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Abstract

This exploratory study analyses claiming behaviour within the automobile insurance
industry. A local insurance company provided 32 automobile insurance claims thus
permitting qualitative and quantitative analysis. This study enunciates non-fraudulent
claiming behaviour as the sample included only a low number of suspected fraud cases.
Variables contained within each of the claim files were analysed, as were the statements of
the insured individuals. Each claimant is required to provide two written statements to the

local insurance company and these statements were analysed for consistency and detail.

The overall findings revealed that claimants were generally employed, middle-aged males
who were sober at the time of the theft and had good driving records. A majority of the
stolen vehicles were located, and one-third of these vehicles were damaged beyond repair.
Most vehicles stolen were either Holden or Ford models and were low-value. Vehicles were

more likely to be stolen from shopping centre car parks than from the insureds’ residences.

A statement typology consisting of four categories — adequate, garrulous, reticent and
phlegmatic — was proposed. A majority of the statements were categorised as adequate
where sufficient detail regarding times and witnesses were provided. Several statements
were considered phlegmatic and lacked sufficient detail. Over three-quarters of the

insureds’ written statements were consistent with one another.

Given the exploratory nature of this study, no strong inferences should be made. Rather this
study serves as a catalyst for further research into Australia’s insurance industry.
Specifically, future research should explore fraudulent automobile insurance claims thus
providing greater insight into fraudulent claiming behaviour, with the potential to likewise

explore compliant behaviour by those insured.
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Introduction

Australia is said to exhibit “an entrenched culture of vehicle theft” which costs insurance
companies A$lbillion annually (National Motor Vehicle Theft Reduction Council
(NMVTRC), 2002, p. 1), equating to one of the highest rates of vehicle victimisation in the
world (Gant and Grabosky, 2001). Between 1978/79 and 1987/88, over 950,000 vehicles
were stolen, with a total economic value of A$4.7 billion (Geason and Wilson, 1990). In
2000, almost 140,000 vehicles were stolen in Australia, equating to one in every 90
registered vehicles (Gant and Grabosky, 2001; NMVTRC, 2002). Research indicates that
there has been a 10 percent increase in motor vehicle theft in Australia since 1995
(Australian Institute of Criminology, 2002). The United States also has a high vehicle
victimisation rate where approximately 1.5 million vehicles were stolen in 1994
(Hazelbaker, 1997).

The focus of this study is to analyse fraudulent and non-fraudulent claims of
automobile theft in Australia. Explorations of fraudulent claims provide criminological
data, especially in relation to victimisation. As a large proportion of Australians have
vehicle insurance, there is a greater opportunity for broader victimisation. This report firstly
gives a synopsis of insurance fraud and the methods utilised to detect automobile insurance
fraud. Secondly, the results obtained from analysing insurance files obtained from a local
insurance company are provided. This includes quantitative and qualitative analysis of
variables and statements within each claim file. A statement typology consisting of four
categories — adequate, garrulous, reticent and phlegmatic — is applied to the sample of
statements. Finally, recommendations for future research are addressed, including the need

for specific research with fraudulent claims.
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Fraud and insurance fraud

Economically, fraud is the most costly crime in Australia (Baldock, 1997; Smith, 2002),
and is wide-ranging. Several subtypes of fraud have been proposed which include cheque
fraud (Hansen, 1999), health care fraud (Krause, 2001), employee fraud (Hollinger, 1997),
workers compensation fraud (Biddle, 2001), telemarketing fraud (Grabosky, Smith and
Wright, 1996), e-commerce fraud (Gloster, 2001), service station fraud (Chilvers, 2002),
credit card fraud (Smith, 1997b), migration fraud, securities fraud, superannuation fraud
and intellectual property fraud (Wilson, 2001). For this study, and in the interest of brevity,
only insurance fraud will be discussed in detail.

Insurance fraud “occurs during the process of buying, selling, using and
underwriting insurance” (Nebraska Department of Insurance, 2001, p. 1). While insurance
companies are typically confronted by legitimate claims, they are also presented with
exaggerated claims and fraudulent claims (Artis, Ayuso and Guillen, 1999). It is the
exaggerated and planned fraudulent claims that concerns insurance companies, given the
economic impact that these create. Such claims are characterised in two ways: “soft fraud”
(i.e. exaggerated or “built-up” claims) and “hard fraud” (i.e. deliberate attempts to falsify a
theft or accident) (IOMA, 2002; Smith, 1997a).

There are a variety of terms used in the insurance industry to describe different
approaches to fraudulent claiming. These include:

e Misrepresentation: providing false information (i.e. age) for the purpose of some
gain, such as paying a lower premium or receiving an insurance payout (Medza,
1999).

e Claim padding (also known as exaggeration and excess claiming): overstating the
value of a particular product (i.e. a video camera) to receive greater financial
reimbursement than required (Abrahamse and Carroll, 1999; Medza, 1999).

e Build-up: inflating damages resulting from an accident (i.e. including pre-existing
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damage such as broken headlights within a current claim) (Dionne and Gagne,
2001).

