device tax—in late 2019 (Haberkorn, 2018; Keith,
2019). Ultimately, strategic maneuvering by industry has preserved spending lev-
els mandated by the ACA while eliminating its revenue-raising elements—ele-
ments that were largely taken from industrial profits. At each turn, the imperative
has been clear: maintain robust government involvement while maximizing prof-
it streams.

Failing all else, Republicans turned to the courts (again), in California v.
Texas (formerly Texas v. Azar), attempting to dismantle the ACA, by declaring
it unconstitutional. Plaintiffs, who prevailed in District Court, argued that the en-
tire law hinges on the sanctity of the individual mandate, which accorded it fed-
eral jurisdiction. With Republican tax reform having ‘zeroed out’ the individual
mandate tax penalty, plaintiffs asserted that the ACA is unconstitutional in juris-
dictional terms (Keith, 2018). Taken up by the Supreme Court in 2020, as the
Trump administration expressed its unwillingness to defend the law, the insur-
ance industry intervened as a ‘friend of the court,” making clear that:

Even assuming the Court has reservations about the constitutionality of the individual
mandate and the severability of that provision from the ACA (either in its entirety or in
part), the profound harm to the public interest flowing from either a grant of preliminary
injunctive relief or a grant of declaratory relief—through detrimental impacts on patients,
governments, health insurance providers, medical care providers, and other stakeholders
—compels their denial (America’s Health Insurance Plans, 2018, p. 7).

Similarly, the AHA insisted that “striking down the entire ACA would devastate
this Nation’s healthcare system, its patients, and the hospitals they rely on for
care” (American Hospital Association, 2018, p. 3). For purchasers and providers
alike, a return to healthcare delivery with no community rating or guaranteed
issue rules in the purchase of health coverage, along with retraction of Medicaid
and Medicare funding, would shrink the now government-bolstered marketplace
in health, definitively raising premiums in an unequal manner. As such, with the
exception of the National Federation of Independent Businesses (NFIB), which
has opposed the ACA from the beginning, no sector in the health industry
backed Republican designs on the program’s dismantlement.

Ultimately, from its Medicare Advantage favourability, to expanded Medicaid
in over 30 states, to a government-propped individual market open to price in-
creases, the ACA has been a very productive terrain for the health industry.
And while each industrial group within the sector cannot and does not retain
fully optimized profitability in the face of the law’s volatile political course,
there has been a concerted effort across these groups to capitalize on govern-
ment spending while minimizing both revenue contributions (such as taxes or
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industrial discounts) and market risk. The ACA is not so much government ‘med-
dling’, as its loudest critics suggest, but rather a government reassurance to
many sectors benefitting from and seeking to expand market-oriented health
in the US.

4.3 Conclusion: The Future of US Health

The overall picture of the US healthcare system can be described as a patchwork,
with grossly uneven coverage across the population. Among those who profit
handsomely from this arrangement, there is no serious appetite for change or
simplification. Indeed, it is precisely the complexity and cumbersome nature
of unlimited contracts in US health that makes it such a lucrative sphere of ac-
cumulation. But even if this complexity has typically achieved profits beyond ex-
pectation, like any sphere of accumulation, there are limits. In a market that ex-
pands on the basis of rapid price increases and enlarged care opportunities,
political questions have been legitimately raised as to why some Americans re-
ceive so much healthcare and others so little, even none. This has also been the
entry point for adaptive accumulation, at the crossroads between an industrial
need for new profit outlets and the crisis of inadequate care generated in a frag-
mented market system of health delivery. From Medicare Advantage to ACA in-
surance exchanges, stabilized and expanded forms of industrial revenue have
been procured while insurance, pharmaceutical, and hospital trade groups
make moral and political arguments for the protection and well-being of US citi-
zens/patients. In a sector where other comparable OECD states make the health
industry bend to governmental and public purpose, a long history of reform has
left the US government accommodating multi-pronged industrial interests, in
order to extend expensive and objectively ineffective market-based care.

At writing, the ACA has persevered through the Trump administration and its
contempt for ‘Obamacare’, even surviving the Supreme Court challenge in Cali-
fornia v. Texas (Luthi, 2021). Moreover, 2020 —21 has witnessed probably the
worst US health crisis on record, with COVID-19 leading to the death of well
over half a million of its citizens, a health system in disarray, and a politico-eco-
nomic situation that has grossly divided the nation. It could be argued that
healthcare, in particular, has reached a critical conjuncture and, more than
any other policy area, is ripe for serious structural reform. In a telescoped man-
ner, COVID demonstrated the harm done to impoverished and racialized com-
munities in an unequal and uneven health and social system (Cox and Krutika,
2021). The disproportional and unequal impact of the virus has provoked another
political debate around healthcare accessibility and equity, giving rise to new
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calls for some form of single-payer healthcare, best captured by the popular and
political movement towards ‘Medicare for All’ (MfA).

The concept and initial legislative steps for MfA have been on the table since
2016, largely propelled to the national stage by Senator Bernie Sanders’ two pres-
idential campaigns. At first glance, the proposal is alarmingly simple. US Medi-
care, the largest single-payer health system in the world, possesses popular ap-
peal, and the aim is to expand its domain to include larger portions of the
population, with an eye, ultimately, to cutting out insurance companies from
core healthcare provision. The benefits of this to the US population are undeni-
able—access to healthcare would increase while its costs would decline, largely
as a function of massively broadened risk pools; lowered administrative costs;
and public leverage over the upward march of provision costs. Indeed, the Con-
gressional Budget Office has scored this program recently, estimating its current
legislative form to lead to enhanced healthcare usage, but an overall drop in
healthcare costs of $650 billion (Gaffney, Himmelstein and Woolhandler,
2021). On the issue of inequalities, revealed so clearly during the pandemic, uni-
versal and equitable healthcare access will not solve every social ill, but it will go
some distance towards mitigating one of most trenchant social stress points
across racial, gender, and class lines in America.

It has also become clear that this has some popular appeal across US polit-
ical culture, at least when represented in general terms. In the wake of COVID,
frequently conducted polling places support for a publicly-funded healthcare
system above 70 percent (Michels, 2021). But as has often been the case with
healthcare polling data, the devil is in the details. More detailed polling suggests
that simply not enough people believe or understand that universal, single-payer
healthcare would constitute a major change to the current system of delivery.
Critically, more than half of polling respondents believe that such a system
would not require them to relinquish their private plans, whether acquired via
employment, through Medicare/Medicaid, or on ACA market exchanges (Altman,
2020). This inconsistency reflects overall confusion in a healthcare system that is
unnecessarily but strategically complicated, and it forms the basis from which
both industrial and political resistance to change will continue to emerge.

Political momentum towards Medicare for All has certainly built beyond pre-
vious expectations, with over a hundred Congressional Democrats signing on
and a House hearing scheduled in 2021. However, arrangements under adaptive
accumulation will not be relinquished without a colossal fight from the health
industry, which has already organized aggressively. Indeed, following the
Biden electoral victory in 2020, AHIP, in concert with Blue Cross-Blue Shield, im-
mediately staked out its ground, issuing a letter to Congressional leaders. Getting
ahead of calls for government run healthcare, it instead stressed the necessity of
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increased subsidies to both COBRA premiums (allowing people to keep private,
employer-based plans after termination) and individual market premiums. At the
same time, the letter demanded stabilization of funding to Medicare Advantage
plans, with an extra emphasis on MpD (America’s Health Insurance Plans and
Blue Cross/Blue Shield, 2020). That AHIP uses the critical situation surrounding
COVID to call for an expansion to all the component parts of its government
adapted strategy should come as no great surprise. Tragically, crises are often si-
multaneously opportunities for capital. Equally unsurprising, but perhaps more
disappointing, is the rather obedient response of Democrats. While Sanders’ leg-
islation lingers in the background, Democratic lawmakers, following Biden’s
lead, have moved ahead to inject billions into precisely the revenue streams
sought by industry. The COVID Relief package passed by Democrats provided
an additional $35 billion to increase subsidies for private insurance plans
under the ACA and Cobra mechanisms. Record lobbying of the health industry
—$615 million in 2020—makes this outcome all the more understandable
(Evers-Hillstrom, 2021).

In this regard, the difficulty of the path to be forged ahead in American
health delivery could not be more apparent. Industry, having pushed the limits
of profit accumulation through MA, MpD, and the ACA, will forcefully advocate
for a system in which the competitive market mechanisms within these programs
are validated, while government subsidization expands progressively, always
avoiding markets deemed of little value. In this, there is perfect consistency in
the industrial call for both an expansion of the healthcare exchange markets
and enhanced Medicaid funding. The latter cleans up the inevitable adverse se-
lection in healthcare purchasing, allowing for unprofitable quarters of society to
be sidestepped, without any sullying association to industry. In the end, of
course, this is far more expensive for society. A recent study of private coverage
versus Medicaid costs concluded that,

.. overall healthcare spending was more than 80% higher among Marketplace-eligible
adults than among Medicaid-eligible adults. This difference was no longer significant
when claims were adjusted to Medicaid prices, indicating that the cost differences were
driven by higher prices for the same services in the Marketplace compared with Medicaid
(Allen et al., 2021, p. 9).

Higher payments and overall societal cost equal enhanced profit in the market-
place, and no small amount of these costs are born by individual beneficiaries.

Marketplace coverage was also associated with 10-fold higher out-of-pocket costs for low-
income enrollees than Medicaid. This finding is consistent with prior research that found
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that Marketplace enrollees are exposed to higher out-of-pocket costs and are at greater risk
of extremely high spending even with significant federal subsidies (2021, p. 9).

Finally, defensive claims that market actors deliver higher quality care also
found very little corroboration.

In terms of clinical quality, we found no difference for the primary outcome of ambulatory
care-sensitive hospitalizations. Among secondary outcomes, 5 measures favored Market-
place coverage (though 1 was of minimal clinical relevance, a 1 percentage-point difference
in flu vaccination), 1 measure favored Medicaid, and the rest (6 of 12) showed no significant
differences (2021, p. 9).

There can be no doubt that industry—from insurance to hospitals to pharmaceut-
icals—seeks to avoid instances of government-run programs (except for the ex-
tremely impoverished) that offer even a slight demonstration effect on costs to
the American public. Medicare for All, of course, constitutes the worst of all out-
comes for corporate actors, which is why the industry gears up so readily each
time there is even the prospect of reform. The reasons for this are clear: single
payer health insurance would lead to enhanced healthcare use but a significant
drop in overall social spending. Industry wants no part of this, as its powerful
fights against state-based public payer models in Michigan, Washington, Colora-
do, and California make abundantly clear (Michels, 2021; Rock, 2021; Wilkins,
2021).

Short of a universal payer model, even second- and third-best options draw
fire from industry and its supporters. Dropping the eligibility age of Medicare to
60 or 55 would include more people on the public healthcare rolls, and it has
been suggested that this could be done without Congressional approval through
Executive Authority. What this would mean in terms of the private market is not
clear, as such a large portion of Medicare is already operating outside the normal
boundaries of traditional Medicare. Will new enrollees have access to Medicare
Advantage or will they be limited to traditional Medicare? How would either dif-
ferential access or complete reversion to TM be sold politically? Both of these
questions offer obvious points of vulnerability and, thus, opportunity for
AHIP, PhRMA, and the AHA to exploit during any politico-legislative process.

Similarly, the seemingly endless quest for a so-called public option is likely
to fare no better. This was the target of AHIP, even as it espoused political sup-
port for the ACA, and it is unlikely to sit idly by while Congress ponders such an
option (Strasser, 2012). Even if such an option were to emerge within ACA cover-
age, it would likely exhibit a weak systemic effect and could rather easily be dis-
credited. A public option would not start out with very much (if any) purchasing
leverage, assuming the healthcare law were rewritten to allow for robust price
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negotiation. If the vast majority of healthcare purchasing agents surrounding a
public option are still market-oriented, that program is still likely to pay out mar-
ket level prices. And there should be no illusions about the costs: serving margi-
nalized and impoverished communities, the provision needs will be all that
much greater. In the end, the public option, with a weak actuarial risk pool,
and without any substantial single-payer price leverage, will appear costly and
bloated. It will be low-hanging fruit for anti-government conservatives and the
health industry, offering little more than a demonstration case as to why govern-
ment should not be allowed to ‘take away your healthcare choices’.

Ultimately, any realistic assessment of healthcare reform in the U.S. steers us
towards an all-or-nothing conclusion. Either there is a sea-change in at least pur-
chasing (a single-payer system), where either government(s) or highly regulated
and coordinated non-profit associations take the helm, or adaptive accumulation
will continue to rule the day. Corporate actors, along with policymakers of all
stripes, have proven adept at creating a complicated labyrinth of purchasers
and providers, where the possibilities for commercial intervention abounds.
And once in place, the notion of selectively ‘taking away’ citizens’ existing com-
mercial healthcare plans, whatever their actual efficacy, has proven to be a po-
litical dead end.
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If healthcare rivals the military domain as a component of total societal spend-
ing, then education is not far behind. Spending in K-12 education exceeds $600
billion across the U.S., and the wider education ‘market’, estimated at $1.3 tril-
lion, has hardly gone unnoticed by the business community (Zion Market Re-
search, 2018). As with health, citizens involved in the private education endeav-
ors are captured participants, because opting out of the existent resources
available to them is rarely a viable option. Parents need their children to attend
school, and all too often this is not under conditions of their own choosing. The
US educational landscape has been changing for some time, but unpacking this
change in an understandable way can prove challenging, as funding and deliv-
ery are spread across federal, state and local jurisdictions.

This chapter undertakes this task by considering the degree to which educa-
tion, like health, has become a robust terrain for adaptive accumulation. It as-
serts that, in fact, K-12 education is on a concerted transformative path to adap-
tive strategies, even if that process is nowhere near full realization. And, as with
health, this transformation preys on the racial and class inequalities built into
the American education system. The room for accumulative expansion is exten-
sive, but this has also been tempered by the considerable political sensitivities
attached to education reform. As such, reformers zero in on, or manufacture, ‘cri-
ses’ as a key motivator to change, whether such change is welcomed or not by
the communities it affects.

The chapter opens with a brief background discussion of crisis-creation in
early neoliberal approaches to education, which sets the stage for waves of re-
forms in the contemporary era. Following this, it delves into the field of reforms,
from charter advocacy to private corporations, in order to reveal the extent of ac-
tive restructuring. Private entrants into this market have evolved over time, and
adaptive accumulation, it turns out, can progress amidst a range of both profit
and non-profit actors. The chapter goes on to examine the role of government
in partnering with such actors, fostering a regime increasingly conducive to
the private consumption of public revenues. Finally, it turns to the nagging prob-
lem of evidence, which critics of public education insist predominantly favours
increased market involvement. While much of this favourable °‘evidence’
amounts to anecdotal stories, these are magnified in ways that heroize market
options, equating them inherently with individualized success. Ultimately, how-
ever, this anecdotal projection belies the facts, as any systematic study reveals
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widespread underfunding of public education and no improvement (and often
deterioration) with the increasing participation of market actors.

5.1 Education as Crisis

It has been well established that neoliberalism, from its outset, puts pressure on
the credibility of the state as a manager of societal affairs. This, however, is not a
pressure that could be applied without rhetorical justification, and the primary
way to substantiate it has been to proclaim ‘crisis’. Probably nowhere has this
strategy been more relevant than in the field of education. In the late 1970s,
the precursors to Reaganomics were in full swing, and the formation of groups
like the Business Roundtable put the forces of the market at the center of societal
transformation. Such groups set their sights on education as an arena ripe for
reform. Antonia Darder (2015) has pointed out that, in retrospect, this was con-
sistent with the motivations of neoliberal reformers:

It is not surprising that just as promising outcomes in the late 1970s and early 80s with im-
provement in educational outcomes for the most impoverished communities and an in-
crease in college and university attendance by historically underrepresented student pop-
ulations, the conservative antics of the right revived their bitter campaign to discredit
progressive educational efforts, advance the privatization movement and usher in some
of the most Draconian accountability measures in the history of US education (2015, p. xi).

It is important not to romanticize the postwar gains of African-American com-
munities, or the degree to which their court-affirmed civil rights—especially in
education—were actually realized in the post-war era. But there is no doubt
that some educational gains had emerged for these communities, and from
the perspective of the political right, these were perceived as encroaching on
their own standing. In line with the wider neoliberal distaste for any Keynesian
structures, public education, then, would become emblematic of all that needed
to be dismantled or held at bay.

It was the Reagan administration that cleared the ground for this by deploy-
ing its most damning political thematic: the economic ‘failures’ of the welfare
state. According to the administration’s landmark report, A Nation at Risk, the
downward trend of American economic prowess could be traced to the failing
state of public schools. It asserted that, “the foundations of our society are pres-
ently being eroded by a rising tide of mediocrity that threatens our very future as
a nation and a people” (quoted in Slater, 2015, p. 4). Students experiencing de-
bilitating distractions (primarily drugs), failing teachers, and a general inability
of public institutions to address societal ills are said to have combined in a crit-
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ical mass, necessitating new ideas in educational reform. Graham Slater (2015)
has noted that this agenda found acceptance across business circles and the
mass media, with a constant portrayal of public education as an economic obsta-
cle in the path forward. He notes that mass media “propagated the script of pub-
lic education as the source of every social ill from the failure of big business to
compete globally, to the loss of jobs, to a rise of youth murder” (2015, p. 5).

A primary outcome in education policy under Reagan was to shift its empha-
sis from the impact of social inequalities to the purported impacts of teacher and
student performance. Educational improvement was sought at the local school
level, with teacher quality review, student testing and parental choice. Pedagog-
ical outcomes were evaluated at the level of the individual, understood to be is
entirely responsible for both his/her circumstances and results. This, then, be-
came the insertion point for ‘accountability’ as a quantified form of school eval-
uation (through test scores and performance metrics) and, ultimately, the basis
for parental ‘choice’ in school selection. The political fights around school
vouchers and charter schools find their roots in this policy shift, and educational
institutions, like all government-related bodies, went from being the object of
federal support to targets of shame and ridicule.

While the first Bush administration focused little on education policy, it car-
ried forward the main outlines of this vision with increased standardized testing.
But as with so many policy areas, it was the Clinton administration that pushed
forward market friendly measures in ways unimagined by previous Republicans.
With what Richard Van Heertum and Carlos Alberto Torres (2012) call ‘instru-
mental progressivism’, the administration integrated the fundamental principles
of Republican educational reform, wrapped in the guise of a new knowledge
economy. While the administration dropped the crisis rhetoric, the underlying
motivation of its policy remained the same: achieving global competitiveness,
this time in a ‘knowledge economy’. Rather than moralizing, the administration
sought to gift the troubled American worker with enhanced knowledge, and stu-
dents were to be the beneficiaries of the future. As such, the education agenda
during this period advocated standardized testing, teacher quality programs, ex-
pansion of Head Start, lifelong learning, and the proliferation charter schools
(2012, pp. 10-11).

From Reagan to the end of the Clinton years, we witness the reimagining of
public schooling, such that it better reflects entrenched neoliberal values. The
foundation for more prolific changes in the 21* century is set during this period,
including the imperatives of individual student autonomy and flexibility, teach-
ing scrutiny, and the right to school choice. Education is a sensitive societal
issue, not easily amenable to change, and neoliberal philosophy was, arguably,
applied in a hesitant and haphazard manner. Other than generalized rhetoric
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against bureaucratic inertia, with alternative schooling experimentation, its
strategies did not yet meet with a wider economic strategy on the part of corpo-
rate actors. However, with a new Bush administration at the outset of the millen-
nium, as well as a new ‘crisis’, education would proceed from a Republican and
Democratic centrist hobbyhorse to a sphere of considerable interest in the corpo-
rate world.

