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Federal regulators have aggressively prosecuted health care fraud
since the early 1990s, leading to billions of dollars in financial
recoveries. Nearly all major cases today are qui tam actions, involv-
ing whistleblowers with inside knowledge of the allegedly illegal
schemes. This article documents the outcomes of major enforce-
ment actions and describe the schemes, defendants, and whistle-
blowers involved. The authors obtained an inventory of unsealed
federal qui tam litigation targeting health care fraud that was
resolved between 1996 and 2005 from the U.S. Department of
Justice and gathered further information from publicly available
sources. Among 379 cases, $9.3 billion was recovered, with more

than $1.0 billion paid to whistleblowers. Case frequency peaked in
2001, but annual recoveries increased sharply from 2002 to 2005.
Whistleblowers were frequently executives or physicians, and 75%
were employees of defendant organizations. The 13 (4%) cases
against pharmaceutical companies accounted for $3.6 billion (39%)
of total recoveries. This study illuminates the scope and character-
istics of qui tam fraud litigation and the whistleblowers who ani-
mate this important tool for addressing waste in the health care
sector.
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Increasing health care costs and financial strains on
public insurance programs have highlighted the need

to improve efficiency (1, 2) and reduce waste (3, 4) in
health care delivery. One direct way to achieve these
goals is by combating fraud and abuse, which encom-
passes financial misconduct associated with payment for
health care services (5). The government has estimated
that fraud may account for 10% of health care expen-
ditures (6), although the empirical foundations of this
figure are weak (7). Some commentators contend that
losses are greater (8).

In the 1990s, the U.S. Department of Justice (DOJ)
ramped up efforts to combat health care fraud (9, 10),
focusing on false claims to the Medicare and Medicaid
programs in particular (11). The volume of litigation
and financial recoveries related to health care grew
quickly (12). Much of this growth occurred among qui
tam actions— enforcement actions initiated by whistle-
blowers who are private citizens with inside knowledge
of the alleged fraud (13). By 2005, 90% of new health
care fraud enforcement actions were initiated by
whistleblowers (14, 15).

The illicit nature of health care fraud impedes re-
search into its prevalence and cost. Few studies are avail-
able beyond descriptions of individual cases (16 –19),
analysis of the legal issues (20, 21), and investigations of
specific organizational patterns of behavior (22). Sum-
mary statistics available in government reports aggregate
recoveries by year, rather than linking them to particular
cases (23). We compiled and analyzed information on
the major U.S. health care fraud enforcement actions

from 1996 to 2005, focusing on federal qui tam cases.
Our objectives were to describe the case outcomes, as
well as the fraudulent activities, defendants, and whistle-
blowers involved.

BACKGROUND: THE FALSE CLAIMS ACT AND QUI TAM

ACTIONS

The centerpiece of antifraud regulation is the federal
False Claims Act (FCA). The FCA dates from the Civil
War era and prohibits the “knowing” submission of false
claims or statements to the government, which can include
reckless ignorance or disregard of the truth (24). Violators
face fines of $5500 to $11 000 per claim plus 3 times the
damages incurred (25). The FCA has also been deployed to
tackle kickbacks and illegal marketing (11).

Amendments to the FCA in 1986 served to enhance
the identification of fraud by making it easier—and poten-
tially more lucrative—for private citizen whistleblowers to
bring qui tam actions. Qui tam is an abbreviation of a Latin
expression meaning “he who sues for the King as well as for
himself.” After a whistleblower files a sealed complaint in
federal court, the DOJ investigates the allegations, often in
conjunction with other interested agencies. The DOJ may
then elect to “intervene” and assume a lead role in the
enforcement action. The DOJ generally intervenes when
the evidence supports the allegations. If the government
decides not to intervene, the case may remain sealed and is
often dismissed.

Almost all cases with DOJ intervention result in judg-
ments against or settlements with the defendant. This re-
flects both the DOJ’s prosecutorial clout and the thor-
oughness of the investigations. Whistleblowers receive 15%
to 25% of the recovery. If the government does not inter-
vene, whistleblowers may press forward alone and retain
25% to 30%. In practice, however, solo actions rarely re-
sult in substantial recoveries (26).
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METHODS

Data Collection
On the basis of a search of their litigation archives,

officials in the DOJ’s Civil Division provided us with a list
of cases that involved health care goods or services, origi-
nated from whistleblowers, were intervened on by the
DOJ, were pursued under the FCA, and were closed be-
tween 1 January 1996 and 31 December 2005. To ensure
completeness, we cross-checked the list with data compiled
by Taxpayers Against Fraud (Washington, DC), a nongov-
ernment organization that tracks federal fraud actions.

