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Abstract

This study aims investigate and understand the diverse effects of internal control
system (ICS) on organizational effectiveness in the Palestinian Private Universities in Gaza
Strip. A questionnaire was used to gather data from 136 respondents operating in Private
Universities in Palestine. The proposed study's hypotheses are tested through multiple
regression technique. The reliability study of the descriptive and inferential statistical study,
T-Distribution, F-Test, Variance Inflation Factor, Durbin-Watson Test assess suitability,
significance, and degree of error between internal control system against organizational
effectiveness. Regression and Correlation test revealed the effect of internal control system
including Control Environment, Control Activities, Risk Assessment, Information and
Communication; Monitoring on the organizational effectiveness. ANOVA test also used to
measure the disparity between Information and Communication and effectiveness in the
universities. Also, R-square tests to assess the degree of universities control activities and risk
Assessment over universities effectiveness. Results show substantial positive effect between
Control Environment, Control Activities, Risk Assessment, Information and Communication;
Monitoring and universities effectiveness f= .436; .406; .521; .343; .249 respectively, P <
0.05 against organisational effectiveness of private universities in Palestine.

Keywords: Control Environment, Control Activities, Risk Assessment, Information and
Communication; Monitoring; Organizational Effectiveness.

1. Introduction

Internal control system is defined by Standards of Internal Control in New York State
Government (2007) as the integration of efforts, operations, methods, plans, policies and
procedures and attitudes of people of an organization to achieve a plausible affirmation that
the organization will fulfill its mission and objectives with a minimal deviation. According to
Committee of Sponsoring Organizations (COSO, 2012), an internal control system is a
systematic process, effected by various entities such as management, board of directors,
shareholders and personnel department, established to provide a sensible affirmation in order
to achieve high operations efficiency and effectiveness, reliable financial analysis and
reporting in addition to extreme compliance with governance laws and regulations. Just as

Published/ publié in Res Militaris (resmilitaris.net), vol.12, n°6, Winter 2022


mailto:N.SHAREKH@up.edu.ps
mailto:dr.qais.almaamari@gulfuniversity.edu.bh

REVUE EUROPEENNE D ETUDES  EUROPEAN JOURNAL OF MILITARY STUDIES

qm RES MILITARIS Social Science Journal

interesting, the internal control system are advanced technical strategies adopted by the
corporations and organizations to guarantee the integrity of financial and accounting data,
subtend operational and productivity targets, and transfer administration configurations all
via the organization (Bett and Memba, 2017; Shokoohi et al., 2015; Alemu,2020). In
essence, the internal control system can be called the life wire of an organization which,
through check reliability and accuracy of information and data, promotes operational
efficiency and encourage discipline (Raju, 2021). According to Bett and Memba (2017),
internal control works better through connective strategy with the various divisions and
departments and enhances the communication among the different business units and
departments. By and large, organizations seek to use, encourage, and attract qualified
employees for competitive advantages. In the present world related business, organizations
have set several methods and approaches to improve their performance, sustainability,
competitive advantage, profitability, efficiency and effectiveness. Globalization and
deregulation forced organizations to confront tremendous threats, risks and dynamic
environment. As a consequence, enterprises ought to spend a lot of money, resources, time
and efforts to record an acceptable level of performance (Raju, 2021). Therefore, for
organizations to come with a high performance, it requires adopting advanced performance
strategies with a critical perspective as to determine accurately whether the internal and
external factors can be important in their impact through enterprise performance. (Al-syaidh
et al., 2015; El-Masri et al., 2015) asserted that the internal control system can perform as
healthy cross check indicator for decision makers and top management to guarantee that the
organization resources are conveniently assigned and employed (Polas et al., 2020).
Furthermore, tasks and operations are conducted appropriately as to fulfill organization's
aimed mission and goals. Doubtless, effective internal control system is considered as a
mainspring of prosperous and successful management, and thence the fingernail of the
enterprise's performance (Badara, 2015). The internal control system strongly contributes to
minimize management poor operations and decision-making uncertainty through providing a
solid plan of organization, methods and measures adopted to enhance the soundness and
stability (Raju, 2021). Evidently, we can notice that there is an increasing body of literature
that tests, investigates, and examines if there is any impact on organizational performance
due to the internal control system; the knowledge of illustrating and testing the internal
control system tools on organizational effectiveness remains a gap (Raju, 2021). The internal
control system comprises of dedicated variables that directly help in the accomplishment or
setback of a corporation and through creating a solid internal control system the organization
encourages effective and efficient operations to provide distinctive services and manufacture
quality products that are harmonious with organization strategic goals and operational
objectives (Almajali et al., 2016). This paper contemplates to have a vigorous internal control
system framework depending on accurate control environment, risk assessment, control
activities, information and communication and monitoring for the sake of achieving
appropriate organizational effectiveness. This is considered the essential motivation to
conduct this research. As a consequence, in line with the discussion above, two research
objectives are examined in this study. These are:

