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Reducing Fraud and
Abuse in Entitlement .
Programs: An Evaluative

Perspective

he problem of reducing fraud and
abIse ‘in entitlement programs hast
been addressed in many differen
ways, using many different ap-
proaches. Such approaches nave in-
cluded efforts like error momtonng,
prevention (through publi_c relation(sj
techniques and educatiqn), fraut
“hotlines,” special detectisn alers
(such as the California ‘hopper
system which seeks to unco(\;er
benefit recipients who are fraudu-

of the various fraud and abuse
countermeasures.

All four of these failures can be
seen as resulting in some measure
from a fairly generalized attltudbe
which views fraud and abuse prob-
lems as either unusual, or as e>;]-
ogenous to a program, and whic
considers them, if at all, only reac-
tively.

Recognizing the

lently enrolled in mult_iple_jurisdick- Possibility of Fraud and
tions), special investigative tas buse

, computer-matching, case
;%rr(e?a?ting, “enhancecl” prosecution,
administrative sanctions or reme-
dies, Federal requirements for cori
rective action by States and locatd
governments, federally impose
fiscal sanctions (on States _W|th ex-
cessive numbers of ineligibles ;n
their caseloads), and many more. r;
general, these appreaches have nof
been developed as integral parts o
the planning process; rather they ars
the after-the-fact. and somewhat ad
hoc results of problems encountei_'e
in specific instances ef program im-

plementation. Thus, little attentior;
has been directed to the structure o

entitlement programs _themselvels(,
and, in particular, to design weak-
nesses which present opportunities

d and abuse. o

forFfrréa; an evaluative petspective, it
would appear that fo_ur mterrelated
planning failures are involved:

. ilure to envisage and formal-.
ly trre?:czgnize the possibility of .fraud
and abuse in benefit programs;

* the consequent failure te address
these problems by designing safe-
guards against them; .

* the failure to build in_prov15|ons
and funds for the energetic and comd-
prehensive pursuit of fraud an
abuse; and '

s the failure to plan evaluation ef-
forts which could measure the ex;
tent and describe the nature o
program-specific fraud and_ abuse
problems and test the effectiveness

failure to expect or even to
reer:;nlze fraud and abuse as a pos-
sible problem is not, of course,
restricted to program planners 12
government. It can also be foun
among business people, who Of;('??.
merely pass on the costs of shop ||.
ing and internal theft to the pul? ic
via raised prices, instead of plenning
forthem as a fact of life, reducing op-
portunities for them to occur, taking
action against thern wnen they dc;,
and generally considering these ed-
forts as an integral part of goot
management in its normal cosd-
minimizing role. [t can be foun
among designers of nuclear planrts
who may often fail to envisage the
need for protecting plants ac.lequathe-
ly against the threat of terrorism. The
notion that crime, abuse, and terroi'-
ism are not only likely, but are p035|t-
bly permanent problems which mus
be addressed in planning new ac-
tivities, does not appear to have
permeated our thinking very pro-
s yet.
fOlljrrtuitlc;,déiltioyn, the particular problem
of fraud and abuse in entitlement
programs has no institutlc_mal l_tome.
As a management questlon! it hag
not yet been built into plannlng an‘t
evaluation; as a criminal question, i
is low—very low—-on thelist of cnrr;-
inal justice priorities. In effecd,
police, attorneys, prosecutors, and
judges tend to perceive fraud‘ anf
abuse as trailing behind a longlisto
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other, more severe crime probiems
which must necessarily take prece-
dence over them in already over-

can be treated on an ad hoe, reactive
basis once the program is imple-
mented, and which hag signified that
deterrent and enforcement systems
have not been designed into pro-
Yet the problems of fraug and grams,
abuse are rea|, They seem to be of In addition to recency or newness,
considerable and increasing dimen- g second reason why program plan-
i ners have failed to consider fraud
and abuse in thejr design strategies
may have been jack of time and ex-
pertise. It is-no secret that many pro-
grams of the sixties were hastily
planned and implemented, and it is
commonly realizedthatplannlng and
evaluation were themselves, at that
time, still in their infancy. But as pro-
gram planning in general was given
short shrift, “new" problems like
fraud and abuyse could hardly have
been integrated into the typical plan-
ning effort of the period  which
seems to have ranged from nonexis. enforcement With Service or beneﬁt
tent, through cursory, to aborted-in- - delivery,
midstream (Marris and Rein, 1972).  In sum, there seem to have been
Further, the existence of program Important reasons why planning has
planning did not necessarily ensure not designed Strategies against
that of evaluation planning. Today, fraudand abuse into entitiement pro-
evaluation planning for an entitle- - grams. Yet a fajr body of research
ment program would automatically suggests that such planning is a
includemeasuresoffraudandabuse necessity for preventing, identifying,
as indicators of program manage- and controlling fraud and abuse in
they are measured by the Faj's Uni-  ment quality. thosg pro%rarlns. V_Vhatjexfactly, thergj,
form Crime Reports) also had their ldeology also has pla edarole.On  could suc pannm_g o 'or us, an
beginnings in the early sixties. the one hgaynd, thelib%ra)llperspective how can we modify existing pro-
Hence, the newness of the phenome. that creates programs to help the 9raMs in consequence?