5.2 Mining Public Schools

If the corporate response to reforms in education policy were tepid during the
1980s and 90s, that changed definitively at the turn of the century. The enormous
sums of public revenue flowing into primary and secondary education make it a
very attractive target for private operators. As one investment advocate has made
clear, “[even] in the most trying economic times, hundreds of billions of taxpayer
dollars, earmarked for the education of children ... are appropriated each year.
For ... private equity and venture capital firms, that kind of money can prove ir-
resistible” (Herbert, 2014, para.15). As a public domain, K-12 education is attrac-
tive to strategies of adaptive accumulation, because there is no question of the
consumption of the commodity. It is not a luxury but a necessity and, as
such, consumption cannot be suspended in periods of slow growth. In this
sense, education is quantitatively and qualitatively ideal. It is a sphere in
which both new markets can be established and unusually stable profit streams
emerge, as funding from public revenue sources become more or less guaran-
teed.

Private K-12 education has existed in conjunction with the public system for
a long time, but the emergence of charter schools opened a doorway for capital
into public schooling. As suggested above, charters emerged in the 1990s as the
preeminent form of ‘alternative’ schooling. With an emergent perception of ‘fail-
ing schools’, particularly in the urban environment, charters began as a commu-
nity-driven attempt to revitalize local education. These schools remain part of the
public system, supported by public funds, but they are reconstituted under a
charter that grants them autonomy from local school board, municipal, and
state authority. This allows discretionary freedom on budgets, and it also accords
autonomy in hiring and firing, circumventing teachers’ unions. While charters
grew haphazardly in the 1990s, their numbers have grown rather dramatically
since the turn of the century. In 2000, there were some 1900 charter schools,
but this number had far exceeded 7000 by 2018, providing schooling for well
over 3 million students (National Center for Education Statistics, 2018). Mean-
while, the number of students attending public schools between 2005 and
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2016 actually dropped by over half a million. These figures vary across different
states quite substantially, but a number of states have seen charter schools climb
above 10 percent of student population, including Florida, Louisiana, Arizona,
Utah, Colorado, Michigan, Delaware and the D.C. area, where the figure is over
40 percent (National Center for Education Statistics, 2019). What is the signifi-
cance of these inroads? While all charters are not private, per se, their autonomy
and decentralization of authority opens multilayered possibilities for corporate
insertion, where the utilization of public funds can be adapted in ways that en-
hance private returns and evade public accountability.

From the early 2000s, the rush was on to realize for-profit schooling in as
many locales as possible. Charters became the order of the day, as strategies
around flipping such institutions into business or business-like entities emerged.
The procedure is fairly consistent: locate districts with so-called failing schools,
encourage their conversion to public charters, and wait for their need for man-
agement. A charter school that has been delinked from the district board is
more vulnerable to investment and management by private operators (Saltman,
2014, p. 241). The main vehicle for doing this has been the educational manage-
ment organization (EMO), which typically operates a network of schools, often
across regions. EMOs can work on for-profit or non-profit basis, though their
goals often appear strikingly similar, as the latter are regularly allied closely
with the business model. Almost half of all EMOs run on an explicit for-profit
model, and they can administer dozens of schools across state boundaries. It
is increasingly the case that these organizations negotiate agreements with
schools rather than district boards, suggesting that the charterization process it-
self has become a major mechanism for the re-routing of education revenues into
private channels.

EMOs are now able to legally operate in over 35 states, and they manage al-
most half of all charter schools. The concentration of these management arrange-
ments is very clearly urban and disproportionately aimed at poor and racialized
communities. There are, of course, multiple avenues by which EMO/Charter ar-
rangements can render private benefits, but it starts with the awarding of public
funds to the schools themselves. These revenues are primarily local, but can also
be sourced from state and federal sources. Charter schools negotiate contracts
with EMOs to oversee the daily operational delivery of education and asset man-
agement. The school’s board then largely becomes a financial clearing appara-
tus, with only broad decisions on how to use funds being transferred over to
the EMO. The point should be clear: as revenues move further and further
away from the public sector, the accountability of their use diminishes. As
Bruce Baker and Gary Miron (2015) have made clear, the transparency of
EMOs—for-profit and non-profit—is far weaker than a public institution. Non-
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profits are largely shielded from statutory accountability, with the only remaining
assessment being the spotty requirement that IRS filings be disclosed. In for-
profit EMOs, transparency amounts to either Securities and Exchange Commis-
sion quarterly reports, in the case of a publicly traded company, or nothing at all.

This lack of transparency has consequences, as funds are utilized in ques-
tionable and highly varying ways. The assumption that a non-profit EMO is
more inclined to use public funds in an appropriate and pedagogically produc-
tive manner does not bear out. In the case of both for-profit and non-profits,
there is opacity in the use of funds and a clear predilection towards cost-cutting.
As with all publicly derived revenues, usually the stipulated amount is fixed, in
this case on per-student enrolment basis. As such, the route to either profit ac-
cumulation or enhanced utilization of revenues (in the case of a non-profit) is
cost-reduction. And here, the rule of business is clear: money spent on students
does not go towards the financial health (bottom line) of the organization.

Charter schools under contract, then, tend to be resource poor, in relation to
both physical assets and operational costs. Textbooks, materials, cafeterias,
extra-curricular equipment, and student support all suffer in this environment.
As one educator described it in Chicago, at the epicenter of Charter school con-
version, “[as] soon as I went inside, I could see that it was built on the cheap.
There was no gym; students just had to go outside throughout the winter.
There was no lunchroom. Instead, tables were set up in a hallway, and lunches
were brought in from outside the school” (Rawls, 2013, para.18). Above all, of
course, it is personnel—the most expensive budget item—that is most vulnerable
to cost reduction, and teaching instruction and remuneration is being decidedly
reduced (Howley and Howley, 2015, p. 31). Yet, managerial overhead, particularly
in contracted management corporations, continues to climb at an unhealthy
rate. Six-figure salaries are the norm, where CEOs of school networks can
make 250 percent of the salary of the Superintendent of the New York City School
System, while administering a fraction of the student numbers. Such salaries
occur under the murky category of ‘administrative expenses’, which remains un-
elaborated as a budget item, but is twice as high in EMOs than either district or
school boards (Baker and Miron, 2015, p. 26).

The administration of network schools involves, increasingly, a diminished
and, ultimately, Taylorist form of education. This begins with standardization,
and the move to bring curriculum under the regime of student testing and per-
formance score evaluations. This systematically ignores cultural, social and po-
litical barriers thrown up against individuals, groups and classes, and it margin-
alizes particularly low-income and racialized communities. Indeed, despite “the
increasing gap between the ultra-rich and the rest, the U.S. believes it is a class-
less society and will not acknowledge these broader issues in the classroom—it’s
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easier to provide a test score and then blame teachers and the kids for failing”
(Spreen and Stark, 2014, p. 156). The goal is to introduce standardized testing
and, especially, test-preparation materials, making the quantitative comparative
examination of results easier. This data-driven form of educational practice has
led to the growth of supplemental education services, whereby large publishing
companies, such as Pearson, Houghten Mills and Princeton Review, as well as a
range of new firms, can provide myriad preparation, testing materials, and data
services to a growing number of public and non-public schools. Additionally, the
pressure to perform has opened up the supplemental tutoring industry, where
companies such as Sylvan and Kaplan offer additional tutoring services, often
subsidized by public funds (2014, p. 160). As we will see below, this metrics-driv-
en pedagogy is advanced by both the state and representatives of corporate
America, with burgeoning multi-billion-dollar industries as the prime beneficia-
ries and questionable results for parents and students.

The standardization of materials, however, positions companies as far more
than just ‘suppliers’ of material. Instead, they are the architects in devising how
teaching materials are arranged, along with their accompanying objectives.
These firms often serve entire networks (whole districts or multi-district ‘mar-
kets’), and their reach in terms of educational content is extensive. The discern-
ible element of adaptive accumulation is unmistakable: firms are becoming de-
cisively more influential when it comes to actual decision-making in education.
There is no process more central to public policy in education than curriculum
development, and this is exactly the nature of the work being taken up by nu-
merous contracted and sub-contracted companies.

From one perspective, these activities simply represent efforts by districts to leverage the
resources and infrastructure of the private sector in order to meet accountability demands.
However, taken together, they add up to something much more that has important implica-
tions for firms’ relationships with districts. When school districts purchase products and
services from firms such as SchoolNet, they are in essence hiring private firms to act as crit-
ical extensions of educational central policy processes—to set preferences for what educa-
tional outcomes matter, to track educational outcomes, and to design interventions based
on these outcomes (Bulkley and Burch, 2011, p. 241).

Firms carry the veneer of public status, as they seek out ways in which schools
can excel at standardized learning, or they utilize data management to deter-
mine which schools are falling short. And they do so in confusing ways, wherein
it may appear that multiple companies are involved in different elements, such
as test creation, after-school programs or tutoring. Often, however, these are sub-
sidiaries of the same firm, involved in a package delivery of services, known as a
‘wrap around’ (2011, p. 241). More insidiously, standardization becomes increas-
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ingly the yardstick for the wider public school system, as governments seek to
expand existing contracts with corporations already involved in charter manage-
ment (Spreen and Stark, 2014, p. 160). As firms reach into an estimated $80 bil-
lion market in ancillary services, they increasingly absorb substantive responsi-
bilities appropriately reserved for the public domain

With the routinizing of pedagogical materials, an important element—men-
tioned above—of service delivery remains: teaching labour. Teaching is the most
cost-intensive element of any school, and the degree to which professional remu-
neration and benefits can be minimized has substantial impact on the bottom
line of EMOs. In this, the charter school movement, with management organiza-
tions leading the charge, have been highly effective in reducing labour costs, re-
sulting in the diversion of revenues elsewhere. As mentioned, charter schools
have a far greater degree of autonomy over hiring and firing practices, and
they generally are able to operate outside of the union framework. With this,
their practices zero in on the utilization of teaching staff that is substantially
less experienced, resulting in far lower salaries than district public schools. Ac-
cording to Baker and Miron (2015), “[it] is becoming increasingly clear that low
cost labor, in the form of young, short term teachers, is a feature and not a bug of
the business model of many charter school EMOs. Staff turnover—diminished
employment longevity—also serves to reduce long term health costs and retire-
ment benefits costs” (2015, p. 23). The authors have confirmed this pattern for
non-profit and for-profit EMOs alike. For instance, in two of the largest non-profit
networks, KIPP and Harmony schools, the utilization of younger, more inexper-
ienced staff (1-5 years teaching) is maintained by aggressive yearly turnover,
and they suggest, along with others, that this trend is reproduced at a national
level. In fact, in a critical study on teacher turnover rates, researchers found that
teachers are twice as likely to leave charter schools as traditional schools, corre-
lated to a variety of factors, including minimal teaching experience; weak or no
teaching certification; part-time teaching status; and, especially, much lower
union membership (Stuit and Smith, 2012, pp. 273 -274).

This supply of younger, cheaper, and more flexible labour has not been pro-
cured spontaneously. Fitting into the broader neoliberal move in education, ex-
ternal organizations, such as Teach For America (TFA) and New Leaders for New
Schools, have developed alternative teacher training programs designed for la-
bour flexibility and low cost delivery. These programs aim to provide certification
for teachers outside of a university degree framework. The training is much
shorter, and the programs are not state accredited.

TFA leads the nation in the quest to create alternative teacher certifications; it supports the
dismantling and restructuring of public schools in urban communities; it provides a con-
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stant supply of new TFA recruits to replace fired teachers at urban schools; and it actively
participates in the creation of new charter schools or alternative neoliberal educational
projects (Baltodano, 2017, p. 151).

The aim of charter networks, particularly in urban areas, is to utilize short-term
teaching labour and promote a network of alumni, aiming for a ‘rationalized’
management of schools. All too often, this involves a hard line with student per-
formance, eviscerating the personal, racial, familial, community, and/or politi-
co-economic context of students as underlying causes of their underachieve-
ment.

TFA has been enormously successful in spreading the charter model, and its
personnel have reached the highest level of network management. Undoubtedly,
the most famous is Michelle Rhee, who has been called the ‘face of the corporate
reform movement’. Rhee became Chancellor of the Washington, DC school sys-
tem, with only 3 years of experience in the New Teachers Project in Chicago. With
no experience of public administration, and a deep mistrust of its officials, Rhee
devastated the public school system, firing over half of the teaching staff and a
third of the school principals (2017, p. 151). The aim, of course, was to replace
these personnel with alternatively certified teachers, graduates of TFA and
other institutions, and extend a business model of school administration and
pedagogy. This included an augmentation of funding from philanthropic sources
(more below) to establish “school choice, merit pay for teachers in exchange for
the eradication of tenure, and the use of private providers to run schools” (Scott,
2009, p. 107). Such models are standardized across for-profit and non-profit net-
works centered in urban environments, such as Chicago, Philadelphia, Los An-
geles, New York, New Orleans, and Detroit.

Teaching labour, it turns out, is not the only object of strategic behavior on
the part of charter schools and management organizations. Students, too, can be
‘farmed’ in ways that optimize school performance, generating more positive sta-
tistics and, ultimately, securing or boosting revenues. In healthcare, this is
known as ‘cream skimming’, whereby the healthiest patients are granted insur-
ance and, with this, overall beneficiary payouts for healthcare coverage are re-
duced. In example after example, it has become clear that charter schools,
under the direction of network management, are pulling higher-income, advan-
taged students from public systems. This is measured through the percentage of
students receiving free or reduced-price lunch, and charter enrolment repeatedly
yields a demographic profoundly altered from the surrounding pubic district
(Burris and Bryant, 2019, p. 16).
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Practices and policies that discourage enrollment, deny enrollment or drive students out of
charter schools not only fly in the face of the whole notion of ‘choice’ (whose choice is it,
then?) but also work to increasingly segregate the most vulnerable or disadvantaged stu-
dents in traditional public school systems while siphoning off much-needed resources
that support them. Discriminatory enrollment practices are widespread, having been docu-
mented in multiple states (2019, p. 18).

Additionally, most district revenue models apportion school budgets on a per
student basis, with additional amounts for students with disabilities and/or
learning challenges. The statutory responsibility of charter schools to receive
such student populations vary by state, but there is clear evidence that manage-
ment networks approach these situations strategically. Depending on the law,
schools either avoid serving such students or carefully choose which disabilities
they will service (Baker and Miron, 2015, p. 19). In this way, statutory require-
ments are met, also boosting revenue, but the more progressive cases, requiring
more personnel and resources, are avoided.

Before teachers or students can even enter the school, however, new struc-
tures of accumulation can be put in place, primarily in real estate, building, and
lease arrangements. What can only be described as real estate ‘schemes’ have
proliferated around the Charter and EMO model, operating legally but surely
pushing the boundaries of ethical behaviour. Schools are not typically under-
stood to be real estate investments, but since the spread of management models,
they have become just that. The schemes involved are usually quite complex, in-
volve considerable conflict of interest, and they often hoist double payment ob-
ligations on public revenue sources. As such, even in the most optimal cases,

... the policies designed to enable the acquisition and transfer of major capital assets result
in the losses of resources that might otherwise be spent in classrooms. In worse cases, they
result in substantial losses and diversion of resources, often difficult to evaluate due to the
complexity of financial transactions and relationships among various parties (2015, p. 27).

Across the charter school movement, there is a need for capital assets (i.e. land
and buildings), but the charter’s utilization of tax revenues is statutorily prohib-
ited from involving capital investments and long-term debt. Normally, such in-
vestments in the public system are undertaken through municipal bonds,
rated highly, with low interest rates, given the guaranteed basis for repayment.
Charter schools, in association with management organizations, therefore,
must find alternative routes to securing assets. They do this in two ways, but al-
ways with a third party, either of their own creation, as with a non-profit financ-
ing entity, or mingling with outside investors, usually a real estate investment
trust (REIT). In the case of the former, a revenue bond is raised by the third-
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party entity, in order to finance the purchase of assets (usually formerly public
schools), on the presumption that it can lease the building to the school, and
its rental payments (backed by public funds) will cover the bond. As a lower
rated bond, the interest payments are higher, and this greater amount of revenue
diversion drains resources away from the school’s budget. The more aggressive
for-profit approach is REIT, which involves shareholders who extend capital in-
vestment to the trust to make a property acquisition. The trust, in turn, leases
the property to the charter and then collects on a ‘triple net’ lease; wherein
the lessee pays monthly rent, taxes, insurance, and maintenance costs. These
substantially larger lease payments are utilized to pay any debt obligations,
after which at least 90 percent of taxable earnings must legally be distributed
to shareholders (2015, pp. 28 —42). It should be no wonder, then, that school in-
vestments have grown into one of the ‘hot’ real estate investments, pulling in
major financial actors, such as PNC Financial, Prudential, US Bank and Goldman
Sachs (Rimbach and Koloff, 2019).

Three major problems exist in this arrangement. The first is the extraordina-
ry drain on public resources, which should be going towards the education of
students. These resources are instead accumulating in bondholders’ and share-
holders’ investment portfolios. The second is the extraordinary nature of deals
that sell off public assets, without voter consent, and then force public taxpayers
to pay the mortgage on now private holdings for public use. Public revenues are,
thus, paid out twice for the same property and, in the end, the public holds no
equity. Finally, the ‘arm’s length’ relationship between school board officials, fi-
nancing entities, EMO officials, REITs and shareholders is often highly circum-
spect. The prevalence of self-dealing and conflict of interest in these transactions
has become increasingly clear, and it is in no way limited to particular states or
districts (Strauss, 2020).

In everything from test preparation to physical buildings, private agents are
transforming public revenues into avenues of profit. And it should be clear that
the designation of ‘non-profit’ in no way signals a more anodyne version of this
process. In fact, non-profit status can bring egregious violations of public trust.
Certainly, when IDEA Public Schools, a non-profit charter school network, at-
tempted to lease a private jet for almost $2 million per annum for its board mem-
bers, such excess was on full display (Strauss, 2020). The endless array of exam-
ples beyond this singular executive largesse should signal the degree to which K-
12 education has become a boon for investors. Moreover, “regardless of their for-
profit or nonprofit status, the majority of charter schools bring in substantial sal-
aries to their administrators and profits to their contractors” (Spreen and Stark,
2014, p. 167). It is, however, critical to note the enduring public status bestowed
upon these same actors (charter schools are public if receiving public revenues),
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affording them extraordinary political cover but also decisive policy roles. This
should be understood as more than a set of processes in which school districts
merely utilize outside contracts. Rather, when viewed as a complete ensemble of
agreements, there is a blending of public and private purpose here, in which
“districts are in essence hiring private firms to act as critical extensions of edu-
cationally central policy processes—to set preferences for what educational out-
comes matter, to track educational outcomes, and to design interventions based
on these outcomes” (Bulkley and Burch, 2011, p. 241).

This staple of adaptive accumulation—a public persona among private ac-
tors—would not be possible without the necessary ideological and material un-
dergirding that accompanies capitalist social relations. A critical ally in this re-
gard has come in the form of philanthropic organizations, led by prominent
capitalists in US society. These figures have collectively come to be known as
‘edupreneurs’ for their willingness to wade deeply—both philosophically and fi-
nancially—into the terrain of K-12 education. They articulate their own pointed
views on educational policy in the U.S., usually a pronouncement of ‘failure’,
and they back such assertions up with funding across a variety of organizations
that are willing to support their message. In this sense, they are markedly differ-
ent from conventional philanthropic organizations, such as Carnegie or Ford
Foundations. Conventional philanthropies advocated broadly for change and
the public good, even if this was bounded ideologically. They issue support to
existing efforts by inviting applications in broad areas of public concern. But
the terrain in foundational funding for K-12 education is different, captured by
the terms ‘venture philanthropy’ and/or ‘philanthrocapitalism’. While these
terms have often been utilized interchangeably, and while they certainly contain
overlapping objectives, they are not, strictly speaking the same kind of organiza-
tion.

