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ANTITRUST
COMPETITION POLICY & TRUSTBUSTING

NOTE

Under Conley v. Gibson, 355 U.S. 41, 45-46 (1957), and its progeny, a complaint may not
be dismissed for failure to state a claim “unless it appears beyond doubt that the plaintiff
can prove no set of facts in support of his claim which would entitle him to relief,” to the
requirement of “showing that the pleader is entitled to relief.” Twombly revisited this
plaintiff-friendly standard.

Bell Atlantic Corp. v. Twombly
550 U.S. 544 (2007)

Justice SOUTER delivered the opinion of the Court.

Liability under § 1 of the Sherman Act requires a “contract, combination ..., or conspiracy,
in restraint of trade or commerce.” The question in this putative class action is whether a
§ 1 complaint can survive a motion to dismiss when it alleges that major
telecommunications providers engaged in certain parallel conduct unfavorable to
competition, absent some factual context suggesting agreement, as distinct from
identical, independent action. We hold that such a complaint should be dismissed.

I

The upshot of the 1984 divestiture of the American Telephone & Telegraph Company’s
(AT&T) local telephone business was a system of regional service monopolies (variously
called “Regional Bell Operating Companies,” “Baby Bells,” or “Incumbent Local
Exchange Carriers” (ILECs)), and a separate, competitive market for long-distance
service from which the ILECs were excluded. More than a decade later, Congress
withdrew approval of the ILECs” monopolies by enacting the Telecommunications Act
of 1996 (1996 Act), which “fundamentally restructure[d] local telephone markets” and
“subject[ed] [ILECs] to a host of duties intended to facilitate market entry.” AT&T Corp.
v. lowa Utilities Bd., 525 U.S. 366, 371 (1999). In recompense, the 1996 Act set conditions
for authorizing ILECs to enter the long-distance market. . . .

“Central to the [new] scheme [was each ILEC’s] obligation ... to share its network with
competitors,” Verizon Communications Inc. v. Law Offices of Curtis V. Trinko, LLP, 540 U.S.
398, 402, (2004), which came to be known as “competitive local exchange carriers”
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(CLECs). A CLEC could make use of an ILEC’s network in any of three ways: by (1)
purchasing local telephone services at wholesale rates for resale to end users, (2) leasing
elements of the ILEC’s network on an unbundled basis. . . .

Respondents William Twombly and Lawrence Marcus (hereinafter plaintiffs) represent a
putative class. . . . In this action against petitioners, a group of ILECs, plaintiffs seek treble
damages and declaratory and injunctive relief for claimed violations of § 1 of the Sherman
Act. . ..

The complaint alleges that the ILECs conspired to restrain trade in two ways, each
supposedly inflating charges for local telephone and high-speed Internet services.
Plaintiffs say, first, that the ILECs “engaged in parallel conduct” in their respective
service areas to inhibit the growth of upstart CLECs. Their actions allegedly included
making unfair agreements with the CLECs for access to ILEC networks, providing
inferior connections to the networks, overcharging, and billing in ways designed to
sabotage the CLECs’ relations with their own customers. . . .

Second, the complaint charges agreements by the ILECs to refrain from competing
against one another. These are to be inferred from the ILECs’ common failure
“meaningfully [to] pursu[e]” “attractive business opportunit[ies]” in contiguous markets
where they possessed “substantial competitive advantages,” and from a statement of
Richard Notebaert, chief executive officer (CEO) of the ILEC Qwest, that competing in
the territory of another ILEC “might be a good way to turn a quick dollar but that doesn’t
make it right.”

The United States District Court for the Southern District of New York dismissed the
complaint for failure to state a claim upon which relief can be granted. . . . The Court of
Appeals for the Second Circuit reversed, holding that the District Court tested the
complaint by the wrong standard.... We granted certiorari to address the proper
standard for pleading an antitrust conspiracy through allegations of parallel conduct, and
NOw reverse.