non and wishfyl thinking that the disadvantaged tends to concentrate
problem would goaway may partially

Seem to coexist only in uneasy rap-
port, with social workers feeling that
it is their role to Serve clients rather
than to “look over their shoulders”
(Lange and Bowers, 1979), and jus-
tice practitioners feeling that recip-
ient fraud and abuse concern them
“only in light of thejr potential for
criminal prosecution” (Edelhertz, et
al.,, 1977). Further, the holders of
these views are Separated from each
other by the insulating walls of au-
tonomous bureaucratic institutions,
those of the welfare agency, and of
the justice system. It is therefore
possible (and even easy) for them to
continue to ignore each other’s
needs and their mutual interdepen-
dence. This signifies, however, that
no hue and cry js likely to be raised
which would force some realization
of the need to intimately associate

to find), and they are part of g larger
Societal crime problem which shows
few signs of abating. Why then do we
persistentiy fail to design for them
when we plan programs and other
activities?

There are undoubtedly many rea-
sons for this failure, but some are
especially prominent, First of all,
there is the fact of recency, at least
with regard to major national prob-
lems of recipient fraud or abuse,
While there have always been mani.
fold Opportunities for contractor,
provider, or government employee
fraud, the entitlement programs of
the sixties brought benefits that fur-
nished a major new locus for recip-
ient activity, and this problem thus
developed concurrently with those
programs. Similarly, gross increases
incrime rates themselves (at least as

lain the fact that, despite the cor.  MO'¢ ON maximum feasible ameiis. Designing Safeguards
explain the fac .hat, despite €GOl ration of existing ills than on the ainst Fraud and
ossal level of crime, abuse, and vic- Possibility of fraud or abuse which gﬁ ]
timization witnessed today, these use

may accompany such amelioration.
On the other hand, the conservative
view that government should be
largely decentralized and that pro-
grams should be Operated to the
degree possible at State and locg|
levels builds in major additional dif.
ficulties for both deterrence and en-
forcement, thus providing unparal-
leled Opportunities for frayd and
abuse,

A fourth reason has to do with dijf-
ferences in practitioner philosophy
and with bureaucratic fragmenta-
tion. In effect, designing safeguards
or deterrent systems against fraug
and ‘abuse into pPrograms for the
needy requires the inclusion of at Entitlement programs, for various
least two sets of stakehoider views good reasons, are not aj| structured
and goals: those of assistance- the same way. This is important in
focused social workers and enforce- that different structures incur dif.
ment-focused justice practitioners, ferent risks and Vulnerability to frayd
But these views are both different and abuse. As the Comptroller Gen-
and difficult to conciliate. They eral has stated:

30

have not yet either entered firmly in-
to our thinking or become accepted
as nontrivial, quasi-permanent fac-
tors to be considered routinely as a
part of program planning.

Some Progress has been made,
however. For example, a few years
ago it was quite Common to hear pro-
gram managers estimate, on the
basis of almost No data, that rates of
fraud and abuse in entitlement pro-
grams amounted to ljttje more than a
reassuring 5 percent of total expen-
ditlires (Chelimsky, 1973). But while
it is unlikely that such an estimate
would be heard today, the tendency
still appears to be one .of viewing
fraud and abuse as real, perhaps,
and important, perhaps, but none-
theless as transient and extraneous
rather than integralto a program. itis
this view, however, which permits
the conclusion that these problems

GAO Review/Summer 1981

There are two immediately ob-
vious ways in which design strat-
egies could reduce the potential for
fraud and abuse., They could
* build controls into the program
process and
® ensure that adequate funds,
equipment, personnel, and training
are provided to screen, identify,

follow up, and sanction crirminal ac.
tivity.