Venture philanthropy involves a series of prominent non-profit organiza-
tions, aggressively focused on market-oriented social objectives. In its differences
with past foundations,

venture philanthropy treats schooling as a private consumable service and promotes busi-
ness remedies, reforms, and assumptions with regard to public schooling. Some of the most
significant projects involve promoting charter schools to inject market competition and
‘choice’ into the public sector as well as using cash bonuses for teacher pay and to ‘incen-
tivize’ students (Saltman, 2009, p. 54).

Familiar names—almost synonymous with American capitalism—play an out-
sized role here: the Gates, Broad, and Walton Foundations are among the biggest
players. The Gates Foundation has poured millions into programs aimed at shut-
ting down ‘failed’ public schools and supplanting them with school choice. It
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has been particularly active, along with the Broad Foundation, in supporting the
Knowledge Is Power Program (KIPP) network of schools; has injected $100 mil-
lion into New York City school restructuring; sought urban reform across the
country; and supported multiple management organizations (Baltodano, 2017,
p. 149). For its part, the Broad Foundation’s support of KIPP has been in keeping
with its top-down understanding of educational reform, as that series of schools
has become infamous for its disciplinarian teaching approach. Moreover, it has
issued the Broad Prize for Urban Education, introducing a funding model that
compels resource poor urban schools to compete with each other (2017,
p. 148). Rounding out this list, the Walton Foundation has been advocating
and supporting enhanced ‘school choice’ (read: charter expansion) since the
late 1980s. These are, of course, not blind donations, and venture philanthropists
require a return on their investment. This is measured in student performance
rates, expansion of EMOs and Charter schools, and “the growth of constituencies
who will place political support on public officials to support particular educa-
tional reforms” (Scott, 2009, pp. 116 -117).

The advent of philanthrocapitalism is, arguably, more deleterious. It involves
the establishment of organizations which are for-profit and, therefore, not sub-
ject to the same reporting rules. This means that billionaires, such as Mark Zuck-
erberg, can purport to donate large portions of their wealth, directed at ostensi-
bly public and benevolent purposes. In reality, Zuckerberg’s founding of CZI, a
so-called for-profit philanthropy, points to some of the more blatant methods
of adaptive accumulation utilized in the sphere of education. CZI is a limited li-
ability corporation (LLC), and it is privately owned, with no public reporting re-
quirements. Its main objectives are to advance personalized, pay-for-service ed-
ucational programs and to enhance mass student data accumulation for
downstream market uses, primarily in targeted advertising (Saltman, 2018).
Zuckerberg claims to have donated the equivalent of $45 billion to CZI, but
there is absolutely no way to know whether that is true, or how the organization
utilizes the funds it does have. Indeed, philanthrocapitalism “represents an ef-
fort to collapse the distinction between public and private spheres and between
profit seeking and charity” (2018, p. 61). In this grey zone between charitable lar-
gesse and business, philanthrocapitalists have the capacity to disrupt education
policy—as Zuckerberg did in New Jersey—while expanding profit opportunities.

In both the non-profit and for-profit versions, private foundational support is
critical to the growth of the charter movement and management networks, as it
generates overlapping and reinforcing funding sources for advocates while also
dovetailing with targeted governmental programs. Given the wide socio-cultural
absorption of neoliberal values, the words of Bill Gates carry as much weight
(possibly more) than the Secretary of Education: “Our high schools are obsolete.
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By obsolete, I don’t just mean they’re broken, flawed or under-funded .... What I
mean is that ... even when they work exactly as designed, our high schools can-
not teach our kids what they need to know” (quoted in Saltman, 2014, p. 256).
This denunciation has been echoed by other philanthropic organizations, and
they advocate relentlessly for an accelerated pace of change in school reform.
With targeted, multi-year funding, they are able to catalyze reform—very often
in poor urban areas—in an accentuated manner. Beyond this, however, they pro-
vide the ideological barrage necessary to help school choice, business manage-
ment models, and increased standardization take hold throughout the country.
In fact, they insert themselves across a wide but selectively targeted set of insti-
tutions, funding “a range of organizations including advocacy organizations and
think tanks, university-based researchers and research centers, individual
schools, and advocacy organizations” (Scott, 2009, p. 114). Combined with
their already outsized political influence, the socio-political fabric in which cor-
porate philanthropic actors operate is being transformed, where the utilization of
public dollars to bolster a business model in education is, quite simply, being
increasingly normalized.

The corporate encroachment on K-12 education has been pronounced, and
there is every reason to expect its continuing expansion. In its explicitly for-prof-
it or various non-profit guises, the openings for material (and ideological) gain
remain unbounded. Corporate actors, new and old, grapple onto this manifesta-
tion of adaptive accumulation, because public revenues remain far from exhaust-
ed, and these actors have proven adept in their ability to transform these reve-
nues. From a business standpoint, the ‘future’ is here in K-12 education, and
the future looks good.

5.3 Governmental Market Makers

The deft maneuverability of corporate actors would not be possible without an
amenable governmental apparatus at their disposal. Education in the U.S. oper-
ates primarily at a state, municipal and district level, but the federal government
has become increasingly involved, utilizing a carrot and stick approach to incen-
tivize the direction of policy and reform. Indeed, federal administrations have
done a considerable amount to expand charter schools across the country,
and this has proven to be a bipartisan effort.

While Republicans have exhibited an outright hostility towards the Depart-
ment of Education since its inception under the Carter administration, it was the
second Bush administration that expanded the department’s influence substan-
tially. Seen through the lens of adaptive accumulation, Republican distaste for
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either governmental intervention or largesse is expressed by redirecting resour-
ces into market actors’ hands rather than eliminating them. In this case, the ad-
ministration’s early signature legislative achievement—No Child Left Behind
(NCLB)—has become almost a cultural touchstone in relation to federal educa-
tion policy. Famous for its pre-school and early reading programs, NCLB is
much more than this, ushering in a new era of school restructuring and reform.
Bush had instigated such changes as Governor of Texas, and his administration
sought to ramp these efforts up to a national level achievement.

The legislation focuses clearly on standardization methods, using test scores
as the measure for school success (Cohen and Lizotte, 2015, p. 4). In doing so, it
advances performance-based outcomes for schools, measured in so-called annu-
al yearly progress (AYP). Over the course of the administration, this brought
about two major outcomes. The first involved the mandate for schools at the pri-
mary and secondary level to improve their outcomes on a yearly basis. The cri-
teria are, perhaps not surprisingly, unforgiving, as schools are not afforded the
overall increase in funding that would help to generate such improvements. In-
stead, the legislation requires that schools grant access to secondary educational
services, redirecting existing public funds. This is, of course, “a boon for testing
and tutoring while it doesn’t provide financial resources for the test scores it de-
mands” (Saltman, 2007, p. 134). The effect has been a normalization of outside
contracting across school districts that would not otherwise have engaged in
such practices. On one level, this has meant the utilization of outside services
to create benchmarks of accountability, such as online platforms that project ac-
countable data regarding school and student performance. But in addition to
this, schools must make available outside instruction—via companies such as
Sylvan and Kaplan—to bolster their AYP outcomes. NCLB, then, has almost cer-
tainly stimulated “the demand and supply of educations services and products
in the market place by reducing financial risks for companies and not-for-prof-
its,” and, more importantly, “enhancing the perceived legitimacy of private en-
gagement in public education as a reform strategy” (Bulkley and Burch, 2011,
p. 244).

A second and more pernicious outcome of AYP standards relates to its un-
derlying political objectives. With upward creeping performance indicators,
NCLB very quickly became a vehicle with which to identify so-called failing
schools, and then a closure mechanism for districts, as the federal government
threatened to revoke funding. The reach of these standards spreads surprisingly
far: in 2010 —11, it was estimated that 48 percent of all schools would not meet
AYP (Spreen and Stark, 2014, p. 164). Writing on the insidious manner in which
school systems from Chicago to New Orleans have been leveraged by AYP mea-
sures, Kenneth Saltman (2007) suggests that,
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NCLB is setting up for failure ... public schools nationally by raising test-oriented thresholds
without raising investment and commitment. NCLB itself appears to be a system designed
to result in the declaration of wide-scale failure of public schooling to justify privatization.
Dedicated administrators, teachers, students, and schools are not receiving much-needed
resources along with public investments in public services and employment in the com-
munities where those schools are situated. What they are getting instead are threats
(2007, p. 136).

There is no doubt that the bulk of ‘failures’ are being identified and acted upon
in dense urban, low-income areas. These are zones in which political agency
among community members is diminished, and the prospect for redirection of
public funds into the hands of private actors meets with less resistance. In
this way, federal policy dovetails particularly with municipal policy, oriented
as it is around planning for district and community ‘rejuvenation’.

In fact, it is this municipal connection that forms the arc through which the
Obama administration, for all its fanfare around ‘change’, intensified the con-
nection between federal policy and corporate-friendly reform. The appointment
of Arne Duncan, former CEO of Chicago Public Schools, was a critical link in this
chain. Duncan oversaw the Chicago Renaissance 2010 program, which sought
extensive closure of ‘failing’ public schools and an expansion of the charter sys-
tem across the city. Set up by the Commercial Club of Chicago, the program tar-
geted 15 percent of Chicago schools to be closed and replaced with 100 Charter
(or otherwise experimental) schools, often located in gentrifying areas of the city.
The array of reformed schools varied in character, depending on the neighbour-
hood in which they would be situated. Affluent areas, or areas seeking affluent
in-migration, were accorded superior academic programs, with hand-picked ad-
ministrators and teachers (as well as students). Besides feeding directly into the
pernicious speculative urban real estate market, this emboldened the ongoing re-
ality of student and teacher segregation (Jankov and Caref, 2017). Poor commun-
ities, on the other hand, “were forced to grapple with their neighborhood schools
being gutted and transformed into test-polluted, overcrowded and debilitating
commercial institutions” (Carr and Porfilio, 2011, p. 8). Moreover, Duncan was
on the leading edge in creating military style academies, advocating the value
of both military discipline for student development and recruitment programs.

It is this legacy that blossomed in the Obama administration, with the full
embrace of school reform. At the time, this met with considerable consternation
among even those who placed hope in the new administration.

It is difficult to understand how Barak Obama can reconcile his vision of change with Dun-

can’s history of supporting a corporate school reform and penchant for zero-tolerance pol-
icies .... At the heart of Duncan’s vision of school reform is a corporatized model of educa-
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tion that cancels out democratic impulses and practices of civil society by either devaluing
or absorbing them within the logical of the market or the prison (Giroux and Saltman, 2009,
p. 776).

In the first year of its mandate, the administration put in place the Race to the
Top (R2T) program as the centerpiece of its education policy. The program, pro-
mulgated as part of the American Reinvestment and Recovery Act of 2009, allo-
cated $4.35 billion to a competitive program, in which states could contend for
funding based on particular criteria. In effect, these criteria validated the objec-
tives of NCLB, and created a strong continuity between the Obama and Bush ad-
ministrations on K-12 education policy. In order to receive funding, states had to
demonstrate success along four separate criteria, including “adopting rigorous
standards, recruiting and retaining effective teachers, turning around chronically
low-performing schools, and building data systems to track student achievement
and teacher effectiveness” (Bulkley and Burch, 2011, p. 244). With competitive
funds in play, R2T set in train a process of accelerated school reform and charte-
rization, as states introduced charter schooling into their system or expanded ex-
isting caps on such institutions.

Having set off a flurry of activity around charter schooling, standardization
and performance evaluation as a means to access federal funding at the state
level, R2T also dovetailed with philanthropic goals. Indeed, the program utilized
competitive grants to encourage the adoption of standardization, including the
Common Core State Standards (CCSS) developed by the National Governors’ As-
sociation, but funded in its design and promulgation by the Gates Foundation.
The story of CCSS is a remarkable one of philanthropic intervention and rapid
nationwide uptake of an educational program. R2T is not responsible for
CCSS, per se, but its stipulation that states put in place ‘college and career
ready’ standards to gain access to competitive funding amounted to all but a
structural endorsement of the standards (Layton, 2014). According to a one-
time federal education policy architect, turned critic,

[the] federal government, states and school districts have spent billions of dollars to phase
in the standards, to prepare students to take the tests and to buy the technology needed to
administer them online. There is nothing to show for it. The Race to the Top demoralized
teachers, caused teacher shortages and led to the defunding of the arts and other subjects
that were not tested. Those billions would have been better spent to reduce class sizes, es-
pecially in struggling schools, to restore arts and physical education classes, to rebuild
physically crumbling schools, and to provide universal early childhood education (Ravitch,
2016, para 8).

This would, eventually, be finalized in the promulgation of the Every Student
Succeeds Act of 2015, albeit with slightly modified relationships between federal
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funding and standardization. The act, which updates and replaces NCLB, still
calls for standardized testing, but its execution and implication falls more
squarely with state agencies to determine. State agencies have long since set
their sights on combining federal and philanthropic funding as means to bolster
state education budgets, which, in turn, ensures that both charter reform and
standardized evaluation are here to stay (Charest, 2017).

Indeed, it is hard to imagine that the federal government would be willing to
shift direction on educational reform, when the overall trajectory of its funding
base is increasingly tied to this dual dynamic. And private providers know full
well that, once ensconced within such a critical area of public policy, their re-
moval from service delivery presents an intractable political liability. There
are, of course, nominally successful charter schools (more on this below),
most of them in wealthy suburban or semi-suburban areas. Reversing course
will require a large-scale reinvestment in publicly accountable educational facili-
ties, raising the ire of those in the community with the most political clout. As
such, in addition to ideological commitments to market-inspired delivery, the
rolling forward of programs in the face of deeply problematic outcomes has con-
tinued, on the basis of political pragmatism.

On a programmatic level, the charter phenomenon displays institutional
dysfunction and questionable personnel behavior that would be damning for
any public agency. This has been exemplified most recently in a detailed study
of funds utilization in the national Charter Schools Program (CSP). CSP was
put in place in 1994, and received an injection by the Obama administration
to the tune of $4.5 billion, with an eye towards both expanding successful exist-
ing programs and providing funds for the creation of new charter schools. The
report, issued by the Network for Public Education (NPE), amounts to a damning
review of CSP’s fiscal accountability and deeply troubling institutional outcomes
(Burris and Bryant, 2019). By the reviewers’ estimations, the program’s disbursed
funds amount to over $4 billion, and from this, over a third of all funded schools
either did not open or opened and closed quickly thereafter. This has totalled
over a $1 billion in evaporated public funds, for which there exists little to no
accountability. The report, which has received national and Congressional atten-
tion, suggests a deep lack of accountability standards, insufficient monitoring,
and outright fraud. It rolls out a rather overwhelming set of cases, demonstrating
the deeply problematic use and abuse of federal public revenues. Among the nu-
merous criticisms of the CSP presented in the report, the authors point to the
many grantee institutions enacting barriers to enrolment aimed at higher cost
students, primarily those with disabilities; blatant conflicts of interest between
the various elements of charter education delivery; and the declining quality
of grant applications as the program has proceeded (2019, pp. 2-3).
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Somewhat more alarming is that fact that the Department of Education
(DOE), through the disbursement of these and other funds, has clearly ignored
the findings of its own internal reviews. The DOE’s own Office of the Inspector
General (OIG) issued reports in 2016, 2018, and 2019 that reflect the same dy-
namics examined in the NPE report. These reports are highly critical of the de-
partment’s failure to monitor or evaluate its own disbursement of funds. They
point, specifically, to 1) the widespread dangers of financial risk, including
waste, fraud and abuse; 2) lack of accountability, including conflict of interest
and inappropriate spending authority; and 3) performance risk, with inappropri-
ate procedures and spending irregularities among management organizations se-
verely jeopardizing learning requirements (US Department of Education, Office
of the Inspector General, 2016, p. 16). The 2018 report makes clear that across
the various funding sources in the department—well beyond but also including
CSP—there was a failure to monitor state education agencies (SEAs) in relation to
school closures. In the three significant states reviewed, Arizona, Louisiana, and
California:

The SEAs generally had procedures and controls to identify the causes for charter school
closures and for mitigating the risks of future charter school closures. However, the SEAs
did not always meet the Federal and State requirements when (1) performing close-out pro-
cedures for Federal funds a charter school received, (2) disposing of assets a charter school
acquired with Federal funds, and (3) protecting and maintaining student information and
records from closed charter schools. For 46 of the 89 charter schools we reviewed, we found
that the SEA and/or authorizer did not ensure that Federal funds were properly closed out
within 90 days of the school closure as required by Federal laws and regulations. The SEA
and/or authorizer also did not ensure that assets acquired with Federal funds were properly
disposed for 65 of the 89 charter schools. In addition, for 39 of the 89 charter schools, the
SEA and/or authorizer did not ensure that student information and records were protected
(US Department of Education, Office of the Inspector General, 2018, p. 8).

Ultimately, in all of these matters, “the Department did not provide adequate
guidance to SEAs on how to effectively manage charter school closures. In addi-
tion, the Department did not monitor SEAs to ensure that [they] had an adequate
internal control system for the closure of charter schools” (2018, p. 8). This
broader review of federal spending and state oversight, in the wake of previous
critical reports, signals a structural aversion to viewing charter school reform
with any critical detachment, assuming instead that local officials would pro-
ceed with best practice.

Even as the Department’s OIG undertook an in-depth review of a single ed-
ucational management organization, the response appears to have been muted.
In 2019, the office investigated Individuals Dedicated to Excellence and Achieve-
ment (IDEA) Public Schools, an EMO that services some 44,000 students across
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Texas and Louisiana(US Department of Education, Office of the Inspector Gener-
al, 2019). From 2014 through 2018, IDEA received $108 million in replication and
expansion grants from the federal government, some $39 million of which had
already been spent by the time of the report. The findings of the OIG, however,
did not suggest that this $39 million had been tracked for its impact over time. In
fact, the overwhelming majority (61 out of 74, or 84 percent) of performance mea-
sures required by the DOE had not been reported. IDEA did not supply guidelines
to its staff for recording these requirements, nor did it demonstrate that it had in
place a process for recording such data, were they to be collected. Moreover,
spending of grants exhibited irregularities, including unallowable expenses
and inadequately documented expenses (2019, p. 2). This detailed review of
one management organization points to a pattern of inadequate regulatory ter-
rain, identified and exploited by a corporate agent, in order to access extra rev-
enue via non-repayable federal grant money. While a competitive environment
for funds has certainly been created at the federal level, the manner in which re-
cipient programs claim ‘success’ remains opaque, because regulatory officials,
on the whole, seem disinclined to interrogate or monitor such claims in a mean-
ingful way.

This barrage of criticism concerning weak regulatory structure paralleled the
election of the Trump administration and the confirmation of his Secretary of Ed-
ucation, Betsy DeVos. While the administration signaled a turning point in an
array of public policy areas, K12 education cannot really be said to be one of
them. DeVos had been a long-time reformer in the state of Michigan, the state
furthest down the path of charter reform in the country. And like Arne Duncan,
this history exhibited a less-than-glorious trail of reforms, in which public reve-
nues were diverted into a glut of charter schools that propped up an industry but
failed to have any meaningful positive effect on Michigan K-12 students. A recent
exposé made clear that,

Michigan’s K-12 system is among the weakest in the country and getting worse. In little more
than a decade, Michigan has gone from being a fairly average state in elementary reading
and math achievement to the bottom 10 states. ... Indeed, new national assessment data
suggest Michigan is witnessing systemic decline across the K-12 spectrum (Binelli, 2017,
para.21).

