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Cite as: 6 Tech. L. Rev., Apr. 2009, at 1.

An Empirical Study on the Damage Award of
Patent Infringement in the U.S,,
Taiwan and China

Jun-Kai Wang, Wen-Chieh Wang, Yau-Kan Lee,
Chun-Hsien Chen, Chien-Hung Chen, Shang-Jyh Liu

Abstract

This paper performs an empirical study on the regulatory frameworks and prac-
tical measures of the court decisions of patent damages among US, Taiwan and
China.

The basic principles employed in assessing patent damages seem similar among
the above jurisdictions. Nevertheless, the outcomes of court decisions vary signifi-
cantly due to the burden and standard of proofs of losses suffered by the patentees.
Since 2000, the approach of reasonable royalty has overtaken the lost profit as the
dominant measure of damage awards in the U.S. 65% of awarded damages were
based on the measure of reasonable royalty, as contrast to 83% of lost profits dur-
ing 1980 to 2000. It is also found that the difficulties of proving the amount of ac-
tual loss of patentees, as well as the cause-effect relationship directly caused by the
infringing conducts, the damages decided by the courts of Taiwan and China are in
general much lower than expected. In China, most of the compensations are
determined with the statutory damages ranged from RMB 5,000 to 500,000, and
more than 98% are lower than RMB 300,000.
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It is concluded that: (1) Court decisions indicate the differences of the legal in-
frastructures, the experience of judges, the enforceability of patent types and mar-
ket structures among different jurisdictions. The U.S. courts are more inclined to
recognize the evidences on a relatively broad and reasonable basis, nevertheless,
the courts of Taiwan and China are considered less experienced in such decisions.
(2) The party bearing the burden of proof finds the uncertainty of convincing evi-
dence and also the risk of disclosing proprietary information, thus it results that the
damages are primarily statutory provisions in China. Furthermore, Taiwan’s courts
tend to utilize objective, though may not be proper, financial data as the base for
damage measures. (3) Small damages are commonly granted in the courts of Tai-
wan and China. (4) In China, most of the patent lawsuits occurred among domestic
companies with the new model and design patents, only very limited cases are as-
sociated with invention patents. So far as most international firms are concerned,
instead of seeking monetary compensations, their litigations are mainly focused on
acquiring the market shares by preventing the distribution of infringing products in
China, and in the meantime, reducing the exportation of infringing products from
China. It therefore leads to the frequent use of administrative enforcement, injunc-
tions and boarder measures, in lieu of the damage claims in the judicial courts.

Keywords: empirical study, patent infringement, patent litigation,
damage award, lost profit, reasonable royalty



S FR- e MAB LB T IR S 5

1. His 8RS T

J;;m@ig;l%ggw ng]ﬁg@p; ~ R gﬂ FEERRP L EIpY s e -
SRS - AR J’EJFW@ =i ” %w:ﬂi*ﬂf@ (iR Py 54 8 [
= Al @Qi 2T Eﬁ'ﬁ?%‘f AR A E D (claim ) FrAE A VgAY (subject
matter ) ﬂfﬂ‘ﬁwﬁj ARV R F‘j FIRE ® B R RS R D R
%’Eﬁfﬁ‘( ( compensatory damages ) °

EFHE. ThpE At TR, = TR ‘% O(RERF ) '/TEH* T
ﬁww4@$@?7»w% %@wﬁ{kfﬁ“ﬁ%u’vfﬁﬁfMEJwﬁﬁj
Eﬁ[”é G5 I L o = EEFF,]E.J f\_%“i*ifﬁ Ef@ﬂ';‘/gli i\
HII e

(= ffr k%wﬁl*u@ ~ [l E”rf«%ﬁﬁ@ﬂﬁﬁ“@”’*’fﬁ’?f W@HJ }Iﬁé EJ!
FIRLCY R By AN~ BRERR ER (I R g
%‘E?[%“ﬁ* ‘/TFJ F‘ﬁ[ﬁﬁiﬂ@"‘ Fff&

;J; F fee lﬂj T‘ﬁﬁﬁ?@ SELu [fil : fﬂjifirw@fﬁtﬁ Gk 4 *u@ﬁ,g@
i g ’“f#@#wﬁ% BT ™ AR T - i
El?ﬁ")%’ﬁ -y %Uﬁj‘ ENiaS E’l;ﬁ{‘@f Fle s b FJH“—F FIHS fShAg ~ % ,E'J/;I/mbg
G i EE I 2 ﬁ#lﬁ‘?gj I 3Ry ﬁ&ﬂjﬁj FIIFF5H 7 7 [ril 3
7 fify IQ’F@ SRS s (L PN S ae AR IS P Eﬁ*ﬂ
PEISE 2 > TR S P8 ST R 5 2 W 9
HPRERTSH P % A N A R IS o HITRL A

Lo et 2B - in s AR B blde s S f1% (2003 & 2
DB pBEAt) B 56 EE 1 TRET: HSB I "‘,ﬁ%ﬂ\:‘éf“ﬁ%ﬁ;‘ﬁ

”ﬁ#f*’/‘%ﬁ'ﬁl’ﬁ&,m%ﬂ:\e 3 "éwi'fi—‘*ﬂmmﬂi‘""%%’”
%25

;% 23 r‘méqﬁw}ﬁ&’f%\,;F’g% %F#klﬁgw&#\‘ﬁ
(TR AE 3P ST ?»%E §_<+Pmmwa\"\:21,§ezf5—‘§ls\-#ﬂ“’7