We gathered details on each enforcement action from
publicly available sources. Major settlements and judg-
ments are usually publicized by the DOJ itself and main-
stream media outlets. We searched DOJ press releases (27)
and published settlement agreements (28), judgments and
settlements recorded in Westlaw (Eagan, Minnesota), and
press and electronic media reports in Lexis-Nexis (Dayton,
Ohio). Data were corroborated, where possible, across sev-
eral sources.

Litigation Outcomes
The DOJ provided closure dates and federal recovery

amounts associated with each case. Information we gath-
ered included other penalties imposed, such as criminal
charges, together with information on the value of state
government recoveries and criminal fines. We also sought
the amounts assigned to whistleblowers. We calculated an-
nual case frequency and total financial recovery, converted
to 2005 U.S. dollars (29).

Classification of Fraudulent Schemes, Defendants, and
Whistleblowers

We classified the alleged fraud in each case into 4
nonmutually exclusive categories: improper billing; illegal
marketing of the product or service, including off-label
marketing of prescription drugs or devices; inappropriate
financial relationships, including kickbacks; and misuse of
government funds (for research or nonresearch purposes).
We further sorted billing-related fraud into 7 nonmutually
exclusive subcategories: upcoding (billing the government
for more complex or expensive products or services than
actually provided); unbundling (separating products or ser-
vices that should have generated 1 claim for reimbursement
into several claims); phantom billing (claims for products
or services not provided); falsifying documentation; inflat-
ing prices; providing medically unnecessary products or
services; and providing ineffective products or below-
standard services.

We classified defendants according to the products or
services they delivered and whether they were for-profit or
nonprofit entities. We classified whistleblowers according
to their professional role and whether they were internal
employees, as opposed to external to the defendant organi-
zation (for example, a physician who sent specimens to a
laboratory services company that was later investigated for
fraudulent billing).

The DOJ list reflected separate enforcement actions
pursued by the agency. We referred to these as “cases” for
our analysis. However, some schemes spawned many en-
forcement actions, involved several whistleblowers or de-
fendants, or resulted in several settlements. Our analysis of
fraud types was at the scheme level, counting each scheme
once, even if it produced more than 1 case. Our analysis of
defendants counted individual defendants associated with
each scheme. For example, fraudulent activity involving 2
hospitals and a billing company resulting in 1 settlement
with the hospitals and a second (separate) settlement with
the billing company was treated as 2 cases, 1 scheme, and 3
defendants (2 in the hospital category and 1 in the billing
company category). The counting convention for whistle-
blowers followed the approach taken with defendants.

RESULTS

From 1996 to 2005, the DOJ closed 379 health care
fraud cases worth $9.3 billion. The average recovery was
$24.5 million (interquartile range [IQR], $16.1 million to
$32.9 million). Seventy-seven percent ($7.2 billion) was
returned to the federal government in civil fines and dam-
ages, and 9% ($861 million) was returned to state govern-
ments. Criminal charges in at least 75 cases led to an ad-
ditional $1.2 billion in fines.

Case volume peaked in 2001 and declined thereafter
(Figure). However, total recoveries increased sharply from
2002 to 2005 because of an increase in the average recov-
ery amount per case. Table 1 describes the largest settle-
ment against each of the 12 main defendant types.

