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Abstract:  

 

Purpose: This paper presents a critical review and analytical synthesis of the relationship 

between large-scale industrialization efforts and the growth and resilience of the Micro, 

Small, and Medium Enterprises (MSME) sector in the SPSR Nellore District of Andhra 

Pradesh. 

Design/methodology/approach: By synthesizing available government reports, academic 

literature, and empirical data, this paper highlights a persistent gap between policy intent 

and ground-level execution, noting that MSMEs often struggle with land allocation issues 

and lack substantial value chain integration with large industries.   

Findings:  The review addresses three key areas: mapping the industrial shift and its impact 

on the local economy; assessing the implementation effectiveness of government incentive 

schemes and institutional support (e.g., DICs and SIDBI credit facilitation); and identifying 

crucial bottlenecks related to infrastructure, opportunities and access to finance for 

Nellore’s MSMEs. 

Practical implications: The findings underscore the necessity for policy refinements that 

prioritize genuine cluster development and facilitate robust forward and backward linkages, 

ensuring MSME sector growth is truly inclusive of Nellore's overall industrial progress.  

Originality/value: Nellore has witnessed significant capital investment driven by port 

development, power generation, and mining. This study aims to evaluate how state-level 

industrial and MSME policies have been translated into localized support structures, 

particularly focusing on the efficacy of industrial parks and cluster development initiatives 

(such as those managed by APIIC).     
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1. Introduction 

 

The Micro, Small, and Medium Enterprises (MSME) sector is globally recognized 

as the backbone of economic development, serving as a critical source of 

employment, innovation, and balanced regional growth. In the context of India, 

MSMEs contribute substantially to the nation's Gross Domestic Product (GDP) and 

export revenue, making their sustainable growth a central policy imperative. 

 

The district of Sri Potti Sriramulu Nellore (SPSR Nellore) in Andhra Pradesh 

presents a compelling case study for examining the dynamics between ambitious 

state-led industrialization and the grassroots MSME sector.  

 

Nellore is strategically positioned on India’s eastern coast and forms a key 

component of major industrial corridors, benefiting from a well-established private 

port (Krishnapatnam) and the development of new port projects (Ramayapatnam), 

which have historically attracted Mega and Large Industries in sectors like power 

generation, steel manufacturing, aquaculture, and minerals. 

 

2. District Profile: S.P.S. Nellore 

 

2.1 Geographical and Demographic Snapshot 

 

• Location: Situated in the Coastal Andhra region of Andhra Pradesh, 

bordered by the Bay of Bengal to the East, making it a pivotal area for port-

led development. 

• Administrative Divisions: The district headquarters is Nellore city. The 

district is divided into several revenue divisions (like Nellore, Kavali, 

Atmakur) and numerous Mandals. 

• Population & Urbanization: As per the 2011 Census, the population was 

around 2.96 million, with nearly 29% being urban, reflecting a significant 

level of development and concentration around the city and industrial towns. 

• Natural Resources: Nellore is historically famous for its production of 

Mica (one of India's largest producers). It is also rich in other minerals like 

Quartz, Silica, and Barites. The principal river is the Penna (Penneru). 

• Soils: The district features a mix of Red soil (predominant), Black soil 

(Black Cotton Soil), and Sandy Loams, supporting diverse agriculture. 

 

2.2 Economic and Agrarian Base 

 

• Primary Sector Dominance: Despite industrial growth, the economy 

remains largely agrarian. Major contributors to the Gross Value Added 

(GVA) include paddy (rice), sugarcane, lemon, and tomato. 

• "Shrimp Capital of India": Nellore is a major hub for Aquaculture 

(shrimp/prawn/fish farming and processing), especially along the coast, 



 A Critical Review of the Interplay Between Industrial Policy, Cluster Development,  

and MSME Growth in Nellore District, Andhra Pradesh  

180  

 

 

contributing significantly to exports and earning it the nickname "Shrimp 

Capital of India." 

• Handlooms: The district has a prominent traditional sector, particularly the 

renowned Venkatagiri and Paturu Handlooms, which is a major source of 

employment in the rural areas. 

 

3. Industrial Profile: Nellore – A Hub for Mega and MSME 

Industries 

 

Nellore's industrial profile is defined by a dichotomy: the presence of major, capital-

intensive projects alongside a vast number of small, local enterprises.10 

 

3.1 The Large-Scale Industrial Ecosystem 

Nellore serves as a key node for the Visakhapatnam-Chennai Industrial Corridor 

(VCIC) and is a focus area for port-led industrialization. 

