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When fraud takes root inside programs meant to protect the vulnerable, it doesn’t stay

small or quiet. It spreads, corroding public trust, and ultimately putting the future of those

programs at risk. That’s why Minnesota’s recent wave of social services fraud should be a

warning sign for policymakers who want strong social programs everywhere: if we don’t

take real fraud seriously and fix the vulnerabilities that enable it, the fraud will metastasize

into a much bigger policy and political problem.

Over the past five years, criminal fraud networks exploited Minnesota’s social services. As a

result, federal prosecutors say more than $1 billion has been stolen across three major

plots.  The scandal first burst into public view in 2022 with the pandemic-era “Feeding

Our Future” case, in which federal prosecutors alleged providers billed for meals for tens of

thousands of children that largely were never served. Since then, prosecutors in 2025

uncovered additional schemes. One involves a housing support program where providers

allegedly billed government programs for services not delivered. In another, an autism

therapy scheme involving false certifications resulted in millions of dollars lost.

Policymakers who support a strong federal safety net need to ensure those vital programs

are working as intended. This memo explains that systemic vulnerabilities can create a

target-rich environment for sophisticated fraud. We then offer “do’s” and “do nots” to better

prevent fraud with prescribed guardrails that strengthen the integrity of public programs

without resorting to blunt “crackdowns” or politically-motivated overreach. 

Systemic Issues Left Minnesota
Vulnerable to Fraud
A few key conditions contributed to fraud in Minnesota’s social services programs:

Rapid expansion of spending programs and the corresponding providers of services

Pressure to prioritize access to benefits and speed of delivery

Verification that happened after payment

Oversight capacity that didn’t scale with program growth

Fragmented accountability across agencies and contractors.

State legislative audits identified high fraud risk and inadequate quality controls, including

a grant-making state agency not keeping records of site visits.  Some of the issues were

long-standing and had been flagged as early as 2003.

Federal prosecutions in the Biden Administration uncovered large and sophisticated fraud

networks. In the case of Feeding Our Future, a nonprofit claimed to serve meals to children,
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but there was minimal verification of meal counts and site activity. Investigators later found

that one location claimed 6,000 meals a day when actual attendance averaged around

40.  The owners of the feeding sites claimed to serve nearly 90 million meals between

2020 and 2021, and the weak oversight environment allowed fraud to continue for

years.  Fraud in that case could exceed $350 million.

The structure of federally-supported human services programs allowed for gaps that

fraudsters exploited. In the case of the Housing Stabilization Services (HSS), which was

created in 2020 as a Medicaid benefit to help seniors and people with disabilities find and

maintain housing, some companies signed up people in treatment facilities without

actually providing meaningful housing help.  Two defendants came from out of state after

hearing the program was “easy money,” suggesting that low barriers to enrollment and

weak documentation standards contributed to “fraud tourism.”  In the case of the autism

services fraud, incentives were tied to the volume of billable services, leading providers to

enroll more children and generate more claims to profit from.

Experts flag that “Pay-first, verify-later” reimbursement models may have been a core

vulnerability. Millions of dollars were paid out for fraudulent autism services that were not

delivered, or in the case of one provider, were delivered by unqualified 18- and 19-year-old

workers. These three major fraud stories in Minnesota all involved the government

paying out funds largely based on self-reported claims without independent verification.

Lessons to Limit Fraud
Minnesota offers a number of lessons for lawmakers and others looking to strengthen

federal programs. Specifically, here are six things that policymakers should do to limit

fraud:

1. Stronger pre-payment verification for federally funded programs. Policymakers

should require baseline pre-payment eligibility checks and provider verification, such

as licensing validation, ownership transparency, and conflict-of-interest checks.

Appropriations bills could provide funds with conditions that states must certify pre-

payment controls are in place. They could also withhold funding so that states are paid

when guidelines are met.

2. Tighter eligibility checks. States should have higher scrutiny for new providers or

providers deemed high risk.

3. Redesign reimbursement structures. Policymakers should require Government

Accountability Office (GAO) or Office of Inspector General (OIG) reviews of

reimbursement models across states and require agencies to publish improper

payment vulnerability assessments that examine how programs might attract bad
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actors or misspend funds. Policymakers could then suggest that states maintain

minimum staffing or capacity benchmarks relative to program size.

4. Tie federal funding to minimum state oversight standards and apply to all states.

Policymakers should tie a portion of funding to implementation of audit

recommendations and mandate risk assessments when programs expand rapidly.

Appropriations bills should set aside funds specifically for program integrity and

oversight functions, requiring agencies to report how much funding is spent on

oversight compared to benefits, and require annual reporting on payment error rates

as a funding condition.

5. Increase federal audit authority or conditional funding triggers. Policymakers

should require states to submit corrective action plans following adverse audits as a

condition of continued participation and clarify federal authority to intervene when

states fail to address known risks.

6. Enhance whistleblower protections tied to federal funds. Federal whistleblower

protections should be extended for state employees and contractors administering

federal funds. Policymakers should suggest states maintain independent reporting

channels tied to federal agencies and mandate anti-retaliation certifications tied to

funding eligibility. Appropriations bills should further condition funds on

whistleblower protection policies and training and fund independent ombuds or

compliance offices.

In addition, there are three things that policymakers should not do:

1. DO NOT ignore the fact that fraud harms trust and makes it harder to fund

programs meant for people in need. Waste, fraud, and abuse are real problems in

federal social safety net programs. There are billions of dollars in improper payments

every year.  When the government loses trust from the public that taxpayer dollars

are being spent responsibly, and voters believe that every program is fraudulent, it

makes it easier for those who want to actually limit or cut these programs to argue for

funding cuts.

2. DO NOT undermine the social safety net with crackdowns that punish legitimate

beneficiaries and providers of services. The Trump Administration has reacted to

fraud in Minnesota by claiming rampant fraud in states controlled by

Democrats.  These claims are being used to wage partisan warfare in the name of

good government.  But in doing so, the victims are not national—or state-elected—

officials, but the taxpayers on the ground who deserve these government services.

3. DO NOT rely on permanent pay-and-chase models of fraud crackdown. It is far

better to stop fraud before it happens rather than spend time, energy, and money to
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get the funds back. Policymakers should be spending their efforts on prevention.

Research has shown that increasing lawful compliance and deterring fraud could yield

savings that are at least twice as large as merely “paying and chasing.”  It is possible

with the right tools.
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ENDNOTES
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and later housing stabilization and autism services schemes. Confirmed losses

in individual cases are smaller, but authorities have consistently characterized

these prosecutions as uncovering only a subset of broader fraud networks.
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