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Fraud Waste and Abuse in Africa
Fraud, Waste and Abuse (FWA) describes both
intentional and unintentional billing errors that
end up costing insurers more money.
According to Claims intelligence and clinical
audits within a number of health insurance
schemes in Africa, it reveals that 15 to 20 % of
healthcare allocated funds are lost through
fraud on a year to year basis.

This YOY fraud costs insurers billions of dollars as
well as deprives patients of the quality and
affordable medical care they need.

Some breakdowns...
WASTE comes about through ‘errors’, such as unintentional one-offs that result from
keying an incorrect value, misinterpretation of correct coding requirements, or the
misuse of modifiers.
ABUSE happens due to inconsistency with sound fiscal, business, or medical practice in
which, for example, coding to a higher level of service than actually provided or
billing for medically unnecessary services
FRAUD - a scheme used to obtain unauthorized or unearned benefit through
intentional deception or a repeated pattern of billing behavior for services,
procedures, or equipment that were never actually rendered.

Statistics
180 billion euros ($260bn) is lost globally every
year to fraud and error in healthcare
5.59% of annual global health spending is lost to
mistakes or corruption.
Source: article by Reuters – a study by EHFCN
(2010)
Per a Deloitte 2019 Insurance Outlook Report;
“Tackling insurance fraud remains a priority for
insurers. It is estimated that 25% of insurance
industry income in Kenya is fraudulently claimed.
It is of key concern that insurers come up with
ways of early detection and prevention of fraud
in order to prevent the large amounts of losses.”

The most prevalent types of health insurance FWA
● Billing for services not rendered
● Upcoding services and medical items (where the provider submits a bill
using a code that yields a higher payment than for the service or item
that was rendered)

● Filing duplicate claims
● Unbundling (billing in a fragmented fashion for tests or procedures that
are required to be billed together at reduced cost)

● Performing excessive services
● Performing unnecessary services
● Offering kickbacks

The Cost of FWA
● Insurers have to invest in complex systems and processes to identify fraud.
● Potential fraud leads to additional staff training as insurers need to make
sure their application and claims teams are regularly trained to spot
fraudulent activity.

● Slower claims processing – Whenever a new insurance fraud scam comes
to light, the processing of claims becomes slower due to additional
verification processes, which can affect genuine claims.
● Manpower cost increases as insurers may need to hire additional
employees to combat the threat of fraud.
● Certain fraud scams, such as staged car crashes or arson, pose a danger
to human lives, affecting the insurance industry and even potential
fraudsters.

Root Causes of FWA
It’s widely considered that there are three main factors for fraud –
motivation, opportunity, and lack of surveillance.

● Motivation
- Financial pressures: A person might commit fraud due to financial
difficulties.
- Disgruntlement: In some cases, resentment can be involved.
● Opportunity
Of course fraud can’t happen if the opportunity to commit it isn’t
there!
● Lack of proper systems
Lax internal controls increase the opportunity for fraud to be
committed.

Mitigating FWA
Passing costs to the policyholders is no longer a viable solution.
Manually gathering and preparing data for fraud detection is tedious, time-consuming
and highly error-prone. There’s also the issue of inconsistency among claim handler
approaches to fraud detection, which almost always run counter to most customer
service goals.
Manual fraud detection method cannot cope with the intricacy and speed of
emerging fraud tactics.

Mitigating FWA

Using Technology to Curb FWA
The adoption of technology is the most effective ways to combat fraud which
reduces the time needed to recognize fraud before claims payment is made.
Advances in analytical technology and artificial intelligence are now crucial
in the fight against insurance fraud to keep pace with new fraud methods.
Artificial Intelligence (AI) can be used to efficiently extract information from
high frequency data sets, discover data gaps and automate assurance of
data quality, and profile and score providers and claims. AI coupled with
machine learning (ML) drives algorithms that learn from business decisions
and feedback which fuel working efficiencies and improve payment
accuracy, reducing false positives and the overall cost of claims
administration.

To efficiently prevent the loss, insurance companies need a
partner and technology that can help:
●

Manage claims efficiently. Using an advanced claims
automation and management system.

● Detect fraud quickly. Using AI-powered fraud detection
engine before claims settlement.
● Quickly uncover new fraudulent cases. Assess all claims from
first notice of loss (FNOL) to quickly recognize suspicious
activities and prevent large losses.
● Lower total cost of operations and ownership. Take advantage
of a highly secure cloud environment with prebuilt fraud
detection models for faster implementation and quicker ROI.
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