Whistleblowers and Fraudulent Activity
Whistleblower recoveries averaged $3.6 million (IQR,

$2.1 to $5.1 million), and approximately $1 billion was
returned to whistleblowers. This total is an underestimate
because it is based on the 72% (274 of 379) of cases with
available information. Whistleblowers came from various
professional backgrounds (Table 2). The leading roles were
executives and physicians. Among those whose affiliation

Figure. Trends in the annual frequency and recovery value of
federal qui tam enforcement actions targeting health care
fraud, 1996 to 2005.
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Table 1. Largest Fraud Recovery against Each Type of Defendant Organization

Defendant Organization (Type) Case Closure Date Total
Recovery,
million $*

Alleged Fraud Whistleblower Whistleblower
Recovery,
million $

TAP Pharmaceutical Products,
Lake Forest, IL (pharmaceutical
manufacturer)

December 2001 875.0 Overcharging for leuprolide.
TAP provided the drug to
urologists free or at heavily
discounted prices and
encouraged urologists to bill
Medicare at a higher price.
Difference between the
discounted price and
Medicare reimbursement rate
marketed as an inducement
to prescribe.

A urologist-administrator at
a private health insurer,
the insurer itself, and a
vice president of sales at
TAP

95.0

Hospital Corporation of America,
Nashville, TN (health system)

August 2001 840.0 Claims for medically
unnecessary laboratory
services, upcoding,
marketing, and advertising
costs disguised as
“community education”;
nonreimbursable costs
incurred in the purchase of
home health agencies; and
billing for home health visits
that were medically
unnecessary or not done.

Several, including
executives, 2 physicians,
and an internal financial
auditor

71.5

SmithKline Beecham Clinical
Laboratory, Collegeville, PA
(laboratory services provider)

February 1997 334.0 Bundled standard blood tests
with additional tests.
Physicians ordered additional
tests only because they were
marketed as a package with
other tests judged medically
necessary. Laboratory then
unbundled tests for billing
purposes.

A billing-systems employee,
a pathologist-
administrator, 2 sales
representatives, and a
third-party attorney

54.0

HealthSouth, Birmingham, AL
(long-term care facility chain)

December 2004 325.0 Improper reimbursement
claims, including claims for
excessive units of therapy,
services provided by
unlicensed providers, services
not part of a properly
certified plan of care, and
medically unnecessary
admissions. Submitted
unallowable costs (e.g.,
skilled labor added to the
prices of products and
entertainment and travel
costs for meeting at Walt
Disney World Resort).

2 patients, an accountant,
a third-party accounting
firm, and 2 others

13.2

Blue Cross Blue Shield of Illinois,
Chicago, IL (managed care
organization)

July 1998 137.5 Falsified records for physicians’
office visits charged to
Medicare and failed to apply
correct billing rules to
submitted claims. Shredded
10 000 unprocessed claims
to back assertion that they
were never received.

Former mailroom
supervisor and her
attorney

29.1

Redding Hospital, Redding, CA
(hospital)

August 2003 63.0 Physicians did medically
unnecessary cardiac
procedures and submitted
false claims for them.

An internist, a patient, and
a third-party accountant

9.9

Lifescan, Milpitas, CA (durable
medical equipment company)††

December 2000 60.2 Marketed a misbranded and
adulterated medical device
(SureStep, a blood glucose
monitoring system) that had
design flaws concealed from
the. U.S. Food and Drug
Administration. Submitted
claims for reimbursement for
the product.

2 employees: a pathologist
(former director of
research) and a
chemist-executive

6.3
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with the defendant was publicly reported (226 of 339),
approximately three quarters were internal employees.

Among the 86% (188 of 218) of cases in which we
could classify the type of fraud, health-related services were
more than 3 times as likely as medical products to be in-
volved. Billing fraud was most common, particularly bill-
ing for medically unnecessary services, falsifying documen-
tation, and billing for services not provided (Table 2).

Defendants
Nearly two thirds (224 of 352) of the defendants were

directly involved in health care delivery (Table 3). Hospi-
tals (29%) and physician practices (14%) were the leading
types, followed by billing companies (9%) and health sys-
tems (8%). More than half (57% [16 of 28]) of the defen-
dant health systems and one third (33% [34 of 103]) of the
hospitals were for-profit entities.

Despite making up only 4% (13 of 352) of defen-
dants, pharmaceutical manufacturers accounted for 39%
($3.6 billion) of total recoveries, averaging $257 million
per recovery. Health care systems accounted for 21% ($1.9

billion) of total recoveries, averaging $50 million per recov-
ery. Conversely, nearly one third of cases named hospitals
as defendants, but settlements and judgments against them
accounted for only 3% ($270 million) of total recoveries at
an average of $2.1 million per recovery. Table 4 describes
several recent cases involving hospitals, medical practices,
and physicians.