1-  Figuring out the status of adoption of internal control system practiced by the private
universities in Palestine.

2- Examining the internal control system components and its relationship with the
Palestinian private universities effectiveness.

The remnant of this research is constructed as explained below. The posterior part of the
research reflects related literature and previous studies pursued by hypotheses development,
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research methodology, results, discussion and eventually the conclusion of the study.

2. Review of Empirical Studies

The questionnaire, a self-administrated one, was used by Mahadeen et al., (2016) to
obtain answers from 151 Jordanian employees performing various managerial positions in
Jordan. To achieve the main goals of this study, a theoretical framework was established and
several hypotheses were created (Polas ef al., 2020). The researchers' principal goal was
investigating if the Jordanian organization effectiveness is affected due to the internal control
system. Through a statistical regression analysis, a positive significant relationship between
communication, risk management and control activities on the organizational effectiveness
has been disclosed. The multiple regression test results indicated a high positive R square
result with 77.3%.

Based on the findings, the researchers provided several significant recommendations that
help in enhancing awareness about the significance of internal control system components
and techniques to ameliorate the Jordanian organizations' internal processes and procedures.
The internal control system assists bring direction, discipline and consistency to any
organization (Masa'deh et al, 2016).

As accurate and effective, internal control system admittedly gives managers the abilities
to participate in monitoring and evaluation. This is in addition to providing accountability for
their projects and programs (El-Masri et al., 2015; Al-Syaidh et al., 2015). Ershaid et al.,
(2017) researched the effect of environmental turbulence on companies performance in
Jordan. Their study focused on the companies listed in Amman stock Exchange analysis.
Achieved through 253 questionnaire survey collected from the respondents, several
hypotheses were tested via Partial Least Square (PLS). The findings revealed that the internal
control system, which mightily relies on the streamlined meeting styles, displays significant
expectations in terms of the responsibilities (Polas et al., 2020). Eventually, the study shows
that the moderating effect of internal control system plays a significant role as regards the
relationship between environment turbulence and firm performance in Jordan. Ahmed and
Muhammed (2018) talked about the impact of internal control systems on the financial
performance in Telecommunication companies in Iraq as a case study of Asiacell. The paper
selected primary and secondary methods and approaches to collect information. The study
implemented correlation matrix, anova test and coefficient of variation to measure the
variance and connection between the variables. Results revealed that four independent
variables come with a significant positive relationship with the firm financial performance;
these are risk assessment, information and communication, control environment and control
activities. However, the findings also showed that monitoring generated a negative
relationship with financial performance. Evidently, Asiacell had focused on effective internal
control systems methods and techniques; consequently, it had a solid and stable financial
performance as compared to the related companies in the country. The authors recommended
that the board of directors, i.e., governing body should guarantee that the internal control
system is constantly evaluated and monitored via the top managers and specialists.

On the other hand, an investigation conducted by Wainaina (2011) tested the internal
control system function. The researcher confirmed that, instead of protection and disclosure
of fraud situation and scenarios, internal controls should concentrate and demonstrate the
accuracy and quality of the general bookkeeping condition in the company. Predominantly, a
tremendous chunk of corporation's losses and costs are caused by frauds and operational
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errors, keeping it in risk and threaten their stabilities and soundness. However, an appropriate
implementation of internal control system will effectively decrease the probabilities of
excesses, through establishing regular reviews on the activities and operations, adjusting
accurate policies and procedures, and analyzing exceptionally the financial data and
information to avoid any possible deviations (Andre and Augusto, 2017).

