PART II:
THE IMPROPER ACQUISITION OF PATENTS AS A
COMPETITION LAW PROBLEM

Over and above the way in which the respective patent laws may deal with
situations involving devious conducts at the patent office, or the extent to
which patent courts may take them into consideration during litigation,
such conducts—and their immediate outcomes—can have, at least poten-
tially, considerable implications for competition. By way of a plain,
paradigmatic example, a deceptive conduct before the patent office could
lead to the grant of an unwarranted patent, which could in turn hamper
competitors’ participation on an otherwise unrestricted market or even
ban them from entering or remaining in it. In this context, laws protecting
competition may have a role to play as a way of countering this kind of
abuses and preventing them from unduly foreclosing the market. Part II of
this work, thus, is precisely aimed at analysing the way and the extent to
which competition rules can be applied within this quite peculiar context.
Part II is divided into three chapters. Chapter IV first briefly explains
the rationale behind the protection of competition, develops some basic
economic concepts and describes the essential features of EU competition
and US antitrust laws,*85 particularly those referred to abusive unilateral
conducts. Chapter V thence presents a synopsis of the general interplay be-
tween competition rules and intellectual property and analyses how Amer-
ican and European antitrust case law have dealt with abuses in patent pros-
ecution until today. Finally, chapter VI critically appraises the approach as-
sumed by courts and antitrust enforcers and, based on many of their un-
derlying foundations, seeks to postulate a sound and systematic mecha-
nism for the application of competition laws against this specific type of
behaviour by presenting a workable, across-the-board theory of harm.

485 Whereas the term ‘antitrust law’ is commonly employed in US law, Europeans
normally prefer the term ‘competition law’. This work, however, uses both
terms interchangeably, except where specifically noted.
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Chapter IV: Competition and Competition Law Tools

1. Goals of Competition Law

As a general principle, an economy with free competition is widely recog-
nised as the best possible mechanism for warranting allocative, productive
and dynamic efficiency and hence achieving an optimal combination of
products and services in the market in terms of price, quality, and con-
sumer choice.*8¢ Instead, when an industry is monopolised, prices tend to
rise above costs and output is reduced below the competitive level, which
logically brings about considerable negative implications for consumers
and for the market as a whole. Firstly, on an allocative efficiency dimen-
sion, those consumers who cannot afford the higher prices suffer an evi-
dent loss, which is usually referred to as deadweight loss since it is not off-
set by any gains by the monopolist. Moreover, those who can still afford
the higher price are also harmed because they are compelled to pay prices
above the competitive level, and their loss in this case is equal to the addi-
tional revenue that the monopolist obtains by charging a price above its
costs. But monopolised markets might have an even more harmful impact
on social welfare in terms of productive and dynamic efficiencies, since
monopolists will often lack incentives to keep their production costs low
or invest in innovation.*8”

Against this background, it is no surprise that the primary objective of
competition law is to protect competition. The exact content of this procla-
mation, however, is far from clear and conceals a diversity of possible ob-
jectives.*88 If having firms with considerable market power leads to welfare

486 Frederic M Scherer and David Ross, Industrial Market Structure and Economic Per-
formance (3rd edn, Houghton Mifflin 1990) 15; FTC, ‘To Promote Innovation:
The Proper Balance of Competition and Patent Law and Policy’ (2003) ch 1, 3.

487 For a general overview of the social costs of monopolies see, among many oth-
ers, Scherer and Ross (n 486) chs 2 and 18; Massimo Motta, Competition Policy:
Theory and Practice (Cambridge Univ Press 2004) ch 2; Richard A Posner, ‘The
Social Costs of Monopoly and Regulation’ (1975) 83 J Pol Econ 807.

488 Phillip E Areeda and Herbert Hovenkamp, Antitrust Law: An Analysis of Antitrust
Principles and Their Application (3rd edn, Aspen 2011) para 100. For a more thor-
ough debate on the objectives of competition, see Daniel Zimmer (ed), The
Goals of Competition Law (Edward Elgar 2012).
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losses, the first impulse would probably be to surmise that competition
policy should predominantly aim at ensuring a permanent multiplicity of
rival firms on the market and at limiting their individual market power to
the greatest possible extent. Alas, basic economics attest that delineating a
sound competition policy might be a little thornier than that. On the one
hand, not every competitor might deserve to be protected, particularly not
those who are less efficient and deliver less to consumers in terms of price,
choice, quality and innovation.*®® On the other hand, there is no reason to
condemn a dominant position as such when it is the result of superior per-
formance in the market.#° What is more, not every monopolised market
will necessarily reduce social welfare. Firstly, from a productive efficiency
dimension, it can enable the attainment of economies of scale.#! And
from a more Schumpeterian perspective, firms holding a dominant pos-
ition can also be beneficial to social welfare in terms of dynamic efficiency,
since they may be in a better position to invest in innovation than firms
under fierce competition and with very tight profit margins.

What, then, do competition laws seek, if not to protect competitors and
squash dominant firms? Antitrust enforcers in the EU and the US seem to
agree today that, instead of specific competitors, competition policy
should protect the competitive process.*> Or more bluntly, that laws
should not mandate competition, but rather intervene to condemn certain
conducts that may obstruct it.#* To determine how the competitive pro-
cess should be protected, they seem to be slowly converging under the ban-

489 Communication from the Commission, Guidance on the Commission’s en-
forcement priorities in applying Article 82 of the EC Treaty to abusive exclusion-
ary conduct by dominant undertakings [2009] O] C45/7, para 6 (EU Guidance
Paper); Case C-209/10 Post Danmark A/S v Konkurrencerddet (CJEU, 27 March
2012), para 21.

490 Case 322/81 Nederlandsche Banden-Industrie-Michelin v Commission [1983] ECR
3461, para 57; Joined Cases C-395/96 P and C-396/96 P Compagnie Maritime
Belge Transports v Commission [2000] ECR 1-1365, para 37; United States v Grinnell
Corp 384 US 563, 570-71 (1966); Verizon Communications Inc v Law Offices of Cur-
tis V Trinko, LLP 540 US 398, 407 (2004). In this same line of thinking, Justice
Learned Hand famously stated that ‘The successful competitor, having been
urged to compete, must not be turned upon when he wins.” United States v Alu-
minium Company of America (Alcoa), 148 F 2d 416, 430 (2nd Cir 1945).

491 Scherer and Ross (n 486) 30.

492 Commission Notice, Guidelines on the application of Article 81(3) of the Treaty
[2004] OJ C101/97, para 105 (Guidelines on Article 81(3)); EU Guidance Paper
(n 489) para 6; FTC, ‘“To Promote Innovation’ (n 486) ch 1, 3.

493 Eleanor M Fox, “We Protect Competition, You Protect Competitors’ (2003) 26
World Competition 149, 149.

120

(e |


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

1. Goals of Competition Law

ner of a more economic approach, aligning themselves behind a Post-
Chicago School economic reasoning.#’# In this sense, the overarching ra-
tionale behind the protection of competition should be the enhancement
of consumer welfare and the efficient allocation of resources,*’ and this
language is observed more and more in decisions and opinions by antitrust
enforcers and courts.

This growing consensus, however, by no means implies that US and EU
competition policies entirely coincide; in fact, important differences can
still be observed between the two jurisdictions.#’¢ Most significantly, con-
ducts that can virtually eliminate competition, even if justified by econo-
mic efficiency, are normally judged with distrust by EU competition en-
forcers, and the goal of protecting effective competition somehow subdues
other efficiency goals.#7 In this sense, European competition policy seems
to lean towards a consumer surplus standard, which might not exactly
match US’ model of total consumer welfare.#8

On the delineation of EU competition’s objectives, the legal traditions
of the EU Member States can also have a significant influence. Germany’s

494 Josef Drexl, ‘Is There a “More Economic Approach” to Intellectual Property and
Competition Law?’ in Josef Drexl (ed), Research Handbook on Intellectual Property
and Competition Law (Edward Elgar 2008) 35.

495 FTC, ‘To Promote Innovation’ (n 486) ch 1, 3; Guidelines on Article 81(3) (n
492) para 33; EU Guidance Paper (n 489) para 19. See also, however, Robert H
Lande, ‘A Traditional and Textualist Analysis of the Goals of Antitrust: Efficien-
cy, Preventing Theft from Consumers, and Consumer Choice’ (2013) 81 Ford-
ham L Rev 2349 (arguing that the overriding purpose of the antitrust statutes is
actually to prevent firms from stealing from consumers by charging them supra-
competitive prices and to warrant consumer choice, and that economic efficien-
cy was only a secondary concern when the Sherman Act was drafted).

496 Fox, “We Protect Competition’ (n 493); Drexl, ‘Is There a “More Economic” Ap-
proach? (n 494) 35.

497 See, eg, the language of art 101(3)(b) of the TFEU (essentially banning per se any
agreement that could permit firms to eliminate competition in respect of a sub-
stantial part of the market); Guidelines on Article 81(3) (n 492) para 105 (‘Ulti-
mately the protection of rivalry and the competitive process is given priority
over potentially pro-competitive efficiency gains which could result from restric-
tive agreements.’). See also Joined Cases C-501/06 P, C-513/06 P, C-515/06 P and
C-519/06 P GlaxoSmithKline v Commission [2009] ECR 1-9291, para 63 (insinuat-
ing that consumer welfare is not the only goal of EU competition law and high-
lighting that it also aims to protect ‘the structure of the market and, in so doing,
competition as such.’).

498 Josef Drexl, ‘Real Knowledge is to Know the Extent of One’s Own Ignorance:
On the Consumer Harm Approach in Innovation-Related Competition Cases’
(2010) 76 Antitrust L ] 677, 678. See also Zimmer (n 488).
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Kartellrecht, for instance, was in its origins very strongly inspired by the
Freiburg school of ordoliberalism, which traditionally regarded economic
freedom as one of its primary goals,*? and it is widely believed that these
principles have impinged upon the delineation of art 102.5%°

Lastly, non-economic principles often also play a role in defining com-
petition policies. In this regard, the social and historical context in which
European competition laws were passed and the place they occupy in the
EU legal regime also leave an important imprint and instil law enforcers to
conduct themselves with an eye on ancillary objectives.’*! In particular,
competition law is viewed in the EU as a key mechanism for achieving
market integration along the territory of the Union,’*? eg by severely judg-
ing conducts that could partition the internal market, even at the expense
of economic efficiency.5%

2. Legal Framework in the EU and in the US

In order to achieve their competition policy goals, both EU and US legal
systems have in place their own sets of competition rules and guidelines,
which in the case of the EU are built on the grounds of arts 101-106 TFEU
and the Merger Regulation®** and in the US on the basis of the Sherman

499 Pinar Akman, The Concept of Abuse in EU Competition Law: Law and Economic
Approaches (Hart 2012) 103.

500 David ] Gerber, Law and Competition in Twentieth Century Europe: Protecting
Prometheus (OUP 2003) 261-65. Cf Pinar Akman, ‘Searching for the Long-Lost
Soul of Article 82 EC’ (2009) 29 Oxford ] Leg St 267 (2009) (suggesting that the
ordoliberal influence might not be as strong as commonly thought).

501 Motta (n 487) 17.

502 ibid 23.

503 Giorgio Monti, EC Competition Law (Cambridge Univ Press 2007) 39-40. One of
the areas where the contrast between free movement of goods and economic ef-
ficiency can be most clearly observed is that of vertical restraints. See, for in-
stance, Joined Cases 56 and 58/64 Etablissements Consten SaRL and Grundig-
Verkaufs-GmbH v Commission [1966] ECR 299 (one of the first cases of the CJEU
applying art 101 TFEU (then art 85 EEC Treaty), where a vertical territorial re-
straint based on trademark rights was judged anticompetitive). For a report of
the facts of the case, see text at nn 853ffin ch 5.

504 Council Regulation (EC) 139/2004 of 20 January 2004 on the control of concen-
trations between undertakings [2004] OJ L24/1 (the EU Merger Regulation).
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Act,S% the Clayton Act’® and the FTC Act.’ Admittedly, rules and case
law in both jurisdictions do not entirely coincide, but considering that
they are based on a common analytical framework and that the historical
underpinnings upon which they have been developed are to a large extent
analogous, this chapter attempts to analyse their essential features side by
side, particularly those referring to unilateral conducts, underlining their
differences wherever appropriate.58

A. Essential Pillars of the Competition Legal Framework

In the realm of antitrust rules, a basic distinction can readily be made be-
tween unilateral conducts and contractual relations between two or more
parties. Generally speaking, horizontal and vertical contracts—or any sort
of concerted practices—are condemned when they have as a purpose or ef-
fect to restrict or distort competition,’®” or are concluded ‘in restraint of
trade or commerce’.’1? These may include, by way of example, price-fixing,
market allocation, certain exclusivity arrangements, tying, etc. Moreover,
when agreements have a more permanent nature and involve a change of
control in one of them by way of a merger, purchase of shares, joint ven-
ture, etc., concerns grow and different, more stringent rules apply. In those
cases, firms are normally required to inform the competition agencies be-
fore the change of control takes place, provided that certain conditions are
met—most importantly in terms of turnover thresholds.>!!

But competition policy is not only concerned with the surveillance of
bilateral or multilateral agreements, as unilateral conducts by individual
firms might be equally capable of restraining competition—especially if

505 15 USC §§ 1-7.

506 15 USC §§ 12-27.

507 15 USC §§ 41-58.

508 In addition to the differences that may exist as to the core antitrust provisions of
the EU and the US, significant differences also remain with regard to their reme-
dial structure, ie how those rules are enforced and the sanctions that are associat-
ed thereto. Except for some specific questions, those dissimilarities exceed the
scope of this work. The significance of these issues on competition policy, how-
ever, should not be underestimated. For a comparison of both jurisdictions, see
Einer Elhauge and Damien Geradin, Global Antitrust Law and Economics, (2nd
edn, Foundation Press 2011) 11-70.

509 TFEU, art 101.

510 §1 Sherman Act.

511 EU Merger Regulation, art 4; § 7A Clayton Act.
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the firms hold a high degree of market power. For this reason, antitrust
rules also condemn certain forms of unilateral behaviours when at least
some degree of market power is involved. In the US, §2 Sherman Act is
the central rule dealing with these conducts and condemns the act of mo-
nopolising or attempting to monopolise any part of the trade or com-
merce. EU law, on its turn, finds its key provision in art 102 TFEU, which
bans the abuse of a dominant position. Considering that the scope of this
work is concentrated on conducts by patent applicants taking place at the
patent office, and that said conducts are not likely to be undertaken by
more than one person, rules dealing with unilateral conducts become of
utmost importance. Hence, a more thorough analysis of their content and
scope seems obligatory before diving into the particularities of patent pros-
ecution and its intersection with competition law.>12

B. § 2 Sherman Act and Article 102 TFEU. Scope and Objectives

As it was mentioned above, the central provision in the US on the matter
of unilateral conducts is § 2 of the Sherman Act, which reads as follows:

Every person who shall monopolize, or attempt to monopolize, or
combine or conspire with any other person or persons, to monopolize
any part of the trade or commerce among the several States, or with
foreign nations, shall be deemed guilty of a felony ...

From the language of the statute, three separate offences can be clearly dis-
tinguished: monopolisation, attempt to monopolise and conspiracy to mo-
nopolise. As the latter logically does not regulate unilateral behaviour, em-
phasis will be placed on the first two variations.

With respect to the offence of monopolisation, courts have recognised
that two elements are to be attested: ‘(1) the possession of monopoly pow-
er in the relevant market and (2) the willful acquisition or maintenance of
that power as distinguished from growth or development as a consequence
of a superior product, business acumen, or historic accident.”>'3 In other

512 Rules referring to anticompetitive agreements, however, should not be entirely
disregarded, particularly those norms concerning horizontal agreements, as a be-
haviour at the patent office could be the result of a conspiracy or concerted prac-
tice by more than one undertaking. In those cases, art 101 of the TFEU and § 1
of the Sherman Act might also become applicable, as well as the last part of §2
of the Sherman Act, as it refers to conspiracy to monopolise.

513 Grinnell (n 490) 570-71.
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words, the offense requires proof not only of monopoly power—which in
itself cannot be condemned’'#—but also an exclusionary or anticompeti-
tive conduct.’!?

On the other side, in the case of attempts to monopolise, the conditions
are slightly different. To demonstrate this offence, courts require proof ‘(1)
that the defendant has engaged in predatory or anticompetitive conduct
with (2) a specific intent to monopolize and (3) a dangerous probability of
achieving monopoly power.”1¢ In attempt to monopolise cases, thus, the
law softens the monopoly power requirement by replacing it by a danger-
ous probability that it will happen,’'” ie that such market power will be
achieved, but adds as a counterbalance a specific intent element to the anti-
competitive conduct. Such intent, courts conventionally acknowledge,
goes beyond the mere intent to do the act and requires an aspiration to ac-
complish the anticompetitive objective.’!8

As far as EU competition law is concerned, the fundamental provision
dealing with unilateral conducts is art 102 TFEU, which provides the fol-
lowing:

Any abuse by one or more undertakings of a dominant position within
the internal market or in a substantial part of it shall be prohibited as
incompatible with the internal market in so far as it may affect trade
between Member States.

Such abuse may, in particular, consist in:

(a) directly or indirectly imposing unfair purchase or selling prices or
other unfair trading conditions;

(b) limiting production, markets or technical development to the prej-
udice of consumers;

(c) applying dissimilar conditions to equivalent transactions with other
trading parties, thereby placing them at a competitive disadvantage;

(d) making the conclusion of contracts subject to acceptance by the
other parties of supplementary obligations which, by their nature or
according to commercial usage, have no connection with the subject
of such contracts.

514 Trinko (n 490) 407.

515 Phillip E Areeda and Herbert Hovenkamp, Fundamentals of Antitrust Law (4th
edn, Wolters Kluwer 2011) para 6.03a.

516 Spectrum Sports Inc v McQuillan 506 US 447, 456 (1993).

517 Swift & Co v United States 196 US 375, 396 (1905).

518 Aspen Skiing Co v Aspen Highlands Skitng Corp 472 US 585, 602 (1985).
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This provision hence contains one single offence, for which two separate
points need to be shown: (1) a dominant position and (2) an abuse of that
position. Like the Sherman Act in the US, EU law does not make it illegal
to simply possess market power, but requires an additional anticompetitive
behaviour. The language of art 102 TFEU, however, is clearly different
from §2 Sherman Act and may actually seem either narrower or broader,
depending on the prism with which it is observed.’!® It appears narrower
in the sense that its focus is placed not so much on the way in which mar-
ket power is acquired, but rather on the way such power, once acquired, is
employed. On the other hand, the scope of art 102 TFEU may seem broad-
er than its US counterpart with regard to the type of behaviours it con-
demns, as it prohibits not only ‘exclusionary’ conducts but also ‘exploita-
tive’ abuses that directly harm consumers—most significantly excessive
pricing.’2® Moreover, the degree of market power required from the rele-
vant undertaking has also been interpreted differently in both jurisdic-
tions, the European standard probably standing someplace between the
tough standard of monopolisation cases and the more lenient one of at-
tempts to monopolise.5?!

Despite the ostensible dissimilarities in their wording and criteria, it
seems that both art 102 TFEU and § 2 Sherman Act require proof—in one
way or another—of two essential elements, ie market power and an anti-
competitive conduct. The first element, which pertains to the definition of
market power and the relevant market, stands beyond the scope of this
work. Yet considering that many of the conducts studied in this work pro-
ceed from undertakings who might not—at least not yet—hold substantial
market power, the issue can play a decisive role in the competition assess-
ment. Therefore, a general overview of what constitutes market power is
offered below, together with some of the most debated issues. Later, the
second element (ie, the abusive or anticompetitive conduct) will be intro-
duced and a general framework will be provided. This framework will
then serve as a cornerstone for the succeeding chapters, where specific uni-
lateral conducts are studied in detail.

519 Elhauge and Geradin (n 508) 271.
520 Alison Jones and Brenda Sufrin, EU Competition Law (Sth edn, OUP 2014) 283.
521 Elhauge and Geradin (n 508) 272.
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L. The First Element: Market Power

The concept of market power is essential to competition policy, and partic-
ularly in cases of unilateral behaviours.*?? In the US, monopolisation cases
require (with a rather archaic vocabulary) ‘the possession of monopoly
power’>23 and attempt to monopolise situations demand a dangerous prob-
ability that it will be achieved.’?# In the EU, art 102 TFEU requires a domi-
nant position within the internal market or a substantial part of it. Both
jurisdictions thus penalise unilateral anticompetitive conducts only when
they stem from a firm having (or threatening to have, in the case of at-
tempts to monopolise) some degree of market power.

How is it possible, then, to determine whether a firm holds market
power? Although in certain cases econometric techniques, evidence or in-
dicia may allow to directly detect whether a firm holds such market power,
the traditional approach is to evaluate it in an indirect way which compris-
es two separate steps. Firstly, the boundaries of the market in which the
firms operate are analysed and the relevant market is defined. Secondly,
and only once the relevant market has been defined, the degree of market
power that the firm holds on that market is measured, with the aid of a
range of methodological tools.’?

a. Market Definition

In general terms, the task of defining the relevant market consists in identi-
fying all those products which are interchangeable and can function as al-

522 Motta (n 487) 101. Along this work, the concepts of ‘market power’ and ‘market
dominance’ are used interchangeably, though it is important to note that some
difference between them exist. Most significantly, whereas the former is a purely
economic term, the latter rather seems to be a legal one. Josef Drexl, ‘The Rela-
tionship Between the Legal Exclusivity and Economic Market Power: Links and
Limits’ in Inge Govaere and Hans Ullrich (eds), Intellectual Property, Market Pow-
er and the Public Interest (Peter Lang 2008) 15.

523 Grinnell (n 490) 570-71. Monopoly power and market power are to be consid-
ered interchangeable concepts. Thomas G Krattenmaker, Robert H Lande and
Steven C Salop, ‘Monopoly Power and Market Power in Antitrust Law’ (1987)
76 Geo L ] 241.

524 Swift (n 517) 396.

525 Case 6/72 Europemballage Corporation and Continental Can Company Inc v Com-
mission [1973] ECR 215, para 32; Grinnell (n 490) 570-71.
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ternatives to one another in the eyes of the customers.’?¢ The definition of
the relevant market in this field, however, might differ from definitions in
other contexts, since its value here is purely instrumental to a later verifica-
tion of whether a firm has market power or not’?” In this regard, the
CJEU has stated that

... an examination limited to the objective characteristics only of the
relevant products cannot be sufficient: the competitive conditions and
the structure of supply and demand on the market must also be taken
into consideration.’?

In a similar vein, the US Supreme Court has emphasised that, when deter-
mining the outer boundaries of a product market, physical or functional
differences between products are not sufficient to prove separate mar-
kets,*? and that the cross-elasticity of demand and supply constitute essen-
tial factors to be considered.>3°

The delimitation of the market, hence, does not depend so much on
whether products or services are physically comparable, but rather on
whether they can impose a competitive constraint on each other in an eco-
nomic sense.>3!

i. Product and Geographical Markets. The Hypothetical Monopolist Test

In order to determine whether a product is subject to competitive con-
straints, different aspects of the market need to be analysed. In the first
place, and since the constraints depend not only on the likeness of the al-
ternative products but also on the geographical proximity of their supply,
it is important to distinguish the product from the geographical dimen-
sion: both dimensions must be separately studied and later consolidated to
establish the relevant market.’32

526 Continental Can (n 525), para 32; United States v EI du Pont de Nemours & Co 351
US 377, 394 (1956).

527 Commission Notice on the definition of relevant market for the purposes of
Community competition law [1997] O] C372/5, paras 2-3 (EU Notice on Market
Definition).

528 Michelin (n 490) para 37.

529 du Pont (n 526) 394.

530 Brown Shoe Co v United States 370 US 294, 325 (1962).

531 Motta (n 487) 102.

532 EU Notice on Market Definition (n 527) paras 1-4 and 9; Brown Shoe (n 530) 324.
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As it was anticipated above, the relevant product market is comprised
by products that have a sufficient degree of interchangeability, and such in-
terchangeability is to be assessed from an economic standpoint so as to de-
termine whether there can be ‘effective competition between the products
which form part of it’.533 In order to make this assessment, the US Depart-
ment of Justice introduced in 1982 a method commonly known as the SS-
NIP (‘Small but Significant Non-transitory Increase in Prices’) or Hypo-
thetical Monopolist test,3* which has become today the standard method
for most competition agencies worldwide.’3

Essentially, the purpose of the SSNIP test is to identify the smallest mar-
ket within which a hypothetical monopolist would be able to profitably
raise its prices in an appreciable and non-transitory way.*3¢ To this end, it
is necessary to identify a group of products, assume that there is only one
firm selling them (the ‘hypothetical monopolist’) and evaluate whether it
would be profitable for that firm to impose a small but significant and
non-transitory increase in price, or whether after such rise in price con-
sumers would rather shift to readily available substitutes.’3” If the outcome
reveals that such price rise would indeed prove profitable, it suggests that
this group of products does not face significant competitive constraints,
and hence that these products constitute the relevant product market.
Conversely, if the result shows that the firm would not find such price in-
crease profitable, additional products will need to be included into the
group until an increase in their prices would become lucrative.’38

It should be pointed out that, despite the SSNIP test’s proven reliability
when assessing merger cases,’ its employment in situations involving
unilateral conducts is not without difficulties, particularly when determin-
ing the benchmark price to which the hypothetical price increase should

533 Case 85/76 Hoffmann-La Roche & Co AG v Commission [1979] ECR 461, para 28.
See also Brown Shoe (n 530) 325.

534 Gregory | Werden, ‘The 1982 Merger Guidelines and the Ascent of the Hypo-
thetical Monopolist Paradigm’ (2003) 71 Antitrust L ] 253, 254.

535 Elhauge and Geradin (n 508) 334.

536 DoJ and FTC, Horizontal Merger Guidelines (19 August 2010), para 9 (US Hori-
zontal Merger Guidelines).

537 ibid para 4.1.1. US antitrust enforcers refer to a § percent increase. Ibid para
4.1.2. EU law refers to a range of five to ten percent. EU Notice on Market Defi-
nition (n 527) para 17.

538 EU Notice on Market Definition (n 527) para 17.

539 Simon Bishop and Mike Walker, The Economics of Competition Law: Concepts, Ap-
plication and Measurement (3rd edn, Sweet & Maxwell 2010) para 10-002.
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be exerted.’¥ This problem is commonly known as the ‘cellophane falla-
cy’, due to an economic error in which the US Supreme Court incurred in
the well-known du Pont case’*'—an error that has since been widely recog-
nised.>*? The fallacy resides in the fact that, when assessing the conduct of
firms which already possess a high degree of market power, their prices
might already be at a monopoly level, ie high enough so as to make any
further increase unprofitable. Thus, employing their current prices as yard-
sticks could lead to inaccurate market definitions, wrongly including prod-
ucts which do not truly constitute substitutes.’*

Finally, in addition to the relevant product market, the geographical di-
mension should also be appraised. In essence, the geographical market
refers to the relevant area in which the undertaking concerned is involved
and where the conditions of competition are sufficiently homogeneous,
taking particularly into account the characteristics of the products and the
existence of entry barriers (most importantly transport costs) or consumer
preferences.’** As a rule, the demarcation of the relevant geographical mar-
ket is also carried out with the aid of the SSNIP test.>#* The pertinent
question is hence whether the consumers would be ready to switch to
products located elsewhere should the hypothetical monopolist impose a
small but appreciable price increase.’#6

ii. Demand and Supply Substitution
As it was explained above, the quest of defining the relevant product and

geographical market consists of identifying substitutable products, and
such substitutability can be approached from two different angles: demand

540 Jones and Sufrin (n 520) 71; Motta (n 487) 105.

541 du Pont (n 526).

542 See, eg, William M Landes and Richard A Posner, ‘Market Power in Antitrust
Cases’ (1981) 94 Harv L Rev 937, 960-61. Although without expressly referring to
this case, the EU Commission has recognised this difficulty in para 19 of the EU
Notice on Market Definition (n 527).

543 Motta (n 487) 10S. For a list of different solutions that have been suggested to
this problem, see Robert O’Donoghue and A Jorge Padilla, The Law and Eco-
nomics of Article 102 TFEU (2nd edn, Hart 2013) 113-16.

544 EU Merger Regulation, art 9(7); US Horizontal Merger Guidelines (n 536) para
4.2.

545 Monti (n 503) 139.

546 EU Notice on Market Definition (n 527) para 17; US Horizontal Merger Guide-
lines (n 536) paras 4.2.1 and 4.2.2.
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substitution and supply substitution.”*” The former refers to the ability and
willingness of customers to shift from one product to another—which
they view as a substitute—in case of a change in the market such as the
price increase posited within the SSNIP test.>* This is naturally the most
immediate and effective source of competitive constraints, and hence
where competition enforcers normally focus most of their attention.’#

But antitrust agencies, both in the EU and in the US, have recognised
that supply substitution might also be an important factor to consider
when defining the relevant market.>° This principle refers to the ability of
other suppliers, not currently active in the market, to switch their produc-
tion to the relevant (or a substitute) product without substantial delay and
without incurring in significant additional costs in case of a change in
prices like the one hypothesised by the SSNIP test.>’! Thus, even if there
are currently no alternative products in the market, competitive con-
straints might still exist from certain firms if switching production is for
them easy, rapid and feasible.>52

iii. Product and Technology Markets

When envisaging conventional scenarios that normally attract the atten-
tion of competition law enforcers, the types of markets that first come to
mind are probably those consisting of physical goods or services. Markets
where, eg, cars, apples, air tickets or telephone services are traded. Togeth-
er, these markets are commonly referred to as product markets.’s But
when products incorporate technological developments protected by intel-

547 Jones and Sufrin (n 520) 66.

548 EU Notice on Market Definition (n 527) para 13; US Horizontal Merger Guide-
lines (n 536) para 4.

549 EU Notice on Market Definition (n 527) para 13.

550 ibid paras 20-23; US Horizontal Merger Guidelines (n 536) para 4. The US
Supreme Court had long ago acknowledged this principle in United States v
Columbia Steel Co 334 US 495 (1948) and so did the CJEU in Continental Can (n
525) para 33.

551 EU Notice on Market Definition (n 527) para 20; US Horizontal Merger Guide-
lines (n 536) para S.1.

552 Motta (n 487) 104.

553 Communication from the Commission, Guidelines on the applicability of arti-
cle 101 of the Treaty on the Functioning of the European Union to horizontal
co-operation agreements [2011] OJ C 11/1, para 8 (EU Guidelines on Horizontal
Cooperation Agreements).
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lectual property rights and those rights are marketed independently from
the products to which they relate, a separate technology market might also
need to be acknowledged.’** Indeed, technology can constitute an up-
stream market that plays the exact same role as any other input to the
goods and services traded in the downstream product market—just like
any other physical supply.*>S For instance, to manufacture and sell a cer-
tain gadget, a firm might not only need physical supplies like silicon, cop-
per or plastic, but also licences for those intellectual property rights which
protect the technology embedded in it, and each of them could thus con-
stitute a separate market: the downstream product market for the gadget
(and its possible substitutes), the upstream product markets for silicon,
copper and plastic (and their possible substitutes) and the upstream tech-
nology market for the intellectual property licences (and their possible
substitutes).

The existence of technology markets as a concept separate from product
markets has been recognised both in the EU and in the US.55¢ They are de-
fined, in both jurisdictions, as the intellectual property rights that are li-
censed and their substitutes, ie technologies which are sufficiently close
that customers could use them as substitutes,>” or which are sufficiently
close to constrain the exercise of market power.>38

From a theoretical point of view, technology markets do not fundamen-
tally differ from product markets.>>® As a matter of fact, they are treated
like any other upstream supply market and the same methodology— ie,

554 ibid para 116.

555 Josef Drexl, ‘Anticompetitive Stumbling Stones on the Way to a Cleaner World:
Protecting Competition in Innovation Without a Market’ (2012) 8 ] Comp L &
Econ 507, 514.

556 Commission Regulation (EC) 316/2014 of 21 March 2014 on the application of
Article 101(3) of the Treaty on the Functioning of the European Union to cat-
egories of technology transfer agreements [2014] OJ L93/17, art 1 (TTBER);
Commission Regulation (EU) 1217/2010 on the application of Article 101(3) of
the Treaty on the Functioning of the European Union to certain categories of re-
search and development agreements, [2010] OJ L335/36, art 1; DoJ and FTC, An-
titrust Guidelines for the Licensing of Intellectual Property (12 January 2017)
para 3.2.2 (US Antitrust Guidelines for the Licensing of IP).

557 EU Guidelines on Horizontal Cooperation Agreements (n 553) para 116; Com-
munication from the Commission, Guidelines on the application of Article 101
of the Treaty on the Functioning of the European Union to technology transfer
agreements [2014] OJ C89/3, para 22 (EU Guidelines on Technology Transfer
Agreements).

558 US Antitrust Guidelines for the Licensing of IP (n 556) para 3.2.2.

559 Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 515.
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the hypothetical monopolist or SSNIP test—is thus employed for defining
their boundaries.’®® Therefore, in the case of technology markets, the co-
nundrum is to identify the smallest group of technologies over which a hy-
pothetical monopolist would be able to profitably impose a small but sig-
nificant and non-transitory price increase.

Defining a technology market, however, might encounter some addi-
tional hurdles that do not emerge in traditional product markets.*®! Identi-
fying the actual sources of competitive constraints for any given technolo-
gy, for instance, can be particularly challenging. The main source of com-
petitive constraints is undoubtedly incarnated by substitute technologies
offered by competing licensors,’¢? ie by the intellectual property rights
owned by third parties to which customers could switch. But constraints
to a technology to produce a certain good can also originate from tech-
nologies used to produce other goods that compete with the former in the
downstream product market.’®> And what is more, competitive constraints
might even stem from technologies that belong to the public domain—ei-
ther because they are non-patented, non-patentable or the term already ex-
pired. Indeed, in those cases, a price increase by the licensor of the patent-
ed technology could lead customers to switch to alternative free technolo-
gies. Finally, competitive constraints can also derive from protected tech-
nologies which are only used in-house and hence not available for cus-
tomers to license. In these cases, the competitive constraint of the alterna-
tive technology cannot be observed in the upstream market—because said
technology is not open for licensing—but rather in the downstream prod-
uct market, where the products implementing the alternative technologies
actually compete. In light of the foregoing, and also bearing in mind the
complications of employing the SSNIP test in upstream technology mar-
kets where information on royalty levels tends to be very scarce,*** compe-
tition agencies often turn to look at the downstream product markets
when defining the relevant technology market.%%

560 EU Guidelines on Technology Transfer Agreements (n 557) para 22; US An-
titrust Guidelines for the Licensing of IP (n 556) para 3.2.2.

561 See, eg, the discussions on defining the relevant market that preceded the adop-
tion of the TTBER. Jones and Sufrin (n 520) 867-74.

562 EU Guidelines on Horizontal Cooperation Agreements (n 553) para 116; US An-
titrust Guidelines for the Licensing of IP (n 556) para 3.2.2.