Other terms used include “phantom claiming” (i.e. individuals claiming for non-existent
losses) and “planned fraud” (i.e. those that deliberately cause a loss such as staging an
accident or theft) (Osterburg and Ward, 2000).

The economic cost of insurance fraud is excessive “and could be as high as A$9
billion” (Baldock, 1997, p. 3). However others document the economic impact as between
A$3.0-3.5 billion annually (Gloster, 2001; Smith, 1997a; Wilson, 2001). It is suggested that
the cost of insurance fraud in Australia comprises about one-third of all crime (Chapman
and Smith, 2001; Smith, 1997a). To put this into perspective, the cost associated with
insurance fraud surpasses the maintenance of “all of the police services throughout
Australia” (Smith, 1997a, p. 2). Each Australian insurance policy includes an extra A$70
per year as a result of insurance fraud (Baldock, 1997). While the cost of fraud cannot be
denied, this figure is not as elevated as that of the United States where insurance fraud adds
US$950 per family (McKae, 2001). The overall cost equates to US$80-120 billion per year
(Baldock, 1997; Kang, 2001; Smith, 2000; Todd, Welch, Welch and Holmes, 1999).

Ten percent of all insurance claims are said to be fraudulent (Baldock, 1997; Smith,
2000; Tennyson, 1997). However, there is some conjecture that this figure is higher for
specific types of insurance fraud. For example, travel insurance fraud is thought to
represent 15-20 percent of all claims (Baldock, 1997; Wilson, 2001) and 10-15 percent of
automobile insurance claims are said to be fraudulent (Carris and Collin, 1997). Although
the “10 percent” figure is widely cited, it is otherwise argued that insurance fraud represents
almost 15 percent of American claims during the early 1990s (Finnegan and Simpson,
1992). Regardless, “fraudulent claims have been a problem for the insurance industry since

insurance was first written” (Henchliffe, 1997, p. 210).
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Detecting automobile insurance fraud

Traditional “red flags” are warning signals of the possibility of fraud (National Insurance
Crime Bureau, 1992). One “red flag” (or several) does not necessarily provide evidence of
fraudulent behaviour; they are merely exploratory tools used by insurance companies to
determine what claims should be further investigated for fraud. Also, there is no real
indication that any indicators should be given more weighting than others, as there is “little
empirical evidence which could scientifically demonstrate why some fraud indicators
should be more relevant than others” (Belhadji, Dionne and Tarkhani, 2000, p. 520).
Nevertheless, anecdotal evidence (from observations and discussions) suggests insurance
companies still utilise “red flag” systems in an effort to prioritise claims processing and to
determine the likelihood of fraudulent claiming behaviour.

There is a variety of insurance fraud indicators specified in the literature (Artis,
Ayuso and Guillen, 1999, 2000; Belhadji, Dionne and Tarkhani, 2000; Brockett, Derrig,
Golden, Levine and Alpert, 2001). The possible presence of fraud in automobile claiming

for theft or accident may be indicated by:

o Multiple contracts with numerous insurance companies

o Misleading information (i.e. incorrect age or length of driving experience)
. Accident occurs in non-urban areas between 11pm and 5am on a weekend
o No police report

o Minor collision has led to unnecessary costs

o Insured is having financial/personal difficulties

o Insured familiar with insurance “jargon”

o Driver is eager to accept blame for accident/theft

. Vehicle purchased with cash

o Claimant is aggressive

o Vehicle reported stolen and found shortly afterwards
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Anecdotal information obtained from a local insurance company suggests the following as

“red flags” of Australian automobile insurance fraud:

o Driver is under the influence of alcohol or drugs
o The accident or theft occurs late at night, usually on a Friday or Saturday
o Vehicle is located burnt out

Often, statement analysis is used to investigate automobile insurance fraud as it may
provide additional information regarding witness discrepancies, time inconsistencies or any
other anomalies of the insured’s behaviour (Petherick, 2000). Statement analysis compares
“verbal to non-verbal signs” and the “conflict between the verbiage in a written or verbal
statement” (Petherick, 2000, p. 9). From an insurance company’s perspective, it is
necessary to determine whether claimants are being deceptive, misleading or truthful in
their description of their statements (Ben-Shakhar and Furedy, 1990).

There are several variables investigators should be attentive to when analysing the
statements of a claimant. Firstly, it should be ascertained whether there is consistency
between various written or verbal statements provided by the same claimant (Tully, 1999).
Anomalies in evidence should be investigated in detail as it may suggest the possibility of
fraudulent behaviour (Grabosky and Duffield, 2001). An additional factor is whether more
than one individual has contributed to writing a single statement. This may indicate whether
family members are colluding to avoid paying insurance costs (i.e. teenager “borrowing” a
parent’s vehicle and causing an accident) or whether memories are being “jogged” to
include more supportive information.

A third factor is whether the use of specific words indicates the possibility of fraud.
Preliminary results reported by Artis, Ayuso and Guillen (2000, p. 9) suggest “some
wordings were more related to fraud than others”. Certain words such as describing

whether the insured was “parking”, “driving backwards” or “overcoming” may be
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indicative of the possibility of fraud (Artis, Ayuso and Guillen, 2000, p. 10). Other factors
that may be influential include the word length of statements, the use of adjectives or
pronouns and the quantity of sentences (Petherick, 2000). In this pilot study it was noted
that in an attempt to convince the reader of the legitimacy of the report, the author may use
particularly colourful or descriptive language.