6 FHEETH 6% 1Y

SR i 91 1 PO B BIRRGD LSSV RS o T SR T AL R B
ESErA I W@Vmﬁ(@?%@V@ﬁ '*ﬁﬁﬁ”?ﬁ e
%ﬂﬂ@%ﬁV%ﬁ P A g D+ PR A - O (A
HEH > A

%EEIEJ’?HW@ SUHZ 4 SLgT T ﬁ[ﬁ;ﬂi R R
IER ﬁ FESERICT R e J,{iiﬁiyf_f %Uﬁrﬂ’% T 3&3 “TT#%’ }%«*ﬁ” £
F=9t [ES«' s

ﬁ?@°$ﬁﬂwﬁwﬁﬁﬁutpﬁ%wﬁﬁﬂﬁVﬁ
P A %J*ﬂh%y MT#UF » Bl gt s ‘/ﬂ*ﬂ il = EEJ%E“‘ o5 o [N
R IR A SR R
%@%’W%W—?ﬁ?WFH«W% L B R A
%ggt;hgg?gipja == ) H:]?'J:‘F[F Il I—fﬂ;ﬂﬁi [ijfgj# Eﬁ [HT A TJf;JJL I— N Fﬁj It
m%o

YI:?P%hﬁ'ﬂﬁ“ﬁ%ﬁ[h;@?ﬁﬁ?ﬁl? I T RS A PR

EJ@?I ﬁﬁjﬁﬂ@%“’rﬂliﬂ%*ﬂi%@ﬁ35 "gJ;ﬂTéﬁ RN ST
?‘3 F‘J’%U@ b W AR R ﬁﬂ@%’“ﬂfr’?ﬁﬂ%&ﬁ“?ﬁ@ﬁ iz
RN @ﬁmu%rﬁﬂ\[ﬁ&' Iy Il[a;«lk@%ﬁﬂiﬁﬁafﬁ#"' IQ@%F’,‘HMW\
Eﬁ?ﬁfé TV - B3 [ VR B 2P AR IV RLIT | B o >
gl '%ﬁﬁ'ﬁ%“%\*ﬁﬂﬁ R o

PTG VR SRR A

LB 7 s e '/%J**[JIQ%WFTJ#F?E"V HFGER - IR

Z%ﬁ“@HﬁiijﬁﬁﬁwdigmﬁiENW$W‘tﬂHLJ V%?wlwo

| %Ei??éﬁ%jﬁfﬁﬂ? 0 PG
2 OMMREREELO G BRI KDL TREREF{LFE R

BEEORAE L, > F- BEXRAZEIESLIFEAEHY B T 339

(2006) -



S FR. e MABz LB EAT IR RS 7

1.1 SERE

TRV FRIRIES 2 R ke 2 *IJH@"% }aLi{F,ﬂﬂﬁ\/#J]ﬂ PRl
= AR IR AR VARG BRGSO VRN TP AR
Eh SR = TR R -

3;[@%[%?}?7&‘}){6[ VARG ES RN r%’ﬁ ZFH1F55T PricewaterhouseCoopers it
ﬁ@ 2007 % EAETRt R E LA #5711+ S 1 1980 % &2 2006 7

FITEf 2,193 FFERAI R R R T » 350 f Fp ARG Rk B
[F BT A g o P ] '/EJ’%]JIEJ@%& FrE AR 2 88 R B
2 %ﬁﬂﬁﬁ.iﬂ‘ﬁ ‘/’Flf,ﬁ&gﬁﬁ : EJJ I, ’Eﬁiﬁ‘r'?‘fﬁ“‘ﬂiﬁﬁ

[T R P R ELRL I B Y Wi%m[olﬁﬁ‘:«[a“ﬁ@ R
AR éJrff“' ~F 'ET‘i?‘rH?flr’?E BB RAIGE A - Ak
1999 ¥ 8 £ 1 [1&1% 2008 7 3 7] 31 [1Hh1F > Fi-t et b R %IJI;J@F%F:‘
FI RO B R s 0 5430 - T 331 IR
(99 = ?‘fﬁ& FMEFRU R 2 et Wﬁf‘,?ﬁ?ﬁﬁ”@%
iilfF??F'lHH HFRRE - R B FﬁlJTEH'EﬁI’E’%ET‘UH VR

IIB“‘*@E VEER AT Rt AR RD T B A A
it BRI ETJT:J“E?[E!' £Jrﬂ#“' R R R HHOE A R o B
E Tkl /Eff IEafE 2007 F 11 F| 1 1= 2008 F 4 E| 28 [IEh - HE
400 i = B £ HI BB I 1 2 ol B Tan b R ?ﬂ%ﬂﬂ“ﬂ’ﬂhi’@i [ Er (e
VHIRERE o PEEIR AR BRI i A jjﬂﬁiﬁ
FIRAEE - R g - *IHHTS]FEA PRI & F‘fﬁlﬁli’ BEERL A
%é@@f%|]mj’m | FL o

