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The impact of the internal control system on the quality of financial
statements of microfinance institutions operating in the West Bank

Researcher Name: Layali Sameer Salah.

Supervisor Name: D. Tariq Darabee

Abstract

This study aimed to demonstrate the impact of the internal control system on the quality of
financial statements of microfinance institutions operating in the West Bank. The study
population consisted of microfinance institutions classified by the Palestinian Monetary
Authority, which numbered (9) institutions. The study sample included general managers,
financial managers, and administrative managers.

To achieve the study objectives and test its hypotheses, a questionnaire was distributed to
the study sample, and the descriptive analytical approach was used in addition to using
simple regression analysis to test the study hypotheses.

The study reached several results, the most important of which is the high level of quality
of financial reports of microfinance institutions operating in the West Bank with its various
elements. The results also showed that the arithmetic averages of the various paragraphs of
the questionnaire were very high and that the standard deviations were small, which
reflects the high level of agreement among the study sample on all paragraphs of the
questionnaire. The results also showed a high level of reliability and suitability in the
financial reports of microfinance institutions operating in the West Bank.

As for the analysis of the study hypotheses, the study reached a number of results, the most
important of which are: the existence of a statistically significant effect of the control
environment on the quality of financial reports of small lending institutions operating in
the West Bank, the existence of a statistically significant effect of the internal control
system on the quality of financial reports in terms of suitability, and the existence of a
statistically significant effect of the control environment on the quality of financial reports
in terms of honest representation in small lending institutions operating in the West Bank.

In light of these results, the study recommended enhancing the knowledge of the working
teams of the internationally approved quality standards in the quality of financial reports
and their importance in developing the institution's performance and success, paying
attention to developing the professional competence of workers in microfinance
institutions operating in the West Bank by involving them in professional courses related
to internal auditing, its systems, and objectives, as well as the quality standards of financial
reports and their importance, paying attention to improving information systems within

d



institutions and ensuring the ease of transfer of information between workers in
microfinance institutions operating in the West Bank, encouraging the teams to join the
internationally approved professional certification programs in their field of work, as very
few of them hold a professional certificate.

Keywords: Internal control system, control environment, control activities, risk
assessment, information and communications, monitoring and control, quality of financial
reports, Relevance, Fair representation, microfinance institutions.
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