The incidence and prevalence of fraud is difficult to quantify, given the covert
nature of fraudulent claiming. In addition, detecting fraud is often problematic as there may
be limited physical evidence to analyse in comparison to other crime types such as armed
robbery or murder. To date, much of the assessment process utilised is probabilistic or
actuarial, such as the red flag system currently employed.

Therefore, this exploratory study was designed to quantitatively and qualitatively
analyse fraudulent and non-fraudulent automobile insurance claiming. Although it was
initially anticipated that the sample would be one of fraudulent automobile insurance
claiming, the exploratory study became an exercise in analysing mostly non-fraudulent,
legitimate claims. Files obtained from a local insurance company were used to analyse
statements of claimants and variables such as demographics, vehicle description, insurance

and financial details.

Lincoln, Wells and Petherick 11 Automobile Insurance Fraud



Methodology

An initial apart of the research involved a postgraduate student internship at a local
insurance company. The internship involved 40 hours of observation of the claims process
and subsequent analysis of individual claims. Observations included the processing of new
insurance policies and claims by call centre personnel and the method in which this
information was entered into the company’s database. Other observations included viewing
the vehicle holding area where recovered vehicles are assessed for damage. While training
was provided to access and operate the computer database system, the main task was to
analyse automobile claims with a view to providing data for the current research.

The data were derived from 32 automobile claims filed and retrieved at random
from the overall pool of claims. The files were selected by the claims manager on the basis
that they were finalised within the last twelve months (June 2001 — July 2002). Aside from
this, the claims were selected from the overall pool of claims. All files were one of three
types — theft of an automobile, attempted theft of an automobile or theft resulting in damage
to an automobile. The files were categorised by the claims manager as legitimate, suspected
or fraudulent but this information was not given to the researcher. The files included data
on sex, age, employment, claim forms, claimant statements and the company’s telephone
records. In addition, some files included police reports, witness statements, photographs
and sketches of the vehicles, financial records, registration papers, hire car receipts, repair
receipts, tow truck records and various other letters and correspondence.

The claimants are required to provide at least two forms of written statements. The
first statement requested is a ‘“declaration of loss by theft — fire — vandalism” form,
commonly referred to as a “claim form”. Claimants complete this form at home or at the
claim centre and are asked to “describe in detail the events leading up to and following the

theft/fire”. Adequate space is provided for the claimant to provide some details about the
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incident. The second statement required is a “driver’s statement” in which claimants are
asked to describe “your movements for the 12 hours leading up to the theft of your
vehicle”. The company supplies an A4 sheet of lined-paper and claimants usually fill this
form out at the claims office.

Supplementary statements are often provided by way of telephone and these are
documented within the insurance company’s computer database. There is a distinct
qualitative difference between telephone statements and claim and driver statements. For
example, company employees use specific insurance industry jargon and abbreviations such
as “insured vehicle” (IV) and “insured driver” (ID) whilst recording additional statements
of the claimants. Thus, statements may not be recorded precisely as the claimant provided.
The telephone records were nevertheless used in the quantitative analysis to obtain
additional information about the claims, however they were not utilised as data for the
qualitative analysis. All statements obtained from the company were entered into a dataset

so as to allow comparison between driver, claim and telephone statements.

Quantitative Analysis

Demographic variables such as age, sex, employment, location, history of prior claims and
alcohol/drug consumption were analysed. The mean age of claimants was 40 years (SD =
12.91). Almost 70 percent of the claimants were male. Sixty-five percent of claimants were
employed with pensioners/retirees accounting for over 12 percent. The majority (80
percent) of claimants had not committed any traffic related offences during the past five
years. However, almost one-third of claimants had a history of prior claiming for
theft/damage with insurance companies. Almost 85 percent had not consumed
alcohol/drugs before the theft of their vehicle with 10 percent of claimants admitting to

having consumed alcohol. Therefore, this sample of claimants was generally employed,
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middle-aged males who were free from intoxication and had good driving records.

Variables of the incident include day, time, place, witness and transport details.
Almost 60 percent of vehicles were stolen during the day with 10 percent of vehicles taken
during unknown periods (i.e. last seen during the day, claimant then discovered the vehicle
missing the next day). Half of the vehicles were stolen on weekdays (Monday to Thursday).
For the purpose of analysis, Friday was considered the weekend (Friday to Sunday) as
Friday night is often associated with attending social functions, restaurants, clubs, pubs,
etc). Saturday was the most common day for a vehicle to be stolen (25 percent), followed
by Monday (21 percent). Over 90 percent of the claimants reported the incident to police
within 24 hours and 85 percent reported to the insurance company within seven days of the
theft. Vehicles were more likely to be stolen from shopping centre car parks (55 percent)
than from a claimant’s residence (30 percent). An overview of the incident variables
suggests that vehicle theft was most likely to occur during the day, clustering around the
weekend and is reported promptly to police and the insurance company.