1.2 &t
W ) FEPI 0P B RIS Pt 70K 2 R (o L R



8 FHEETH 6% 1Y

B LR RS IR IR AR -

A B AT S O s Ly L Nii[ﬁ;%ﬁf@é
#ﬂ’f%%?mhéwxg%wim%ﬁﬂuﬁﬂﬁﬁﬁ,Ib%@{%

FEPIR ST R A R R e R IR B £
[ﬁﬁﬂ‘*f@% YA IQ@?EJ:;',E';E fif ﬁuﬁ'*ﬁif" J%‘*uiﬁf%’ 2P PR e
BTSN SRR S RS Y R IR Y
A =

[FilF 4 AR S HI[@S«'*&@;JJ%W# 2008 & 12 k| 27 [ISLRY ST
= NS B %ﬁ""ﬁﬁ*l‘aﬁ'“%%?’ FOFEAT" o KP4 % BT
FIRE I (B8 (A B (5]

1.3 REMLME

LB (A AERLT R - RIS 259 BB (0 TR
BRI 2 2 AT HIE R S
+ B ﬁ?ﬁﬂl@@ﬁj R 0 P R B
f??\bf’ﬁﬁﬂ 3*55‘5*“34%[ SR Fﬁ]%ﬂrrﬁa&¢ ]ﬁ:kl,,;{:‘z,b\ﬁi{ﬁ: ﬁﬁg

3

. —ﬂw
ﬁjﬂ glo

PR LIRS =B 0 42008 & 87 2RAAFLERGTE - KFHko B
2008 # 12 * 27 p 2B - MEEY BN E FELEDEE ¢ B LS A4
BFE] E- g2 w® - E¢ EABEIHREP LA A EXLATIR R
P IR L (FFRTBEERGEFEL) o Z0 0 FRHER T 2L &1
2o at- H e R QHEDEE R A AIAT > BGE R JIRRDT 5 > o d & 1)
HilFe T4 A4 éﬁ‘ﬁ'ﬁ?ﬁnbjﬂp - B ?*;l % _E‘_%\ FRAINE B g R B
(M@l HamRigm s asighaz ) o }%Eﬁh-ﬂ'%%”é BHATEE
€T (e i Mo i LR ed >>° T) e (REF) nF
TR ERE R R (BTG MRS T) mﬂ—}‘lj A EIEET AT RS
FREp T ot TREHRAGFEZ R E Bt 2 (45 F ke
HY HU* EAFAFERDITRA DRI P RAFSEBFTRAR FREAES
IR AR 0 RS GRS Rl

BB E R 2P F4 LY KA+ g http://www.npc.gov.cn/huiyi/lfzt/
zlfxzaca/2008 08/29/content 1448023.htm (S fs B-REpFRAF 1 2008 # 12 7 29 p ) -



3 ks EFR- e a2 B R IR IREIEAT 9

ErAy AR - (IR S E e G s A T VR SRR
}}%qui?ﬁi‘ﬁﬂlﬁ'%?ﬁdiﬂﬂ %‘%ﬁﬁ‘ﬁﬁ%‘a—tﬂ”ﬂ@#@wq%fﬂ i Tk
ﬂ%ﬁ?ﬁatf@%pﬁlrﬁ [T ST S =0 (5T ”T% PRI
HFET

2. R H SR HE I G I Z G5

S f’iEf I EIEM?TEH’E% [EEAE s — FIF B?é?]Ji%r}%'Lf (claimant )
B gsg#u“p‘glf, LSRR - R DA R
fﬁlE'JF:j/"ﬁF'F& Fﬁﬁ'ﬂ%*ﬂy IR Z.iﬂ?ef’?ﬁ“gtﬂJﬂJ,FuL*D%FL‘é'.'“J o KB
%7 General Motors Corp. v. Devex Corp. 4 'l 1%+ > Fiﬁgjﬁ,’ﬁﬁ@i’ﬂ/t\ff%ﬂ%’
= [ A O
2.1 PRSF|aSFIERZER]

%‘;[aszlﬁﬁl €73 Aro Manufacturing Co. v. Convertible Top Replacement Co.
RENFT > S R ORLIE R FIRE ~ PORE R TR 2 SR (pecuniary
loss) > T [;@ ;@\ A FEE - PO e, Eﬁ 1 0 L R
i’%ﬁﬂ LP\[T@IQ J/TEJ 2P 7“'Hn[i r,éﬁff ﬁ’“ﬂ@k
F P PEHPREFRE - |7l&j%w\[3«l;i ﬂ %“}‘F‘?ﬁ;ﬂjﬁ (lost profits ) ‘[/jfgj# Eift

4

35 U.S.C. § 284, “Upon finding for the claimant the court shall award the claimant dam-
ages adequate to compensate for the infringement, but in no event less than a reasonable
royalty for the use made of the invention by the infringer, together with interest and costs as
fixed by the court.”

General Motors Corp. v. Devex Corp. 461 U.S. 648, 654-55 (1983), “In 1946 Congress
excluded consideration of the infringer’s gain by eliminating the recovery of his profits, ....
At the same time, Congress sought to ensure that the patent owner would in fact receive full
compensation for ‘any damages’ he suffered as a result of the infringement. ... Accordingly,
Congress expressly provided in § 284 that the court *shall award the claimant damages ade-
guate to compensate for the infringement.””