Designing Controls into the
Program Process
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Some of the programs that wo_uld
seem to be particularly .suscept'b_lcla
to fraud are those involving a signifi-
cant amount of contracting and pro-
curement . .. In addition, programs
involving loans, grants, and benefit
payments appear to be part/cu/ar{y
vulnerable. (Comptroller General’s
statement before the Senate Com-
mittee on the Budget, Mar. 15, 1978.)

rograms, however, entaillsome
ﬁlslkg Itgis therefore extrerpely impor-
tant to think about designing pro-
grams not-only to meet the needs of
service delivery, but also those of
program integrity. There are three
control systems whict. seem neces-
sary, as a minimum, to help prevent
and contain fraud and abuse. These
are '
e program and evaluat_ion plannm’g
for deterrence, detection, and en-
forcement; .
* adequate definitions, consistently
applied across the program, of what
constitutes fraud and abuse; and
e the development of data bases
allowing the detection and report of
fraud or abuse in unambiguous
terms.

Planning for deterrence, de.tec-
tion, and enforcement involves, first,
an effort to design the program so as
to minimize vulnerability_to fraud
and abuse. For example, if prepay-
ment of benefits is not a permissible
option, then the problem of unsub-
stantiated cost estimates cann‘ot oc-
cur, and the difficulty of achieving
the return of overpayments QUQ to
this cause (a major problem) is like-
wise avoided. o

Second, this kind of planning in-
volves some decisions with regard to
deterrent strategies. For example,

what reliance will be placeg on crimi-
nal prosecution? How will t_hI.S be
assured? Will the use of aqmlnlstra-
tive along with civil or criminal sanc-
tions be envisaged? How can §peed,
certainty, and consistency in en-

forcement application be achieved?

: IS m
ot wrstan o boly the frct sie  othar disoipiines and profossions”
iar:ecg%tix/ga?ct)egh[psso\;/‘il'?htp(raot;gems oF; (Lange and BO\gers, 1979; Business
oo & oo Labor-int?nsriw\{e Wii,r?aﬁjl;]y;t%?ruj)érdized definitions
followgp e theezgcgrr:g ?rtnes? égnt blz anddata E)ases need tobe planneq to
det(?g:t?ntr?a:?ﬁew 'techniques fores- ensure a reasonable gnde{féfnnsdlr;g
tse?blishir)]/g the presence of fraud and of p‘roblem snfvaes iag coa?ection’s ‘o
abuse are urgently required. Discrim- allow program des ged orectians o
inant analysis, for example, which be made whe_n nee ;oss fo factl
has been teste,d on a small scale for tgte comparisons al?entl iJmpossi-

se in constructing error-prone case tions which are cur ah yfor osst
urofiles (Comptroller General's ble, as a practhal mha v?;’ver ome
?eport GGD-78-107, Feb. 5, 1979) programs. (Thl_s,t ?he rob’lem >0
might be tested for use as well in speak's once agl;tamegusly F;or tem of
S Anothar & fEUd.pronee%;?;ilggfng {)rl;?:a:tnignsmawdar}or the effective
res t
enﬁgggtf:ezr?s t?wrg c;i)efinition of the detection and control of fraud and
auditor’'s role in detection. The ques- abuse.)
tions now being raised concern the Pl ing for Enforcement

ropriateness of accounting . Persomnmel, and
?npeaho‘és to the investigation of E‘l“lp.mellt« e

abuse, how far auditors Traimin '
fsrr?ggldag?oceed with regard to such Computer-based managementltp-
investigations, and whether current - t5mation systgems can be helpdfu Ig
auditing tools are effective for detec- detecting and lqentlfylng frau ant
tion. An intergovernmental forum abuse, but social workers do no
recently explored the problem: necessarily possg-ssgiadta ngfaerﬁSIf%%
The early practice of examining skills. In the Medicaid p )