563 US Antitrust Guidelines for the Licensing of IP (n 556) para 3.2.2, fn 19.

564 Jones and Sufrin (n 520) 882.

565 EU Guidelines on Technology Transfer Agreements (n 557) para 25; US An-
titrust Guidelines for the Licensing of IP (n 556) para 3.2.2.
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An additional source of competitive constraint for technology mar-
kets—but one certainly not free from controversy—is the one stemming
from potential competition. The EU Guidelines on Horizontal Coopera-
tion Agreements, for instance, regard potential competition as a relevant
factor for defining the relevant technology market, although they mainly
seem to refer to supply substitution scenarios, ie firms which do not cur-
rently license their technology but might be willing to do so if the licens-
ing prices increase.’%® But the concept of potential competition can be a bit
of a quagmire, as it might also be interpreted to comprise less immediate
sources of constraints.’®’ Indeed, in the area of technology markets, poten-
tial competition could be interpreted as also embracing the hypothetical
incentives that other firms might have for engaging in R&D activities to
develop competing technologies. In view of the extended times ordinarily
demanded by R&D activities, however, the likelihood of them configuring
a competitive constraint seems rather strained and its inclusion in the defi-
nition of the relevant technology market may thus be far-fetched.

Finally, a question that might become particularly relevant for the ob-
ject of this work is whether a technology market needs to be defined at all
in those cases where the technology concerned is not open for licensing. A
pharmaceutical firm, for instance, could be the owner of a patent and sell
the pharmaceutical product implementing the technology without licens-
ing the patent to any other party. In such cases, a product market certainly
exists for the pharmaceutical product concerned and its substitutes, but is
it necessary to define a separate technology market for the patented tech-
nology? A similar question arose in the context of the debate on refusal to
license in the EU, where the CJEU stated that, in order for a refusal to li-
cense to violate competition laws, the existence of two separate markets
(among other requirements) needed to be verified.**® In that case, the
CJEU also stated that, for identifying the upstream market, ‘it is sufficient
that a potential market or even hypothetical market can be identified’.5%

566 EU Guidelines on Horizontal Cooperation Agreements (n 553) para 118. Such
potential competition, however, is not considered in the TTBER when defining
the relevant technology market. TTBER, art 1(n)(i).

567 The Commission Notice on the definition of the relevant market expressly states
that potential competition should not be taken into account for defining rele-
vant markets, although it might be taken into account at a later stage. EU Notice
on Market Definition (n 527) paras 14 and 24.

568 Case C-418/01 IMS Health GmbH & Co OHG v NDC Health GmbH & Co KG
[2004] ECR 1-5039, para 38.

569 ibid para 44.
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Such a definition, however, has been accused of artificial and criticised for
the dangerous implications it entails,’’® and it might be possible to argue,
in any case, that it was aimed to the specific circumstances of refusal to li-
cense cases. Such a definition in the context of this work could indeed lead
to extremely narrow market definitions.

iv. Competition without markets. From Innovation Markets to
Competition in Innovation

It is fairly clear today that firms do not only compete in terms of price over
existing products, but also in terms of innovation by continually striving
to generate new and better products.’’! From an economic perspective,
this suggests that competition among companies can also be approached
from a dynamic dimension and competition policy might hence have an
important role to play in steering innovation. The idea is admittedly not
new: rivers of ink have flowed seeking to recognise which market structure
is more favourable for technological development and two major lines of
thought are traditionally identified in this regard. Firstly, from a Schum-
peterian perspective, the idea of temporary market power is considered an
essential factor for motivating firms to engage in research and develop-
ment activities, both as a stimulating reward and as a way to recover
costs.’’? In apparent contradiction, Arrow argued that it is the existence of
competitive constraints that predominantly encourages firms to inno-
vate.’”3 But these two fundamental insights are not necessarily irreconcil-
able, as they might both coalesce under the overarching principle of con-
testable markets.’’# In any case, that competition policy occupies a pivotal

570 Damien Geradin, ‘Limiting the Scope of Article 82 EC: What can the EU Learn
From the US Supreme Court’s Judgment in Trinko in the Wake of Microsoft,
IMS, and Deutsche Telekom?’ (2004) 41 CML Rev 1519, 1530.

571 Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 513.

572 Joseph Schumpeter, Capitalism, Socialism and Democracy (Routledge 1992) 87-92.

573 Kenneth ] Arrow, ‘Economic Welfare and the Allocation of Resources for Inven-
tion’ in National Bureau of Economic Research (ed), The Rate and Direction of
Inventive Activity: Economic and Social Factors (Princeton Univ Press 1962)
620.

574 Carl Shapiro, ‘Competition and Innovation: Did Arrow Hit the Bull’s Eye? in
Josh Lerner and Scott Stern (eds), The Rate and Direction of Inventive Activity Re-
vistted (Univ of Chicago Press 2012) 363-64.
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position in spurring innovation can hardly be debated and both EU and
US laws have long acknowledged this central role.’”’

When firms engage in innovation activities, they frequently do it in an
‘incremental’ or ‘evolutionary’ way, in the sense that they simply remodel
or improve already existing products and processes. But innovation can
also be—and occasionally is—‘revolutionary’ or ‘drastic’, as it can lead to
the emergence of wholly new products and product markets.>”¢ Yet for this
form of innovation, where firms compete for future, not-yet-existing tech-
nology and product markets, traditional competition laws might at times
result ill-suited, seeing as their regulations and tools strongly rely on the
notion of already existing markets.>””

When competition agencies and scholars first took interest on this issue
and began to realise that firms’ incentives to innovate can be strongly af-
fected by events taking place long before the emergence of the traditional
product markets, the question immediately arose as to how could competi-
tion rules better adapt to this scenario. The initial reaction was to try to
identify a further upstream market, and Gilbert and Sunshine suggested in
this line that a separate ‘innovation market’ should be recognised.’”® The
concept was first proposed for merger analysis, but the DoJ and the FTC
quickly incorporated it in 1995 when issuing the Guidelines for the Licens-
ing of Intellectual Property.’”? According to these guidelines, an innova-
tion market ‘consists of the research and development directed to particu-
lar new or improved goods or processes, and the close substitutes for that
research and development.”®® To define its boundaries, the guidelines

575 EU Guidelines on Technology Transfer Agreements (n 557) para 7; FTC, ‘To
Promote Innovation’ (n 486) ch 2, 8-9.

576 See Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 513-14; Miguel Rato and
Nicolas Petit, ‘Abuse of Dominance in Technology-Enabled Markets: Established
Standards Reconsidered?’ (2013) 9 ECJ 1, 3.

577 Susan DeSanti and William Cohen, ‘Competition to Innovate: Strategies for
Proper Antitrust Assessments’ in Rochelle C Dreyfuss, Diane L Zimmerman and
Harry First (eds), Expanding the Boundaries of Intellectual Property (OUP 2001)
328; Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 508.

578 Richard J Gilbert and Steven C Sunshine, ‘Incorporating Dynamic Efficiency
Concerns in Merger Analysis: The Use of Innovation Markets’ (1994) 63 An-
titrust L J 569.

579 US Antitrust Guidelines for the Licensing of IP (n 556) para 3.2.3.

580 ibid.
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even attempt to transplant the SSNIP test.*8! In a similar vein, the concept
of innovation markets was also incorporated in the EU in the old Guide-
lines on Technology Transfer Agreements and in the old Guidelines on
Horizontal Cooperation Agreements.’82

Despite its laudable purposes, the notion of innovation markets rapidly
became the object of intense criticism.*®> Among the many critiques yield-
ed by such a proposal, perhaps the most important one lies on the fact that
an ‘innovation market’ falls short of all the essential features that define a
proper market, since there are absolutely no transactions taking place at
that stage.’84 Speaking of an innovation market thus mistakenly leads to
think that a relevant market can actually be defined and, most important-
ly, that the notion of market power can be transposed to this sphere.’®* In
reality, however, innovation competition seems to work differently from
traditional price competition; the economic theory behind the latter might
not completely explain the structure of the former. From a Schumpeterian
perspective, for instance, reducing the number of firms engaging in R&D
does not necessarily have a negative impact on innovation.>%¢

Considering these strong concerns, modern US and EU regulations
seem to be shifting away from the concept of ‘innovation markets’.5%”
Without diminishing the importance of the dynamic dimension in the

581 ibid (‘The close substitutes are research and development efforts, technologies,
and goods that significantly constrain the exercise of market power with respect
to the relevant research and development, for example by limiting the ability
and incentive of a hypothetical monopolist to retard the pace of research and de-
velopment.’) (Citations omitted).

582 Communication from the Commission: Guidelines on the application of Article
81 of the EC Treaty to technology transfer agreements, O.J. C101/2 (27.04.2004)
para 25 (repealed); Commission Notice, Guidelines on the applicability of Arti-
cle 81 of the Treaty to horizontal cooperation agreements, [2001] O] C3/2, para
60 (repealed).

583 See, eg, Richard T Rapp, ‘The Misapplication of the Innovation Market Ap-
proach to Merger Analysis’ (1995) 64 Antitrust L J 19; John Temple Lang, ‘Euro-
pean Community Antitrust Law: Innovation Markets and High Technology In-
dustries’ (1997) 20 Fordham Int’1 L J 717.

584 Rapp (n 583) 27.

585 Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 519.

586 Research joint ventures, for example, are a form of concentration that reduces
competition between different R&D projects, and would hence be highly suspi-
cious if viewed from a traditional competition standpoint. Rapp (n 583) 28-30
(1995). See also DeSanti and Cohen (n 577) 332.

587 Some, however, consider that the ‘innovation market’ analysis might still serve
as a good starting point. See, eg, Benjamin R Kern, ‘Innovation Markets, Future
Markets, or Potential Competition: How Should Competition Authorities Ac-
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overall competition assessment, they now refer to ‘innovation competi-
tion™ 88 or ‘competition in innovation%’ and avoid using the term ‘mar-
ket’. The TTBER Guidelines in the EU, for instance, explain that, in situa-
tions in which competition in innovation might be at stake, the Commis-
sion will normally confine to analyse existing product and technology
markets or recognise innovation as a source of potential competition, and
in exceptional cases it will proceed to analyse the effects on competition in
innovation separately.’®® The new approach seems to provide more flexi-
bility to the competition agencies in coping with these novel prob-
lems—though sometimes sacrificing legal certainty.>!

Be that as it may, the discussion on innovation competition has mostly
taken place within the framework of bilateral conducts, ie when two par-
ties merge or enter into different types of agreements in such a way that
mutual constraints to innovate are reduced. Much less debate seems to
have arisen in the context of unilateral behaviours,?? one of the most im-
portant reasons probably being that the relevant rules are deeply associated
with the concept of market power and simply cannot be applied against
conducts excessively remote from the emergence of a traditional market.5%3
The state of affairs might be even more problematic under European law,
for art 102 TFEU only condemns conducts carried out by firms already
holding a dominant position—as opposed to §2 Sherman Act in the US,
which also censures behaviours taking place before that stage.

It is important to note that this riddle might become of utmost impor-
tance in circumstances like the ones targeted by this work, for conducts in
the patent office sphere might take place long before a palpable market ex-
ists and hence only affect future product or technology markets.’** Never-

count for Innovation Competition in Merger Reviews?’ (2014) 37 World Com-
petition 173.

588 US Horizontal Merger Guidelines (n 536) para 6.4.

589 EU Guidelines on Horizontal Cooperation Agreements (n 553) paras 119-22; EU
Guidelines on Technology Transfer Agreements (n 557) para 26.

590 EU Guidelines on Technology Transfer Agreements (n 557) para 26.

591 Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 519.

592 An important exception in Europe is given by the investigation that the Com-
mission carried in Boebringer Ingelheim (Case COMP/39.246). The conducts un-
der analysis involved defensive patenting strategies in form of applications for
blocking patents. The case was finally closed with a settlement agreement. See
Commission Press Release 1P/11/842, ‘Antitrust: Commission Welcomes Im-
proved Market Entry for Lung Disease Treatments’ (6 July 2011).

593 Drexl, ‘Anticompetitive Stumbling Stones’ (n 555) 529.

594 See text at nn 1454{f in ch 6.
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theless, many of these conducts might still not be captured by the concept
of competition in innovation, since they may not truly entail constraints
against other firms’ incentives to innovate, but rather on traditional com-
petition by imitation—though on a market which might not yet exist.>*’

b. Market Power

Once the relevant market is defined, the following step consists on deter-
mining whether a firm has market power on it. From an economic per-
spective, market power is traditionally defined as the ability of a firm or
group of firms to profitably raise prices above marginal cost,*”® or above
competitive levels.’” Based on these definitions, most firms would actually
hold at least some degree of market power, as it is only in hypothetical per-
fect competition models that prices equal marginal costs.”* However, not
any kind of market power in an economic sense constitutes relevant mar-
ket power in the eyes of antitrust laws, but in those cases where such mar-
ket power can be regarded as ‘substantial’ and durable.’®®

In any case, and despite a few concerns that might be posed from a theo-
retical dimension, these definitions are widely regarded as the cornerstone
of any market power assessment®® and its influence can clearly be per-
ceived in the definitions that EU and US courts have offered for this con-
cept. In the EU, the CJEU has defined a dominant position as

595 Josef Drexl, ‘AstraZeneca and the EU Sector Inquiry: When do Patent Filings Vi-
olate Competition Law?’ in Josef Drexl and Nari Lee (eds), Pharmaceutical Inno-
vation, Competition and Patent Law: A Trilateral Perspective (Edward Elgar 2013)
315-20. See also Marcus Glader, Innovation Markets and Competition Analysis (Ed-
ward Elgar 2006) 297-98 (arguing that, although there are good reasons to cau-
tion against the policy of innovation markets, it might provide an effective way
of attacking unilateral anticompetitive behaviour affecting competition at an
early stage, such as fraudulent procurement of patents).

596 Landes and Posner, ‘Market Power in Antitrust Cases’ (n 542) 939; Bishop and
Walker (n 539) para 3-002.

597 Areeda and Hovenkamp, Fundamentals (n 515) para 5.02.

598 Motta (n 487) 115.

599 Jones and Sufrin (n 520) 59. For the complexities of determining what consti-
tutes ‘substantial’ market power, see Einer Elhauge, ‘Defining Better Monopo-
lization Standards’ (2003) 56 Stan L Rev 253, 259-60. It has also been argued that
there is no reason to exclude short-lasting monopoly power from the scope of
competition rules, provided that the anticompetitive harm can be proven. Luis
Ortiz Blanco, Market Power in EU Antitrust Law (Hart 2012) 47-48.

600 Jones and Sufrin (n 520) 60.
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...a position of economic strength enjoyed by an undertaking which
enables it to prevent effective competition being maintained on the
relevant market by giving it the power to behave to an appreciable ex-
tent independently of its competitors, customers and ultimately of its
consumers.®!

For its part, the Supreme Court in the US has defined market power
(monopoly power) as ‘the power to control prices or exclude competi-
tion’.602

Although both definitions seem to include two separate compo-
nents—one referring to price discretion and the other one to the ability to
exclude competition—it is widely understood that both elements represent
simply one and the same thing,% as market power ultimately entails a cer-
tain level of discretion in price-setting.6%4

If market power, thus, is defined as the ability of a firm to independent-
ly set prices above marginal cost or competitive prices, a simple and direct
method for proving market power in both jurisdictions would be to ob-
serve price levels in the market and compare them against their marginal
costs or the prices that would be perceived as competitive.® In practice,
however, that is rarely the case. Firstly, because estimating the marginal
cost is in practice a quasi-impossible task.%% The same can also be said
about competitive prices, since unilateral behaviour cases are precisely
based on the premise that the market is no longer competitive.®” Further-
more, because even if it was possible to estimate the marginal cost, a firm
might have inefficiently high costs (and hence price slightly above
marginal cost) and still hold a dominant position,*°® or enjoy large profit
margins in a market of effective competition.®® It is for all these reasons

601 Case 27/76 United Brands Co v Commission [1978] ECR 207, para 65.

602 du Pont (n 526) 391.

603 Damien Geradin and others, “The Concept of Dominance in EC Competition
Law’ (2005) GCLC Research Paper on the Modernization of Article 82 EC, 3
<http://ssrn.com/abstract=770144> accessed 14 February 2018.

604 EU Guidance Paper (n 489) paras 10-11; du Pont (n 526) 392.

605 The most cited method in this sense is the renowned ‘Lerner index’, which mea-
sures the difference between current prices and marginal cost. Abba P Lerner,
‘The Concept of Monopoly and the Measurement of Monopoly Power’ (1934) 1
Rev of Econ Stud 157.

606 Motta (n 487) 116.

607 Elhauge and Geradin (n 508) 279.

608 Motta (n 487) 116; Monti (n 503) 131.

609 United Brands (n 601) para 126. See also Landes and Posner, ‘Market Power in
Antitrust Cases’ (n 542) 957 (1981).
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that courts and competition agencies, both in the EU and the US, turn to
alternative, indirect methods for determining market dominance, most
commonly by observing market shares—which explains why the previous
step of appropriately defining the relevant market is of utmost impor-
tance.%10

i. Indirect Methods of Establishing Market Power. Market Shares, Entry
Barriers and other Indicia

In actual practice, the most frequent way for determining market power is
by inferring it from the market share that the concerned firm holds in the
relevant market.6!! Although, as a rule, this factor cannot alone uphold a
finding of dominance, it is often used as a valuable starting-point and re-
garded as the most important element in every market power assess-
ment.6!2

Which precise levels of market share, then, do authorities normally re-
gard as an indication of market power? In the case of the EU, the CJEU un-
derstands that, save in exceptional circumstances, a market share above
50% constitutes a presumption of market power®!? and it would hence be
the concerned firm’s burden to rebut it. On the other end of the spectrum,
low levels of market share (below 25%) can establish a presumption of lack
of market power.¢'# In the US, market power thresholds seem to be some-
how higher.’S Courts normally regard more than 90% as certainly evi-
dencing monopoly power, shares around 60% as doubtful scenarios and
shares of 33% as clearly ruling it out.61¢

610 Jones and Sufrin (n 520) 61.

611 Hoffmann-La Roche (n 533) para 39; Grinnell (n 490) 571; Jefferson Parish Hospital
District No 2 v Hyde 466 US 2, 17 (1984).

612 Hoffmann-La Roche (n 533) paras 39-40; Areeda and Hovenkamp, Fundamentals
(n 515) para 5.03b. It has been argued, however, that in dynamic markets with
short innovation cycles, even high market shares might not be indicative of mar-
ket power. See, eg, Case T-79/12 Cisco Systems Inc v Commission (GC, 11 Decem-
ber 2013), para 69.

613 Case C-62/86 AKZO Chemie BV v Commission [1991] ECR 1-3359, para 60.

614 Case 75/84 Metro SB-Grofimdirkte GmbH & Co KG v Commission [1986] ECR
3021, paras 85-86 (market shares of 10% and below practically preclude the exis-
tence of a dominant position); EU Merger Regulation, recital 32 (a market share
below 25% is not likely to impede effective competition).

615 Monti (n 503) 143-44.

616 Alcoa (n 490) 424; American Tobacco Co v United States 328 US 781, 813-14 (1946).
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Notwithstanding their somewhat diverse standards, both jurisdictions
show that there is a wide range of situations where the market share is nei-
ther high nor low enough to constitute a decisive indicium.®'” Thus, any-
where between their upper and lower benchmarks, competition agencies
will need to turn to additional factors.

One of the most important factors to be considered in this regard is the
existence of entry barriers—a notion deeply intertwined with supply sub-
stitutability, potential competition and contestable markets.’!® Generally
speaking, the concept of entry barriers refers to the level of difficulty for
potential competitors to enter the relevant market and constrain the ability
of the allegedly-dominant firm to raise prices.c' In this sense, if an incum-
bent has a high market share but entry to the relevant market is extremely
easy, it is likely that it has no significant market power.6?

Entry barriers can result from a wide variety of factors, and in many cas-
es hinge on the sunk costs involved.®?! Entry barriers can arise, firstly, from
the very nature of the relevant market, eg due to the existence of
economies of scale, natural monopolies, essential facilities, network effects,
etc.%22 They can even arise from the restrictive behaviour of firms already
in the market.®?> But most importantly for the purposes of this work, barri-
ers to entry can be the result of governmental measures, including the
grant of intellectual property rights.?* Some patents, indeed, can signifi-
cantly raise barriers to entry,5? although others might play no role at
all—the impact ultimately depending on its scope, the existence of alterna-

617 It has also been argued that the relevance of market share as a factor for finding
market power should strongly depend or the reliability of the definition of the
relevant market, although courts do not seem to pay much attention to this
question. Areeda and Hovenkamp, Fundamentals (n 515) para 5.03a.

618 Motta (n 487) 120-21.

619 Southern Pacific Communications Co v ATSGT Co 740 F 2d 980, 1002 (DC Cir
1984).

620 Monti (n 503) 144.

621 Commission Notice, Guidelines on Vertical Restraints [2010] O] C130/1, para
117 (EU Guidelines on Vertical Restraints).

622 Ortiz Blanco (n 599) 60.

623 ibid 61.

624 EU Guidelines on Vertical Restraints (n 621) para 117. Other entry barriers
emerging from governmental action include exclusive rights, state aid, import
tariffs, special authorisation requirements, etc.

625 See, eg, AstraZeneca (Case COMP/A.37.507/F3) Commission Decision
2006/857/CE [2006] OJ L332/24, para 517.
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tive technologies, etc.2¢ The specifics of the relationship between patents
and market power are more comprehensively analysed in the following
chapter.?7

In addition to entry barriers, other supplementary factors which are oc-
casionally resorted to when assessing market power include the relative
level of market share,®?8 the structure of demand,®?® and the behaviour of
the undertakings.®3* Lastly, specific industries might also merit particular
factors to be taken into account. In the pharmaceutical sector, for instance,
firms are often restrained in terms of price-setting, either directly through
price controls or indirectly through reimbursement arrangements.®!

ii. Is Market Definition Always Necessary? Direct Methods of Establishing
Market Power

As previously explained, the rationale behind the traditional method of
evaluating market power indirectly, and thereby first defining the relevant
market, seems to be that any attempt to measure it in a direct way is
doomed to fail—mostly due to the lack of reliable data.®3? Yet the task of
defining the relevant market might sometimes present comparable hur-

626 Andreas Heinemann, ‘The Contestability of IP-Protected Markets’ in Josef Drexl
(ed), Research Handbook on Intellectual Property and Competition Law (Edward El-
gar 2008) 62-63; Sven Bostyn and Nicolas Petit, ‘Patent=Monopoly: A Legal Fic-
tion’ (2013) 15 <http://ssrn.com/abstract=2373471> accessed 14 February 2018.

627 See text at nn 734ffin ch 5.

628 Hoffmann-La Roche (n 533) para 63 (a significant gap between the firm con-
cerned and the next largest competitors is an additional factor for assessing mar-
ket dominance); Transource Int’l Inc v Trinity Industries Inc 725 F 2d 274, 284 (5th
Cir 1984).

629 Scherer and Ross (n 486) ch 14.

630 Ortiz Blanco (n 599) 57, 62-65. The CJEU has indeed acknowledged that the
mere ability to engage in an anticompetitive behaviour can be indicative of mar-
ket dominance. Michelin (n 490) para 60 (confirming the criteria used by the
Commission).

631 Communication from the Commission, Pharmaceutical Sector Inquiry: Final
Report (8 July 2009) paras 145-46 <http://ec.europa.eu/competition/sectors/phar
maceuticals/inquiry> accessed 14 February 2018. Yet it is also argued that, in the
pharmaceutical industry, the market power held by firms is often larger due to
the very limited elasticity of demand, and that price controls are just a means of
curtailing to some extent such excessive market power. Commission Decision in
AstraZeneca (n 625) paras 553-56.

632 Motta (n 487) 101.
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dles, particularly when searching for a benchmark price for applying the
SSNIP test in already monopolised markets.633 Furthermore, market shares
might not always constitute a reliable yardstick with which to determine
market power.%3# It has even been argued that defining a market is impos-
sible without first formulating an estimate of market power.3® Thus, con-
sidering that econometric tools and evidence are sometimes available for
assessing market power directly, competition agencies might as well, under
certain circumstances, eschew the traditional structural analysis and dis-
pense with the task of defining the relevant market.63¢

In the EU, indeed, recent cases in the Commission seem to evidence a
subtle shift away from market definitions and towards directly testing mar-
ket power.®¥” Furthermore, the CJEU has admitted that, in certain cases,
the behaviour of a firm in the market can itself demonstrate that it is able
to impede effective competition and, hence, that it holds a dominant pos-
ition.3® A similar predisposition can be observed in US agencies and
courts.®?

II. The Second Element: the Abusive or Anticompetitive Behaviour

As it was mentioned earlier, neither EU nor US law condemn the holding
of market power as such, but rather require on top some kind of anticom-

633 See text at nn S40ff.

634 Motta (n 487) 117.

635 Louis Kaplow, ‘Why (Ever) Define Markets?” (2010) 124 Harv L Rev 437, 466-67.

636 James A Keyte and Neal R Stoll, ‘Markets? We Don’t Need no Stinking Markets!
The FTC and Market Definition’ (2004) 49 Antitrust Bull 593; Monti (n 503)
150-53.

637 Monti (n 503) 152. As a matter of fact, this was a central argument in the report
of the Economic Advisory Group on Competition Policy (EAGCP) when advo-
cating for an economic approach to competition law. European Commission,
Econ Advisory Group on Competition Policy, Report on an Economic Ap-
proach to Article 82 (July 2005) 14 <http://ec.europa.cu/dgs/competition/econo
mist/eagep_july_21_05.pdf> accessed 14 February 2018. For a more thorough
discussion, see Emanuela Arezzo, ‘Is There a Role for Market Definition and
Dominance in an Effects-Based Approach?” in Mark-Oliver Mackenrodt, Beatriz
Conde Gallego and Stefan Enchelmaier (eds), Abuse of Dominant Position: New
Interpretation, New Enforcement Mechanisms? (Springer 2008) 21.

638 Michelin (n 490) paras 60-61 (confirming a decision from the Commission in
that sense).

639 Tops Markets Inc v Quality Markets Inc 142 F 3d 90, 98 (2nd Cir 1998); Toys “R” Us
v FTC 221 F 3d 928, 937 (7th Cir 2000). See also Keyte and Stoll (n 636).
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petitive behaviour on the part of the concerned firm: in the EU an abuse of
that market power and in the US the monopolising conduct or the attempt
to monopolise. Neither art 102 TFEU nor § 2 Sherman Act, however, offer
a clear-cut definition of what such behaviours consist of. A list of specific
conducts is admittedly offered in art 102 TFEU, but such list is merely il-
lustrative and other behaviours not included therein can thus still fall
within its scope.®4’ Courts on both sides of the Atlantic have hence strived
to provide some guidance on the issue, although an all-encompassing defi-
nition might be a well-nigh impossible task to achieve.®*!

On the US side, the Supreme Court long ago expressed that the monop-
olisation conduct consists of the ‘willful acquisition or maintenance’ of
monopoly power ‘as distinguished from growth or development as a con-
sequence of a superior product, business acumen, or historic accident.’64?
The first problem with this definition probably arises with the fact that
very often firms wilfully acquire or maintain market power precisely
through superior products or business acumen.®* These concepts, hence,
are not mutually exclusive.®** Moreover, the vagueness of terms like ‘supe-
rior product’ and ‘business acumen’ might bring unnecessary uncertainty
to the legal standard, as it might often be difficult to distinguish, for in-
stance, whether a certain business strategies represents a superior business
acumen or an illicit, exclusionary conduct.® In an effort to clarify, mod-
ern case law seems to prefer the concept of ‘competition on the merits’ in-
stead. In Aspen Skiing, for instance, the Supreme Court defined an anti-
competitive behaviour as that which ‘not only (1) tends to impair the op-
portunities of rivals, but also (2) either does not further competition on
the merits or does so in an unnecessarily restrictive way. 646

In the case of the EU, the CJEU offered a seminal definition of abusive
behaviour in Hoffmann-La Roche, where it stated that

640 Continental Can (n 525) para 26; Case C-95/04 P British Airways v Commission
[2007] ECR 1-2331, para 57; Case C-52/09 Konkurrensverket v TeliaSonera Sverige
AB [2011] ECR 1-527, para 26. See also O’Donoghue and Padilla (n 543) 257-58
(the list of examples of art 102 TFEU is not exhaustive, although it does set out
an exhaustive list of categories of abuse).

641 Richard Whish, Competition Law (8th edn, OUP 2015) 208.

642 Grinnell (n 490) 570-71.

643 Elhauge, ‘Defining Better Monopolization Standards’ (n 599) 261.

644 ibid.

645 ibid 263.

646 Aspen Skiing Co (n 518) 605, fn 32. See also Trinko (n 490) 407 (stating that the
possession of monopoly power is not unlawful ‘unless it is accompanied by an
element of anticompetitive conduct’) (emphasis in original).
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[tlhe concept of abuse is an objective concept relating to the behaviour
of an undertaking in a dominant position which is such as to influence
the structure of a market where, as a result of the very presence of the
undertaking in question, the degree of competition is weakened and
which, through recourse to methods different from those which condi-
tion normal competition in products or services on the basis of the
transactions of commercial operators, has the effect of hindering the
maintenance of the degree of competition still existing in the market
or the growth of that competition.®#

This is probably the most frequently cited definition of abuse in EU case
law, although the question naturally remains as to what exactly constitutes
‘normal competition’. In more recent cases, the CJEU seems to prefer a
slightly different language by requiring dominant firms to ‘compete on the
merits’,*® in some way resembling the evolution of US Supreme Court’s
case law. The Commission, for its part, has also adopted this concept in its
Guidance on the application of art 102 TFEU—and ventured to shed some
light on it.*# In the EU, the concept of abuse is also strongly influenced by
the fact that courts have consistently recognised a ‘special responsibility’
upon dominant firms.®° In this regard, the CJEU stated in Michelin that a
firm holding a dominant position has ‘a special responsibility not to allow
its conduct to impair genuine undistorted competition on the common
market.’®5! In later cases, the CJEU even suggested that said responsibility
might increase along with the degree of market power.552

In any case, both jurisdictions seem to be slowly converging in delineat-
ing the scope of the reprehensible behaviour along the boundaries of the
concept of ‘competition on the merits’. The exact confines of this standard,
however, are still strongly debated and there are in fact numerous exam-

647 Hoffmann-La Roche (n 533) para 91.

648 AKZO (n 613) para 70; Post Danmark (n 489) para 25.

649 EU Guidance Paper (n 489).

650 Jones and Sufrin (n 520) 374.

651 Michelin (n 490) para 57.

652 Case C-333/94 P Tetra Pak International SA v Commission [1996] ECR 1-5951, para
24 (Tetra Pak II); Compagnie Maritime Belge (n 490) para 114. The idea of ‘super
dominance’ and increased responsibilities has been often criticised for lack of
economic basis and for adding significant legal uncertainty. O’Donoghue and
Padilla (n 543) 206-08. See also Ekaterina Rousseva and Mel Marquis, ‘Hell
Freezes Over: A Climate Change for Assessing Exclusionary Conduct under Arti-
cle 102 TFEU’ (2013) 4 J Eur Comp L & Prac 32, 43 (suggesting that Post Dan-
mark may indicate an attempt to read this concept from a more economic per-
spective).
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ples of clashing interpretations, where conducts labelled as ‘competition
on the merits’ in the United States were judged anticompetitive under EU
law.653 At the end of the day, the definition of what constitutes an anti-
competitive behaviour seems to be strongly swayed by the ultimate interest
that antitrust is believed to protect, although important differences also
linger when observing the particulars of art 102 TFEU and §2 Sherman
Act and the conditions that each of these provisions demand. The follow-
ing paragraphs analyse those that are most relevant for the purposes of this
work.

a. Types of Anticompetitive Conducts: Exclusionary and Exploitative
Behaviours

Under EU law, two types of abuse are commonly distinguished: exploita-
tive and exclusionary.®* The CJEU has recognised in Continental Can that
both of them are captured within the scope of art 102 TFEU.® Simply
put, exploitative abuses are those where firms take advantage of their mar-
ket power in order to exploit their customers,®*¢ the classic example being
the imposing of high prices. Exclusionary abuses, on the other hand, harm
customers in a more indirect—but also more severe—way, by affecting the
competitive process and hence preventing the development of competi-
tion.®%7

653 See, eg, Monti’s case study on the British Airways/Virgin case on rebate schemes.
Monti (n 503) 162-69.

654 Additional categories of abuses are occasionally mentioned, such as ‘reprisal’
abuses or ‘single market’ abuses. See, eg, John Temple Lang, ‘Reprisals and Over-
reaction by Dominant Companies as an Anti-competitive Abuse under Article
82(b)’ (2008) 29 Eur Comp L Rev 13. See also Jones and Sufrin (n 520) 371-72
(also highlighting that the line between exploitative and exclusionary abuses be-
comes blurred when approaching art 102 TFEU from a consumer welfare ap-
proach); Akman, The Concept of Abuse (n 499) ch 8 (suggesting that abusive be-
haviours under art 102 TFEU should be behaviours that are both exclusionary
and exploitative).

655 Continental Can (n 525) para 26 (“...the provision is not only aimed at practices
which may cause damage to consumers directly, but also at those which are
detrimental to them through their impact on an effective competition struc-
ture...’).

656 Jones and Sufrin (n 520) 367.

657 Whish (n 641) 212.
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Exploitative abuses constitute the most obvious objection to a dominant
firm, as they incarnate the core of competition policy’s ultimate nemeses:
monopolists reducing output and increasing prices.®>® There are, however,
a number of compelling reasons that call for extreme caution in condemn-
ing this category of abuses and suggest that focusing on exclusionary con-
ducts might be a more sensible policy. Firstly, exclusionary abuses are of-
ten much more harmful to consumers in the long-run. Indeed, if a domi-
nant firm charges high prices in a market where the entry barriers are low,
this conduct might in itself incite competition over time.®** Furthermore,
determining whether a price is excessive or not is a nearly impossible task,
particularly taking into account that almost every firm prices, to a larger or
smaller extent, above its marginal costs.®®® And even if a firm were found
to charge too high a price, penalising this behaviours as a rule would virtu-
ally convert competition agencies into regulators®! and could negatively
affect investments and innovation.%¢? In this regard, there does not seem to
be any sound reason to penalise high prices as such, as the opportunity to
charge high prices is what actually incentivises firms to engage in competi-
tion in the first place.6¢3

It is precisely for these reasons that US antitrust law only focuses on ex-
clusionary conducts and why exploitative behaviours are considered to be
beyond the scope of §2 Sherman Act.5%* The Supreme Court has indeed
emphasised in this regard that the charging of high prices ‘is not only not
unlawful; it is an important element of the free-market system.’6> The
European stance, on its turn, does not seem to be as bold. For starters, be-
cause art 102(a) TFEU expressly mentions ‘imposing unfair purchase or
selling prices’ as the first example of abusive behaviour. Admittedly, the

658 ibid.

659 ibid; Areeda and Hovenkamp, Antitrust Law (n 488) para 720b. See also Trinko (n
490) 407 (‘The opportunity to charge monopoly prices —at least for a short peri-
od- is what attracts “business acumen” in the first place.’).