Aro Manufacturing Co. v. Convertible Top Replacement Co., 377 U.S. 476, 507 (1964),
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“But the present statutory rule is that only ‘damages’ may be recovered. These have been
defined by this Court as ‘compensation for the pecuniary loss he [the patentee] has suffered
from the infringement, without regard to the question whether the defendant has gained or
lost by his unlawful acts.” [citation omitted]. They have been said to constitute ‘the differ-
ence between his pecuniary condition after the infringement, and what his condition would
have been if the infringement had not occurred.” [citation omitted]. The question to be
asked in determining damages is ‘how much had the Patent Holder and Licensee suffered
by the infringement. And that question [is] primarily: had the Infringer not infringed, what
would Patent Holder-Licensee have made?’ [citation omitted].”

T see Minco, Inc. v. Combustion Engineering, Inc., 95 F.3d 1109, 1118 (Fed. Cir. 1996), “To
recover lost profits, however, the patent holder must show that the infringer actually caused
the economic harm for which the patentee seeks compensation.”

8

See Paper Converting Mach. Co. v. Magna-Graphics Corp., 745 F.2d 11, 21 (Fed. Cir. 1984),
“Section 284 does not instruct a court on how to compute damages: the only congressional
intent expressed ensures that a claimant receive adequate damages, not less than a reason-
able royalty. ... Whenever determining the quantum of a damage award adequate to com-
pensate a patent holder for infringement, the district court may consider the profits the pat-
ent holder lost as a result of the infringement. In particular, the award of lost profits is
proper when it can be demonstrated that ‘but for’ the infringement, the patent holder would
have made the sales.” Rite-Hite Corp. v. Kelly Co., 56 F.3d 1538, 1545 (Fed. Cir. 1995),
cert. denied, 516 U.S. 867 (1995), “To recover lost profits damages, the patentee must
show a reasonable probability that, ‘but for’ the infringement, it would have made the sales
that were made by the infringer.” King Instruments Corp. v. Perego, 65 F.3d 941, 952 (Fed.
Cir. 1995), cert. denied, 517 U.S. 1188 (1996), “The patent owner bears the burden to pre-
sent evidence sufficient to show a reasonable probability that it would have made the as-
serted profits absent infringement.”
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Smithkline Diagnostics, Inc. v. Helena Laboratories Corp., 926 F.2d 1161, 1164 (Fed. Cir.
1991), “We agree with the district court that the amount of a prevailing party’s damages is a
finding of fact on which the plaintiff bears the burden of proof by a preponderance of the
evidence.”

J. SKENYON ET AL., PATENT DAMAGES LAW & PRACTICE, § 2.2, at 2-6 (1999).

See Lam, Inc. v. Johns-Manville Corp., 718 F.2d 1056, 1067 (Fed. Cir. 1983), “J-M ( &
4 ) argues that Lam ( & 44 « ) did not reduce its prices solely to meet J-M’s competi-
tion. The district court, however, found that the market had only two suppliers, and that
Lam reduced its prices to meet J-M’s competition. Although there were other competitors in
this market, as evidenced by the 1980 reduced-price sales, they were insignificant.” See
also Boesch v. Graff 133 U.S. 697, 706 (1890), “When, however, a plaintiff seeks to re-
cover because he has been compelled to lower his prices to compete with an infringing de-
fendant, he must show that his reduction in prices was due solely to the acts of the defen-
dant, or to what extent it was due to such acts. There must be some data by which the actual
damages may be calculated.”

Panduit Corp. v. Stahlin Brothers Fibre Works, 575 F.2d 1152, 1157 (6th Cir. 1978), “The

district court upheld as not clearly erroneous the master’s finding that: “Any loss in [Pan-
duit’s] ( & 414 4 ) profits due to the price reduction was more than compensated by the

10
11
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gain in profits due to the increase in plaintiff’s sales volume because of the price reduction.
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Thus, the price reduction resulted in a net increase in profit to the plaintiff.”... Having ac-
cepted the master’s evaluation, that the testimony of Stahlin’s ( 4# % ) accounting and
economic experts was more credible and persuasive than that of Panduit’s, we are bound, in
the absence of clear evidence to the contrary, to accept as not clearly erroneous the master’s
finding that the price reduction in this case produced a net increase in Panduit’s profits.”
See BIC Leisure Products, Inc. v. Windsurfing International, Inc., 1 F.3d 1214, 1218 (Fed.
Cir. 1993), “The record in this case does not evince a reasonable probability that Windsurf-
ing (& 14 % ) would have made its pro rata share of BIC’s ( &4 % ) sales had BIC
not been in the market. During the period in question, at least fourteen competitors vied for
sales in the sailboard market with prices ranging from $ 234 to $ 837. BIC’s boards sold for
$ 312 to $ 407; Windsurfing’s boards sold for $ 571 to $ 670.... The record contains uncon-
tradicted evidence that demand for sailboards is relatively elastic. The record further con-
tains uncontradicted evidence that the sailboard market’s entry level, in which BIC com-
peted, is particularly sensitive to price disparity. By purchasing BIC sailboards, BIC’s cus-
tomers demonstrated a preference for sailboards priced around $ 350, rather than One-
Design boards priced around $ 600. Therefore, without BIC in the market, BIC’s customers
would have likely sought boards in the same price range.”

SKENYON ETAL., supra note 10, § 2.15 to § 2.18, at 2-23 to 2-27.

Id. § 2.6, at 2-11, 2-12.