 

Industry 

Segment 
Key Activities / Projects Significance 

Ports & 

Logistics 

Krishnapatnam Port (one of the largest 

private ports), and Ramayapatnam Port 

(upcoming/under development). 

Drives all import/export activity 

and makes Nellore a global trade 

hub. 

Power & 

Energy 

Numerous Thermal Power Plants (e.g., 

in the Muthukur area) and significant 

investments in Solar/Wind Power 

(Renewable Energy). 

A major contributor to the state's 

energy grid; attracting new 

investment in green energy (e.g., 

major solar manufacturing hubs 

are being established in the 

Naidupeta Industrial Park). 

Heavy 

Manufacturing 

Large units for Steel Manufacturing, 

Glass, Edible Oil, Aluminum Products, 

and a proposed Birla Group fiber 

cement plant. 

Represents massive capital 

investment and high-skill job 

creation, demanding ancillary 

support. 

Aqua & Food 

Processing 

Numerous large-scale units for 

Processed Shrimp/Prawn/Fish and 

Shrimp Feed. 

Directly leverages the district’s 

agrarian strength and generates 

significant export revenue. 

New Focus 

Areas 

Recent announcements include a BPCL 

refinery and green energy complex, a 

synthetic organic plant, and projects 

leveraging the proximity to the 

Chennai-Bengaluru Industrial Corridor 

(CBIC). 

Highlights a policy shift towards 

green energy and advanced 

manufacturing. 

 

3.2 The MSME Sector Status (Micro, Small & Medium Enterprises) 

 

The MSME sector is the most crucial segment for employment generation in 

Nellore. 
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• Size: The district reports a large number of registered MSME units (over 

18,000 as per recent data), providing employment to nearly 2 lakh persons. 

• Investment: While individually smaller, their collective investment is 

substantial. 

• Dominant Sub-Sectors: 

o Food and Agro-based Industry (Rice Mills, Dairy, Aqua Products, 

Oil Mills). 

o Engineering and Metal Products (Automobile parts, metal 

fabrication, tool rooms). 

o Textile and Handlooms (Venkatagiri Sarees, fabric paintings). 

o Mineral-based: Units processing granite slabs, quartz, and other 

minerals. 

 

3.3 Industrial Infrastructure & Cluster Development (APIIC Role) 

 

The Andhra Pradesh Industrial Infrastructure Corporation (APIIC) is the nodal 

agency for developing industrial space: 

 

• Industrial Parks (IPs): Nellore has multiple APIIC-developed properties, 

including general Industrial Parks, Auto Nagars, Wood Complexes, and 

specifically designated MSME Parks (e.g., Narampeta, Kothapalli 

Korugunta). 

• Policy Focus: The State government actively promotes the Single Desk 

Policy for fast-track clearances and provides fiscal incentives to encourage 

new MSME setups. 

• Ongoing Development: There is a current emphasis on developing 

specialized infrastructure like Flatted Factory Complexes (FFCs) under 

schemes like MSE-CDP to provide ready-to-use units for MSMEs, including 

one in Nellore Urban Mandal. 

 

3.4 Industrialization and the MSME Sector in Nellore – A Review 

 

The research on the nexus between large-scale industrialization and the growth of 

the Micro, Small, and Medium Enterprises (MSME) sector is a critical area of 

regional economic study.  

 

This review synthesizes key theoretical perspectives on economic development, 

cluster dynamics, and policy implementation, establishing the context for analysing 

the specific challenges and opportunities within the S.P.S. Nellore District of Andhra 

Pradesh. 

 

4. Theoretical Foundations of MSME-Led and Corridor-Led 

Growth 
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4.1 The Dual Role of MSMEs in Development Theory 

 

MSMEs are universally recognized as the "engine of economic growth" for 

developing economies, playing a crucial role in job creation, poverty alleviation, and 

fostering equitable distribution of wealth (Source 1.2, 1.5). Theoretical models, 

notably those emphasizing inclusive growth, argue that capital-intensive, large 

industries alone cannot absorb the vast, semi-skilled labor force; hence, the 

proliferation of smaller, flexible enterprises is necessary.  

 

MSMEs, by contributing nearly 30% to India's GDP and 48% to its exports 

(Source 2.4), offer the economic structure the required agility and resilience (Source 

1.4, 3.5). The literature underscores that these smaller units possess superior 

flexibility and can adapt quickly to market demands compared to large firms, 

making them essential shock absorbers in volatile economic environments.  

