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Abstract: Implement a system for forecasting Foreign Direct Investment (FDI) inflows to India for the year 2025. The 

system will incorporate various influential sectors and apply sophisticated analytical methods to deliver precise predictions 

and insights. Evaluate a broad spectrum of sectors impacting FDI inflows, such as telecommunications, agriculture, 

automotive, computer software & hardware, non- fertilizer chemicals, power, media, electrical equipment, services, 

cement and gypsum products, paper and pulp, food processing, engineering, pharmaceuticals, glass, construction, 

metallurgy, tea and coffee, and precious metals and jewellery.Analyze historical data and trends within these sectors to 

assess their effect on FDI inflows. Apply linear regression techniques to establish the relationship between various factors 

and FDI inflows. Develop forecasting models to project FDI inflows for 2025 based on the analysed data. 

 

I. INTRODUCTION 

 

Foreign Direct Investment (FDI) plays a pivotal role in the economic development of nations, and India exemplifies this 

dynamic interaction. Foreign entities invest directly in India's burgeoning private sector, capitalizing on competitive labor 

costs and a progressively evolving business environment. The roots of India's economic liberalization can be traced back 

to the 1991 economic crisis, which catalyzed a steady influx of FDI and led to the creation of over ten million jobs. 

Notably, in 2015, India emerged as the premier destination for FDI, surpassing China and the United States with $31 

billion in investments during the initial part of that year, as reported by the Financial Times. This was in contrast to the 

$28 billion and $27 billion attracted by China and the US, respectively. Data mining, a specialized technique within data 

analysis, is particularly focused on modelling and insight generation aimed at forecasting future trends rather than merely 

describing past data. In contrast, business intelligence is predominantly concerned with aggregating data to derive 

business insights. Data mining employs an array of techniques and algorithms to uncover intricate relationships within 

extensive datasets, thus serving as a crucial tool in information technology for several decades. In our analysis of FDI 

data, we employed the regression algorithm to forecast future outcomes based on historical data trends. Additionally, we 

utilized the K-means clustering algorithm to identify and categorize similarities among Indian states concerning FDI. 

This clustering allowed us to differentiate entities based on their developmental progress, investment safety, and other 

relevant factors. The FDI dataset, sourced from data.gov.in and spanning the period from 2008 to 2024, formed the basis 

of our study. The analytical process involved collecting and performing statistical operations on historical data, with 

predictive modeling extending to outcomes for the year 2018. This comprehensive methodology provided an in-depth 

understanding of FDI trends and their implications for India's economic framework. 

 

Problem Statement  

FDI represents essential for fostering financial rise as well as development. However, predicting FDI inflows presents a 

significant challenge as a result of specific complex interaction of numerous influencing factors. Despite the availability 

of extensive data, forecasting FDI with accuracy remains difficult for both policymakers and researchers. A Specific main 

concern the current program tackles is the need in order to addresses dependable and precise system to forecast FDI inflows 

to India for 2025, considering specific effect related to various sectors. 

 

II. LITERATURE SURVEY 

 

[1] Foreign Direct Investment (FDI) entails the movement of capital across borders, where one entity gains 

financially while the recipient country benefits through enhanced productivity and improved economic performance. The 

economic impact of FDI largely hinges on the nature of the investment: while long-term investments tend to foster positive 

economic growth, short- term, profit-oriented investments may yield more modest benefits. Furthermore, the 

effectiveness of FDI is influenced by government-imposed trade restrictions and foreign investment policies, which can 

shape its overall contribution to the economy and impact sectors such as information technology.  
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[2] During the initial segment of 2015, India surpassed major economies like the United States and China to become 

the top global recipient of Foreign Direct Investment (FDI). In its journey towards globalization, India has liberalized 

various sectors and welcomed FDI across numerous industries, though with some sector-specific limitations. The 

internationalization of banks stands out as a prominent example of this liberalization, with 44 foreign banks operating 300 

branches in India, subject to a 74% cap in private sector banks and a 20% cap in public sector banks.  