i istance and
every single transaction from begin- €xample, rf%gucsgv:r?ilgtgtate s
ning to end quickly became impracti- trammlgbathe oW giuan to olate por
cal with the growth of public servi;;s ZZCQ@ 0 yand un & system which
and the VOIU"Je,Ofeig,s;;ZﬁiZ Sysei creates a data base for.manageéneng
ot 533"3;”,7‘; controls. This use inidentifying pgSSlt:Iee ni;até : atge
z o : nf
erably diminished éget?ga/?scerflost mation System) permit the‘profllmg
d;etect;r}g fraud, excep of both providers and retCIpleIntsraat;\Ie
blatant forms. ‘ llow staff to target vulne
i of fraud, although allow o
oy oty ot eSS e s iy
/on’?er t’?ti prﬁ:gﬁg”ﬁgngnzf ?g (175 cation stat.us, and accegtaaicljigar(l);
\r/ztrifeyr' éomg/iance, (2) determine charges) th)th SSC;TUEI isnpfer:\u’daorabuse
fairness of financial statements, and ~ enough to ZU aial logislation. how.
(3) establish whether internal con- g\r/z\;e\?vgg?éqgﬁed toimplemer;t préik
;rol(sj Nl alzdeeguate tosafeguard the syst,em. It was not originally a part of
unds involved. tw :

The erosion of fraud detectionasa the Medicaid DI'C;‘gFaIm < also used
primary audit goal is not generally Comput(_ar tec n? ogé/ 2150 usee
realized by the nonauditor. By azd Lo;Dcéet%c;‘;lgpar:f wrt?:ré e mutor

ublic still thinks that the : ram, :
fggvzlglﬁag of anaudit without major - aided matching techniques compare

j bases using an
Third, techniques for detection adverse findings is a guarantee that two or more data

e.g., surveys, financial audits, quali-
S(y gcontrol, etc.) need to be gstab-
lished and their procedures la[(_j out
and routinized along with provision
for research and evaluation of new
techniques. One important problem
with current detection methods is

] i ifyi lement, such as a social
ing is in good order. {Inter- ldentlfylnge , .
eg?/reyrwrl:egntal Augit Forum, 1980.) security nqmber or dfate ?f g:r:géitpci
? In some cases, auditors have been  detect |n.ellg|ble applllzcgcr; s r recip:
reluctant to take on the investigative ignts. Still apothe( A | escgelgctive
role they have been asked to play bﬁ- aided t:rc;t;rrxlli?];e vlvr;]vlgr:/ S Selective
eel “different tech- case scre , W
(rzl?c‘]"j:s tnqﬁit fbe developed with a examination of a single data base to

y n |IO 901 l | 1 ors el 1() n

rather than on fraud or abuse. This

traditional auditing,” and that “‘new dicate fraud (Fischel and Siegel,

means that a finding of error, while approaches wili have to be painstak- 1980).
cd 3
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All of these systems require care-
ful'planning and elaboration in terms
of the program’s goals and opera-
tions; all need funding and person-
nel, as-well as training and assis-
tance to program staff; all need time.
One point on which most researchers
agree is that when large numbers of
applications must be processed in a
short time by overburdened, inade-
quately equipped staff, this sets the
stage, almost irremediably, for
massive fraud and abuse. Finally, all
of these systems need evaluation,
and provision for measuring their ef-
fectiveness is one way to compen-
sate for the failures of early program
planning. That is, evaluations can be
performed at any time, and their fing-
ings can form an excellent basis for
proposed modifications to the sys-

tems and programs studied.

Providing for the
Energetic Pursuit of
Fraud and Abuse

Perhaps the most arduous and im-
portant area of all, and one which
has to date not progressed very far,
is that of pursuit. In fact, fraud and
abuse have not been prosecuted
energetically. There is at least one
very good reason for this, in addition
to the attitudinal and philosphical
problems enumerated above: that is,
lack of coordination between service
delivery personnel and justice per-
sonnel throughout the bureaucracy.
The coordination needed here is
both specific and precise, yet it is
unsurprising that researchers have
found such coordination poorly
implemented in entitlement pro-
grams. This is especially true of the
AFDC program:

Welfare agency staff, -especially
fraud investigators, frequently com-
plain that AFDC fraud js not vigor-
ously prosecuted. In this regard, sev-
eral problems appear paramount.
Welfare fraud is typically viewed by
prosecutors as less sericus than
other, more violent types of criminal
activities. Coordinatios between
prosecutors and fraud investigators/
welfare staff is weak. To effectively
prosecute AFDC fraud, welfare staff
must provide presecutors with agen-
cy documents and relevant evidence
in a timely fashion and in an appro-
priate form for adjudication. Prose-
cutors are also typically dependent
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on agency expertise concerning fre- mining that these should be widely
quently changing and complex AFDC adopted, evaluation needs to collect
program rules and regulations, as empirical data on a series of mea-
well as specifics regarding the sures. It would be useful to have in-
amount of benefit payments in ques- formation, for example, on

tion, and evidence such as the
signed declaration on the applica-

* the number of “raw” matches;

tion form needed to establish intent ;ethe number of matches shown to

in the investigation and prosecution
of fraud. Caseworker testimony
needs to be organized and coor-
dinated, since many welfare fraud
cases are decided upon the credibili-
ty of agency witnesses. (Fischel and

Siegel, 1980.)