Analysis of the vehicle details suggests most vehicles stolen were Holden models
(38 percent), followed by Ford (19 percent). Most claimants maintain they locked their
vehicle prior to the theft (75 percent). Seventy percent of claimants had at least one or two
spare sets of keys for the vehicle in question. Spare keys were more likely to be kept in the
insured’s home or with another family member than with friends. Seventy percent of the
vehicles had been fitted with additional accessories such as CD players, air conditioning
and tinted windows.

Vehicle recovery analysis indicated that the majority of vehicles were recovered and
returned to the claimants however more than one-third of vehicles hadn’t been located at
the time of the study. Nearly one-third of the vehicles were damaged beyond repair as a
result of the theft. Of the 20 percent of vehicles discovered burnt out, almost one-half had

tyres and/or wheels removed. The average insured amount of these vehicles was almost

Lincoln, Wells and Petherick 14 Automobile Insurance Fraud



$6,500. Most claimants had not financed the vehicle with only 15 percent of vehicles being
financed for under $10,000. Eighty percent of vehicles stolen were regarded as low-value,
meaning they had more than 100,000 kilometres on the odometer, were valued at less than

$10,000 and were more than eight years old.

Qualitative analysis

Of the 32 files, 27 (80 percent) contained all three statements (i.e. driver, claim and
telephone statements). Therefore, the qualitative analysis is based on 27 files as 15 percent
of the files contained only a telephone statement. The lengthiest statement (i.e. number of
words used) was the driver statement (M = 76.7 words), followed by telephone (M = 56.6
words) and claim statements (M = 22.7 words). The driver statements contained on average
the greatest number of sentences (M = 5.4 sentences), followed by telephone (M = 3.2
sentences) and claim statements (M = 1.6 sentences).

Statement consistency was analysed as discrepancies or inconsistencies may
indicate fraud (Petherick, 2000). However, determining whether there was agreement
between driver and claim statements was difficult, as it involved subjective analysis of each
statement. To counterbalance this, statements were rated independently by each researcher.
Statement agreement refers to the degree of factual concurrence and consistency between
driver and claim statements (i.e. time periods correspond, location of incident is consistent).
Due to missing information, approximately 80 percent of the sample was analysed.

Examples of statement consistency are shown in Table 1.
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Driver Statement

Claim Statement

Parked car at 8.30am, had a coffee
before starting at 9am

Parked my car as normal at 8.30am had
a coffee before starting at 9am

I was in Woolworths approx 25 minutes
we came out to go home & car was gone
I then went to Coomera police station to
report car stolen

I went shopping came out car was gone
then went to Coomera police station

Car stolen whilst paying for petrol at the
service station

Filled car with petrol. When I returned
paying for it car had been taken

1.00pm Lunch Hungry Jack’s Burleigh
Town, followed by long walk Burleigh
Heads Esplanade and seat on
Broadwater watching world go by

6.00pm Home — parked car in parking

1.00pm Lunch Hungry Jack’s Burleigh
Town

2.30pm Long walk Burleigh Heads
Esplanade

6.00pm Home

bay in front of unit

Table 1: Consistency between driver and claim statement

Over 20 percent of the driver and claim statements did not adequately address the
events of the theft. For example, a claimant described particular roads, parking availability
and traffic flow yet failed to document the actual events of the theft (i.e. leaving the
restaurant, discovering vehicle missing, calling police, etc). Another claimant wrote: “back
to the parkground around 12-15pm. Around 12:45pm at the police office in Pacific Fair”.
The incident of discovering the vehicle missing was not described, nor were the immediate

actions following the event.

Statements were further analysed to determine if they adequately detailed a timeline
within the driver statement. The majority of such statements did so in accordance with the
insurance company’s directions and stipulated time periods without large portions of
unexplained absence. Only 10 percent of driver statements inadequately documented the 12
hours prior to the theft. Those inadequacies comprised not documenting time periods or
dates, a lack of detail (i.e. whether they were shopping, eating, sleeping etc) and shortness
of statement (i.e. less than the mean length of the driver statement). Examples include “in

bed asleep, stolen” and “went inside the house and it was gone”.
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Statement typology

A typology was developed to explain the different types of statements. At the very least, the
proposed typology provides a baseline for regular, non-fraudulent claims, as the sample
comprised more legitimate claims than suspect or fraudulent ones. Thus, the typology may
be useful in indicating a legitimate claim over a fraudulent one, not vice versa. It is not
restricted to fraud indicators; rather its aim is to encompass both fraudulent and non-
fraudulent behaviours. There are four major categories in the typology, explained in the

b1y

examples below and labelled “adequate”, “garrulous

29 <¢

reticent” and “phlegmatic”.

Adequate

Adequate statements meet the requirements of the insurance company as they are of
sufficient length and detail, including time periods, witnesses and the location. An example
of this is: “Parked car, removed keys, locked vehicle. Entered centre. Returned to car 8pm.
Gone. Contacted security, Centre management contacted police. Police arrived 9pm. Had
report of car fire in Stephens. Inspected car. Positive ID police returned me home”. This
statement 1s satisfactory as it details the relevant time periods and those individuals

involved in the case such as security and police.

