Chapter 5

 Public, Non-Commercial Use (Government Use)

MODEL PROVISION:

1. 
Government rights to use patented inventions
a. 
For the purpose of advancing a public interest consideration, the Minister may determine that any government department or any person authorized in writing by a government department may, without first obtaining the consent of the patent holder, make, use, import or keep a patented product, or a product obtained by a patented process, or sell or offer to sell it where to do so would be incidental or ancillary to making, using, importing.

b. 
For the purposes of this Part, “a public interest consideration” may include, but is not limited to, public health, nutrition, agriculture, national emergency, relief, social service, socio-economic development and national security purposes.

2. 
Use by government contractor

a. 
For the purposes of this Part, “any person authorized in writing by a government department” means any person, including a contractor, subcontractor, or any other person, firm or corporation undertaking any activity for a non-commercial purpose for or on behalf of the government department. 

b. 
For the purposes of this Part, “non-commercial purpose” shall be understood to mean a not-for-profit purpose.

c. 
Authorization in relation to the use of an invention under this section may be given either before or after the use of the invention. 

3. 
Notice to patent holder
Where the Government knows, without conducting a patent search, that it is using or will use or has used or will have used a valid patent, the Government shall promptly notify the patent holder.

4. 
Compensation to patent holder
Any government department or any person authorized to use an invention pursuant to Section 1 above shall pay adequate compensation for the use of the invention in the circumstances, according to the Compensation Guidelines1.

5. 
Appeals 

a. The patent holder shall be entitled to appeal the determination of the Minister made pursuant to Section 1 above to the Court (or the independent administrative body set up to hear such appeals)2.

b. 
An appeal against the determination of the Minister shall not stay or suspend the use of the patented invention during the appeal process. The patent holder’s sole remedy shall be action against the government department or the person authorized to use the invention for the recovery of adequate compensation, being the amount of compensation determined in accordance with the Compensation Guidelines.  

EXPLANATORY NOTES

A.
EFFECT OF MODEL PROVISION
The model provision allows the relevant Minister to make a determination that, on grounds of advancing a public interest consideration, a government department (or Ministry) or any person authorized by a government department may use a patent without the consent of the patent holder. Thus, the right to use a patent under this provision arises where use of the patent is required for the purpose of advancing public interest considerations. 

Public interest is defined broadly. Section 1b of the model provision employs a definition that includes measures or action taken in the interests of public health, nutrition, agriculture, relief, social service, socio-economic development and national security. 

The use of the patent in this provision includes making, using, importing or keeping a patented product or a product obtained by a patented process. 

Section 2 of the model provision provides that persons authorized to use a patent under the provision may include government contractors or subcontractors when they are using the patent for or on behalf of the government. Another condition is that the use of the patent shall be for “non-commercial use”, using the same language that appears in the TRIPS Agreement. The model provision uses the term “non-commercial purpose” and defines it in the context of activities carried out by government contractors or subcontractors for not-for-profit purposes, as spelt out in Section 2b. Within this definition, transactions such as those involving the supply of medicines to a public hospital or the supply of medicines on a subsidized-cost basis would be covered. 

In Section 2c of the model provision, it is provided that the government contractors or subcontractors may be retrospectively authorized to use a patent; meaning that it is not necessary for the authorization from the government department to be given prior to the use of the patent. 

The use of a patent under this provision is subject to several conditions. One condition, as laid down in Section 4 of the model provision, is the payment of compensation or adequate remuneration by the government department or the authorized party making use of the invention, to the patent holder. The amount of compensation shall be determined in accordance with the Compensation Guidelines (see below for an explanation of the Compensation Guidelines). The government department shall also inform the patent holder of the use of the patent, although this notice need not be prior to the use of the patent, as stated in Section 3 of the model provision.

Section 5 of the model provision provides an appeal procedure in which the patent holder may appeal the decision of the Minister to authorize the use of a patent under this provision. However, it is also provided that the appeal may not suspend the use of the patent once the authorization has been made; meaning that the patent holder does not have the right to take injunctive action to prevent the use of the patent (see Section 5b of the model provision). The sole remedy available to the patent holder in the case of public, non-commercial use is a claim for the recovery of the patent holder’s “adequate compensation”, which is to be determined in accordance with the Compensation Guidelines (Section 5b of the model provision). The model provision refers to an appeal process, either to the court system or through an independent administrative body established or mandated to hear such appeals.