660 Monti (n 503) 218.

661 Valentine Korah, An Introductory Guide to EC Competition Law and Practice (9th
edn, Hart 2007) 135; Trinko (n 490) 414.

662 Lars-Hendrik Roller, ‘Exploitative Abuses’ in Claus-Dieter Ehlermann and Mel
Marquis (eds), European Competition Law Annual 2007: A Reformed Approach to
Article 82 EC (Hart 2008) 527.

663 Motta (n 487) 69-70.

664 Eleanor M Fox, ‘Monopolization and Dominance in the United States and the
European Community: Efficiency Opportunity and Fairness’ (1986) 61 Notre
Dame L Rev 981, 993.

665 Trinko (n 490) 407.
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Commission and the courts have been rather cautious when dealing with
exploitative abuses®® and mostly concentrated their efforts against exclu-
sionary abuses.®”” Under certain scenarios, however, the Commission has
recognised the importance of attacking exploitative abuses and, for in-
stance, has been relatively active in regulating prices in newly liberalised
sectors.®® And more importantly for the purpose of this work, it has been
argued that the figure of exploitative abuses might also prove useful as an
ancillary resource, eg for closing ‘enforcement gaps’ or for rectifying ‘mis-
takes’ by competition agencies.®® A clear example of such use is explained
in the following paragraph.

b. The Importance of Timing: Dominance as a Prerequisite under EU
Law. Differences with US’ Monopolisation and Attempt to Monopolise

The language of art 102 TFEU is clear in condemning the abuse of @ domi-
nant position. As it was anticipated above, this implies that the provision
only captures abuses from firms which already hold a dominant position
in the market, but not where the abusive behaviour leads to the acquisition
of that dominant position.”° In contrast, § 2 Sherman Act does capture
conducts taking place before the acquisition of market power: on the one
hand, the monopolisation offence comprises both the acquisition and
maintenance of monopoly power; on the other hand, the concept of at-
tempt to monopolise applies even if the behaviour does not result in the
acquisition of such market power, provided that a dangerous probability
of success can be verified.®”!

EU competition law’s constrained focus on conducts taking place after
the acquisition of market power and its failure to capture behaviours that
lead to the attaining of that market power leave an important enforcement

666 Indeed, courts have very rarely attacked exploitative abuses under EU case law.
Massimo Motta and Alexandre de Streel, ‘Exploitative and Exclusionary Exces-
sive Prices in EU Law’ in Claus-Dieter Ehlermann and Isabela Atanasiu (eds),
European Competition Law Annual 2003: What is an Abuse of a Dominant Position?
(Hart 2006) 91.

667 Monti (n 503) 218; EU Guidance Paper (n 489) paras 5-7.

668 Monti (n 503) 220.

669 Roller (n 662) 528-29.

670 See, among others, Franklin M Fisher, ‘Monopolization versus Abuse of Domi-
nant Position: An Economist’s View’ in Barry Hawk (ed), International Antitrust
Law & Policy: Fordham Corporate Law 2003 (Juris Publishing 2004) 159.

671 ibid.
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gap®”? and the consequences have become manifest in scenarios such as
those involving patent ambush,®”3 where an abusive conduct by a non-
dominant firm can lead in a very short period of time to a position of sig-
nificant market power. As a means to close this gap, it has been suggested
that the concept of exploitative abuse could be employed.¢’# In this sense,
surveying the high prices charged by a monopolist could function as a
gateway for indirectly tackling the exclusionary conduct that took place be-
fore the acquisition of market dominance. As a matter of fact, in the Ram-
bus decision, which concerned a firm concealing information on its
patents from the standard setting organisation and subsequently demand-
ing high royalties, the Commission seemed to embrace such a theory.¢”s

c. Causation: The Relationship between Market Power, Anticompetitive
Conduct and Anticompetitive Effects

Associated with the above portrayed problem is the question as to the
causal link that competition law requires between the anticompetitive con-
duct and the market power held by the concerned firm. Indeed, since art
102 TFEU speaks about the abuse of 2 dominant position, the syntax im-
plies that there should be some kind of link between these two concepts.

672 Roller (n 662) 529; Elhauge, ‘Defining Better Monopolization Standards’ (n 599)
332.

673 Josef Drexl, ‘Deceptive Conduct in the Patent World: A Case for US Antitrust
and EU Competition Law?” in Wolrad Prinz zu Waldeck und Pyrmont and oth-
ers (eds), Patents and Technological Progress in a Globalized World: Liber Amicorum
for Joseph Straus (Springer 2009) 156; Inge Govaere, ‘In Pursuit of an Innovation
Policy Rationale: Stakes and Limits under Article 82 TEC’ (2008) 31 World
Competition 541, 550-51; Peter Picht, Strategisches Verbalten bei der Nutzung von
Patenten in Standardisierungsverfabren aus der Sicht des Europdischen Kartellrechts
(Springer 2013) 452.

674 Roller (n 662) 529.

675 Rambus (Case COMP/38.636) Commission Decision 2010/C 30/09 [2010] O]
C30/17, paras 27-39. See also Drexl, ‘Anticompetitive Stumbling Stones’ (n 555)
530-36 (generally endorsing the Commission’s approach); lan S Forrester, “The
Interplay Between Standardization, IPR and Competition Law’ in Giandonato
Caggiano, Gabriella Muscolo and Marina Tavassi (eds), Competition Law and In-
tellectual Property: A European Perspective (Wolters Kluwer 2012) 129 (highlight-
ing that the indirect theory used by the Commission was necessary due to the
limitations of art 102 TFEU). For a more detailed analysis of the case, see text at
nn 1478-1486 in ch 6.
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Vogelenzang®’¢ has distinguished, in this regard, three modalities in which
abuse and dominance can be possibly connected:

(a)cases where the abuse itself can only be performed by a dominant
firm (eg, predatory pricing);

(b)cases where the act can be performed by anyone, but where the an-
ticompetitive effects would not occur if the firm were not dominant.
Within this category, yet another distinction can be made between cas-
es where the dominant position was the condition sine qua non of the
anticompetitive effect (eg, refusal to deal) and cases where the anti-
competitive effect is strengthened due to the dominant position of the
firm (eg, rebate schemes); and

(c)cases where the act and the dominant position have no connection
whatsoever.

In Continental Can and in Hoffmann-La Roche, the CJEU rejected a narrow
interpretation whereby art 102 TFEU should only capture the first category
of cases.®”7 This interpretation necessarily implies that, as a minimum, the
first set of cases from the second category should be comprised as well.678
Yet the CJEU also stated in Tetra Pak II that art 102 TFEU ‘presupposes a
link between the dominant position and the alleged abusive conduct’,6”
which seems to acknowledge that some kind of link is still necessary®$® and
would hence leave the third category of cases outside the scope of the pro-
vision. The question, hence, is whether the required causation under art
102 TFEU embraces both cases in the second category or only the first one.
The recent decision of the CJEU in AstraZeneca seems to incline towards
the former alternative,®! since anticompetitive effects could have existed

676 Pierre Vogelenzang, ‘Abuse of a Dominant Position in Article 86: the Problem
of Causality and Some Applications’ (1976) 13 CML Rev 61, 66-67.

677 Continental Can (n 525) para 27; Hoffimann-La Roche (n 533) para 91 (...the in-
terpretation suggested by the applicant that an abuse implies that the use of the
economic power bestowed by a dominant position is the means whereby the
abuse has been brought about cannot be accepted.’).

678 Vogelenzang (n 676) 70.

679 Tetra Pak Il (n 652) para 27.

680 Thomas Eilmansberger, ‘How to Distinguish Good From Bad Competition Un-
der Article 82 EC: In Search of Clearer and More Coherent Standards for Anti-
competitive Abuses’ (2005) 42 CML Rev 129, 142; O’Donoghue and Padilla (n
543) 263. Cf Whish (n 641) 215 (arguing that in Tetra Pak II the Court was not
really concerned with the problem of causation).

681 Case C-457/10 P AstraZeneca v Commission (CJEU, 6 December 2012,
ECLIL:EU:C:2012:770).
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even if the conduct had been performed by non-dominant firms, yet the
impact on competition was much larger because of the dominant pos-
ition.%82 More specifically, the anticompetitive effect derived from the tem-
poral extension of the dominant position by unduly acquiring SPC protec-
tion.

On the US side, the Supreme Court has suggested in Kodak that the mo-
nopolisation offence consists of the ‘use of monopoly power to foreclose
competition, to gain a competitive advantage, or to destroy a competi-
tor’,%8 which at first glance seems to imply that a certain causal link
should also be proven under US antitrust law. Such a conclusion, however,
does not stand up to scrutiny, as it lays in stark contrast to the traditional
definition of monopolisation.®®* Indeed, because § 2 Sherman Act also cap-
tures behaviours leading to the initial acquisition of market power, debat-
ing whether causation in the European sense is required under US an-
titrust law seems unnecessary.

In any case, it is important to distinguish the above depicted question
from the causation that competition laws require between the anticompet-
itive conduct and the anticompetitive effects. In this sense, US antitrust
law does require a causal connection between those two elements, since § 2
Sherman Act requires the exclusionary conduct to be the cause of the ac-
quisition (or maintenance) of market power.¢® The required causal link in
monopolization offences would thus be ‘conduct—market power’. Al-
though it has been argued that this strongly differs from EU law,%% the
difference in practice does not seem to be significant.®®” While EU compe-
tition law undoubtedly postulates the dominant position as a prerequisite,
it also requires a causal link between the conduct and the anticompetitive
effects—especially with the increasing tendency towards an effect-based ap-
proach.®88 The causal sequence under art 102 TFEU would thus be ‘domi-
nance— abuse—anticompetitive effect’.*®?

682 See Drexl, ‘Deceptive Conduct in the Patent World’ (n 673) 151-52.

683 Eastman Kodak Co v Image Technical Services Inc 504 US 451, 482-83 (1992).

684 Elhauge, ‘Defining Better Monopolization Standards’ (n §99) 333 (also empha-
sising that the Supreme Court’s statement in Kodak was dicta).

685 Grinnell (n 490) 570-71.

686 Elhauge, ‘Defining Better Monopolization Standards’ (n 599) 331-33.

687 Thorsten Kiseberg, Intellectual Property, Antitrust and Cumulative Innovation in
the EU and the US (Hart 2012) 75.

688 Whish (n 641) 211.

689 Kiseberg (n 687) 74.
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d. The Role of Intent

It is commonly understood that, as a principle, unilateral conducts are to
be assessed exclusively under objective parameters and do not depend on
the concerned firm’s subjective intent. In the EU, the CJEU has famously
stated in Hoffmann-La Roche that ‘[t]he concept of abuse is an objective
concept’.®?? In the US, intent did seem to play a significant role in the early
cases,??! but that role has been relegated with the wake of the Chicago and
Post-Chicago school of antitrust analysis.® In Aspen Skiing,* for instance,
the Supreme Court disparaged the weight of the intent factor and cited
Judge Hand’s renowned statement: ‘no monopolist monopolizes uncon-
scious of what he is doing.”®** There are sound reasons for courts and com-
petition agencies not looking at subjective elements as a rule, including the
complications involved in proving it and the fact that, in many cases, it
is nearly impossible to distinguish an illegitimate intent to exclude rivals
from a legitimate intent to maximise profits.®9¢

In exceptional circumstances, however, courts and competition agencies
have considered intent as a relevant factor in their assessments, mostly as a
tool for understanding ambiguous behaviours or foreseeing their likely ef-
fects.®?” In predatory pricing cases, for instance, prices above average vari-
able costs but below average total costs can be regarded abusive in the EU
‘if they are determined as part of a plan for eliminating a competitor.”®$ In
the US, predatory pricing cases require ‘that the competitor had a reason-

690 Hoffmann-La Roche (n 533) para 91.

691 Herbert Hovenkamp, ‘The Monopolization Offence’ (2000) 61 Ohio St L J 1035,
1037-38. See also Denis Waelbroeck, “Tough Competition: What is the Rele-
vance of Intention in Article 82 cases?” (2006) 5(8) Comp Law Insight 5-7.

692 Marina Lao, ‘Reclaiming a Role for Intent Evidence in Monopolization Analysis’
(2004) 54 Am Univ L Rev 151, 164.

693 Aspen Skiing Co (n 518) 602-03.

694 Alcoa (n 490) 432.

695 Richard A Posner, Antitrust Law (2nd edn, Univ of Chicago Press 2001) 214-15.

696 Herbert Hovenkamp, ‘The Monopolization Offence’ (n 691) 1039-40. Cf Lao,
‘Reclaiming a Role for Intent Evidence’ (n 692) (generally vindicating intent evi-
dence for monopolisation cases); Eilmansberger (n 680) 170-77 (arguing that, in
market structure abuses, intent should be an essential factor).

697 Areeda and Hovenkamp, Antitrust Law (n 488) para 805¢c; O’Donoghue and
Padilla (n 543) 280-82; EU Guidance Paper (n 489) para 20. See also Lao, ‘Re-
claiming a Role for Intent Evidence’ (n 692) 181 (alleging that intent can be a
powerful tool for understanding anticompetitive effects in innovation competi-
tion).

698 AKZO (n 613) para 72.
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able prospect ... of recouping its investment in below-cost prices’,*”® which
in practice might involve diving into subjective considerations. There are,
moreover, situations where the subjective element not only constitutes a
relevant factor but steps forward as an essential requirement in competi-
tion assessment. In sham or vexatious litigation cases, for instance, both
EU and US courts have found the intent of the concerned firm an indis-
pensable requisite for any finding of anticompetitive behaviour.”® Most
notably, chapter 6 of the present work shows that intent may also consti-
tute an extremely relevant factor in competition cases involving proceed-
ings at the patent office.

C. The Particular Case of § S FTC Act

As a final remark, it should also be noted that, under US law, an additional
provision governing unilateral behaviour exists in the FTC Act, namely
§ 5.701 This norm essentially prohibits, with a very general and imprecise
language, ‘unfair methods of competition’, and its meaning remains large-
ly unsettled. Courts have interpreted that it somehow supplements other
antitrust rules,”? and can hence proscribe behaviours that lay beyond the
scope of the Sherman Act.”® Indeed, when enforcing this provision, the
FTC has not only pursued conducts that violate the Sherman Act, but also
so-called ‘standalone’ § 5 violations.”* In cases of patent ambush, for exam-
ple, the FTC initially attempted to address the problem as a ‘standalone’
§ S violation in the Dell Computer Corporation case.”% Later on, however, in

699 Brooke Group Ltd v Brown & Williamson Tobacco Corp 509 US 209, 224 (1993).

700 Case T-111/96 ITT Promedia NV v Commission [1998] ECR II 2937 (confirming
the decision of the Commission without questioning the test suggested in it’s de-
cision); Professional Real Estate Investors Inc v Columbia Pictures Industries Inc 508
US 49, 60-61 (1993). See text at nn 1161ff in ch 6.

701 §5 FTC Act (‘Unfair methods of competition in or affecting commerce ... are
hereby declared unlawful’).

702 Areeda and Hovenkamp, Fundamentals (n 515) para 8.04f(1).

703 William E Kovacic and Marc Winerman, ‘Competition Policy and the Applica-
tion of Section § of the Federal Trade Commission Act’ (2010) 76 Antitrust L |
929, 929.

704 Maureen K Ohlhausen, ‘Section 5 of the FTC Act: Principles of Navigation’
(2013) 1 J Antitrust Enforcement 1, 2.

705 Dell Computer Corporation (FTC Docket C-3658) 121 FTC 616 (1996).
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the Rambus case,%¢ the FTC seemingly changed its interpretation and as-
sumed an integrative approach by applying § 5 FTC Act and § 2 Sherman
Act.7%7

The vague wording of this rule, combined with the very scarce case law,
remains the source of distressing legal uncertainty and has prompted many
legal scholars, including Commissioners of the FTC, to advocate for clear-
er limiting principles.”® In this sense, a policy statement has been put for-
ward by a Commissioner of the FTC proposing that an unfair method of
competition in the terms of § 5 should only be found when a conduct (1)
harms or is likely to harm competition significantly and (2) lacks cogniz-
able efficiencies.”” Such an interpretation seems to reflect a more econo-
mic approach to the provision. In any case, it should be borne in mind
that the role that this rule has played in the development of competition
policy in the US is rather small when compared to § 2 Sherman Act.”1°

Finally, it should be borne in mind that similar unfair competition tools
could also be envisaged in EU under the national laws of the Member
States. In Germany, e.g., national unfair competition rules provide that de-
liberately hindering competitors shall be considered as unfair commercial
practice and, as such, illegal.”'! Hence, in cases where art 102 TFEU be-
comes inapplicable due to lack of market dominance, the application of
unfair competition provisions should not be ruled out.

706 Rambus (FTC Docket 9302) Opinion of the Commission of 2 August 2006
<www.ftc.gov/os/adjpro/d9302/060802commissionopinion.pdf> accessed 14
February 2018.

707 Drexl (n 673) 144.

708 Kovacic and Winerman (n 703) 944; Ohlhausen (n 704) 3; Joshua D Wright,
‘Proposed Policy Statement Regarding Unfair Methods of Competition Under
Section 5 of the FTC Act’ (19 June 2013) 2 <www.ftc.gov/sites/default/files/docu
ments/public_statements/statement-commissioner-joshua-d.wright/130619umcp
olicystatement.pdf> accessed 14 February 2018.

709 Wright (n 708) 2-3. It might be interesting to point out that, among the exam-
ples of conducts that would fall within this novel scope, the proposal mentions
the ‘use by a firm of unfair methods of competition to acquire market power
that does not yet rise to the level of monopoly power necessary for a violation of
the Sherman Act.’ Ibid 8.

710 Kovacic and Winerman (n 703) 934.

711 §4 No. 4 UWG (Gesetz gegen den unlauteren Wettbewerb or German Act Against
Unfair Competition).
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Chapter V: Applying Competition Rules to Patent
Proceedings: The Experience in the US and in the
EU

1. The Interaction between Intellectual Property Rights and Competition Law

Having described the general functioning and essential features of the
competition rules under EU and US law, a succinct analysis of the inter-
play between the latter and the intellectual property system represents an
unavoidable step before immersing in the specifics of its role within the
framework of patent procedures. The following paragraphs, hence, briefly
explain the complex interaction between these two bodies of law, with a
logical focus on patents over other intellectual property rights in view of
the goals of this work.

A. Tension and Complementarity

In the eyes of the layperson, the goals of competition law and intellectual
property law are likely to appear, at first glance, not only as conflicting but
just plain contradictory. Indeed, while the former is designed to thwart
monopolies, the latter seems to foster the exact opposite by creating
monopoly rights over specific products or processes. However, a closer
look reveals that neither of these statements is entirely accurate and that
the collision between intellectual property and antitrust objectives is more
ostensible than real.”!> On the one hand, intellectual property rights are
not real monopolies and do not necessarily confer the kind of market pow-
er that is the concern of competition law.”!3 On the other hand, competi-

712 Herbert Hovenkamp and others, IP and Antitrust: An Analysis of Antitrust Princi-
ples Applied to Intellectual Property Law (2nd edn Supp 2013, Wolters Kluwer)
para 1.3; Luc Peeperkorn, ‘IP Licences and Competition Rules: Striking the
Right Balance’ (2003) 26 World Competition 527, 527-28. For a seminal study
on the complementarity between competition law and patent law see Ward S
Bowman, Patent and Antitrust Law: A Legal and Economic Appraisal (Univ of
Chicago Press 1973).

713 See text at nn 734ff.
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tion law does not really seek to condemn monopolies as such, but rather
specific undesired conducts connected to its attainment or to its improper
exploitation.”14

In fact, when studied in a broader context, both intellectual property
rights and competition seem to have not opposing but rather reciprocal
goals, as they both seek to promote innovation and enhance consumer
welfare.”?S Although not completely evident in earlier times, this intelli-
gence has since widely sprouted among most courts and competition agen-
cies. The Commission in the EU, for instance, proclaims in its current
Guidelines on Technology Transfer Agreements that:

The fact that intellectual property laws grant exclusive rights of ex-
ploitation does not imply ... that there is an inherent conflict between
intellectual property rights and the Union competition rules. Indeed,
both areas of law share the same basic objective of promoting con-
sumer welfare and an efficient allocation of resources. Innovation con-
stitutes an essential and dynamic component of an open and competi-
tive market economy. Intellectual property rights promote dynamic
competition by encouraging undertakings to invest in developing new
or improved products and processes. So does competition by putting
pressure on undertakings to innovate. Therefore, both intellectual
property rights and competition are necessary to promote innovation
and ensure a competitive exploitation thereof.7¢

In a similar vein, US courts and agencies have acknowledged that ‘the
patent and antitrust laws are complementary’,”1” that they both promote

714 See text at nn 640ff in ch 4.

715 Josef Drexl, ‘Intellectual Property and Antitrust Law - IMS Health and Trinko:
Antitrust Placebo for Consumers Instead of Sound Economics in Refusal-to-Deal
Cases’ (2004) 35 1IC 788, 793; Bowman (n 712) 1 (antitrust and patent laws both
pursue ‘to maximize wealth by producing what consumers want at the lowest
cost.”); Christopher R Leslie, ‘Antitrust and Patent Law as Component Parts of
Innovation Policy’ (2009) 34 Iowa J Corp L 1259 (arguing that antitrust and
patent law should both be conceived as interdependent parts of a general inno-
vation policy).

716 Communication from the Commission, Guidelines on the application of Article
101 of the Treaty on the Functioning of the European Union to technology
transfer agreements [2014] O] C89/3, para 7 (EU Guidelines on Technology
Transfer Agreements).

717 Loctite Corp v Ultraseal Ltd 781 F 2d 861, 877 (Fed Cir 1985).
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1. The Interaction between Intellectual Property Rights and Competition Law

consumer welfare over time”!® and that they ‘both are aimed at encourag-
ing innovation, industry and competition.””? The Supreme Court itself
has also favoured this interpretation in its recent Actavis judgment.”2

I Social and Economic Functions of the Patent System

The understanding that patents and competition law share an ultimate
common ambition is deeply intertwined with the patent system’s raison
d'étre, and most significantly with its recognition as an essential tool for
correcting market failure and incentivising innovation. In this regard, the
development of new inventions commonly demands considerable efforts
in terms of time and resources,”?! which translates into large fixed costs for
the concerned inventors.”?? The fruit of these efforts, however, mainly con-
sists of non-rivalrous goods in the form of intangible knowledge,
which—as opposed to traditional physical property—lacks an inherent ‘ex-
cludability’ attribute.”?? For this precise reason, once it is achieved, an in-
vention would be readily accessible for competitors, who would spare
those fixed costs and hence run with a competitive advantage.”* Against
this backdrop, no businessperson would invest in innovation absent some

718 FTC, ‘To Promote Innovation: The Proper Balance of Competition and Patent
Law and Policy’ (2003) ch 1, 7.

719 Atari Games Corp v Nintendo of America Inc 897 F 2d 1572, 1576 (Fed Cir 1990).

720 FTC v Actavis Inc 133 S Ct 2223 (2013). In this case, which essentially dealt with
‘reverse payment’ or ‘pay-for-delay’ settlement agreements, the majority rejected
a sharp separation between the patent and the competition spheres. Ibid 2231.
The dissent, in its turn, seemed to subscribe the more conventional view, accord-
ing to which patent law and competition law remain two separate and essential-
ly independent bodies of law, where the former ‘carves out an exception to the
applicability of antitrust laws.” Ibid 2238.

721 It should be borne in mind that the costs implicated might vary significantly be-
tween industries. It is widely recognised, for instance, that innovation within the
life sciences industries often calls for particularly large investments. See, eg,
Matthew Herper, ‘The Cost of Creating a New Drug Now $5 Billion, Pushing
Big Pharma to Change’ Forbes (New York, 11 August 2013) <www.forbes.com/sit
es/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-
shaping-the-future-of-medicine> accessed 14 February 2018 (estimating that the
average total R&D cost per new drug is close to US$ 5 billion).

722 William M Landes and Richard A Posner, The Economic Structure of Intellectual
Property Law (Harvard Univ Press 2003) 294.

723 Hovenkamp and others, IP and Antitrust (n 712) para 1.1.

724 Landes and Posner, The Economic Structure of IP Law (n 722) 294.

159

(e |


http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
http://www.forbes.com/sites/matthewherper/2013/08/11/how-the-staggering-cost-of-inventing-new-drugs-is-shaping-the-future-of-medicine
https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

Chapter V: Applying Competition Rules to Patent Proceedings

sort of incentive, hence leading to a suboptimal level of investment in so-
cially desirable activities.”?S Patent protection, therefore, emerges as a cru-
cial attempt to remedy this market failure by enabling firms to recoup
those initial costs and incentivise them to engage in further innovation ac-
tivities.”2°

The above described rationale is commonly referred to as the zncentive
theory and is the most widely recognised function of the patent sys-
tem’?’—although certainly not the only one.”?8 Further significant econo-
mic and social justifications for patent rights include the exchange-for-secrets
theory,”” the prospect theory,”3° the commercialisation theory’3! and the

725 Frederic M Scherer and David Ross, Industrial Market Structure and Economic Per-
formance (3rd edn, Houghton Mifflin 1990) 624.

726 For a more detailed explanation of the economic rationale behind patents, see
Scherer and Ross (n 725) 622-630; Landes and Posner, The Economic Structure of
IP Law (n 722) 294-326; Gustavo Ghidini, Innovation, Competition and Consumer
Welfare in Intellectual Property Law (Edward Elgar 2010) 33-97.

727 Hovenkamp and others, IP and Antitrust (n 712) para 1.1; William R Cornish,
David Llewelyn and Tanya F Aplin, Intellectual Property: Patents, Copyright, Trade
Marks and Allied Rights (8th edn, Sweet & Maxwell 2013) para 3-37. In this line
of thought, Abraham Lincoln famously stated that the patent system ‘added the
fuel of interest to the fire of genius.” See B Zorina Khan and Kenneth L Sokoloff,
‘History Lessons: The Early Development of Intellectual Property Institutions in
the United States’ (2001) 15 J Econ Perspectives 233, 244. The incentive theory,
however, has not remained completely free from disputes. See, for instance,
Rudolph ] R Peritz, ‘Competition within Intellectual Property Regimes: the In-
stance of Patent Rights’ in Steven D Anderman and Ariel Ezrachi (eds), Intellec-
tual Property and Competition Law: New Frontiers (OUP 2011) 27; Mark A Lemley,
‘The Myth of the Sole Inventor’ (2012) 110 Mich L Rev 709.

728 FTC, “To Promote Innovation’ (n 718) ch 1, 6.

729 The exchange-for-secrets theory relies on the assumption that patents result from a
bargain between the inventor and society, whereby the former surrenders the se-
crecy of the invention in exchange for temporary legal exclusivity. Fritz
Machlup, ‘An Economic Review of the Patent System’ (Study No 15 of the Sub-
committee on Patents, Trademarks, and Copyright of the Committee on the Ju-
diciary of the US Senate, 85th Congress, 2nd Session, Washington, 1958) 21. In
the absence of patents, inventors would expend substantial resources on preserv-
ing secrecy, which would retard the spread of knowledge. Richard A Posner,
‘The Social Costs of Monopoly and Regulation’ (1975) 83 J Pol Econ 807, 825.

730 According to this theory first suggested by Edmund Kitch, patents are like
prospects in mineral exploitation and incentivise firms to further develop tech-
nological possibilities. Edmund W Kitch, ‘“The Nature and Function of the
Patent System’ (1977) 20 J L & Econ 265.

731 Akin to the prospect theory, it is argued that patents can function as tools to
bring new products to the market. Michael Abramowicz and John F Dulffy, ‘In-
tellectual Property for Market Experimentation’ (2008) 83 NYU L Rev 337.
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transaction costs theory.”3? In addition, intellectual property rights in gener-
al have been advocated on ethical grounds as well, ie as natural or person-
ality rights or, from a more Lockean perspective, as a reward for the time
and effort incurred by the inventor under the labour theory.”33

II. Patents and Market Power

Patents confer upon the patentee the right to exclude others from manu-
facturing, selling, importing, etc the products or processes covered by the
claims of the patent.”34 Because of this exclusive right that they ascribe, it is
not unusual to find court decisions referring to patents as ‘limited monop-
olies’,”3S ‘temporary monopolies’,”3¢ or as rights conferring ‘monopolistic,
albeit lawful, market control’.73” As a matter of fact, in cases involving ty-
ing arrangements, early Supreme Court cases in the US had even estab-
lished a presumption that patents conferred monopoly power upon the
patentees,”3® although such presumption was later repealed.”?®

The prevailing opinion in the antitrust spheres nowadays, however,
clearly speaks out against equating patents with monopolies or market

732 Patents may also be justified based on the transaction costs savings that they of-
fer in comparison to other alternatives for exploiting information assets. Paul J
Heald, ‘A Transaction Costs Theory of Patent Law’ (2005) 66 Ohio St L J 473;
Daniel F Spulber, ‘How Patents Provide the Foundation of the Market for In-
ventions’ (2014) Northwest L & Econ Research Paper 14/14, 12 <http://ssrn.com/
abstract=2487564> accessed 14 February 2018.

733 Justin Hughes, “The Philosophy of Intellectual Property’ (1988) 77 Geo L ] 287.
See also Machlup (n 729) 21-23.

734 EPC, art 64; UK Patents Act, s 60; § 9PatG; § 154 US Patent Act.

735 International Salt Co Inc v United States 332 US 392, 395 (1947).

736 Joined Cases C-468/06 to C-478/06 Sot Lélos kai Sia EE v GlaxoSmithKline [2008]
ECR 1-7139, para 64.

737 Times-Picayune Publishing Co v United States 345 US 594, 608 (1953).

738 This presumption had first arisen as part of the patent misuse doctrine, outside
the antitrust context. Morton Salt Co v G S Suppiger Co 314 US 488 (1942). Some
years later, it migrated to the antitrust domain. International Salt (n 735) 396.

739 llinois Tool Works Inc v Independent Ink Inc 547 US 28 (2006). For a critical analy-
sis of this case, see Clifford A Jones, ‘Patent Power and Market Power: Rethink-
ing the Relationship Between Intellectual Property Rights and Market Power in
Antitrust Analysis’ in Josef Drexl (ed), Research Handbook on Intellectual Property
and Competition Law (Edward Elgar 2008) 239.
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power.”4 Quite on the contrary, it is widely acknowledged that the vast
majority of patents do not confer the kind of market power that can be
meaningful from a competition law perspective.”#! Firstly, it should be
borne in mind that a patent only represent a negative right to exclude, but
does not necessarily imply that there is a market for the products or pro-
cesses protected by it.7#? Those products or processes might in fact never
make it to the market, and studies indeed show that only a very small per-
centage of the universe of granted patents turns out to have some commer-
cial significance.”® Secondly, even if the patent protects a product that ef-
fectively sells on the market, it is likely that consumers are also able to find
substitute products from other competitors, hence constraining the paten-
tee’s discretion over price.”#* Moreover, even if a patent can assure a large
market share for a certain period of time, such position might still be
threatened by potential substitutes, as competitors may come up with dif-
ferent—or even better—products falling outside the scope of the patent.”*

740 Organisation for Economic Co-operation and Development (OECD), ‘Competi-
tion, Patents and Innovation’ (2008, DAF/COMP(2007)40) 9 <http://www.oecd.
org/daf/competition/39888509.pdf> accessed 14 February 2018; Hovenkamp and
others, IP and Antitrust (n 712) para 4.2a; Landes and Posner, The Economic Struc-
ture of IP Law (n 722) 374-75; Josef Drexl, ‘The Relationship Between the Legal
Exclusivity and Economic Market Power: Links and Limits’ in Inge Govaere and
Hans Ullrich (eds), Intellectual Property, Market Power and the Public Interest (Pe-
ter Lang 2008) 16; Andreas Heinemann, ‘The Contestability of IP-Protected Mar-
kets” in Josef Drexl (ed), Research Handbook on Intellectual Property and Competi-
tion Law (Edward Elgar 2008) 62; Sven Bostyn and Nicolas Petit,
‘Patent=Monopoly: A Legal Fiction’ (2013) <http://ssrn.com/abstract=2373471>
accessed 14 February 2018. For an alternative viewpoint, see Martin ] Adelman,
‘The Relevant Market Paradox: Attempted and Completed Patent Fraud Monop-
olization’ (1977) 38 Ohio St L J 289 (arguing that proof of market power should
not need to be proven in monopolisation cases); Ariel Katz, ‘Making Sense of
Nonsense: Intellectual Property, Antitrust, and Market Power’ (2007) 49 Ariz L
Rev 837 (criticising the conclusion of I/linois Tool and arguing that, in principle,
patents do confer some market power).

741 Landes and Posner, The Economic Structure of IP Law (n 722) 374-75.

742 Bostyn and Petit (n 740) 5.

743 Mark A. Lemley and Carl Shapiro, ‘Probabilistic Patents’ (2005) 19 J Econ Per-
spectives 75.

744 Heinemann (n 740) 62.

745 Josef Drexl, ‘Is There a “More Economic Approach” to Intellectual Property and
Competition Law?’ in Josef Drexl (ed), Research Handbook on Intellectual Property
and Competition Law (Edward Elgar 2008) 46; Steven Anderman, ‘The IP and
Competition Interface: New Developments’ in Steven D Anderman and Ariel
Ezrachi (eds), Intellectual Property and Competition Law: New Frontiers (OUP
2011) 14
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Today, courts and agencies on both sides of the Atlantic seem to unani-
mously subscribe to this view. In the US, the Supreme Court acknowl-
edged it in the above cited I/linois Tool Works decision.”4¢ In the same vein,
the FTC’s and DoJ’s Antitrust Guidelines for the Licensing of Intellectual
Property state the following:

The Agencies will not presume that a patent, copyright, or trade secret
necessarily confers market power upon its owner. Although the intel-
lectual property right confers the power to exclude with respect to the
specific product, process, or work in question, there will often be suffi-
cient actual or potential close substitutes for such product, process, or
work to prevent the exercise of market power.”#

On the European side, the CJEU has also expressly recognised that the
mere ownership of an intellectual property right does not necessarily con-
fer a dominant position.”48

The above does not mean, however, that patents do not have any role to
play in establishing market power. It is undisputed that patents, just like
physical property,”# can occasionally raise barriers to entry into the mar-
ket and constitute a relevant factor in the assessment of market power.”s°
What is more, in some cases they can play a critical role in this assess-
ment.”’! In any case, it should be reminded that, in the absence of an anti-
competitive conduct, holding market power as such is not condemned by
antitrust rules.”s?

746 lllinois Tool Works (n 739) 45-46. For non-tying cases, the Supreme Court had al-
ready recognised that ownership of intellectual property rights was insufficient
to establish market power. Hovenkamp and others, IP and Antitrust (n 712) para
4.2e5.

747 DoJ and FTC, Antitrust Guidelines for the Licensing of Intellectual Property (12
January 2017) para 2.2 (US Antitrust Guidelines for the Licensing of IP).