Garrulous

Statements are considered garrulous if they are too descriptive, sensationalistic or
loquacious. Claimants may provide statements that contain too many adjectives and
emulate typical “television/Hollywood talk”. For example, a young male described the theft
of his vehicle as: “was told my car had been stolen by fellow employee, who pursued car
but feared for his own safety when he saw the criminals”. The claimant mentioned that a

“fellow employee saw suspicious people in the carpark [and] went to tell security”. The
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words used by the claimant (i.e. “pursued”, “criminal”, “suspicious” and “feared”) denote a
garrulous statement. This may indicate that the claimant is substituting actual experience of
loss with the vicarious experience of loss gained through entertainment media. Another
example of the garrulous category is “sat outside on swing seat having coffee and cigarettes
(don’t smoke in the house) ... had shower, ... went to the shop for milk, etc ... ate sausage
roll fed my son some custard, put my makeup on, packed nappy bags”. This particular
claimant described her day in miniscule detail and is somewhat loquacious in a
personalised, conversational-style. It should be noted in this style of claim that the claimant
often provides more detail about many aspects of their day but omits details about the

actual loss.

Reticent

Within the reticent category, claimants are evasive, ambiguous and circumventive when
describing the theft of an automobile. Unlike the phlegmatic category, reticent statements
do provide a reasonable amount of information. For example, a husband and wife who
dined at a restaurant mentioned “there were a lot of other cars parked there and plenty of
people around” and that they had “parked [the] car in amongst other cars”. This example is
indicative of those who avoid describing the incident of theft completely or are vague about
certain facts. An additional example includes: “went to workshop 8.15 morning [date]
loaded up went to apartments worked in unit 29 until 12.30. Back to w/shop. Left approx
3.30 went to ... locksmith’s p/up lock or van fitted lock in called in club”. Apart from the
fact that it is difficult to determine what exactly the claimant is describing (i.e. “w/shop”,
“p/up”, and “van fitted lock in called in club”), the statement evaded the incident of theft

altogether.
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Phlegmatic

For this category, claimants appear apathetic and non-committal about the incident in
question. They demonstrate indifference by providing statements that are too brief or lack
any detail. A phlegmatic statement does not provide specific time periods, dates and
location of the incident or the individuals involved. An example of such a statement
included “in bed asleep, stolen”. This particular statement did not discuss the time or day
the vehicle was stolen, nor the location of where the vehicle had been parked. Essentially,

phlegmatic statements are too brief to discern any details about the incident.

Combination of categories

Typologies should not be “rigid diagnostic classifications” of behaviour that are fixed or
static (Turvey, 2002, p. 323). Rather, behaviour is most often the combination of one or
more categories, especially over lengthy periods of time. The proposed categories may thus
be combined to form subtypes of claimant behaviour. In this sample there was evidence of
such combined types like “garrulous-reticent” and ‘““garrulous-adequate”. An example of a
“garrulous-reticent” statement is: “first stop Mitre 10, then to bead world etc etc etc around
4.30 getting late better go to car”’. Approximately four hours of the claimant’s day is
described only as “etc etc etc” as opposed to the descriptive detail offered about her
whereabouts prior to her shopping trip (example mentioned in garrulous category). An
example of a “garrulous-adequate” statement includes: “Arrive at Pacific Fair, where I
proceed straight to SthAve, jewellers and Diamond Boulevard to pinch a design that one of
my customers has seen”. The claimant adequately detailed time periods in his statement yet
provided superfluous information about replicating jewellery designs. Table 2 illustrates the

classification of the driver and claim statement sample according to the proposed typology.

Lincoln, Wells and Petherick 19 Automobile Insurance Fraud



Phlegmatic | Garrulous Reticent Adequate

Driver Statement 3 3 4 17
5 unavailable
Claim Statement 9 1 1 15

6 unavailable

Table 2: Statement typology of automobile insurance claims

In summary, automobile insurance statements may be categorised as one of the four
types proposed. Alternatively, a statement may include several elements of the above-
mentioned categories. This statement typology is based only on the automobile insurance
claims supplied by the insurance company. Thus, it is intended as a guide for further
research. Clearly, other factors may impinge on the type of statement provided by a
claimant. Personality and class factors may be implicated. For example, those who are
better educated may provide more detail and tradespeople may use abbreviations common
in their profession. While it would be preferable to obtain an exemplar to provide insurance
analysts with a baseline with which to compare statements, the nature of the industry and
the claim system does not make this possible. Finally, situational factors (such as lack of
time, minding children whilst writing at the claim centre) may also influence the style in

which claimants write their statements.
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Discussion

There are several criticisms of this study that should be addressed in order to advance
research in the area of automobile insurance fraud. Firstly, the relatively small sample size
of 32 files reduces external validity. Thus, the results should not be generalised to other
populations (i.e. different insurance companies or other regions/cities) until such a time as
further studies can be undertaken. The sample was also relatively narrow in terms of
focussing on theft as a type of automobile fraud along with a single geographic location.
The second limitation of this study is the inadequate number of suspected or proven cases
of automobile insurance fraud contain within the sample. An initial aim of this study was to
analyse fraudulent or suspect automobile insurance cases, though this did not eventuate.
Although such files remain accessible, time and resource restraints did not permit further
analysis. Therefore, the initial objective of analysing fraudulent cases has in turn become an
exercise in analysing mostly non-fraudulent, legitimate automobile insurance files.
Therefore the results obtained from the quantitative and qualitative analysis are more likely
to indicate non-fraudulent than fraudulent behaviour.