 

[3] In 2015, country holds surfaced functioning like leading recipient of Inbound venture, surpassing China and the 

United States, according to a report by the London-based Financial Times. The report highlights that Inbound venture 

intake into country attained $31 billion during specific initial period relating year, outstripping China’s $28 billion and 

the US’s $27 billion, under the headline 'India Takes the Lead in Investment Rankings. 

 

[4] The study reveals that investments like those from the Global Alliance for Vaccination and Immunization (Gavi) 

are linked to substantially greater rates of DTP vaccination, with estimated returns of at least 12:1. For countries nearing 

graduation from Gavi support, these findings underscore the critical importance of maintaining investment levels; any 

reduction could jeopardize the public health gains and monetary gains realized by enhanced vaccination coverage. 

 

[5] The concept of targeting nominal GDP (NGDP) has typically been explored in large, advanced economies. 

However, it may be particularly beneficial emerging economies, given their susceptibility to significant supply and terms-

of-trade shocks, such as fluctuations in monsoon rains and oil prices. Unlike annual inflation targeting (IT), which results 

in lost real GDP during adverse supply shocks, NGDP targeting can adjust for these shocks while still maintaining stable 

expectations.  

 

III. METHODOLOGY 

 

Background study & Information Gathering 

 

Organizations frequently rely on traditional statistical tools and methods, such as SPSS, SAS, and Excel, for analyzing 

and predicting Foreign Direct Investment (FDI) trends. These tools typically utilize historical data and statistical 

techniques like regression analysis and time series forecasting. However, traditional systems exhibit several limitations. 

They often struggle with scalability, encountering performance issues and slower processing times when handling large 

datasets. Data integration and cleaning are frequently managed manually, which increases the risk of errors and 

inconsistencies.  

 

Additionally, the reports generated by these tools are static and lack interactive features, making dynamic data exploration 

challenging. Similarly, some organizations continue to use legacy financial systems for managing and analysing FDI 

data. These systems are often outdated and may not support modern analytical techniques. Consequently, they face 

several drawbacks: they may not accommodate the latest analytical methods or technologies, resulting in limited 

effectiveness for contemporary FDI analysis. Integration with newer data sources and systems can be problematic, 

leading to fragmented data and incomplete analyses. Furthermore, these legacy systems typically lack flexibility and 

customization options, making it difficult to adapt to evolving analytical needs. 

 

The drawbacks in existing systems are manifold. Data integration and quality issues frequently arise, as these systems 

struggle to merge data from multiple sources, leading to inconsistencies and inaccuracies. Manual data handling 

exacerbates these problems, increasing the risk of errors. Existing systems also often lack advanced predictive 

capabilities, impeding accurate forecasting of future FDI trends and limiting their support for strategic decision-making. 

Scalability is another concern, as traditional tools may falter under the weight of large and complex datasets, leading to 

performance issues and slow processing.  

 

Additionally, the static nature of reporting and the lack of interactivity in these systems restrict users' ability to 

dynamically explore and analyze data, thereby limiting the depth of insights obtainable. Lastly, outdated technologies 

within legacy systems hinder their effectiveness in addressing modern analytical requirements for FDI analysis. 
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Proposed Methodology 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Foreign Direct Investment (FDI) prediction system for India is structured into several key phases. Initially, the system 

undertakes Data Collection and Preprocessing. This stage involves sourcing datasets from 2008 to 2024 from reputable 

channels, incorporating various influencing factors like economic indicators, political stability, trade policies, and other 

pertinent variables. The preprocessing phase focuses on data correction, handling incomplete data, normalizing datasets, 

and performing feature engineering to prepare the data for subsequent analysis. 

 

The primary analytical phase employs two main algorithms: Linear Regression and K-Means Clustering. For predicting 

FDI in 2025, the Linear Regression Model is utilized. This involves dividing the data into training and test subsets, training 

prototype regarding historical data, and assessing its precision measured by efficiency like R-squared, Mean Absolute 

Error (MAE), and Root Mean Squared Error (RMSE). 