13
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Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152, 1156 (6th Cir. 1978).
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SKENYON ET AL., supra note 10, § 2.29, at 2-47.
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Y,

FF
@R H k24 8% > £ 2 Minco, Inc. v. Combustion Engineering, Inc., 95 F.3d
1109, 1119 (Fed. Cir. 1996), “A non-infringing alternative in the...market would make it
less likely that the patentee would have made the sales to [infringer’s] customers without
the infringement.” %@ > LA Fa R EFT E a9 F k3 F2FTH > TRPAE L H
BN o 2 BB TR R PG RFIBE R A & LD Hikg Koy
T petF o 45 SKENYONETAL., supra note 10, § 2:42, at 2-65 to 2-68 -
Standard Havens Products., Inc. v. Gencor Industries., Inc., 953 F.2d 1360, 1373 (Fed. Cir.
1991), cert. denied, 506 U.S. 817 (1992), “Thus, to prove that there are no acceptable non-
infringing substitutes, the patent owner must show either that (1) the purchasers in the mar-
ketplace generally were willing to buy the patented product for its advantages, or (2) the
specific purchasers of the infringing product purchased on that basis.”
Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152, 1162 (6th Cir. 1978), “A
product lacking the advantages of that patented can hardly be termed a substitute ‘accept-
able’ to the customer who wants those advantages.”
TWM Manufacturing Co. v. Dura Corp., 789 F.2d 895, 900, 901-02 (Fed. Cir. 1986), cert.
denied, 479 U.S. 852 (1986), “Mere existence of a competing device does not make that
device an acceptable substitute. The special master committed no error in noting that none
of the alleged substitutes had all beneficial characteristics of the patented device. That find-

-rsJ 2.
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ing supported the determination that there were no acceptable substitutes. ‘A product lack-
ing the advantages of that patented can hardly be termed a substitute ‘acceptable’ to the cus-
tomer who wants those advantages.’ [citation omitted]. Moreover, Dura ( i&4# 4 ) ignored
those substitutes while it sold the patented invention and thus its acceptable substitute ar-
gument “must be viewed of limited influence.”

Pall Corp. v. Micron Separations, 66 F.3d 1211, 1222-23 (Fed. Cir. 1995), cert. denied, 520
U.S. 1115 (1997), “The district court, applying this guideline, held that the Cuno mem-
branes were ‘acceptable noninfringing substitutes’ for the Pall membranes. Pall ( % 4]4#
4 ) states that this is incorrect, that the Cuno membranes were the subject of ongoing in-

24

fringement litigation until May 1990, when they were licensed. ... During the period before
the Cuno products were licensed their presence in the marketplace did not defeat Pall’s enti-
tlement to lost profits damages for all of MSI’s infringing sales, for the Cuno products were
not ‘noninfringing substitutes.” [CAFC held that] It was not necessary for Pall to continue
the Cuno litigation to judicial decision of the issue of infringement, as MSI argues. The
voluntary settlement of litigation does not retrospectively transform an accused infringing
product into a ‘noninfringing substitute.”™ (zx: % & & @ pF R 1982 & » 1983 &
ZEiE AN E A 5 B A A 3 1986 & AT o )

Kaufman Co. v. Lantech, Inc., 926 F.2d 1136, 1142-43 (Fed. Cir. 1991), “To be deemed
acceptable, the alleged acceptable noninfringing substitute must not have a disparately
higher price than or possess characteristics significantly different from the patented prod-
uct. ... The powered prestretch machines (& * ##<0v #F X 2L %484 &) were not

25

fully developed or accepted in the market until certain improvements were added to the
machine. These improvements were not made until 1982, which is at the end of the in-
fringement period. Thus, powered prestretch was not an acceptable purchase option during
the infringement period. On the other hand, film-driven prestretch ( & 4|44 ) machines
were effective and “‘much more simple in design, construction and operation than powered
prestretch machines.” Furthermore, powered prestretch machines were more expensive to
purchase and operate than the film-driven machines. A technology that was immature and
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more expensive than the patented technology during the time of infringement cannot have
been an acceptable noninfringing substitute. ... Neither of the alleged substitutes possessed
all the beneficial characteristics of the patented device, and the powered prestretch machine
was found to be more expensive than the patented film-driven machine. Therefore, we con-
clude the finding of the district court that the conventional and mechanical prestretch ma-
chines were acceptable noninfringing substitutes during the period of infringement is
clearly erroneous.”

BIC Leisure Products, Inc. v. Windsurfing International, Inc. 1 F.3d 1214, 1219 (Fed. Cir.
1993). Panduit Bl e B FE 2 A7 A A B LB A F8 BiEF S0 ST R -

PH (AT B ZEE) c EHASE RS S AR - P

Ho WEENEP > FEETFL > BEAINS-MLPLEEHAIET AL

See Rite-Hite Corp. v. Kelly Co. 56 F.3d 1538, 1548 (Fed. Cir. 1995) (en banc), cert. denied,
516 U.S. 867 (1995), “Here, the only substitute for the patented device was the ADL-100,
another of the patentee’s devices. Such a substitute was not an ‘acceptable, non-infringing
substitute” within the meaning of Panduit because, being patented by Rite-Hite, it was not
available to customers except from Rite-Hite. Rite-Hite therefore would not have lost the
sales to a third party. The second Panduit factor thus has been met. If, on the other hand, the
ADL-100 had not been patented and was found to be an acceptable substitute, that would
have been a different story, and Rite-Hite would have had to prove that its customers would
not have obtained the ADL-100 from a third party in order to prove the second factor of
Panduit.”