 

However, their fragmentation and dependence on obsolete technology often 

constrain their potential, necessitating targeted policy intervention. 

 

4.2 The Economics of Industrial Corridors and Port-Led Development 

 

Nellore’s industrialization is intrinsically linked to the national strategy of 

Corridor-Led Development, specifically the Visakhapatnam-Chennai Industrial 

Corridor (VCIC), and the overarching Sagarmala Programme (Source 3.1, 3.2).  

 

The theory behind these initiatives, rooted in Growth Pole concepts, posits that 

strategic infrastructure investments (like the Krishnapatnam Port) create external 

economies of scale, stimulating demand for supporting services and ancillary 

manufacturing in the immediate hinterland (Source 3.3).  

 

Sagarmala, in particular, aims for "Port-Led Industrialization" by establishing 

Coastal Economic Zones (CEZs) and Coastal Economic Units (CEUs) to attract 

logistics-intensive industries and significantly reduce logistics costs (Source 3.1, 3.2, 

3.3).  

 

A critical review of this literature, however, often points to a potential gap: the 

benefits of these mega-projects tend to be capital-intensive in the initial phase, and 

the anticipated "trickle-down" effect to the local MSME base (especially micro and 

small units) is frequently delayed or insufficient, creating a disparity between the 

core and the periphery. 

 

4.3 Cluster Dynamics, Ancillarisation, and Value Chain Integration 

 

4.3.1 The Efficacy of the Cluster Development Approach (MSE-CDP) 

The Indian government has adopted the Cluster Development Approach (CDA) 

through the Micro & Small Enterprises-Cluster Development Program (MSE-CDP) 
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as its core strategy to enhance MSME competitiveness The theoretical premise is 

that grouping enterprises spatially fosters Marshallian externalities such as shared 

knowledge, specialized labor pools, and collaborative services. The scheme supports 

both Soft Interventions (capacity building) and Hard Interventions (Common 

Facility Centres - CFCs, and Infrastructure Development - ID). 

 

However, multiple studies highlight significant implementation challenges across 

India: 

 

• Infrastructure Gaps: Despite funding for ID, land acquisition issues and 

deficiencies in essential infrastructure (power, water, drainage) remain 

prevalent  

• Coordination and Awareness: Lack of effective coordination and low 

awareness among MSMEs regarding the full scope of policy benefits often 

leads to underutilization of sanctioned funds and non-functioning CFCs.  

• Regional Disparity: The National Productivity Council’s evaluations have 

noted wide regional disparities in the success of the CDP, with many states, 

including those in the South, having a low completion rate of CFCs, 

suggesting that spatial proximity (APIIC parks) does not automatically 

translate into functional clustering. 

 

4.3.2 Challenges in Ancillarisation and Linkages 

A key indicator of successful industrial integration is ancillarisation, where 

MSMEs function as dependable suppliers for large anchor industries. Review papers 

on port-led industrial areas (Source 3.4, JNPT SEZ example) demonstrate that 

successful integration requires deliberate policy fostering. For MSMEs in Nellore, 

the literature identifies four major barriers to achieving these linkages: 

 

1. Quality and Technology Mismatch: MSMEs often employ obsolete 

technology, making it difficult to meet the stringent quality and 

technological standards required by power plants, large logistics firms, or 

major aqua exporters (Source 2.1). 

2. Access to Credit and Working Capital: The difficulty in securing 

affordable, long-term credit from formal institutional agencies like SIDBI is 

a perennial problem (Source 2.2, 3.5). This financial constraint prevents 

MSMEs from investing in the necessary machinery upgrades and 

maintaining the working capital buffers required to fulfill large-volume 

orders from major industrial clients (Source 2.1). 

3. Regulatory Burden and Compliance: The need to constantly adapt to 

changing regulations and bureaucratic inefficiencies in obtaining permits 

creates bottlenecks, diverting valuable time and resources away from core 

business activities (Source 2.1). 

4. Information Asymmetry: MSMEs frequently lack the awareness of tender 

processes, compliance requirements, and business opportunities advertised 

by the large enterprises in their vicinity. 
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5. The Policy-Implementation Nexus in Andhra Pradesh and Nellore 

 

5.1 Review of Andhra Pradesh MSME Policy (2020-2025 and 4.0) 

 

The state government’s industrial policy framework, including the recent AP 

MSME & Entrepreneur Development Policy 4.0 (2024-29), is highly proactive, 

aiming for ambitious targets like "One Entrepreneur, One Family" by 2030 

(Source 2.4). The policy offers a comprehensive set of incentives: 

 

• Fiscal Incentives: Reimbursement of stamp duty, capital subsidies (up to 

15%), and power cost reimbursement (Source 4.1). 

