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dissenters in Actavis and three of the five justices who signed
onto the Actavis majority.5s

Are the dissenters being inconsistent? One way to reconcile
the contrasting positions of Justices Roberts, Scalia, and
Thomas is that in both Independent Ink and Actavis, the three
are urging a strong separation between patent and antitrust.
In Independent Ink, patent ownership alone cannot buttress
the antitrust claim. The three may even go so far as to suggest
patent ownership has no bearing on the antitrust analysis. By
contrast, the three justices in the majority for both Independent
Ink and Actavis would most likely reason that patent
ownership might have some bearing on the competitiveness
analysis. How much, we can only speculate. It would be
interesting to see what type of opinion Justice Stevens would
have written in Actavis. His keen eye on the shared goals of
competition in antitrust law and patent law was shown in his
Independent Ink decision and came out in the failed majority
opinion (but strong concurrence) he penned for Bilski wv.
Kappos, the 2010 decision about the patentability of business
method patents.56

One may finish reading the Actavis opinions, and this
Comment, with the unsettling feeling that there is just an
ideological divide among the Justices with some being pro-
patent and others being pro-antitrust. Of course, that reading
would be frustrating and would, I think erroneously, accept the
very divide between patent and antitrust assumed by the three
dissenters.

What might be more helpful is to understand the divisions
among the Justices in terms of deference to Congress. The
dissenters view the antitrust statutes and the patent act as
having independent significance. Each is a separate enactment
by Congress, aimed at distinct policies. As | have suggested,
this position ignores the historical developments of the two
statutory schemes since the Statute of Monopolies, and
specifically the treatment of patents before the enactment of
the Sherman Act. As pointed out above, the 1623 Statute itself
carved out an exception for patents of invention from the
prohibition against monopoly grants. I do not see evidence that

55. Justice Sotomayor replaced Justice Souter, and Justice Alito recused
himself in both Independent Ink and Actauvis.
56. 130 S. Ct. 3218, 3231 (2010) (Stevens, J., concurring).
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the Chief Justice took a cue from this 1623 enactment in
writing his dissent, although the earlier pronouncement does
resonate in the 2013 opinion. My sense is that the Chief Justice
is looking at what contemporary Congress has done and does
not see evidence of overlap between the two statutory schemes.

The majority, I would argue, also is showing deference to
Congress, but its deference is to the Hatch-Waxman Act, the
heart of the controversy in reverse payment settlement
disputes. dJustice Breyer confronts this statutory scheme
directly and concludes that reverse payment settlements
subvert the goals of the scheme to promote the entry of generic
competition. The remedy he proposes is found in antitrust law.
As many critics of the Actavis decision have pointed out, the
ideal remedy would be to amend the Hatch-Waxman Act and
implement a more effective means of promoting generic
competition. But that remedy is not available to a Supreme
Court Justice. Instead, what the majority does is identify two
conflicting legislative schemes, that of separate patent and
antitrust statutes, and that of Hatch-Waxman, which
intertwines patent and antitrust law. Instead of deferring to
the first, as the dissenters do, the majority deferred to the goals
of the second by allowing an antitrust claim to serve as a basis
for reviewing settlements that deter generic competition. How
far this review will go is for the lower courts to determine,
possibly with the Supreme Court offering guidance in the
distant future. The majority, however, does not pronounce a
convergence of antitrust and patent law under the canopy of
competition law and policy. Instead, the court seeks to
implement its understanding of Congress’ vision of competition
as enacted in the Hatch-Waxman Act.

What supports deference to Congress as the key to
understanding Actavis is the striking citation to the Court’s
unanimous decision in Verizon v. Trinko, from 2004.57 Justice
Breyer cites the case for the proposition that collusion is an evil
that antitrust law combats.58 This quote is odd because Trinko
was not about collusion; it was a monopolization case.
Furthermore, it was a case in which the Court unanimously
agreed that no antitrust claim could be brought, because of

