
CHAPTER 6 

Import licensing procedures 

Summary 
National import  licensing  procedures  can  adversely  affect the  flow of  imports, 
particularly if these procedures are not  transparent or if they unnecessarily delay the 
issue of licences. The  Agreement  on  Import  Licensing Procedures divides licences into 
two categories: automatic  and non-automatic.  Automatic  licences  should  be issued 
within a  maximum  period  of 10  working  days  after  the  receipt  of  applications. 
Non-automatic licences,  which are  generally  used  to  administer  quantitative 
restrictions, must  be granted within a maximum period of  30 days  from receipt  of 
application where  licences are issued on  a  first-come first-served basis and 60 days if 
all applications are  considered  simultaneously. 

The Agreement further lays  down certain principles and rules to  ensure that the flow of 
international trade is  not  impeded  by the  inappropriate  use of import  licensing 
procedures and that procedures are administered fairly and  equitably. 

Agreement o n Impor t 
Licensing Procedure s (ILP) , 
Preamble 

Agreement o n ILP, 
Article 1.1 
Agreement o n ILP, 
Articles 2 and 3 

GATT's basi c approach i s that, i n orde r to facilitat e trade , the formalitie s an d 
documentation requirements for importation and exportation should be kept to 
a minimum . However , GAT T recognize s tha t countrie s often , fo r variou s 
reasons, require importers to obtain import licences. Such licensing systems may 
be adopte d t o administe r quantitativ e restriction s i n th e limite d numbe r o f 
situations permittin g membe r countrie s t o us e suc h restrictions . Alternatively , 
they may be used for the surveillanc e o f trade statistic s or the prices of certain 
goods. 

The Agreement o n Impor t Licensin g Procedures lay s down rule s for adoptin g 
and implementin g nationa l procedure s fo r issuin g impor t licences . I t define s 
'import licensing' as "administrative procedures .. . requiring the submission of 
an applicatio n .. . to th e relevan t administrativ e bod y a s a  prior conditio n fo r 
importation .. . o f goods. " I t divide s licensin g system s int o tw o categories : 
automatic and non-automatic . 

Under automati c systems, the authorities issue licences automatically without 
using an y discretionar y powers . Non-automati c licensin g system s administe r 
quota restrictions and othe r measures , and the authoritie s use their discretio n 
in granting licences. The Agreement lays down general rules applicable to both 
systems and specific rules for each system. National licensing authorities mus t 
comply with these rules, the basic objective o f which is to protect the interest s 
of importer s an d foreig n suppliers . Th e rule s requir e nationa l licensin g 
authorities to ensure that licensing procedures: 

• Ar e no t mor e burdensom e tha n absolutel y necessar y t o administe r th e 
licensing system , takin g int o accoun t th e purpos e fo r whic h the y ar e 
adopted; 
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• Ar e transparen t an d predictable ; an d 

• Protec t importer s an d foreig n supplier s fro m unnecessar y delay s an d 
arbitrary actions . 

Common rules 

Agreement on ILP , T h e Agreement oblige s m e m b e r countr ie s t o publ ish al l informat ion o n impor t 
Article 1.4(a) licensin g procedures , s o tha t importers , exporter s an d thei r government s ar e 

fully awar e of : 

• Th e eligibilit y o f persons , firm s an d institution s t o mak e applications ; 

• Th e administrativ e bod y responsibl e fo r th e issu e o f licences ; an d 

• Th e product s subjec t t o licensing . 

Agreement o n ILP , T o protec t th e interest s o f importer s an d t o facilitat e speed y an d promp t issu e 
Article 1.5 -11 o f licences , the Agreement furthe r stipulate s that : 

• Applicatio n form s an d procedures , includin g procedure s fo r th e renewa l o f 
licences, shoul d b e a s simpl e a s possible ; 

• Application s shoul d no t b e refuse d fo r mino r documentatio n error s whic h 
do no t alte r th e basi c dat a containe d therein ; 

• Penaltie s impose d fo r suc h errors , excep t wher e fraudulen t inten t o r gros s 
negligence i s involved, shoul d no t be more sever e than require d to serve as a 
warning; 

• License d import s shoul d no t b e refuse d fo r mino r variation s i n value , 
quantity or weight from thos e designated in a licence, where such difference s 
are consisten t wit h commercia l practic e o r ar e du e t o difference s i n value , 
weight an d quantitie s arisin g a s a  resul t o f shippin g o r bulk loading . 

Automatic import licensing 

Agreement o n ILP , I n system s where administrativ e authoritie s d o no t exercis e an y discretion an d 
Article 2 "licence s are granted i n all cases", the Agreement require s approval or licence t o 

be granted immediately , o n receipt of the application , an d in any case "within a 
maximum perio d o f 1 0 working days" . 

Non-automatic import licensing 

Agreement o n ILP , Non-automati c licensin g system s ar e used , a s note d earlier , wher e th e 
Article 3 government' s primar y purpose i s to restric t imports . Government s ma y do thi s 

by publicly announcing the quota o r quantitative limit s applicable to restricte d 
goods. 

Where impor t licensin g i s utilize d fo r th e administratio n o f quotas , th e 
Agreement require s th e publicatio n o f th e overal l amoun t o f th e quot a 
(quantity and/o r value) , it s openin g an d closin g dates , s o tha t al l intereste d 
parties -  importers , exporter s an d foreig n producer s an d thei r government s -
are full y awar e o f them . Further , wher e a  quot a i s allocate d amon g supplyin g 
countries, th e countr y grantin g th e quot a i s no t onl y require d t o publis h 
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information o n th e share s allotte d t o eac h country , bu t mus t als o specificall y 
inform th e governments o f all interested supplyin g countries o f the distributio n 
of shares . 

The Agreemen t require s impor t licence s t o b e issue d withi n 3 0 day s o f th e 
receipt o f the applicatio n where th e procedure s provid e tha t licence s shoul d b e 
issued "o n a  first-come first-serve d basis" . They mus t b e issue d within 6 0 day s 
of th e dat e o f closin g fo r th e receip t o f application s wher e thes e application s 
"are considere d simultaneously" . 

The rule s furthe r ai m a t ensurin g that , i n th e distributio n o f licences , 
consideration i s give n t o th e practica l difficultie s tha t importer s migh t hav e 
encountered i n utilizin g th e licence s issue d t o them . A s a  principle , licence s 
should be issued to those importer s who have made the best possible use of pas t 
licences. At th e sam e time , car e shoul d b e take n t o ensur e tha t importer s wh o 
have no t bee n abl e t o us e thei r licence s fo r legitimat e reason s ar e no t undul y 
penalized b y denia l o f a  licenc e o r b y undul y reducin g th e valu e o r quantit y 
authorized unde r th e licence . Licensin g authoritie s ar e furthe r require d t o giv e 
special consideratio n i n distributin g licence s t o ne w importers , particularl y t o 
those who impor t fro m developin g an d leas t develope d countries . 

Business implications 
By obliging nationa l licensin g authoritie s t o follo w it s principles an d rules , th e 
Agreement seek s t o protec t th e interest s bot h o f foreig n supplier s wantin g t o 
export product s subjec t t o licensin g an d o f producin g industrie s intereste d i n 
importing suc h products . I t furthe r require s countrie s t o adop t licensin g 
procedures which , inter  alia, would giv e importer s th e righ t t o expec t that : 

• Licence s wil l be issue d promptl y within th e prescribe d periods , an d 

• The y wil l no t b e penalize d fo r mino r documentatio n errors . 
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