
Ingenix offers a comprehensive set of solutions that help you detect, prevent, and recover 
overpayments due to fraud and abuse, incorrect coding, third-party responsibility or liability, 
and simple errors. 

Tackling Error, Fraud, and Abuse 
in Medicaid 



Controlling Fraud, Error, Abuse,  
and Waste Is An Integral Part of  
Health Care Reform Plans
Proponents of the health care reform want coverage 
expanded to more individuals and believe that reductions 
in fraud, abuse, and waste in the Medicare and Medicaid 
programs will help to both curtail spiraling health care 
spending—which is projected to more than double by 2018 
to $2.23 trillion1—and fund health care reform measures. 

There is little question that there is a problem with health 
care fraud, waste, and abuse and that successful efforts 
to reduce them can save the health care system billions. 
In fact, in 2008 Medicaid fraud and abuse prevention was 
one of the top management and performance challenges, 
according to a recent report from the U.S. Department 
of Health and Human Services’ Office of the Inspector 
General. The Federal Bureau of Investigation (FBI) has 
estimated that at least 3–10 percent of health care 
spending is paid fraudulently.2 

The 2010 budget for the Department of Health & Human 
Services (HHS) contained new funding for anti-fraud 
efforts over five years. “Reducing fraud, waste, and 
abuse in government spending is a top priority for the 
Administration, and this investment represents the first 
year of a multi-year strategy,” the budget request summary 
states.3 However, the ultimate success of helping to fund 
health care reform may actually hinge on whether states 
are able to boost both their prospective and retrospective 
fraud detection efforts.

“Health care costs are increasing at a higher rate than 
inflation, and our country faces a growing Medicaid 
population in a faltering economy. These trends are putting 
states in a very difficult position,” said Tom McGraw, senior 
vice president, Government Program Integrity, Ingenix. 

Health care fraud scope is significant

The FBI defines health care fraud as altered or fabricated 
medical bills and other documents; excessive or 
unnecessary treatments; billing schemes, such as 
charging for a service more expensive than the one 
provided, charging for services that were not provided, 
or duplicating charges; false or exaggerated medical 
disability; and collections from multiple policies for the 
same illness or injury.4

According to the National Health Care Anti-fraud 
Association, fraud schemes affect the entire patient 
population and the complete range of medical conditions 
and payments.5 Further, false billings have an exponential 
effect when they are spread across multiple payers with 
multiple simultaneous claims, including Medicare and 
Medicaid.6  

CMS reports the following improper payment statistics  
in recent years:

•	 Medicare fee-for-service: $10.4 billion in FY 2008 
•	 Medicare Advantage: $6.8 billion in calendar  

year 2006
•	 Medicaid: $32.7 billion in FY 2007

Because the problem is so widespread, limiting health 
care fraud, waste, and abuse should offer great savings 
potential. On May 11, President Obama told health care 
system stakeholders that “by curbing waste, fraud, and 
abuse and . . . taking a host of other cost-saving steps, we 
can save billions of dollars, while delivering better care to 
the American people.”7 

The Lewin Group, an Ingenix subsidiary, has been a pioneer in helping The Centers for Medicare & 
Medicaid (CMS) develop and implement modern programs that measure and reduce improper payments. 
Lewin helped CMS develop the Comprehensive Error Rate Testing (CERT) program for Medicare, 
implemented in 2000, and the Payment Error Rate Measurement (PERM) program for Medicaid and CHIP, 
implemented in 2006.  

CMS asked The Lewin Group to develop methods to measure the impact of medical review activities. The 
Lewin Group developed a methodology based on statistical sampling which became the basis for the 
CERT program. Under this program, a national error rate is computed which provides an estimate of the 
percentage of total Medicare payments that are paid in error. Such an estimate is needed both to measure 
the magnitude of the problem as well as progress in reducing the problem. In addition, disaggregated 
error rates are produced by service type and by contractor processing the claims, allowing one to 
develop interventions to reduce the error rate. The CERT program is used to meet the requirements of 
the Improper Payments of 2002, legislation which requires the estimation of 
improper payments of federal dollars.  

1 Centers for Medicare & Medicaid Services, “National Health Expenditure Projections, 
2008-2018.”

2 Federal Bureau of Investigation, “Financial Crimes Report to the Public, Fiscal Year 2007,” 
(May 2008).

3 Department of Health & Human Services, “Fiscal Year 2010: Budget in Brief” (May 7, 2009).

4 Federal Bureau of Investigation, “Financial Crimes Report to the Public, Fiscal Year 2007,” 
(May 2008).

5 National Health Care Anti-fraud Association, “Consumer Alert: The Impact of Health Care 
Fraud on You!” NHCAA Web site (accessed Oct. 1, 2009).

