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How Much Is an Infringing
Feature Really Worth?

BY ROBERT L. KLEIN

he award of damages in a patent or

copyright infringement case can

often turn on the importance or
value of the alleged infringing feature. A
holder whose rights have been violated
can receive monetary damages “adequate
to compensate for the infringement™ but
“in no event less than a reasonable royal-
ty.” The profits lost due to the alleged
infringement are the obvious starting
point for determining adequate compen-
sation. But measuring these lost profits
requires an understanding of how cus-
tomers make decisions, and what they
would have done “but for” the infringe-
ment. Would all of the customers who
bought the infringing product have been
captured by the holder, but for the m-
fringement?

A plaintiff will want to claim that with-
out the mfringement, the defendant’s
product could not exist, so “give me all
your money.” Such a claim 1s usually
based on the theory that every sale the de-
fendant made was lost by the plaintiff
and contributed to their lost profits. The

plaintiff may have a strong case if the al-
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leged infringement was of a manufactur-
ing process, for example, in a two-brand
market. But if the dispute were related to
a specific feature of a product, it is not ob-
vious that the plantiff can base its claim

on all of the sales of the infringing party.

. : . -
Sometimes an econometric analysis of

the sales of competing products can show
the impact of one brand’s sales on anoth-
er. A drop i the absolute level of sales or
a change in the sales trend that corre-
sponds with the entry of the infringing
product on the market can support a
claim of lost profits. [requently, however,
many other factors are also at work and
the 1mpact, if any, can occur gradually
over months or years as the infringing
product gains distribution and market
share. Direct questioning of customers
can sometimes successfully determine
what they would have bought instead.
But, if in the “but for” world, the product
still would have been on the market ab-
sent the specific infringing feature, how
would customers have reacted?

The value of an infringing feature can
be thought of as the amount by which the
price of the product would have to drop in

order to compensate for the lack of that
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feature. IHow much would customers be
willing to pay if the feature were omitted?
How much more would they pay to have
that feature added?

This is closely related to a problem
that product developers face all the time.
What 1s a product feature worth? IHow
much will customers pay for a product
that has a particular feature, or set of fea-
tures, as compared to a product without
that feature? Customers may have a chf-
ficult time answering such hypothetical
questions directly. But there 1s a particu-
lar type of market research survey that
can measure how consumers would have
reacted had the defendant’s product not
contained the infringing features.

“Conjoint analysis” is a term used to
describe a broad range of market research
techniques for measuring the value people
place on the attributes or features that de-
fine products and services. Discrete choice,
choice modeling, hierarchical choice, card
sorts, trade-off matrices, preference-based
conjoint, and pairwise comparisons are
some of the names used for various forms
of conjomnt analysis. Over the past 25
years, these technicques have gained wide-
spread acceptance and vahldation in the
new product development community. As
just one example, Marriott’s Courtyard
chain of hotels, which claims to have been
“designed by business travelers,” really
was designed by business travelers who

participated in a conjoint analysis survey.”
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The goal of any conjoint survey 1s to
assign specific values to the range of op-
tions buyers consider when making a
purchase decision. These values are often
“dollar scaled” and indicate the added
price customers would pay for a product
having a specific feature or the price con-
cession needed to compensate for the lack
of a specific feature. This 1s exactly the
task required to determine the value of a
particular feature in a litigation setting.

In a landmark case involving a soft-
ware product accused of copying a single
feature of a competitor, a conjoint analy-
sis survey was conducted to support the
defendant’s contention that the infringing
feature was an msignificant element in a
customer’s decision to choose its product
over the plaintiff’s. The first step was to
identify the various features that cus-
tomers considered i deciding to purchase
a product of this type. These included 1s-
sues related to file formats, display
capabilities, available libraries of func-
tions, the price of the product, and other
non-infringing features. The conjoint sur-
vey then let customers show the value
they placed on all of these features, m-
cluding the alleged infringing feature. In
this case, the result showed clearly that the
infringing feature was only a very small
part of the reason why customers had
purchased the defendant’s product and
that many customers were unaware that

the feature even existed. In the face of

such evidence, the plaintiff could not suc-
ceed in the large-scale cash extraction it
had been planning. When the mfringing
feature can be shown to be such a minor
part of the purchase decision, it logically
follows that the plantiff would not have
lost many sales because of the nfringe-
ment, nor would “reasonable royalties”
have been significant.

In order to be successfully mtroduced
into evidence, a conjoint survey must ad-
here to the rules for other forms of survey
research including correctly identifying
the universe, selecting an appropriate
sampling frame, choosing respondents for
the study, etc.* In addition, careful re-
search preceding the actual survey is
needed to clearly identify and specify the
features to be included in the conjoint
task. Properly conducted and presented,
conjoint analysis can be an effective and
persuasive means of measuring the value
of a single, specific feature in a patent or

other infringement litigation. (P
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Applied Marketing Science (AMS) is a leading
provider of market research surveys to the legal
community: Our surveys have been used in matlers
tnvolving alleged misappropriation of intellectual
property; antitrust violations, fraud and misrepre-
sentation, and potential class action matters. Bob
Klein, president of AMS, has directed numerous
customer survey projects on behalf of major nation-
al law firms, and has served as an expert wilness in
litigation. Prior to founding AMS in 1959, he was
executive vice president of Information Resources,
Inc. Mr. Klein holds an S.B. in mechanical engi-
neering and an S.M. in management from MIT!
lor further information, please contact Mr. Klein at

(781) 684-1230, ext. 121, or bklein@ams-inc.com.
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