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ABSTRACT 

The Micro, Small, and Medium Enterprises (MSME) sector is a critical catalyst for regional economic 

development, industrial diversification, and equitable employment generation. In the Indian state of Andhra 

Pradesh, the MSME ecosystem is undergoing a structural transformation, driven by targeted industrial policies, 

cluster-based infrastructure development, and a strategic pivot toward formalization and global value chain 

integration. This comprehensive report presents a rigorous examination of the MSME clusters in Andhra Pradesh, 

contextualized within the state's ambitious "Swarna Andhra Pradesh" Vision 2047 and the newly promulgated 

Andhra Pradesh MSME & Entrepreneur Development Policy 4.0 (2024-29). Utilizing a desk-based analytical 

approach grounded in regional agglomeration theory and secondary Input-Output (I-O) economic data, this study 

executes an exhaustive SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis of the state's 

industrial landscape. Furthermore, it incorporates detailed empirical case studies of distinct agglomerations—

including the Palasa cashew processing cluster, the Kondapalli artisan toy cluster, the East and West Godavari 

refractory cluster, and the legacy Vijayawada Auto Nagar industrial estate. The findings indicate that while the 

state possesses formidable strengths in policy architecture, female labor participation, and geographic positioning, 

it faces severe systemic vulnerabilities regarding legacy infrastructure decay, raw material sustainability, 

environmental pollution in agro-processing, and deep-seated credit market asymmetries. Ultimately, this report 

synthesizes these dynamics to offer strategic imperatives for policymakers and industry stakeholders, aiming to 

foster an inclusive, globally competitive MSME ecosystem. 

Keywords: MSME Clusters, Andhra Pradesh, Swot Analysis, Industrial Policy, Agglomeration Economics, 

Regional Development, Sfurti. 

 INTRODUCTION 

The global economic architecture relies fundamentally on the vitality of Micro, Small, and Medium Enterprises 

(MSMEs). Acknowledged universally as the primary engines of economic growth, MSMEs account for 

approximately 50 percent of global Gross Domestic Product (GDP), represent 90 percent of all registered 

businesses, and generate roughly 70 percent of total employment.1 Within the macroeconomic framework of 

India, the sector mirrors this global significance, contributing approximately 30 percent to the national GDP, 

driving 48 percent of aggregate export volumes, and serving as the primary source of livelihood for over 110 

million individuals.2 

Against this national backdrop, the state of Andhra Pradesh has positioned itself as a critical geographical node 

for industrial clustering and MSME development. Empirical inter-state analyses rank Andhra Pradesh 4th 

 
1 Ministry of Micro, Small and Medium Enterprises. (2024). Annual Report 2023-24. Government of India. 
2 Ibid.  
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nationally in the Index of Cluster Development, highlighting its robust networking enterprise growth, fixed assets, 

and gross output parameters.3 As of early 2024, the state documented approximately 9.3 lakh registered MSMEs 

via the federal Udyam registration portal, enterprises which collectively drive 28.3 percent of the state’s total 

export output.4 However, official state data and broader economic estimates suggest a significantly larger footprint 

of over 21 lakh MSMEs when accounting for the unregistered informal economy.5 These enterprises act as the 

foundational bedrock for regional poverty alleviation, the reduction of spatial economic imbalances, and the 

equitable distribution of wealth.6 

The contemporary industrial strategy of Andhra Pradesh is deeply intertwined with the economic theory of 

industrial agglomeration. Cluster development has been empirically validated as a mechanism to generate 

economies of scale, foster knowledge spillovers, and enable highly specialized labor market pooling.7 The state's 

MSME landscape is overwhelmingly characterized by micro-enterprises, which constitute roughly 97 percent of 

all formally registered units and absorb 92 percent of the sector's total workforce.8 Geographically, approximately 

70 percent of all MSMEs are localized in top industrial districts such as Visakhapatnam, Krishna, Guntur, 

Ananthapur, and the Godavari districts.9 

Currently, Andhra Pradesh is navigating a critical economic transition. Under the ambitious "Swarna Andhra 

Pradesh" macroeconomic framework, the state government envisions the industrial sector's share of the State 

Gross Domestic Product (GSDP) expanding from an estimated USD 80 billion to an unprecedented USD 760 

billion by the year 2047.10 To catalyze this, the state enacted the highly formalized, cluster-centric Andhra Pradesh 

MSME & Entrepreneur Development Policy 4.0 (2024-29), mandating "One Entrepreneur, One Family" by 

2030.11 

Research Gap and Contribution 

 
3 Das, S., & Srinivasan, K. (2025). Cluster Development of MSME Sector in India: An Inter-State Analysis. IITM 

Journal of Business Studies. 

