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Matsushita Electric Industrial Co., Ltd. v. Zenith Radio Corp.
475 U.S. 574 (1986)

Justice POWELL delivered the opinion of the Court.

This case requires that we again consider the standard district courts must apply when deciding
whether to grant summary judgment in an antitrust conspiracy case.

I
A

Petitioners, defendants below, are 21 corporations that manufacture or sell “consumer
electronic products” (CEPs)—for the most part, television sets. Petitioners include both Japanese
manufacturers of CEPs and American firms, controlled by Japanese parents, that sell the Japanese-
manufactured products. Respondents, plaintiffs below, are Zenith Radio Corporation (Zenith) and
National Union Electric Corporation (NUE). Zenith is an American firm that manufactures and sells
television sets. NUE is the corporate successor to Emerson Radio Company, an American firm that
manufactured and sold television sets until 1970, when it withdrew from the market after sustaining
substantial losses.

Zenith and NUE began this lawsuit in 1974, claiming that petitioners had illegally conspired
to drive American firms from the American CEP market. According to respondents, the gist of this
conspiracy was a “scheme to raise, fix and maintain artificially high prices for television receivers sold
by [petitioners] in Japan and, at the same time, to fix and maintain low prices for television receivers
exported to and sold in the United States.” These “low prices” were allegedly at levels that produced
substantial losses for petitioners. The conspiracy allegedly began as early as 1953, and according to
respondents was in full operation by sometime in the late 1960’s. Respondents claimed that various
portions of this scheme violated §§ 1 and 2 of the Sherman Act. . ..

After several years of detailed discovery, petitioners filed motions for summary judgment on
all claims against them. . . .

In an opinion spanning 217 pages, the court found that the admissible evidence did not raise
a genuine issue of material fact as to the existence of the alleged conspiracy. At bottom, the court
found, respondents’ claims rested on the inferences that could be drawn from petitioners’ parallel
conduct in the Japanese and American markets, and from the effects of that conduct on petitioners’
American competitors. . . .

B

The Court of Appeals for the Third Circuit reversed. . .. [It] concluded that a reasonable
factfinder could find a conspiracy to depress prices in the American market in order to drive out
American competitors, which conspiracy was funded by excess profits obtained in the Japanese
market. The court apparently did not consider whether it was as plausible to conclude that petitioners’
price-cutting behavior was independent and not conspiratorial.

We granted certiorari to determine whether the Court of Appeals applied the proper standards
in evaluating the District Court’s decision to grant petitioners’ motion for summary judgment. . . .
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I1

We begin by emphasizing what respondents’ claim is not. Respondents cannot recover
antitrust damages based solely on an alleged cartelization of the Japanese market, because American
antitrust laws do not regulate the competitive conditions of other nations’ economies. . . . Nor can
respondents recover damages for any conspiracy by petitioners to charge higher than competitive
prices in the American market. Such conduct would indeed violate the Sherman Act, . . . but it could
not injure respondents: as petitioners’ competitors, respondents stand to gain from any conspiracy to
raise the market price in CEPs. . .. Finally, for the same reason, respondents cannot recover for a
conspiracy to impose nonprice restraints that have the effect of either raising market price or limiting
output. . . .

111

To survive petitioners’ motion for summary judgment, respondents must establish that there
is a genuine issue of material fact as to whether petitioners entered into an illegal conspiracy that
caused respondents to suffer a cognizable injury. ... This showing has two components. First,
respondents must show more than a conspiracy in violation of the antitrust laws; they must show an
injury to them resulting from the illegal conduct. . .. Second, the issue of fact must be “genuine.”
Fed.Rules Civ.Proc. 56(c), (e). ... In the language of the Rule, the nonmoving party must come
forward with “specific facts showing that there is a genuine issue for trial.” Fed.Rule Civ.Proc. 56(¢).

It follows from these settled principles that if the factual context renders respondents’ claim
implausible—if the claim is one that simply makes no economic sense—respondents must come
forward with more persuasive evidence to support their claim than would otherwise be necessary. . . .

Respondents correctly note that on summary judgment the inferences to be drawn from the
underlying facts must be viewed in the light most favorable to the party opposing the motion.” . . .
But antitrust law limits the range of permissible inferences from ambiguous evidence in a § 1 case.
Thus, in Monsanto Co. v. Spray-Rite Service Corp., 465 U.S. 752 (1984), we held that conduct as consistent
with permissible competition as with illegal conspiracy does not, standing alone, support an inference
of antitrust conspiracy. . . . Respondents in this case, in other words, must show that the inference of
conspiracy is reasonable in light of the competing inferences of independent action or collusive action
that could not have harmed respondents. . . .

Petitioners argue that these principles apply fully to this case. According to petitioners, the
alleged conspiracy is one that is economically irrational and practically infeasible. Consequently,
petitioners contend, they had no motive to engage in the alleged predatory pricing conspiracy; indeed,
they had a strong motive #o# to conspire in the manner respondents allege. Petitioners argue that, in
light of the absence of any apparent motive and the ambiguous nature of the evidence of conspiracy,
no trier of fact reasonably could find that the conspiracy with which petitioners are charged actually
existed. This argument requires us to consider the nature of the alleged conspiracy and the practical
obstacles to its implementation.

