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Evalunate the Impact of the Effectiveness of Internal
Control on Net Value Added in Companies.of -
.. Drinking Water and Sanitation

Abstract
This study aims to evaluate the impact of the effectiveness of internal
control on net value added and as a consequence on gross national production.
To achieve the study objective and test its hypotheses a literature was
* reviewed and an empirical study was carried out using content analysis of
financial_reporting and reports of central accounting organization for a sample
of the companies of drinking water and sanitation. The findings of the study
“indicated that there was impact of all dimensions of the effectiveness internal
control (operation efficiency, operation effectiveness, reliability. of financial
reporting and, compliance with law) on net value added. This impact will
increase with the increase of firm's size, revenues growth rate, operational cash
flows rate, and assets growth rate. Moreover, the findings of the study indicated
that the compliance with law had the higher impact on net value added, then
the reliability of financial reporting, then the operation effectiveness, and
finally the operation-efficiency. Furthermore, the findings indicated that there
was a significant discrimination among the two types of companies (with
higher net value added and lower net value added) regarding to the impact of
effectiveness of internal control on net value added, as there are variables can
discriminate among them, The study presents the methods of. measuring the
effectiveness of internal control and net value added, as well as contributes to
literature review by suggeésting quantitative ‘techniques for measuring the
effectiveness of internal control. The application of the study is in developing
countries (Egypt), which does not comply with SOX act, so the study findings
will benefit other companies in Egypt and Middle East. ’
' Key Words: Effectiveness -of Internal control, Net- Value Added, Gross
National Production
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