 

Simultaneously, the K-Means Clustering Algorithm is used to segment the data into clusters representing high and low 

FDI regions. This process includes determining the optimal number of clusters using techniques like the elbow method, 

training the model, and analyzing the resulting clusters to uncover key characteristics and trends 

 

IV. RESULT AND DISCUSSION 

 

In our project, "Analysis and Prediction of Foreign Direct Investment (FDI) in India," we employed both linear regression 

and k-means clustering algorithms to derive insights from the collected data. The dataset, sourced from the data.gov.in 

website, encompasses a wide range of parameters across various industrial sectors, including miscellaneous industries, 

computer software & hardware, automobile industry, telecommunications, chemicals (excluding fertilizers), power, 

information & broadcasting, electrical equipment, services sector, cement and gypsum products, paper and pulp 

(including paper products), food processing industries, engineering industries, drugs & pharmaceuticals, glass, 

construction development, metallurgical industries, tea and coffee, and diamond, gold ornaments. 

 

• For the FDI prediction, we applied simple modeling for forecast future investment trends based on historical 

data. This method helped in understanding the relationship between different factors and predicting FDI inflows for the 

year 2025. 
 

• In parallel, we utilized the k-means clustering algorithm to group regions based on their FDI potential. This 

approach allowed us to categorize regions into clusters with high or low investment attractiveness, providing a clear view 

of areas with significant investment opportunities. 
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For visualizing and performing these analyses, we utilized Highcharts, a robust data analytic tool, to effectively display 

and interpret the results. This comprehensive analysis aims to offer actionable insights for policymakers and businesses, 

facilitating informed decision-making regarding FDI in India. 

 

V. CONCLUSION 

 

in conclusion, our project, "Analysis and Prediction of Foreign Direct Investment (FDI) in India," employs a dual 

approach of linear regression and k-means clustering to forecast FDI trends for the year 2025. By utilizing data sourced 

from the data.gov.in website, our analysis spans a wide array of industrial sectors, including miscellaneous industries, 

computer software & hardware, automobile industry, telecommunications, chemicals (excluding fertilizers), power, 

information & broadcasting, electrical equipment, services sector, cement and gypsum products, paper and pulp 

(including paper products), food processing industries, engineering industries, drugs & pharmaceuticals, glass, 

construction development, metallurgical industries, tea and coffee, and diamond and gold ornaments. 

 

REFERENCES 

 

[1]. “Mason, R., & Vracheva, V. (2017). The impact of inflation targeting on attracting foreign direct investment. Journal 

of Applied Business and Economics, 19(4), 79–94.” 

[2]. “Driffield, N. (2022). Threshold effect of foreign direct investment on economic growth in BRICS countries. 

International Journal of Economic Policy Studies” 

[3]. “Dickey, D. A., & Fuller, W. A. (2018). The impact of foreign direct investment on economic growth in Singapore 

between 1980 and 2014. Eurasian Economic Review.” 

[4]. Das, A., & Patnaik, P. (2020). Forecast of foreign direct investment of India through ARIMA under COVID-19 

pandemic. SpringerLink. 

[5]. Mokuolu, J. O. (2018). VAR analysis between interest rates and foreign direct investment inflows in OECD 

countries. SpringerLink. 

[6]. Sackey, F. G., Compah-Keyeke, G., & Nsoah, J. (2012). Foreign direct investment, technological innovation and 

economic growth: empirical evidence using simultaneous equations model. International Review of Economics. 

[7]. Gani, A. (2007). Ease of doing business and foreign direct investment: case of Sub- Saharan Africa. International 

Advances in Economic Research. 

[8]. Lumbila, K. N. (2005). What makes FDI work? A panel analysis of the growth effect of FDI in Africa. World Bank 

working paper no. 80. 

[9]. Beck, T., & Levine, R. (2005). Greenfield foreign direct investments and insurance market diversification: a cross-

country analysis. The Geneva Papers on Risk and Insurance - Issues and Practice. 

[10]. Casi, L., & Resmini, L. (2010). Determinants of foreign direct investment in India: an empirical analysis. 

DECISION. 

https://ijarcce.com/
https://ijarcce.com/