4 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29). Government of Andhra Pradesh. 

5 Ministry of Micro, Small and Medium Enterprises. (2024). Udyam Registration Dashboard. Government of 

India. 

6 Das, S., & Srinivasan, K. (2025). Cluster Development of MSME Sector in India: An Inter-State Analysis. 

7 UNIDO. (2021). Cluster approach for development of MSME sector in India. United Nations Industrial 

Development Organization. 

8 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29). 

9 NITI Aayog. (2020). Enhancing Competitiveness of MSMEs in India. Government of India. 

10 NDTV Profit. (2025, July 16). 'Swarna Andhra Pradesh': Chandrababu Naidu Unveils $2.4-Trillion Vision For 

2047. 

11 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29). 
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While existing literature extensively explores regional MSME development and agglomeration theory broadly, 

there remains a critical research gap in synthesizing the newly promulgated AP MSME Policy 4.0 with ground-

level empirical realities. Existing academic studies often analyze cluster performance in isolation from 

contemporary state-specific policy shifts. This study makes a distinct academic contribution by bridging 

macroeconomic policy targets with micro-level operational bottlenecks through a structured SWOT framework 

and targeted case studies, providing an updated, evidence-based evaluation matrix for policymakers. 

Objectives of the Study 

The primary objective of this research is to systematically evaluate the structural, operational, and strategic 

dynamics of MSME clusters within Andhra Pradesh. To achieve this overarching goal, the study is guided by the 

following specific objectives: 

To map and analyze the geographic and sectoral distribution of MSME clusters across the diverse economic 

regions of Andhra Pradesh. 

To conduct an exhaustive SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis of the state's 

MSME ecosystem, identifying internal capabilities and external market dynamics. 

To critically evaluate the policy architecture governing the sector, focusing on the provisions of the AP MSME 

Policy 4.0. 

To examine the operational ground realities and systemic bottlenecks of distinct cluster typologies through 

targeted empirical case studies. 

To synthesize the findings into actionable, strategic recommendations for policymakers and industry stakeholders. 

 Scope of the Study 

The scope of this investigation is defined by geographical, sectoral, and temporal boundaries. Geographically, the 

research is strictly confined to Andhra Pradesh, encompassing its three primary economic zones: North Coastal, 

Central Coastal, and Rayalaseema.12 Sectorally, the study encompasses modern manufacturing zones managed 

by the Andhra Pradesh Industrial Infrastructure Corporation (APIIC), agro-processing zones, and heritage-based 

artisan clusters supported by the Scheme of Fund for Regeneration of Traditional Industries (SFURTI).13 

Temporally, the analysis heavily weights recent policy shifts enacted for the 2024-2029 policy cycle. 

METHODOLOGY OF THE STUDY 

To fulfill the research objectives, this study employs a rigorous secondary-data and desk-based analysis grounded 

in regional economic theory, strategic management paradigms, and a multiple case study design. 

 Data Acquisition and Synthesis 

The quantitative and qualitative foundations of this report rely entirely on secondary datasets aggregated from 

verified governmental, institutional, and peer-reviewed sources. Primary data repositories include the federal 

 
12 The Hindu. (2024). "A.P. targets 45 MSME clusters under Cluster Development Programme".  
13 Ministry of Micro, Small & Medium Enterprises. (2025). Scheme of Fund for Regeneration of Traditional 

Industries (SFURTI) Guidelines.  
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Udyam Registration portal, reports from the Micro and Small Enterprises - Cluster Development Programme 

(MSE-CDP), and state-specific data from APIIC and the AP MSME Development Corporation.14 

Analytical Framework 

The core analytical instrument utilized is the strategic SWOT framework. Furthermore, rather than generating 

original mathematical modelling, the study applies Input-Output (I-O) multiplier findings from existing academic 

literature to establish the economic significance and employment impacts of specific MSME sectors within the 

state.15 

Case Study Approach 

To bridge the gap between policy and reality, the study adopts a multiple-case study design covering four distinct 

clusters: Palasa Cashew Processing (Agro-processing), Kondapalli Wooden Toys (Traditional Artisan), 

Vijayawada Auto Nagar (Legacy Heavy Engineering), and the Godavari Refractory Cluster (Mineral Processing). 

