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Abstract

We investigate the market reaction to the announcement of internal control systems development.
First, we analyze whether the market reactions vary with the activeness of internal control systems de-
velopment by focusing on the times of the announcement. Second, we also test whether the market reac-
tions vary with the attitude toward disclosure about internal control systems development by focusing on
the presence or absence of disclosure in the announcement regarding the reason why firms revise their
basic policy on internal control systems. Third, we additionally examine whether the market reactions
vary with the background of internal control systems development by focusing on the disclosed contents
in the announcement.

We find that market positively reacts with the announcements when firms repeatedly revise their ba-

sic policy on internal control systems. This implies that market evaluate their active stance on internal
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control systems development. We also provide the evidence that market does not necessarily react with

the announcements when firms positively disclose the reason why they revise the policy. This suggests

that market does not simply react with their active commitment on the disclosure of the reason but evalu-

ate the background of internal control systems development from the disclosed contents. Furthermore, we

show the evidence that market sometimes more negatively reacts with the announcements when some

firms disclose the reason than when others do not disclose it.
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