Alemu (2020) studied the organizational performance in Moha soft drinks company in
Ethiopia to find out whether it is affected due to the internal control. The data of the study
were collected from the respondents using a questionnaire and analyzed using descriptive
statistical methods. The findings showed a positive significant relationship between the
internal control system and organizational performance. As such, the internal control system
is comparatively dynamic and efficient, and it can assist to guarantee administration, integrity
and accuracy of accounting records. Therefore, top management should practice suitable
recording of transactions and keep for references. In addition to that, the management should
enhance several internal control systems, for instance, documentation of transactions that are
compatible with the organization's operations.

3. Hypotheses Development and Research Methodology

The theoretical framework of the study is in line with what is mentioned in the literature
review, and this is displayed in diagram (Figure 1). Through this theoretical framework, the
relationship of the dependent variable of organizational effectiveness and the explanatory
variables (control environment, control activities, risk assessment, ,information and
communication and monitoring) is utilized.

Figure 1: Research Model

Following the work of: Alemu, (2020); Ahmed and Muhammed (2018); Andre and
Augusto, (2017); Bett and Memba, (2017); Shokoohi et al., (2015); Alemu, (2020).
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An apparent match among internal control system components definitely would lead to
higher organizational effectiveness. Therefore, the following hypotheses are introduced.

H1: There is no positive significant relationship between control environment and
Palestinian private universities effectiveness.

H2: There is no positive significant relationship between control activities and Palestinian
private universities effectiveness.

H3: There is no positive significant relationship between risk assessment and Palestinian
private universities effectiveness.

H4: There is no positive significant relationship between information and communication
and Palestinian private universities effectiveness.

HS: There is no positive significant relationship between monitoring and Palestinian
private universities effectiveness.

The instrument utilized in this study is the survey questionnaire. A survey method was
adopted for the internal control system and organizational effectiveness for the sake of
investigating the relationship and the correlation among the variables (Polas et al., 2020). The
study data concentrate on five independent variables toward one dependent variable. They
were established with the aim of eliciting quantitative data from the practitioners such as
dean, head of departments, academic staff and administrates of the Palestinian private
universities. In this regard, a purposive sample technique was implemented in order to reach a
specific group of respondents who are qualified and well acknowledged with regard to the
objectives of this study. The questionnaire was sent to the Palestinian private universities
located in Gaza strip. It decided by the researchers in this study that the survey questionnaire
doled out to the universities in Gaza would be via online Google questionnaire form.
Accordingly, and in relation to the research problem dimensions, the multivariate model
(explained down) has been used to outline the connection among the independent variables
that are set as “control environment, risk assessment, control activities, information and
communication and monitoring” and the dependent variables which is "organizational
effectiveness".

This mathematical equation explains the model used in the study:

Y=at+B1X1 + B2X2 + B3X3 + 4X4 + p5X5 + E

Standard Our application

y- the value of dependent variable Y: Organizational Effectiveness.

The constant term; (X1): Control Environment.

X- The value of independent variable: (X2): Control Activities

B- The coefficient of the function; (X3): Risk Assessment.

E- The disturbance or error term. (X4): Information and Communication
(X5): Monitoring
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Thus, the regression equations become;

Model I

OE = a+B1(CE) + p2(CA) + B3(RA) + p4(IC) + p5(M) +E
The targets that SPSS was used for are:

Firstly, it was employed to analyze descriptive statistics, e.g., 'average and S.D.,
reliability, and similar schedules with the use of data analysis methods. In addition, it was
employed to study the impact of the variables on each other, i.e., dependent and independent,
with the use of correlation analysis. Besides, since there are different independent variables,
the Multi-liner regression was used. Moreover, several tests were used to examine the
proposed hypothesis. Thus, T-Distribution was employed to identify the relation between the
dependent and independent variables. F-test on the other hand was utilized to figure out the
ideal resolution by testing the model suitability. Also, it was utilized to discuss the whole
squares ratio of sequential variation of the other squares' total errors based on the statistics
specified by Durbin-Watson test.

4. Data Analysis

One hundred thirty-six questionnaires were distributed to private universities in Gaza
strip, Palestine. Table (1) below shows the respondents profile.

