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Report of t h e Panel 

1. The Council at i t s meeting on 2^ July 1978 authorized i t s Chairman t o take 
the necessary steps for the establishment of a panel with appropriate terms of 
reference i f the matter under dispute between the United States and Japan had 
not been s e t t l e d s a t i s f ac to r i l y on a b i l a t e r a l bas is by 20 September 1978 
(C/M/127, paragraph 7) . As no agreement had been reached by tha t date (see 
C/M/128, paragraph 9 ) , the Council Chairman in consultation with the 
two delegations concerned establ ished a panel with the following terms of 
reference: 

"To examine, in the l igh t of the relevant GATT provis ions , the matter 
referred t o the CONTRACTING PARTIES by the United S t a t e s , r e l a t ing to 
quant i ta t ive r e s t r i c t i o n s maintained by Japan on cer ta in lea ther goods, 
and to make such findings as w i l l a s s i s t the CONTRACTING PARTIES in making 
recommendations or ru l ings , as provided for in Ar t ic le XXIII:2.!I 

At i t s meeting of 29 January 1979, the Council was informed (see C/M/132, 
paragraph 6) about the establishment of the Panel, i t s terms of reference and 
i t s composition which was as follows: 

Chairman: Ambassador Net te l (Austria) 

Members: Mr. Furulyas (Hungary) 
Mr. Ostenfeld (Denmark) 

2. The Panel met on 26 January and 26 February 1979. 

3. The Panel based i t s del iberat ions on the following fac t s : 

(a) In 1952 Japan had imposed a system of quant i ta t ive r e s t r i c t i ons on.th$ 
importation of cer tain lea ther items. Until 1963, these res t r ic t ions-
had been maintained as a balance-of-payments measure under Art ic le XII. 
Since tha t t ime, Japan has continued to maintain the r e s t r i c t i ons 
because of the d i f f i cu l t i e s the Japanese lea ther industry has 
experienced due t o the small s ize and the backward character of i t s 
enterpr ises and above a l l due to the Dowa problem. 
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(b) The United States, considering that the Japanese restrictions were 
tin justifiable and inconsistent with Japan's obligations under the 
General Agreement and that they constituted a nullification or 
impairment of United States rights under the General Agreement, 
entered into consultations with Japan, which did not bring about 
a solution. The United States accordingly sought recourse to the 
provisions of Article XXIII:2 and asked that a panel be 
established (L/U691, C/M/127 and 128). 

k. In the course of its work the Panel heard statements by representatives 
of the United States and Japan and obtained clarification on certain points 
from these representatives. Background documents and relevant information 
submitted by both parties, their replies to questions put by the Panel as 
well as all relevant GATT documentation served as a basis for the 
examination of the matter. In addition, the Panel received written 
information "and heard oral statements by the delegations of Australia, 
Canada, India and New Zealand on the different aspects of the matter, in 
accordance with these delegations' requests made at the Council (C/M/127, 
paragraph 7). 

5. On 26 February 1979 the Panel was informed that bilateral consultations 
between the United States and Japan had been brought to a successful 
conclusion and that the United States was withdrawing the complaint filed 
with the GATT under Article XXIII:2. The two parties have reserved their 
rights under the GATT; should the conclusions of the bilateral consultations 
not be put into practice to the mutual satisfaction of both governments, it 
was understood that the matter may be further subject to GATT proceedings. 

6. The Panel was advised by the two parties that they were prepared, upon 
request and on a bilateral basis, to provide the substance of the conclusions 
reached to other interested parties and to consult with them. 

7. The Panel draws the attention of the Council to the fact that agreement 
between the United States and Japan has been reached and expresses the view 
that this agreement constitutes a solution to the matter before it. 
Consequently, the Panel considers the proceedings under Article XXIII:2 to be 
terminated. 
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