It has become abundantly clear, even among initial proponents, that charteriza-
tion in Michigan has less to do with quality of education and more to do with the
corporate capacity to compete for public revenues (an annual $7600 per pupil in
Michigan), such that resulting management contracts are profitable for EMOs, fi-
nancing organizations and other contracted parties.
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In this sense, the DOE did not take a particularly different tact with DeVos at
its helm, but instead forged ahead with Obama-era charterization, regardless of
the results. DeVos had to answer to Congress for the damning NPE report, but
her answers were not especially elucidating. She insisted that the report was
‘propaganda’ and ‘riddled’ with errors, despite the fact that when asked to pro-
duce failure rates of charter schools, she could produce no such data (Ujifusa,
2020). More telling is the fact that although DeVos proposed a cut of $5.6 billion
from the department’s budget, she advanced an increase to charter school
grants, with the CSP dispersing $65 million in 13 grants going exclusively to
large EMOs. These included a number of organizations caught up in various
spending and political scandals, such as IDEA schools, which came under fire
for keeping a $2 million luxury jet and $400,000 in tickets and a luxury box
at San Antonio’s AT&T Center (Greene, 2020). While ideological devotion to mar-
ket-based choice may have been more blatant with DeVos, the overall trajectory
of charterization and the highly permissible terrain granted by the federal gov-
ernment remained largely the same. DeVos, like her predecessors in the
Obama and Bush administration, progressively expanded the field in which
EMOs and charters operate, opening up new revenues for private actors across
the education field. And in spite of evidence in terms of educational outcomes,
highlighted below, this expansion continues to find popular political resonance
and has no shortage of advocates.

5.4 Education and the Culture of Choice

Amidst the seemingly relentless drive towards school ‘choice’ and ‘reform’, it be-
hooves us to ask: has it worked? Has the creation and ongoing expansion of the
charter industry—for profit and non-profit alike—led to a discernible improve-
ment among US students? Even if we stick to the standardized criteria set out
by charter proponents, the answer, by available data, is a resounding no. A Stan-
ford study from the Center for Research on Education Outcomes demonstrated
results across 16 states that were less than promising, to say the least. When eval-
uated alongside comparable public schools, the study found modest growth in
student learning in 17 percent of charter schools; no improvement in 46 percent;
and 37 percent of such students did worse than their public counterparts (Bulk-
ley, 2011, p. 114). The DOE’s own study on student achievement in charter schools
hardly came to more inspiring conclusions: in terms of academic performance,
“on average, study charter schools did not have a statistically significant impact
on student achievement” (Gleason et al., 2010, pp. 6—7). Moreover, the study
looked at 35 other outcomes, including absences, suspensions, and indications
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of student effort, well-being, behavior and attitudes, and parental involvement,
and found “no evidence that study in charter schools had any impact on the ma-
jority of these outcomes” (2010, pp. 6 —7). For all the political energy exerted over
the benefits of ‘choice’ in education, the evidence for charter success is, at best,
limited to anecdotes. Indeed, the most positive conclusion that can be drawn
from the data above is that billions spent on educational reform has not, on aver-
age, worsened an already bad situation for American students.

Such a conclusion, however, amounts to little more than an abstract statis-
tical indicator, obscuring the concrete situation of students, particularly in poor,
urban locales. The impacts on cities such as New York, New Orleans, Philadel-
phia or Detroit (to mention a few) are not suggestive of increased access and
equity for those who need it most. In Chicago, for instance, the racial impact
of education reform has been pronounced:

In Chicago, high-stakes testing, top-down accountability, the aggressive expansion of char-
ter schools, the use of test scores to label and brand “failing” schools, mass closures and
consolidations of neighborhood schools concentrated on the predominantly Black South
and West sides of the city, investment and growth of selective enrollment schools, have
all occurred without displacing the entrenched segregation of CPS. Instead, corporate ed-
ucation reforms have worked to reinforce segregation as an institutional pillar of the oppor-
tunity structure in Chicago, even as it has transformed the particular manners by which
segregation and educational opportunity relate (Jankov and Caref, 2017, p. 24).

The picture repeats itself from urban zone to urban zone, wherein closures dis-
proportionately affect minority students, who are then shuffled off to insuffi-
ciently resourced schools. As Saltman (2014) points out, ‘failure’ is “selectively
deployed, and is racially and class coded” (2014, p. 255). The unstable status
of these reforms—through fraud, mismanagement, closure, etc.—means that
there is no guarantee that students will complete their studies there. And this
attrition dynamic grossly skews measures of success in charter schools, as
low-performing schools are regularly purged from performance measurement—
an option not so readily available in the traditional public setting. Along the
way, it is especially poor minority communities that bear the brunt of this dam-
age.

It is worth recapping the element of adaptive accumulation that taps into so-
cial resentment and wider neoliberal, anti-government sentiment. Adaptive ac-
cumulation is neither synonymous with racial animus nor its direct cause—rac-
ism has a long trajectory in the United States that cannot be reduced to class. But
this form of accumulation does harness existing racial and class dynamics in
ways that afford new and unique avenues of profitability. Race-targeted school
reform, whether highlighted or not, becomes both the repository for blame (un-
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derperforming communities) and redemption (choice, ‘what works’, innovation).
In this sense, adaptive accumulation utilizes existing American societal resent-
ment, infused as it is with racial bias and communal segregation. From within
resource poor communities, competition, shame, anxiety, anger, and aspiration
are all sentiments that can provoke demands for change, with an eye to market
fulfillment. From outside such communities, racism, resentment, indifference,
and impatience inform a ‘corrective’ approach to ongoing educational restructur-
ing that, more often than not, results in a disciplinarian rather than empathetic
approach. When such sentiments receive the blessing of public revenues, the
spaces for direct and derivative accumulation open up.

In this way, the adaptive accumulation strategy of reform advocates—partic-
ularly industry—taps into both the disciplinarian and aspirational elements of
racialized community settings. On the disciplinarian side, educational reform di-
rects social anger at both students and teachers, faulting them for failure in al-
ready grossly under resourced and under serviced communities. Students are in-
dividualized in a manner that subjects them to the rugged demands performance
measurement. Often this occurs in ways that involve strong punitive techniques.
‘No excuses’ and zero-tolerance policies, as well as actual militarized education
settings, have become a widespread element of charter schooling among margi-
nalized populations. The Broad Foundation, for instance, has fostered this in
large-scale charter projects, such as KIPP:

KIPP schools have been accused of harsh, punitive policies, and violations of state and fed-
eral laws. One such example is the campus at Fresno, California where students com-
plained about teachers and administrators humiliating and isolating students for misbe-
having (forcing a student to sit and bark like a dog), removing their eyeglasses and
other personal belongings, withholding recess or lunch, and implementing social isolation
policies to ostracize those students who dare to challenge the KIPP rigid compliance model
...(Baltodano, 2017, p. 148).

This strict pedagogical tactic has come under criticism for its discriminatory el-
ement. One widely cited national report investigated a broad array of charter
schools across the country, finding that black and Hispanic students are dispro-
portionately punished, including suspension (a dangerous trend, as it is seen as
a gateway to ‘dropout’ status). More alarmingly, and regrettably aligned to corpo-
rate procedures elaborated above, students with disabilities were suspended at
235 schools at a rate of 50 percent or greater (Losen et al., 2016). The notion
that pre-emptive disciplinary tactics can usher individual students along a ‘cor-
rective’ path carries a deeply individualistic, retributive component, reminiscent
of a highly flawed American criminal justice system. As some critics have point-
ed out, “... more and more schools are breaking down the space between educa-
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tion and juvenile delinquency, substituting penal pedagogies for critical learning
and replacing school culture that fosters a discourse of possibility with a culture
of fear and social control” (Giroux and Saltman, 2009, p. 773).

Simultaneously, the punitive ethos constructed around student discipline
and performance is accentuated in relation to teachers. In the popular domain,
public school teachers have become the unwilling symbols of a perceived bloat-
ed and ineffective government bureaucracy. On the one hand, this has translated
into a disastrous material handling of the profession, with “sweeping rollbacks
in work security, mandated dissolution of unions, and new forms of invasive
(and misguided) scrutiny” (Sturges, 2015, p. 8). The effects, particularly in
areas heavily influenced by charter reform, have been pronounced, with droves
of teachers either being dismissed or leaving the profession voluntarily. This
could not happen, however, without an enabling cultural environment, which
has been handily shaped across the charter managerial movement. Media stud-
ies conducted on the discursive handling of traditional public teachers versus
‘certified” TFA teachers present a very clear trend. Veteran teachers are seen as
intransigent, bureaucratic, resistant to pedagogical innovation, while certified
teachers are seen to outperform, to “bring something to the table, or as a ‘pipe-
line of talent’” (Gautreaux, 2015, p. 8). Teaching, long a poorly remunerated, un-
forgiving career path, is being shaped into a repository for communal and paren-
tal anger, undergirding demands for reform.

This directed blame may instigate a new ‘common sense’ among students,
parents, and communities, but adaptive accumulation also requires a sense of
political agency related to market-oriented activity. In this sense, there is no de-
nying that charter schooling has garnered advocates, even in impoverished and
marginalized communities. Herein lies the aspirational element of educational
reform, wrapped up in the discourse of ‘choice’. Advocates have zeroed in on pa-
rents’ frustration with chronic underfunding, community abandonment, and
high dropout rates, suggesting that the real problem is bureaucratic inertia,
and the solution is putting student placement under the authority of parents.
Market reform, here, becomes the common-sense action, empowering commun-
ities to change the structure and outcomes of the educational system, with the
parent-citizen as its heroic protagonist. In this discursive-ideological move,

... what the charter school movement accomplishes politically is to conflate the opportunity
to choose education alternatives with the agency to produce these alternatives. In other
words, market-based school reformers tend to gloss over the disparities in access to the
means of production of school alternatives even as they tout charter schools as providing
a level playing field in which parents can make rational choices to maximize their child-
ren’s opportunities (Cohen and Lizotte, 2015, p. 1830).
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This classic confusion of equality of choice with equality of outcome is presented
by advocates in the language of civil rights. Reformers suggest that they are
merely standing up for the rights of the downtrodden, leveling the playing
field for victims of racism and/or poverty. So-called parent trigger laws, which
allow for parents to petition for low performing schools to convert to charter
or be taken over by an EMO, are a decisive part of this process (Scott, 2011).
The publication of films, such as Waiting for Superman or The Cartel, strongly
reinforce this message of parental ‘revolt’ in the name of equality, waged against
oppressive bureaucracy and corrupt teachers’ unions. Even in relation to “their
potential to create equality of opportunity, however, they fall short. This is be-
cause market reforms are disconnected from other forms of social inequality
and fail to adequately provide for equal access to high-quality, well-resourced,
and diverse schools” (2011, p. 586).

Ultimately, there is no call to equality in the wider social or even policy en-
vironment—only the right to access charter or private education, supported by
public funds. The sense of urgency and clearly defined targets of reform advo-
cates—boards of education, administrators, teachers—fits well into the political
culture of resentment and disciplinary redemption. In this sense, adaptive accu-
mulation across the educational sphere operates within a complex terrain of po-
litical struggle, wherein proponents find cultural acceptance even among those
who least benefit from reform.

5.5 Conclusion

Education has been a sphere of public policy that, at least until the 2000s, re-
mained largely unscathed from the neoliberal assault on all things Keynesian.
This is not to say that education flourished in the United States, as poor
urban and racialized communities have been starved of vital resources for
many decades. But since the embrace of ‘school failure’ during the second
Bush administration, a more contemporary political economy has taken over,
whereby ‘failure’ is utilized as an inroad to private revenues. As with healthcare,
this does not involve a wholesale retrenchment of the state, or even its hollowing
out. Critics of reform have made clear the difficulty in elucidating this process
analytically, because terms such as privatization do not really capture its essence.
As its enhanced involvement suggests, from federal funding, to Title I regula-
tions, to SEAs, we find a robust governmental presence. Ultimately, this involves
harnessing and/or adapting state structures, from school boards to Congress, in
order to devolve regulatory governance and budgetary management onto a com-
petitive field of private organizations.
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As particular urban zones are flooded with competitive players, as has oc-
curred in Michigan, California, Texas or New York, the continuing significance
of government funding is readily apparent. Stepped up government funding
and charter expansion, as well as their directed collaboration with venture phi-
lanthropists and philanthrocapitalists, constitutes the fuel that drives this com-
petitive terrain. Adaptive accumulation results from corporate players—from
large managerial organizations to small resource-centered niche companies—
seeking to expand the public budgetary portion that is directed towards this
growing sector. As this proceeds, it is important to consider “... not only the im-
pact of individual actors on children and schools but the broader effects of pri-
vate engagement on the overall provision of publicly funded education ... [and]
public purpose” (Bulkley and Burch, 2011, p. 248). If the costs of such accumu-
lation are diminished equity, waning democratic participation, and the instru-
mentalization of K12 curriculum, there is a particularly discouraging environ-
ment evolving out of this unfortunate historical dynamic.
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Chapter 6: Incarceration, Detention, and Adaptive
Accumulation

Among the range of publicly organized functions in which private actors have
realized profitable gains, probably none is more controversial than incarceration.
While the overall budget numbers are not as high as healthcare or education, the
political and cultural impact of decades-long swollen prison populations is un-
mistakable. Perhaps no other issue of adaptive accumulation captures more fully
the contradictions and dilemmas of American political culture. Structural op-
pression, racism, xenophobia, individual responsibility, rights discourse, societ-
al revenge, and anti-government mentalities all coalesce in public policy ques-
tions around incarceration.

Additionally, privately-based incarceration was one of the first arenas to pro-
voke ‘industrial complex’ terminology outside of the military context (Donziger,
1996; Schlosser, 1998). And while there are long-standing historical cases in
which private actors undertook incarceration on behalf of the state, the dramatic
upswing of private industry’s involvement coincides closely with increasingly ne-
oliberal policy since the 1980s. This chapter addresses the manner in which mar-
ket actors have utilized conservative trends towards ‘law and order’ policies, as a
means to carve out profitable domains of accumulation. As in the cases of
healthcare and education, it points out that the goal is not to displace govern-
ment involvement. Indeed, the success of this industry is intricately bound up
in governmental presence—tighter enforcement, harsher punishment, expanded
incarceration facilities. Private actors seek a quasi-public role in augmenting se-
lect parts of this process—the profitable parts—while leaving the heavier conse-
quences of mass incarceration to public authorities.

To advance this case, the chapter begins with a discussion of rising ‘law and
order’ and ‘tough on crime’ policies in 1980s and 1990s. Punitive and racist pol-
icy dispositions are not caused by adaptive accumulation, but they are almost
certainly the environment in which private actors recognized profitable opportu-
nities. Following this, the chapter turns to a discussion of industry strategies
within this sector, emphasizing actors’ adaptive behaviours, as they have scram-
bled, successfully, to adjust to an on-again-off-again political environment
around incarceration policies. Government, too, has adapted, and the third sec-
tion highlights the willingness of policymakers at the federal, state and local
level to pursue public goals through private channels. Importantly, this is not
a uniform phenomenon, as policymakers act on highly divergent motivations,
from the well-intentioned all the way to the deeply problematic. Finally, the so-
cial and political features of prison policy do not emerge without wider societal
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participation, and the last section considers the complicated political culture in
which this particularly sensitive arena of accumulation has arisen.

6.1 The Neo-conservative Turn and ‘Law and Order’

As the Reagan administration brought extensive change in military spending, so-
cial policy, and the overall role of government spending, so too did ‘law and
order’ policies enter a period a dramatic transformation. There is a prevailing no-
tion that private incarceration and its perverse incentives have driven the incar-
ceration rates of the US prison population. For instance, Karina Moreno and
Byron Eugene Price (2018) emphasize,

... the fact that the War on Drugs and the tough on crime movement were facilitated by the
powerful private prison industrial complex. Meaning, the industry that scored the lucrative
and coveted government contracts to incarcerate felons created those felons through lobby-
ing for harsher criminal justice laws and longer mandatory minimum sentencing laws,
which they sponsored and drafted. Through millions of lobbying dollars donated to polit-
ical parties, the private prison industrial complex was able to write the laws that resulted in
an influx of prisoners, amassing unprecedented levels of profits (2018, p. 145).

While the private industry did eventually facilitate a harsher criminal justice sys-
tem, it is inaccurate to position it as the cause. Rather, the expansion and inten-
sification of law and order policies was, first and foremost, a highly racialized
outcome of shifting politico-economic winds and cultural rhetoric from the
1980s onward, long before private incarceration corporations came forcefully
onto the scene.

On a historical front, we can continuously backdate the origins of law and
order policies, for instance, originating them in the Johnson administration’s
war on crime or Nixon’s war on drugs. But like so much of the domestic policy
stemming from the Nixon administration, its rhetoric never matched the actual
policy outcomes. Instead, it is the dramatic shifts ushered in by the Reagan ad-
ministration that signaled decisive change. The emergence of the new right at the
end of the 1970s always meant more than the determined advancement of Chi-
cago School economics, symbolized by figures such as Friedrich von Hayek or
Milton Friedman. It was the coupling of market prioritization with social conser-
vativism that ushered in the broad cultural appeal of the Reagan revolution and
everything that followed. And social conservativism left a definitive mark in mat-
ters of criminal justice, as the administration used legislation and the institu-
tional legacy of Nixon (such as the creation of the Drug Enforcement Agency,
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or DEA) to step up measures that would address perceived increases in criminal
behaviour.

Here, it is important to note that the invocation of law and order policies by
the Republican right were always both a determined political strategy and racial-
ly coded. The evolution from Barry Goldwater’s heated language to Nixon’s
‘southern strategy’ constituted a recognition that the grievances of southern
white voters could be harnessed and allied to the party’s traditional industry
friendly constituency, creating an umbrella large enough to challenge the Dem-
ocrats’ general dominance in federal politics. Thus, the Nixon/Agnew transfor-
mation of the Republican strategy sought to utilize white resentment in the
wake of the civil rights movement, along with denouncing the liberal elite and
student radicals, in order to drum up fear of crime, drug use and ‘undeserving’
government redistribution. The dominant discourse surrounding the black com-
munity was effectively shifted, wherein the virtuous (white) middle class of
America now required protecting from racially coded images of drug users, crim-
inals and welfare freeloaders (Olson, 2008).

The Reagan administration took this up in concrete terms, pronouncing its
own ‘war on drugs’ in 1982. By 1984, the Sentencing Reform Act was passed, wip-
ing out federal parole, and the 1986 Anti-Drug Abuse Act went much further, uti-
lizing mandatory minimum sentencing and supplying grants to states which did
the same (Eisen, 2019, p. 32). With stepped-up conviction rates, so called ‘Truth
in Sentencing’ laws became the order of the day for politicians seeking to bran-
dish their law and order credentials. This occurred at the federal level but was
taken up with aplomb at the state level, where the majority of criminal justice
proceedings and incarceration occurs. Demanding that prisoners fulfill a stipu-
lated majority of their sentences (usually 85 per cent), these laws spread quickly,
with 20 states having such legislation by 1994. And while this may have been
motivated by the Republican right, it proved bipartisan in character very quickly.
Democrats were eager to show themselves as not ‘soft on crime’, evidenced most
forcefully by the Clinton administration and the 1994 Crime Bill. This legislation
incentivized prison building and truth-in-sentencing at the state level, and its ef-
fects were prolific. The cultural rush to punish was further accentuated at the
state level by repeat offender laws, commonly known as ‘three strikes’ laws, in-
voking mandatory life sentences upon third offenses.

