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SUMMARY

The First Circuit affirmed judgment notwithstanding the verdict for Blue Cross & Blue Shield of
Rhode Island in claims brought by Ocean State Physicians Health Plan and participating physicians.
The court held that Blue Cross's HealthMate product and adverse-selection pricing policy were exempt
from antitrust scrutiny under the McCarran-Ferguson Act, while its Prudent Buyer policy was
legitimate competitive conduct under Sherman Act § 2. The court also upheld judgment for Blue Cross

on the related Rhode Island tortious-interference claim.

CASE DETAILS
COURT United States Court of Appeals for the First Circuit

WRITING FOR THE COURT Levin H. Campbell; Levin H. Campbell, Chief Judge; Bownes, Circuit
Judge; Caffrey, Senior District Judge, sitting by designation

JURISDICTION Federal

DECIDED August 21, 1989

DOCKET No. 88-1851

DISPOSITION affirmed

PROCEDURAL POSTURE Plaintiffs appealed from the district court's entry of judgment

notwithstanding the verdict for Blue Cross on Sherman Act
monopolization and Rhode Island tortious-interference claims, and

from the denial of injunctive relief and an additur.

STANDARD OF REVIEW The court reviewed judgment notwithstanding the verdict under the
same standard applicable to the district court: viewing the evidence in
the light most favorable to the plaintiffs, judgment as a matter of law is
proper only when no conclusion other than the defendant's can be

drawn.

PRECEDENTIAL VALUE Published federal appellate opinion; precedential within the First

Circuit subject to subsequent authority.
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QUESTIONS PRESENTED

1. Whether the jury's finding of antitrust liability with no antitrust damages independently required

judgment for Blue Cross despite the plaintiffs' request for injunctive relief.

2. Whether HealthMate and Blue Cross's adverse-selection pricing policy were exempt from federal
antitrust scrutiny under the McCarran-Ferguson Act.

3. Whether Blue Cross's Prudent Buyer policy constituted exclusionary conduct and unlawful

monopolization under section 2 of the Sherman Act.

4. Whether the Prudent Buyer policy constituted wrongful or unjustified intentional interference with

Ocean State's contractual relationships with participating physicians under Rhode Island law.

5. Whether the district court properly denied injunctive relief and an additur.

HOLDINGS

1. HealthMate and the adverse-selection pricing policy were exempt from antitrust scrutiny under the
McCarran-Ferguson Act because they constituted the business of insurance, were regulated by Rhode

Island law, and did not involve boycott, coercion, or intimidation.

2. The Prudent Buyer policy did not, as a matter of law, constitute unlawful monopolization or
exclusionary conduct under section 2 of the Sherman Act.

3. The Prudent Buyer policy was justified as a matter of law and therefore could not constitute wrongful or

tortious interference with Ocean State's contractual relationships with participating physicians.

4. The district court properly entered judgment notwithstanding the verdict for Blue Cross because the
evidence, viewed in the plaintiffs' favor, could not support liability as a matter of law on either the

antitrust or tortious-interference claims.

KEY QUOTATIONS

“Section 2 does not prohibit vigorous competition on the part of a monopoly. To the contrary, the primary
purpose of the antitrust laws is to encourage competition.”

“As long as Blue Cross's course of conduct was itself legitimate, the fact that some of its executives hoped to

see Ocean State disappear is irrelevant.”



“For the same reasons that we held that Prudent Buyer did not violate the Sherman Act, therefore, we hold

that it could not as a matter of law constitute tortious interference with plaintiffs' contractual relationships.”

FACTUAL BACKGROUND

Blue Cross was the largest health insurer in Rhode Island, while Ocean State was a rapidly growing HMO that
attracted approximately 70,000 enrollees as Blue Cross lost approximately 30,000 enrollees. Blue Cross
responded with three policies: a competing HMO called HealthMate, adverse-selection pricing for traditional
coverage, and a Prudent Buyer policy limiting physician payments to the lowest amount accepted from another
health-care purchaser. Approximately 350 of Ocean State's 1,200 physicians resigned from Ocean State after the
Prudent Buyer policy was implemented.

PROCEDURAL HISTORY

A jury found Blue Cross liable under section 2 of the Sherman Act and liable for tortious interference with
contractual relationships, awarding no antitrust damages but awarding compensatory and punitive damages on
the tort claim. The district court granted Blue Cross judgment notwithstanding the verdict on both claims, denied

injunctive relief and an additur, and the First Circuit affirmed.
DISPOSITION

affirmed
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