Nevertheless, it is suggested that this study is invaluable to the area of automobile
insurance fraud for several reasons. This research is perhaps one of the first attempts at
combining established academic literature with actual automobile insurance claims.
Although researchers have previously analysed statements for the purpose of detecting
deception (Petherick, 2000), the analysis of automobile insurance claims is somewhat
unique. Secondly, the proposed statement typology is an innovative attempt to categorise

2 (13

statements as ‘“adequate”, “garrulous” “reticent” or “phlegmatic”. The rationale for
introducing such a typology is to enhance the current literature pertaining to the analysis of

claimant’s writing styles.
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Recommendations

From the analysis of the files, there are several recommendations that may be taken into
consideration in order to reduce the investigative process and better prevent automobile
insurance fraud. Firstly, the results from the qualitative analysis suggest the majority of the
claimants were not utilising the full space provided by the insurance company in the driver
statement. This may not be the fault of the claimant; rather, verbal instructions given by the
company’s employees may be difficult to interpret. For example, explaining to a claimant
“just write down what happened in the last 12 hours” may have a different connotation than
“make sure you provide a clear explanation about what you were doing before the incident,
taking care to specify exactly what happened when you discovered the vehicle stolen”. The
latter instruction reinforces the importance of the claimant providing a detailed description
of the events.

A second recommendation is to discourage the insurance company’s employees
from writing additional statements on the claimants’ forms in their own handwriting. It is
argued that this may alter the claimant’s description of events. A third recommendation is
that all files need to be complete so that future analysis of the local insurance company’s
claims files can be conducted. For example, some statements, registration details, tow truck
records and repair receipts were missing from the files. Missing or incomplete information
is impossible to analyse, thus administrative improvements may be of importance.

A fourth recommendation is that the literature provided to the claimants by the
insurance company should be further analysed. Situational factors such as the company’s
claim forms describing an automobile as a “vehicle” may influence a claimant’s writing
style. Suggestibility of terms such as “vehicle”, “theft” and “residence” may play a

significant role in statement construction and word choice of claimants. Perhaps one way to
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overcome this would be to direct the claimant to provide a sequence of events “in their own
words”. In addition to this, situational variables such as excessive noise, interruptions by
insurance company employees or uncomfortable writing environments may influence the
quality of the statement.

Finally, insurance companies do operate in a competitive commercial environment
and must be considerate to their clients. However, given that the average claim in this
sample is $6,500, it is not unreasonable for insurance companies to request statements that
provide more detail from their claimants. A recommendation would be to ensure all
claimants are providing statements of adequate length and detail. This in turn could reduce
the investigative process so that employees do not have to contact claimants to verify dates,

times, locations and other critical information.
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Conclusion

The findings suggest that claimants were generally employed, middle-aged males who were
sober and had good driving records. Vehicle theft was most likely to occur during the day,
clustering around the weekend. Vehicles were more likely to be stolen from a shopping
centre car park than from an insured’s residence. A majority of the claimants reported the
theft to the police and the insurance company promptly. Most vehicles had been fitted with
additional accessories, and were more likely to be Holden or Ford models. The sample
comprised mostly low-valued vehicles with an average insured amount of $6,500.

This exploratory study has gone some way toward identifying clusters of claiming
behaviour, however the research is by no means exhaustive. It is anticipated that future
research will resolve the current lack of Australian research in relation to statement analysis
and “red flags” of automobile insurance fraud. In relation to statement analysis of insurance
claims, there are several considerations that require further research. This includes the
emotive content of reporting a vehicle stolen. Individuals who have owned a vehicle for
many years, who have restored it or paid a substantial amount of money, may be sensitive
and thus use possessive-type phrases to denote ownership. For example, using terms such
as “my car” as opposed to “the vehicle” and “parked at my house” instead of “located at the
residence” is perhaps in accordance with an emotive, possessive-style of language.

Secondly, the utility of “red flag” systems should be researched. Insurance
companies who utilise “red flags™ or fraud indicators ought to examine whether such fraud
detection models are a valid and reliable measure of the probability of fraud. Current trends
relating to vehicle theft, improved technology and the increasing costs of automobile
insurance may have altered fraudulent, offending behaviours. Thus, it is necessary to

ensure knowledge of fraudulent practices is current so as to improve existing “red flag”
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models and to prevent automobile insurance fraud. In the present study, the proportion of
suspect or fraudulent claims was too small to allow comparative analysis with “honest”
insurance claims.