Table (1) Respondents Profile

L}ackground variable requency [Percent alid Percent LB
Percent
Palestine 73 164%  53.7% 53.7%
University
[ssra University
Universit 33 1.4% 24.3 77.9%
y Name
Gaza University 30 6.7% 22.1% 100.0
Total 136 100.0 100.0
1-5 years 38 8.5 27.9 27.9
Years of5-10 Years 72 16.1 52.9 80.9
ixperien
Ce 11-15 years 16 3.6 11.8 92.6
Above 15- Years 10 22 7.4 100.0
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Total 136 100.0 100.0
Dean 16 3.6 27.9 27.9
Blead of) 7 3.8 125 24.3
Department

. Academic Stuff 55 12.3 40.4 64.7

Position
Administrative 48 10.8 35.3
100.0

Total 136 100.0 100.0

Respondents universities names, years of experience and positions are presented at table
(1). The respondents whose work in Palestine university are 73 responded that account for
53.7%. The respondents whose work in Israa university are 33 responded that account for
24.3%. while, the respondents whose work in Gaza university are 30 responded that account
for 22.1%. The respondents whose years of experience are between (1-5) responded on 38
questionnaires that account for 27.9%. The respondents whose years of experience are
between (5-10) answered 72 questionnaires with a rate of 52.9 %. Moreover, 16
questionnaires were responded by the respondents whose years of experience are between
(10-15) with a rate of 11.8%, while the respondents who are 15 years old and above answered
10 surveys with a proportion of 7.4%. In terms of the position that the respondents occupied
in their universities, a rate of 11.8% is represented by 16 responses related to the respondents
who operating Dean position. Moreover, 17 respondents, who worked as head of department
at their universities compose a percentage of 12.5%. In addition, there are 55 responses for
those who worked in academic positions with a proportion of 40.4 %. Finally, the
respondents who conducting administrative jobs are 48 respondents with a percentage of
35.3%.

Reliability Test:

Reliability test is utilized to examine the instruments' reliability. Furthermore, it is used to
show the stability and consistency of a specific group of clauses implemented in measuring
some variables. Each variable in this study is tested to obtain the Cronbach's Alpha
Coefficients. According to (De Vaus, 2002), in any study the reliable scale should record an
alpha of a least 0.7. The reliability test results are presented in table (2). From the findings, it
is seen that the value of alpha exceeds (> 0.7). This illustrates that each scale is related to the
questions applied to measure one concept. The finding show strong internal stability and
consistency between the study items.

Table 2: Reliability Analysis of Items

Scale Mean if] Scale Corrected | Cronbach's
Item Deleted | Variance if| Item-Total | Alpha if Item]
Item Deleted| Correlation| Deleted
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Control 9.8647 2911 719 800
Environment

Control Activities | 9.9765 3.010 .647 816
Risk Assessment | 9.9779 3.196 672 810
Information &} ¢ 55 2.990 728 798
Communication

Monitoring 9.9191 3.518 498 .842
Operational 9.9603 3.700 502 841
Effectiveness

5. Results and Discussion:

Before anything else we examined the first five hypotheses (H1, H2, H3, H4 and HS5).
Accordingly, the organizational effectiveness was applied as the dependent variable.
Coefficient B, Std., error and Significant statistic results for regression analysis are shown in
the regression results in this following model:

OE= a+B1(Control Environment) + B2(Control Activities) + B3(Risk Assessment) +
B4(Information & Communication) + 5(Monitoring) + E

The findings illustrate that OE is positively affected by CE, CA, RA, IC and M. The
coefficient results of the independent variables were (.436, .406, .521, .343, .249
respectively). Thus, the coefficient of RA B was .521. This indicates that OE is increased up
to 52.1 % if OE is increased by one unite forward, while the other variables are fixed. Beyond
that, the level of significance-statistic of the RA on OE is .001. This result reveals that the
level is below than 0.05. As such, this illustrates that RA is directly affected by OE with a
possibility of 100%. Just as interesting CE, CA, IC and M, they are seen to have positive
impact and statistical significance levels by (.000, .000, .000 and .003, respectively).
Goodness-of-Fit tests demonstrates the level of statistical significance between the dependent
variables and dependent variable. The F- distribution depends on a critical value which
recorded as 2.545 when the significant was 5%. In table (3) F statistic value is seen as 11.857
which exceeds the F- critical value (2.545). In relation to this, the regression among the
variables is strongly significant. On the whole, the significance is 0.000. This reveals that the
independent variables (CE, CA, RA, IC and M) predict the dependent variable OE with
100%. In the same way, Durbin — Watson (DW) confirms that the errors raise in the
regression model are generated through the first order autoregressive process. The Durbin-
Watson critical value is seen (above 2) according to Montgomery, Peck and Vining (2001).
The Durbin — Watson (DW) statistic is 1.889 and is lower than 2 This evinces that serial
correlation among independent variables and OE is seen. Simultaneously, with these revealed
results, R square analysis shows that the level of prediction of variance in the dependent
variable R” is seen to be 0.313. We thoroughly can realize that an amount of OE at 31.3 %
can be predicted with respect to the independent variables aforementioned. Summarizing the
results of this study model appears in this following table (3).
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Table 3: Dependent Variable (OE)

