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The Extent of Compliance of the Jordanian Industrial Shareholding Companies with
the Internal Control Requirements and its Impact on Financial Performance

Ali Al-Thuneibat and Nawel Keffous *

ABSTRACT

This study aimed at examining the extent of compliance of the Jordanian industrial companies with the
internal control requirements stated in the International Standard on Auditing No.315. The study aimed
also at testing the impact of internal control requirements on financial performance of the Jordanian
industrial companies. To achieve the objectives of the study, a questionnaire was designed and distributed
to (50) industrial companies listed in Amman Bourse. Descriptive statistics, T-test, and Multiple
Regression were used to analyze the data and test the hypotheses. The study results showed a high degree
of compliance with the implementation of all elements of internal control, but there is no a significant
relationship between the extent of adherence of the Jordanian industrial companies with the internal
control elements and the financial performance measured by the ratios of ROA, ROE, and ROS. However,
there is a statistically significant relationship between the extent of compliance and the financial
performance measured by GPM ratio. Furthermore, the results showed a statistically significant impact of
the size on the relationship between the implementation of the internal control elements and the financial
performance measured by the ratios of ROA, ROE, and ROS. However, no statistically significant
differences were found in the relationship between the existence of the internal control elements and the
financial performance of the companies measured by the ratio of GPM associated to the size. The study
concluded many recommendations including: the need to evaluate periodically the internal control systems
implemented in the Jordanian industrial companies and the try to find a special section for controlling the
quality of the internal audit department activities.

Keywords: Internal Control, Financial Performance, Control Environment, International Standards on
Auditing.
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