Moreover, according to Avlana Eisenberg (2016), the nature of parole itself
came to change, contributing heavily to the growing incarceration trend.

While parole and probation were once imagined as providing an alternative, community-

based forum for transitioning back to society, and only parole violators perceived as dan-
gerous would be returned to prison, increasingly, offenders found in violation of adminis-
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trative procedures were returned to prison. In fact, the rate of incarceration due to parole
violations and revocation—what some scholars refer to as “back-end sentencing”—has
grown even faster than rates of incarceration over the last four decades. By 2007, the United
States annually sent more people to prison for parole violations than it sent to prison for all
reasons combined in 1980. Thus, the high rates of mass incarceration are not merely the
result of new crimes; they also result from parolees returning to prison (2016, pp. 82— 83).

This rush by elected officials to demonstrate their law and order bona fides led to
dramatic increases in the prison population, far out of sync with other countries
or previous periods in American history. Between 1973 and 2002, the incarcerat-
ed US population grew from roughly 200,000 to well over 2 million, representing
a rate increase from 100 to 750 per 100,000 citizens (2016, p. 81). At its peak in
2009, there were over 2.4 million prisoners in the US, when federal, state, local
and county jails are considered. Indeed, it has been poignantly noted that there
are more prison and incarceration facilities in the US than there are degree-
granting colleges and universities (Ingraham, 2015). Recent political and judicial
developments at the federal level have brought about a population decline in
federal and state prisons, amounting to approximately 11 percent between
2009 and 2019 (Carson, 2020). However, the overall level of incarceration was
never limited to federal and state prisons, and accounting especially for local
jails and immigration, incarceration remains staggering in the U.S. A far more
accurate picture reveals a criminal justice system that “holds almost 2.3 million
people in 1,833 state prisons, 110 federal prisons, 1,772 juvenile correctional fa-
cilities, 3,134 local jails, 218 immigration detention facilities, and 80 Indian
Country jails as well as in military prisons, civil commitment centers, state psy-
chiatric hospitals, and prisons in the U.S. territories” (Wagner and Sawyer, 2020,
para.2).

The complexity of this prison population, as well as the much broader pop-
ulation affected by incarceration, cannot be understated. It is critical to empha-
sise the deeply racialized, gendered, and classed nature of this system. Black
Americans make up 13 percent of the US population, but they account for 40 per-
cent of those incarcerated. Women, too, are incarcerated at an accelerated rate,
and have been for decades. In both cases, one overriding predictor holds true:
poverty is deeply related to incarceration. The vast majority of those incarcerated
come from impoverished circumstances, often incarcerated because bail is be-
yond their own means, or the means of those related to them (Looney and Turn-
er, 2018). And cycles of reincarceration are hardly surprising, as poverty “... is
not only a predictor of incarceration; it is also frequently the outcome, as a crim-
inal record and time spent in prison destroys wealth, creates debt, and decimates
job opportunities” (Wagner and Sawyer, 2020, para.31). We will return to the so-
cial and political culture that enables such bleak realities in the American carc-
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eral landscape in the final section of this chapter. Suffice it to say here that in the
midst of this pronounced inequality, corporate actors have derived advantageous
accumulation strategies. While it is not, as suggested, a terrain of their own cre-
ation, it has grown into a highly extractive one in which multiple and evolving
avenues for profit arise.

6.2 Corporate Strategies in Incarceration and Detainment

Within this expanded incarceration landscape, corporate actors have carved out
so-called niche activities, with an eye to extensive and relatively secure profits.
As suggested, a more recent volatile political backdrop has made these profits
somewhat less secure than first thought, and this has required deft maneuver
in relation to public decision making. Overall, there is no doubt that incarcera-
tion remains primarily a public undertaking, with a budget of around $81 billion
if spending calculations are restricted to prisons, jails, parole, and probation.
This figure, however, does not capture all of the potential revenues circulating
within this sector, as it excludes a range of indirect costs, the payment streams
for which can be tapped by private actors. In a more far reaching estimate, the
Prison Policy Initiative has included such costs as policing, judicial and legal
costs (criminal not civil), asset forfeitures, bail fees, and costs to families (com-
missary costs, telephone costs). The figure, by their reckoning, reaches closer to
$182 billion and supplies a more realistic evaluation of this sector’s real revenue
terrain (Wagner and Rabuy, 2017).

While not a serious rival to military, healthcare, or education spending,
budget figures in the billions still represent an enticing terrain for corporate play-
ers. In 1984, as Reagan’s war on drugs was getting into full swing, and state pris-
on populations began to swell, the Corrections Corporation of America (CCA),
now CoreCivic, opened its first private prison in Tennessee (White, Pena and
Weiler, 2020, p. 103). At the time, public expenditures on incarceration amounted
to $10 billion, a figure that would rapidly swell over the next 15 years. By 1997,
there were 91 such facilities, and this has grown to some 190 prison and deten-
tion centers (Eisen, 2019, p. 42). There were always two major players in this in-
dustry, Core Civic and GEO Group (formerly Wackenhut), with a few other subor-
dinate players, including Management and Training Corporation (MTC). Core
Civic and GEO currently bring in revenues of $4.5 billion, from a total private
market that exceeds $5 billion. These are substantial revenues for any corpora-
tion, even if their control extends to a definitive minority of federal and state fa-
cilities, somewhere between 8 and 9 percent of the total incarcerated population.

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

96 —— Chapter 6: Incarceration, Detention, and Adaptive Accumulation

Adaptive accumulation in this sphere, in the first instance, requires the se-
curing of contracts for facilities, existent or planned. Private corporations aggres-
sively pursue contract possibilities at a federal and state level, seeking to provide
facilities for local, state, and federal populations, but also the transfer of existing
prisoners between state locales. This began in Tennessee and progressed stead-
ily, with corporate players offering facilities at a per diem rate, and promising
more efficacious and higher quality service than what public facilities could
offer. Along the way, growth in private prison construction considerably out-
paced that of public construction. As Lauren-Brooke Eisen (2019) has noted,

... prison construction took off in the late 1980s and continued growing until the late 2000s
.... [Between] 1995 and 2000, there were more than 150 new private prisons built across the
country compared to about 50 public prisons. And between 2000 and 2005, this trend con-
tinued with only two new public prisons constructed versus 151 private correctional facili-
ties, which drove almost all of the increase in the number of prisons built (2019, p. 77).

The capacity of these corporations to turn a profit depends—at a micro level—on
the same production strategy as all fixed volume contracts: cost control. As in
healthcare and educational production, publicly tendered contracts demand
successful management of projected service usage, and the difference between
set government payments (on a per prisoner basis) and internally controlled in-
carceration costs determines profit levels. As such, the primary determinants of
‘success’ are both the volume of prisoners (more prisoners equal more revenue)
and the stringent management of workforce, resources, and services.

In this regard, keeping these facilities growing in one way or another has
been critical since the outset of the industry. The goal has been to ensure that
those prisons which are to be built will reach capacity, or at least near capacity.
Contracts are strategically directed at states or regions in which prison over-
crowding is a major issue, such as Texas or California. In the latter, a 2011 Su-
preme Court ruling mandated that overcrowding issues be addressed, based
on the Bill of Rights, offering a potential windfall for the industry, which had
the capacity to rapidly absorb prisoner populations. This problem is hardly
new, and with overcrowding as a recurring problem over the last three decades,
prison corporations have positioned themselves as the private ‘solution’ to both
this public policy dilemma and strained public finances. Per diem rates on pris-
oners offer stable revenue streams when sufficient volumes are guaranteed, and
this is precisely what corporate actors build into their state and federal contracts.
As in other cases of adaptive accumulation, corporate ‘risk’ in publicly tendered
contracts is highly mitigated: guaranteed occupancy rates (and payment) inhabit
some two-thirds of federal and state contracts, regardless of actual occupancy (In
the Public Interest, 2013). These usually place the occupancy floor at 90 percent
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or higher. In this environment, corporations have regularly built prisons ‘on
spec’, with an eye to filling them later, often with out-of-state prisoners from fis-
cally squeezed jurisdictions unable to handle rising inmate populations. Along
these lines, prisoners undoubtedly have become tendered commodities, and
guaranteeing their numbers constitutes an instrumental avenue of profit for
the industry.

On a political level, as well, the industry has not been particularly shy about
drumming up business. It engages in robust lobbying and influence efforts,
wherein it both protects a generally industry-friendly policy environment and
pursues beneficial specificities in the law and in policy execution. In the last
10 years, the industry’s main players have contributed roughly $38 million to
lobbying and campaign finance, operating at the federal and, especially, state
levels (Center for Responsive Ethics, no date). These funds are targeted at indi-
vidual campaigns that have the greatest effect on the industry, a fact which ex-
plains the surge in contributions through both the Bush and Trump administra-
tions. Overwhelmingly, but not exclusively, these contributions are directed at
Republican recipients, with a general objective of avoiding market adverse crim-
inal justice reform. GEO, for instance, has made clear in its SEC filings that,

... the demand for our correctional and detention facilities and services, electronic monitor-
ing services, community-based re-entry services and monitoring and supervision services
could be adversely affected by changes in existing criminal or immigration laws, crime
rates in jurisdictions in which we operate, the relaxation of criminal or immigration en-
forcement efforts, leniency in conviction, sentencing or deportation practices, and the de-
criminalization of certain activities that are currently proscribed by criminal laws or the
loosening of immigration laws (US Securities and Exchange Commission, 2012, p. 30).

Efforts are also directed at specific policies of states, which could have beneficial
effects on industrial outcomes. Core Civic professed anxiety to its shareholders in
2015 that “[legislation] has been proposed in numerous jurisdictions that could
lower minimum sentences for some non-violent crimes and make more inmates
eligible for early release based on good behavior” (Cohen, 2015, para.4). But the
industry is interested in more than just tough law and order policies—it also ac-
tively pursues policies that carve out new niche areas of accumulation. In Arizo-
na and Georgia, its lobbyists helped draft and pass legislation on immigration
that was highly amenable to detention profits, and in Oklahoma they lobbied
to increase misdemeanors to felonies, enhancing sentencing time and per
diem revenues (Eisenberg, 2016, p. 107). These are but a slice of the many efforts
to maneuver corporate interests within a publicly defined field, blending corpo-
rate objectives with public interest around law and order.
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Once contracts are secured and politically protected, however, the cost of
service delivery forms the basis from which these corporations draw their profit.
And it is here where the fundamental split with public purpose is most apparent.
Corporate players maintain that they will offer the same services as public insti-
tutions, arguing that their advantage lies in the qualitative equivalence of their in-
carceration methods combined with a capacity for cost-saving innovations. The
claims of CoreCivic (then CCA) make this clear.

[We] have redefined the way prison facilities operate, combining cost-efficient procedures
and modern security technologies. In fact, in the last 15 years, CCA has revolutionized
the corrections industry ... We have to win every contract by proving we can build, operate,
and/or maintain a facility more efficiently and more effectively, without compromising pub-
lic safety (reproduced in Burkhardt, 2019a, p. 207).

This tends, quite frankly, not to be the case, as the entire business model de-
pends on lowering costs of delivery. These reductions are especially focused
on labour, which amounts to the majority of operating costs in incarceration fa-
cilities. The key, not surprisingly, is to tap into non-union labour forces, which
require a lower pay rate and, importantly, considerably less training. On average,
the average pay rate for private prison correctional officers is some $7000 per
annum less than in the public sector—a gap that has grown over the last 20
years (Eisen, 2019, pp. 27-31). Training is substantially reduced for private sector
guards, and job turnover is substantially higher, ensuring that a higher propor-
tion of guards are working at entry level wages. A 2004 study demonstrated a
turnover rate of 42 percent in private facilities, compared with just 15 percent
in the public sector (Blakely, 2004, p. 29). High turnover rates, of course, suggest
job dissatisfaction or anxiety in a complex occupational environment, where
work experience and training matters.

Compare the correctional officer’s routine of checking cells for contraband, monitoring in-
mate movement, and ensuring doors are locked against the subtler and perhaps more im-
portant skills of handling inmate grievances, disciplining inmates, as well as helping them
through family and other personal crises. It is easy to see how the former can be reengi-
neered for less skilled, lower paid workers. It is more difficult to see how the latter skills
can be simplified using a cookbook approach (Gaes, 2019, p. 285).

Routinization of labour skills in the prison environment moves incarceration fur-
ther away from a rehabilitative effort towards a more blatant housing-storage-
lockup endeavour. The general results of this are not encouraging, as a Depart-
ment of Justice, Office of the Inspector General (OIG) report made clear. The OIG’s
criticism was multi-pronged, finding that private prisons were correlated with an
increase in incidents per capita (in 6 out of 8 categories); safety and security de-
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ficiencies; and improper (far too frequent) use of special housing units (SHUSs),
commonly understood as solitary confinement (US Department of Justice, Office
of the Inspector General, 2016).

None of this is to suggest these institutions are entirely bereft of quality con-
trol mechanisms—they cannot lay claim to public funds and provide a complete-
ly hollow service. It is, however, reasonable to assert that they do not accomplish
the market-related claims of even their most moderate advocates. There is simply
no substantial evidence that demonstrates either enhanced service delivery or
lowered costs in the private incarceration industry. In fact, studies in this area
are inconclusive, beginning with the first challenge of how to establish equiva-
lence in any analysis. Private prison corporations seek out prison populations
that are easier to handle, again not unlike insurance ‘cream skimming’ in the
healthcare sector. On questions of cost-savings, therefore, they are difficult to
compare to public prison populations. Equally unimpressive have been studies
measuring quality indicators, where private prisons perform no better, and
often worse, than their public counterparts. In a meta-study on such indicators,
Brett Burkhardt (2019a) has concluded that private prisons are outperformed
their public counterparts on matters of inmate misconduct, public safety, em-
ployee skills and training, staff turnover, inmate work assignments, and inmate
grievances. And they fail to better public institutions on inmate assaults, staff
safety, staffing levels, healthcare for inmates, remedial court orders, and inmate
recidivism (2019a, p. 203). This is the quantitative data—the qualitative evidence
is far more damning. Shane Bauer (2018), a journalist who went inside a Core-
Civic facility undercover as a low-paid prison guard, revealed a world that was
unregulated, grotesque, and barbaric. With unattended medical problems, no ed-
ucational services, ill-equipped and sparsely populated guards, and a non-reha-
bilitative culture, he describes a world of violence and inhumanity. Bauer, sub-
sequently, purchased his way into a CoreCivic shareholder’s meeting (with the
purchase of one share), where executives described the company’s core mission,
‘to serve the public good’.

As an important note, the extractive elements of prisons are evident in more
than the comparative evaluation of private versus public facilities. The entire in-
carceration system is a complex organization, with a series of necessary tasks be-
yond those performed by correctional officers. From laundry to food supply to
telecommunications, both public and private prisons have spawned infrastruc-
tural services that go far beyond the prison as a holding facility. Indeed, the uti-
lization of the term prison-industrial complex is intended to include this reality,
as a host of service providers extract pecuniary gain from the basic necessities of
the prison population. While not directly the subject of this chapter, their pres-
ence is worth noting, as they speak to a culture of cost-cutting, privatization,
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subcontracting, and price-gouging that has permeated the entire public endeav-
our of incarceration. Prisons have opened the door to private providers, who
make millions off of everyday necessities, including utensils, laundry, and
even prison-suitable pens. Telephone companies have gained a lock hold on en-
tire regions of incarceration, charging prisoners and their families exorbitant
rates for calls, garnering billions in revenues. Commissary services also pull in
billions, providing meager food additions to prisoners for a price. All of this
can be facilitated by JPay, a company providing those related to and outside
the prison population the ability to send funds electronically, enabling both en-
hanced purchasing and hefty service fees. Finally, healthcare, free to prisoners,
involves companies making billions in revenues for service delivery that has
come under severe scrutiny and legal challenge for its poor quality (Eisen,
2019, pp. 87-90).

In a similar manner, prison corporations have demonstrated themselves to
be considerably nimble in the evolving political environment of criminal justice,
as well as the fit-and-start funding of prison reform. These corporations recog-
nized early in their tenure that the primary means of accumulation—incarcera-
tion—would be vulnerable to the push and pull of politics, making alternative
and evolving revenue sources a necessity. Here, Immigration and its increasing
criminalization has proven to be low hanging fruit. There has been, since the
Bush administration, a very clear turn to nativism in US policy, adhered to relent-
lessly during the Obama years, and put on steroids during the Trump adminis-
tration. Along with this, “immigration is framed as a severe threat, a multidi-
mensional one that endangers national identity and social cohesion ... [which]
became increasingly nuanced once terrorism was added to the existing rhetoric”
(Moreno and Price, 2018, p. 158). Even after the Obama administration initiated
its incarceration reforms in 2009, Department of Homeland Security (DHS) de-
tention of non-citizens grew by 25 percent while cases for illegal entry into the
U.S. amounted to half the federal criminal cases by 2015 (Eisen, 2019, p. 173).
As Moreno and Price (2018) have argued, immigration, like the war on drugs,
has been subject to increasing ‘securitization’, where detention has become an
attractive feature of prison corporations’ accumulation strategies (2018,
pp. 144-145). As with conventional forms of incarceration, intensified political
rhetoric at the national level bears concrete opportunities on the ground,
which have come to constitute an important component of these corporations’
profit strategies.

The immigrant population detained in private facilities amounts to a much
higher proportion than in conventional incarceration—over 75 percent. The aver-
age daily number of these private detainees rose over 400 percent in the two de-
cades previous to the Trump administration, after which it spiked precipitously.

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



EBSCChost -

6.2 Corporate Strategies in Incarceration and Detainment = 101

Not surprisingly, then, the number of private facilities operating for the DHS has
also surpassed 75 percent, with over half of those in custody held by just two cor-
porations: GEO and CoreCivic (Ahmed, 2019). The corporate attraction to immi-
gration has grown over this period for distinct reasons, not the least of which is
the dollar value of federal immigration contracts in comparison to other sources.
Given the per diem ceiling on profitability, the fact that federal contracts pay out
at twice the level for immigration detainees, corporate gravitation to this field is
to be expected. Daniel Stageman (2013) has suggested that in the overall political
economy of punishment, immigration offers compelling possibilities for profit.
For these corporations, “even if we make the generous assumption that immi-
grant detainees are twice as expensive to house as traditional prisoners, they
still represent a ‘clientele’ with the potential to more than double [the] operating
margin per compensated person-day, making the detention market an attractive
one indeed” (2013, p. 228). Federal contracts are also considerably more stable
than the patchwork of local and state arrangements that make up the bulk of
the prison market. Congressional funds are stable in a manner that local
funds—subiject to balanced budget constraints and restricted sources of reve-
nue—cannot be. Little wonder that the proportion of federal contracts for GEO,
CoreCivic, and MTC now amount to roughly 50 percent of their revenues, more
than half of which comes from immigration detention (Ahmed, 2019).