The high turnaver of prosecutorial

and welfare personnel, along with
the mutual dependence of both

groups to assure successful en-

forcement again signifies the need
for planning to achieve two things:
the maintenance of requisite exper-
tise via training, and the replacement
of current informai relationships by
coordinated, frequent, and formal
ones,

Decisions are needed to ensure
that prosecution will occur when
warranted, either by developing new
prosecutorial teams dedicated to
this effort, by additions to current
prosecutorial staff, or by targeting
agency investigative resources more
closely on those cases most likely to
result in criminal prosecution,

Designing Evaluations

Perhaps the most perturbing
aspect of the current state of knowl-
edge about fraud and abuse is its
paucity. There are major information
gaps almost at every step of the way.,
The actual magnitude of benefits
lost to fraud and abuse is not known
because of inadequate data, incon-
sistently defined and formatted
across jurisdictions, and conse-
quently, impossible to aggregate.
Further, little or no research has
been done on the effectiveness of
prosecutorial and other deterrent
strategies with regard to the in-
cidence of fraud and abuse, so that,
in fact, the need to continue with this
kind of basic sanction which has
proved so difficuit to implement is
based entirely on assumption.

Again, almost no evaluative evi-
dence exists about the usefulness of
most existing countermeasures
against fraud and abuse. With regard
to computer-aided matching tech-
niques, for example, before deter-

valid after verification and review
by staff;

* the number of matches in which
income discrepancies were found;

¢ the number of matches leading to
administrative case actions;

* the number of matches leading to
investigation, and those leading to
prosecution for fraud;

* the costs of conducting the
matching operation including both
data processing costs and those of
the extensive annual review - and
followup efforts by program staff;

* the amount of overpayment
assessed;

* the cost of recovering that over-
payment; and

* the actual amount recovered
(Fischel and Siegel, 1980).

At present, actual data on the ef-
fectiveness and tota| costs of match-
ing are very limited.

It is clear that the lack of knowl-
edge about the effects and costs of
typical strategies and techniques
used in combating fraud and abuse
are major barriers to the use and
expansion of countermeasures. This
is a particular problem in view of the
costs of computer technology and
the need to compare these costs
with those of other techniques and
strategies for detecting and deter-
Ting fraud and abuse. Further, the
evaluative data that do exist are
fraught with methodological prob-
lems which limit their utility and
make comparisons among strate-
gies impossible.

A great deal of evaluative work re-
mains to be done. There is a need to
learn the effectiveness and costs of
nearly all the techniques currently in
use, including computer-aided match-
ing, case-selection techniques,
“hopper” alerts, and so forth. And
there is a need as well to deveiop
data bases which can measure the
size and scope of benefit losses to
fraud and abuse. Without this infor-
mation, the development of sound

entitlement programs which limit
fraud and abuse to a minimium will
be impossible.
32
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Summary

We have argued that reducing

fraud and abuse in government pro-
grams requires
* program planning which straight-
forwardly integrates enforcement
planning with service delivery plan-
ning;
* program design which builds in
enforcement safeguards, appropri-
ate system acquisition and support,
along with training and assistance to
personnel;

e program operations which feature
incentives and formal procedures for
achieving coordination across ser-
vice delivery and enforcement com-
munities; and

* program evaluation which allows
the measurement of progress and
the determination of the most effec-
tive strategies and techniques
against fraud and abuse.

Efforts such as these are critical
to prevention, detection, and control,
and the approach features here—
that of evaluation planning—is as
applicable to the examination and
modification of existing programs as
to new programs. Many of the evalu-
ations we call for here are of tech-
niques currently being applied, and
it is evident that their findings are
needed to make meaningful choices
about which countermeasures to
adopt. It seems clear that the ability
to ensure that (1) Federal resources
actually reach the truly needy and {2)
the increasingly - scarce amounts
available will not be improperly
depleted is dependent on this work.
Failing this, the successful reduc-
tion of fraud and abuse in entitle-
ment programs is likely to wait a
long time.
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