748 Joined Cases C-241/91 P and C-242/91 P, Radio Telefis Eireann (RTE) and Inde-
pendent Television Publications Ltd (ITP) v Commission [1995] ECR 1-743, para 46
(Magill).

749 Hovenkamp and others, IP and Antitrust (n 712) para 4.2a.

750 EU Guidelines on Technology Transfer Agreements (n 716) para 166; Heine-
mann (n 740) 57; Robert O’Donoghue and A Jorge Padilla, The Law and Eco-
nomics of Article 102 TFEU (2nd edn, Hart 2013) 156.

751 That was the case, for instance, of the AstraZeneca decision that is analysed in
detail below. See AstraZeneca (Case COMP/A.37.507/F3) Commission Decision
2006/857/CE [2006] O] L332/24, para 517 (‘A factor of considerable importance
in determining dominance in this case relates to AZ’s technology in the form of
intellectual property and other rights derived from pharmaceutical law.’).

752 See text at nn 640ff in ch 4.

163


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

Chapter V: Applying Competition Rules to Patent Proceedings

III. Reciprocal Goals but Conflicting Means

Even if agreed that patent law and competition law have a reciprocal rela-
tionship, that they strive towards ultimate common goals and that patents
regularly do not confer significant market power in an economic sense,
there is no denying that the methods employed by each of them are dia-
metrically different and can occasionally generate tension.”s3 In terms of
traditional price competition, patents—as explained in the preceding para-
graph—will often grant protection to only one of many products that ef-
fectively compete in the market, thus giving rise to few antitrust con-
cerns.”** But in those situations where they enfold larger portions of the
market, or even prevent in effect all possible competition, patent and an-
titrust approaches will inevitably tend to clash.”>S On the other hand, from
a dynamic competition perspective, even when patents and antitrust can
both serve to spur innovation,”*¢ they both do it by undertaking different
roles: the former temporarily limits competition by zmitation, which incen-
tivises rivals to compete by substitution.”>

In view of this inescapable tension, it is important to recognise that,
when both areas of law come into contact, each one of them may limit the
reach of the other: whereas competition law has to tolerate some restric-
tions in the market, particularly in terms of competition by zmitation, it
may also impose constraints on what patentees can do with their
patents.”>® In fact, identifying where exactly to draw the dividing line is
probably one of the major challenges for competition agencies and courts.
The next section describes the efforts undertaken by US and EU courts,
legislators and scholars to that end.

753 Steven D Anderman and John Kallaugher, Technology Transfer and the New EU
Competition Rules: Intellectual Property Licensing after Modernisation (OUP 2006)
para 1.11.

754 SCM Corp v Xerox Corp 645 F 2d 1195, 1203 (2nd Cir 1981).

755 ibid.

756 Carl Shapiro, ‘Competition and Innovation: Did Arrow Hit the Bull’s Eye? in
Josh Lerner and Scott Stern (eds), The Rate and Direction of Inventive Activity Re-
vistted (Univ of Chicago Press 2012) 363-64.

757 Drexl, ‘Is There a “More Economic” Approach? (n 745) 45.

758 Hovenkamp and others, IP and Antitrust (n 712) para 1.3b.
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B. When is Competition Enforcement Warranted in the Intellectual Property
Arena?

Despite their showing clear signs towards convergence, US’ and EU’s an-
titrust approaches vis-a-vis intellectual property rights have evolved some-
way differently, to a large extent due to their particular legal frameworks
and jurisdictional and cultural backgrounds.”>® Because significant discrep-
ancies still remain between both jurisdictions, it seems justified to break
down the analysis and separately consider the path that each of them has
followed in their efforts to strike a balance between the protection of intel-
lectual property rights and the fostering of competition. The following
paragraphs, hence, attempt to briefly depict the essential tools that courts
and competition agencies have developed over time to unfold the entan-
glement.

1. The Scenario in the US

a. Evolution of the Interrelation between Antitrust and Intellectual
Property

Since the enactment of the Sherman Act in 1890, the application of an-
titrust rules against intellectual property rights in the US has historically
moved like a pendulum in search of the right balance.”® In the early days,
for instance, courts tended to solve the disputes strongly inspired by the
‘freedom to contract’ principle and granting an almost absolute deference
to intellectual property holders,”®! yet the relation soon became much
more hostile and, with the dawn of the Great Depression, a halo of suspi-
cion hovered over most patent-related endeavours as their goals were in-
creasingly perceived to be in tension with those of antitrust policy.”¢? In

759 Mariateresa Maggiolino, Intellectual Property and Antitrust: A Comparative Econo-
mic Analysis of US and EU Law (Edward Elgar 2011) 207.

760 Hovenkamp and others, IP and Antitrust (n 712) para 1.3c.

761 Willard K Tom and Joshua A Newberg, ‘Antitrust and Intellectual Property:
From Separate Spheres to Unified Field’ (1997) 66 Antitrust L J 167, 168-69. See,
for instance, Bement v National Harrow Co 186 US 70 (1902) (where the Supreme
Court ruled in favour of a price fixing agreement involving the licensing of
patent rights).

762 FTC, ‘To Promote Innovation’ (n 718) ch 1, 15-16; Herbert Hovenkamp, ‘IP and
Antitrust Policy: A Brief Historical Overview’ (2005) Univ lowa Legal Studies
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this context, the courts reacted by exploring new limits to the discretion of
patent holders and expanding the reach of antitrust rules: it was during
this period that they recognised that abuses in obtaining and in enforcing
a patent could amount to an antitrust violation,’® along with a vast num-
ber of different licensing practices.”** Within the scope of the patent grant,
it was argued, patent holders remained mainly unaffected, yet one step
over the line and they became immediately subject to potential antitrust li-
ability.”65 Therefore, in order to determine the circumstances under which
antitrust laws should apply, courts mainly focused on identifying and con-
demning those conducts that could be considered to be beyond the scope
of the patent’%¢—a formalistic approach that seems to very much resemble
the criteria that the CJEU developed a few decades later in the EU around
the concept of ‘specific subject-matter’.7¢”

Around the mid-1970s, the perceived tension between patents and an-
titrust was gradually toned down. Firstly, a number of renowned scholars
challenged the fundamental postulates of the approach in vogue and sug-
gested that both bodies of law in fact share common, complementary
goals.”®® The Supreme Court, on its turn, progressively modified its an-
titrust policy by limiting the use of per se rules in favour of a rule of reason
and leaning towards a more economic analysis rather than the prior, more

Research Paper 05/31, 4 <http://ssrn.com/abstract=869417> accessed 14 February
2018.

763 Walker Process Equipment Inc v Food Machinery & Chemical Corp 382 US 172
(1965).

764 A paradigmatic example are the ‘Nine No-No’s’ of intellectual property licens-
ing: in 1970, the Deputy Assistant Attorney General of the DOJ’s Antitrust Div-
ision gave a list of practices which were considered unlawful ‘in virtually every
context’. Bruce B Wilson, ‘Patent and Know-How License Agreements: Field of
Use, Territorial, Price and Quantity Restrictions’ (Remarks Before the Fourth
New England Antitrust Conference, 6 November 1970) 9.

765 Tom and Newberg (n 761) 172. See, in this regard, Ethyl Gasoline Corp v United
States 309 US 436, 452 (1940); United States v Line Material Co 333 US 287, 308
(1948) (‘[ilt is equally well settled that the possession of a valid patent or patents
does not give the patentee any exemption from the provisions of the Sherman
Act beyond the limits of the patent monopoly.’).

766 See, eg, United States v Univis Lens Co 316 US 241, 251 (1942); Line Material (n
765) 310.

767 As a matter of fact, the Supreme Court even appears to have anticipated the exis-
tence-exercise dichotomy when, in a case involving cross-licensing arrangements,
it stated that i]t is not the monopoly of the patent that is invalid. It is the use of
that monopoly improperly.” Line Material (n 765) 310. For a description of the
existence-exercise dichotomy in the EU, see text at nn 853ff.

768 Bowman (n 712) is a seminal work frequently cited in this regard.
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formalistic approach.”® Moreover, the creation of the Federal Circuit in
1982, with the aim of hearing all patent cases and delivering a more har-
monised interpretation of the law, also offered a more reconciling view.””0
Similarly, the DoJ and the FTC relinquished the ‘Nine No-No’s”7”! and
presented a renewed viewpoint with the release of the Guidelines for the
Licensing of Intellectual Property in 1995, under the premises that intellec-
tual property rights are essentially comparable to other forms of private
property,’”? that they often do not accord market power’”? and that their
licensing is ‘generally procompetitive’.”74 Along similar lines, the Supreme
Court more recently suggested in Actavis that IP and competition law
should not be perceived as isolated bodies of law but should rather be ap-
plied as complementary instruments.””3

Overall, the application of antitrust rules in the US is driven today by an
updated economic framework,””¢ which is often able to offer a more accu-
rate—yet also more complex—answer to its interplay with intellectual
property law. Against this backdrop, intellectual property rights are not
seen as an ‘exception’ to the antitrust laws””7 and the existence of tort
remedies under different areas of law is not pondered as necessarily pre-
cluding antitrust concern, ‘for the public interest in competition is not
necessarily vindicated by private tort remedies.””’® At the same time, an-

769 See, eg, Continental TV Inc v GTE Sylvania Inc 433 US 36 (1977); Broadcast Music
Inc (BMI) v Columbia Broadcasting System (CBS) 441 US 1 (1979).

770 See, eg, Atari Games (n 719) 1576 (°...the aims and objectives of patent and an-
titrust laws may seem, at first glance, wholly at odds. However, the two bodies of
law are actually complementary, as both are aimed at encouraging innovation,
industry and competition.’).

771 Abbott B Lipsky Jr, ‘Current Antitrust Division Views on Patent Licensing
Practices’ (1981) 50 Antitrust L ] 515, 516-24 (“‘When one makes the analysis, one
finds that the “Nine No-Nos,”, as statements of rational economic policy, con-
tain more error than accuracy.’).

772 US Antitrust Guidelines for the Licensing of IP (n 747) para 2.1.

773 ibid para 2.2.

774 ibid para 2.0.

775 Actavis (n 720) 2231.

776 FTC, ‘To Promote Innovation’ (n 718) ch 1, 22.

777 American Hoist & Derrick Co v Sowa & Sons Inc 725 F 2d 1350, 1367 (Fed Cir
1984). See also Re Independent Service Organizations Antitrust Litigation 203 F 3d
1322, 1325 (Fed Cir 2000) (‘Intellectual property rights do not confer a privilege
to violate the antitrust laws.’).

778 Phillip E Areeda and Herbert Hovenkamp, Antitrust Law: An Analysis of Antitrust
Principles and Their Application (3rd edn, Aspen 2011) para 782a. In a similar
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titrust is not normally perceived as a tool to correct all defects in intellectu-
al property laws.””?

b. Antitrust Immunity and the Noerr Doctrine

When examining the interface between antitrust and intellectual property
under US law, some of the most important issues revolve around the Noerr
immunity doctrine—especially when it comes to cases involving commu-
nications to different branches of the government. This doctrine, which
emerged from that seminal Supreme Court judgment and which is also re-
ferred to as Noerr-Pennington or ‘antitrust petitioning immunity’, essential-
ly refers to the set of principles that US courts have developed in order to
protect private parties in their attempts to influence the passage or enforce-
ment of laws, even if the law that they call for would produce restraints on
trade.”8® Under the Noerr doctrine, thus, efforts to restrain trade by peti-
tioning the government cannot constitute, as a rule, the basis for antitrust
liability.”$1

In the famous Noerr case of 1961,782 a group of railroad organisations
had initiated a public campaign designed to encourage the adoption of
laws against the trucking business and to disparage truckers among the
general public, which prompted a group of truck operators to sue for con-
spiracy and monopolisation. The Supreme Court, however, considered
that condemning such conducts could jeopardise the power of the govern-
ment to take action and could raise important constitutional questions as

vein, see Rudolph ] R Peritz, ‘Competition Policy and its Implications for Intel-
lectual Property Rights in the United States’ in Steven D Anderman (ed), The In-
terface Between Intellectual Property Rights and Competition Policy (Cambridge
Univ Press 2007) 193.

779 Herbert Hovenkamp, The Antitrust Enterprise: Principle and Execution (Harvard
Univ Press 2005) 254. See also FTC, ‘To Promote Innovation’ (n 718) ch 1, 13
(stressing that mistaken antitrust enforcement may undermine the incentives
that the patent system creates).

780 Eastern Ratlroad Presidents Conference v Noerr Motor Freight Inc 365 US 127, 135-36
(1961). For a systematic analysis of the doctrine, see FTC, ‘Enforcement Perspec-
tives on the Noerr-Pennington Doctrine: An FTC Staff Report’ (2006) <www.ftc.
gov/sites/default/files/documents/reports/ftc-staff-report-concerning-enforcement
-perspectives-noerr-pennington-doctrine/p013518enfperspectnoerr-penningtond
octrine.pdf> accessed 14 February 2018.

781 Allied Tube & Conduit Corp v Indian Head Inc 486 US 492, 499 (1988).

782 Noerr (n 780).
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well.78 In this regard, it drew the attention to the state action doctrine’$*
and highlighted that the right of petition is a freedom expressly recognised
by the First Amendment.”® In view of this, the court held that ‘no viola-
tion of the Act can be predicated upon mere attempts to influence the pas-
sage or enforcement of laws”7% and emphasised that it is irrelevant
whether the sole purpose of the defendants is to destroy its competitors.”8”
Shortly after Noerr, the Supreme Court extended the immunity beyond the
legislative arena to the other branches of the government. First, in Penning-
ton, it recognised that it also comprises lobbying the executive branch.”$8
Later, in California Motor Transport, it held that the doctrine reached peti-
tioning before courts and administrative agencies as well.”%?

Perhaps because these early cases were relatively straight-forward, the
decisions did not seem to provide a clear doctrinal framework or offer any
distinct guidelines for the lower courts.””® In later cases, the Supreme

783 ibid 138.

784 ibid 136. In the landmark decision Parker v Brown which gave birth to the ‘state
action’ doctrine, the Supreme Court had held that when restraints on trade are
the result of a governmental action, as opposed to private action, antitrust laws
are inapplicable. Parker v Brown 317 US 341, 350-51 (1943).

785 Noerr (n 780) 138. The First Amendment states that ‘Congress shall make no law
respecting an establishment of religion, or prohibiting the free exercise thereof;
or abridging the freedom of speech, or of the press; or the right of the people
peaceably to assemble, and to petition the government for a redress of
grievances.’

786 ibid 135.

787 ibid 138-40.

788 United Mine Workers of America v Pennington 381 US 657 (1965). In this case, a
miners’ union and a group of large coal producers had lobbied the Secretary of
Labor to establish a minimum wage that would impair smaller producers. The
Supreme Court acknowledged that [jloint efforts to influence public officials do
not violate the antitrust laws even though intended to eliminate competition.’
Ibid 670.

789 California Motor Transport Co v Trucking Unlimited 404 US 508 (1972). In this
case, the Supreme Court held that the right to petition extends to all depart-
ments of the Government, that [tlhe right of access to the courts is indeed but
one aspect of the right of petition” and that the same rationale of Noerr and Pen-
nington should govern the citizens’s approaching to administrative agencies and
courts. Ibid 510.

790 Marina Lao, ‘Reforming the Noerr-Pennington Antitrust Immunity Doctrine’
(2003) 55 Rutgers L Rev 965, 974.
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Court admittedly attempted to shed some more light on the issue,””! but a
considerable number of questions still remain open.

In the first place, the doctrinal underpinnings on which the doctrine is
grounded are not entirely clear hitherto. Whereas some argue that the im-
munity is rooted on the First Amendment,”®? others contend that it is ex-
clusively a statutory construction, since petitioning is not the kind of con-
duct with which the antitrust laws are concerned.””? The Supreme Court,
for its part, has indiscriminately relied on one rationale or the other along
its decisions,””* which might suggest that the doctrine is actually based on
both.” In any case, it should be noted that, although on the face of it this
inquiry may seem purely theoretical, it can have significant effects in prac-
tice.”%¢ Indeed, while grounding the doctrine solely on constitutional prin-
ciples probably implies that any conduct not covered by the right of peti-
tion can fall within the scope of antitrust scrutiny, a justification based on
the Sherman Act is likely to lead to a more expansive reading of the immu-
nity—thus excluding a larger number of conducts from the antitrust
radar.”””

Additional questions arise in connection with the scope and boundaries
of the Noerr doctrine. At the outset, it is imperative to define what exactly

791 Allied Tube (n 781); FTC v Superior Court Trial Lawyers Association (SCTLA) 493
US 411 (1990); City of Columbia v Omni Outdoor Advertising Inc 499 US 365
(1991); Professional Real Estate Investors Inc v Columbia Pictures Industries Inc 508
US 49 (1993).

792 Daniel R Fischel, ‘Antitrust Liability for Attempts to Influence Government Ac-
tion: The Basis and Limits of the Noerr-Pennington Doctrine’ (1977) 45 U Chi L
Rev 80, 81; David McGowan and Mark A Lemley, ‘Antitrust Immunity: State Ac-
tion and Federalism, Petitioning and the First Amendment’ (1994) 17 Harv J L
& Pub Pol’y 293, 360-61.

793 Milton Handler and Richard A De Sevo, ‘The Noerr Doctrine and Its Sham Ex-
ception’ (1984) 6 Cardozo L Rev 1, 5.

794 Noerr (n 780) 136 (emphasising the ‘essential dissimilarity’ between lobbying
and the type of conducts traditionally condemned by the Sherman Act); Califor-
nia Motor Transport (n 789) 510 (holding that the doctrine relies on the need to
protect the governmental decision-making process and the right of petition);
SCTLA (n 791) 424 (interpreting the Sherman Act in the light of the First
Amendment’s petition clause); Omni (n 791) 383 (‘antitrust laws regulate busi-
ness, not politics’); PREI (n 791) 56 (‘the Sherman Act does not punish “political
activity™).

795 Lao, ‘Reforming the Noerr Doctrine’ (n 790) 1002.

796 Stephen Calkins, ‘Developments in Antitrust and the First Amendment: the Dis-
aggregation of Noerr’ (1988) 57 Antitrust L J 327, 330; McGowan and Lemley (n
792) 298.

797 Calkins (n 796) 330.
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constitutes petitioning. The general rule is that ‘no violation of the Act can
be predicated upon mere attempts to influence the passage or enforcement
of laws’,”?® or upon conducts ‘directed toward obtaining governmental ac-
tion.””?? Thus, it has been alleged that immunity is proffered to efforts to
convince the government to do something, but not to those conducts that
merely seek a ministerial response.3% In those cases, it is argued, the results
are in fact ‘independent decisions’ from private parties rather than a re-
quest for governmental action.0!

Also connected to the boundaries of the antitrust petitioning immunity
emerges the question as to the range of restraints that endure under the
immunity umbrella: does it only comprise restraints produced by the gov-
ernmental action sought after? Or does it also extend to restraints directly
caused by private parties in their efforts to influence the government?
Supreme Court case law appears to point at disparate directions. Under the
SCTLA decision of 1990,3%? for instance, the court seemed to recognise that
the principle was relatively straight-forward: antitrust immunity only pro-
tects restraints of trade which are a consequence of public action, but not
when they are the means by which private parties seek to obtain favourable
legislation.8?3 Yet although it grounded its decision on Noerr, the fact is
that immunity in that seminal case did extend to some of those means, pro-
vided that they could be considered an ‘incidental effect’ of the efforts to
induce government action.84 And the landscape becomes even cloudier
when looking at Allied Tube3% where the Supreme Court gave Noerr a
more nuanced reading and held that immunity does not really shield all

798 Noerr (n 780) 135.

799 ibid 140.

800 FTC, ‘Enforcement Perspectives on the Noerr-Pennington Doctrine’ (n 780) 18.

801 Litton Systems Inc v American Telephone & Telegraph Co 700 F 2d 785, 807 (2nd
Cir 1983). For an analysis of this matter in the patent arena, see text at nn 1379ff
inché.

802 SCTLA (n 791). In this case, a group of lawyers had agreed to stop representing
indigent defendants until their fees for doing so were increased.

803 ibid 424-25.

804 Noerr (n 780) 143. See also Einer Elhauge, ‘Making Sense of Antitrust Petition-
ing Immunity’ (1992) 80 Cal L Rev 1177, 1188 (arguing that the characterisation
of Noerr in SCTLA was inaccurate, since Noerr did not involve only restraints
caused by public action, but also restraints directly caused by private parties via
the publicity campaign).

805 Allied Tube (n 781). In this case, a steel producer had packed the meeting of a
private standard-setting association with new, bogus members in order to secure
an electrical code that would exclude plastic manufacturers. Since such code was
routinely adopted by a substantial number of state and local governments, the
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means which are incidental, but only those which are ‘incidental to a valid
effort to influence governmental action.”% What exactly distinguishes a
valid from an invalid effort, however, is nowhere to be found in this or
other subsequent decisions and has elicited confusion among lower
courts.807

Lastly, the most critical questions surrounding the antitrust petitioning
immunity are probably those concerning its exceptions and limitations.
The most widely recognised exception to this doctrine—and the only one
explicitly acknowledged by the Supreme Court—is the ‘sham exception’,
but a number of scholars, antitrust enforcers and case law suggest that it
might not be the only one.

The ‘sham exception’ was established by the Supreme Court in Noerr
itself and essentially refers to situations where private parties are not gen-
uinely interested in the outcome of their petitioning. In that case, the
court stated that petitioning might still justify the application of the Sher-
man Act when it is ‘a mere sham to cover what is actually nothing more
than an attempt to interfere directly with the business relationships of a
competitor.”8%8 In the years that followed, the concept of sham developed
in the lower courts into a blanket concept to deny immunity to whatever
forms of petitioning judges deemed improper,?” but the Supreme Court
has since warned against such an expansive reading and clarified that the
sham exception is limited to ‘situations in which persons use the govern-
mental process itself—as opposed to the outcome of that process—as an
anticompetitive weapon.’81® This exception, thus, seems to be reserved to
restraints imposed directly by the private parties in their (insincere) at-

steel producer invoked the Noerr immunity. The Supreme Court, however, held
that Noerr was not absolute and that its scope, which depends on the source,
context, and nature of the anticompetitive restraint, did not reach the conduct at
issue.

806 ibid 499 (internal quotation and omitted) (emphasis added).

807 The Supreme Court had stated in that decision that the validity of those efforts
‘varies with the context and nature of the activity.” Ibid 499. Then again, it is not
clear which precise contexts and natures would be denied immunity. Calkins (n
796) 337. See also Elhauge, ‘Making Sense of Antitrust Petitioning Immunity’ (n
804) 1187.

808 Noerr (n 780) 144.

809 Calkins (n 796) 338-39; Elhauge, ‘Making Sense of Antitrust Petitioning Immu-
nity’ (n 804) 1178; Lao, ‘Reforming the Noerr Doctrine’ (n 790) 967.

810 Ommni (n 791) 380. See also Allied Tube (n 781) 507, fn 10 (the sham exception is
limited to activities which are not ‘genuinely intended to influence governmen-
tal action’).
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tempts to influence the government, but not to those imposed by the gov-
ernmental action itself. Some years later, in PREI, the Supreme Court in-
terpreted that proof of anticompetitive intent alone is not sufficient to find
an antitrust violation and outlined a two-pronged test according to which,
even before analysing the subjective intent, courts should first determine
whether the petitioning activities were ‘objectively baseless’.311

In addition to the ‘sham exception’, it has been argued that a separate
exception to the Noerr immunity should be recognised for misrepresenta-
tions, ie situations where governmental action itself imposes restraints on
trade but is triggered by from the deceitful conduct of a private party.8!?
The Supreme Court had indeed suggested in earlier cases that misrepresen-
tations could, under certain circumstances, result in an antitrust viola-
tion.813 In PREI, however, where a ‘sham exception’ question was at issue,
the Supreme Court specifically declined to provide an answer,’'* leaving
the question open to this day.?3

811 PREI (n791) 60-61. For a more thorough analysis of the sham exception, see text
atnn 1148ffin ch 6.

812 FTC, ‘Enforcement Perspectives on the Noerr-Pennington Doctrine’ (n 780) 22.
A number of courts also deem misrepresentation as another exception to Noerr.
See, eg, St Joseph’s Hospital Inc v Hospital Corp of America 795 F 2d 948, 955 (11th
Cir 1986); Whelan v Abell 48 F 3d 1247, 1255 (DC Cir 1995); Nobelpharma AB v
Implant Innovations Inc 141 F 3d 1059, 1071 (Fed Cir 1998). Furthermore, a num-
ber of scholars also urge to recognise an exception for misrepresentations sepa-
rate from sham. See, among others, Fischel (n 792) 106; C Douglas Floyd, ‘An-
titrust Liability for the Anticompetitive Effects of Governmental Action Induced
by Fraud’ (2001) 69 Antitrust L J 403, 410; Scott Filmore, ‘Defining the Misrep-
resentation Exception to the Noerr-Pennington Doctrine’ (2001) 49 Univ Kan L
Rev 423, 443; Lao, ‘Reforming the Noerr Doctrine’ (n 790) 1022; James C Coop-
er and William E Kovacic, “U.S. Convergence with International Competition
Norms: Antitrust Law and Public Restraints on Competition’ (2010) 90 Bost U L
Rev 1555, 1605; Note, ‘Deception as an Antitrust Violation’ (2012) 125 Harv L
Rev 1235. Against: Armstrong Surgical Center Inc v Armstrong County Memorial
Hospital 185 F 3d 154, 160 (3rd Cir 1999); Handler and De Sevo (n 793) 47;
James B Kobak Jr and Robert P Reznick, ‘Antitrust Liability for Statements
about Intellectual Property: Unocal, Unitherm and New Uncertainty’ (2004) 19
Antitrust 87, 89-90.

813 California Motor Transport (n 789) 513; Allied Tube (n 781) 500.

814 PREI (n791) 61, fn 6.

815 For a thorough analysis of the misrepresentation exception, see text at nn 1290ff
inch 6.
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c. The Patent Misuse Doctrine

Another concept that has played a central role in shaping the boundaries
of antitrust and patent law—although not so appreciably in the framework
of deceptive behaviours at the patent office—is the patent misuse doctrine.
This doctrine, which derives—as the inequitable conduct defence—from
the equitable doctrine of unclean hands®'¢ and which does not seem to
have a parallel in Europe,?!7 has historically stood somewhere at the inter-
section between these two areas of law, originally stemming from the intel-
lectual property system but incorporating numerous elements from tradi-
tional antitrust analysis along the way.318

In a nutshell, the patent misuse doctrine is an affirmative defence in
patent litigation that proscribes patent holders from broadening ‘the physi-
cal or temporal scope of the patent monopoly’.8!® The underlying rationale
thus lies on the premise that ‘the patentee may exploit his patent but may
not use it to acquire a monopoly not embraced in the patent.”$2° If found,
misuse renders the patent unenforceable until the misuse is purged®*'—in

816 B Braun Medical Inc v Abbott Laboratories 124 F 3d 1419, 1427 (Fed Cir 1997) (“...
the patent misuse doctrine is an extension of the equitable doctrine of unclean
hands, whereby a court of equity will not lend its support to enforcement of a
patent that has been misused.’). See also Morton Salt (n 738) 492 (‘Itis a principle
of general application that courts, and especially courts of equity, may appropri-
ately withhold their aid where the plaintiff is using the right asserted contrary to
the public interest.’).

817 Dimitrios Riziotis, ‘Patent Misuse als Schnittstelle zwischen Patentrecht und
Kartellrecht: Eine Rechtsvergleichende Darstellung’ [2004] GRUR Int 367. See
also, however, Anne Flanagan, Federico Ghezzi and Maria Lilla Montagnani,
‘The Search of EU Boundaries: IPR Exercise and Enforcement as “Misuse™ in
Anne Flanagan and Maria Lilla Montagnani (eds), Intellectual Property Law: Eco-
nomic and Social Justice Perspectives (Edward Elgar 2010) 126 (arguing that several
potential sources are theoretically available to recognise a patent misuse doctrine
in the EU).

818 Daryl Lim, Patent Misuse and Antitrust Law: Empirical, Doctrinal and Policy Per-
spectives (Edward Elgar 2013) 38.

819 Blonder-Tongue Laboratories Inc v University of lllinois Foundation 402 US 313, 343
(1971); Windsurfing International Inc v AMF Inc 782 F 2d 995, 1001 (Fed Cir
1986).

820 Princo Corp v International Trade Commission 616 F 3d 1318, 1327 (Fed Cir 2010)
(en banc).

821 Senza-Gel Corp v Seiffhart 803 F 2d 661, 668 fn 10 (Fed Cir 1986).
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that sense differing from inequitable conduct, which cannot be purged.’2?
Under current patent litigation, misuse allegations are to be found mostly
within the context of patent licensing,32® eg in cases involving tying,
bundling or demands for royalties beyond the patent term.

The origins of the patent misuse doctrine can be traced back to the
Supreme Court’s decision in the Motion Picture Co case of 191784 in a pe-
riod when antitrust laws still found themselves at an embryonic stage. In
this case, the patentee held a patent on a mechanism for a movie projector
and demanded licensees to bar the use of any film not manufactured by
the patentee. The Court of Appeals found this restriction anticompeti-
tive,82% and the Supreme Court confirmed that it was invalid. Yet despite
the obvious competitive concerns in its reasoning, the Supreme Court re-
fused to rely on antitrust laws and instead based its decision on principles
of patent policy,2¢ stating that the conduct improperly expanded the
scope of the patent.8?” In subsequent decisions, the Court continued devel-
oping this principle—particularly in Morton Salt, where it expressly held
that patent misuse was an equitable principle entirely independent from
antitrust law.8?8 The scope of the doctrine was also broadened, most no-
tably in Mercoid,8?° where the Court held that starting a contributory in-
fringement suit could constitute patent misuse if the allegedly infringing
product was not itself patented, even if it was a necessary element of a
patented mechanism with no substantial non-infringing use.

Such expansive view on patent misuse raised concerns among scholars
and in 1952 encouraged the Congress to limit its scope by identifying a
number of circumstances that should not be considered misuse.?3° During
the following years, the doctrine also gradually adopted elements of an-
titrust analysis and the trend was intensified during the 1970s, as a re-
newed economic approach gained attention and the focus shifted away
from per se assessments and towards protecting competition rather than in-

822 The introduction of the Supplemental Examination procedure by the AIA, how-
ever, now seems to allow the purging of the inequitable conduct to a certain ex-
tent. See text at nn 279-281 in ch 3.

823 Marshall Leaffer, ‘Patent Misuse and Innovation’ (2010) 10 J High Tech L 142,
147; Princo (n 820) 1327.

824 Motion Picture Patents Co v Universal Film Manufacturing Co 243 US 502 (1917).

825 ibid 517.

826 Hovenkamp and others, IP and Antitrust (n 712) para 3.2a.

827 Motion Picture Co (n 824) 514.

828 Morton Salt (n 738) 490-92.

829 Mercoid Corp v Mid-Continent Investment Co 320 US 661 (1944).

830 Lim (n 818) 51-52.
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dividual competitors.®3! In the following decades, the concepts of patent
misuse and antitrust became yet more intertwined with the creation of the
Federal Circuit in 198282 and a new amendment of the law in 1988,
which required proof of market power in tying cases®*3 and which the Fed-
eral Circuit took as an unequivocal message that misuse as a whole should
be read under the light of antitrust principles.334

The Supreme Court’s decision in Kimble,33> however, did not seem to
approve of this restrictive approach. In this case, the court was asked
whether a patent holder was still barred from charging royalties for the use
of an invention after its patent term has expired, as it had decided in Bru-
lotte.83¢ The claimant essentially argued that the referred holding should be
overruled in favor of a case-by-case approach based on antitrust law’s rule
of reason.?3” However, the Supreme Court declined to do so adhering to
the principle of stare decisis.33% In doing so, the Supreme Court seems to
have implicitly reinstated the approach based on patent policy, as laid
down in Morton Salt, as the correct approach to patent misuse analysis.?3?

831 ibid 54-55.

832 Windsurfing Int’l (n 819) 1001 (‘The doctrine of patent misuse is an affirmative
defense to a suit for patent infringement ... and requires that the alleged in-
fringer show that the patentee has impermissibly broadened the “physical or
temporal scope” of the patent grant with anticompetitive effect.”). Chief Judge
Markey himself, author of this decision, seemed to recoil soon after in Senza-Gel
(n 821) 668 (evoking the Supreme Court stating that ‘the patentee’s act may con-
stitute patent misuse without rising to the level of an antitrust violation.”) but
was not followed by later cases. Lim (n 818) 71.

833 §271(d)(5) US Patent Act (‘No patent owner otherwise entitled to relief for in-
fringement or contributory infringement of a patent shall be denied relief or
deemed guilty of misuse or illegal extension of the patent right by reason of his
having ... conditioned the license of any rights to the patent or the sale of the
patented product on the acquisition of a license to rights in another patent or
purchase of a separate product, unless, in view of the circumstances, the patent
owner has market power in the relevant market for the patent or patented prod-
uct on which the license or sale is conditioned.’).

834 Lim (n 818) 76; Mark D Janis, ‘Transitions in IP and Antitrust’ (2002) 47 An-
titrust Bull 253. Indeed, in subsequent cases the Federal Circuit applied antitrust
analysis in misuse cases not falling within §271 of the US Patent Act. See, eg,
Mallinckrodt Inc v Medipart Inc 976 F 2d 700 (Fed Cir 1992).

835 Kimble v Marvel Entin’t, LLC 135 S Ct 2401 (2015).

836 Brulotte v Thys Co 379 US 29 (1964).

837 Kimble (n 835) 2408.

838 Kimble (n 835) 2406.

839 Daryl Lim, ‘Revisiting the Patent Misuse Doctrine’ in Josef Drexl (ed), The Inno-
vation Society and Intellectual Property (Edward Elgar, forthcoming).
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A number of commentators had long advocated for such a reading,
highlighting the importance of retaining the patent misuse doctrine as a
concept independent from antitrust law, at least for certain specific situa-
tions.? In this regard, these commentators essentially argue that misuse
and antitrust do not necessarily have identical goals and that antitrust ana-
lysis might not be able to capture the entire range of policy concerns com-
prised in the misuse doctrine.’! It has been suggested, for instance, that
misuse comprises all practices that undermine patent policy by foreclosing
innovation, competition or access to the public domain, even if they do
not violate antitrust laws.34> Furthermore, it is also argued that it might
guarantee an optimal deterrence of antitrust violations, as it could even be
used when conducts are anticompetitive in an economic sense ‘but fall be-
tween the legislative cracks’.343

Other courts and commentators, however, have openly questioned the
need for a patent misuse doctrine altogether.84* On the one hand, for those
cases where antitrust and misuse concerns in fact overlap, the question in-
evitably arises as to why holding a misuse doctrine at all. Its flexibility vis-a-
vis antitrust does not appear to be sufficient reason, as invigorating an-
titrust scrutiny would probably constitute a more reasonable solution.34
On the other hand, if misuse comprises behaviours which are not necessar-
ily anticompetitive, it is not clear why those behaviours should be banned
to any extent, let alone how uniform and coherent criteria can be defined
beyond the reigning vagueness.?#4¢ Such wide a scope might have been logi-
cal at a time when IP and antitrust were perceived as separate spheres,

840 Robert P Merges, ‘Reflections on Current Legislation Affecting Patent Misuse’
(1988) 70 J Pat & Trademark Off Soc’y 793; Note, ‘Is the Patent Misuse Doctrine
Obsolete?” (1997) 110 Harv L Rev 1922; Robin C Feldman, ‘The Insufficiency of
Antitrust Analysis for Patent Misuse’ (2003) 55 Hastings L ] 399; Leaffer (n 823)
147; Christina Bohannan, ‘IP Misuse as Foreclosure’ (2011) 96 Iowa L Rev 475;
Lim (n 818) 418.

