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Through the viewpoints of foreign investment increasing the firm’s information
disclosure (Riahi-Belkaoui, 2001) and information asymmetry increasing the level of
accounting conservatism (LaFond and Watts, 2008), the paper explores the relation between
foreign investment and accounting conservatism, and discusses the effectiveness of related
regulations to mitigate the negative influence of foreign investment on information
transparent.

The empirical results show that foreign investment does not increase the level of
accounting conservatism, means that the effective of related regulations on foreign
investment firms’ information transparent. It is also found that accounting conservatism
influences foreign investment. That is, foreign investment and accounting conservatism
exists cause-and-effect endogenous relation. In addition, there is no significant difference
level of accounting conservatism between investment to common law and code law
country. Moreover, investment to Tax Haven increase the level of accounting conservatism.
Finally, it is discovered corporate governance mitigate the impact of foreign investment on

accounting conservatism.
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