6 Id.

7 Iglehart, John K., Finding Money for Health Care Reform—Rooting out Waste, Fraud, and 
Abuse, NEJM Web site (June 10, 2009).



Ingenix offers a variety of fraud and abuse detection tools that will help states prevent payment on erroneous claims, 
discover potentially fraudulent claims and recover overpayment losses. For more information, visit www.ingenix.com.

Among other tactics, improved technical methods can help 
save billions. The Lewin Group has estimated that state-of-
the-art, pre-pay predictive modeling solutions to identify 
high risk claims have the potential to save as much as 
$65 billion over ten years in Medicare alone. Similar 
savings may be achieved in the Medicaid program with 
comprehensive implementation.  

State investment in fraud  
detection does pay off  
While some states have made a real commitment to detect 
and prosecute fraud, the majority of states are running 
at a deficit; in some cases that may lead to Program 
Integrity (PI) staff and resources being cut. “States that 
are considering cuts to Medicaid PI, should take note 
that in one southern state, investigators have recovered 
approximately $57 million,” says Gerry Hill, senior project 
manager, Fraud and Abuse Protection, Ingenix.

As the search to find new sources to fund health care 
reform intensifies, the enforcement of fraud and abuse 
prevention will likely also intensify. New support and 
funding for PI activities may help states and commercial 
payers increase fraud prevention efforts within the 
Medicare and Medicaid programs. According to the HHS, 
“Combined, the anti-fraud efforts in the President’s budget 
could save $2.7 billion over five years by improving 
oversight and stopping fraud in the Medicare and 
Medicaid programs… ”8 

Technology tools can speed up, 
improve fraud detection
“Because those perpetrating fraud often swoop in, hit a 
payer hard, and then move on, it is very important that 
states and other payers have plans in place to detect the 
fraud early,” Hill explained. Using sophisticated software 
tools that can detect fraud in real time and applying 
technology both in a pre- or post-payment manner, can be 
very effective. Prospective fraud detection can help payers 
become more proactive about avoiding and recovering 
losses, and post-payment detection can unearth fraud 
patterns that can’t be detected until there is an inventory 
of similar claims.  

Ingenix offers payers a multidimensional prospective 
fraud detection strategy that has yielded a 755 
percent return on investment and a 370 percent 
savings improvement for clients in the first year of 
implementation. Using advanced analytics and expert 
systems integration, Ingenix technology can uncover 
billing and coding errors, payment policy violations, 
and aberrant billing patterns that indicate possible fraud 
and abuse before claims are paid. For example, Ingenix 
findings led one state to stop $14 million in improper 
payments before they were made.

Ingenix also can provide states with outsourced services 
that identify unusual claims, hold claims for further 
investigation, and that analyze claims post-payment for 
the possible recovery of inappropriate payments. 
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Estimated Amounts of Improper Payments during  
Fiscal Year 2008, According to Program
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At a time when every health care dollar is precious 
and health care spending is under intense scrutiny, 
it is essential to stem the tide of waste, fraud, and 
abuse. Ingenix offers expertise, tools, and services 
to help detect, investigate, and recover lost dollars.

The FBI reports that, “Estimates of fraudulent 
billings to health care programs, both public and 
private, are estimated between 3 and 10 percent of 
total health care expenditures.”   

For more than a decade, Ingenix has provided 
sophisticated data warehousing solutions and 
detection and analytic tools capable of analyzing the 
millions of claims generated in Medicaid programs.

Ingenix collaborates with more than 30 state 
Medicaid programs and is one of the few companies 
that provides both detection tools as well as 
Program Integrity experts that detect fraud, prevent 
inappropriate payments, and recover overpayments. 

How our Program Integrity Solutions have helped 
clients:

• One state recovered $20 million in fraudulent 
Medicaid payments in just one year, and has 

identifi ed or recovered more than $60 million in 
the last several years

• A Midwestern state recovered more than $97 
million in Medicaid fraud since 2005

• Another state identifi ed, recovered, and avoided 
more than $17 million in Medicaid provider 
overpayments, including crossover analysis 
of Medicaid, Temporary Assistance for Needy 
Families (TANF), Social Security, and Medicare 
service payers

• A Western state identifi ed, recovered, and 
avoided more than $10 million in overpayments

Our experts have also identifi ed hundreds of 
millions of dollars in overpayments and fraud 
for non-emergency medical transportation 
services through rule-based algorithms, statistical 
dimensional analysis, and social network analysis.

To learn more about how governments are driving 
measurable health care outcomes with technology, 
visit ingenix.com/government or call (800) 765-6713.

Join us for an ongoing webinar series to learn more about Ingenix results in prospective and 
retrospective payment integrity, and how Ingenix tools are delivering measurable savings to 
governments. Visit www.ingenix.com/government or call (800) 765-6713 for details.
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