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U.S. Supreme Court Denies Cert in Antitrust Case Over 
Loyalty Rebates

On April 29, 2013, the U.S. Supreme Court denied a petition for a writ of certiorari seeking to 
overturn a judgment against Eaton Corporation for allegedly using multiple, long-term supply 
contracts containing volume rebates to foreclose a substantial share of the truck transmission 
market in violation of the Sherman and Clayton Acts. The central question before the Court was 
whether Eaton’s competitors could successfully bring monopolization claims based on Eaton’s 
use of such supply contracts in the absence of any evidence that it engaged in predatory pricing.

Eaton is the dominant supplier of heavy-duty truck transmissions to the four major original 
equipment manufacturers (“OEMs”) of heavy-duty trucks in North America. Eaton entered 
into long-term supply  agreements with each OEM that offered rebates if the OEM purchased 
a specified percentage of its transmission requirements (ranging from 80% to 97.5%) from the 
company. 

Competitors ZF Meritor LLC and Meritor Transmission Corporation (“Competitors”) filed a 
complaint in the U.S. District Court for the District of Delaware, alleging that the long-term 
agreements and rebates amounted to “de facto exclusive dealings contracts” that Eaton used to 
stifle competition in the heavy-duty truck transmission market. A jury ultimately found that the 
agreements with volume rebates were evidence of unlawful anticompetitive conduct. 

Eaton appealed the jury finding to the U.S. Court of Appeals for the Third Circuit. The company 
argued that the district court judge should have overruled the jury verdict because Competitors 
had failed to satisfy the “price-cost test,” under which a defendant will be held liable for antitrust 
violations for using conditional rebates to increase its market share only if the plaintiff shows that 
the defendant engaged in predatory (below-cost) pricing.

On September 28, 2012, the Third Circuit held that the price-cost test was only applicable in cases 
where pricing is “the clearly dominant mechanism of exclusion.” It found that because Eaton 
allegedly employed other tactics to exclude Competitors from the market—including using its 
dominant position to coerce the OEMs into de facto purchase requirements and working with the 
OEMs to block customer access to Competitors’ products—Eaton’s conditional rebates “[were] 
not the clearly predominant mechanism of exclusion.”  It went on to hold that there was sufficient 
evidence to support the jury’s findings of antitrust violations. 
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Eaton appealed the Third Circuit ruling to the Supreme Court, 
arguing that the price-cost test applied whenever a plaintiff 
challenged a defendant’s pricing practices, regardless of whether 
the plaintiff also challenged other practices. It further argued that 
the Third Circuit’s ruling conflicted with established precedents in 
the First, Second, Sixth, Eighth, and Ninth Circuits providing that 
the price-cost test both applies to, and precludes liability regarding, 
conditional rebate agreements of the sort at issue. 

The Supreme Court’s denial of certiorari in this case means that 
a defendant facing an antitrust suit over its conditional rebate 

program in the Third Circuit will have to assess not only whether 
its pricing conduct is predatory, but also whether its non-pricing 
conduct could be construed as exclusionary. It also means that 
the Third Circuit may become the forum of choice for plaintiffs 
challenging rebate programs under antitrust laws, a possibility 
that may be of particular interest to corporate defendants whose 
national reach may subject them to suit in multiple jurisdictions.
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