II
A

Because § 1 of the Sherman Act does not prohibit all unreasonable restraints of trade, but
only restraints effected by a contract, combination, or conspiracy, the crucial question is
whether the challenged anticompetitive conduct stems from independent decision or
from an agreement, tacit or express. While a showing of parallel business behavior is
admissible circumstantial evidence from which the fact finder may infer agreement, it
falls short of conclusively establishing agreement or itself constituting a Sherman Act
offense. Even “conscious parallelism,” a common reaction of “firms in a concentrated
market [that] recogniz[e] their shared economic interests and their interdependence with
respect to price and output decisions” is “not in itself unlawful.” Brooke Group Ltd. v.
Brown & Williamson Tobacco Corp., 509 U.S. 209, 227 (1993).
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The inadequacy of showing parallel conduct or interdependence, without more, mirrors
the ambiguity of the behavior: consistent with conspiracy, but just as much in line with a
wide swath of rational and competitive business strategy unilaterally prompted by
common perceptions of the market. . .. An antitrust conspiracy plaintiff with evidence
showing nothing beyond parallel conduct is not entitled to a directed verdict . . .; proof
of a § 1 conspiracy must include evidence tending to exclude the possibility of
independent action .. .; and at the summary judgment stage a § 1 plaintiff’'s offer of
conspiracy evidence must tend to rule out the possibility that the defendants were acting
independently.

B

This case presents the antecedent question of what a plaintiff must plead in order to state
a claim under § 1 of the Sherman Act. Federal Rule of Civil Procedure 8(a)(2) requires
only “a short and plain statement of the claim showing that the pleader is entitled to
relief,” in order to “give the defendant fair notice of what the ... claim is and the grounds
upon which it rests,” Conley v. Gibson, 355 U.S. 41, 47 (1957).

While a complaint attacked by a Rule 12(b)(6) motion to dismiss does not need detailed
factual allegations, . . . a plaintiff’s obligation to provide the grounds of his entitlement to
relief requires more than labels and conclusions, and a formulaic recitation of the
elements of a cause of action will not do. . . . Factual allegations must be enough to raise
a right to relief above the speculative level. . . .

In applying these general standards to a § 1 claim, we hold that stating such a claim
requires a complaint with enough factual matter (taken as true) to suggest that an
agreement was made. Asking for plausible grounds to infer an agreement does not
impose a probability requirement at the pleading stage; it simply calls for enough fact to
raise a reasonable expectation that discovery will reveal evidence of illegal agreement.
... It makes sense to say, therefore, that an allegation of parallel conduct and a bare
assertion of conspiracy will not suffice. Without more, parallel conduct does not suggest
conspiracy, and a conclusory allegation of agreement at some unidentified point does not
supply facts adequate to show illegality. Hence, when allegations of parallel conduct are
set out in order to make a § 1 claim, they must be placed in a context that raises a
suggestion of a preceding agreement, not merely parallel conduct that could just as well
be independent action. . . .

Thus, it is one thing to be cautious before dismissing an antitrust complaint in advance
of discovery, . .. but quite another to forget that proceeding to antitrust discovery can be
expensive. . . . That potential expense is obvious enough in the present case: plaintiffs
represent a putative class of at least 90 percent of all subscribers to local telephone or
high-speed Internet service in the continental United States, in an action against
America’s largest telecommunications firms (with many thousands of employees
generating reams and gigabytes of business records) for unspecified (if any) instances of
antitrust violations that allegedly occurred over a period of seven years. . . .
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III

When we look for plausibility in this complaint, we agree with the District Court that
plaintiffs’ claim of conspiracy in restraint of trade comes up short. . . ."

We think that nothing contained in the complaint invests either the action or inaction
alleged with a plausible suggestion of conspiracy. . . . [W]e do not require heightened fact
pleading of specifics, but only enough facts to state a claim to relief that is plausible on
its face. Because the plaintiffs here have not nudged their claims across the line from
conceivable to plausible, their complaint must be dismissed.

*® Xk

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

It is so ordered.

Justice STEVENS, with whom Justice GINSBURG joins except as to Part IV,
dissenting.

10 Thhe pleadings mentioned no specific time, place, or person involved in the alleged conspiracies. . .. [A] defendant
secking to respond to plaintiffs’ conclusory allegations in the § 1 context would have little idea where to begin.
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