Social Science Journal

Variable Coefficients 8 Std.Error Significant-Statistic
Control 436 051 .000

Environment

Control Activities 406 .052 .000

Risk Assessment 521 .057 .001

Information & | .343 .057 .000
Communication

Monitoring .249 .069 .003

R’ 313 Durbin Wat-son = | F-statistics=
Adjusted R* 287 1.889 11.857

A further essential step is to establish a bivariate correlation matrix for all the variables.
Table (4) reveals a significant correlation between the internal control system variables and
operational effectiveness. There is a sort of solid positive correlation that is seen between the
risk assessment and the operational effectiveness which has been tested statistically, where
the result is (.521). Such findings illustrate that OE is increased once RA is increased.
Meanwhile, other variables (CE, CA, IC & M) show a positive correlation with the dependent

variable (OE).

Table 4: Correlation of independent variables and the dependent variable

Control Control Risk Information Monitori
Environment | Activities Assessment | & ng
Communication
Operational 436 406 521 343 .249
Effectiveness

** Correlation is significant at the 0.01 level (2-tailed).
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Table 5: Summarizing the Model Results

Hypoth Research Hypotheses Probability Finding
eses
H1 There is no positive .000 Significant
significant relationship
between control
environment and
Palestinian private

universities effectiveness.

H2 There is no positive .000 Significant
significant relationship
between control activities
and Palestinian private
universities effectiveness.

H3 There is no positive .001 Significant
significant relationship
between risk assessment
and Palestinian private
universities effectiveness.

H4 There is no positive .000 Significant
significant relationship
between information and
communication and
Palestinian private
universities effectiveness.

H5 There is no positive .003 Significant
significant relationship
between monitoring and
Palestinian private
universities effectiveness.

6. Discussion and Conclusion:

The area of organizational performance effectiveness has gained formidable experimental
attention over the last decade, especially in the corporation management literatures due to the
global instability performance of organizations and recent international financial distress and
global crisis. Recently, organizations through the world show weak financial performance
and prosaic financial reports. Consequently, the internal control system has become
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increasingly significant to assist toward suitable comprehension of the methods and ways that
firms adopt to enhance their performance efficiency. There are two essential aims of this
study. In the first place, the study attempts to determine the status of adoption of internal
control system practiced by the private universities in Palestine. Secondly, it endeavors to
examine the relationship between the internal control system components and the Palestinian
private universities effectiveness. The following conclusion is made from the questionnaire
data regression analysis of the impact of internal control system on the Palestinian Private
universities effectiveness. The results revealed that the relationship between control
environment, control activities, risk assessment, information and communication and
monitoring towards organizational effectiveness is significantly positive (B = .436; .406;
.521; .343 and .249; P < 0.05). Therefore, the results indicate that the internal control system
variables have positively affected the Palestinian Privet universities effectiveness. According
to the study findings, it is recommended that university management needs to acquire a lot of
information and data that assist in analyzing situations and making decisions in a timely
manner before the information losses its accuracy and validity. It needs also to adopt solid
operating methods and management philosophy related to trends and activities environment.
In addition, regulating and supervising the correct recording of events and deals and support
them with timely information are important. Moreover, there is a need to establish an
organization's structure depending on centralization and decentralization of daily operation
processing. Besides, the management needs to have control over the appropriate
documentation of deals and internal control. Eventually, implementing monitoring activities
according to continuous assessment to ensure high quality of control performance is a must.
The study Recommends that further studies must be done to investigate the interaction effect
of mediator or moderator variable, such as management accounting system, corporate
governance or technological and market turbulence, in increasing the relationship between
the internal control system and organizational performance effectiveness.
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