57. Verizon Commc'ns, Inc. v. Law Offices of Curtis V. Trinko, LLP, 540
U.S. 398, 408 (2004); see also supra note 45 and accompanying text.
58. See FTC v. Actavis, Inc., 133 S. Ct. 2223, 2233 (2013).
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Congress’ scheme for deregulating (really reregulating) the
telecommunications industry. Justice Scalia, writing for the
Court,? famously stated that antitrust law “does not give
judges carte blanche to insist that a monopolist alter its way of
doing business whenever some other approach might yield
greater competition.”60

Justice Breyer signed on to Justice Scalia’s opinion in
Trinko and might be accused of exercising such carte blanche in
Actavis. Actually, Justice Breyer, through his majority opinion,
is doing precisely what Justice Scalia was urging in Trinko:
deferring to a Congressional scheme for competition. Arguably,
it 1s Chief Justice Roberts and his fellow dissenters who are
engaging in judicial carte blanche by ignoring Congress’s goals
in the Hatch-Waxman Act. But I would hold all the Justices
guilty for not better engaging in how both antitrust and patent
laws serve the goals of competitive markets.

A comparison with the approach to reverse payment
settlements in the European Union is instructive. A few days
after the Supreme Court announced its decision in Actavis, the
European Competition Commission levied a substantial fine
against the Danish company Lundbeck for engaging in
anticompetitive reverse payment settlements with generic drug
companies. In its press release, the Commission pronounced
what is tantamount to a per se rule:

But instead of competing, the generic producers agreed with
Lundbeck in 2002 not to enter the market in return for substantial
payments and other inducements from Lundbeck amounting to tens
of millions of euros. Internal documents refer to a “club” being
formed and “a pile of $$$” to be shared among the participants.
Lundbeck paid significant lump sums, purchased generics’ stock for
the sole purpose of destroying it, and offered guaranteed profits in a
distribution agreement. The agreements gave Lundbeck the
certainty that the generics producers would stay out of the market
for the duration of the agreements without giving the generic
producers any guarantee of market entry thereafter. These
agreements are very different from other settlements of patent

59. Justices Stevens, Thomas, and Souter concurred as to the judgment,
but reasoned that the case should be dismissed for lack of standing by Trinko,
who was not an actual competitor of Verizon and therefore was not injured.
See Trinko, 540 U.S. at 416-18 (Stevens, J., concurring).

60. Id. at 415 (majority opinion).
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disputes where generic companies are not simply paid off to stay out
of the market.61

The Commission based its decision on general principles of
competition policy and the dynamics of the pharmaceutical
market in Europe.62 While the European Parliament has not
adopted legislation similar to the Hatch-Waxman Act, the
member states of the Kuropean Union use price controls to
regulate the pharmaceutical sector®3 and allow generic
competition through hybrid forms of identified compounds.64 In
addition, parallel importation from one member nation to
another permits competition in the pharmaceutical industry.>
In contrast, the Supreme Court’s decision in Actavis does not
appeal to general competition principles and does not open up
broad antitrust scrutiny of agreements of patents. Instead, the
majority is inviting scrutiny of reverse patent settlements that
are inconsistent with the model of generic competition provided
by the Hatch-Waxman Act. Hence my conclusion that what
underlies the Actavis decision is deference to Congressional
judgments.

A more optimistic reading of the Actavis opinion is that it
invites antitrust scrutiny under the rule of reason for all
agreements involving patents, whether patent licenses,
assignments, or settlements. Peter Carstensen, an anointed

61. Press Release, Eur. Comm’n, Antitrust: Commission Fines Lundbeck
and Other Pharma Companies for Delaying Market Entry of Generic
Medicines 1 (June 19, 2013), available at http://europa.eu/rapid/press-
release_IP-13-563_en.htm?locale=en. Lundbeck was fined €93.8 million, with
several generic medicine producers fined a total of €52.2 million. Id.

62. Id.

63. See Young, supra note 32, at 180—-83.

64. See id. at 184 (describing use of generic substitutes). Allowing
substitutes for patented compounds, known as hybrid compounds, is permitted
under the European Union directive regulating pharmaceuticals. Article 10(3)
of the directive defines hybrid compounds and Article 10(6) excludes them
from patentability. See Directive 2001/83/EC, of the European Parliament and
of the Council of 6 November 2001 on the Community Code Relating to
Medicinal Products for Human Use 2001/83/EC, arts. 10(3), 10(6), 2004 O.dJ. (L
311) 67; see also Generic/Hybrid Applications: Questions and Answers, EUR.
MEDICINES AGENCY, http://www.ema.europa.eu/ema/index.jsp?curl=pages/
regulation/general/general_content_000179.jsp&mid=WC0b01ac0580022717
(last visited Nov. 10, 2013) (providing general information on generic and
hybrid applications in Europe).