841 Feldman (n 840) 400.

842 Bohannan, ‘IP Misuse as Foreclosure’ (n 840) 526.

843 Hovenkamp, The Antitrust Enterprise (n 779) 273.

844 USM Corp v SPS Technologies Inc 694 F 2d 505, 511 (7th Cir 1982); Mark A Lem-
ley, ‘The Economic Irrationality of the Patent Misuse Doctrine’ (1990) 78 Cal L
Rev 1599; Thomas F Cotter, ‘Four Questionable Rationales for the Patent Misuse
Doctrine’ (2011) 12 Minn J L Sci & Tech 457.

845 Cotter, ‘Four Questionable Rationales for the Patent Misuse Doctrine’ (n 844)
477.

846 Cotter, ‘Four Questionable Rationales for the Patent Misuse Doctrine’ (n 844)
470; USM v SPS (n 844) 510 (the misuse doctrine ‘is too vague a formulation to
be useful.’).
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when patents were presumed to grant market power and antitrust rules
were applied in a much more formalistic fashion. Today, antitrust seems to
be flexible enough to embrace the entirety of the policy concerns com-
prised in the misuse doctrine,?# as it is acknowledged to have an active
role not only in safeguarding competition, but also in fostering innova-
tion. Against this backdrop, the existence of an auxiliary doctrine that sus-
pects social costs without sound economic foundations seems much more
questionable.

In any case, it should be noted that, although there have been attempts
to invoke the patent misuse doctrine in cases involving fraud to the patent
office, courts seem to be hesitant to admit it within this particular con-
text.®48 Firstly, as the Federal Circuit specifically stated in an en banc deci-
sion in 2010, not any wrongful—or even anticompetitive—conduct neces-
sarily configures a patent misuse.®¥® But perhaps more importantly, the
availability of a patent misuse defence in this context is unlikely to add
much to the already broader inequitable conduct defence,33° which config-
ures a more attractive tool for defendants as it does not allow purging.

II. The European Approach

On the European side, the CJEU has strived to draw clear and workable
lines with which to bring competition rules and intellectual property
rights into harmony since its very early decisions, although it has not al-
ways found the task easy.®s! While sufficiently complex in itself, the analy-

847 USM v SPS (n 844) 511.

848 CR Bard Inc v M3 Systems Inc 157 F 3d 1340, 1373 (Fed Cir 1998) (‘Although the
law should not condone wrongful commercial activity, the body of misuse law
and precedent need not be enlarged into an open-ended pitfall for patent-sup-
ported commerce.’).

849 Princo (n 820) 1329 (‘the defense of patent misuse is not available to a presump-
tive infringer simply because a patentee engages in some kind of wrongful com-
mercial conduct, even conduct that may have anticompetitive effects. ... While
proof of an antitrust violation shows that the patentee has committed wrongful
conduct having anticompetitive effects, that does not establish misuse of the
patent in suit unless the conduct in question restricts the use of that patent and
does so in one of the specific ways that have been held to be outside the other-
wise broad scope of the patent grant.”).

850 Hovenkamp and others, IP and Antitrust (n 712) para 3.3i.

851 David T Keeling, Intellectual Property Rights in EU Law Vol I: Free Movement and
Competition Law (OUP 2003) 51.

178

(e |


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

1. The Interaction between Intellectual Property Rights and Competition Law

sis is rendered even thornier by the unique significance that market inte-
gration has had as an overriding goal for European competition law.5%?
The following paragraphs analyse the most significant milestones in this
regard.

a. Existence v Exercise Dichotomy

The CJEU’s first attempt to reconcile intellectual property and competi-
tion consisted in distinguishing the existence of an intellectual property
right from its exercise, a standard which was originally coined in the well-
known Consten and Grundig decision of 1966.353 In this case, Grundig, a
German firm, had appointed Consten as its exclusive distributor in France
and, to this end, had allowed it to register the trade mark GINT (Grundig
International) in that country on its own name. As a result of this strategy,
Consten was enabled to prevent in practice all parallel importation of
Grundig’s products into France. When the Commission ruled that the ar-
rangement between Grundig and Consten constituted an infringement of
art 101 TFEU, the parties appealed—among other grounds—on the basis
of today’s art 345 TFEU.35# The French trade mark, they argued, had been
legitimately granted under the French system of property ownership and
could thus not be distorted by competition rules. The CJEU, however, con-
firmed the decision of the Commission and stated that the ruling ‘does not
affect the grant of those rights but only limits their exercise to the extent
necessary to give effect to the prohibition under Article [101](1).”855 Such
remark shows the CJEU’s caution in not trespassing the principle accord-
ing to which, in the absence of harmonisation under EU law, the condi-
tions governing the grant of intellectual property rights remain a matter
exclusively for national laws.35¢

Shortly after this decision, the CJEU confirmed and further developed
this standard in Parke Davis, where it stated that ‘the existence of the rights

852 Richard Whish, Competition Law (8th edn, OUP 2015) 23-24; Valentine Korah,
‘The Interface Between Intellectual Property and Antitrust: The European Expe-
rience’ (2002) 69 Antitrust L J 801, 804.

853 Joined Cases 56 and 58/64 Etablissements Consten SaRL and Grundig-Verkaufs-
GmbH v Commission [1966] ECR 299.

854 Art 345 TFEU provides that ‘[t]he Treaties shall in no way prejudice the rules in
Member States governing the system of property ownership.’

855 Consten and Grundig (n 853) 345.

856 Keeling (n 851) 57.
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granted by a member state to the holder of a patent is not affected by the
prohibitions contained in articles [101](1) and [102] of the treaty’ and that
‘the exercise of such rights cannot of itself fall ... under article [102], in the
absence of any abuse of a dominant position.’8%”

b. The Specific Subject-Matter Standard

The existence-exercise dichotomy drawn by the CJEU has been intensely
criticised for constituting a vague, formal distinction without a sound un-
derlying basis and mostly unhelpful in practice.®%® In this last regard, one
of the main criticisms focused on the fact that the distinction left unan-
swered the crucial question as to in which specific circumstances the exer-
cise of an intellectual property right could be considered abusive, hence
signalling the need for supplementary criteria.3® Against this backdrop,
the CJEU attempted to shed some light by referring to the notion of the
‘specific subject-matter’ of the intellectual property right as a yardstick. In
Deutsche Gramophon v Metro, a case concerning the freedom of movement
of goods in the EU, the CJEU referred to the existence-exercise dichotomy
and affirmed that derogations to that freedom are only admitted ‘to the ex-
tent that they are justified for the purpose of safeguarding rights which
constitute the specific subject-matter of such property.’$¢° Some years later,
in an effort to clarify the concept, the CJEU stated that the specific subject-
matter of patents

is the guarantee that the patentee, to reward the creative effort of the
inventor, has the exclusive right to use an invention with a view to
manufacturing industrial products and putting them into circulation
for the first time, either directly or by the grant of licences to third par-
ties, as well as the right to oppose infringements.3¢!

857 Case 24/67 Parke, Davis & Co v Probel [1968] ECR 55, 72.

858 Keeling (n 851) 54; Valentine Korah, Intellectual Property Rights and the EC Com-
petition Rules (Hart 2006) 3-4. Yet it has also been stated that most critics seem to
ascribe the distinction ambitions that it never intended to have, as it did not
mean to solve the entire universe of possible conflicts and should rather be taken
as a starting point. Keeling (n 851) 61.

859 Keeling (n 851) 61.

860 Case 78/70 Deutsche Grammophon GmbH v Metro-SB-Grofmdrkte GmbH [1971]
ECR 487, para 11.

861 Case 15/74 Centrafarm BV v Sterling Drug Inc [1974] ECR 1147, para 9.

180

(e |


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

1. The Interaction between Intellectual Property Rights and Competition Law

The clarification, however, did not seem to advance the debate very far. On
the one hand, the court left unclear whether the specific subject-matter re-
ferred to the policy reason for granting the patent or to its nature and
scope.8¢2 Perhaps more significantly, critics emphasised that the test can be
defined arbitrarily in every case in such a way that it determines a priori the
result sougth.8¢3

c. Current Stage of the Debate

Today, both standards have been virtually abandoned by the courts. The
existence-exercise dichotomy had already been played down in several deci-
sions following Consten and Grundigd®* and was clearly disregarded in As-
traZeneca. 8% The specific subject-matter standard, on its turn, also fell in
disgrace after the Keurkoop v Nancy Kean Gifts decision.®¢¢ In a nutshell,
this case referred to a firm who had copied and registered a design in
Benelux without the authorisation of the original author and had later re-
lied on it to stop the sale of similar products. It was, therefore, the perfect
case to further develop specific subject-matter standard, its ‘moment of
truth’,8¢7 although that would have probably forced the CJEU to recognise
that an intellectual property right granted by a Member State was not wor-
thy of protection.®¢® Perhaps not ready to take such a courageous step, the
CJEU did not even mention the standard in its decision and instead revert-

862 Valentine Korah, ‘The Limitation of Copyright and Patents by the Rules for the
Free Movement of Goods in the European Common Market’ (1982) 14 Case W
Res] Int’1L 7, 17.

863 ibid 19-20; Karen Banks and Giuliano Marenco, ‘Intellectual Property and the
Community Rules on Free Movement: Discrimination Unearthed’ (1990) 1SE L
Rev 224, 230.

864 Inge Govaere, The Use and Abuse of Intellectual Property Rights in EC Law (Sweet
& Maxwell 1996) 168. An important decision in this regard is Tetra Pak I, where
the Court of First Instance condemned the acquisition of an exclusive patent li-
cense by a dominant firm. Case T-51/89 Tetra Pak Rausing SA v Commission
[1990] ECR 11-309 (Tetra Pak I).

865 In this case, the Commission explicitly stated that the standard has ‘gradually
been abandoned in later case law’. Commission Decision in AstraZeneca (n 751)
para 741. See also, in this connection, Katarzyna Czapracka, Intellectual Property
and the Limits of Antitrust: A Comparative Study of US and EU Approaches (Edward
Elgar 2010) 93-96.

866 Case 144/81 Keurkoop BV v Nancy Kean Gifts BV [1982] ECR 2853.

867 Banks and Marenco (n 863) 232.

868 Keeling (n 851) 70.
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ed to the general principle according to which, in the absence of harmoni-
sation, the conditions under which intellectual property protection is
granted remain a matter for national law.8% After this case, the specific
subject-matter standard never fully recovered.870

Regrettably, subsequent decisions did not propose alternative criteria,’”!
except perhaps for the vague distinction between ‘legitimate’ and ‘improp-
er’ exercise of intellectual property rights®”? or the general yardstick of
‘competition on the merits’.8”3 In any case, what seems clear is that Euro-
pean competition law enforcers nowadays do not consider intellectual
property rights to be immune from antitrust intervention.8”4 The bound-
aries appear to be determined more by the constituent elements of the pro-
scribed conduct than by the scope of the intellectual property rights.87s
Under the current practice of EU courts, not only the exercise of intellectu-
al property rights can be challenged but also their very existence, and it is
not necessary for the abusive behaviour to take place in the market.’”¢ For
this reason, conducts like obtaining an exclusive license, acquiring a right
or abusing administrative or judicial processes can amount to a breach of
the EU competition law.?””7 Even in situations where intellectual property
laws themselves offer alternative remedies and try to strike a balance be-
tween public and private interests, antitrust intervention is usually still

869 Keurkoop v Nancy Kean Gifts (n 866) para 29. A similar approach was taken in
Thetford v Fiamma, where the court refused to revise the UK patent system in
force at that time, which allowed the grant of patents under the principle of rela-
tive novelty. Case 35/87 Thetford Corp v Fiamma SpA [1988] ECR 3585.

870 Banks and Marenco (n 863) 232; Keeling (n 851) 72. Yet it should be noted that
cases like AstraZeneca, which is analysed below, seem to still find some inspira-
tion from it. Commission Decision in AstraZeneca (n 751) para 742 (‘AZ’s con-
duct can hardly be described as belonging to the subject-matter of the rights in
question. ... the making of misleading representations is not included in the
bundle of rights forming part of the subject-matter of an SPC.’).

871 Czapracka (n 865) 106.

872 Keeling (n 851) 73 (stressing the numerous concerns that it raised due to its am-
biguity). Some scholars, however, seemed to consider it an adequate standard.
See Friedrich-Karl Beier, ‘Industrial Property and the Free Movement of Goods
in the Internal European Market (1990) 21 1IC 131, 149-50.

873 Case C-62/86 AKZO Chemie BV v Commission [1991] ECR 1-3359, para 70.

874 EU Guidelines on Technology Transfer Agreements (n 716) para 7.

875 Anderman, ‘The IP and Competition Interface’ (n 745) 24.

876 Commission Decision in AstraZeneca (n 751) para 328 and case law cited therein.

877 Tetra Pak I (n 864) para 23; Joined Cases C-395/96 P and C-396/96 P Compagnie
Maritime Belge Transports v Commission [2000] ECR 1-1365, paras 82-88; Case
T-111/96 ITT Promedia v Commission [1998] ECR 11-2937; Case C-457/10 P As-
traZeneca v Commission (CJEU, 6 December 2012, ECLI:EU:C:2012:770).
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considered justified, as the IP legislation might not be able to comprehen-
sively take into account all the concerns in which the competition rules are
inspired.578

Finally, it should be noted that EU courts and agencies at times con-
ceive competition policy as a tool to correct imperfect intellectual property
laws from the Member States.®”” Taking into account that most of those
laws have not yet been fully harmonised, this might be viewed as advanta-
geous from a community law perspective, yet caution is also required in
order to avoid disrupting the internal coherence of the IP system.880

d. Is there a Petitioning Immunity Doctrine in Europe?

As a final point, it is important to consider whether EU law has developed
any principles to protect private parties in their attempts to induce govern-
ment action comparable to US’ Noerr doctrine. On its face, no comparable
immunity doctrine seems to exist in Europe and the case law on the matter
is admittedly not as well established as in the US,8! yet some analogous
principles have been nevertheless developed. The Commission, for in-
stance, has recognised that private parties’ approaching public authorities
in their own interest should not in itself amount to an infringement of
competition law.382 Furthermore, the Charter of Fundamental Rights of

878 Ghidini (n 726) 212 (despite of the synergic relationship, it is important to avoid
attributing antitrust a drrect role in promoting innovation and intellectual prop-
erty rights a direct role in promoting competition); Keeling (n 851) 377-78 (since
intellectual property law cannot examine whether effective competition in a par-
ticular market is being damaged as a result of the manner in which an exclusive
right is being exercised, there seems to be a legitimate role for art 102 TFEU). Cf
Govaere, The Use and Abuse of IPRs in EC Law (n 864) 305.

879 See, for instance, Case C-7/97 Oscar Bronner v Mediaprint Zeitungs- und
Zeitschriftenverlag [1998] ECR 1-7791, Opinion of AG Jacobs, para 63 (‘[tlhe rul-
ing in Magill can in my view be explained by the special circumstances of that
case ... the provision of copyright protection for programme listings was diffi-
cult to justify in terms of rewarding or providing an incentive for creative ef-
fort...”).

880 Czapracka (n 865) 38; Lars Kjolbye, ‘Article 82 EC as Remedy to Patent System
Imperfections: Fighting Fire with Fire?” (2009) 32 World Competition 163.

881 Maggiolino (n 759) 190.

882 French-West African Shipowners’ Committees (Case 1V/32.450) Commission Deci-
sion 92/262/EEC [1992] O] L134/1, para 68.
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the EU expressly recognises the rights of petitioning and access to courts®3
and both the Commission and the General Court have acknowledged in
the ITT Promedia case that ‘it is only in wholly exceptional circumstances
that the fact that legal proceedings are brought is capable of constituting
an abuse of an dominant position.’$%* The CJEU subsequently came to a
similar conclusion in Huawei, where it highlighted that the Charter of
Fundamental Rights of the EU calls for a high level of protection for intel-
lectual property rights and the right to effective judicial protection and
that this ‘means that, in principle, the proprietor may not be deprived of
the right to have recourse to legal proceedings to ensure effective enforce-
ment of his exclusive rights...”.885 However, in that same case the CJEU
also suggested that the fundamental right to legal redress must be balanced
against the protection of competition, as certain circumstances may justify
the imposition of limitations to those rights.53¢

Additionally, the CJEU clarified in Compagnie Maritime Belge®¥” that
conducts that merely seek a ministerial response from the government are
entirely subject to competition law.388 Likewise, the CJEU has also recog-
nised that the submission of false or misleading information to public au-
thorities can constitute a violation of competition rules.??

883 Charter of Fundamental Rights of the European Union [2012] O] C 326/391, art
44 (‘Any citizen of the Union and any natural or legal person residing or having
its registered office in a Member State has the right to petition the European Par-
liament.”); art 47 (‘Everyone whose rights and freedoms guaranteed by the law of
the Union are violated has the right to an effective remedy before a tribunal...”).

884 ITT Promedia (n 877) para 60. See also Case T-119/09 Protégé International Ltd v
Commission [2012] OJ C319/6, para 48 (‘Pacces au juge étant un droit fondamen-
tal et un principe général garantissant le respect du droit, ce n’est que dans des
circonstances tout a fait exceptionnelles que le fait d’intenter une action en jus-
tice est susceptible de constituer un abus de position dominante au sens de Iarti-
cle 82 CE.).

885 Case C-170/13 Huawei Technologies Co. Ltd v ZTE Corp., ZTE Deutschland GmbH
(CJEU, 16 July 2015, ECLI:EU:C:2015:477) paras 57-58.

886 Ibid para 59.

887 Compagnie Maritime Belge (n 877) para 83 (‘It is ... unnecessary to consider
whether, and in what circumstances, mere incitement of a government to take
action may constitute abuse within the meaning of Article 86 of the Treaty’).

888 ibid paras 81-83.

889 CJEU Decision in AstraZeneca (n 877) paras 93 and 99. In fact, in that case the
CJEU also argued that even conducts that are deemed legal under a specific field
of law may be considered anticompetitive. For a detailed analysis of this deci-
sion, see text at nn 977ff.
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Finally, the Commission has attempted to define in ITT Promedia the
circumstances under which sham or vexatious litigation can constitute an
abusive behaviour and developed to that end a test which has also been
employed by the General Court. According to this test, in order to deter-
mine in which cases the bringing of legal proceedings against a competitor
can constitute an abuse, it is necessary to prove that the action

(i) cannot reasonably be considered as an attempt to establish the
rights of the undertaking concerned and can therefore only serve to
harass the opposite party, and

(ii) it is conceived in the framework of a plan whose goal is to elimi-
nate competition.3°

As can be observed, this two-step test very much resembles the sham litiga-
tion test developed by the US Supreme Court in PREL.%!

2. How can Deceptive Conducts before the Patent Office Affect Competition?
The Experience and Challenges under US and EU law

Having laid out the general framework on the interaction between intel-
lectual property and antitrust, it is now possible to study how these two
bodies of law interplay in the specific scenario that constitutes the essential
object of this work: that which involves a deceptive behaviour before a
patent office.

At the outset, it should be pointed out that this matter presents certain
specific features that distinguish it from other discussions at the intersec-
tion of patent law and competition. Ordinarily, the focus is set on situa-
tions where both areas of law appear in tension, ie on ascertaining whether
a specific behaviour that is legal under the eyes of patent law can nonethe-
less constitute a violation of the competition rules. Instead, in the cases at
hand, the question is rather whether a conduct which might already be
reprehensible from a patent law perspective®?? can also be condemned by

890 ITT Promedia (n 877) para 55; Protégé (n 884) para 49.

891 See text at n 811. For a more thorough analysis of the concept of sham, see text
at nn 1148ff.

892 Indeed, as explained above, most patents obtained via deceptive demeanours are
likely to be invalid, although it is also possible to conceive situations where, de-
spite the existence of deceptive conduct, the invention still meets all patentabili-
ty requirements. In those situations, the patent is likely to remain valid, al-
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antitrust.?”3 In principle, the fact that a conduct is condemned by patent
laws should not present a major issue, since the existence of other tort
remedies does not automatically exempt a specific conduct from antitrust
scrutiny.4 Remedies under different areas of law are likely to pursue dif-
ferent interests.3?> Moreover, hardly anyone could deny that deceptive con-
ducts are socially undesirable and should be banned,?¢ yet that alone is
not sufficient to condemn every deceptive conduct as an antitrust viola-
tion.?” Competition law is not about morality, but essentially about mak-
ing sure that competition is not obstructed.??® Thus, the essential question
is whether deceptive conducts before the patent office cause the kind of an-
ticompetitive harms that the competition rules are designed to go after.

Admittedly, the issue has been a long-standing concern under US an-
titrust law, with cases dating back to as early as 1965, whereas in Europe
the question arose much more recently. What remains of this chapter is
aimed at providing a synopsis of the most significant cases and reveal the
at times converging, at times divergent approaches adopted on both sides
of the Atlantic—thereby also laying the ground for Chapter VI to analyse
in depth the questions that remain to be answered.

though it might be held unenforceable under US law based on the inequitable
conduct doctrine. See text at nn 230ff in ch 3.

893 Christopher R Leslie, ‘Antitrust, Inequitable Conduct, and the Intent to Deceive
the Patent Office’ (2011) 1 U C Irvine L Rev 323, 323.

894 Areeda and Hovenkamp, Antitrust Law (n 778) para 782a; Susan A Creighton
and others, ‘Cheap Exclusion’ (2005) 72 Antitrust L J 975, 993; O’Donoghue and
Padilla (n 750) 647.

895 O’Donoghue and Padilla (n 750) 647.

896 Josef Drexl, ‘Deceptive Conduct in the Patent World: A Case for US Antitrust
and EU Competition Law?’ in Wolrad Prinz zu Waldeck und Pyrmont and oth-
ers (eds), Patents and Technological Progress in a Globalized World: Liber Amicorum

for Joseph Straus (Springer 2009) 139.

897 Harv L Rev note, ‘Deception as an Antitrust Violation’ (n 812) 1255. In this con-
nection, the US Supreme Court has expressed the view that, in cases where a
regulatory structure is already in place, the likelihood of major antitrust harm is
diminished and the additional benefit to competition provided by antitrust en-
forcement is likely to be small. Verizon Communications Inc v Law Offices of Curtis
V Trinko, LLP 540 US 398, 412 (2004).

898 See text at nn 492ff in ch 4.
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A. US Case Law. Fraud to the Patent Office and Misuse of Orange Book
Listings

In the US, deceptive conducts before the patent office were first addressed
from an antitrust perspective in the Supreme Court’s Walker Process deci-
sion of 1965. Since then, the decision has become a touchstone around
which the doctrine has developed. Today, ‘fraud to the patent office’ con-
stitutes one of the most popular antitrust defences in patent litigation to-
gether with the so-called Handgards or sham litigation claims®®—although
hardly ever are these antitrust defences successful.®® The following para-
graphs attempt to thoroughly explain how these antitrust doctrines have
developed over time and conclude with an analysis of a series of more re-
cent cases that have arisen in the context of Orange Book listings by patent
applicants—and which provide the chance to put the underlying theories
of harm under the microscope.

I. Walker Process and its Progeny
a. The Walker Process decision

The first case in which the US Supreme Court ruled on misleading be-
haviours before the patent office as possible antitrust violations was Walker
Process Equipment v Food Machinery & Chemical ®' In this case, Food Ma-
chinery had started a patent infringement action against Walker, who had
in turn denied the infringement and counterclaimed that the patent was
invalid. Since the patent had expired in the meantime, Food Machinery
later made a motion to dismiss its complaint, but at that point Walker
amended its counterclaim and accused the former of monopolisation, al-
leging that the patent had been fraudulently obtained and maintained. It
argued that Food Machinery had sworn before the USPTO that it neither
knew nor believed that the invention had been in public use for more than
one year before the filing date when, in fact, it had been itself selling the
invention before that date. It further argued that the existence of such

899 David R Steinman and Danielle S Fitzpatrick, ‘Antitrust Counterclaims in
Patent Infringement Cases: A Guide to Walker Process and Sham-Litigation
Claims’ (2001) 10 Tex Intell Prop L J 95, 95.

900 ibid 99; Joel Davidow, Patent-Related Misconduct Issues in US Litigation (OUP
2010) 118.

901 Walker Process (n 763).
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patent had deprived Walker of business that it would have otherwise en-
joyed and grounded its suit on the patent misuse doctrine: if using a valid
patent to extend the protection on an unpatented product was considered
illegitimate, then securing protection on an unpatentable product by a
fraudulently obtained patent should also be.?2

The district court, however, considered that Walker was attempting to
use the issue of fraud to indirectly achieve what it could not do directly,
since according to earlier case law only the US Government could ‘annul
or set aside’ a patent based on fraud.”® The district court thus rejected the
antitrust counterclaim and the Court of Appeals later confirmed that deci-
sion, highlighting the lack of case law on the matter.?% Against this con-
text, the Supreme Court proposed a novel approach to the quandary and,
without overruling the earlier case law, concluded that ‘the enforcement of
a patent procured by fraud on the Patent Office may violate of §2 of the
Sherman Act provided that the other elements necessary for a §2 case are
present.’?%

To reach this conclusion, the Supreme Court first argued that Walker’s
claim was not barred by earlier case law, since it was based on antitrust
laws rather than patent law and fraudulent procurement was only one of
its elements.?*® It emphasised in this regard that defendants in patent in-
fringement suits were already permitted to raise defences based on fraudu-
lent procurement when invoking inequitable conduct and that allowing
antitrust claims against said conducts could further promote the purposes
of the inequitable conduct doctrine.”?”

When looking at the crux of the matter, the Supreme Court opened
with the premise that patents are ordinarily exempted from antitrust laws
and approached the issue in terms of whether such an exemption would be
apposite in this particular case. To answer the question, the court held that
proof that a patent has been obtained ‘by knowingly and wilfully misrepre-
senting facts to the Patent Office’ would be ‘sufficient to strip [the paten-

902 Food Machinery & Chemical Corp v Walker Process Equipment Inc 335 F 2d 315,
316 (7th Cir 1964).

903 ibid 316. This rule had been allegedly acknowledged as a means to protect paten-
tees from vexatious suits by defendants. B D Daniel, “Walker Process Proof: The
Proper Prescription’ (2009) 41 Rutgers L J 105, 118.

904 Walker Process (Court of Appeals) (n 902) 316.

905 Walker Process (n 763) 174.

906 ibid 176.

907 ibid 176-77 (1965) (quoting reasoning given in Precision Instrument; see text at n
172 inch 3).
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tee] of its exemption from the antitrust laws.”%8 It further specified that, by
the same token, patent assignees who maintain and enforce a patent ‘with
knowledge of the patent’s infirmity’ would also be stripped from their ex-
emption.”” On the other end of the spectrum, it stated that proof of good
faith would provide a complete defence.”'°

The decision also included a much-cited concurring opinion by J Har-
lan. While entirely agreeing with the conclusions of the majority, ] Harlan
warned against an extensive interpretation that could affect patents ‘that
for one reason or another may turn out to be voidable under one or more
of the numerous technicalities attending the issuance of a patent’”!! As
such a reading could have chilling effects on the disclosure of inventions,
he continued, no antitrust case should be made out of a mere finding of
invalidity, eg due to obviousness or ‘technical fraud’. Even if the fraudu-
lent behaviour is proven, the opinion concluded, no antitrust violation
could exist if the assignee had no knowledge thereof.?12

In any event, the Supreme Court majority reminded that stripping a
patent of its exemption from antitrust laws only constitutes a first step in
the antitrust analysis and refused to see the behaviour as a per se violation.
The court observed that, to establish an antitrust violation, all other ele-
ments of §2 Sherman Act should be present, including the exclusionary
power of the concerned patent and the definition of the relevant mar-
ket.?13

At first glance, the conclusions of the decision seem to be relatively clear
and precise, yet a closer look reveals a number of unsettled questions. In
the first place, it is not entirely clear whether the patent misuse doctrine
played any role in the case: the antitrust plaintiff had made it an essential
part of the claim, but the Supreme Court does not seem to rely on it to
reach its conclusion.”™ Most significantly, the decision does not explain
how the Noerr petitioning immunity fits into the puzzle. While the deci-
sion in Walker Process was issued only four years after Noerr, the Supreme
Court does not even mention it among its considerations—despite the fact

908 ibid 177.

909 ibid 177, fn 5.

910 ibid 177.

911 ibid 180.

912 ibid 179.

913 ibid 177-78.

914 While it is true that the decision cites a patent misuse decision, it appears to do
so for merely illustrative purposes. Ibid 176.
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that applying for a patent clearly constitutes an act of petitioning the gov-
ernment.”!S

Additional questions also arise in connection with the kind of deceptive
conduct that needs to be shown to make an antitrust case. The majority
speaks, in rather vague terms, of knowing and wilful misrepresentation of
facts to the patent office, thus possibly suggesting that any misrepresenta-
tion could open the door for an antitrust analysis. The concurring opinion
attempted to shed some light by listing a handful of circumstances that
should not be considered relevant from an antitrust perspective, yet the
boundaries of the reproachable conduct were still imprecise.?1¢

Last, but certainly not least, the decision does not provide much of a
guidance as to the underlying theory of harm that informed its reasoning.
On the one hand, it seems to rely on a prevailing assumption at that time:
patents are exempted from the antitrust laws as long as the patentees’ be-
haviour remains within the patent scope, whereas any step beyond the line
makes them automatically subject to antitrust liability.’” On the other
hand, it is not entirely clear whether the anticompetitive harm flows from
the fraud at the patent office or from maintaining and enforcing the fraud-
ulently obtained patent, and in the latter case whether the behaviour be-
fore the patent office is indeed meaningful. At parts, the decision focuses
exclusively on the deceptive behaviour before the patent office,”® but the
conclusions suggest that it might rather be ‘the enforcement of a patent
procured by fraud’ which triggers antitrust concerns.”® What is more, the
Supreme Court stated that assignees who maintain and enforce a patent
‘with knowledge of the patent’s infirmity’ can also be anticompetitive,
which might actually downplay the relevance of the fraud element alto-
gether. In this regard, there does not seem to be much of a difference from
an antitrust perspective between an assignee who enforces a patent with
knowledge of a fraudulent procurement and a patentee or assignee who,
despite an immaculate procurement, later finds out that the patent is in-
valid (eg, due to the emergence of an old piece of prior art) and nonethe-

915 Hovenkamp and others, IP and Antitrust (n 712) para 11.2b.

916 Raymond P Niro and ] William Wigert Jr, ‘Patents, Fraud and the Antitrust
Laws’ (1968) 37 Geo Wash L Rev 168, 176.

917 See text at n 765.

918 Walker Process (n 763) 177 (proof that a patentee ‘obtained the patent by know-
ingly and willfully representing facts to the Patent Office ... would be sufficient
to strip [the patentee] of its exemption from the antitrust laws’).

919 ibid 174.
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less seeks to enforce it. In both cases, the parties would be maintaining and
enforcing a right knowing that it is vitiated.??°

b. The Walker Process Legacy

As stated earlier, Walker Process has become over the years one of the most
often raised antitrust defences in US patent litigation. The Supreme Court,
however, has not rendered any further decision on the issue ever since and
the lower courts have sometimes struggled to cope with the questions that
were left open.

In the first place, it is not yet clear how the Noerr immunity doctrine ap-
plies (or not) to these particular behaviours. The Supreme Court has had
the chance to clarify it in subsequent decisions, but explicitly refused to do
s0.”21 Some lower courts have then ventured to suggest that misrepresenta-
tions in adjudicatory procedures—like patent applications—simply consti-
tute a subset of the sham exception recognised in Noerr.”??> The Supreme
Court case law, however, does not seem to allow such a view, since it has
traditionally thought of sham as a narrow concept, limited to situations
where the anticompetitive harm is caused by the governmental process it-

920 Ned L Conley, ‘Considerations in Patent Litigation Brought About by Walker
Process Equipment, Inc v Food Machinery & Chemical Corp’ (1966) 9 S Tex L |
9, 13 (‘the Walker decision might well be considered to be authority for finding
an antitrust violation even in a case where there was no fraud on the Patent Of-
fice. For example, if, after the patent issues, the patentee learns that the patent is
invalid, either for public use or for some other reason, and despite this he at-
tempts to enforce the patent monopoly, the courts may well apply the reasoning
in Walker and find this to be an attempt to enforce an illegal monopoly.’). See
also Hovenkamp, The Antitrust Enterprise (n 779) 267 (... the “intellectual prop-
erty” content of Walker Process claims is easily exaggerated. The basis of the
claim is that the antitrust defendant went to court or threatened to do so on a
nonmeritorious claim. It in fact knew or should have known that the patent was
invalid or unenforceable.’).

921 PREI (n 791) 61, fn 6 (‘In surveying the “forms of illegal and reprehensible prac-
tice which may corrupt the administrative or judicial processes and which may
result in antitrust violations,” we have noted that “unethical conduct in the set-
ting of the adjudicatory process often results in sanctions” and that “[m]Jisrepre-
sentations, condoned in the political arena, are not immunized when used in the
adjudicatory process.” We need not decide here whether and, if so, to what ex-
tent Noerr permits the imposition of antitrust liability for a litigant’s fraud or
other misrepresentations.’) (citations omitted).

922 Kottle v Northwest Kidney Centers 146 F 3d 1056, 1060-61 (9th Cir 1998).
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self rather than its outcome.”?3 Others considered that Walker Process exist-
ed in a sort of ‘patent-antitrust eddy’ of its own, independent of the Noerr
line of cases.?* The Federal Circuit and the FTC have both provided a
more sensible interpretation, stating that sham litigation and misrepresen-
tations actually constitute two different alternatives on which a patentee
may be stripped of its Noerr immunity.9?

With respect to the kind of deceptive conducts before the patent office
that can configure an antitrust violation, lower courts have consistently re-
lied on the elements of common law fraud and adapted them to this par-
ticular scenario.”?¢ Accordingly, Walker Process claims are required to show
the following elements:

(1) a representation of a material fact, (2) the falsity of that representa-
tion, (3) the intent to deceive or, at least, a state of mind so reckless as
to the consequences that it is held to be the equivalent of intent (scien-
ter), (4) a justifiable reliance upon the misrepresentation by the party
deceived which induces him to act thereon, and (5) injury to the party
deceived as a result of his reliance on the misrepresentation.’?’