See Grain Processing Corp. v. American Maize Products Co., 185 F.3d 1341 (Fed. Cir.
1999).
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29 See Fiskars Oy Ab and Fiskars, Inc. v. Hunt Manufacturing Co., 279 F.3d 1378, 1382-83

(Fed. Cir. 2002), “While sales data showing market acceptance of a non-infringing alterna-
tive may provide significant evidence that the alternative was acceptable to consumers,
such evidence is not the sole means for demonstrating acceptability. Accused infringers rou-
tinely rely on witness testimony to show that a non-infringing alternative is acceptable be-
cause customers do not seek the patented features absent from the substitute product. ... Al-
though the parties must support their positions with sound economic proof, absolute cer-
tainty is not required, for reconstruction of the ‘but for’ market is ‘by definition a hypo-
thetical enterprise’ based on the evidence introduced at trial. In view of the hypothetical na-
ture of the damages determination, we agree with the district court that the fact that evi-
dence arising nearly two years after trial may have cast some doubt on the accuracy of the
trial evidence does not create the extraordinary circumstances necessary to invoke Rule
60(b)(6). Hunt could have offered at trial what it considered to be its best evidence that Fis-
kars was not entitled to lost profits, including the existence of any acceptable non-
infringing alternatives.”

See Datascope Corp. v. SMEC, Inc., 879 F.2d 820, 825 (Fed. Cir. 1989), cert. denied, 493
U.S. 1024 (1990).

See Water Techs. Corp. v. Calco, Ltd., 850 F.2d 660 (Fed. Cir. 1988), cert. denied, 488 U.S.
968 (1988).
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32
33

See SKENYON ET AL., supra note 10, 8 2:47, at 2-76, 2-77.

Id. § 2:46, at 2-73. See also Paper Converting Machine Co. v. Magna-Graphics Corp., 745
F.2d 11, 22 (Fed. Cir. 1984), “The incremental income approach to the computation of lost
profits is well established in the law relating to patent damages. ... The approach recog-
nizes that it does not cost as much to produce unit N + 1 if the first N (or fewer) units pro-
duced already have paid the fixed costs. Thus fixed costs—those costs which do not vary
with increases in production, such as management salaries, property taxes, and insurance —
are excluded when determining profits.”

Kaufman Co. v. Lantech, Inc., 926 F. 2d 1136, 1141 (Fed. Cir. 1991).

See Carella v. Starlight Archery & Pro Line Co., 804 F.2d 135, 141 (1986), “This court ac-
cepted the Panduit guidelines in Central Soya Co. v. Geo. A. Hormel & Co., 723 F.2d 1573,
1578, n.5, 220 U.S.P.Q. (BNA) 490, 494, (Fed. Cir. 1983), as a permissible way to establish
entitlement to lost profits. It is not, however, the exclusive standard for determining enti-
tlement to lost profits.” State Industries, Inc. v. Mor-Flo Industries, Inc., 883 F.2d 1573,
1577 (Fed. Cir. 1989), cert. denied, 493 U.S. 1022 (1990), “A standard way of proving lost
profits, first announced in Panduit Corp. v. Stahlin Bros. Fibre Works ..., is for the patent
owner to prove: ‘(1) demand for the patented product, (2) absence of acceptable noninfring-
ing substitutes, (3) his manufacturing and marketing capability to exploit the demand, and
(4) the amount of the profit he would have made.” The district court relied heavily on this
test and we have accepted it as a nonexclusive standard for determining lost profits.”

34
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36 State Industries, Inc. v. Mor-Flo Industries, Inc., 883 F.2d 1573 (Fed. Cir. 1989), cert. de-
nied, 493 U.S. 1022 (1990).

87 See Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075, 1078 (Fed. Cir. 1983), “There
are two methods by which damages may be calculated under this statute. If the record per-
mits the determination of actual damages, namely, the profits the patentee lost from the in-
fringement, that determination accurately measures the patentee’s loss. If actual damages
cannot be ascertained, then a reasonable royalty must be determined.”

22 SKENYON ETAL., supra note 10, § 3:2, at 3-3.

See Stickle v. Heublein, Inc., 716 F.2d 1550, 1563 (Fed. Cir. 1983), “The amount of the
lump-sum royalty is appropriately left to be determined by the trial court. For its guidance,
however, we expressly reject Heublein’s premise that the royalty fee must be less than the
price of an HUB-2000.” Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538, 1555 (Fed. Cir. 1995)
(en banc), cert. denied, 516 U.S. 867 (1995), “Furthermore, the fact that the award was
based on and was a significant portion of the patentee’s profits also does not make the
award unreasonable.” State Industries, Inc. v. Mor-Flo Industries, Inc., 883 F.2d 1573,1580
(Fed. Cir. 1989), “The determination of a reasonable royalty, however, is based not on the
infringer’s profit margin, but on what a willing licensor and licensee would bargain for at
hypothetical negotiations on the date infringement started [citation omitted]. There is no
rule that a royalty be no higher than the infringer’s net profit margin.”
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40 See Smithkline Diagnostics, Inc. v. Helena Laboratories Corp., 926 F.2d 1161, 1168 (Fed.
Cir. 1991), “A district court is not limited to selecting one or the other of the specific roy-
alty figures urged by counsel as reasonable.” [citation omitted]

41 skenvon ETAL., supra note 10, § 3:4, at 3-6, § 3:5, at 3-10.