65. See Parallel Imports of Proprietary Medicinal Products, EUROPA.EU,
http://europa.eu/legislation_summaries/internal_market/single_market_for_go
ods/pharmaceutical_and_cosmetic_products/123110_en.htm (last updated June
10, 2005).
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distinguished professor who has published about twenty-nine
articles over forty years of being a professor at Wisconsin Law
School according to the School’s own searchable bibliography,
pronounced to me that out of Justice Breyer’s opinion may
bloom an ancillary restraint doctrine for the intersection of
patent and antitrust. As I understand his point, the Actavis
decision may be a re-articulation of the rule of reason adopted
by the Supreme Court in its 1899 decision, Addyston Pipe &
Steel Co. v. United States.%6 In that case, the Court scrutinized
an agreement among competitors to raise the price of steel in
order to avoid a ruinous price war. The Court found this was
impermissible under the rule of reason because of the
unreasonable market harm caused by the increased price.57
The Court, however, did not adopt the ancillary restraint
doctrine used by Judge Taft in his opinion for the United States
Court of Appeals for the Sixth Circuit.®8 Under the ancillary
restraint doctrine, an agreement among competitors is illegal
unless it 1s ancillary to the main purpose of a lawful contract or
it is necessary to protect the enjoyment of legitimate fruits
from an enterprise or to prevent injury.®® Without doing harm
to Professor Carstensen’s position,’ I understand his point to
be that the rule of reason in Actavis may serve to promote
scrutiny of the conduct of patent owners, especially if modeled
on the ancillary restraint doctrine.

We can only see how future courts apply Actavis to see if
the ancillary restraint doctrine comes into its own or if
deference to the legislatively-prescribed terms of generic
competition prevails. What I am confident of is that the
dissent’s narrow view of the relationship between patent and
antitrust law has been rejected. We are, however, far away
from their convergence.

66. 175 U.S. 211 (1899).

67. Id. at 234-35.

68. United States v. Addyston Pipe & Steel Co., 85 F. 271 (6th Cir. 1898).

69. Id. at 282.

70. Although the comments discussed in this text are derived from oral
conversation, a published account of Miller Professor Carstensen’s over-the-
top thinking of the ancillary restraint doctrine, which may be alienating to
some, can be found in Peter Carstensen, Post-Sale Restraints Via Patent
Licensing: A “Seedcentric” Perspective, 16 FORDHAM INTELL. PROP. MEDIA &
ENT. L.J. 1053, 1054-55 (2006).
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ITI. CONCLUSION

A friend made the following comment to me about two
recent Supreme Court cases relating to intellectual property: “I
guess you must have liked the Myriad decision? and disliked
the Bowman decision.”’2 My response was that I liked the
Bowman decision because it could have been worse and
disliked the Myriad decision because it could have been better.
If he had asked about the Actavis decision, my response would
have been that it came out just like I expected it would.
Antitrust law poses a facile choice for judges: per se illegality or
rule of reason. There may be some room for nuance, but only a
little. More engagement with the policies underlying
competition would be desirable. Instead, those thinking about
antitrust engage with models of markets that may provide
some guidance but lead invariably to the rule of reason.
Ultimately, in my opinion, the best way to realize effective
competition policy in intellectual property is more targeted
intellectual property doctrines. The prize for most important
case about intellectual property and competition policy during
the 2012 Supreme Court term goes not to Actavis, but to
Kirtsaeng.

71. Ass'n for Molecular Pathology v. Myriad Genetics, Inc., 133 S. Ct.
2107, 2120 (2013) (invalidating patents on naturally occurring DNA
sequences).

72. Bowman v. Monsanto Co., 133 S. Ct. 1761, 1768-69 (2013) (holding
that patent exhaustion does not permit making another copy of a patented
seed germplasm).
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