B.
OBJECTIVE AND RATIONALE

In most national patent laws there are provisions which allow the government (or authorized agents of the government) to use privately-owned patents without the consent of the patent holder. Such use of patents by the government is viewed in common-law countries as an eminent domain taking of a licence under the patent, and therefore, not an infringement of the patent. 

For example, in the US, “infringement” of patents by the government is governed by 28 USC 1498, which protects and relieves the government or its contractors from liability for infringement by the patent holder when an invention is used by or manufactured for the United States. By virtue of this statute, the government may be held liable to the patent owner for payment of the “reasonable and entire compensation” for its unauthorized use of the patent. A similar approach applies in the UK with regard to the “Crown use” of a patent, whereby use of a patent “in the services of the Crown”3 without the prior consent of the patent holder is not considered an infringement of the patent.

Such use of patents is similar to, but is a generally less restrictive and administratively simpler method of authorizing non-voluntary use of a patent than, compulsory licensing. Under 28 USC 1498, for example, the US government can use patents or authorize a third party to use patents for virtually any public use. Under this statute, the US government does not have to seek a licence or negotiate for the use of a patent or copyright4. The patent holder is entitled to compensation, but no rights for injunctive relief to prevent the use. Patent owners may only seek compensation. 

The reference to “authorized persons” in the model provision confers on the government the right to delegate its eminent domain power over patents to contractors or subcontractors acting on its behalf. Use of patents or copyrights by any contractor, subcontractor, person, firm or corporation who receives authorization from the government to do so is construed as use by the government, and the authorized agent cannot therefore be sued for patent infringement. 

C.
TRIPS-COMPLIANCE

Article 31 of the TRIPS Agreement refers to “other use without authorization of the right holder”, without specifically mentioning compulsory licences or government use. However, the provision does make explicit reference to the concept of public, non-commercial use and of patents “used by or for the government”.  An examination of the negotiating history of the TRIPS Agreement further suggests that Article 31 is intended to allow for non-authorized use in the form of both compulsory licences and government-use provisions. During the negotiations, the US delegation had failed to persuade its negotiating partners that the broad “government-use” provisions in its national legislation could be differentiated from compulsory licences. This led to the eventual acceptance of the proposal (from India) that both categories of government use and compulsory licences should be placed under a single set of conditions that govern non-authorized use of patents, as exist now within Article 31 of TRIPS5. 

Many national patent systems provide for public and non-commercial use of a patent in the form of the government’s right to use patents; that is to say, without the need for a compulsory licence. What is required in such cases is the determination by a government department or agency that the use of a patent without the consent of the patent holder is required. Government rights in terms of public and non-commercial use of patents are often procedurally much simpler. For example, an important difference is the waiver of certain conditions for the use of a patent under government use (which would otherwise be applicable in the case of a compulsory licence). For government use, there is no requirement for the government or its authorized party to first seek negotiations with the patent holder for use under a voluntary licence. This waiver of the need for prior commercial negotiations with the patent holder under Article 31(b) provides a considerable degree of flexibility and allows for speed in taking action. In other words, it allows for the use of patents to be ‘fast-tracked’, which is of importance when life-saving medicines are required urgently. There is only an obligation to inform the patent holder of the proposed use of the patent, or promptly after such use.

The distinction between government-use provision and compulsory licence would lie primarily in the nature or purpose of the use of the patent. In the case of government use, it would be limited to “public, non-commercial purposes”, whereas compulsory licences would also cover private and commercial use. 

It has been said that “public, non-commercial use” is a flexible concept6 which allows governments considerable leeway in terms of its definition. “Non-commercial use” in this context should be understood as the use of patents for “not-for-profit” purposes. It would thus cover cases of government contractors supplying public or non-profit institutions, which can be distinguished from commercial enterprises run on a profit basis. There appears to be nothing within the Article 31 provision to prevent the government contractor from making a profit on its transaction with the government, provided that the eventual purpose for which the patented product is used is not a commercial one; for example, distribution of medicines on a non-profit basis.

A condition for government use (also applicable to compulsory licences) is the payment of compensation or “adequate remuneration” to the patent holder, as required under Article 31(h) of TRIPS. The determination of compensation could be made under the same criteria as those applying to use under compulsory licences (see the discussion on Compensation Guidelines in Chapter 9).

The patent holder may appeal against the government use of his patent. Article 31(i) of TRIPS requires that the legal validity of an authorization to use a patent under Article 31 shall be subject to “judicial review or independent review by a distinct higher authority”. This suggests a choice of providing an appeal process either through the court system, or through the administrative route, by identifying a “distinct higher authority” to hear the appeal. 