It is important to note, as well, that immigration is uniquely profitable, be-
cause the public role being performed is limited to detention. The societal objec-
tives of public incarceration, as suggested above, ostensibly carries both punitive
and rehabilitative content, and the moral treatment of those incarcerated should,
ostensibly, be something more than a cost ‘input’. But in the securitized ‘threat’
environment of immigration detention, the responsibility of private detention fa-
cilities towards non-citizens is far more limited. As Eisen (2019) has pointed out,
those detained possess little in the way of legal rights, and there is rarely any-
thing akin to “programmatic services such as education, mental health or
drug abuse counseling, or job training” (2019, p. 176). As in the case of conven-
tional prisons, corporate actors envision their role as emulating the tasks of fed-
eral and/or local officials, but at a fixed, negotiated price. And the reality is that
federal officials do not see immigration detention as actual incarceration or pris-
on, a designation that would imply the need for a greater number of services and
legal entitlement. Adaptive accumulation discourages these actors from going
beyond the bare minimum, as this would neither conform to the prevailing po-
litical culture on immigration (more on this below) nor adhere to the obvious
business model that minimizes costs against stipulated contract rates. These fa-
cilities are treated not as prisons, but rather has holding centers: “[they] are a
hybrid form of detention, somewhere between county jail and federal prison”
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(2019, p. 183). Consequently, minimal service features and corral-like detention
facilities project a rather inhumane imagery, reaching extreme proportions dur-
ing the scandals of the Trump administration, with family separation and de-
tained children taking center stage. CoreCivic, in reaction to such imagery, at-
tempted a defamation suit against the activists who publicized its involvement
in the Trump administration’s forced family separation (ostensibly a deterrent
to illegal immigration). The case was thrown out, however, as the court found
that the corporation (along with GEO and MTC) plainly and publicly cooperated
with the program, housing the parents whom had been separated from their own
children (Pauly, 2020).

As private incarceration and detention have become increasingly unpalata-
ble, the adaptive strategies of these corporations nonetheless proceed. There is
certainly an understanding within the industry that the expansionary nature
of incarceration cannot, in the long run, endure. The Obama administration is-
sued an executive order extinguishing federal private contracts on prisons,
which was reversed by the Trump administration, and has now been resuscitated
by the Biden administration. This political to-and-fro is highly evident to corpo-
rate officials, evident in their qualifying statements to shareholders. Even if the
existing long-term contracts are honoured, and even if state-level incarceration
contracts do not immediately recede, these actors foresee a necessity to modify
their extractive business model. Burkhardt (2019a) refers to a SEC filing by Cor-
eCivic (at the time, CCA) to highlight prevailing industry fears:

Resistance to privatization of correctional and detention facilities ... could result in our in-
ability to obtain new contracts, the loss of existing contracts, or other unforeseen conse-
quences. The operation of correctional and detention facilities by private entities has not
achieved complete acceptance by either governments or the public (2019b, p. 403).

As a pre-emptive response, corporations have initiated a sectoral expansion
across the spectrum of criminal justice, an extractive strategy that targets an
even larger population. GEO and CoreCivic have sought to broaden their activi-
ties, focusing on the wider market of community supervision and re-entry. In
2018, there were 4.4 million people under community supervision in the U.S.,
twice the prison population, and roughly 8.5 times the comparable European
average (Bradner et al., 2020). As this population is decreasing at a rate far
more slowly than prison populations, it represents an appealing lateral market
for the incarceration industry, with its attraction to any government largesse
that can be translated into private revenues.

Adaptation has taken multiple forms, in this regard, such as GEO creating a
GEO Care division that deals with residential treatment, youth services, electron-
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ic monitoring and community based correctional services. Increasingly, rehabil-
itative services and those oriented towards parole and probation are making up a
larger and larger segment of GEO revenues. Even as the Trump administration
exhibited a positive governmental disposition towards incarceration, GEO’s com-
munity services had already grown to 18 percent of its total revenues (Eisen,
2019, p. 234). By 2017, CoreCivic had spent some $270 million on acquiring res-
idential re-entry facilities around the country, with an eye to vertical integration
and rebranding (Takei, 2017). The obvious difficulty here lies in the fact that pro-
bation and parole systems in the U.S. have been subject to heavy criticism for
their unfairness, inequalities, and direct connection back to the carceral system.
In 2018, 28 percent of those locked up were for reasons of violation of parole or
probation, and if only state prisons are considered, the figure climbs to 45 per-
cent. A very large proportion of such reimprisonments stem from technical,
non-criminal trigger violations, feeding mass incarceration, rather than limiting
it (Frankel and Pitter, 2020, pp. 1-3). This raises the prospect that the nature and
purpose of re-entry programs are becoming subject to a glaring conflict of inter-
est. The very companies that stand to gain from violations are the same parties
that would assess violations. This does not just “keep people in prison, but ...
keep[s] people involved in the criminal justice system generally, whether through
expanding the populations subject to probation, extending probation terms, or
returning people to prison through probation revocations” (Takei, 2017, p. 175).
Ultimately, especially in eras of political reform, corporate actors not only defend
existing streams of profitability, they also carve out new areas from which private
gain can be procured from public revenues.

6.3 Government, Public Policy, and Incarceration

Much of this sector hangs on the political context, whether local, state or federal.
The political issue of mass incarceration in America will not be solved in the
short-term, and corporate actors have proven adept at navigating the public pol-
icy it continues to generate. This requires, though, the acquiescence—often en-
thusiasm—of policy officials, who regularly collaborate in realigning government
policy. While government prison contracts had been around for a long time, the
Reagan administration gave them the imprimatur of the Oval Office, with the
President’s Commission on Privatization in 1986 (Eisen, 2019, p. Ch.2). In keeping
with the era’s prevailing mood, the report called for the potential privatization of
a range of governmental services, listing both prisons and immigration as can-
didates. This endorsed at a federal level what was already underway at the
state level, beginning with Tennessee’s private prison construction in 1984. It
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tapped into an emerging government mentality of ‘new public management’, in
which “many jurisdictions have sought to establish privatized arrangements due
to [the] potential to cope with increasing expenditures, induce administrative ef-
ficiency, lower costs, and provide a better quality of service delivery” (Mitchell
and Butz, 2019, p. 509). Importantly, as with other forms of adaptive accumula-
tion, such determinations should be understood as something more than mere
outsourcing. Both governmental and corporate actors view these arrangements
as an extension of government operations, with the assumption that corporate
actors can execute all the facets of accountability, transparency and qualitative
objectives that should properly inhabit public policy execution.

There are multiple reasons for public policymakers entering into incarcera-
tion contracts, and they are executed in varying ways, but certain common
themes in this process are worth highlighting. The first of these is the search
for efficiencies and cost savings. When governments stepped up contracting
in the 1980s and 1990s, it was undoubtedly a manifestation of intensifying
law-and-order policies, combined with changes in sentencing, which were filling
prisons beyond capacity. This could, of course, have led to an expansion of ex-
isting public facilities, but that would have fallen out of step with political trends
of that period.

... [A] factor that catalyzed the industry [was] the maturation of the fiscal conservativism
movement that began in the 1970s. As fiscal conservatives claimed policy victories on
the national level, states were expected to take on increased responsibilities. But at the
same time federal responsibilities were devolving to the states, citizens demanded protec-
tion from state tax increases, frequently imposing constitutional restrictions on taxing and
borrowing. When states encountered the recession of the early 1980s, these new revenue
constraints led to profound turmoil in government budgeting. Private prisons benefited
from the movement in two ways. First, despite the overall pressure to reduce spending, pris-
ons often enjoyed favored status due to public fear of crime and the ability of the state to
justify public safety as an essential governmental function. Second, even though incarcer-
ation as a concept received favored political status, fiscal constraints made borrowing for
new construction difficult—thus privatization emerged as a popular alternative. This popu-
larity depended on the notion that contract facilities would avoid the need for state borrow-
ing or expansion of public pay rolls. At the same time, by expanding prison capacity
through private facilities, policy-makers could claim cost savings through private sector ‘in-
novations’ (Raher, 2010, pp. 217-218).

Whether such efficiencies can be meaningfully identified as a cost saver to gov-
ernment is severely in question. It is certainly true that prison corporations have
been able to translate incarceration into a profitable undertaking, but whether
that has had positive budgetary effects for federal or state authorities is not ob-
vious. From a new public management perspective, any benefits of government
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contracting depend on quantitative outcomes: does the utilization of private in-
carceration lower overall costs for government? Existing literature suggests either
extremely weak savings, or no savings at all, while also failing to bring about any
kind of ‘competitive effect’ across the entire carceral domain (Burkhardt, 2019a,
p. 211). One nationwide analysis suggested that, for a range of reasons (de-
creased negotiating leverage, recidivism, escape rates, built-in incarceration in-
centives, etc.): “state correctional expenditures are not found to be systematical-
ly affected by increasing the percent of prisoners in private prisons. Contracting
private companies to run prisons does not produce the results that are expected
when allowing private markets to allocate resources” (White, Pena and Weiler,
2020, p. 13).

Nonetheless, government actors have not only facilitated the growth of the
industry, they have defended it legislatively. At the outset of the 2000s, the in-
dustry was facing considerable profitability pressure, as contracts for prisoners
were not being procured quickly enough to meet the accelerated building invest-
ments of the previous decade. CoreCivic (then CCA) had spiraled to near-bank-
ruptcy, as the speculative demand of the 1990s procured empty facilities and dis-
dain from shareholders. The US government threw a lifeline to the industry in the
form of market coordination. Up until this point, most arrangements in the in-
dustry had been through direct contracts with state governments or the federal
government to build capacity and house inmates directly. But the extensive over-
hang of facilities stemming from speculative expansion generated the possibility
of inter-state facility usage, something which came to be heavily supported at the
federal level. With underlying legislation from Congress, the Department of Jus-
tice created the Office of the Federal Detention Trustee (OFDT) in 2000. It was
given responsibility to manage detainees and coordinate their detention, and
it was authorized to use all available facilities—including non-federal—to do
so (Raher, 2010, p. 222). This would include all detainees from the Bureau of Pris-
ons (BOP), the US Marshals Service (USMS) and, very significantly, the Immigra-
tion and Naturalization Service (now ICE).

The Trustee existed only until 2011, at which point it was folded into the
USMS, but its decade-long run actively shaped a ‘national market’ in beds and
facilities that “played a crucial role in the constructive federal bailout of the in-
dustry” (2010, p. 222). It created a far more consistent, higher-paying, and relia-
ble revenue flow for an industry that was managing a patchwork of state-con-
tractor deals across the country. By introducing the Detention Services
Network (DSNetwork), the Trustee tendered bids on beds and/or facilities that
met the need of its affiliated agencies, and it put direct competitive pressure
on state governments to meet the higher per diem rates set at the federal
level. It should be said that these tenders were only nominally competitive, craft-
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ed in such a way that they could only be filled by dominant industry actors (GEO,
CoreCivic, and MTC). As such, the fortunes of these corporate players very quick-
ly rebounded. The national market, in particular in immigration detention, has
extended a helping hand to this industry throughout the Bush, Obama, and
Trump administrations. The use of Criminal Alien Requirements (CAR), whereby
the serving of pre-deportation, low-security criminal sentences are arranged by
the BOP, has been particularly lucrative, occasioning the dramatic growth in
low-cost, non-citizen prisoners, guaranteeing the stable conversion of public
to private revenues. This market security extends beyond criminal immigrant in-
carceration more broadly into immigrant detention. In 2010, through an appro-
priations amendment, the so-called bed mandate was created, calling on DHS
to maintain 34000 detainee beds at all times, roughly doubling its hitherto ca-
pacity. Three quarters of these beds are maintained privately, and they are
paid out at federal rates, regardless of occupancy (Sinha, 2017). The cost, $2.3
billion in 2018, represents more than a quarter of overall industry revenues.
While the appropriations amendment has been dropped since 2017, the numbers,
unsurprisingly, have grown well in excess of 40,000 as a daily norm, reaching
52,000 in the last year of the Trump Administration (Aleaziz, 2019).

The growth of a national market has undoubtedly intensified problems in an
already plagued incarceration and detainment system. When prisoners are
moved across state lines and shuffled around as ‘units’ in a national market, cir-
cumstances are made more tense for all parties involved, inside and outside of
facilities. Besides the upward pressure on per diem rates that have a systemic fis-
cal effect, out-of-state prisoners are “less happy when serving time far away from
family and friends, [and] housing inmates from different jurisdictions (who are
subject to different administrative regulations) in one facility often breeds ten-
sion” (Raher, 2010, p. 220). Moreover, monitoring from state authorities in this
situation is demonstrably worse. Facilities that serve the national market receive
a quarter of the monitoring hours that in-state facilities do, while actual contract
monitors for such facilities receive a quarter of the job-specific training com-
pared to those dealing with in-state facilities (221).

All of this goes to a second common theme of government involvement in
this field of adaptive accumulation: weak regulatory behaviour. The ambigu-
ous positioning of private prisons, somewhere between opaque market actor
and open adherent to national incarceration standards, places considerable im-
portance on the political (legislative) monitoring of fair and humane treatment of
those imprisoned or detained. By all accounts, however, federal and state polit-
ical actors have not, collectively, sought to invigorate a regulatory and monitor-
ing system that would achieve such ends.
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As the growth of private prisons and detention facilities reached a frenzy
during the Bush Administration, Congressional members sought access to infor-
mation that might lead to better regulatory objectives. But information—the life-
blood of any regulatory undertaking—is precisely the item that corporate actors
seek to protect, and policymakers seem willing to concede. Blanket legislation,
which would rein in the operation of private prisons at a state level, could not
advance in Congress. The 2001 introduction of S.842 sought to limit federal
grants to states upon “assurances to the Attorney General that if selected to re-
ceive funds ... the applicant shall not contract with a private contractor or vendor
to provide core correctional services related to the incarceration of an inmate”
(US Congress, Senate, 2001, sec.3(a)). That this met with no action (the bill
failed) on the part of the Congress is not surprising, but the subsequent and con-
sistent failure to demand even adequate regulatory information highlights the
depth of political unwillingness to hold industry publicly accountable. Since
2005, legislation has been introduced in every Congress that would require pri-
vate contractors to comply with same standards of any government agency in re-
lation to the Freedom of Information Act (FOIA). The latest instantiation of this,
H.R.5087, requires that a non-governmental “record relating to a prison, correc-
tional or detention facility shall be ... subject to [the FOIA], to the same extent as
if the record was maintained by an agency operating a Federal prison, correc-
tional, or detention facility” (US Congress, House, 2019, sec.3(a)). In fact, this
string of Congressional bills has only ever advanced to the stage of committee
hearings once, in 2008, with every other Congress allowing such bills simply
to languish. For that hearing, CoreCivic (then CCA) submitted written testimony,
suggesting that this bill was a “solution in search of a problem” that would, un-
necessarily and unfairly, “impose upon the private sector an unprecedented re-
quirement to respond directly to requests for information to the greater public”
(US Congress, House, 2008, para.12—-13). Ultimately, the source of Congressional
resistance is laid out clearly in this hearing: Ranking member Louie Gohmert (R-
TX) captures predominantly Republican objections to “singling out private pris-
ons to bear the burden of FOIA obligations by asserting that housing prisoners is
a core and a unique governmental service” (2008, para.17). However, the asser-
tion that a core governmental service was and is being carried out by CoreCivic,
GEO, and MTC is, in fact, almost impossible to deny. Nevertheless, these corpo-
rations would not, and have not, become subject to such transparency require-
ments—an obligation which all governmental correctional agencies must fulfill.

The unwillingness on the part of legislators to hold corporate subcontractors
accountable as full agents of government speaks to the central dilemma around
adaptive accumulation related to public sovereignty. It is precisely that “these
quasi-government relationships are often plagued by complicated issues around
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the government delegating core public responsibilities” (Eisen, 2019, p. 55). And
industry actors have been selectively willing to take up this role, speaking far
less about outright privatization and more about public-private partnerships.

Recently, the industry has presented itself as true public servants. For example, CoreCivic’s
core mission, as stated on its home webpage, is to ‘better the public good’, GEO Group on
its home page, says ‘GEO believes we can and should have a positive impact on the com-
munity we serve.” On its homepage, MTC prominently declares itself ‘a leader in social im-
pact’. Both CoreCivic and GEO have reorganized and rebranded in ways to emphasize their
public mission, with divisions dedicated to ‘Community, Safety, and properties, respectively
(Burkhardt, 2019b, p. 409).

Quite clearly, however, when it comes to issues of accountability, transparency,
and regulatory applicability, these same operators wish to hoist their private,
market credentials, referencing trade secrecy or security concerns as primary
counterarguments. In general, federal and state policymakers have convention-
ally gone along with this dual reality, extending exemptions or special status to
government contractors in relation to public disclosure of records, on the prem-
ise that it exposes contractors’ wider business model to marketplace competi-
tors, hurting the company itself and distorting the broader market. In the case
of private incarceration, however, Stephen Raher (2010) has suggested that
such claims possess a faulty logic. First, he argues that governments are the
only customers in an oligopolistic sector, and the likelihood of any ‘market dis-
tortion’ is fanciful, at best. Additionally, he argues that there are no substantial
trade secrets in the prison industry. Trade secrecy should be extended only to
matters that are valuable, secret, and definitively advantageous, none of
which applies to this sector, where incarceration methods are known or easily
ascertainable (2010, p. 237). Yet the disposition of federal and state actors toward
regulatory principles for private prisons—anticipating their needs as fully-fledg-
ed market participants—remains undisturbed to date.

Given their fiscal and legal functions, legislatures are critical in this arrange-
ment, but so too are executive administrations that organize the use of funds and
administer agency-related contracts. This relates to a third prevailing theme: the
susceptibility of the industry to administrative decisions, rooted in popular
political sentiment. More recent history suggests that the executive arm of the
state can have a decisive effect on the viability of the industry, and that the in-
dustry is both vulnerable and responsive to executive action. The disposition of
executive offices are themselves, of course, highly influenced by the political
leanings of their inhabitants. It was, for instance, the conservative Bush Depart-
ment of Justice that expressed hesitance over the putative costs to taxpayers from
increased access to information requests, which, in turn, contributed to Congres-
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sional inaction in the 2008 legislative process. Moreover, that same administra-
tion created the DHS, and its ramping up of immigrant detention greatly bol-
stered the fortunes of industry actors, particularly CoreCivic (then CCA). Similar-
ly, at least on the immigrant detention front, the Obama administration did little
to alter this trajectory. Only under political pressure, following the issuance of
the DOJ Investigator General’s Report in 2016, did Deputy Attorney General
Sally Yates announce that the DOJ would be directing the BOP not to renew
its contracts on the 13 privately-run federal prison facilities. And this pressure
eventually found its way to DHS, as Secretary Jeh Johnson announced an Advi-
sory Council, “to evaluate whether the immigration detention operations con-
ducted by Immigration and Customs Enforcement should move in the same di-
rection” (quoted in Eisen, 2019, p. 179). The BOP process and a potential DHS
policy change would have been carried out on a long-term basis, phasing federal
facilities out through attrition, and its industrial effects might have only been
muted by the reality that the majority of earnings still come from state-based
contracts held by these corporations. Still, there can be no doubt that it consti-
tuted a political broadside that put the industry in a considerably defensive po-
sition.