Thirdly, an important aspect to research is public attitudes to insurance fraud so as
to better inform insurance companies about the way in which their clientele perceives
fraud. Studying public attitudes may explain why people commit fraud and why they
refrain from such activities, how attitudes influence legislation and law enforcement, and
the manner in which insurance companies can improve their services in an effort to prevent
insurance fraud (Insurance Council of Australia, 1993; Jay, 1997; Kang, 2001).

An important concept that is inadequately addressed in the literature is why people
do not commit fraud. Motivation for compliance is perhaps an area insurance companies
should research, given that they may wish to ensure their clientele are honest and
trustworthy (Sanderson and Darley, 2002). Insurance fraud is one of the most costly
property crimes (Osterburg and Ward, 2000), thus understanding its motivations may
permit criminologists and law enforcement personnel a better understanding on how to
investigate, prevent and control fraud. In summary, the incidence and prevalence of
automobile insurance fraud is cause for concern, given the high rate of victimisation of
insurance policyholders. Thus, it is imperative criminologists and the insurance industry
collaborates more frequently to ensure a better understanding of fraudulent behaviour so as

to improve current preventative and detection practices.
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Appendix: Code Book

Demographic Details
Number Percentage

Age of driver
Average 39.97 yrs
Sex of driver
Male 22 68.7
Female 10 31.3
Employed
Yes 21 65.6
No 2 6.2
Retired/pensioner 4 12.5
Student 1 3.1
Not specified 4 12.5
Postcode of insured’s address
Oxenford 1 3.1
Carrara, Nerang 4 12.5
Helensvale 1 3.1
Worongary, Mudgeeraba 1 3.1
Arundel, Parkwood 1 3.1
Labrador 4 12.5
Runaway Bay, Paradise Point 2 6.2
Main Beach, Surfers Paradise 5 15.6
Broadbeach, Mermaid, Nobby 2 6.2
West Burleigh 0 0.0
Burleigh, Miami 1 3.1
Elanora, Palm Beach 4 12.5
Other 4 12.5
Not specified/available 2 6.2
Traffic offences in the past five years
Yes 6 18.8
No 26 81.2
Claims of theft or damage in the past five years
Yes 9 28.1
No 17 53.1
Not specified 6 18.8
Consumption of alcohol/drugs
Yes 3 9.4
No 27 84.4
Not specified 2 6.2
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Theft occurred day/night

Incident Details

Day 19 59.4
Night 10 31.2
Day/Night (overnight) 3 094
Day theft occurred

Monday 7 21.9
Tuesday 3 94
Wednesday 4 12.5
Thursday 2 6.2
Friday 4 12.5
Saturday 8 25.0
Sunday 4 12.5
Date claim form filled in

Same day 8 25.0
Next day 7 21.9
Two days after 5 15.6
Within seven days 8 25.0
Other 2 6.2
Not specified 2 6.2
Insured reported incident to police

Yes 32 100
No 0 0
Date reported to police

Same day 29 90.6
Next day 3 9.4
Witnesses to theft

Yes 8 28.1
No 21 65.6
Not specified 3 9.3
Type of witnesses

Family 2 6.3
Friends 1 3.1
Other 8 25.0
Not specified/applicable 21 65.6
Location where vehicle stolen from

Residence: driveway 3 94
Residence: garage 3 9.4
Residence: street 3 9.4
Street 2 6.2
Car park: work related 3 9.4
Car park: shopping 10 31.2
Car park: other 5 15.6
Other 0 0.0
Not specified 3 9.4
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Vehicle stolen from pacific fair

Yes 6 18.7
No 23 71.9
Not specified 3 94
Personal items stolen
Yes 13 40.6
No 5 15.6
Not specified 14 43.8
Transportation after theft
Already at home 9 28.1
Taxi 2 6.2
Walked 3 9.4
Family member 6 18.8
Friend 4 12.5
Police 2 6.2
Other 2 6.2
Not specified 4 12.5
Insured asleep prior to theft
Yes 9 28.1
No 22 68.8
Not specified 1 3.1
Individual driving vehicle at time of theft
Insured 27 84.4
Insured partner 2 6.3
Insured child 1 3.1
Other 1 3.1
Not specified 1 3.1
Passenger in vehicle prior to theft
Yes 9 28.1
No 18 56.3
Not specified 5 15.6
Vehicle Description
Year of vehicle
1975 -1979 2 6.3
1980 - 1984 7 21.9
1985 - 1989 10 31.2
1990 - 1994 8 25.0
1995 - 1999 5 15.6
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Vehicle model

Toyota 4 12.5
Holden 12 37.5
Ford 6 18.7
Nissan 1 3.1
Mazda 4 12.5
Mitsubishi 2 6.2
Daihatsu 2 6.2
Yamaha 1 3.1
Odometer reading

Average 141,250

Keys to vehicle

1 key 10 313
2 keys 13 40.6
3 keys 5 15.6
Not specified 4 12.5
Spare keys to vehicle

Insured 20 62.6
Insured’s partner 6 12.5
Insured’s child 1 3.1
Another relative 0 0.0
Friend 0 0.0
Not specified 5 15.6
Accessories fitted to vehicle