The appeals requirements must also be read together with the provisions of Article 44.2 of TRIPS. This provision refers to the use of injunctions for patent infringements. Specifically referring to the use of patents by governments or third parties without authorization of the patent holder, Article 44.2 provides that “Members may limit the remedies available against such use to the payment of remuneration”. Therefore, countries can eliminate a patent holder’s right to seek injunction in matters concerning government use or compulsory licences. The only right to the patent holder in such cases will be the right to recover compensation.

In the context of the appeals and compensation procedures, there is nothing preventing the use of administrative practices in all of the Article 31 decisions, including the setting of compensation and appeals processes7. The requirement of the TRIPS Agreement is that the processes be fair, transparent and accountable, with opportunities to provide evidence and be heard, and for the appeal to be heard by an independent body from the one that makes the initial decision8.  The UNDP in its Human Development Report 2001 has also recommended that the administrative approach should be used as it is the best option in the context of ensuring government-use and compulsory-licence provisions as feasible policy options9. 

D.
EXAMPLES OF STATE PRACTICE

In the US, the government can use patents or authorize third parties to use patents for public use, without negotiation with the patent holder. In the UK, the national legislation provides for broad powers in relation to government use (or “Crown use”, as it is referred to in the UK), whereby government agencies or departments (and their contractors) are authorized to “use” patented inventions without the consent of the patent holder, which would otherwise amount to an infringement of the patent. In Australia, Ireland, Germany and New Zealand, public-use provisions provide for very similar broad powers, as do several developing countries, such as the Philippines, Malaysia and Singapore.

Some examples of national legislation with broad government-use provisions are included below:

United States: 28 USC 1498 (1997)

“(W)henever an invention described in and covered by a patent of the United States is used or manufactured by or for the United States without license of the owner thereof or lawful right to use or manufacture the same, the owner’s remedy shall be by action against the United States in the United States Court of Federal Claims for the recovery of his reasonable and entire compensation. Reasonable and entire compensation shall include the owner’s reasonable costs, including reasonable fees for expert witnesses and attorneys, in pursuing the action ...

For the purposes of this section, the use or manufacture of an invention described in and covered by a patent of the United States by a contractor, a subcontractor, or any person, firm or corporation for the Government and with the authorization or consent of the Government, shall be construed as use or manufacture for the United States”.

United Kingdom: Patents Act 1977

Section 55(1) provides that

“Notwithstanding anything in this Act, any government department or any person authorized by a government department may, for the services of the Crown and in accordance with this section, do any of the following acts in the United Kingdom in relation to a patented invention without the consent of the proprietor, that is to say- 

(a) 
where the invention is a product, may-

(i) 
make, use, import or keep the product, or sell or offer to sell it where to do so would be incidental or ancillary to making, using, importing or keeping it; or

(ii) 
in any event, sell or offer to sell it for foreign defence purposes or for the production or supply of specified drugs and medicines, or dispose or offer to dispose of it (otherwise than by selling it) for any purpose whatever;

(b) 
where the invention is a process, may use it or do in relation to any product obtained directly by means of the process anything mentioned in paragraph (a) above;

(c) 
without prejudice to the foregoing, where the invention or any product obtained directly by means of the invention is a specified drug or medicine, may sell or offer to sell the drug or medicine; ...”
Austria: Patent Law (Federal law of 1970, as last amended by the Law of May 23, 1984, amending the Patent Law and the Law Introducing Patent Treaties)

Section 29 (on expropriation) provides as follows:

“If the interest of the armed forces or of public welfare or any other compelling federal interest requires an invention in respect of which a patent has been applied for or granted to be used in whole or in part by the federal authorities or to be made accessible for general use, the federal authorities may expropriate either such patent or the right to the use of the invention in whole or in part pursuant to a decision of the competent Landeshauptmann and on payment of fair compensation ...”

New Zealand: Patents Act

Section 55(1) provides that “... any Government Department ... may make, use, exercise and vend any patented invention for the services of the Crown and anything done by virtue of this subsection shall not amount to an infringement of the patent concerned”.
Singapore: Patents Act 1994 (No. 21 of 1994, as amended by the Patents (Amendment) Act 1995)

Part XII Use of Patented Inventions for Services of Government 

Section 65 provides that “... the powers exercisable in relation to an invention by a Government department or a person authorized by a Government department under section 61 shall include power to make, use, exercise and vend the patented invention for any purpose which appears to the Government necessary or expedient-

... 

(c) for public non-commercial use”.
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