As such, there could have been no greater historical windfall for the industry
than the election of the Trump administration. Given the pronouncement by the
2016 Clinton campaign that it would make good on the existing DOJ policy inten-
tions, the prospects for accumulation looked increasingly problematic, particu-
larly in the face of a ‘negative trend’ in immigrant detention. You would not
know this by the words of CoreCivic (then CCA) CEO, Damon Hininger, who pro-
claimed “... that being around thirty years and being in the operation in many,
many states, and also doing work with the federal government going back to the
1980s, where you had [a] Clinton White House, you had a Bush White House, you
had [an] Obama White House, we’ve done very, very well” (quoted in Eisen, 2019,
p. 148). This equanimity proved prescient, as the surprise election of Trump—and
his accompanying anti-immigrant rhetoric—turned the tide dramatically. Execu-
tive orders were reversed, and while the overall numbers of federal prisoners fol-
lowed its incremental decline, the percentage held by private prison corporations
did not, stabilizing between 8 and 9 percent. More importantly, the upswing in
federal detention of immigrants at border facilities accelerated considerably, as
the administration’s follow-through on campaign declarations demanded new
facilities. Unsurprisingly, stock shares in CoreCivic and GEO jumped following
the 2016 election, demonstrating investor confidence in the continuing availabil-
ity of ‘carceral markets’ when the appropriate administration was in charge (Col-
lingwood, Morin and El-Khatib, 2018).
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With this change in political tone, the executive arm of government moved
swiftly to reverse the existing downward trend in immigrant arrest and deporta-
tions. It should be noted, however, that both never reached the 2012 peak ach-
ieved by the Obama administration, pointing to the Democrats’ own brand of
harsh immigration tactics (Gramlich, 2020). Despite this, the posturing of the
Trump administration was more on the border itself than internal to communi-
ties, reaching a frenzy in 2019, with border apprehension increasing by 100 per-
cent over previously consistent years. The critical quantitative change came in
the policy towards detention, expanding dramatically and proving an accumula-
tive goldmine for corporations that hold the strong majority of this population.
Daily detentions grew rapidly over the course of the administration, with an aver-
age held by ICE in 2019 exceeding 50,000 per day, with another 20,000 by Cus-
toms and Border Patrol (CPB) and 11,000 children with Health and Human Serv-
ices (HHS) (Serwer, 2019). Facility expansion has involved primarily large
‘processing centers’ operated by private corporations, as well as contracted
local and county jails across the country. With this surge has come predictable
criticism of monitoring and conditions of detention. DHS’s own OIG highlighted
both problems in two separate reports in 2018 and 2019. In monitoring, the OIG
concluded that ICE’s procedures “do not ensure adequate oversight or systemic
improvements in detention conditions, with some deficiencies remaining unad-
dressed for years.” (US Department of Homeland Security, Office of the Inspector
General, 2018, para.l). After on-site inspections of four separate ICE detention
facilities, three of them run by GEO corporation, the OIG’s conclusions were
far more damning:

Although the conditions varied among the facilities and not every problem was present at
each, our observations ... revealed several common issues. [We] observed immediate risks
or egregious violations of detention standards at facilities in Adelanto, CA, and Essex Coun-
ty, NJ, including nooses in detainee cells, overly restrictive segregation, inadequate medical
care, unreported security incidents, and significant food safety issues .... All four facilities
had issues with expired food, which puts detainees at risk for food-borne illnesses. At three
facilities, we found that segregation practices violated standards and infringed on detainee
rights. Two facilities failed to provide recreation outside detainee housing units. Bathrooms
in two facilities’ detainee housing units were dilapidated and moldy. At one facility, detain-
ees were not provided appropriate clothing and hygiene items to ensure they could properly
care for themselves. Lastly, one facility allowed only non-contact visits, despite being able
to accommodate in-person visitation. Our observations confirmed concerns identified in de-
tainee grievances, which indicated unsafe and unhealthy conditions to varying degrees at
all of the facilities we visited (US Department of Homeland Security, Office of the Inspector
General, 2019, para.l).
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There should be no mistaking what this means for corporations active in immi-
gration detention, repulsive as such outcomes might be. Lax conditions, over-
crowding, insufficient monitoring, or any other poorly provided resources all
translate into stronger accumulation prospects, higher profits and satisfied
shareholders. The parameters of adaptive accumulation have, in this regard,
never been so palpable: expanding government programs; private execution of
public service; and a hyper-validation of market principles through weak regula-
tory reach and poor qualitative outcomes. The administration’s turn in 2019 to
weaken National Detention Standards (NDS) further at 140 facilities in 44 states
can only intensify this dynamic and make future reforms more difficult (Cho,
2020).

The Biden administration’s announcement of re-establishing the abovemen-
tioned attrition policy on private incarceration contracts in federal prisons is an
impactful, albeit complicated, development. All the same problems with existing
contracts (with both private facilities and local officials) remain intact, and the
administration has made no concomitant announcement regarding immigrant
detention. Not surprisingly, David Garfinkle, CoreCivic’s Executive Vice President
and Chief Financial Officer, expressed confidence in the political situation going
forward:

[When] you think of all the other initiatives that are on [the President’s] plate, healthcare,
tax reform, climate change, trade negotiations, it’s probably a while before you would ex-
pect the focus to become on private prisons. It’s just such a complex area to solve because
we provide such an essential governmental service there that I just can’t believe that, that
would be one that they want to tackle out of the box (quoted in Simon, 2021, para.13).

While the administration defied this outlook, with an initial executive order in
January 2021, reinstating the Obama policy, Garfinkle is not wrong on immigra-
tion and state detention (together comprising some 80 percent of private indus-
try’s revenues), where the matter will not be so straightforward to address. Even
the parts that it does address—non-renewal of contracts by BOP and USMS-will
be an incremental subtraction of industry profits, but the order does nothing to
prevent a parallel expansion of corporate strategies around post-detention sur-
veillance and re-entry, or even expansion of state contracts in select locales.
This raises a final prevailing theme for public decision making: the inextric-
ability of local policy. At both state and local/municipal levels of government,
non-federal officials are heavily tied into the private system of detention, not
only as a matter of short-term budgeting frugality, but also as a matter of per-
ceived local job loss and economic development. GEO alone has contracts in
11 separate states, and the ebb and flow of its prison and detention revenues
have palpable effects on the politico-economic context of states and municipal-
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ities. As mentioned above, many state constitutions place legislatures under bal-
anced budget requirements, which heavily affect both their state prison system
and the overall fiscal largesse that can be directed toward smaller communities.
As such, the prospect of private—or any other—facilities, requiring paid person-
nel and sub-contracted commercial support (laundry, transportation, etc.), trans-
lates into material sustenance for these communities, and the extraction of prop-
erty tax often represents a lifeline for municipal revenues.

One of many examples can be highlighted in Colorado, where state legisla-
tors recently adjusted language in a bill originally designed to wean the state off
of the use of private correctional facilities. Representatives of industry (CoreCiv-
ic), in cooperation with citizens and officials from the two affected counties, lob-
bied legislators on the necessity of these facilities to their community. Local com-
missioners argued that these facilities are such a significant part of local tax
revenues (54% for Crowley Country and 25% for Bent County) that closures
would bankrupt the local administrations. Moreover, community members in-
sisted publicly that these facilities made up some of the only economic prospects
that citizens had, without which the likelihood of a demographic exodus would
greatly increase. Not only did this impress legislators enough to change the lan-
guage in the proposed state study, but they also amended the legislation to grant
the Governor final decision-making power on out-of-state prisoner contracts with
a third private facility in Burlington. Clearly zeroing in the problematic nature of
a commodified trade in prisoners, legislators, nonetheless, defaulted to language
that directed the Governor’s approval not to be ‘unreasonably withheld’ (Good-
land, 2020).

Such stories can be repeated through the many states that employ private
prison contracts or allow contracting by out-of-state or federal sources. Immigra-
tion, in this regard, has constituted a local revenue source not only for private
contractors but also in the very maintenance of local public facilities. Originally
introduced with the 1996 Immigration and National Act, the 287(g) program em-
bodies a memorandum of agreement that authorizes “state, county, and local
law enforcement agencies (LEAs) to enforce federal immigration law” (Stage-
man, 2013, p. 230). Here, federal authorities direct subsidies to local law enforce-
ment agencies, offering a fiscal stimulus to pay for local incarceration facilities
and the maintenance of personnel. The attractiveness of this to local government
structures, starved for budgetary sources, cannot be understated. In political
economy terms, Stageman (2013) labels this an ‘extractive’ (rather than exploi-
tive) activity, as states, counties, and municipalities obtain their share of ‘profit’
to maintain an overall incarceration regime. He notes that this “extractive activ-
ity approaches immigrants as analogous to a natural resource: immigrants need
only be present in order for the various interests involved in detention operations
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to profit” (2013, p. 231). This has led to a considerable misuse, as ‘offenses’ that
in no way meet the criteria of a misdemeanour have been used as a pretense for
detention and, thus, continued municipal funding. In this sense, a localized, ex-
tractive political economy of detainment is maintained that both meets with pop-
ular approval—securing employment and facilities while serving as a conserva-
tive ‘law and order’ prop—and greatly dovetails with the immigration activities of
corporate players.

Ultimately, government at all levels has progressively drawn itself into the
many facets of private incarceration. And, having reached a certain level of in-
tricate involvement, extrication from that process will prove difficult on both a
logistical and political level. It is important to recall this significant feature of
adaptive accumulation: ostensible advocates of market performance seek a larg-
er and more complicated share of a paradoxically expanding government pie. As
governments take any political action which may reverse or undo this trend (as
in the case of the Biden administration), they risk a not-so-surprising number of
reverberations from other levels of government and the wider political culture. In
other words, the more extensive the public role of private actors has become, the
more politically difficult it is to unwind.

6.4 Politico-Cultural Undercurrents: Conditioning
Incarceration

The political culture in which adaptive accumulation proceeds is central, be-
cause it makes up, in part, the very conditions which corporate agents harness
to secure sought-after government revenues. In the case of incarceration, this re-
calls the familiar politics of ‘crisis’ and encroaching ‘danger’ (evident in health-
care and education), but it also taps into deep strains of racial and xenophobic
animus that is entwined in the American social fabric. Political economy has al-
ways struggled with the integration of the affective and cultural elements of pol-
itics into its analysis, but here its interwoven centrality exposes social senti-
ments, behaviours, and institutional structures that generate the possibility of
adaptive accumulation in the first place.

On a budgetary and societal level, ‘crisis’ has been used as a rhetorical driv-
ing force in the growth of prisons for some time. Since the 1980s, increased in-
carceration rates remain unrelated to crime rates, but they are very highly related
to skin colour (Ladipo, 2001). As one of the more trenchant social critiques has
made clear, the prison system needs to be seen outside of the ‘crime and punish-
ment’ paradigm. Instead, the extraordinary incarceration rates for Black and His-
panic populations signal “the obsolescence of the ghetto as a device for caste
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control and the correlative need for a substitute apparatus for keeping (unskil-
led) African Americans ‘in their place’, i.e. in a subordinate and confined posi-
tion in physical, social, and symbolic space” (Wacquant, 2001, p. 97). Various in-
cantations of the ‘war on crime’ and ‘war on drugs’, along with increasingly
militarised policing, have fully racialized criminality, rendering an image of
‘dangerous’ populations, entirely divorced from their socio-economically de-
prived context (Davis, 1998). This decontextualized projection of ‘danger’, graft-
ed especially onto black and brown communities, continues to advance a per-
ception of crisis in both criminality and community safety.

In this ‘crisis’ context, a dual dynamic of punishment (incarceration) and re-
newal (law and order) underwrites adaptive accumulation, and it finds continu-
ing reinforcement in both the criminal justice system and popular renditions of
criminality (such as those in the media). This is readily on display in policing
policies, where descending violent crime rates are nonsensically matched with
ascending public support for increasing public investment in law-and-order pol-
icies. Moreover, the gross imbalance in enforcement and punishment directed at
black and Hispanic communities, such as those used in targeted and irrational sen-
tencing laws, has proceeded for decades, in clear sight. Utilising Frommian mate-
rial psychoanalysis, Leonidis Cheliotis (2013) has questioned why, “crime, or at
least certain types of crime, carry attributes that render them publicly more com-
pelling and thereby politically more suitable than other dangers” (2013, p. 251).
The answer, he argues, is that a material insecurity besetting the so-called mid-
dle class is continuously ‘re-branded’ and displaced onto a narrative of violent
street crime. Such danger is personified into minority groups in a manner that:

... feeds on the symbolic order of neoliberal capitalism. More specifically, the perpetrators
of violent street crime are said and thought to be enjoying instant access to material and
ontological gains, from the goods they seize to unrestricted spatial mobility through taking
over streets. Thereby induced among the middle classes is the sense of unfairness one con-
sciously feels when others ‘short circuit the whole marketplace of effort and reward, when
they are perceived as getting exactly what they want without any effort at all—or, more pre-
cisely, exactly what you want and can only achieve with great effort’ (2013, p. 263).

Here, the road to redemption through punitive institutions is all too clear: sub-
stantial popular support for incarceration alleviates the republic of its flawed el-
ements, caricatured as unproductive and undeserving. And as the ranks of pris-
ons have swelled, incarceration has undoubtedly come to be seen as an actuarial
rather than rehabilitative project (De Giorgi, 2007). Ultimately, then, the entry of
capital as a management and profit-taking endeavour fits seamlessly into this ne-
oliberal logic, targeting and marginalising black and brown ‘dangerous classes’,
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undermining opposition and giving rise to a political economy of punishment
that ‘pays for itself’.

The outcomes of such a political economy, interwoven with racial animus,
has provoked powerful resistance, from the civil rights movement to the L.A.
riots to Black Lives Matter. But it has also given rise to both the ongoing
hyper-militarization of law enforcement and the continuing disproportional
and racialized character of incarceration. African Americans are 5 times more
likely to be in state prisons than white Americans, and in 5 states, the odds
are 10 to 1. Forty percent of state prisoners are black while 21 percent are Hispan-
ic and 35 percent are white (Nellis, 2016). Black populations have long been slot-
ted into the category of ‘security threat’, justifying myriad policies that under-
mine, marginalize, and greatly decrease average life prospects. From a
political economy perspective, hyper-incarceration has positioned black popula-
tions in such a way that entire subsections of community can be devalued in a
capitalist society—marked as ‘dangerous’ and, more damningly, ‘unproductive’.
Unfortunately, for Black and Hispanic communities, this physical incarceration
is only one part of the cycle of marginalization, as accompanying discrimination
extends across a range of other social areas: from education to healthcare to
housing (Moreno and Price, 2018, pp. 155-156).

As such, when corporations lobby at the state or federal level for ‘secure
communities’, the undertow of this violent, racialized rhetoric is never very far
from the surface. Managerial agents for corporations like GEO and CoreCivic
are well aware of this societal dynamic, and seek to tap into an already incarcer-
ation-heavy cultural bias. Lobbying is just one manner in which they can do so.
In this sense, the “prison industry is an archetyped example of an established
industry preventing public-spirited reform because of the incentives of existing
stakeholders” (Eisenberg, 2016, p. 79). Lining up with community organizations,
prison guard unions, victims’ rights groups, and conservative politicians, the
dangers of demarcation are made evident to all who will listen. Prison guard un-
ions, for instance, are typically understood to be in opposition to private corpo-
rations, due primarily to the latter’s avoidance of unionized labour. However,
there is no doubt that these same unions do work toward an environment that
has “historically preferred more punitive criminal laws and longer sentences
... [And] they ... justify these preferences and necessary to punish ‘the bad
guys’ (2016, p. 94).

Here, the strange confluence of community ‘survival’ meets with the forces
helping to drive continuing incarceration, all buttressed by a deeply racialized
political economy of punitive action and extractive behaviour. In the numerous
counties that have taken on incarceration as a form of community economic de-
velopment, the social capacity to compartmentalize prison administration from
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the racialized and commodified treatment of inmates has proven resilient. Eisen
(2019) documents the local tendency to seek out deals for prison operations—
public or private—as a means to maintain economic wherewithal inside the com-
munity. Reviewing cases in states as diverse as Montana, Minnesota, Oklahoma,
and Colorado, a common theme of rural hope and/or despair emerges around
the opening and closing of incarceration facilities:

The prison closure forced pizza parlors and restaurants to close, unemployment soared,
and younger families moved away. Driving around the town of 1,200 on a 20-degree day
in December 2015, I felt the desolation. The prison has been closed since early 2010, despite
rumors over the years of a contract for federal inmates or that the facility would house in-
carcerated individuals from California. Roads were potholed, only a few restaurants re-
mained, and the town’s one gas station seemed to be the central hub of activity (2019,
p. 102).

Towns and counties around the country have come to equate a portion of their
existential survival with the ebb and flow of inmate facilities. Indeed, corporate
building of speculative prisons (most of the prison construction in the last two
decades) has been met with optimism, because it offers the lure of employment
and heightened use of local services, carefully compartmentalized from the com-
plicated politics of prisoner commodification, overcrowding, out-of-state prison
transfers, and institutional racism.

This compartmentalization effect can reach somewhat surprising propor-
tions, resonating even in communities where one might otherwise expect resis-
tance. Judah Schept (2013) has documented this phenomenon in an anonymized
(but real) liberal, midwestern county, home to community leaders who were oth-
erwise highly critical of mass incarceration. In order to solve a local prison over-
crowding issue, while also seeking economic redevelopment for the county, these
same leaders became involved in the expansion of incarceration facilities they
termed the ‘justice campus’. Equating their solution with rehabilitation over pun-
ishment, “officials mapped the bucolic and collegiate identity of the community
onto their proposal for the most drastic expansion of carceral control in county
history,” articulating a “county carcerality [that] existed outside of, and in resis-
tance to, the practices of mass incarceration that they disdained” (2013, p. 72).
Schept also documents the somewhat alarming ways in which racist and classist
assumptions concerning crime are carried into this progressivist vision for the
community. There exists, in other words, a widespread willingness to disassoci-
ate the perceived benefits of economic and daily activity around local prisons
from the devastating moral, political, and economic impact of mass incarcera-
tion. It is hard to imagine a better available terrain in which private prison cor-
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porations can expand and/or contract operations, with reasonable prospects for
local support.

A comparable notion of ‘danger’ and ‘threat’ has been imported into the dis-
cussion around immigration, and this has been rather easily channeled into
widespread social resentment. There can be little question that since the first
decade of the post-Cold War, and especially after 9/11, immigration has been in-
creasingly positioned as a security threat. Dangerously, this has resulted in “a
political landscape in which the manipulation of images ... and ... sensational
political rhetoric are used to justify policy responses that are punitive and bur-
densome ... while also providing the private prison industry with ... a way to
maximize this new punitive market of detaining immigrants” (Moreno and
Price, 2018, p. 159). This is evidenced in the manner in which local anti-immi-
grant legislation was spurred on by industry—with the help of the American Leg-
islative Exchange Council—in Arizona (SB1070) and, subsequently, dozens of
other states. Such legislation allows for stepped up local detention of immi-
grants, and the private prison industry clearly recognized its increased accumu-
lation prospects in this environment of local resentment. As such, it has directed
some 90 percent of its lobbying resources towards state or sub-state proposals
for stricter immigration laws and, especially, detainment policies (2018, p. 145).

No such wave of immigration detention occurs without strong social and po-
litical sentiment to host it, with or without the appearance of the Trump admin-
istration. There is a two-fold social process emanating from stricter immigration
laws that involve both disciplining and resentment. On the former, harsher de-
tention policies, serve to discipline illegal immigrants and, arguably, the immi-
gration community more broadly. Whether ‘illegal’ or not, the spectre of deten-
tion “injects an element of fear into social service contacts, from schooling to
healthcare, that encourages self-exclusion ... [It] allows actors in the field to ex-
tract profit from social and economic shifts that might otherwise be considered
roundly negative” (Stageman, 2013, p. 231). On the latter, waves of high unem-
ployment or sectoral displacement regularly give rise to social tension which,
in turn, directs anxiety and resentment towards immigrant communities. This re-
sentment is rationalized, insofar as increased immigration putatively “throws off
the balance between the benefits (in terms of lower costs for a variety of goods
and services) and detriments (in terms of labour competition and wage depres-
sion) that a given community’s unauthorized immigrants represents” (2013,
p. 232). The politico-cultural outcome is a fusion of the social apprehension of
downward economic mobility, on the one hand, and channelled fear of differ-
ence, on the other. Community anxiety, even hostility, is something more than
‘irrational fear’—it is the popular expression of residual political agency in the
face of much broader, overwhelming social forces (global production and distri-
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bution networks, manufacturing relocation, geopolitical insecurity, etc.) that
govern both local livelihoods and regional immigration trends.

