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Abstract

The research examines the factors affect which balance of
payments and adjustment mechanism during the period of 1978-2007; as
well as the reasons of the failure of policies adopted to cure the balance of
payments deficit. Moreover, the study outlines the major factors which
affected the balance of payments during this period.

The study proved the correct of hypothesis that there is arelation
ships factors specifically: exports, imports, inflation, foreign loans, rate of
exchange, Exports of petroleum, and the libralization of the economy, i.e.,
a causal relationship exists between those variables and the balance of
payments.

The study adopted a descriptive analytical method, besides using an
econometric model in order to prove the research hypotheses.

The study reached to several findings, the most important of which
include the adoption of the liberalization policy affect negatively the
balance of payments; in contrast the discovery of oil and its export has a
positive effect on the balance of payments.

In order to alleviate the balance of payments disturbances a number
of policies had been recommended; this may include the use of fiscal and
monetary policy tools; devaluation of the currency; as well as adopting a
direct supervision policy which consists of imposing customs tariffs and
quota system, and other restrictions on the movement of goods and the
capitals so as to reduce the rate of import, and hence to reduse the balance

of payments Dificit.
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