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How Can I Cheat Thee?  Let Me 
Count the Ways.  (apologies to Will)

Claimant Fraud

Provider Fraud (+ Lawyers)

Agent Fraud

Policyholder Premium Fraud

Employee Theft/Fraud

Check Fraud

Other “Leakage”
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Baseball Injury – No Health Insurance?
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Paid Under Table Until Injured
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Another?  Or just bad luck?
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The Class Code Game
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Whoops – an honest mistake?
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Hmmmmm….
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Treasure in the Text

Text-mine accident descriptions

For selected class codes, look for key 
words and phrases

Some things shouldn’t happen to 
secretaries and managers
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Text Gems

Class Code 8810 (clerical)

Business Type: Agricultural

Job Description:  Secretary

Weekly Wage: $2,600 ($135K/yr)

Accident:  “Fell from horse…”
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Examples

For managers/supervisors in roofing 
business, look for: “fall” “fell” “ladder” 
“scaffold” “climb”

For all clerical classes (no driving 
permitted), look for auto accidents, 
“car” “truck” “rear-ended” “driver”
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More Mathematical Tools

Use inferential statistical models to 
detect frequency and severity that are 
not consistent with earned premium

Suggests:  really bad luck OR bad loss 
control practices OR paying workers 
under table to avoid premium and taxes 
OR class code manipulation OR culture 
of claim fraud, etc.

12



“Problem Accounts Report”
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The Technology

SAS-based data warehouse

SAS script – runs every night and sends 
email alerts to appropriate departments

SAS text mining for selected patterns 
(periodic)

SAS + MS Access for frequency/severity 
analysis (monthly)
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Other Sources of Leakage
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Provider Fraud

Excessive (out of pattern) use of 
expensive treatments, tests, and 
medications, services (non-WC)

Constellations of providers and 
attorneys

Excessive cross referrals
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Keep an Eye on the Adjusters

Payments to a provider not used by any 
other adjuster

Payments just below authorization limit

Payment amounts “out of pattern” 
(Benfield’s Law)
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Watch for Subrogation 

We alert the Subrogation Unit of 
Workers’ Compensation claims arising 
from auto accidents or injuries caused 
by conditions at locations controlled and 
insured by others (same system)
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Use External Data

D&B reports employee count – compare 
it to applications and audits of 
policyholders

ISO has a central database of claims 
from all participating carriers – check 
your claimants

Check MVRs and other data sources for 
prior accidents and injuries
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Bottom Line:  Use Your 
Technology

Watch for special conditions

Watch for patterns

Watch for signs of employee fraud

Mine the text

Assemble data from multiple sources

Send the right info to the right people –
but not too often or too much!
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Questions?
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