IV
A

A predatory pricing conspiracy is by nature speculative. Any agreement to price below the
competitive level requires the conspirators to forgo profits that free competition would offer them.
The forgone profits may be considered an investment in the future. For the investment to be rational,
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the conspirators must have a reasonable expectation of recovering, in the form of later monopoly
profits, more than the losses suffered. . . .

[TThe success of such schemes is inherently uncertain: the short-run loss is definite, but the
long-run gain depends on successfully neutralizing the competition. Moreover, it is not enough simply
to achieve monopoly power, as monopoly pricing may breed quick entry by new competitors eager to
share in the excess profits. The success of any predatory scheme depends on maintaining monopoly
power for long enough both to recoup the predator’s losses and to harvest some additional gain. . . .
For this reason, there is a consensus among commentators that predatory pricing schemes are rarely
tried, and even more rarely successful. . . .

These observations apply even to predatory pricing by a single firm seeking monopoly power.
In this case, respondents allege that a large number of firms have conspired over a period of many
years to charge below-market prices in order to stifle competition. Such a conspiracy is incalculably
more difficult to execute than an analogous plan undertaken by a single predator. ... The alleged
conspiracy’s failure to achieve its ends in the two decades of its asserted operation is strong evidence
that the conspiracy does not in fact exist. . . .

B

[Clourts should not permit factfinders to infer conspiracies when such inferences are
implausible, because the effect of such practices is often to deter procompetitive conduct.
Respondents, petitioners’ competitors, seek to hold petitioners liable for damages caused by the
alleged conspiracy to cut prices. Moreover, they seck to establish this conspiracy indirectly, through
evidence of other combinations . .. whose natural tendency is to raise prices, and through evidence
of rebates and other price-cutting activities that respondents argue tend to prove a combination to
suppress prices. But cutting prices in order to increase business often is the very essence of
competition. Thus, mistaken inferences in cases such as this one are especially costly, because they
chill the very conduct the antitrust laws are designed to protect. . . .

As we earlier explained, predatory pricing schemes require conspirators to suffer losses in
order eventually to realize their illegal gains; moreover, the gains depend on a host of uncertainties,
making such schemes more likely to fail than to succeed. These economic realities tend to make
predatory pricing conspiracies self-deterring: unlike most other conduct that violates the antitrust laws,
failed predatory pricing schemes are costly to the conspirators. . . . Finally, unlike predatory pricing by
a single firm, successful predatory pricing conspiracies involving a large number of firms can be
identified and punished once they succeed, since some form of minimum price-fixing agreement
would be necessary in order to reap the benefits of predation. Thus, there is little reason to be
concerned that by granting summary judgment in cases where the evidence of conspiracy is speculative
or ambiguous, courts will encourage such conspiracies.

A\

As our discussion . . . shows, petitioners had no motive to enter into the alleged conspiracy.
To the contrary, as presumably rational businesses, petitioners had every incentive not to engage in
the conduct with which they are charged, for its likely effect would be to generate losses for petitioners
with no corresponding gains. The Court of Appeals did not take account of the absence of a plausible
motive to enter into the alleged predatory pricing conspiracy. It focused instead on whether there was
“direct evidence of concert of action.” The Court of Appeals erred in two respects: (i) the “direct
evidence” on which the court relied had little, if any, relevance to the alleged predatory pricing
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conspiracy; and (ii) the court failed to consider the absence of a plausible motive to engage in predatory
pricing.

The “direct evidence” on which the court relied was evidence of other combinations, not of a
predatory pricing conspiracy. Evidence that petitioners conspired to raise prices in Japan provides
little, if any, support for respondents’ claims: a conspiracy to increase profits in one market does not
tend to show a conspiracy to sustain losses in another. . . .

That being the case, the absence of any plausible motive to engage in the conduct charged is
highly relevant to whether a “genuine issue for trial” exists within the meaning of Rule 56(e). Lack of
motive bears on the range of permissible conclusions that might be drawn from ambiguous evidence:
if petitioners had no rational economic motive to conspire, and if their conduct is consistent with
other, equally plausible explanations, the conduct does not give rise to an inference of conspiracy. . . .
In sum, in light of the absence of any rational motive to conspire, neither petitioners’ pricing practices,
nor their conduct in the Japanese market, nor their agreements respecting prices and distribution in
the American market, suffice to create a “genuine issue for trial.” Fed.Rule Civ.Proc. 56(e).

On remand, the Court of Appeals is free to consider whether there is other evidence that is
sufficiently unambiguous to permit a trier of fact to find that petitioners conspired to price predatorily
for two decades despite the absence of any apparent motive to do so. The evidence must tend to
exclude the possibility that petitioners underpriced respondents to compete for business rather than
to implement an economically senseless conspiracy. . . .

VI

... The decision of the Court of Appeals is reversed, and the case is remanded for further
proceedings consistent with this opinion.

1¢ is s0 ordered.

Justice WHITE, with whom Justice BRENNAN, Justice BLACKMUN, and Justice STEVENS join,
dissenting.

Page 4 of 4


https://antitru.st/

	Justice WHITE, with whom Justice BRENNAN, Justice BLACKMUN, and Justice STEVENS join, dissenting.