In addition, the profile of defendants changed over
time. Earlier in the study, laboratory service providers, hos-
pitals, durable medical equipment, and physician groups
predominated. By the end of the study, billing organiza-
tions and pharmaceutical manufacturers made up nearly
25% of cases.

Discussion
This study describes the characteristics and outcomes

of federal enforcement actions for health care fraud during
the past decade. Among the 379 cases, the most common
targets were provider organizations and billing practices,
particularly for false documentation and billing for medi-

Table 1—Continued

Defendant Organization (Type) Case Closure Date Total
Recovery,
million $*

Alleged Fraud Whistleblower Whistleblower
Recovery,
million $

Tenet Home Care, Dallas, TX
(home health care provider)

July 2002 29.0 False claims for reimbursement
pertaining to services not
rendered or rendered by
unlicensed personnel. Claims
based on insufficient, forged,
or missing documents.
Capital-related operating
costs were misallocated.
Unallowable fees from a
related company were
submitted, and the nature of
the relationship with that
company was not disclosed.

Nurse-employee 4.0

American Medical Response,
Greenwood Village, CO
(ambulance company)

June 2002 20.0 False claims for transportation
not medically necessary.
Patients reported to be
confined to bed, but there
was no evidence to support
the statement or that the
company knew patients were
ambulatory. Signatures of
physicians or nurses on claim
forms were forged by using
such names as “Donald
Duck.”

2 employees in the billing
department

3.8

Emergency Physicians Billing
Services, Oklahoma City, OK
(billing company)

October 1997 15.0 Upcoded claims, billing for
more extensive services than
those provided.

Nurse-employee 3.2

Eckerd, Largo, FL (pharmacy
chain)

June 2002 10.7 Dispensed partial prescriptions
but billed for full
prescriptions.

Pharmacist-employee 0.9

Oncology Associates, State
College, PA (physician practice)

October 2003 10.0 Claims for reimbursement for
radiation oncology services
not provided and services
that were unnecessary.
Misrepresented services
rendered to obtain higher
and double reimbursements.

Radiation-oncologist
employee

1.7

* Total recovery includes criminal fines and non-qui tam–related recoveries linked to the same cases.
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cally unnecessary services. However, the complexion of the
litigation changed after 2002. The frequency of cases de-
creased, but total and average recovery amounts increased
sharply, primarily because of a series of massive recoveries
against a relatively late addition to the cast of defendants—
pharmaceutical manufacturers.

A striking feature of the enforcement actions against
pharmaceutical manufacturers is their average dollar value.
Although only 4% (13 of 352) of the sample, they ac-
counted for nearly 40% of the total monetary recovery.
Part of the explanation for their high value relates to mar-
ket size. Because most pharmaceutical manufacturers have
national operations and damages are calculated on a per-
claim basis, there may be huge multipliers on fraudulent
practices in this sector. The most common type of scheme
attacked in these cases was improper billing that led
government payers, such as Medicaid, to overpay for
prescription drugs by artificially inflating the “best

price” the manufacturer offered to other purchasers. An-
other common scheme was improper marketing of pre-
scription drugs for uses not approved by the U.S. Food
and Drug Administration.

Since the late 1990s, enforcement actions against both
pharmaceutical manufacturers and medical billing compa-
nies have become more common. Substantial increases in
spending on prescription drugs and greater outsourcing to
billing companies occurred during the same period. Fraud
and abuse may be heightened during periods of rapid mar-
ket expansion, but closer government oversight may also be
a factor. For example, federal interest in fraud by pharma-
ceutical companies may have been spurred by increased
public attention on the substantial revenues they earn (30)
and the Medicare Modernization Act (31), which deep-
ened federal government concerns about prescription drug
costs.

