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Abstract: This study examines the correlation between foreign direct investment 

indicated by Facebook friend relationships (Social Connectivity Index, or SCI). The empirical 

these linkages are crucial for reducing information friction and attracting foreign capital to 
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 I. Introduction

reduces the knowledge gap and the friction 
associated with contract enforcement (see 

often implement a range of policies 
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due to large capital commitments and 

Social connectedness helps reduce 
information gaps and contract enforcement 

relationship between social connectedness 

market imperfections and institutional 

online interactions through platforms like 

that increased social connectedness is 

from traditional attributes like risk and 

capture the impact of regional connections 

and suggests further exploration into the 

II. Literature Review
2.1. Literature about Social 

Connetecdness

shows that social connections can 

fostering trust and reducing concerns about 

impact of information from networks on 

Much of the recent research relies 
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the impact of social networks on the 

emotions and interactions on social 

networks in reducing information friction 

the relationship between social networks 

2.2. Literature about Determinants 
of Foreign Direct Investment

robust trade relations between countries 

corporations seek local presence in 

destinations for FDI due to their rapid 

limited research has focused on the 
national and regional determinants of 

the impact of agreements like the US-
Vietnam Bilateral Trade Agreement on 

III. Methodology and variables 

3.1. Main variables

3.1.1. Independent variable

is an index that measures the degree of 
correlation between Facebook users and 

Facebook between a Facebook user in this 

i and j

in which Facebook users i and j are the 
number of Facebook users in locations i 

are the total number of friends connected 

3.2.2. Dependent variable
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3.2. Research model

Using logarithms allows us to interpret 

ln = ln +G

FDI
capital into Vietnam from 2010 to 2022;

SCI
Facebook social networks with Vietnam;

i, j, t

G

GDP
product and Vietnamese gross domestic 
product;

PRICE

bilateral exchange rate;

TARIFF

PS: Political Stability is measured 
 perceptions of the likelihood of 

i

the normal and peaceful course of 

drops more in industries that are exposed 

IV. Empirical results and 
discussion

4.1. Current status of foreign direct 
investment in Vietnam

Table 1 presents FDI data for 

144 countries and territories worldwide 

million USD with a total number of 
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Table 1: 10 Asian partners with the largest FDI capital investment in Vietnam
(Cumulative projects valid until December 20, 2023)

No  Countries FDI (millions USD)
1
2 Singapore
3 Japan
4
5 Thailand                    735 
6 India                    392 
7 Brunei Darussalam                    156 
8 Indonesia                    122 
9 Philippines                      95 

10                    733 
Others

Total

comes from neighboring countries in 

Vietnam has a long coastline that is 

political regime similar to those of ASEAN 

4.2. Current status of social connectedness between Asian countries and Vietnam

Figure 1: Summary of SCI index of 10 Asian countries with Vietnam
Source: Author compiled from MetaData
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Statistics from data sources 

index of Asian countries and Vietnam 

shows that the SCI index between Japan 

 4.3. The impact of Facebook 
social connectedness on foreign direct 
investment in Vietnam

The current social network 

in Vietnam show that Vietnam has social 

 Table 2. Data summary

Variables N Mean SD p25 p50 p75
804
804

ln(GDPi 804
ln(GDP 804

804
804

PS 804
ASEAN 804
GPR 804

Table 3: Pearson correlation between main variables

ln(GDPi ln(GDP PS ASEAN GPR
1

1
ln(GDPi 1
ln(GDP 1

1
1

PS 1
ASEAN 1
GPR 0 1



96

Table 4. Regression model results

Variables ln(FDI) ln(FDI)

ln

ln(GDPi

ln(GDPj

ln

ln

PS

ASEAN

GPR

Constant

804 804 804 804 804 804
R-quared
Year FE  Yes  Yes  Yes

Source: Authors’ calculation

between SCI social connectedness and 

of ln(SCI)
worldwide geopolitical risks in Columns 

other political and trade factors related to 
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Table 5. IV Analysis

 
1st stage 2nd stage 1st stage 2nd stage 1st stage 2nd stage

Variables ln(SCI) ln(FDI) ln(SCI) ln(FDI) ln(SCI) ln(FDI)
genetic_distance_

weighted

ln_gdpi

ln_price

PS

ASEAN

GPR

Constant

670 670 670 670 670 670
R-squared
Year FE Yes Yes Yes Yes Yes Yes

Source: Authors’ calculation

weighted 

genetic distance has no direct bearing on 

been since the origin and home nations’ last 

distance is used as an instrument (Columns 

SCI and 
FDI is obtained in the second stage in Table 

V. Conclusion 

information friction through social 
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supported and communicated through 

potential should be better promoted on 
global social media platforms to draw 

businesses should step up their digital 

platforms will contribute to more robust 

To build deeper international ties and 

Further research should explore how 

Acknowledgments: This research 

code B2023-MHN-05

Reference

2021
Journal of International 

Economics, 129

2019
The 

2018

Journal of 
Economic Perspectives 32

[8]. 
2004

Economic systems, 28

2003

Journal of 
International Business Studies pp. 34

2008

Journal of International Management
14

2019



99

Journal of Economic Studies

2022

The Review of Financial 
Studies, 35

2020
role of social networks in bank 

Journal of 
Economic Dynamics and Control pp. 

2004

European Economic 
Review 48

2017

The World Bank Economic 
Review 30

2011

The World 
Economy 34

(2020 How does foreign direct 

Journal of Cleaner 
Production 245

(2021

Journal 
of Business Research 124

1988 The 

The Journal 
of Finance 43

2008

economics 88

2010

Asian 
Business & Management pp. 9

2010 Winning in emerging 
markets: A road map for strategy and 
execution

2017

2008

Journal of the Royal 
Statistical Society Series A: Statistics in 
Society

2014 Household debt 
The Review of 

Financial Studies

2005

conditional mean models in time series 

The Review of 
Economic Studies

2020
monitoring costs on foreign direct 

Journal of Economic 
Behavior & Organization

2018



100

Journal of Business Research 88

2008

FDI through international trade 
agreements? American Journal of 
Political Science 52

2013

International 
Economics and Economic Policy 10

(2020

The World 
Economy 43

2005
bilateral trade agreement led to higher 
FDI in Vietnam?

2002

economic bulletin

† † †

 

†