42 See TWM Mfg. Co. v. Dura Corp., 789 F.2d 895 (Fed. Cir. 1986). See also id. § 3:4, at 3-7,
3-8.

43

See Deere & Co. v. International Harvester Co., 710 F.2d 1551, 1554, 1558 (Fed. Cir. 1983),
“IH (=4 + ) referred to various licenses in the farm equipment field, including a license
covering the Schreiner patent granted in 1977 by Deere ( & {/4# + ) to White Motor Cor-
poration, a competitor of Deere’s which had held 3% or less of the market during the rele-
vant period. ... IH also presented evidence of two offers by Deere, made, respectively, in
1973, before IH commercialized the infringing IH 800 series, and in 1977, after Deere
commenced the present action, to license the Schreiner patent to IH at a royalty rate of ap-
proximately 1%. ... The district court expressly identified numerous factors to be consid-
ered in determining a reasonable royalty, including increased profitability and cost savings,
which were the subject of extensive investigation at trial. The district court also expressly
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found that Deere was making, and stood to make in the future, a profit on the net selling
price of its corn head in excess of 30%, a figure for which the record below provided sup-
port. The record similarly supported the district court’s finding that Deere, facing limits on
its own corn-head production, would have been willing to license ‘a substantial manufac-
turer’ at something less than 35% of the licensee’s sales price, and that IH, recognizing ‘the
dismal future’ of its own corn head and ‘the bright future of the infringing 800 series,’
would have been willing to pay a royalty comprising ‘a very substantial percentage of [IH’s]
net sales.””

Georgia-Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y.

1970), mod. and aff’d, 446 F.2d 295 (2d Cir. 1971), cert. denied, 404 U.S. 870 (1971), “A

comprehensive list of evidentiary facts relevant, in general, to the determination of the

amount of a reasonable royalty for a patent license may be drawn from a conspectus of the
leading cases. The following are some of the factors mutatis mutandis seemingly more per-
tinent to the issue herein:

1. The royalties received by the patentee for the licensing of the patent in suit, proving or
tending to prove an established royalty.

2. The rates paid by the licensee for the use of other patents comparable to the patent in suit.

3. The nature and scope of the license, as exclusive or non-exclusive; or as restricted or
non-restricted in terms of territory or with respect to whom the manufactured product
may be sold.

4. The licensor's established policy and marketing program to maintain his patent monop-
oly by not licensing others to use the invention or by granting licenses under special
conditions designed to preserve that monopoly.

5. The commercial relationship between the licensor and licensee, such as, whether they are
competitors in the same territory in the same line of business; or whether they are inven-
tor and promotor.

6. The effect of selling the patented specialty in promoting sales of other products of the li-
censee; the existing value of the invention to the licensor as a generator of sales of his

44
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non-patented items; and the extent of such derivative or convoyed sales.

7. The duration of the patent and the term of the license.

8. The established profitability of the product made under the patent; its commercial suc-
cess; and its current popularity.

9. The utility and advantages of the patent property over the old modes or devices, if any,
that had been used for working out similar results.

10.The nature of the patented invention; the character of the commercial embodiment of it
as owned and produced by the licensor; and the benefits to those who have used the in-
vention.

11.The extent to which the infringer has made use of the invention; and any evidence pro-
bative of the value of that use.

12.The portion of the profit or of the selling price that may be customary in the particular
business or in comparable businesses to allow for the use of the invention or analogous
inventions.

13.The portion of the realizable profit that should be credited to the invention as distin-
guished from non-patented elements, the manufacturing process, business risks, or sig-
nificant features or improvements added by the infringer.

14.The opinion testimony of qualified experts.

15.The amount that a licensor (such as the patentee) and a licensee (such as the infringer)
would have agreed upon (at the time the infringement began) if both had been reasona-
bly and voluntarily trying to reach an agreement; that is, the amount which a prudent li-
censee —who desired, as a business proposition, to obtain a license to manufacture and
sell a particular article embodying the patented invention—would have been willing to
pay as a royalty and yet be able to make a reasonable profit and which amount would
have been acceptable by a prudent patentee who was willing to grant a license.”

ALz g0 5L 0 BJIEA TG L i 24 (bargaining
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46 CAFC 7% Minco, Inc. v. Combustion Engineering Inc., 95 F.3d 1109 (Fed. Cir. 1996) %
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j; SKENYON ET AL., supra note 10, § 3:10, at 3-22, 3-23.

See Deere & Co. v. International Harvester Co., 710 F.2d 1551, 1557 (Fed. Cir. 1983), “In
support of its conclusion on the weight to be given the White license, the district court
cited ..., apparently for the proposition that a single license, paid or secured by one, rela-
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tively minor competitor after the onset of the complained infringement, may be rejected as
a measure of damages against an infringer. We have no doubt that this is an accurate state-
ment of the relevant law, nor can we find error in its application by the district court to the
White license, to the extent that the court considered the probative value of the White li-
cense to be vanishingly small. In the absence of any evidence indicating a general accep-
tance within the farm equipment industry of a particular market value for the Schreiner pat-
ent, we cannot say that the district court’s conclusion of no established royalty in this case
is erroneous.” See also Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075, 1078 (Fed.
Cir. 1983), “... as the magistrate stated,_‘a single licensing agreement does not generally
demonstrate uniformity nor acquiescence in the reasonableness of the royalty rate.” For a
royalty to be ‘established,” it “must be paid by such a number of persons as to indicate a
general acquiescence in its reasonableness by those who have occasion to use the inven-
tion.” [citation omitted]”; Trell v. Marlee Electronics Corp., 912 F.2d 1443, 1446 (Fed. Cir.
1990), “As we noted in Hanson v. Alpine Valley Ski Area, Inc., for a royalty to be estab-
lished, it *‘must be paid by such a number of persons as to indicate a general acquiescence in
its reasonableness’ by those who have occasion to use the invention.” [citation omitted]
SKENYON ET AL., supra note 10, § 3:11, at 3-28.
See Nickson Industries, Inc. v. Rol Mfg. Co., 847 F.2d 795, 798 (Fed. Cir. 1988), “Nickson
(% 14 + ) correctly states that a royalty ‘reasonable’ under 35 U.S.C. § 284 may be
greater than an established royalty. [citation omitted]. For example, a higher figure may be
awarded when the evidence clearly shows that widespread infringement made the estab-
lished royalty artificially low.”
SKENYON ET AL., supra note 10, § 3:12, at 3-33.
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52 See Deere & Co. v. International Harvester Co., 710 F.2d 1551, 1559 (Fed. Cir. 1983), “In