As for the materiality element, ie the patent office’s reliance upon the mis-
representation, ] Posner has elaborated on the topic and argued that only
‘but-for’ materiality would justify antitrust intervention and that no an-

923 Ommni (n 791) 380.

924 James B Kobak Jr, ‘Professional Real Estate Investors and the Future of Patent-
Antitrust Litigation: Walker Process And Handgards Meet Noerr-Pennington’
(1994) 63 Antitrust L J 185, 193.

925 Nobelpharma (n 812) 1071 (‘Each provides its own basis for depriving a patent
owner of immunity from the antitrust laws; either or both may be applicable to
a particular party’s conduct in obtaining and enforcing a patent. The Supreme
Court saw no need to merge these separate lines of cases and neither do we.’);
FTC, ‘Enforcement Perspectives on the Noerr-Pennington Doctrine’ (n 780)
22-23 (‘There are instances in which parties may mislead government decision
makers in an attempt to secure government action that harms competition. Such
misrepresentations differ from traditional sham activities, such as the initiation
of baseless litigation, in that the purpose of making the misrepresentations likely
Zs to obtain government action.’).

926 Norton Co v Carborundum Co 530 F 2d 435, 444-45 (1st Cir 1976); Nobelpharma
(n 812) 1069. Cf Daniel (n 903) 156 (In Walker Process, the Supreme Court made
no reference whatsoever either to “common law fraud” or to the elements of
“common law fraud.” ... the Supreme Court’s decision ... affirmatively pre-
cludes any incorporation of elements from the common law cause of action.”).

927 Norton v Curtiss 433 F 2d 779, 793 (CCPA 1970) (internal citations omitted).

192

(e |


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

2. How can Deceptive Conducts before the Patent Office Affect Competition?

titrust case should be made if the invention was nevertheless patentable.”?8
Indeed, if the invention is patentable, it should not matter from an an-
titrust perspective how pristine or dishonest the patentee was in obtaining
the patent.”” The decision provides the example of a patent granted on a
patentable invention to a person other than the real inventor, contending
that the effect of that patent on the market ‘is no greater than it otherwise
would be just because the person exercising the rights is not the one enti-
tled by law to do s0.”3° This reasoning has proved influential among other
courts.”3!

Also related to the nature of the fraud necessary to support a Walker Pro-
cess claim, the Federal Circuit had attempted to shed some light by distin-
guishing it from the conduct required in inequitable conduct cases and
emphasising that [tlo demonstrate Walker Process fraud, a claimant must
make higher threshold showings of both materiality and intent than are re-
quired to show inequitable conduct.”3? Furthermore, the Federal Circuit
had highlighted that the ‘sliding scale’ employed in inequitable conduct
cases?3? was not applicable in antitrust suits.”>* Subsequently, however, the
Federal Circuit rendered an en banc decision in Therasense which has con-
siderably heightened the inequitable conduct standards, asserting that ‘but
for’ should be the governing materiality standard and ruling out the ‘slid-
ing scale’.933 Therefore, although Therasense does not address Walker Process

928 Brunswick Corp v Riegel Textile Corp 752 F 2d 261, 265 (7th Cir 1984).

929 ibid.

930 ibid.

931 Kobak, ‘PREI and the Future of Patent-Antitrust Litigation’ (n 924) 198.

932 Dippin’ Dots Inc v Mosey 476 F 3d 1337, 1346 (Fed Cir 2007). In a frequently cited
passage, the Federal Circuit has claimed that ‘[i]nequitable conduct is ... an eg-
uitable defense in a patent infringement action and serves as a shield, while a
more serious finding of fraud potentially exposes a patentee to antitrust liability
and thus serves as a sword.” Nobelpharma (n 812) 1069.

933 See text at nn 252-253 in ch 3.

934 Dippin’ Dots (n 932) 1348 (“Weighing intent and materiality together is appropri-
ate when assessing whether the patentee’s prosecution conduct was inequitable.
However, when Walker Process claimants wield that conduct as a “sword” to ob-
tain antitrust damages rather than as a mere “shield” against enforcement of the
patent, they must prove deceptive intent independently.’) (internal citations
omitted).

935 Therasense Inc v Becton, Dickinson & Co 649 F 3d 1276, 1290-91 (Fed Cir 2011)
(en banc). See text at nn 243-248 and 252-253 in ch 3.
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claims or antitrust, the differences in practice between these two standards
might not be as sharp anymore.?3¢

Finally, the most significant question mark that hovers over the courts
as regards Walker Process claims is probably the one that refers to the under-
lying theory of harm. On one side of the spectrum, some have interpreted
that Walker Process is actually a case of antitrust liability for inducing gov-
ernmental action via misrepresentations.”?” In that event, the anticompeti-
tive harm would flow from the decision of the government to mistakenly
grant a patent due to the fraudulent conduct of the applicant and the im-
pact that the granted patent has on the market. Yet one court has argued
that, because the patent should have a ‘colourable validity’, its mere exis-
tence might not be sufficient to deter competitors and that some addi-
tional activity from the patentee might be required.?*® That same court
also recognised, however, that a showing of enforcement is not indispens-
able because, after all, ‘the concern of section 2 is with exclusion of compe-
tition, not with the particular means of exclusion.”3’

On the other side of the spectrum, the prevailing reading of Walker Pro-
cess today seems to consider that the antitrust offence consists not solely on
the fraudulent behaviour before the patent office, but also on the enforce-
ment of the fraudulently obtained patent. The Ninth Circuit, for instance,
interpreted that, without some effort to enforce, the patent cannot serve as
the foundation for a monopolisation case.?*° The Federal Circuit later em-
braced this reading®#! and in a subsequent decision confirmed that it is the
enforcement of a patent procured by fraud, rather than the fraud itself, that

936 Herbert Hovenkamp, ‘Patent Exclusions and Antitrust after Therasense’ (2011) U
Iowa Legal Studies Research Paper 11/39, 34 <http://ssrn.com/abstract=1916074>
accessed 14 February 2018.

937 Woods Exploration & Producing Co Inc v Aluminum Co of America 438 F 2d 1286,
1295 (Sth Cir, 1971) (‘plaintiffs’ basic claim is that the applicable production al-
lowable formula which the state would have intended to utilize was subverted to
the injury of plaintiffs by defendants’ filing of false nomination forecasts. The
situation is analogous to the filing of fraudulent statements with the Patent Of-
fice, which has been held to be evidence of an antitrust violation.’). Along the
same lines, see L Barry Costilo, ‘Antitrust’s Newest Quagmire: The Noerr-Pen-
nington Defense’ (1967) 66 Mich L Rev 333, 348-50; Floyd (n 812) 422; Lao, ‘Re-
forming the Noerr Doctrine’ (n 790) 977.

938 Brunswick (n 928) 265-66.

939 ibid 266.

940 California Eastern Laboratories Inc v Gould 896 F 2d 400, 403 (9th Cir 1990).

941 Cygnus Therapeutic Systems v Alza Corp 92 F 3d 1153, 1161 (Fed Cir 1996).
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can amount to an antitrust offence.”#? To that end, it stated that the stan-
dards developed for declaratory judgment actions ‘also define the mini-
mum level of “enforcement” necessary to expose the patentee to a Walker
Process claim.””® More recent cases have clarified that said ‘enforcement’
does not necessarily require the patentee to initiate legal actions, but can
also be configured, eg, by sending letters to competitors’ customers notify-
ing them of the existence of the patent.”#

It is worth stressing at this point that, under the latter interpretation,
the role played by the fraud element seems to be rather minor. As ex-
plained above, it is hard to see much of a difference from an antitrust per-
spective between (i) maintaining and enforcing a fraudulently procured
patent, and (ii) maintaining and enforcing a patent known to be invalid,
even if the prosecution was carried out in good faith, eg because the paten-
tee only later became aware of the cause of invalidity. The focus here seems
to be on maintaining and enforcing a patent knowing of its invalidity, and
the fraud at the patent office would be just one of a ream of reasons why
the patentees may be aware of it. In any case, it should also be acknowl-
edged that, under this reading, the antitrust harm still seems to flow from
the deterrent effect caused by the existence of the patent and its use by the
patentee: if a patentee knowingly maintains and enforces an invalid patent
while competitors are unaware—or unsure—of its invalidity, such circum-
stance itself can delay or dissuade the latter from entering or staying in a
particular market.

c. The Handgards or ‘Bad Faith Litigation’ Antitrust Claim

Together with Walker Process, the other most common antitrust defence in
US patent infringement cases is the Handgards or ‘bad faith litigation’
claim.” Both have similar origins and share some of their defining ele-
ments, yet the antitrust harm induced in each of them seems to be some-
what different.

942 Unitherm Food Systems Inc v Swift-Eckrich Inc 375 F 3d 1341, 1357-58 (Fed Cir
2004), revd on other grounds 546 US 394 (2006).

943 ibid 1358 (‘In other words, if the patentee has done nothing but obtain a patent
in a manner that the plaintiff believes is fraudulent, the courts lack jurisdiction
to entertain either a Declaratory Judgment Action or a Walker Process claim.’).

944 Hydril Co LP v Grant Prideco LP 474 F 3d 1344, 1350 (Fed Cir 2007).

945 Steinman and Fitzpatrick (n 899) 95.
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The Handgards case,’*® which gives name to this antitrust defence, had
started with an unsuccessful patent infringement suit, where the court had
concluded that the patent was invalid due to the existence of a ‘prior pub-
lic use’. The alleged infringer thence filed an antitrust action initially in-
voking Walker Process, but the grounds of the complaint were revised when
no proof of fraud at the patent office was found and a ‘bad faith’ theory
was asserted instead. According to the antitrust plaintiff, the patentee had
attempted to monopolise the relevant market by bringing a patent in-
fringement action knowing that the patent was invalid, among other rea-
sons, because the patentee had become aware that the defendants them-
selves had made a prior public use of the invention. The Court of Appeals
confirmed that, by the time of the infringement suit, the patentee was
aware that the patent was invalid and that this behaviour may constitute a
violation of §2 Sherman Act. In this regard, it stated that such a finding
would configure a case of ‘sham’ that would exempt the patentees of the
immunity that they would otherwise enjoy for petitioning the courts.”#

It has been argued that a Handgards claim does not essentially differ
from Walker Process, as both cases involve the enforcement of an invalid
patent with an anticompetitive effect.?*8 The Walker Process decision had
indeed included a statement that very much resembles the offence in
Handgards.*# Yet in Handgards, the anticompetitive harm does not appear
to be exactly the same, as it seems to flow not from the exclusionary effect
of a patent whose invalidity is unknown by the general public, but rather
from the harassing behaviour of the patentee. As a matter of fact,
Handgards claims may be based not only on the enforcement of a patent
known to be invalid, but also on the enforcement of a valid patent known
not to be infringed,”° thus evidencing that the focus is not set on the ex-
clusionary effect of the patent but on the abusive use of the judicial system.

946 Handgards Inc v Ethicon Inc 601 F 2d 986 (9th Cir 1979) (Handgards I); Handgards
Inc v Ethicon Inc 743 F 2d 1282 (9th Cir 1984) (Handgards II).

947 Handgards Il (n 946) 1294-95.

948 Hovenkamp and others, IP and Antitrust (n 712) para 11.1 (‘there is essentially no
economic justification for treating Walker Process and Handgards claims different-
ly.”); S W O’Donnell, ‘Unified Theory of Antitrust Counterclaims in Patent Liti-
gation’ (2004) 9(8) Va J L & Tech 1, 45 (‘It is difficult to see how the Handgards
claim, based upon Walker Process, differs so radically from its progenitor that it
implicates a completely different standard of analysis.”).

949 The Supreme Court had stated that the conclusion reached in that decision ‘ap-
plies with equal force to an assignee who maintains and enforces the patent with
knowledge of the patent’s infirmity.” Walker Process (n 763) 177, fn 5.

950 Loctite (n 717) 877.
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In fact, the same anticompetitive harm is conceivable even in the absence
of a patent, eg if the plaintiff attempts to enforce a trade secret®! or, even
outside the intellectual property sphere, if she initiates any kind of baseless
court action.”’? The anticompetitive harm here does not flow from the ex-
clusionary effects of an IP right, but rather consist on the plaintiff’s harass-
ing, deterring or delaying competitors through the petitioning activi-
ties—and not through the outcome of that petitioning, ie the governmen-
tal act. In other words, Handgards cases seem to be just the equivalent of
sham litigation in patent infringement cases.”>3

II. Orange Book Cases

Within the highly regulated pharmaceutical industry, a series of cases have
emerged which, although not directly taking place before the patent office,
also concern deceptive conducts involving patent rights and raise very in-
teresting questions in that regard. These cases refer to the complex system
put in place by the Hatch-Haxman Act and, more particularly, to the inap-
propriate listing of patent rights in the so-called Orange Book run by the
FDA.%%4

By way of background, under the Hatch-Waxman Act each company fil-
ing an NDA with the FDA in order to market a new drug in the US is also
required to submit a list of the patents that it holds protecting the drug or
methods of using such drug ‘and with respect to which a claim of patent
infringement could reasonably be asserted if a person not licensed by the
owner engaged in the manufacture, use, or sale of the drug.”®>S Such list is
then included by the FDA in what is commonly known as the Orange
Book. If, subsequently, another company seeks approval of a generic ver-
sion of that same drug, it must file an ANDA certifying that (i) no patent
has been listed for that drug, (ii) the patent has expired, (iii) the patent will

951 CVD Inc v Raytheon Co 769 F 2d 842, 851 (1st Cir 1985) (‘the assertion in bad
faith of trade secret claims, that is, with the knowledge that no trade secrets exist,
for the purpose of restraining competition does not further the policies of either
the antitrust or the trade secrets laws.”) (citations omitted).

952 See, eg, Landmarks Holding Corp v Bermant 664 F 2d 891, 896 (2nd Cir 1981)
(where a firm initiated a series of court and administrative actions designed to
delay the construction of a competitor’s shopping mall).

953 O’Donnell (n 948) 22.

954 The publication is officially referred to as the list of ‘Approved Drug Products
with Therapeutic Equivalence Evaluations’.

955 21 USC §355(b).
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expire prior to the first sale; or (iv) the patent is invalid or will not be in-
fringed.”>¢ In the latter case, which is commonly known as a ‘Paragraph
IV’ certification, the NDA applicant must give notice to the patent own-
er,”” who then has 45 days to bring an infringement action.”*® If said ac-
tion is brought, the generic drug application at the FDA is automatically
stayed for 30 months, unless the patent expires or is invalidated or declared
not infringed before that period ends.”>?

Within this rather complex framework, a significant number of an-
titrust cases arose in the US—the most frequently cited ones referring to
‘reverse payment’ or ‘pay-for-delay’ settlement agreements.”*® Yet a differ-
ent sort of antitrust cases, deeply connected to the theme of the present
work, also developed when a number of generic companies complained
that several NDA applicants had listed patents in the Orange Book know-
ing that those patents were invalid or would not be infringed. From the
cases that emerged around this issue, the most frequently cited one is I re
Buspirone,”®' where Bristol-Myers Squibb had listed a newly-obtained
patent on the Orange Book in connection with buspirone only one day be-
fore the expiration of the patent originally listed and allegedly knowing
that the new patent would not be infringed. When generic producers later
attempted to obtain a market approval under a Paragraph IV certification,
Bristol-Myers Squibb immediately brought infringement suits, thereby
triggering the 30-month stay. The generic producers thus brought an an-
titrust complaint, which Bristol-Myers Squibb moved to dismiss essentially
alleging that its activities constituted lawful petitioning immunised under
the Noerr doctrine.

At the outset, the district court highlighted that, for the Noerr doctrine
to apply, the conduct under analysis should first qualify as petitioning ac-
tivity. To that end, it is important to distinguish between situations where
the government acts only after an independent review of the merits of the
decision and cases where the intervention of the government is merely
ministerial or non-discretionary and directly relies on the private parties’
representations. In the latter event, the court argued, the conduct of the
private party does not really amount to petitioning and the Noerr doctrine

956 21 USC §355(j)(2)(A)(vii).
957 21 USC §355(j)(2)(B).
958 21 USC §355(j)(5)(B)(iii).

959 21 USC §355(j)(5)(B)(iii).

960 See, in this regard, the recent of the Supreme Court in Actavis (n 720) attempt-
ing to shed some light on the debate.

961 Re Buspirone Patent Litigation 185 F Supp. 2d 363 (SD New York 2002).
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is thus not applicable.?®? On this basis, the court interpreted that the act of
listing a patent in the Orange Book is not in fact an act of petitioning,
since it merely seeks a ministerial response and the FDA has practically no
margin for discretion.?®> And even assuming that Noerr was applicable, the
court concluded that the listing and the subsequent litigation constituted
clear cases of misrepresentation and sham that warranted an exception to
immunity.%*

Around the same time, a case also arose before the District Court of
New Jersey which presented a relatively similar set of facts.?s> Not surpris-
ingly, the court relied to a great extent on In re Buspirone and stated that
listing a patent in the Orange Book does not amount to petitioning within
the meaning of Noerr, since the FDA serves in that connection a purely
ministerial function.”®¢ Interestingly, though, the analysis did not end at
that point: even if the activities were not immunised against antitrust
scrutiny, the court interpreted that the listings in this case did not violate
any antitrust law because, at the time of listing the patent, the NDA appli-
cant had a reasonable basis to believe that it could be infringed.?®” The
court made it clear, thus, that, although requests merely seeking a ministe-
rial response from the government are not immunised by Noerr, some-
thing more still needs to be shown in order to make an antitrust case.

Finally, an interesting decision dealing with Orange Book filings was
also issued by another judge from the Southern District of New York in
Twin City Bakery Workers.?*8 The facts did not differ much from the above
mentioned cases, yet in this one the judge held that the only possible ex-
clusionary effect of an Orange Book listing was the 45-day delay in the
FDA approval of the generic drug until the NDA applicant decides
whether to sue or not. Since in this case the NDA applicant had made the
contested patent listing at a time when the initial—and presumably
valid—patent was still listed and not close to expiring, the court reasoned
that the new listing did not lead to an extension of the exclusivity, as that

962 ibid 369-70. The court cites in this regard Litton (n 801), a leading case on this
distinction, where the court had interpreted that tariff filings before the Federal
Communications Commission do not constitute petitioning under Noerr. Litton
(n 801) 807.

963 Re Buspirone (n 961) 371.

964 ibid 373-75.

965 Organon Inc v Mylan Pharmaceuticals Inc 293 F Supp 2d 453 (D NJ 2003).

966 ibid 458-59.

967 ibid 459-60.

968 Twin City Bakery Workers v Astra Aktiebolag 207 F Supp 2d 221 (SD NY 2002).
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same delay would already have been triggered by the initial patent. Ac-
cording to the court, the 30-month stay is not the result of the Orange
Book listing, but rather of the patentees” having commenced infringement
lawsuits—activities which would be clearly protected under Noerr.?®

This latter decision has been criticised by the FTC, who essentially con-
tends that antitrust laws are in fact capable of condemning an action that
causes an anticompetitive effect even if it is presented in conjunction with
some other action that is beyond its reach.””® As a matter of fact, when
NDA applicants in other cases had argued that the Orange Book listings
were an integral part of the (immunised) infringement suits, courts had
pointed out that listings were distinct from the filing of the infringement
suits, as the former do not per se affect the merits of the latter.”’! Moreover,
it would also be possible to argue that the mere listing in the Orange Book
might have an exclusionary effect on their own among competitors, aware
as they are—even before any infringement suit is started—that the 30-
month stay is available for the NDA applicant and will be automatically
triggered with the sole filing of an infringement suit.

In any case, it should be reminded that placing these filings outside the
scope of the antitrust immunity doctrine only constitutes the first step of
the antitrust analysis. Evidently, not every filing seeking a ministerial re-
sponse from the government should be banned by antitrust laws. The chal-
lenge is, thus, to determine in which specific cases those ‘non-petitioning’
activities can actually amount to an antitrust violation.””?

B. EU Competition Law. Improper Acquisition of Intellectual Property Rights.
Impact on Member States’ Competition Practice

Although the history of European competition law had started with a strict
differentiation between existence and exercise of intellectual property
rights which virtually immunised the former from antitrust scrutiny, sub-
sequent decisions gradually blurred the distinction and the bold approach
was progressively relativized.?73 In Tetra Pak I, for instance, EU courts had
decided that the acquisition of an exclusive patent licence by a dominant

969 ibid 225.

970 FTC, ‘Enforcement Perspectives on the Noerr-Pennington Doctrine’ (n 780) 21,
fn 87.

971 Re Buspirone (n 961) 3725 Organon v Mylan (n 965) 459.

972 For a more thorough analysis of this question, see text at nn 1379-1390.

973 See text at nn 864-880.
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firm could amount to a competition law violation.’”4 Moreover, in a dis-
pute between Osram and Airam that concluded with a settlement between
the parties, the Commission had expressed the opinion that registering a
trade mark in bad faith, knowing that that mark is already used by a com-
petitor, could infringe art 102 TFEU.7S It was only in the AstraZeneca case,
however, at the dawn of the new millennium, that EU courts for the
first—and thus far only—time dealt with deceptive conducts before intel-
lectual property offices as a source of competitive concern. Until then, EU
case law on the interface of intellectual property and competition law had
fundamentally concentrated on refusal to licence questions.”’¢ The follow-
ing paragraphs hence describe the AstraZeneca case in detail, as well as the
impact that it has had so far among national competition agencies.

L. The AstraZeneca Case

At the outset, it is interesting to point out that the facts and specific legal
issues discussed in the AstraZeneca case were of a transitory nature and,
hence, unlikely to arise again in the future.”” Nevertheless, the case bears
particular significance as it raises a number of crucial questions concerning
the strategic use of patenting and other administrative procedures as po-

974 Tetra Pak I (n 864). Admittedly, that case did not deal with ‘original” but with
‘derivative’ acquisition of rights, besides focusing on the acquisition itself rather
than on the procedure for acquiring. Dirk Seidel, Europdische Missbrauchsaufsicht
nach AstraZeneca: Fallrelevante Problemkreise unter besonderer Beriicksichtigung des
Konfliktfeldes Immaterialgiiter-/Wettbewerbsrecht (Shaker 2008) 14.

975 Commission, Eleventh Report on Competition Policy 1981, para 97 (Airam/
Osram).

976 Case C-238/87 AB Volvo v Erik Veng (UK) Ltd [1988] ECR 6211; Mag:ll (n 748);
Case C-418/01 IMS Health GmbH & Co OHG v NDC Health GmbH & Co KG
[2004] ECR 1-5039; Case T-201/04 Microsoft Corp v Commission [2007] ECR
11-3601. Interestingly, when the AstraZeneca case emerged, some scholars even
wondered whether the criteria that had been developed in the context of refusal
to license cases should also be applicable to the AstraZeneca case. Jacques-
Philippe Gunther and Charlotte Breuvart, ‘Misuse of Patent and Drug Regula-
tory Approval Systems in the Pharmaceutical Industry: An Analysis of US And
EU Converging Approaches’ (2005) 26 Eur Comp L Rev 669, 680.

977 Josef Drexl, ‘AstraZeneca and the EU Sector Inquiry: When do Patent Filings Vi-
olate Competition Law?’ in Josef Drexl and Nari Lee (eds), Pharmaceutical Inno-
vation, Competition and Patent Law: A Trilateral Perspective (Edward Elgar 2013)
291.
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tential competition law violations and for the first time brings them for-
ward to the EU courts.

In essence, the AstraZeneca decisions address two different types of con-
ducts, both connected to Losec. Losec is an omeprazole-based pharmaceu-
tical product launched by AstraZeneca in Europe at the end of the
1980s,%78 principally aimed at treating acid-related gastro-intestinal diseases
and conditions. In 1999, two generic companies lodged a complaint con-
tending that AstraZeneca had abused its dominant position by preventing
them to bring generic versions of the product to a number of European
markets.””? In general terms, they argued that the company had (i) misled
several national patent offices in order to obtain or unduly extend SPCs for
the active ingredient omeprazole, and (ii) adopted an abusive strategy
when switching from capsule to tablet formulations of Losec.

In 2005, after an extensive investigation, the Commission concluded
that AstraZeneca had indeed infringed art 102 TFEU and imposed a 60
million euro fine.?®° The decision was subsequently appealed, but the Gen-
eral Court,”® the Advocate General®®? and the CJEU?3 all essentially
agreed with the Commission and confirmed both the infringement and
the fine—although the latter was slenderly reduced because the effects on
parallel imports had not been shown in certain markets.” The decisions
of the Commission and the courts can all be divided into three essential
parts: they begin by addressing the question of market definition and its
dominance, followed by a separate analysis of each of the two abuses.

a. Market Definition and its Dominance

Although defining relevant markets and determining market dominance
are issues that exceed the scope of this work, the AstraZeneca case raises
interesting questions in this regard that should not go overlooked. Firstly,
because it is the first time that European institutions address this matter in

978 As a matter of fact, the product was launched by Astra AB, which later merged
with the Zeneca Group and formed AstraZeneca.

979 Commission Decision in AstraZeneca (n 751) paras 1-2.

980 ibid paras 913-24.

981 Case T-321/05 AstraZeneca v Commission [2010] ECR 11-2805.

982 Case C-457/10 P AstraZeneca v Commission (CJEU, 6 December 2012,
ECLI:EU:C:2012:293), Opinion of AG Mazdk.

983 CJEU Decision in AstraZeneca (n 877).

984 GC Decision in AstraZeneca (n 981) paras 840-62.
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the pharmaceutical sector within the framework of art 102 TFEU.”85 And
perhaps most importantly, because a finding of market dominance consti-
tutes a crucial issue under EU competition law in cases like the one at
hand, as abuses can only be sanctioned when they stem from a firm who is
already dominant on the market.?8¢

As mentioned above, this case revolves around the active ingredient
omeprazole, a so called proton pump inhibitor (PPI) for the treatment of
acid-related gastro-intestinal diseases. Together with the H2 blockers, PPIs
belong to the group of medicines which proactively inhibit the acid secre-
tion into the parietal cells of the stomach, which is pumped by a specific
enzyme normally known as the proton pump.?®” But whereas H2 blockers
merely block some of the stimulants of the enzyme, PPIs act in a more di-
rect way by inhibiting the enzyme itself. Omeprazole, which was launched
at the end of the 1980s under the Losec brand, was the pioneer PPI and it
was only during the 1990s that other PPIs entered the market—all contain-
ing molecules similar to omeprazole.”®® The first H2 blockers, on the other
hand, had been launched considerably earlier, around the 1970s.7%

Within this framework, the first step was to determine the relevant mar-
ket in which Losec was immersed. To that end, it is important to take into
consideration that competition in the pharmaceutical sector presents a
number of special features that make it different it from other industries,
particularly due to the high degree of market regulation and the fact that
the consumers (patients) are neither the decision-makers nor the ones typi-
cally bearing the costs.””® Against this background, EU competition en-
forcers tend to focus, in practice, on the function of the drugs to define the
relevant market, thus ordinarily employing the third level of the WHO’s
Anatomical Therapeutic Chemical Classification System (ATC), which
looks at their therapeutic indication.””! In the present case, however, the
Commission opted for the fourth level, which looks at the drug’s mode of
action, and therefore concluded that, in the period relevant for its assess-

985 Johanna Miller-Graff and Filipe Fischmann, ‘Der Fall AstraZeneca: “Tool box-
es” in Arzneimittelsektor — Wer hat die Bessere Werkzeuge und Welche sind Er-
laubt? Zum Urteil des Gerichts der Europdischen Union vom 1. Juli 2010,
Rs. T-321/05’ [2010] GRUR Int 2010 792, 794.

986 Sece text at nn 670ff in ch 4.

987 Commission Decision in AstraZeneca (n 751) para 34.

988 ibid para 36.

989 Frances Murphy and Francesco Liberatore, ‘Abuse of Regulatory Procedures:
The AstraZeneca Case’ (2009) 30 Eur Comp L Rev 223, 223.

990 Commission Decision in AstraZeneca (n 751) para 362.

991 ibid para 371.

203


https://doi.org/10.5771/9783748902577-117
https://www.nomos-elibrary.de/agb

Chapter V: Applying Competition Rules to Patent Proceedings

ment (ie, between 1993 and 2000), the relevant product market was con-
formed exclusively by PPIs and that H2 blockers did not inflict significant
competitive constraints.”*? In order to reach this conclusion, which both
the General Court and the CJEU shared, the Commission highlighted the
fundamental differences between PPIs and H2 blockers,?? as well as the
differences in price,”** and interpreted that the shift in sales from H2
blockers towards PPIs during the relevant period had been slow largely
due to inertia in prescribing practices.””> According to the Commission
and the courts, the gradual shift was not inconsistent with the finding of a
separate market for PPIs,””¢ but rather constituted a sign of the scant com-
petitive constraints that H2 blockers were able to impose on them.””” On a
different note, the Commission also concluded that supply-side substi-
tutability should not be taken into account.””®

In view of the narrow market definition, which has been fiercely criti-
cised by a number of scholars and practitioners,” it came as no surprise
that AstraZeneca was found to enjoy a dominant position in the PPI mar-

992 ibid para 504.

993 ibid paras 380-86 (PPIs yield superior results and constitute the only effective
remedy against a significant number of diseases); GC Decision in AstraZeneca (n
981) para 72.

994 Commission Decision in AstraZeneca (n 751) para 401; GC Decision in As-
traZeneca (n 981) para 165.

995 Commission Decision in AstraZeneca (n 751) para 467.

996 ibid paras 388 and 467; GC Decision in AstraZeneca (n 981) para 96; CJEU Deci-
sion in AstraZeneca (n 877) para 48.

997 Commission Decision in AstraZeneca (n 751) paras 388-97. The General Court
and the CJEU speak in this regard of ‘asymmetrical substitution’. GC Decision
in AstraZeneca (n 981) para 96; CJEU Decision in AstraZeneca (n 877) para 59.

998 Commission Decision in AstraZeneca (n 751) para 403 (essentially due to the
long period required to develop new pharmaceutical products).

999 See, among others, David Hull, “The Application of EU Competition Law in the
Pharmaceutical Sector’ (2011) 2 J Eur Comp L & Prac 480 (a narrow market
definition represents a risk for new products); Jacob Westin, ‘Defining Relevant
Market in the Pharmaceutical Sector in the Light of the Losec-Case: Just How
Different is the Pharmaceutical Market?” (2011) 32 Eur Comp L Rev 57, 60 (too
narrow market definitions, especially concerning innovative products, not only
risk being counterproductive but also stifle innovation); Ilaria Ottaviano, ‘Indus-
trial Property and Abuse of Dominant Position in the Pharmaceutical Market:
Some Thoughts on the AstraZeneca Judgment of the EU General Court’ in Gi-
andonato Caggiano, Gabriella Muscolo and Marina Tavassi (eds), Competition
Law and Intellectual Property: A European Perspective (Wolters Kluwer 2012)
197-98 (the temporary competitive advantage of an innovative drug compared to
the methods of alternative treatment does not seem adequate to justify the con-
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ket. This inference was already insinuated by AstraZeneca’s market share,
which during the relevant period had always remained over 50% and in
most cases well above 709,190 yet other factors were also taken into con-
sideration. Based on the premise that the primary threat for Losec is the
one stemming from generic omeprazole, it was interpreted that As-
traZeneca enjoyed a particularly strong patent protection, which in prac-
tice implied a virtually unavoidable entry barrier.!%! Even the alternative
source of threat, derived from the other PPIs that subsequently entered the
market, had played in practice a minor role, also thanks to AstraZeneca’s
robust patent portfolio.!?? Also mentioned as influential factors were the
first mover advantages'%% and the inertia in doctor’s prescribing behaviour
that hindered alternative PPIs’ market penetration.’ AstraZeneca had ar-
gued that, in any case, the particular features of the pharmaceutical indus-
try left firms very little room for manoeuvre, which diminished the rele-
vance of market dominance, but the Commission was of a different opin-
ion.1%05 As a matter of fact, AstraZeneca had been able to maintain high
prices during a large period of time!%% and was, in practice, the sole under-
taking in a position to implement an exclusionary strategy.!%0”

sideration of that drug as an autonomous market); Adrian Spillmann, ‘Trans-
parency Obligation for Holders of EU IP Assets in the Pharmaceutical Industry’
(2014) 9 J Intell Prop L & Prac 125, 127 (it would have been fairer to acknowl-
edge a common product market for H2 blockers and PPIs in the beginning of
the relevant period, and only accept a separate product market once the superi-
ority of the PPIs was clearly established).
1000 Commission Decision in AstraZeneca (n 751) para 567; GC Decision in As-
traZeneca (n 981) para 253.
1001 Commission Decision in AstraZeneca (n 751) para 526; GC Decision in As-
traZeneca (n 981) para 271.
1002 Commission Decision in AstraZeneca (n 751) paras 521-25.
1003 ibid para 541; GC Decision in AstraZeneca (n 981) para 278.
1004 Commission Decision in AstraZeneca (n 751) para 542; GC Decision in As-
traZeneca (n 981) para 278.
1005 Commission Decision in AstraZeneca (n 751) paras 553-61.
1006 ibid paras 544-48; GC Decision in AstraZeneca (n 981) para 261.
1007 Commission Decision in AstraZeneca (n 751) para 528.
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b. The First Abuse

AstraZeneca’s first abuse referred to a deceptive handling of SPC applica-
tions before the national patent offices of Germany, Belgium, Denmark,
Norway, the Netherlands and the United Kingdom.

The SPC regime had been introduced in the EU in 1992 as a means for
compensating pharmaceutical firms for the delays that regularly occur be-
tween the filing of a patent application and the date the medicinal product
is finally authorised to enter the market.!%® In a nutshell, an SPC is a sui
generis right!%% that extends the duration of a patent and confers essential-
ly the same rights, yet its scope is limited to the product covered by the
market authorisation that suffered the delays.!91% As to its duration, it com-
pensates delays between the patent’s filing date and the date of the first
market authorisation exceeding five years, although the total duration of
an SPC itself cannot go beyond five years.10!!

Importantly for the case at hand, when the SPC Regulation entered into
force, it was aimed to be applied not only to future products but also to a
large range of products which were already on the market!'?—a decision
which may be seen as rather arbitrary.193 According to the transitional
provisions, those products which were already on the market were still eli-
gible for SPC protection provided that they had obtained their ‘first autho-
rization to place it on the market as a medicinal product in the Communi-
ty’ after 1 January 1985.1°14 Some countries, however, had managed to ne-
gotiate tailored transitional provisions on the grounds of internal public

1008 Council Regulation (EEC) 1768/92 of 18 June 1992 concerning the creation of
a supplementary protection certificate for medicinal products [1992] O] L182/1
(Old SPC Regulation, subsequently amended by Regulation (EC) 469/2009).
Such delays, the regulation specifies, make the period of effective patent protec-
tion ‘insufficient to cover the investment’ and in practice penalise pharmaceuti-
cal research. See text at nn 125-132 in ch 2.

1009 Katarzyna Zbierska, Application and Importance of Supplementary Protection Cer-
tificates for Medicinal Products in the European Union (Shaker 2012) 40.

1010 Regulation (EC) 469/2009 of 6 May 2009 concerning the supplementary protec-
tion certificate for medicinal products [2009] OJ L152/1, arts 4-5 (SPC Regu-
lation).

