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Purpose of your paper: 

 

This presentation will examine the nature and extent of insurance fraud, consider the industry 

responses, appropriate mitigation strategies and the impacts of technology, both in increasing the 

opportunity for fraud and in boosting defensive measures. 

 

Synopsis: 

 

This presentation will examine the age-old topic of insurance fraud.  

 

Insurance fraud can include the exaggeration of an otherwise legitimate claim, or the intentional 

misrepresentation of the facts, or manipulation of the claims process to gain a financial advantage 

where there has been no actual loss.  Fraud is considered at law to be a serious indictable offence 

where the penalties can be imprisonment for up to 10 years (depending on jurisdiction) or a 

substantial fine or both.   

 

The Insurance Fraud Bureau Australia estimates up to 10% of all claims could include some level of 

fraud.  This presentation will examine how this figure is derived and whether it withstands scrutiny. On 

the basis that data collection in this area has been less than rigorous, we investigate whether these 

estimates ($2 billion per annum) reflect sound empirical evidence. We also look at some fraud crime 

statistics as part of our discussion. 

 

The presentation will examine a range of issues, including: 

 The nature and extent of the fraud problem, by reference to some recent case studies in 

these areas: 

o Accident compensation schemes 
o Property fraud 

 

 The difference between ‘so-called’ hard and soft fraud.  Regarding soft fraud, we look at the 

continuum from exaggerated claims through to gross exaggeration and outright fraud. The 

line between a bit of embellishment and gross exaggeration is often a difficult one to discern, 

whereas outright or ‘organised fraud’ may be easier to detect but carries a heavy burden of 

proof. 

 

 The response by insurers - We consider insurers’ capability with respect to fraud detection and 

the extent to which insurers take a commercial approach to fraud (costs outweigh the 

benefits of fraud investigation). The use of claims farming techniques to ‘bombard’ insurers 

with multiple claims, has forced some insurers to compromise and settle small claims while 

tactically deploying resources on claims displaying higher indicia of fraud. Where each 

organisation regards that the line has been crossed is very much determined by its own 

tolerance levels, culture and resourcing priorities. 

 



   

 

 Regulators and law enforcement agencies are key stakeholders in implementing fraud 

prevention and mitigation strategies. For example, the establishment of the NSW CTP Fraud 

Taskforce which brought together insurers, the legal profession, government and law 

enforcement agencies highlighted the importance of information sharing, collaboration and 

raising community awareness as critical elements in the fight against fraud. 

 

 Technology – both a shield and a sword? We will provide some insights on technological 

advancements such as big data uses, network analyses and geo-spacial techniques that can 

assist in fraud prevention, detection and response. Equally, technology is increasing the risk of 

fraud, e.g. by enabling would-be fraudsters to identify potential targets using granular 

personal information farmed from social media websites. 

 

 