Yes 22 68.8
No 8 25.0
Not specified 2 6.2
Type of accessories fitted

CD player, speaker 9 28.1
Immobiliser/alarm 0 0.0
Different wheels 4 12.5
Tinted windows 1 3.1
Air conditioning 5 15.6
Sunroof, roof rack, tow bar 1 3.2
Other 2 6.2
Not specified 2 6.2
Not applicable 8 25.0
Vehicle advertised for sale

Yes 0 0.0
No 5 15.6
Not specified 27 84.4
Vehicle locked

Yes 24 75.0
No 4 12.5
Not specified 4 12.5
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Burglar alarm

Yes 4 12.5
No 25 78.1
Not specified 3 9.4
Burglar alarm activated
Yes 2 6.2
No 2 6.2
Not specified 3 94
Not applicable 25 78.2
Immobiliser
Yes 5 15.6
No 22 68.8
Not specified 5 15.6
Insurance and financial details
Amount vehicle insured for
Average $6488.12
Vehicle financed
Yes 5 15.6
No 26 81.3
Not specified 1 3.1
Vehicle leased
Yes 0 0.0
No 31 96.9
Not specified 1 3.1
Vehicle hire purchase
Yes 0 0.0
No 31 96.9
Not specified 1 3.1
Insured used hire car
Yes 13 40.6
No 1 3.1
Not specified 18 56.3
Claimant paid out
Yes 22 68.8
No 9 28.1
Not specified 1 3.1
Theft of a low-value vehicle
Yes 25 78.1
No 7 21.9
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Vehicle recovered

Vehicle Recovery Details

Yes 21 65.6
No 10 31.3
Not specified 1 3.1
Postcode of vehicle location

Oxenford 1 3.1
Carrara, Nerang 1 3.1
Helensvale 0 0.0
Worongary, Mudgeeraba 2 6.2
Arundel, Parkwood 0 0.0
Labrador 2 6.2
Runaway Bay, Paradise Point 1 3.1
Main Beach, Surfers Paradise 2 6.2
Broadbeach, Mermaid, Nobby 2 6.2
West Burleigh 1 3.1
Burleigh, Miami 1 3.1
Elanora, Palm Beach 1 3.1
Other 7 21.9
Not specified/available 11 34.4
Vehicle burnt out

Yes 6 18.7
No 14 43.8
Not specified 4 12.5
Not applicable 8 25.0
Vehicle “write off”’

Yes 11 34.4
No 9 28.1
Not specified 4 12.5
Not applicable 8 25.0
Vehicle driveable

Yes 6 18.8
No 14 43.7
Not specified 5 15.6
Not applicable 7 21.9
Tyres stolen

Yes 3 9.4
No 11 344
Not specified 10 31.2
Not applicable 8 25.0
Wheels stolen

Yes 3 9.4
No 11 34.4
Not specified 10 31.2
Not applicable 8 25.0
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Quantity of statements

Variables

1 statement 5 16.6
2 statements 2 6.3
3 statements 25 78.1
Longest statement

Driver statement 20 62.5
Claim statement 0 0.0
Phone statement 12 37.5
Driver statement length

Average 76.7

Claim statement length

Average 22.7

Phone statement length

Average 56.6

Quantity of sentences: driver

Average 5.4

Quantity of sentences: claim

Average 1.6

Quantity of sentences: phone

Average 3.2

Average word length of driver statement

Average 19.7

Average word length of claim statement

Average 15.2

Average word length of phone statement

Average 19.1

Agreement between statements

Total agreement 21 65.6
Moderate agreement 3 9.4
Slight variations 1 3.1
Total variations 0 0.0
Not able to compare 7 21.9
Claimant evaded theft: driver

Yes 7 21.9
No 20 62.5
Not applicable/available 5 15.6
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Claimant evaded theft: claim

Yes 7 21.9
No 19 59.4
Not applicable/available 6 18.7
The term “stolen” used in driver statement

Yes 6 18.8
No 21 65.6
Not applicable/available 5 15.6
The term “‘stolen’ used in claim statement

Yes 4 12.5
No 22 88.8
Not applicable/available 6 18.7
The term “gone’ used in driver statement

Yes 6 18.8
No 21 65.6
Not applicable/available 5 15.6
The term “gone’ used in claim statement

Yes 11 34.4
No 15 46.9
Not applicable/available 6 18.7
The term “‘car’ used in driver statement

Yes 22 68.8
No 5 15.6
Not applicable/available 5 15.6
The term “‘car” used in claim statement

Yes 16 50.0
No 10 31.2
Not applicable/available 6 18.8
The term “vehicle” used in driver statement

Yes 6 18.8
No 21 65.6
Not applicable/available 5 15.6
The term “‘vehicle’ used in claim statement

Yes 7 21.9
No 19 59.4
Not applicable/available 6 18.7
Timeline appropriate for driver statement

Yes, detailed 7 21.9
Yes, adequate 17 53.1
No 3 09.4
Not applicable/available 5 15.6
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Witnesses mentioned in driver statement

Yes 4 12.5
No 23 71.9
Not applicable/available 5 15.6
Witnesses mentioned in claim statement

Yes 2 6.2
No 24 75.0
Not applicable/available 6 18.8
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