1011 SPC Regulation, arts 13(1) and (2).

1012 Zbierska (n 1009) 250-51 (certain countries had advocated for a regime to only
reward future products, but ultimately the view of the Commission prevailed).

1013 See Drexl, ‘Deceptive Conduct in the Patent World’ (n 896) 155 (arguing that
the retroactive effect of this provision does not seem to incentivise innovation).

1014 Old SPC Regulation 1768/92, art 19.
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health issues.!?’5 In this sense, SPCs could only be obtained in Denmark
and Germany if the first market authorisation had been obtained after 1
January 1988, whereas Italy and Belgium went in the opposite direction
and admitted SPCs for products that had obtained their first market autho-
risation already in 1982.191¢ The SPC Regulation was later incorporated in-
to the EEA Agreement, where Finland and Norway joined the ‘1988 coun-
tries’ and Austria became a ‘1982 country’.107

Having been launched on the European market by the end of the 1980s,
Losec was one of the products to which the transitional provisions applied
when the SPC regime entered into force. The patents protecting omepra-
zole had been filed before the EPO and different national patent offices in
1979 and were due to expire in the course of 1999.1918 Its first technical
market authorisation, however, had been issued in France in 1987, which
suggested that AstraZeneca might not be entitled to obtain SPCs in the
‘1988 countries’. In this context, and taking into consideration that, in
many countries, product registrations are not considered complete—and
products cannot be launched—until the price negotiations are conclud-
ed,’%¥ the company decided to try out a novel interpretation of the SPC
regime and instructed its patent agents to submit the SPC applications
declaring March 1988 as the first relevant authorisation in the EU.1020
March 1988 was, in this regard, the date of publication of a list of autho-
rised products in Luxembourg, which AstraZeneca believed to be the first
‘effective’ marketing date in the Community.!??! For the sake of consisten-
cy,1922 the strategy was implemented not only in the ‘1988 countries’, but
also in the ‘1982’ and ‘1985 countries’. It should be kept in mind that, un-
til then, courts had not defined the concept of ‘first authorisation’; it was
only in 2003 that the CJEU clarified that the term refers solely to the tech-
nical market authorisation and not to other authorisations such as those re-
ferring to pricing or reimbursement.!%23

1015 Zbierska (n 1009) 251.

1016 Old SPC Regulation 1768/92, art 19.

1017 Decision of the EEA Joint Committee 7/94 of 21 March 1994 amending Proto-
col 47 and certain Annexes to the EEA Agreement [1994] OJ L160/1, Annex 15.

1018 Commission Decision in AstraZeneca (n 751) paras 20-21.

1019 ibid para 166-68. In France itself, for instance, the product had only been intro-
duced to the market in 1989. Ibid para 171.

1020 1ibid para 173.

1021 ibid.

1022 ibid para 180.

1023 Case C-127/00 Hdissle AB v Ratiopharm GmbH [2003] ECR 1-14781, para 79.
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The general practice of national patent offices when receiving SPC ap-
plications was to rely, without verification, on the information submitted
by the applicants with regard to the first market authorisation.'>* There-
fore, when in 1993 and 1994 AstraZeneca set in motion its strategy, many
patent offices proceeded to grant AstraZeneca’s SPC, although the course
of events was not in any way smooth.!°25 In some countries, for instance,
the patent agents did not follow AstraZeneca’s instructions and refused to
use Luxembourg’s price list: while some of them relied on France’s first
technical market authorisation,!926 others, unaware of the latter date, re-
lied instead on Luxembourg’s first technical authorisation—even though it
was clearly not the first one in the EU.19%7 In other countries, the patent
office itself questioned AstraZeneca’s attempt or revoked the SPC follow-
ing complaints lodged by competitors.!%28 And even in those countries
where the SPC had been granted, competitors later started court actions
that eventually resulted on the respective SPCs being revoked.!9? It is also
important to point out that, at some point during the implementation of
its strategy, AstraZeneca had become aware that Luxembourg’s price list
was in fact a private publication,'9? irrelevant for the commercialisation of
Losec,'®! yet it did not reveal this information to all patent offices con-
cerned.!032

Against this background, the Commission interpreted that AstraZeneca
had developed a ‘pattern of misleading misrepresentations’ in order to ac-
quire SPCs to which it was not entitled, or to which it was only entitled
for a shorter period, and concluded that said behaviour constituted a viola-
tion of art 102 TFEU.1033 Both the General Court'%4 and the CJEU later
confirmed such findings.!%% In essence, the abuse was divided into two

1024 Commission Decision in AstraZeneca (n 751) para 154.

1025 ibid paras 185-245.

1026 ibid paras 194 and 208.

1027 The General Court further highlights that AstraZeneca did not subsequently
intervene at those patent offices to rectify the SPCs. GC Decision in AstraZeneca
(n 981) para 594.

1028 Commission Decision in AstraZeneca (n 751) paras 209-15 (United Kingdom),
218 (Ireland), 219 (Denmark).

1029 ibid paras 227 (Germany), 234 (Norway).

1030 GC Decision in AstraZeneca (n 981) para 497.

1031 CJEU Decision in AstraZeneca (n 877) para 92.

1032 ibid paras 88-92.

1033 Commission Decision in AstraZeneca (n 751) para 626.

1034 GC Decision in AstraZeneca (n 981) para 609.

1035 CJEU Decision in AstraZeneca (n 877) paras 100 and 113.
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different stages, the first one consisting of the first round of SPC applica-
tions'%¢ and the second one comprising the second round of SPC applica-
tions in the context of the EEA Agreement, together with the misleading
responses to patent offices who had raised objections and the misleading
representations before the courts.!037

At the outset, the Commission clarified that the old dichotomy between
existence and exercise of IPRs had been abandoned by EU competition law
practice and that the acquisition of a right can indeed amount to a viola-
tion of art 102 TFEU, even if the accused conduct does not take place in
the market.1%8 Rather, what defines a conduct’s legality is whether it quali-
fies as ‘normal competition’'%? or, in the words of the General Court and
the CJEU, as ‘competition on the merits’.1%4? As for the question of causa-
tion, the General Court emphasised that an abuse of a dominant position
does not necessarily require the use of the economic power conferred by
such position.104

Moving on to AstraZeneca’s intent and based on the objective nature of
the concept of abuse, it was highlighted that proof of bad faith or of a de-
liberate conduct were not inexorably required, although they can at times
constitute relevant factors.!%42 In the case at hand, the courts considered
that AstraZeneca’s behaviour was characterised by highly misleading repre-
sentations and a manifest lack of transparency,!®? which indicated that it
indeed had had the intention to mislead the patent offices.!%4* In this re-
gard, the CJEU stressed that the ‘special responsibility’ that rests upon
dominant firms would have required AstraZeneca to disclose all the rele-
vant information to the different patent offices so as to allow them to de-
cide.!% Even if AstraZeneca’s interpretation of the SPC regime was legally
defensible, the CJEU further explained that that fact itself did not consti-

1036 The Commission had interpreted that the first stage of the abuse had started
with AstraZeneca’s instructions to its patent agents, but the General Court un-
derstood that it could only begin with the actual filing of the SPC applications.
GC Decision in AstraZeneca (n 981) para 370.

1037 CJEU Decision in AstraZeneca (n 877) paras 77 and 85.

1038 Commission Decision in AstraZeneca (n 751) paras 741-43.

1039 1ibid para 677.

1040 CJEU Decision in AstraZeneca (n 877) paras 75 and 93; GC Decision in As-
traZeneca (n 981) paras 355 and 608.

1041 GC Decision in AstraZeneca (n 981) para 354.

1042 ibid paras 356 and 359.

1043 CJEU Decision in AstraZeneca (n 877) para 92.

1044 ibid para 84.

1045 ibid para 95.
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tute a carte blanche to use any means imaginable to obtain the right it be-
lieved it was entitled to.104¢

A particularly relevant factor in that respect was the margin of manoeu-
vre enjoyed by the authorities concerned. In the view of the CJEU, every
case should be analysed i concreto,!4 because misleading representations
before public authorities to obtain an exclusive right can only constitute
an abuse if, in view of the specific circumstances of the case, those repre-
sentations are actually liable to lead them to grant the right applied for.1048
In this case, the margin of manoeuvre enjoyed by the different patent of-
fices was particularly limited,'%# as they relied in practice on the informa-
tion provided by the applicants without further verification.!%° As-
traZeneca’s conduct, thus, was indeed liable to lead them to grant the ex-
clusive rights. The CJEU, however, tried to make clear that this conclusion
does not imply that dominant firms need to be infallible in their dealings
with all public authorities.!®! The CJEU hence seemed to suggest that the
broader the margin of manoeuvre of the public authorities, the narrower
the burden on the petitioner.

As to the market impact of AstraZeneca’s, the Commission highlighted
that an extra SPC protection in practice prevents market entry by all poten-
tial competitors,!%? which in the end also affects national health systems
and consumers.!%3 Those exclusionary effects are caused by the mere exis-
tence of the SPC, particularly considering that IPRs are presumed valid, 054
even if in practice some generic firms ignored the SPCs.!%55 For this very
reason, the General Court stated that the enforcement of the improperly
obtained IPR is not a necessary requirement to attain anticompetitive ef-
fects on the market!%¢—which somehow seems to call into question the
prevailing view of US courts. The General Court further pointed out that

1046 ibid para 98.

1047 ibid para 99.

1048 ibid para 106.

1049 ibid para 105.

1050 Commission Decision in AstraZeneca (n 751) para 680.

1051 ibid para 99.

1052 ibid para 762.

1053 ibid paras 771-72.

1054 ibid paras 762 and 765.

1055 ibid para 767.

1056 GC Decision in AstraZeneca (n 981) para 362. In that connection, the General
Court argued that the ITT Promedia decision, which deals with vexatious litiga-
tion, in fact addresses a different problem and its conclusions are not applicable
to the present case.
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the fact that alternative remedies under different areas of law could—and
in fact did—limit the effects of the exclusionary strategy did not exclude
the existence of an abuse.!%57

The CJEU, seemingly agreeing with the conclusions of the Commission
and the General Court as to the anticompetitive effects, paid particular at-
tention to the question as to their materialisation. As it was mentioned
above, the pattern of deceptive conducts fundamentally took place be-
tween 1993 and 1994, whereas the SPCs applied for were expected to enter
into force only in 1999, upon the expiry of the basic patents. In the inter-
im, most SPCs were either rejected by the patent offices, revoked by the
patent offices or struck down by the courts, which effectively meant that,
by the time the basic patents expired, most SPCs had already been elimi-
nated. On this particular issue, the CJEU held that ‘the existence of an
abuse is not affected by the fact that the strategy did not succeed in some
countries.’!%8 On the one hand, in those countries where the SPCs had
been rejected from the start, it was deemed sufficient to demonstrate that
the misleading representations ‘were very likely to result’ in their is-
suance.'%5? On the other hand, in those countries where the SPCs had been
initially granted and only revoked at a later stage, it was highlighted that
also the effects taking place before the expiry of the basic patents should be
considered, as those imminent SPCs were liable to alter the structure of
the market by affecting potential competition!®® and generating uncer-
tainty.!%! On the whole, the CJEU concluded that, even though the find-
ing of an abuse necessarily requires proof of anticompetitive effects on the
market, it is not necessary for them to be concrete: potential anticompeti-
tive effects suffice.'062

Finally, another noteworthy point as to AstraZeneca’s conduct was its
timing. As it was mentioned above, the abuse was deemed to have taken
place at different stages, which led the Commission and the General Court
to interpret that, as a whole, such pattern of conduct configured a ‘single
and continuous’ infringement.!%3 On the other hand, the CJEU stated that
the anticompetitive nature of those acts is to be evaluated at the time when

1057 1ibid para 366.

1058 CJEU Decision in AstraZeneca (n 877) para 111.

1059 ibid.

1060 ibid para 108.

1061 Commission Decision in AstraZeneca (n 751) para 760.

1062 CJEU Decision in AstraZeneca (n 877) para 112.

1063 Commission Decision in AstraZeneca (n 751) para 628, 774; GC Decision in As-
traZeneca (n 981) para 895.
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they were committed.!%* Hence, the fact that AstraZeneca may no longer
have been dominant by the time those acts were able to produce their ef-
fects was deemed irrelevant.'065

c. The Second Abuse

The second abuse does not really consist of a deceptive conduct before a
patent office, but of a sequence of strategic registrations and withdrawals
of marketing authorisations of medicinal products before national health
authorities. Some of the questions addressed, however, may have a strong
impact on how competition rules generally apply to cases involving peti-
tioning public authorities.

In order to be able to market a medicinal product in the EU, firms need
to obtain an authorisation from the competent authority in the relevant
Member State. To that end, Directive 65/65/EEC, the legislation in force at
the time of the abuse, required firms to submit a series of data and docu-
ments including the results of chemical, pharmaceutical and toxicological
tests and clinical trials.’%% Yet Directive 65/65 also provided for a number
of simplified procedures, the most important being the abridged proce-
dure used by generic producers by relying on products already existing on
the market.!%” The abridged procedure essentially enables them to bring
cheaper products to the market and avoids the need to repeat tests on hu-
mans or animals.'® Through this procedure, firms basically rely on the
data that has been submitted for the already authorised reference product,
provided that they show that the generic version is ‘essentially similar’.106?
However, in order to ensure that innovative firms are not placed at a disad-
vantage, abridged procedures are only made available after the innovative
company has enjoyed a period of exclusivity.!®’? Importantly for the case at
hand, the legislation also required that the reference product ‘is marketed’

1064 CJEU Decision in AstraZeneca (n 877) para 110.

1065 GC Decision in AstraZeneca (n 981) para 379.

1066 Council Directive 65/65/EEC of 26 January 1965 on the approximation of pro-
visions laid down by Law, Regulation or Administrative Action relating to pro-
prietary medicinal products [1965] OJ Spec Ed 24, art 4.

1067 Directive 65/65/EEC (as amended by Council Directive 87/21/EEC of 22 De-
cember 1986 [1987] O] L15/36) art 4(8)(a)(iii).

1068 Directive 87/21/EEC, recital 4.

1069 Directive 65/65/EEC, art 4(8)(a)(iii).

1070 Directive 87/21/EEC, recital 2.
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in the Member State concerned.'?”! The exact meaning of this last require-
ment was only clarified in 2003, when the CJEU ruled that, in order to ob-
tain a generic market authorisation, it is ‘necessary and sufficient’ that the
reference market authorisation is in force on the date the application is
filed.1072

Against this background, AstraZeneca was accused of developing a strat-
egy to prevent or delay competition by generics and parallel importers in
Denmark, Norway and Sweden through technical and legal hurdles,!73
which essentially consisted of registering and launching a new form of
omeprazole (Losec MUPS tablets) and simultaneously withdrawing the
registration of the product that had been commercialised until then (Losec
capsules).'974 Losec MUPS tablets had a magnesium salt of omeprazole as
their active substance,!?” yet it was recognised that the difference between
capsules and tablets was clinically irrelevant.!?’¢ Due to the uncertainty
that reigned until 2003 as to the need of having the reference product on
the market for generic applications, AstraZeneca’s capsule/tablet switch
was accused of preventing competing firms from obtaining marketing au-
thorisations for generic capsules in those countries where the reference au-
thorisation had been withdrawn.!077

In the first place, the courts recognised that, as a rule, strategies for min-
imising erosion of sales are not necessarily anticompetitive, as long as they
do not depart from practices ‘coming within the scope of competition on
the merits’.1%78 In the case at hand, however, AstraZeneca’s strategy was
deemed not to come within that scope,'” even though Directive 65/65
clearly allowed the firm to withdraw its market authorisations and register

1071 Directive 65/65/EEC, art 4(8)(a)(ii1).

1072 Case C-223/01 AstraZeneca [2003] ECR 1-11809, para 58. Yet the CJEU also
recognised that, in order to grant market authorisations, ‘what matters is that
all the particulars and documents relating to the reference medicinal product
remain available to the competent authority for the Member State where the
application for the marketing authorisation is made and not that the reference
medicinal product has in fact been placed on the market.” Ibid para 27.

1073 Commission Decision in AstraZeneca (n 751) para 788.

1074 The Commission also judged this second abuse as one of a single and continu-
ous nature. Ibid para 861. The conclusion was not revised by the courts. GC
Decision in AstraZeneca (n 981) para 896.

1075 Commission Decision in AstraZeneca (n 751) para 17.

1076 Commission Decision in AstraZeneca (n 751) para 30.

1077 GC Decision in AstraZeneca (n 981) para 670.

1078 CJEU Decision in AstraZeneca (n 877) para 129.

1079 ibid para 130.
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different ones.'%% In this regard, attention was drawn to the fact that in the
majority of the cases anticompetitive abuses consist of behaviours which
are otherwise lawful under other branches of law.108!

Contrary to AstraZeneca’s contentions, the abuse did not consist of a
misuse of property rights, but of government procedures.!®? In this re-
gard, the central element constituted the deregistration of market authori-
sations, which was liable to produce alone the anticompetitive effects.!083
Those market authorisations are not designed to protect any legitimate in-
vestment after the expiry of the period of exclusivity,'°%* nor do they con-
stitute property rights.’9 Hence, a finding of abuse could not be consid-
ered an ‘effective expropriation’ of AstraZeneca’s market authorisations!8¢
and AstraZeneca’s behaviour did not configure an ‘essential facilities’
case'%7 nor was it comparable to the situations which gave rise to ‘refusal
to license’ cases such as IMS Health.'%8 Rather, the CJEU suggested a dif-
ferent test and, highlighting the special responsibility that rests with domi-
nant firms when making use of governmental procedures, stressed that

an undertaking which holds a dominant position ... cannot ... use
regulatory procedures in such a way as to prevent or make more diffi-
cult the entry of competitors on the market, in the absence of grounds
relating to the defence of the legitimate interests of an undertaking en-
gaged in competition on the merits or in the absence of objective justi-
fication.10%

The CJEU recognised that, in cases like the one at hand, onerous pharma-
covigilance obligations could have constituted a valid justification for
deregistering the marketing authorisations.!%° AstraZeneca, however, only
raised this argument for the first time when appealing the case to the Gen-
eral Court, plus its internal documents did not make any reference to

1080 ibid para 132.

1081 ibid.

1082 ibid para 149; GC Decision in AstraZeneca (n 981) para 682; Commission Deci-
sion in AstraZeneca (n 751) para 817.

1083 CJEU Decision in AstraZeneca (n 877) para 140.

1084 ibid para 131.

1085 ibid para 149.

1086 ibid.

1087 GC Decision in AstraZeneca (n 981) para 684.

1088 CJEU Decision in AstraZeneca (n 877) para 148.

1089 1ibid para 134.

1090 ibid para 135.
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those justifications.!®! Furthermore, the fact that Losec capsules had re-
mained registered in other European countries suggested that the addi-
tional burden of maintaining the registration in Denmark, Sweden and
Norway would not have required additional efforts.!%%?

Incidentally, the Commission also highlighted that requests for deregis-
tration are automatic procedures where authorities have no discretion,!%%3
and further stressed that a finding of an abuse cannot be ruled out merely
because the legislation was not perfect and could have amended any incor-
rect balancing of interests,!®* eg by admitting generic market authorisa-
tions despite of the reference authorisation having been withdrawn.

As to the anticompetitive effects of this abuse, the verdict was relatively
straight-forward, despite a few passages of the General Court’s decision
which seem to mix up the anticompetitive effects of deregistration with
other legitimate conducts such as patent enforcement.'®S AstraZeneca’s
strategy, and particularly the deregistration of its market authorisations,
had the effect of making the abridged procedure unavailable for competi-
tors and, thus, of delaying the grant of marketing authorisations in Den-
mark, Norway and Sweden.!?%¢ The fact that the regulatory framework of-
fered alternative abbreviated procedures, such as the reference to published
scientific literature,'®” did not prevent the conduct from being abusive,
particularly because said alternative means were longer and more expen-
sive.1998 Equally irrelevant to those effects was the fact that some competi-
tors had been able to use the abridged procedure before the withdrawal of
the reference product, since AstraZeneca’s strategy still made the abridged
procedure unavailable to other potential competitors.!® Furthermore,
even if AstraZeneca was able to stop generics from entering the market
based on other legitimate grounds, such as its formulation patents, deregis-
tration still constituted one additional and illegitimate entry barrier.!10

1091 ibid para 136.

1092 ibid para 137.

1093 Commission Decision in AstraZeneca (n 751) para 819.

1094 ibid para 836.

1095 See GC Decision in AstraZeneca (n 981) paras 791-801.

1096 ibid para 828; Commission Decision in AstraZeneca (n 751) para 849.

1097 Directive 65/65/EEC, art 4(8)(a)(ii) (the applicant should provide detailed refer-
ences to published scientific literature showing that the medicinal product has
‘a well established medicinal use, with recognised efficacy and an acceptable
level of safety’).

1098 CJEU Decision in AstraZeneca (n 877) para 154.

1099 GC Decision in AstraZeneca (n 981) para 837.

1100 ibid para 836.
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It is interesting to point out that, in its decision, the Commission found
that AstraZeneca’s strategy had not only had anticompetitive effects on
generic competition, but also on the parallel trade of Losec capsules in
Denmark, Norway and Sweden.!'! The General Court, however, under-
stood that the Commission had not demonstrated that parallel trade li-
censes had been revoked in Denmark and Norway due to the deregistra-
tion of the reference product.!%? Hence, if there had been any decrease in
parallel importation in those countries, it could not be blamed on As-
traZeneca’s deregistration.’® As for Sweden, the Commission had indeed
demonstrated that the parallel import licenses had been withdrawn and,
therefore, that AstraZeneca had effectively impeded parallel imports.!104
The CJEU later confirmed these conclusions.!103

II. AstraZeneca’s Aftermath: Cases in EU Member States

There seems to be a high level of uncertainty surrounding the actual effects
of AstraZeneca on intellectual property practice and on the general applica-
tion of competition law. While some seem to take a rather positive stance
on its outcome,'1% others fear that it might have a negative impact on in-

1101 Commission Decision in AstraZeneca (n 751) paras 857-58.

1102 GC Decision in AstraZeneca (n 981) paras 843 and 857.

1103 ibid paras 852 and 861.

1104 ibid para 862.

1105 CJEU Decision in AstraZeneca (n 877) para 155.

1106 See, eg, Emmanuel Dieny, ‘The Pharmaceutical Industry and Competition Law
between the Present and the Future’ (2007) 28 Eur Comp L Rev223; Matteo
Negrinotti, ‘Abuse of Regulatory Procedures in the Intellectual Property Con-
text: The AstraZeneca Case’ in Inge Govaere and Hans Ullrich (eds), Intellectual
Property, Market Power and the Public Interest (Peter Lang 2008); Muller-Graff
and Fischmann (n 985) 794; John Kallaugher and Andreas Weitbrecht, ‘Devel-
opments under Articles 101 and 102 TFEU in 2010’ (2011) 32 Eur Comp L
Rev 333; Mariateresa Maggiolino and Maria Lilla Montagnani, ‘Astrazeneca’s
Abuse of IPR-Related Procedures: A Hypothesis of Anti-Trust Offence, Abuse
of Rights and IPR Misuse’ (2011) 34 World Competition 245; Jonathan Gal-
loway, ‘Driving Innovation: A Case for Targeted Competition Policy in Dy-
namic Markets’ (2011) 34 World Competition 73; Drexl, ‘When do Patent Fil-
ings Violate Competition Law?’ (n 977) 290; Matthew Cole, ‘Pharmaceuticals
and Competition: First Strike to the Commission?” (2013) 34 Eur Comp L
Rev 227.
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novation and disrupt general IP practice,!!?” yet most of them tend to con-
verge in highlighting the need for clearer guidelines. Be that as it may, the
decision seems to have made an impression on some national competition
authorities. In the UK, for instance, the OFT imposed a fine upon Reckitt
Benckiser for delisting a product from the NHS in order to hinder the de-
velopment of generic competition.!’% But a case which had enormous
repercussions in this regard and which is worth describing in further detail
is the one prosecuted by the Italian competition authorities against Pfiz-
er.1109

The Pfizer saga began in 2012, when the AGCM (the Italian Competi-
tion Authority) fined the international pharmaceutical firm for delaying
generic competition in the market for glaucoma eye drops in Italy by ‘arti-
ficially prolonging’ its patent protection.!''? In a nutshell, Pharmacia (later
merged into Pfizer) had filed a patent application in 1989 before the EPO
which claimed the active ingredient latanoprost. The patent was granted in
1994 and validated in a number of Member States, including Italy. In
1996, the firm launched on the EU market the product Xalatan, based on
the active ingredient latanoprost, and subsequently filed the corresponding

1107 See, eg, Sophie Lawrance and Pat Treacy, “The Commission’s AstraZeneca De-
cision: Delaying Generic Entry is an Abuse of Dominant Position’ (2005) 1 J In-
tell Prop L & Prac 7; Maria Isabel Manley and Anna Wray, ‘New Pitfall for the
Pharmaceutical Industry’ (2006) 1 J Intell Prop L & Prac 266; Kjelbye (n 880);
David Hull, ‘The AstraZeneca Judgment: Implications for IP and Regulatory
Strategies’ (2010) 1 J Eur Comp L & Prac 500; Joseph Straus, ‘Patent Applica-
tion: Obstacle for Innovation and Abuse of Dominant Position under Article
102 TFEU? (2010) 1 J Eur Comp L & Prac 189; Christian Miege, Anette Girt-
ner and Marc Besen, ‘Missbrauch einer marktbeherrschenden Stellung durch
Irrefithrende Angaben bei Patentanmeldungen: Anmerkung zu EuG, Urt
v 01.07.2010 — EUG 01.07.2010 — T-321/05” (2010) 11 PharmR 586; Christopher
Stothers and Marco Ramondino, ‘Aftermath of AstraZeneca and the Pharma-
ceutical Sector Inquiry: the Big Chill?” (2011) 32 Eur Comp L Rev 591; Otta-
viano (n 999) 191; Pieter-Augustijn Van Malleghem and Wouter Devroe, ‘As-
traZeneca: Court of Justice Upholds First Decision Fiding Abuse of Dominant
Position in Pharmaceutical Sector’ (2013) 4 J Eur Comp L & Prac 228; Claudia
Seitz, ‘Klare Grenzlinie und Minenfeld: Die Marktmissbrauchskontrolle im
Arzneimittelsektor nach dem AstraZeneca-Urteil des EuGH’ [2013] EuZW 377;
Spillmann (n 999).

1108 Case CE/8931/08 Reckitt Benckiser Healthcare (UK) Ltd (OFT Decision of 12
April 2011 CA98/02/2011).

1109 Decision of the Consiglio di Stato (Italy) 693/2014 of 12 February 2014 Pfizer
Italia srl.

1110 Decision of the Autorita Garante della Concorrenza e del Mercato (AGCM)
23194 of 11 January 2012 - A431: Ratiopharm/Pfizer (Bollettino 2/2012).
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SPC applications in a number of Member States, although it missed the
deadline in Italy and hence could not obtain the SPC in that Member
State.''!! As a result, the patent in Italy would expire in September 2009,
whereas the SPCs in the other Member States would expire in July 2011.
In the meantime, however, the firm had applied for a divisional patent ap-
plication based on that main patent, which was granted after a long proce-
dure in January 2009. This patent, which originally claimed a group of
molecules comprising latanoprost,!''? was only validated in Italy and,
based on it, Pfizer requested and obtained an SPC.

Against this context, the AGCM interpreted that Pfizer’s behaviour con-
stituted an abuse of a dominant position contrary to art 102 TFEU. First of
all, to define the relevant market, the AGCM relied on AstraZeneca by em-
ploying the fourth level of the ATC and found Pfizer to enjoy a dominant
position in it.!"3 On that basis, it judged that the firm had made an ‘in-
strumental’ use of the patent system!'# so as to ‘artificially extend’ its
patent protection,'''S thus coming outside the scope of ‘competition on
the merits’.!1¢ The AGCM alleged that divisional patent applications nor-
mally lead to the placing of new products on the market, yet in this case its
scope was ‘identical’ to that of the parent patent'!’” and the intention of
the firm was simply to ‘correct’ the patent situation in Italy'!!® and exclude
generic competition from the market.!'??

In reaching its conclusion, the AGCM seems to have relied ambiguously
on a number of different theories of harm. In the first place, it cited the
EU Pharmaceutical Sector Inquiry and argued that Pfizer’s behaviour con-
stituted a ‘defensive patenting strategy’ aimed at blocking the development

1111 SPC applications are to be filed within six months of the first authorisation to
place the product on the market or, if the patent is granted after that date, with-
in six months of the grant of the patent. Art 7(1) and (2), Regulation (EC) No
469/2009 of 6 May 2009.

1112 Ratiopharm/Pfizer (n 1110) para 79.

1113 ibid paras 151-52, 172

1114 ibid para 203.

1115 ibid para 139.

1116 ibid para 175.

1117 ibid para 193. See, however, Amedeo Arena, Bettina Bergmann and Jay L
Himes, “Two Bodies of Law Separated by a Common Mission: Unilateral Con-
duct by Dominant Firms at the IP/Antitrust Intersection in the EU and the US’
(2013) 9 Eur Comp J 623, 634 (explaining that, because of their very nature, di-
visional patents cannot extend the content of the original application nor the
protection period).

1118 Ratiopharm/Pfizer (n 1110) para 200.

1119 ibid para 198.
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of new competing drugs,!!?% even though the competitors in this case did
not seem to be interested in developing new drugs but on introducing
generic versions on the market. Secondly, the AGCM contended that Pfiz-
er’s conduct resembles AstraZeneca’s first abuse, as it also provided ‘evasive’
information that led to the grant of an IPR to which it was not entitled.!'?!
It should be noted that, at the time of AGCM’s decision, Pfizer’s divisional
patent had been revoked by the EPO, although later on the validity of the
patent was confirmed by the EPO Boards of Appeal. Thirdly, the AGCM
argued that Pfizer’s behaviour created a state of legal uncertainty among
competitors, thus delaying the entry of generic products on the market
and raising the production costs.!'?? In this last regard, it should be noted
that the Pfizer’s abuse was in fact deemed to be of a ‘single and continu-
ous’ nature and encompassing a number of additional conducts,''?? in-
cluding the application for an extension of the Italian SPC based on paedi-
atric trials,’?# the delivery of warning letters and the involvement in civil
and administrative litigation.!1?5 According to the AGCM, Pfizer was as-
serting its rights aware of the poor chances of success and, if the criteria
devised in ITT Promedia for vexatious litigation were to be applicable, both
requirements would hence be met.!'2¢ Altogether, Pfizer’s patenting and
litigation strategy was deemed to have delayed market entry by generics
and, therefore, caused significant damages to the national healthcare sys-
tem. 1127

It is interesting to point out that, although the decision of the AGCM
was revoked by the court of first instance (Regional Administrative Court
of Lazio),'?8 the higher tribunal in administrative matters (Council of
State) ultimately annulled the latter judgment and confirmed AGCM’s

1120 ibid para 178.

1121 ibid para 179.

1122 ibid para 177.

1123 ibid para 176.

1124 ibid para 212. According to the AGCM, the paediatric trials had only been car-
ried out to obtain a further extension of the SPC. Ibid para 214. As finally
granted, the patent claimed the use of a specific dose of latanoprost together
with another compound for the preparation of an ophthalmological composi-
tion.

1125 ibid paras 204-0S.

1126 ibid paras 208 and 211.

1127 ibid paras 233 and 245.

1128 Decision of the Tribunale Amministrativo Regionale per il Lazio 7467/2012 of
3 Septeeember 2012 Pfizer Italia sri.
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finding of abuse.!?” In essence, the Council of State highlighted that Pfiz-
er’s divisional patent had not been followed by the introduction of a new
product on the market''3® and reminded that conducts which are legiti-
mate under patent law can still amount to an anticompetitive abuse, as an-
titrust and patent laws have different goals.!'3! In the present case, it stated
that Pfizer had used the patent procedures for a purpose different from
that intended by the legislator, as the firm’s sole purpose had been to ex-
clude competitors from the market.!!32

As a final remark, it is worth mentioning that a very similar case arose
against Pfizer in Spain, with a very similar fact pattern, yet the Spanish
Competition Authority ultimately decided to conclude the procedure
based on the lack of evidence of abuse.!!33

3. Closing Remarks and Open Questions

There can be little doubt that the case law developed around the Walker
Process decision in the US, as well as around the AstraZeneca case on the EU
side, raise genuine concerns from a competition law perspective. As most
of the cases described above show, a deceptive conduct before the patent
office has the potential to cause severe restraints on competition. Against
this context, it is crucial to have a clearly defined set of criteria and to iden-
tify the correct theory of harm underlying those conducts.

In this last regard, the Pfizer decision in Italy may be a paradigmatic ex-
ample of the importance of having clear guidelines. In that case, the Italian
authorities seem to have misinterpreted not only the underlying legal prin-
ciples informing AstraZeneca, but also a number of basic principles on the
functioning and rationale of the patent system. The AGCM, for instance,
referred to a defensive patent strategy and a misleading behaviour before
the patent office similar to AstraZeneca’s first abuse, although neither of
them seem to have taken place in this case.!'3* The Council of State possi-

1129 Pfizer (n 1109).

1130 ibid para V(A).

1131 ibid para V(C).

1132 ibid.

1133 Decision of the Comisién Nacional de los Mercados y la Competencia (Spain)
of 13 February 2014 Case S/0441/12: Pfizer Health AB.

1134 Stothers and Ramondino (n 1107) 594; Daniela Ampollini, ‘Looking for Sense
in the Italian Antitrust Authority Decision in the Pfizer Xalatan Case’ [2012]
Antitrust Chronicle vol 7(2); Damien Geradin, “When Competition Law Analy-
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bly offered a more sensible interpretation by emphasising the idea of an
abuse of administrative and judicial procedures, thereby also bringing the
case closer to AstraZeneca’s second abuse—yet the circumstances appear to
be slightly different. In AstraZeneca, the firm had employed administrative
procedures for a purpose different from that intended by the legislator,
whereas Pfizer’s conduct appears to conform precisely to the legislator’s
purpose.!!35 In this sense, the Italian authorities mistakenly state that divi-
sional patents ordinarily lead to new products on the market'!3¢ and assert
that, in this case, parent and divisional patents have ‘identical’ scope, al-
though that is not legally possible.!!3” Therefore, considering that the
scope of an SPC is defined by the scope of the underlying patent,!'3® an
SPC based on a parent patent necessarily has a different scope from an
SPC based on a divisional patent. The Council of State seems to have over-
looked the fact that the SPC regime itself acknowledges that there might
be more than one patent covering different aspects of a product, and for
that reason permits only one SPC per product!!3® and allows the applicant
to use as a basis the patent it deems appropriate.!’*® On a different note,
the AGCM also questioned Pfizer’s ‘utilitarian’ purposes in applying for a

sis Goes Wrong — The Italian Pfizer/Pharmacia Case’ (2014) 14 <http://ssrn.com
/abstract=2393383> accessed 14 February 2018.