• Quality Certification Support: Subsidies for expenses incurred on quality 

certification and patent/trademark registration (Source 4.1). 

• Infrastructure Focus: Explicit recognition of the need to develop world-

class manufacturing clusters and 'Plug and Play' infrastructure, often 

leveraging private sector participation (Source 2.3). 

 

5.2 Critical Gaps in Policy Execution Specific to Nellore 

 

Despite the forward-looking policies, the on-ground implementation in the Nellore 

district reveals crucial gaps, often highlighted by local industry associations and 

official reports: 

 

• Infrastructure Deficit in MSME Parks: Recent official reviews indicate 

an ongoing directive to officials to "Focus on strengthening 

infrastructure in MSME parks" and to expedite works related to roads, 

water, and power facilities (Source 4.3). This suggests that many APIIC-

developed MSME parks, which are meant to provide ready-to-use 

infrastructure, may be incomplete or lack basic amenities necessary for 

efficient operation. 

• Land Use and Allotment: Literature often points to persistent problems 

with land allotment and land use conversion charges in AP (Source 4.1), 

which remains a significant hurdle for smaller enterprises attempting to 

formalize or expand operations in designated industrial areas. 

• Unregistered Units: Available statistics suggest that a substantial 

percentage of MSMEs operate informally, remaining unregistered (Source 

2.2). This limits their access to the very incentives (subsidies, credit 

guarantees) that the AP policies are designed to provide, reinforcing the 

dichotomy between the formal, incentivized industrial sector and the 

informal, local economy. 

 

6. Synthesis and Defining the Research Gap 

 

The reviewed literature establishes a robust theoretical case for MSME-led growth 

and the potential for large industrial corridors to serve as catalysts. Government 
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policies at both the central (MSE-CDP, Sagarmala) and state (AP MSME Policy 4.0) 

levels are strategically designed to harness this potential, especially in high-growth 

districts like Nellore. 

 

The critical research gap, however, lies at the intersection of policy execution 

and localized impact. While the literature extensively covers the challenges faced 

by MSMEs in AP (finance, technology, market access), there is a distinct lack of 

integrated, empirical research that specifically measures: 

 

1. The functional success of APIIC MSME Parks and clusters in Nellore, 

beyond mere land allotment statistics, by assessing the actual utilization of 

CFCs and the quality of promised infrastructure. 

2. The quantitative and qualitative degree of ancillarisation achieved 

between the dominant port/power/aquaculture mega-industries and the local 

MSME suppliers in Nellore’s key manufacturing sectors. 

 

7. Interpretation and Findings 

 

The systematic review of industrialization and the MSME sector in Nellore reveals a 

distinct policy-implementation gap despite the district's significant strategic position 

and aggressive state-level promotion. The findings are categorized into three core 

themes: the Industrial Structure and Policy Framework, MSME Challenges and 

Bottlenecks, and the status of Cluster Functionality and Ancillarisation. 

 

7.1 Industrial Structure and Policy Framework: A Dual Economy 

 

The interpretation of the existing literature suggests that Nellore operates as a dual 

industrial economy, characterized by two distinct segments: 

 
Segment Interpretation & finding Supporting Evidence 

Large-

Scale / 

Anchor 

Dominance of Capital-Intensive Mega-

Projects: Industrial growth is primarily 

top-down, driven by anchor infrastructure 

(Krishnapatnam Port) and capital-intensive 

sectors (Thermal Power, Steel, Bulk Aqua 

Processing). This indicates a focus on 

maximizing GSDP through large 

investments. 

Krishnapatnam Port as a major 

trade hub; concentration of large 

units in processed seafood, steel, 

and power; promotion of the 

region under the VCIC and 

Sagarmala. 

MSME 

Sector 

The Two Major Pillars: The MSME 

structure is dominated by Food and Agro-

based industries (rice mills, dairy, 

traditional aqua processing) and 

Engineering-based units (metal 

fabrication, spare parts) in terms of sheer 

number and employment. 

Disaggregated data shows Food 

and Agro-based, followed by 

Engineering-based industries, as 

the dominant groups in terms of 

units, investment, and 

employment. 

