The Novartis Scandal: Ethical Implications and Legal Conflicts

The Novartis scandal represents a significant chapter in the ongoing discourse surrounding ethics
in the pharmaceutical sector, particularly inrelation to allegations of corruption and bribery. This
analysis explores the intricacies of the scandal, the penalties imposed by U.S. authorities, the
conflictsarising from the legal frameworks of Greece and the United States, and the implications
these differences have on the protection status of whistleblowers.

Detailed Overview of the Novartis Scandal

At the heart of the Novartis scandal are serious accusations that the pharmaceutical company
engaged in widespread bribery practices to enhance its market share in Greece. Investigative
reports indicated that Novartis allegedly provided illicit payments to a range of stakeholders,
including government officials, medical professionals, and pharmacists, in exchange for
preferential treatment of its products. This unethical behavior reportedly led to inflated drug
prices and compromised the integrity of the Greek healthcare system, undermining public trust.’

In response to these allegations, Novartis faced substantial legal repercussions in the United
States. In 2020, the company consented to pay a staggering sum exceeding $340 million to settle
claimsrelated to violations of the Foreign Corrupt Practices Act (FCPA). This act is designed to
prohibit U.S. companies from engaging in bribery of foreign officials to gain business
advantages. The penalties imposed on Novartis underscore the U.S. government's commitment to
combating corruption in international business practices.”

Conflict of Interest: Diverging Legal Frameworks between the U.S. and Greece

The differing legal systems that govern bribery and corruption in the United States and Greece
present a notable conflict of interest, complicating the enforcement of anti-corruption laws and
the protection of whistleblowers.

1. Contrasting Legal Frameworks
o United States: The FCPA establishes a robust legal framework to address
corruption, imposing stringent penalties for violators. U.S. law prioritizes
transparency, accountability, and ethical conduct in business dealings, which in
turn fosters an environment where whistleblowers are encouraged to report
unethical practices. The law offers significant protection and potential financial
rewards for those who come forward.™
o Greece: Although Greece has made advancements in its approach to combat
corruption, its legal framework is often perceived as less rigorous and more
vulnerableto political interference. The enforcement of anti-corruption measures
can be inconsistent, raising concerns about the accountability of individuals
implicated in the scandal.V
2. Whistleblower Protection Mechanisms
o In the United States, the Dodd-Frank Act provides robust protections for
whistleblowers, ensuring their anonymity and offering financial incentives for



reporting misconduct. This legal backing has empowered numerous individuals to
disclose unethical practices without the looming threat of retaliation.”

o Conversely, Greece's legislative measures for whistleblower protection are still in
developmental stages. Although recent laws have been introduced to enhance
these protections, many potential whistleblowers remain reluctant to step forward
due to fears of retaliation, social ostracism, or inadequate support from
authorities."!

Consequences for Whistleblowers

The stark contrast in whistleblower protection laws between the U.S. and Greece creates
significant barriers for individuals contemplating the disclosure of unethical behavior. In the
context of the Novartis scandal, whistleblowers in Greece may have encountered heightened
risks, such as legal challenges or job loss, compared to their counterparts in the U.S., who are
often shielded by comprehensive federal regulations.V"

Additionally, the conflicting legal environments can pose obstaclesto international collaboration
in investigations. Whistleblowers operating in Greece might be deterred from providing critical
information to U.S. authorities, fearing that such actions could lead to legal repercussions or
retaliation in their home country.

Scenario of False Allegations by Whistleblowers

A significant development in the Novartis scandal involves the possibility that certain
whistleblowers may have fabricated allegations against politicians, potentially manipulated by
the previous Greek government to damage political opponents. In October 2024, the Greek
Economic Crime Prosecutor's Office lifted the protected witness status of two key individuals,
revealing their identities as Filistor Destempasidis and Maria Marangeli. The decision was based
on findings that the accusations made by these witnesses against ten political figures were
false.V™

This revelation has significant implications for the integrity of the judicial process and the
protection of whistleblowers.* The lifting of witness protection has paved the way for legal
actions against these individuals by the implicated politicians, who argue that the false
testimonies were part of a politically motivated scheme. This scenario underscores the potential
misuse of whistleblower protections and the need for robust mechanisms to ensure the credibility
and reliability of such testimonies.”

USA Reaction to Greek Court's Decision

The decision by the Greek courts to cancel the witness protection status of the two Greek
whistleblowers has elicited a strong reaction from the United States. In a recent press release,
U.S. attorney Stephen M. Kohn expressed deep concern over the implications of this decision for
whistleblower protections and the fight against corruption. Kohn emphasized that the removal of
protection for these whistleblowers could deter future whistleblowers from coming forward,
fearing retaliation and lack of support. He urged the Greek authorities to reconsider their



decision and to ensure that whistleblowers are adequately protected to maintain the integrity of
anti-corruption efforts.*'\*"

In June 2024, the international NGO Liberty of Speech, based in Greece and dedicated to
defending freedom of expression of speech and equal rights, held its inaugural international
conference in Athens in collaboration with Whistleblowers of America*. The conference
addressed the legal challenges and conflicts surrounding cross-border whistleblower protection
procedures.*V A proposed international treaty for whistleblowers reporting cross-border
corruptionaims to avoid similar legal conflicts in the future was presented by Aris Danikas,*" the
founder and CEO of Liberty of Speech.xV!

Conclusion

The Novartis scandal serves as a poignant reminder of the pervasive challenges associated with
corruption within the pharmaceutical industry, particularly as heightened by the differing legal
frameworks of Greece and the United States. The substantial penalties levied against Novartis by
U.S. authorities illustrate a firm commitment to tackling unethical practices. However, the
effectiveness of whistleblower protections remains a critical concern, especially in the Greek
context. Enhancing these protections and cultivating an environment that encourages individuals
to report misconduct without fear of adverse consequences is vital for combating corruption and
ensuring accountability within the healthcare sector.
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