fact, the district court did nothing more or less than take into account the impact of antici-
pated collateral sales of an admittedly noninfringing product line on the respective bargain-
ing positions of the parties engaged in the theorized licensing negotiations. We consider this
an eminently reasonable approach to the willing seller-willing buyer analysis, ..., particu-
larly in this case, where the worth of the contested patent cannot be realistically divorced
from the value both IH (&4 4« ) and Deere ( & 414 + ) placed on their respective
shares in the combine market. Recognition of this fact by the district court does not consti-
tute the court’s imprimatur on a tying arrangement, implicit or otherwise.”

SKENYON ET AL., supra note 10, § 3:15, at 3-37.

See Smithkline Diagnostics, Inc. v. Helena Laboratories Corp., 926 F.2d 1161, 1168 (Fed.
Cir. 1991), “[I]t is undisputed that SKD was an unwilling licensor, and that it had never li-
censed the ‘970 patent technology. Furthermore, there was other evidence that SKD’s "970
patent achieved immediate commercial success, that it satisfied a long felt need for that
technology, and that SKD intended to maintain its exclusivity of the technology comprising
the *970 patent by refusing to grant licenses under the patent. The district court correctly
considered the factors enumerated in Panduit and Georgia-Pacific Corp. v. United States
Plywood Corp. ..., in finding what it considered a reasonable royalty and Helena has not
persuaded this court that the 25% figure ‘is, in view of all the evidence, either so outra-
geously high or so outrageously low as to be unsupportable as an estimation of a reasonable
royalty.” [citation omitted]. ... In this case, the finding of 25% as a reasonable royalty based
on all of the evidence is not clearly erroneous.”
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SKENYON ET AL., supra note 10, § 3:18 at 3-40, 3-41.

PRICEWATERHOUSECOOPERS LLP, 2007 PATENT AND TRADEMARK DAMAGES STUDY (2007),
available at http://www.innovationalliance.net/files/2007_Patent_and_Trademark_Study
Final.pdf (last visited Apr. 5, 2008).

Id. at 29.

Id.

Id. at 5.

Id. at 7-8.

Id.
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Id. at 22-23.

Id. at 22-23.

See David L. Applegate et al., A Marl, A Yen, A Buck, Or a Pound: Damages Make the
World Go Around, 949 PLI/PAT 473, 490 (2008), “Sometimes treated separately from lost
profits, ‘price erosion’ refers to the profits the patentee loses on the sales it continues to
make, but at lower prices because of competition from the infringer. E.g., Ericsson, Inc. v.
Harris Corp., 352 F.3d 1369, 1378 (Fed. Cir. 2003). In fact, both these ‘lost price
opportunity’ or ‘lost margin’ sales and the patentee’s lost profits on ‘lost sales’ are ‘lost
profits” in the sense that the patentee’s profits would have been higher from both these
causes.”

PRICEWATERHOUSECOOPERS, supra note 56, at 22-23.
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Id. at 24-25.

Applegate et al., supra note 75, at 498. “Finally, the cost of preparing a lost profits analysis
is usually greater than the cost of developing a reasonable royalty-only case, because many
of the issues needed to proved lost profits—in particular, the availability of acceptable non-
infringing alternatives —have proved to be among the most contentious.”

& Id. at 497. “Pursuing a lost profits case therefore calls for the patentee to produce in discov-
ery sensitive financial, manufacturing, and marketing records that are typically guarded
jealously even from many company personnel.”

See David L. Applegate et al., A Billion Here and a Billion There: Talking Real Money in
the Patent Damages Case, 910 PLI/PAT 1367, at 1387 (2007), “Many plaintiffs who com-
pete in the relevant market appear to find the potential lost profits award worth the incre-
mental cost of preparing a lost profits case. Even in the context of the entire cost of
litigating infringement of a patent, however, this cost can be significant.”
PRICEWATERHOUSECOOPERS, supra note 56, at 24.
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89 See William M. Landes, An Economic Analysis of the Courts, 14 J.L. & ECoN. 61, 66
(1971).
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See William M. Landes, An Empirical Analysis of Intellectual Property Litigation: Some
Preliminary Results, 41 Hous. L. Rev. 749, 753-54 (2004), available at http://www.Hous-
tonlawreview.org/archive/downloads/41-3_pdf/landes.pdf.
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