Policy Strong Policy Direction, High Visibility: State's focus on competitive 
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Segment Interpretation & finding Supporting Evidence 

Intent Andhra Pradesh policies (e.g., AP MSME 

Policy 4.0, AP Electronics Policy) are 

modern, comprehensive, and focused on 

Ease of Doing Business (EoDB), with 

mechanisms like the Single Desk. The 

intent is to link MSMEs to global value 

chains. 

MSMEs, online enablement (AP 

Single Desk), and ambitious 

employment/growth targets in 

policy documents. 

 

Interpretation: While policies create an enabling macro-environment, the actual 

structural composition of MSMEs remains anchored in traditional, agrarian, and 

local-demand sectors, suggesting limited penetration of the "high-tech" or "global 

value chain" focused policies. 

 

7.2 MSME Challenges and Bottlenecks  

 

Empirical research in Nellore consistently points to significant external and internal 

constraints that hinder the growth and global competitiveness of small-scale 

entrepreneurs: 

 

• Marketing Information & Competition: The lack of market information 

and fierce competition from existing, often informal, small industries were 

identified as major problems for entrepreneurs in Nellore. Most rely on cold-

calling and maintaining existing customer relationships rather than advanced 

digital or print media marketing. 

• Raw Material Scarcity/Cost: High price and availability issues of raw 

materials are a primary concern, directly impacting the profitability and 

production continuity of the local MSMEs, particularly those dependent on 

local agricultural or mineral inputs (granite, mica, aqua feed). 

• Finance and Technical Capacity: General challenges like the high cost of 

credit, lack of financial know-how (preventing effective use of government 

schemes or MSME loans), and technological obsolescence persist. The 

reliance on in-house training indicates a low utilization of government-

provided skill development programs. 

• Regulatory Reluctance: A significant finding suggests that a majority of 

surveyed entrepreneurs do not want to complain to government agencies, 

indicating deep-seated mistrust or dissatisfaction with the redressal 

mechanisms, despite the policy push for EoDB. 

 

7.3 Cluster Functionality and Ancillarisation Gaps  

 

This is the most critical area, highlighting the disconnect between the Mega-

Industrial structure and the local MSME base. 
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Area of 

Finding Interpretation Evidence from Review 

APIIC Park 

Functionality 

The Allotment-to-Production Gap: While 

APIIC successfully acquires and earmarks land 

for industrial use (including the MSME 

Narampeta Park), a significant portion of the 

allocated plots remain vacant or under-utilized. 

The presence of vacant land/plots across 

various Nellore IPs suggests that land 

allotment is not the final bottleneck; rather, the 

lack of developed infrastructure is. 

APIIC data shows 

allotted vs. units in 

production metrics, 

often showing a large 

gap (e.g., in Narampeta 

MSME Park, large 

number of vacant plots 

remain). 

Ancillarisation 

Status 

Limited Value Chain Integration: Despite the 

presence of large-scale enterprises (ports, 

power, steel) that should require local ancillary 

support, the local MSMEs primarily serve their 

own niche sectors (aqua, engineering 

fabrication for local use, handlooms). The 

benefits of the port largely flow to 

international/national logistics firms rather 

than deep local vendorisation. 

Literature mentions the 

scope for service 

providing MSMEs (tool 

rooms, testing centres, 

design centres) but 

lacks evidence of 

widespread, formalized 

ancillary linkages in the 

core sectors. 

Policy 

Execution 

Delays 

Policy Delivery is Slow: While policies for 

specialized infrastructure like Flatted Factory 

Complexes (FFCs) are proposed, the execution 

of Industrial Development (ID) projects and 

Common Facility Centres (CFCs) faces delays. 

This prevents MSMEs from accessing the 'plug 

and play' environment that would overcome 

their infrastructure and technology deficit. 

Reports indicate 

projects are often 

delayed, and there's a 

continuous need to 

"Focus on strengthening 

infrastructure in MSME 

parks," suggesting 

persistent basic utility 

and road issues. 

 

8. Conclusion  

 

The industrial development strategy in Nellore has succeeded in attracting capital-

intensive large industries but has largely failed to create robust, functional, and 

integrated MSME clusters. The growth remains uneven.  

 

Policy efforts focusing on EoDB address regulatory friction but often fail to 

overcome fundamental problems of raw material access, technology obsolescence, 

and functional infrastructure development within the designated MSME parks, 

which are essential for true value chain integration (ancillarisation) with the district's 

mega-industries. 
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