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In s u ra n c e  f r a u d  is  a  s e r io u s  
p ro b le m  t h a t ÷s  g a in e d  in c re a s in g  
a t t e n t io n  in  r e c e n t  y e a r s .  Bu t  e v e n  
c o n s u m e r s  w h o  a r e  a w a re  o f  f r a u d  
m a y  b e  s h o c k e d  b y  it s  e x t e n t  — 
a n d  h o w  m u c h  it  c o s t s .

” T h e  p ro p e r t y  a n d  c a s u a lt y  
in d u s t ry  h a s  lo n g  b e lie v e d  t h a t  
t h e re  is  r o u g h ly  $ 3 0  b illio n  lo s t  
a n n u a lly  t o  in s u ra n c e  f r a u d , ‘  s a y s  
Fra n k  S c a fl d i,  d ir e c t o r  o f  p u b lic  
a f f a ir s  f o r  t h e  Na t io n a l In s u ra n c e  
Cr im e  Bu re a u  ( NICB) .

A t  le a s t  1 0 %  o f  p ro p e r t y  a n d  
c a s u a lt y  lo s s e s  a r e  f r a u d u le n t .  
He a lt h  in s u ra n c e  f r a u d  c o s t s  a r e  
m u c h  h ig h e r .

In s u ra n c e  c o m p a n ie s  a r e  w e ll-
v e r s e d  in  d e t e c t in g  a n d  
in v e s t ig a t in g  f r a u d ,  o f t e n  in  
p a r t n e r s h ip  w it h  la w  e n f o rc e m e n t .  
De a lin g  w it h  f r a u d  o n c e  it  o c c u r s  is  
e x p e n s iv e  a n d  t im e -c o n s u m in g ,  s o  
m a n y  s t a t e  a n d  lo c a l g o v e rn m e n t s  
a r e  s t e p p in g  u p  e f f o r t s  t o  s t o p  
f r a u d  b e f o re  it  s t a r t s .

W h a t  a r e  t h e  m o s t  c o m m o n  k in d s  
o f  in s u ra n c e  f r a u d ?

W h ile  m a n y  a s s o c ia t e  in s u ra n c e  
f r a u d  w it h  e la b o ra t e  p lo t s  a n d  
c r im e  r in g s ,  in d u s t ry  e x p e r t s  fl n d  
t h a t ÷s  n o t  a lw a y s  t h e  c a s e .

” No rm a lly  h o n e s t  p e o p le  c o m m it  
a  la rg e  v o lu m e  o f  f r a u d ,  t y p ic a lly  
s m a lle r  c la im s  t h a t  c a n  ‡ y  u n d e r  
t h e  r a d a r , ‘  s a y s  J a m e s  Q u ig g le ,  
d ir e c t o r  o f  c o m m u n ic a t io n s  f o r  t h e  
Co a lit io n  A g a in s t  In s u ra n c e  Fra u d .  
” T h e y  s e e  a n  o p p o r t u n it y  a n d  
ju m p  o n  it . ‘

T h o m a s  Do n a h u e ,  e x e c u t iv e  
d ir e c t o r  o f  t h e  P e n n s y lv a n ia  
In s u ra n c e  Fra u d  P re v e n t io n  
A u t h o r it y ,  a g re e s : ” W h ile  c r im e  
r in g s  c a u s e  t h e  g r e a t e s t  fl n a n c ia l 
h a rm ,  w e  s e e  la rg e r  n u m b e r s  o f  
’o p p o r t u n is t ic ÷ a c t s  o f  f r a u d  d o n e  
b y  in d iv id u a ls .  O p p o r t u n is t ic  f r a u d  
o f f e n d e r s  in  P e n n s y lv a n ia  
h is t o r ic a lly  h a v e  b e e n  y o u n g e r  
in s u ra n c e  c o n s u m e r s ,  in  t h e  1 8  t o  
3 4  a g e  r a n g e . ‘

In  Do n a h u e ÷s  e x p e r ie n c e ,  m o s t  
f r a u d  s h o w s  u p  a s  a p p lic a t io n  
f r a u d  o r  c la im s  f r a u d .  Fo r  
e x a m p le ,” r e s id e n t s  o f  Ne w  Yo rk  
a n d  Ne w  J e r s e y  m ig h t  r e g is t e r  a n d  
in s u re  t h e ir  v e h ic le s  in  
P e n n s y lv a n ia  t o  f r a u d u le n t ly  a v o id  
p a y in g  t h e  h ig h e r  c o s t s  o f  a u t o  
in s u ra n c e  in  t h e ir  h o m e  s t a t e s , ‘  h e  
s a y s .  ” Cla im s  r e p o r t e d  f ro m  
a c c id e n t s  in  o t h e r  s t a t e s  t y p ic a lly  
le a d  t o  t h e  d is c o v e ry  o f  t h e s e  
t y p e s  o f  f r a u d . ‘

S o m e  p o lic y h o ld e r s  a ls o  c h o o s e  
n o t  t o  d is c lo s e  s o m e  h o u s e h o ld  
d r iv e r s  in  t h e ir  a p p lic a t io n  f o r  a u t o  
in s u ra n c e  — u s u a lly  y o u n g e r  f a m ily  
m e m b e r s  o r  t h o s e  w it h  r e v o k e d  o r  
s u s p e n d e d  lic e n s e s .  O t h e r s  w ill 
c o n c e a l t h e  c o m m e rc ia l u s e  o f  
t h e ir  v e h ic le  t o  o b t a in  c h e a p e r ,  
p e r s o n a l p r e m iu m s .

Do n a h u e  s a y s  p o lic y h o ld e r s  m a y  
c o m m it  c la im s  f r a u d  w h e n  t h e y  lie  
a b o u t  t h e ir  in s u ra n c e  s t a t u s  a t  t h e  
t im e  o f  a n  a c c id e n t  o r  a b o u t  t h e  
c a u s e  o f  a n  a c c id e n t .
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”Normally honest  people 
commit  a large volume of 
fraud, t ypically smaller 
claims t hat  can ‡y under 
t he radar,‘  says James 
Quiggle, direct or of 
communicat ions for t he 
Coalit ion Against  Insurance 
Fraud. ”They see an 
opport unit y and jump on 
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