By contrast, the number of physician groups, hospi-
tals, and laboratory service companies serving as defendants
declined during the study. Deterrence may be a contribut-
ing factor. Becker and colleagues (32) linked enforcement
activity with variations in Medicare claims for 6 illnesses
perceived to be prone to abuse and demonstrated a rela-
tionship between stepped-up enforcement and changes in
billing practices. Exposure of certain schemes in publicized
judgments or settlements may provide clarification that
they are illegal and prompt wider changes in business prac-
tices. Another explanation relates to enforcement strategy.
The DOJ may target certain activities and sectors for set
periods and then move on to others (33). For example,
because the DOJ is faced with limited resources, enforce-
ment actions against hospitals, which accounted for 29%
of defendants but returned only 3% of recoveries, may be

Table 2. Characteristics of Whistleblowers and Prosecuted
Schemes

Characteristic Frequency,
n (%)

Whistleblower*
Professional role

Administrator or executive 48 (20)
Physician 29 (12)
Pharmacist 8 (3)
Other health care provider† 25 (10)
Patient 5 (2)
Sales representative 22 (9)
Internal accountant 25 (10)
Unaffiliated auditor or consultant 30 (12)
Employee (not otherwise specified) 51 (21)

Affiliation‡
Internal to defendant organization 176 (72)
External to defendant organization 50 (21)

Total whistleblowers identified 243

Nature of alleged fraud§
Improper billing 172 (91)
Upcoding 27 (14)
Unbundling 16 (9)
Phantom billing 45 (24)
Falsifying documentation 54 (29)
Inflating price 39 (21)
Providing medically unnecessary care 59 (31)
Delivering a substandard or ineffective service or

product
36 (19)

Illegal marketing 15 (8)
Inappropriate financial relationship 45 (26)
Kickback 30 (16)
Other 20 (11)
Misuse of government funds 6 (3)
Total fraudulent schemes identified 188

* A total of 339 whistleblowers were affiliated with the 379 cases, but descriptive
information was not available for 96 (28%) of the whistleblowers.
† Includes nurses, counselors, and other licensed health professionals.
‡ We could not find affiliations for 113 (33%) whistleblowers because of insuffi-
cient information about the relationship between some health care providers and
the defendant organization.
§ Values do not sum to 100% because a single scheme could encompass more than
1 category. Information was insufficient to classify fraud type in 30 other schemes
(14% [30 of 218]).

Table 3. Frequency of Enforcement Actions and Size of Total
Recoveries, by Defendant Organization

Defendant Organization Frequency
(n � 352),
n (%)*

Recovery
Amount,
million $
(%)

Hospital 103 (29) 270 (3)
Physician practice or individual

physician group
51 (14) 464 (5)

Billing company 32 (9) 80 (1)
Health system 28 (8) 1903 (21)
Medical equipment company 22 (6) 362 (4)
Laboratory services provider 20 (6) 1053 (11)
Other health care–related

organization
19 (6) 169 (2)

Long-term care facility or chain 16 (5) 702 (8)
Home health care provider 15 (4) 107 (1)
Managed care or pharmacy

benefit manager
14 (4) 466 (5)

Pharmaceutical manufacturer 13 (4) 3601 (39)
Ambulance medical transportation

company
8 (2) 26 (�1)

Pharmacy or pharmacy chain 8 (2) 38 (�1)

* Three defendant organizations, accounting for $8 million in recoveries, could
not be classified because of insufficient information.
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forgone in favor of more lucrative litigation against phar-
maceutical manufacturers. In theory, such strategic choices
could operate independently of the actual incidence of
fraud on the ground.

The federal FCA includes a strict prohibition on retal-
iatory action against whistleblowers, such as demotions or
terminations (34), and the DOJ is charged with policing it.
However, the cases we analyzed frequently included de-
scriptions of the considerable pressures put on whistle-
blowers and the many unpleasant experiences they faced
after helping initiate DOJ enforcement actions. For exam-
ple, 1 physician-whistleblower reported that his hospital
employer fired him and then prevented him from inform-
ing his patients of his relocation (35). The ongoing viabil-
ity of the qui tam model depends on the willingness of
whistleblowers to come forward. The federal government
recently passed legislation requiring larger health care com-
panies to educate their employees about FCA protections
for whistleblowers (36). Leaders of organizations targeted
by whistleblower actions should make clear that retaliation
is illegal and unethical; they could also take steps to pre-
vent retaliation, such as acting promptly to comply with
DOJ investigations and secreting details of cases from all
but those within the organization who need to know (37).