1135 David Hull, ‘The Application of EU Competition Law in the Pharmaceutical
Sector’ (2012) 3 J Eur Comp L & Prac 473, 478.

1136 Gianni De Stefano, ‘Tough Enforcement of Unilateral Conduct at the National
Level: Italian Antitrust Authority Sanctions Bayer and Pfizer for Abuse of Dom-
inant Position (aka AstraZeneca Ruling and Essential Facility Doctrine in Ital-
ian Sauce)’ (2012) 3 ] Eur Comp L & Prac 396, 400.

1137 According to the EPO’s Examination Guidelines, ‘[t]he parent and divisional
applications may not claim the same subject-matter. This means not only that
they must not contain claims of substantially identical scope, but also that one
application must not claim the subject-matter claimed in the other, even in dif-
ferent words. The difference between the claimed subject-matter of the two ap-
plications must be clearly distinguishable.” EPO, Guidelines for Examination in
the European Patent Office (EPO November 2014) pt C(IX) para 1(6). The Ital-
ian authorities also mistakenly assume that divisional patents normally lead to
the launching of new products, when the limitations of this kind of patents in
fact make that very difficult. See EPC, art 76 (‘A European divisional applica-
tion ... may be filed only in respect of subject-matter which does not extend
beyond the content of the earlier application as filed ...").

1138 SPC Regulation, art 5 (“...the certificate shall confer the same rights as con-
ferred by the basic patent and shall be subject to the same limitations and the
same obligations.”).

1139 ibid, art 3(c).

1140 Zbierska (n 1009) 160.
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paediatric extension of the SPC, although that seems to be precisely the
legislator’s rationale behind those extensions: because the market itself
does not provide sufficient incentives to stimulate research into paediatric
products, additional protection is offered.!'#! Finally, the decisions seem to
overly rely on malleable and subjective terms, eg by alleging that the
patent situation had been ‘crystallised” after the firm failed to apply for an
SPC on the parent patent, or that the patent protection was ‘artificially’ ex-
tended,!'*? thereby raising additional problems in terms of legal certainty.

In any case, the Pfizer saga serves to highlight the importance of having
clear standards and evidences that the guidelines offered by the EU courts
in AstraZeneca might need to be further developed. As indicated above, the
landscape in the US does not seem to be very different, as a number of sig-
nificant questions still remain open, particularly as to identifying the cor-
rect theory of harm. It is not completely clear in that jurisdiction whether
the emphasis should be placed on the act of obtaining the patent or on
maintaining and enforcing it. In the latter case, it is worth asking what dis-
tinguishes a fraudulently obtained patent from any other invalid patent
and, on a more general level, whether it would just constitute a particular
form of sham litigation. The next chapter attempts to provide an answer to
these questions by critically appraising the existing case law described in
this chapter, distinguishing the possible theories of harm and offering
workable, across the board criteria for the cases to come.

1141 Regulation (EC) 1901/2006 of 12 December 2006 on medicinal products for
paediatric use [2006] OJ L378/1, recitals 2-4.
1142 Geradin, “When Competition Law Analysis Goes Wrong’ (n 1134) 15.
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1. Introduction

Having analysed the most prominent case law in the US and in the EU on
the question of deceptive behaviour before the patent office, it is now pos-
sible to turn to the underlying theory of harm in a more methodical fash-
ion and from a more academic perspective. Most of the cases described
along the previous chapter certainly provide valuable insights, yet—for dif-
ferent reasons—the theoretical criteria underpinning the decisions are at
times ambiguous or imprecise and have left a number of questions open.

At the outset, it is noteworthy that antitrust cases involving a deceptive
conduct before the patent office frequently arise amidst accusations of
sham and abuses of administrative and judicial procedures. As a matter of
fact, deceptive behaviour and sham are often invoked concurrently and, in
the view of a considerable number of courts and scholars, there are in fact
no significant differences among them, since the former would simply be a
specific variant of the broader sham doctrine—or at least should be anal-
ysed under equivalent principles.!!43

1143 As for US law, see, eg, Kottle v Northwest Kidney Centers 146 F 3d 1056, 1060-61
(9th Cir 1998) (treating misrepresentations as a variant of sham); Cheminor
Drugs Ltd v Ethyl Corp 168 F 3d 119, 123 (3rd Cir 1999) (applying the sham cri-
teria to a case involving misrepresentations); Robert H Bork, The Antitrust Para-
dox: A Policy at War with Itself (Basic 1978) 353 (arguing that, in a case involving
the enforcement of a fraudulently obtained patent, the fraud is simply a way to
show bad faith in litigation); Herbert Hovenkamp, The Antitrust Enterprise:
Principle and Execution (Harvard Univ Press 2005) 267 (arguing that Walker Pro-
cess is not really different from any other abusive litigation technique); S W
O’Donnell, ‘Unified Theory of Antitrust Counterclaims in Patent Litigation’
(2004) 9(8) VaJ L & Tech 1, 61 (interpreting that the sham litigation criteria is
also applicable to cases like Walker Process); Christopher C Klein, ‘The Eco-
nomics of Sham Litigation: Theory, Cases, and Policy’ (Bureau of Economics
Staff Report to the FTC, April 1989) 9 <www.ftc.gov/sites/default/files/docume
nts/reports/economics-sham-litigation-theory-cases-and-policy/232158_0.pdf>
accessed 14 February 2018 (reasoning that sham litigation strategies either in-
volve fraudulent use of the courts or they are special cases of nonprice preda-
tion); Rudolph J R Peritz, ‘Competition Policy and its Implications for Intellec-
tual Property Rights in the United States’ in Steven D Anderman (ed), The In-
terface Between Intellectual Property Rights and Competition Policy (Cambridge
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Against this background, it seems appropriate to first examine the sham
doctrine in greater depth, scrutinise its underlying economic principles
and verify whether deceptive conducts before the patent office can indeed
qualify as a mere variant of a sham strategy. The first part of the present
chapter, therefore, is devoted to this enterprise.

Parenthetically, it is important to recall that the US and the EU do not
have the exact same starting points when approaching questions that in-
volve petitioning public authorities. The US, on the one hand, starts from
the premise that petitioning activities are, as a principle, immune from an-
titrust laws.!144 Doctrines like sham, hence, are merely exceptions that strip
the private party from that immunity and only mean that the act can be
subject to antitrust scrutiny.!* In the EU, on its turn, no comparable im-
munity doctrine has been developed and authorities hence set off from a
seemingly more open starting line. This, however, does not mean that EU
competition rules know no boundaries, as limits to their reach can also be
found on basic rights and constitutional principles. As a matter of fact, in
the few cases in which the problem has been addressed, EU authorities
have found in US case law an important source of inspiration.!'4¢ There-
fore, the fact that the starting point may be different does not necessarily
mean that the final outcome should also differ: ultimately, the common
question in both jurisdictions seems to be whether a specific conduct has a
negative effect on competition and, if yes, whether there are any overrid-
ing reasons that vindicate it.

Univ Press 2007) 193 (referring to the Walker Process doctrine as a type of sham
litigation). As for EU law, see, eg, Mariateresa Maggiolino, Intellectual Property
and Antitrust: A Comparative Economic Analysis of US and EU Law (Edward Elgar
2011) 103-05 (suggesting that AstraZeneca’s first abuse constitutes an abusive en-
forcement of a patent, similar to any other vexatious litigation situation);
Valéria Guimaries de Lima e Silva, ‘Sham Litigation in the Pharmaceutical Sec-
tor’ (2011) 7 Eur Comp ] 455, 496 (proposing to interpret vexatious litigation
in a broader way, so as to include other abuses of governmental procedures
‘that cause even more harmful effects than groundless litigation itself’).

1144  Professional Real Estate Investors Inc v Columbia Pictures Industries Inc 508 US 49,
56 (1993).

1145 ibid 61.

1146 Katarzyna Czapracka, Intellectual Property and the Limits of Antitrust: A Compara-
tive Study of US and EU Approaches (Edward Elgar 2010) 28.
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2. The Sham or Vexatious Litigation Doctrine

The question of sham!'%” was briefly introduced in the previous chapter,
when analysing the exceptions to the Noerr immunity in the US and its EU
counterpart. The following paragraphs succinctly recount the most rele-
vant decisions in both jurisdictions!'*® and later tease out their most im-
portant elements, study their underlying theory of harm and juxtapose it
against different scenarios involving deceptive conducts before the patent

office.

A. The Development of Sham as an Antitrust Doctrine in the US and in the EU
L Sanctions under Other Areas of Law

Before addressing the question of sham as a competition law concern, it is
worth pointing out that this sort of behaviour—ie, the use of court or gov-
ernmental procedures with the intent of harassing rivals rather than ob-
taining a favourable outcome—is not the exclusive domain of competition
law. Quite the contrary, these conducts have long raised concerns among
other areas of law, predominantly in the context of procedural or civil law
abuses. Admittedly, the fact that a certain behaviour is illegal under other
areas of law does not exempt it from competition law scrutiny, as the sanc-
tions imposed in those other areas are likely to pursue different objectives.
Yet looking at these fields might nonetheless prove relevant for a couple of

1147 By way of clarification, it should be noted that the terms ‘sham’ and ‘vexatious’
litigation essentially refer to one and the same legal concept, ie the specious use
of court and governmental procedures with the purpose of harassing competi-
tors and indifferent of their outcome. See Case T-111/96 ITT Promedia v Com-
mission [1998] ECR 11-2937, para 30; City of Columbia v Omni Outdoor Advertis-
ing Inc 499 US 365, 380 (1991). While the former is often used in the context of
US litigation, the latter is a more customary expression among European courts
and scholars. Throughout this work, both terms are used interchangeably.

1148 It may be interesting to note that cases of sham litigation have arisen in other
jurisdictions as well, although their analysis exceeds the scope of this work. See,
eg, Decision of the Conselho Administrativo de Defesa Econémica (Brasil) of
20 August 2014 Case 08012.011508/2007-91 Eli Lilly do Brasil Ltda (recom-
mending to condemn the firm for sham litigation); Monsanto Co s/ Apel Resol
Comision Nacional de Defensa de la Competencia (decision of the Argentine Fed-
eral Court of Appeals of 30 Semptember 2008, case 13676/07) (revoking de de-
cision of the NCA that had condemned the firm for sham litigation).
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reasons. In the first place, it evidences that competition law is not the only
tool available to address these concerns and that, under certain circum-
stances, other areas of law might be better suited to tackle them. Secondly,
and perhaps more importantly, it may also help to shape competition law’s
constitutional boundaries. It has been argued in this regard that if a partic-
ular behaviour can be sanctioned under procedural laws without raising
any constitutional concerns, it would be incongruous to argue that that
same conduct cannot be sanctioned by competition law for the same rea-
sons. 114

In the US, abuses of the judicial proceedings may be countered through
different channels. Firstly, the Federal Rules of Civil Procedure establish
that, when parties make presentations before the courts, they implicitly
certify that they are not being made for any improper purpose and courts
can impose sanctions in case of violation.!*® Furthermore, under common
law, two basic torts exist: malicious prosecution and abuse of process. Mali-
cious prosecution refers to legal actions characterised in that they are un-
dertaken without probable cause and for an improper purpose,'’>! whereas

1149 Grip-Pak Inc v Illinois Tool Works Inc 694 F 2d 466, 470-71 (7th Cir 1982) (argu-
ing that, if a legal action with improper motivations can be sanctioned by pro-
cedural law even if brought with probably cause, that same conduct cannot be
considered immunised for competition law purposes). See also Daniel R Fis-
chel, ‘Antitrust Liability for Attempts to Influence Government Action: The Ba-
sis and Limits of the Noerr-Pennington Doctrine’ (1977) 45 U Chi L Rev 80,
101-06; C Douglas Floyd, ‘Antitrust Liability for the Anticompetitive Effects of
Governmental Action Induced by Fraud’ (2001) 69 Antitrust L ] 403, 434-35;
Marina Lao, ‘Reforming the Noerr-Pennington Antitrust Immunity Doctrine’
(2003) 55 Rutgers L Rev 965, 1011. Cf Milton Handler and Richard A De Sevo,
‘The Noerr Doctrine and Its Sham Exception’ (1984) 6 Cardozo L Rev 1, 36-37
(1984) (challenging such a view on the basis that immunity does not stem from
constitutional principles but on an interpretation of the antitrust rules).

1150 US Federal Rules of Civil Procedure, r 11(b) and (c) (‘By presenting to the
court a pleading, written motion, or other paper ... an attorney or unrepresent-
ed party certifies that to the best of the person’s knowledge, information, and
belief, formed after an inquiry reasonable under the circumstances ... it is not
being presented for any improper purpose, such as to harass, cause unnecessary
delay, or needlessly increase the cost of litigation ...").

1151 Restatement (2d) of Torts (1977) para 674 (‘One who takes an active part in the
initiation, continuation or procurement of civil proceedings against another is
subject to liability to the other for wrongful civil proceedings if (a) he acts with-
out probable cause, and primarily for a purpose other than that of securing the
proper adjudication of the claim in which the proceedings are based, and (b)
except when they are ex parte, the proceedings have terminated in favor of the
person against whom they are brought.”).
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the tort of abuse of process only requires the action to have an improper
purpose, even if the claim is asserted with probable cause.!15?

On the European side, the regulation of court proceedings remains es-
sentially a matter of national law. In the UK, courts also recognise the
common law torts of malicious prosecution and abuse of process and their
parameters are very similar to their US equivalents.!'s3 Indeed, the tort of
malicious prosecution requires to establish both a purpose not within the
scope of the action and a lack of reasonable cause, whereas the tort of
abuse of process does not include this last requirement.!'’>* Moreover, in
the specific field of patent litigation, the UK Patents Act even provides for
sanctions for groundless threats.!’>S In Germany, on the other hand, un-
grounded infringement accusations (Unberechtigte Schutzrechtsverwarnun-
gen) also entitle the wrongly accused parties to claim damages on the basis
of §823 of the BGB and §§ 3, 4 and 9 of the UWG (Gesetz gegen den un-
lauteren Wettbewerb or German Act Against Unfair Competition).!156
Moreover, courts may dismiss actions on the basis of the ZPO (Zzvilprozes-
sordnung or German Civil Procedural Rules)!'S7 and the BGB!8 if they be-
lieve that they lack of a legitimate interest for legal protection.!'s? It is also
interesting to note that, for the Unitary Patent system which is yet to enter
into force, the proposed Rules of Procedure seem to recognise to the courts

1152 Restatement (2d) of Torts (1977) para 682 (‘One who uses a legal process,
whether criminal or civil, against another primarily to accomplish a purpose
for which it is not designed, is subject to liability to the other for harm caused
by the abuse of process.’).

1153 Neil Andrews, ‘Abuse of Process in English Civil Litigation” in Michele Taruffo
(ed), Abuse of Procedural Rights: Comparative Standards of Procedural Fairness
(Kluwer 1999) 75-79.

1154 Crawford Adjusters v Sagicor General Insurance (Cayman) Ltd [2013] UKPC 17,
[2014] 1 AC 366 [62].

1155 UK Patents Act, s 70.

1156 Ansgar Ohly and others, Gesetz gegen den unlauteren Wettbewerb (6th edn, Beck
2014) para 10/41. See also Hans-Peter Brack, ‘Patent Infringement Warnings in
a Common Law versus a Civil Law Jurisdiction - An Actionable Threat? (2006)
371IC 1, 15-22.

1157 §138 ZPO (duty to tell the truth).

1158 §§226 and 242 BGB (prohibition of chicanery and general good faith obliga-
tion).

1159 Burkhard Hess, ‘Abuse of Procedure in Germany and Austria’ in Michele Taruf-
fo (ed), Abuse of Procedural Rights: Comparative Standards of Procedural Fairness
(Kluwer 1999) 157.
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the same power to dismiss claims when they are manifestly inadmissible or
unfounded.!1¢0

II. Sham as an Antitrust Injury in US Case Law

The concept of sham as an antitrust concern was originally introduced in
the US in Noerr. Indeed, in the same decision in which the Supreme Court
first recognised an antitrust immunity for petitioning the government, it
also acknowledged that said immunity could be stripped away if the peti-
tion ‘is a mere sham to cover what is actually nothing more than an at-
tempt to interfere directly with the business relationships of a competi-
tor.11¢1 However, since the Supreme Court considered that Noerr was not
a case of sham, it failed to explain in detail which elements would actually
establish one.

A few years later, in the California Motor Transport decision, the
Supreme Court shed some light on the question. In this case, a group of
highway carriers had been accused of systematically instituting proceed-
ings and legal actions against competitors in order to stop them from ac-
quiring or registering operating rights.!'¢> The court immediately ac-
knowledged its resemblance to Noerr, but pointed out that this time the
behaviour of the group of highway carriers could justify the applicability
of the sham exception. It stated in this regard that, in the case at hand, the
transporters had instituted proceedings and legal actions ‘with or without
probable cause, and regardless of the merits of the cases’'!¢3 and that they
had used their power, strategy and resources ‘to harass and deter respon-
dents in their use of administrative and judicial proceedings.’''¢4 This kind
of behaviour, reckoned the court, could indeed come within the sham ex-
ception to Noerr immunity.!'¢* It should be noted that, although the deci-
sion seemed to recognise the relevant anticompetitive harm solely in re-
stricting competitors’ access to agencies and courts,!1% the court later clari-

1160 17th draft of the Rules of Procedure of the Unified Patent Court, rr 361-63.

1161 Eastern Railroad Presidents Conference v Noerr Motor Freight Inc 365 US 127, 144
(1961).

1162 California Motor Transport Co v Trucking Unlimited 404 US 508, 509 (1972).

1163 ibid 512.

1164 ibid 511-12.

1165 ibid 516.

1166 See, in this regard, Thomas A Balmer, ‘Sham Litigation and the Antitrust Laws’
(1980) 209 Buffalo L Rev 39, 42-43.
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fied that any other kind of anticompetitive effect (eg, by raising rivals’
costs) could equally qualify as sham.11¢7

In the decades that followed, the Supreme Court had the opportunity to
decide on a number of additional cases involving the Noerr immunity. Al-
though most of those cases were not directly concerned with sham, they
did provide some additional guidance as to its characterisation. In Allied
Tube,'8 for instance, the issue arose whether the manipulation of a pri-
vate standard setting organisation to exclude competitors could be subject
to competition law, considering that the results of those standards were
widely used by local governments. The Supreme Court decided that the
conduct was not immunised, although it refused to qualify it as sham be-
cause the standard had actually been approved by many local statutes and
ordinances.'® According to the court, the concept of sham should be re-
stricted to actions which are not genuinely aimed at procuring favourable
government action.!”? The court also warned against a broad reading that
would encompass actions which genuinely seek to achieve a governmental
result, even if through improper means.!'”! Later, in Omni,''7? the
Supreme Court continued along those lines by reaffirming that sham
refers only to ‘situations in which persons use the governmental process—
as opposed to the outcome of that process—as an anticompetitive
weapon.’173 Since the case concerned a conspiracy between a private firm
and city officials to restrict potential competition through the enactment
of local ordinances, the court understood that the restriction to competi-
tion would stem from the ultimate product of lobbying and hence did not
constitute a case of sham.!'74 In the view of the court, the purpose of ha-
rassing competitors can only constitute sham if it is sought by the lobbying
process itself, and not by the governmental action that the lobbying
seeks.1175

In 1993, the Supreme Court was finally faced again with a pure sham
question in PREL7¢ which probably constitutes the most important deci-

1167 Otter Tail Power Co v United States 410 US 366, 380 (1973).

1168 Allied Tube & Conduit Corp v Indian Head Inc 486 US 492 (1988).
1169 ibid 502.

1170 ibid 500, fn 4.

1171 1bid 507, fn 10.

1172 Omni (n 1147).

1173 ibid 380.

1174 ibid 381.

1175 ibid.

1176 PREI (n 1144).
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sion in the US on this issue to date. In this case, a hotel operator had in-
stalled videodiscs players on the rooms and rented videodiscs to its guests
for in-room viewing. Columbia Pictures, who held copyrights on many of
those movies, sued the hotel operator for copyright infringement. The ho-
tel operator, on its turn, counterclaimed accusing Columbia of sham litiga-
tion, essentially arguing that the suit had been brought with anticompeti-
tive purposes. Against this background, the main question presented to the
Supreme Court was whether litigation may be considered sham merely be-
cause a subjective expectation of success does not motivate the petition-
er.'77 The court answered in the negative and interpreted that the sham
doctrine contains not only a subjective element but also an ‘indispensable
objective component’,''78 whereby the baseless nature of the claim should
also be shown. For the sake of clarity, the court outlined a two-pronged
test:

First, the lawsuit must be objectively baseless in the sense that no rea-
sonable litigant could realistically expect success on the merits. If an
objective litigant could conclude that the suit is reasonably calculated
to elicit a favorable outcome, the suit is immunized under Noerr, and
an antitrust claim premised on the sham exception must fail. Only if
challenged litigation is objectively meritless may a court examine the
litigant's subjective motivation. Under this second part of our defini-
tion of sham, the court should focus on whether the baseless lawsuit
conceals “an attempt to interfere directly with the business relation-
ships of a competitor,” through the “use [of] the governmental process
—as opposed to the outcome of that process—as an anticompetitive
weapon.” This two-tiered process requires the plaintiff to disprove the
challenged lawsuit’s legal viability before the court will entertain evi-
dence of the suit’s economic viability.!17?

In other words, according to the Supreme Court’s sham test, anticompeti-
tive litigation contains both an objective component—a baseless suit—and
a subjective component—the anticompetitive motivation. The objective
baselessness should be the first element to consider; only if proven can the
courts proceed to determine the anticompetitive purposes.

As it may be recalled, US courts in the patent litigation forum have de-
veloped an antitrust defence normally referred to as Handgards which, al-

1177 ibid 57.
1178 ibid 58.
1179 ibid 61-62 (internal citations omitted) (emphasis in original).
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though initially viewed as an aftermath of Walker Process, ultimately de-
veloped into the equivalent of sham litigation in the patent sphere.'180 Al-
though the Supreme Court in PREI did not explicitly refer to it in its deci-
sion, there is little doubt that it had a profound impact on it and that
Handgards claims should now be judged under the PREI standards.!181

III. Vexatious Litigation in the EU

Considering that no comparable immunity doctrine has been developed
under European law,'!82 the starting point in this jurisdiction seems to be
somehow easier. Indeed, as a general principle, any act can be subject to
EU competition rules, even if it does not take place on the market, provid-
ed that it at least has some effects on it.!!83 The sham use of administrative
and judicial procedures, hence, would be undoubtedly comprehended by
that definition. As a matter of fact, this behaviour would even have been
deemed within the scope of EU competition law under the old existence-
exercise dichotomy,!'8 since it would clearly not affect the existence of
any intellectual property right.

In spite of this, when shaping the boundaries of the competition rules,
EU authorities have taken into consideration essentially the same concerns
as their US counterparts in terms of fundamental rights and freedoms, ha-
bitually highlighting the importance of the right to access to courts—a
right protected by art 47 of the Charter of Fundamental Rights of the

1180 See text at nn 945ff in ch §.

1181 James B Kobak Jr, ‘Professional Real Estate Investors and the Future of Patent-
Antitrust Litigation: Walker Process And Handgards Meet Noerr-Pennington’
(1994) 63 Antitrust L J 185, 201 (both the objective and the subjective test de-
veloped in PREI must also be satisfied in Handgards claims); S W O’Donnell (n
1143) 44 (‘it is conventional wisdom that Handgards bad faith prosecution is the
patent apposite of sham litigation. ... As a result, courts and scholars now for-
mulate Handgards bad faith prosecution within the Professional Real Estate
rubric.’).

1182 See text at nn 881-891 inch 5.

1183 AstraZeneca (Case COMP/A.37.507/F3) Commission Decision 2006/857/CE
[2006] OJ L332/24, para 328. It has been argued, however, that the fact that the
conduct occurs outside the market may indicate that competition law might
not be the optimal remedy. Mario Siragusa, “The EU Pharmaceutical Sector In-
quiry: New Forms of Abuse and Article 102 TFEU’ in Giandonato Caggiano,
Gabriella Muscolo and Marina Tavassi (eds), Competition Law and Intellectual
Property: A European Perspective (Wolters Kluwer 2012) 186.

1184 See text at nn 853-857 inch 5.
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European Union.!!8 In this sense, the CJEU has recognised that the right
to assert one’s claims in court reflects a general law principle that underlies
the constitutional traditions of all EU Member States!'8¢ and that ‘in prin-
ciple, the proprietor may not be deprived of the right to have recourse to
legal proceedings to ensure effective enforcement of his exclusive
rights’.1187 Similarly, the EU Commission has recognised that, as a princi-
ple, enforcing patents in court is a legitimate and fundamental right.'%8 In
this light, it is no surprise that the cases adjudicated in the EU on the issue
of sham or vexatious litigation bear many similarities to those decided in
the US.11$

That being said, case law addressing sham as a competition law concern
in Europe is scarce and relatively new.!"° The first opportunity in which
EU authorities seem to have acknowledged the issue is in the BBI/Boosey &
Hawkes decision.!’! In this case, a manufacturer of musical instruments
had been accused of restraining competition mainly by refusing to supply
products to potential competitors, although the complaint also included
accusations of pursuing unjustified litigation for copyright infringement
‘which had the effect of imposing a heavy financial burden on the appli-

1185 Charter of Fundamental Rights of the European Union [2012] O] C 326/391.

1186 Case C-222/84 Johnston v Chief Constable of the Royal Ulster Constabulary [1986]
ECR I-1651, para 18. See also Case T-5/97 Industrie des Poudres Sphériques (IPS)
SA v Commission [2000] ECR 1I-3755, para 213 (‘recourse to a remedy in law
and, in particular, participation by an undertaking in an investigation conduct-
ed by the Community institutions, cannot be deemed, of itself, to be contrary
to Article 86 of the Treaty.’).

1187 Case C-170/13 Huawei Technologies Co. Ltd v ZTE Corp., ZTE Deutschland GmbH
(CJEU, 16 July 2015, ECLL:EU:C:2015:477).

1188 See, eg, Motorola - Enforcement of GPRS standard essential patents (Case
AT.39985) Commission Decision C(2014) 2892 [2014] OJ C344/6, paras
504-505; Samsung - Enforcement of UMTS standard essential patents (Case
AT.39939) Commission Decision C(2014) 2891 [2014] OJ C350/8, paras 55 and
71-73.

1189 Abbe E L Brown, Intellectual Property, Human Rights and Competition (Edward
Elgar 2012) 101.

1190 One of the reasons of the reduced number of cases might be the fact that, in
order to find an abuse of dominance under art 102 TFEU, the firm already
needs to be dominant at the time of the abuse. Eva Luterkort, ‘Vexatious
(Patent) Litigation & Art. 82 EC Following AstraZeneca: EC and US Converg-
ing Approaches?” (Master thesis, University of Lund 2007) 85 <http://lup.lub.lu.
se/luur/download?func=downloadFile&recordOId=1559936&fileOld=156514
8> accessed 14 February 2018.

1191 BBI/Boosey & Hawkes: Interim Measures (Case 1V/32.279) Commission Decision
87/500/EEC [1987] OJ L286/36.
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cants and of delaying the launching’ of new products.!'®? Since the deci-
sion solely concerned the imposition of interim measures compelling the
dominant company to resume the supply of its products, the Commission
did not rule on the issue of sham, yet it did recognise that such behaviour
could eventually fall foul of competition laws.!1%3

Soon after, in Decca Navigator System,''%* the Commission rendered a
decision on a case that presented clear elements of vexatious litigation, al-
though regrettably it was decided on different grounds. The case con-
cerned a navigation system originally created by Racal Decca and mostly
used for maritime navigation, whereby land-based stations transmit signals
which are received by devices placed on board. When a number of firms
attempted to enter the market of receivers after Racal Decca’s basic patents
expired, the latter attempted to maintain its dominant position by imple-
menting a mixed strategy essentially consisting in (i) varying the transmis-
sion signals of the land-based stations to obstruct the operation of compet-
ing receivers, and (ii) initiating numerous legal proceedings for unfair
competition. These lawsuits were primarily grounded on the fact that
Racal Decca was allegedly put in a competitive disadvantage by having to
bear alone with the costs of signal transmission, yet complainants claimed
that they were rather aimed to ‘fatigue’ and ‘exhaust’ competitors.!'?* In
any case, Racal Decca and the different defendants ultimately settled these
legal actions by entering into coordinated license agreements that frag-
mented the market, which on its turn led to several antitrust complaints
from third parties. After analysing the market and the conducts in detail,
the Commission interpreted that both the agreements and the changes in
the signals were anticompetitive: the former because they amounted in
practice to illegal market partitioning and the latter because it caused the
malfunctioning of competitors’ devices and discouraged competition.!1%¢
It refused to analyse, however, whether the ungrounded litigation could
constitute an anticompetitive conduct on its own.

The issue of vexatious litigation was finally addressed in depth in the EU
in the well-known ITT Promedia case.!'” Promedia had been the exclusive
publisher of telephone directories in Belgium for many years, but when its

1192 ibid para 9.

1193 1ibid para 19.

1194 Decca Navigator System (Case 1V/30.979 and 31.394) Commission Decision
89/113/EEC [1989] OJ L43/27.

1195 1ibid, para 50.

1196 1ibid paras 102 and 108.

1197 ITT Promedia (n 1147).
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exclusive license was close to expire in 1993, a series of conflicts arose with
Belgium’s telecommunications operator, Belgacom. Claims and counter-
claims were filed by both parties on different issues such as spreading false
information, demands for supplying information on FRAND terms and
demands for performance of agreement, with Promedia emerging victori-
ous from all of them. Against this backdrop, Promedia submitted a com-
plaint to the EU Commission asserting that Belgacom had abused its dom-
inant position by, among other reasons, ‘initiating vexatious litigation’.11%8

The Commission stated at the outset that ‘in principle the bringing of
an action, which is the expression of the fundamental right of access to a
judge, cannot be characterised as an abuse’.!"? In order to qualify as an an-
ticompetitive abuse, continued the Commission, it would be necessary to
show the following cumulative conditions:

i. that the action ‘cannot reasonably be considered as an attempt to es-
tablish [the dominant undertaking’s] rights and can therefore only
serve to harass the opposite party’; and

ii. that the action ‘is conceived in the framework of a plan whose goal is
to eliminate competition.’1200

Although not expressly referred to in the decision, the influence of the US
Supreme Court’s PREI judgment, which had been rendered only a few
years before, is undeniable.!?°! In fact, the first part of the ITT Promedia test
seems to embrace the whole of the PREI test, as it makes reference to both
objective and subjective elements.'??2 In any case, the Commission con-
cluded that, in the light of the proposed standard, Belgacom’s conduct
could not be considered anticompetitive, since its actions could reasonably
be regarded ‘as having been brought with a view to asserting its rights’.1203

1198 ibid para 23.

1199 1ibid para 30.

1200 ibid para 30.

1201 Adrian J Vossestein, ‘Corporate Efforts to Influence Public Authorities, and the
EC Rules on Competition’ (2000) 37 CML Rev 1383, 1395; Simonetta Vezzoso,
‘Towards an EU Doctrine of Anticompetitive IP-Related Litigation’ (2012) 3 J
Eur Comp L & Prac 521, 530.

1202 It may well be that the raison d'étre of ITT Promedia’s second part of the test
responds to the different starting points already mentioned above: whereas US
courts see sham as an exception to antitrust immunity, and hence solely as a
first step, EU law conceives it as a definite test to find an abuse. See Vezzoso (n
1201) 533.

1203 ITT Promedia (n 1147) para 41.
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Interestingly, when the decision was appealed before the General Court
(then called Court of First Instance), the appellant did not challenge the
two cumulative criteria, but simply its application by the Commission.!204
The court hence reckoned that it was not necessary to rule on its correct-
ness,!25 although it did acknowledge the importance of respecting the
fundamental right of access to the court and agreed with the Commission
in the sense that ‘it is only in wholly exceptional circumstances that the
fact that legal proceedings are brought is capable of constituting an abuse
of a dominant position’.!2%¢ Moreover, when scrutinising the way in which
the Commission had applied the two cumulative criteria, the General
Court offered some further guidance. Firstly, it explained that the test laid
down by the Commission contains one objective and one subjective ele-
ment: on the one hand, the action should be ‘manifestly unfounded’,'207
which should be proven by analysing whether the action ‘was intended to
assert what the undertaking could, at that moment, reasonably consider to
be its rights’;1208 on the other hand, the aim of the action must be ‘to elimi-
nate competition.’'? The court ultimately interpreted that the first part of
the test had not been met and confirmed the Commission’s decision.!21

Over the following years, the issue attracted little attention from courts
and competition authorities and ITT Promedia became the leading prece-
dent on vexatious litigation under EU competition law.'?!! It has been ar-
gued, however, that the CJEU’s decision in AstraZeneca might have modi-
fied the landscape, particularly when examining AstraZeneca’s second
abuse.'?12 As it may be recalled, AstraZeneca’s second abuse had essentially
consisted in deregistering marketing authorisations for Losec with the sole
purpose of obstructing and delaying generic competition.'?!3 The anticom-
petitive harm, hence, seems to be somehow similar to that which constitut-

1204 ibid para 57.

1205 1ibid para 58.

1206 ibid para 60.

1207 1ibid para 56.

1208 ibid para 73.

1209 1ibid para 56.

1210 ibid para 116.

1211 Robert O’Donoghue and A Jorge Padilla, The Law and Economics of Article 102
TFEU (2nd edn, Hart 2013) 652.

1212 Matteo Negrinotti, ‘Abuse of Regulatory Procedures in the Intellectual Proper-
ty Context: The AstraZeneca Case’ in Inge Govaere and Hans Ullrich (eds), In-
tellectual Property, Market Power and the Public Interest (Peter Lang 2008) 143.

1213 See text at nn 1066ff in ch 5.
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ed the main concern in ITT Promedia,'*'* ie a competition restraint im-
posed by the collateral effects of a bogus use of governmental procedures.
In AstraZeneca, however, neither the General Court nor the CJEU used the
two-pronged criteria nor paid any attention to the objective element—ie,
whether AstraZeneca could have reasonably believed to be exercising its
rights—but rather focused on the subjective aspect and the absolute lack of
any economic rationalisation for its conduct other than stymieing com-
petitors.!2!5 Perhaps the courts implicitly understood that, in cases where
the role of the administration is limited to rubber-stamping, the objective
element of a sham test becomes less relevant. Be that as it may, the relation
between ITT Promedia and AstraZeneca remains unclear, as the CJEU did
not make any reference to the former case and the previous instances only
referred to it in connection to the first abuse—and merely to underline its
irrelevance on that specific issue.!21¢

Finally, the situation might have become yet thornier after the General
Court’s decision in Protégé International'*'7 This decision was rendered
shortly after AstraZeneca and referred to a complaint for abusive use of op-
position procedures in different countries during the registration of a
number of trademarks. The General Court, however, did not allude to As-
traZeneca at all and simply reiterated and confirmed the two-pronged crite-
ria formulated in ITT Promedia.'*'® This might suggest that, in its view, ITT
Promedia remains the governing test for sham cases, at least where they in-
volve the assertion of an underta