In this sense, whether government offices are inhabited by a Trump or a
Trump-like figure makes a difference only in absolute terms. Social sentiments
circulating in the political culture for two decades have helped foster a terrain
for industry’s entry into and expansion of immigrant detention. At the time of
writing, the new Biden administration is grappling with the ongoing results of
this sentiment, leading to disappointment among immigration advocates that
detention policies have been permitted to continue. This is, no doubt, a function
of dealing with ‘facts on the ground’ that were buoyed by previous political rhet-
oric, but it is also brought about by the Democrats’ sensitivity to appearing ‘soft’
on immigration. Reform efforts around detention are easily countered by Con-
gressional Republicans, like Ted Cruz or Josh Hawley, standing at the border
wall in bullet-proof vests, armed CPB personnel at their side. As with incarcera-
tion, shifts in the electoral winds may elicit hope for change from critics of pri-
vate industry, but the latter’s adaptive accumulation strategy will remain closely
attuned to socio-cultural environments that demonstrate continuing receptivity
to heighted law-and-order policies, incarceration, detention, and/or post-deten-
tion surveillance.

6.5 Conclusion

Incarceration is a deeply controversial arena of public policy, in which citizens
and policymakers alike must ask the simple question: ‘how much is enough?’.
This is obviously not a question restricted to US society, but the American an-
swer has surely pushed the limits of what is possible in a liberal capitalist de-
mocracy. With what can only be described as a harsh and punitive turn in the
1980s, the mass incarceration process has grown to unmanageable levels in
the twenty-first century. In this regard, adaptive accumulation has emerged as
both public policy crisis management tool and a highly attractive corporate strat-
egy. It is important to reiterate that private industry did not create this incarcer-
ation dilemma, and the removal of private operators from the scene will not, on
the whole, solve it. It is precisely, however, in that ambiguous outcome that pri-
vate operators have inserted themselves, heralding the problem-solving charac-
ter of market procedures while continuously doing their part to expand (or at
least maintain) governmental purview in law enforcement, criminal justice,
and incarceration/detention facilitation. Government expansion, after all, is
good for business and, as it stands, business continues to be good.
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This industry, more so than previously discussed sectors, inhabits a deeply
problematic moral territory, with its ultimate objective far more closely aligned
with quota detention numbers (and per diem payments) than with rehabilitation
and societal re-entry. That the still swelling ranks of those detained or incarcer-
ated are emblematic of broad American social contradictions—racism, class in-
equality, police violence, xenophobia—does not, unfortunately, seem to form a
significant barrier to adaptive accumulation. Indeed, for all the justified contro-
versy surrounding these matters, they also form part of the basis from which
much social anxiety around ‘threats’, ‘fear’, ‘safety’, and ‘security’ emanate.
Add to this political institutions and actors seeking to appear fiscally proactive,
unwilling to extend the state apparatus beyond the bare budgetary minimum,
and corporate actors have been furnished with another sector in which they
can assume a quasi-public role. No doubt, corporate fortunes can turn, as the
sector’s political sensitivity may send it headlong into meaningful and sustained
reform. However, between its present position and this hypothesized future, not
only is there a great deal of complicated dismantling of incarceration and detain-
ment systems, but the industry’s pre-emptive lateral movement into surveillance
and re-entry may shift but not end its ongoing quasi-public role. In other words,
adaptive accumulation may meet its political limits in this sector, but that does
not signal its demise anytime soon.

printed on 2/14/2023 2:25 AMvia . All use subject to https://ww. ebsco. coniterns-of -use



Chapter 7: Conclusion—Moving Forward in
America

The overarching manner in which we depict the politico-economic trajectory of a
given time and/or place matters, insofar as its explanatory value brings greater
understanding to seemingly disassociated details and events. In this sense, an
interpretation of US political economy as neoliberal and, specifically, Anglo-
American is surely of value. The latter points to the long-term historical context
in which American capitalism has developed since the late 19" century, with its
attendant features of individualism, state minimalism, cultural suspicion of gov-
ernment and organizations (including unions), and a belief in the progressive ef-
fects of the market as a means to overcome social problems. For its part, neolib-
eralism, has signaled a critical turn in capitalist industrial relations and public
policy, led especially by Anglo-American governments since the 1980s, to rein-
force these liberal values but also claw back the income and wealth redistribu-
tions of the postwar Keynesian world. That the U.S. has played a central role in
this refashioning of capitalism and public policy is undeniable, and growing so-
cial inequality, measured in income and wealth—deeply intertwined with race
and gender—is testimony to the American version of the ‘neoliberal turn’.

Importantly, however, if the advance of this political economy is to be prop-
erly understood, our analytical categories must be subject to intermittent review,
such that they better capture all relevant systemic dynamics, especially those
concrete instances which do not fit seamlessly within our prevailing understand-
ing. In the context of the U.S., the interpretation of capital accumulation solely
through the lens of Anglo-American neoliberalism can be, in certain respects,
misleading. Nestled within this systemic dynamic, a considerable share of corpo-
rate attention has been captured by what this work has termed adaptive accumu-
lation. Adaptive accumulation sits counter-intuitively with the usual neoliberal
disdain for governmental intervention, shored up by market validation. Instead,
the endorsement of market organizing principles remains, but a paradoxical ex-
pansion of government programs accompanies it, with an eye to transforming
these public revenues into secure private channels of wealth accumulation. Cor-
porate actors and public policymakers alike walk a fine line between amplifying
government programs while proclaiming that the market will ‘do it better’. Cor-
porations, in fact, proclaim their primary interest in serving the public good
while the politicians brandish their fiscal responsibility on behalf of taxpayers.
Both of these outcomes are open to serious question, as the case studies in
this work have shown, but the unabashed neoliberal faith in market mechanisms
forms a reliable backdrop against which such proclamations can persist.
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At the time of writing, the U.S.—and the world—are entangled in the epide-
miological outbreak of COVID-19. This work has purposefully sidestepped the as-
sociated temptation to restate continuously the weaknesses of American societal
organization through the lens of this singular event. However, it is surely worth
noting that the arrival of the COVID pandemic on American soil has rapidly
brought to the fore many of the societal contradictions highlighted within adap-
tive accumulation. As the condition has spread swiftly in waves through the so-
cial fabric, the wide variation in state intervention; an ever-present ideological
insistence on minimal disturbance to the economy; the effects of inequality on
epidemiological spread; and a highly fractionalized and disorganized ensemble
of social policies and structures have coalesced in a largely uncontrollable—and
socially traumatic—spread of illness and death. It has raised questions over the
fundamental unfairness in US society, along class, race, and gender lines, as
well as the default sanctity of the market, so prevalent in US political culture.
But it has now also motivated one of the largest federal interventions in fiscal
and social policy since Roosevelt’s New Deal. That the bulk of the pandemic pro-
gressed in the final year of the Trump administration made its exposure of fes-
tering societal dilemmas all the more controversial and subject to social conflict.
And, indeed, many of the contradiction that COVID has pried open occur in the
areas of concern here, particularly in healthcare, education, and incarceration,
but even in the administration of military personnel and their families.

In this sense, the ailing features of American political economy, so heavily
travelled by the SARS-Cov2 virus, are also closely associated to adaptive accumu-
lation. The conclusion from this is difficult to avoid: that though areas of public
policy have expanded in size and often scope, their intermingling with adaptive
accumulation has left them weaker and more vulnerable to criticism. This work
has demonstrated the extraordinary surge in private actors’ involvement in mili-
tary operations and domestic base installations. While corporations brandish
their ‘serving our soldiers’ credentials before Congress, the problematic results
of weakening accountability, increased danger to civilian and non-civilians
alike, and the devasting impacts of poor housing for military families speaks
to a different reality. For its part, healthcare, always a highly uneven field in
the U.S., has been particularly attractive public policy for adaptive accumula-
tion. Thus, starting from an already advantageous standpoint for industry, the
nominally public roles of private actors have grown through a deeper incursion
into Medicare Advantage, certain state Medicaid policies (not examined here),
Pharmaceutical care for seniors, and the multiple facets of the ACA that award
insurers with a subsidy-driven insurance market which is private in nature but
government-organized in the eyes of the public. The profound and growing profit
levels of the health industry make these arrangements seem especially obscene.
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Following quickly behind, K-12 education makes up a vast field of public reve-
nues for corporations looking to secure returns. This work has flushed out the
complicated nature of charterization and its multiple connections to private rev-
enue streams, even when the schools in question are ostensibly ‘non-profit’. As
with healthcare, so-called educational clientele—students and parents—are en-
snared in privately run facilities once they are in place. Who can afford the
gap in coverage, chaos, and lost time in health or education which would
occur in any policy process of reversal or reform? Public policymakers will not
weather the storm of ensuing confusion, popular anger, and necessity for raising
taxes, and this reality reinforces the politically secure nature of adaptive accu-
mulation. Similarly, ‘facts on the ground’ make extricating prisons and detain-
ment facilities from private capital a difficult endeavor, at best. Since the incar-
ceration industry’s growth through the 1990s, it has always been an ace card for
corporate actors to appeal to racialized images of ‘lawlessness’ and ‘soft on
crime’ themes, as a not-so-subtle way of drumming up support for public-private
contracts. The politico-cultural acceptance of both the market as ‘fixer’ and the
social retribution associated to criminality and immigration means that once cre-
ated, private facilities are not subject to widespread societal interrogation, re-
view, or reform. In other words, at its worst, the market is thought to save
money for taxpayers (rather than citizens), and criminals and/or immigrants
(non-citizens) are perceived as getting what they deserve. Policymakers and cor-
porate actors are, in this sense, absolved of responsibility and accountability.

This blind faith in the market and weak cultural attachment to public policy
endeavours have helped to expand a conducive environment for adaptive accu-
mulation in US society. The peculiarity of America’s politico-cultural constella-
tion cannot be emphasized enough, as it makes the ‘adaptive’ part of this
multi-sectoral accumulation possible in the first place. It is not as if public-pri-
vate relationships cannot occur without a stronger sense of the public good. Ger-
many, for instance, has utilized associational governance for over a century in
critical areas of social policy, not the least of which is in its healthcare system.
Here, private (non-profit) actors manage healthcare funds, interacting with cor-
porate organizations (pharmaceuticals, physicians, etc.), all densely regulated
by the state. These arrangements, of course, carry their own challenges related
to neoliberal trends, but the public objectives of solidarity and social good do
continue to prevail (Loeppky, 2014, ch.5). In the U.S., however, the ideological
priority afforded to market actors places them in a unique position to continue
to claim superior efficacy and social utility, even as their primary orientation
is profit, prioritized above broad societal outcomes. Combined with a distrust
of things governmental; an often-dramatized display of budget austerity; and a
racially-disproportionate validation (even celebration) of societal inequality,
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adaptive accumulation has come to fit somewhat paradoxically within the deep
entrenchment of American neoliberalism. Here, expanding the public domain
through the execution of contracts for corporate actors, where the latter derive
secure markets and a quasi-public authority, we find an ongoing push for
state largesse in the heart of ostensible Anglo-American state minimalism.

With qualifications, this is a bipartisan political dynamic, as both Republi-
can and Democratic policymakers are caught up in the sectoral intricacies ex-
plored here. It is fair to argue that Republicans inhabit a kind of prime mover
position in these debates. The consistent pattern of Republican administrations
that preach austerity, but then ‘tax less and spend more’ is evident from Reagan
to Bush Jr. to Trump, all of whom undermined federal and state revenues while
expanding the deficit to previously unseen levels. Republicans, in the end, be-
lieve less in fiscal responsibility than the strategic redistribution of real and bor-
rowed social wealth. Corporate actors involved in adaptive accumulation have re-
alized many of their most auspicious gains under these administrations.
Democrats, meanwhile, oscillate between the role of ‘placeholder’, unable to
break away from the existing institutional arrangement of market incursion in
public policy, and being spellbound by the potential of market-delivered public
program expansion. The latter, exemplified most strongly by the Clinton admin-
istration, sees Democrats fashioning their policy goals more closely to neoliberal
values than even many of their more conservative counterparts. For its part, the
Obama administration surely occupied the role of placeholder, struggling to ne-
gotiate existing blockages in social policy (healthcare, education) and regulation
(financial reform), desperately fighting to get corporate America and Republi-
cans onside while, each time, boxing itself mostly into an expanded version of
the status quo. The deft maneuvers of lobbies for the pharmaceutical and health-
care industries in the face of the Affordable Care Act; the financial sector during
the emergence and implementation of the Dodd-Frank Act; and the private pris-
on industry in the face of pronouncements at the DOJ are surely indicative of
Democrats’ relative fecklessness in the face of adaptive accumulation, as well
as neoliberal development more generally.

The Trump administration, in important ways, merely brought this all to the
surface, albeit in a bombastic and particularly cruel manner. Many of the fights
that the administration waged rhetorically—against lawlessness, immigration
waves, foreign economic advantage—tapped into deep strains of American polit-
ical culture. This messaging was not procured by Trump, but its content has, im-
portantly, furnished the conditions for adaptive accumulation in the U.S. for de-
cades. Take Trump’s multiple threats to rein in the drug companies’ exceptionally
high prices, which are, ultimately, a long-term result of successive administra-
tions’ efforts to grow US pharma’s global economic strength. While there were
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ongoing threats to bring down drug prices, there was no questioning of the man-
ner in which drug access is written into US law, prohibiting government purchase
leveraging in Medicare, Medicaid, or the ACA, effectively outlawing price regula-
tion. Simultaneously, the deference given to big Pharma during the COVID pan-
demic, largely avoiding any government interventions beyond funding, speaks
volumes to the privileged position of the industry in relation to short- and
long-term public policy. It is unlikely that Trump possessed any genuine concern
for drug prices; rather, he sensed intuitively that this hot-button political issue
could enhance his popularity. But the confused ideological reaction by both Re-
publicans and Democrats, each with a hand in building the system that has re-
sulted in sky-high pricing and quasi-public authority for pharmaceutical compa-
nies, is testimony to the peculiarity of adaptive accumulation nestled within
American neoliberalism. The Trump administration’s disparagement of govern-
ment programs was accompanied, in the end, by its financial endorsement of
those same programs—witness the growth of the military budget; the free
hand given to the Secretary of Education to grow the Charter movement; and
the redirection of funds for immigrant detention. And who can forget the painful
admission of the President’s systemic unawareness: “Who knew healthcare was
so complicated?” Trump poked and prodded at the painful surface results of
market actors’ strength in relation to public policy goals in US politics, but his
administration’s ugly handling of these issues should not be confused with
their cause.

In the post-Trump setting, with a new Democratic administration, the reso-
lution of issues raised in this work will get no easier. The Biden administration,
resolute on surmounting the COVID crisis, will expend a good deal of political
capital before ever getting to broad public policy proposals. As the last chapter
made clear, the administration’s executive action on prisons, while perhaps an
indicative sign, will not easily disentangle the presence of private prison compa-
nies from either incarceration or immigrant detention. Legislative moves that
change the fortunes of these companies in relation to public policy seem, at
best, far on the horizon and, at worst, not possible. The central problem, of
course, is that the extrication of public policy from existing contracts or govern-
ment funding arrangements, whether in prisons, education, healthcare or milita-
1y, require public investment to replace facilities, personnel, and infrastructural
support. Some time ago, Jacob Hacker (2002) made the salient point that critics
on the right will always possess the political advantage here, as incremental un-
dermining of publicly-oriented, publicly-orchestrated programs is far easier, far
more piecemeal, than the reconstruction of such programs, which requires
wholesale, upfront, large public investments (and the utilization of tax reve-
nues). The former can be executed tactically, often indirectly, while the latter
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is usually public and openly makes claim on a considerable share of the social
wealth. Similarly, the political rationales for the former are simple and often de-
contextualized, limited to proclamations that the government is taking citizens’
income or regulating an element of their lives. Those for the latter are complicat-
ed: ‘yes, your taxes will increase, but ...’. Arguably, the advancement of public
policy removed from market activity may depend on Democrats’ willingness to
engage in tactical, less open political strategies, such as appending program
spending increases onto budget reconciliation bills. Unfortunately, there is
only so much room for this kind of maneuver (indeed, only so much legislation
can be labelled budgetary), and Democrats have typically shown less willingness
to be ‘ruthless’ in the legislative process.

A bigger obstacle to change exists in the overall political-corporate nexus
that invests the legislative and policy process. First, bipartisan involvement in
adaptive accumulation means that not all Democrats envision social and public
policy to be inconsistent with market motives. More significant, however, is the
overwhelming presence of corporate influence across the political landscape,
from campaign contributions to extensive institutional lobbying to philanthropic
interventions to media domination. With this constellation of influence, the
image of corporate participation in public policy is shaped and massaged,
such that it is ultimately perceived as both benevolent in its objectives and eco-
nomical in its procedures. The resulting devotion of the political establishment to
the efficacy of the market in this context borders on the dogmatic and really only
gets seriously interrogated in moments of controversy. In this regard, the already
entrenched position of adaptive accumulation in such a wide array of policy pro-
grams will be difficult to unwind, and the advent of new programs will not easily
escape its shadow.

Take, for example, the future prospects of ‘Medicare for All’, mentioned
above, as a potential policy agenda for US healthcare. This Bernie Sanders-in-
spired political agenda would, effectively, expand eligibility in the world’s larg-
est single-payer healthcare scheme—Medicare—to all Americans. As originally
devised, it would feasibly shut out private insurance, except perhaps in a sec-
ondary benefits market, and it would grossly equalize healthcare coverage for
US citizens. However, as this work has noted, much of currently existing Medi-
care coverage is not based on straightforward single-payer system, but is instead
mediated by private Medicare Advantage plans, considerably popular in those
counties statistically healthy enough to enjoy them. Combining the Democrats’
fear of taking things away in healthcare (‘you won’t have to give up your existing
plan’) and the assured lobbying, media, and legislative onslaught that such a
proposal will provoke, it seems virtually unthinkable that widespread single-
payer system could emerge in any meaningful public format. It is hardly surpris-
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ing that other 2020 Democratic Presidential candidates either started to bend
their message (‘Medicare for All Who Want It?’) or rejected its premise as ill-suit-
ed to American political culture. The straightforward simplicity of such a pro-
gram, building on an already popular public policy, should be an attractive po-
litical strategy for Democrats. Yet set in the terrain of adaptive accumulation, the
barriers and struggle involved in its execution quickly start to be perceived as po-
litical suicide.

In a strong sense, though, Sanders’ fight is the fight of all Americans, wheth-
er his particular political agenda resonates or not. Steep inequality in the U.S.,
plagued by poverty, racial inequities, and violence, has proven corrosive to the
body politic in ways unimagined only decades ago. That the U.S. remains an out-
lier among industrial countries in much of its public policy is a profound con-
tributor to this state of being. The basic securities of healthcare and education
—underwritten by public revenues, applied universally and equitably to all—
alone would do more to advance the well-being of US citizens across the wealth
and income spectrum than any past or present political program. But such pro-
grams, untangled from the private revenue streams of adaptive accumulation,
will not come to be without a Democratic administration and unified Congres-
sional caucus willing to fight to an unprecedented extent. Even in this scenario,
the number of institutional and conflictual political hurdles to be overcome are
formidable. As an initial step towards a more efficacious and just public policy,
this work has sought to establish a more realistic understanding of the peculiar-
ity of US neoliberalism, with an eye to a better future for all Americans.
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