The FCA enforcement actions seem to be an efficient
method of combating health care fraud, at least from the

government’s perspective. One study calculated that the
government receives $15 in recoveries for every $1 invested
in investigation and litigation (38). Currently, 16 states
and 3 cities have versions of the federal FCA (39), and
other jurisdictions are considering similar laws to expand
authority of fraud and abuse that affect state or local ex-
penditures (40). Recent federal legislation provides an ad-
ditional incentive: States enacting qui tam provisions that
are at least as effective as the federal FCA will receive an
extra 10% of Medicaid fraud recoveries (36). Some com-
mentators have worried that overly aggressive enforcement
of the FCA in the health field (41) may lead organizations
to initiate unnecessary and costly defensive practices or en-
tice whistleblower allegations that are weak, vindictive, or
otherwise illegitimate (42, 43). Recent reports suggest that
the federal government rejects about 75% of the cases it
receives (44). With data on hundreds of qui tam actions,
research is needed to identify predictors of allegations that
turn out to be legitimate and fruitful. Such information
would help prevent the reputational harm to those improp-
erly accused of misconduct and could help maximize the
effect of prosecutorial resources, for example, by allowing
the DOJ to fast-track cases with many positive predictors.

Our study has several limitations. First, our sample
does not capture all fraud cases. Some non–qui tam en-
forcement actions of health care fraud persist, albeit in

Table 4. Recent Cases in Sample Involving Physician or Hospital Defendants

Defendant Case Closure
Date

Total
Recovery, $*

Alleged Fraud Whistleblower Whistleblower
Recovery, $

Hospital in Georgia August 2005 800 000 Submitted claims for inpatient
hospital stays that were not
supported by records.

Software company
that analyzes
hospital billing
practices

112 000

Medical center in Ohio January 2005 2 750 000 Billed for “observation services”
for patients who did not qualify
for reimbursement

Social worker at the
hospital

500 000

Hospital and associated
rehabilitation unit in
Louisiana

September 2004 30 000 Improperly delayed transfer to
rehabilitation unit to maximize
reimbursement for patient stay.

Physician 7500

2 hospitals in Texas
and 1 hospital in
Florida

October 2004 20 600 000 Created false physician certification
about the medical necessity of
ambulance transports operated
by the hospitals and falsified
transport-related patient
diagnosis records. If a physician
refused to sign the medical
necessity form, presigned forms
were used.

2 emergency medical
technicians
employed by the
hospitals

2 400 000

Anesthesiologist and
nurse-anesthetist
group in Florida

July 2004 295 000 Submitted claims for medical
direction when the
anesthesiologists were
supervising �4 concurrent
anesthesia services, contrary to
government regulations.

Practice administrator 49 000

Hospital in Georgia June 2004 1 590 000 Kickbacks for referrals of patients. Former employee 405 000
Radiology service

provider in Florida
May 2004 2 585 500 Billed for services not provided or

not ordered by referring
physician, and upcoded billing
for less complicated procedures
to get higher reimbursements.

Former employee 445 000

* Total recovery includes criminal fines and non-qui tam–related recoveries linked to the same cases.
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dwindling numbers, some states pursue their own litiga-
tion, and the DOJ’s limited resources tend to restrict its
focus to cases in which substantial recoveries are at stake.
We had no access to complaints that are sealed or the rare
enforcement action that is dismissed after DOJ interven-
tion. Second, there are time lags between filing of whistle-
blower complaints and resolution of enforcement actions,
which would affect trends seen in our data if the lags dif-
fered systematically across case types. Third, our analysis
lacked descriptive information on approximately 28% of
whistleblowers and 16% of fraudulent schemes. The miss-
ing data affect our estimates of total returns to whistle-
blowers but are unlikely to have had a substantial effect on
the mix of case characteristics. If the proportion of recov-
eries retained by whistleblowers with missing data was
equivalent to the proportion retained by the rest, the total
transferred to whistleblowers in our sample would increase to
$1.2 billion.

Despite these limitations, our data provide insight into
the qui tam approach of targeting health care fraud, a
mechanism that federal regulators have increasingly used to
recoup losses and deter illegal activity. As government
health budgets grow and the stresses on them mount, qui
tam fraud and abuse litigation seems set to continue to play
a pivotal role in helping state and federal regulators control
inefficient spending.
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