Each case study is systematically evaluated using an eight-point standardized criteria matrix. 

 The Landscape of MSME Clusters In Andhra Pradesh 

The spatial distribution of MSMEs in Andhra Pradesh exhibits distinct regional specializations. The North Coastal 

districts are earmarked for sectors such as cashew processing and polymers. The Central Coastal districts are 

dominated by food processing and advanced engineering fabrication. Conversely, the Rayalaseema districts 

present a robust concentration of mineral processing, wooden toys, and power looms.16 

 Infrastructure Development via APIIC and MSE-CDP 

The Andhra Pradesh Industrial Infrastructure Corporation (APIIC) serves as the primary nodal agency for 

establishing specialized industrial parks, heavily leveraging the central government's MSE-CDP to fund Common 

Facility Centres (CFCs). 

Table 1: Prominent Industrial Clusters under MSE-CDP Framework 

Cluster 

Location 

District Type of Cluster Project Cost 

(Lakhs) 

GoI Grant 

(Lakhs) 

Makavaripalem Visakhapatnam Aluminum & General 

Engg. 

2771.70 800.00 

Kopparthi Y.S.R. Kadapa Engineering Cluster 2149.75 800.00 

Gandrajuaplli Chittoor Silk & Garments 3985.31 800.00 

Mangalagiri Guntur General Engg Park 2537.52 800.00 

Machilipatnam Krishna Imitation Jewellery 1529.03 743.54 

Palasa Srikakulam Cashew Park 656.58 656.58 

Source: Synthesized from APIIC and MSE-CDP data.17 

 

 
14 Andhra Pradesh Industrial Infrastructure Corporation (APIIC). (2024). Industrial Clusters Annual Report.  
15 Rao, M. K. (2025). Economic Contribution of MSME Clusters to Andhra Pradesh GDP. International Journal 

of Business and Management Applied Sciences, 13(1), 19-33.  
16 The Hindu. (2024). "A.P. targets 45 MSME clusters under Cluster Development Programme".  
17 Ministry of Micro, Small & Medium Enterprises. (2024). Development Commissioner MSME: MSE-CDP.  
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Artisan and Traditional Industry Agglomerations (SFURTI) 

The formalization of traditional village industries is managed through SFURTI. In Andhra Pradesh, the scheme 

has been highly impactful, with the commissioning of 16 major clusters directly benefiting nearly 13,498 rural 

artisans.18 Empirical evaluations of these SFURTI clusters demonstrate an 83 percent increase in artisan income.19 

Strategic SWOT Analysis of MSME Clusters 

To evaluate the systemic viability of the MSME zones, an exhaustive SWOT analysis is required. For the purpose 

of this strategic framework, criteria are defined as follows: Strengths denote internal systemic advantages; 

Weaknesses represent internal infrastructural or operational deficits; Opportunities encompass external market, 

technological, or policy shifts favorable to growth; and Threats involve external macroeconomic, ecological, or 

regulatory risks. 

StrengthsHigh  

Economic Multiplier Effects 

Secondary Input-Output (I-O) analyses of MSME clusters in AP indicate exceptional economic multipliers. Agro-

processing and textiles lead in employment generation (multipliers of 2.20 and 2.35), while engineering goods 

clusters deliver the highest output multiplier (1.92).20 

Robust Policy Architecture 

 The AP MSME Policy 4.0 addresses high entry barriers by offering a base capital subsidy of 25 percent of Fixed 

Capital Investment (FCI), capped at INR 7 crores for medium  enterprises.21 

High Female Labor Force Participation 

Udyam demographic data indicates that 49 percent of all registered MSMEs in the state are women-led, 

substantially outperforming the national average of 33 percent.22 Specific clusters, like Palasa cashews, rely 

almost exclusively (90%) on a female labor force.23 

Weaknesses 

Infrastructural Obsolescence in Legacy Estates 

While greenfield parks are developed, legacy industrial estates suffer from severe infrastructural decay. For 

example, the Vijayawada Auto Nagar suffers from inadequate drainage and severe waterlogging, causing a 

 
18 Ministry of Micro, Small & Medium Enterprises. (2024). SFURTI Clusters: State-wise Overview. 
19 Ministry of Micro, Small & Medium Enterprises. (2025). Scheme of Fund for Regeneration of Traditional 

Industries (SFURTI) Guidelines.  
20 Rao, M. K. (2025). Economic Contribution of MSME Clusters to Andhra Pradesh GDP.  
21 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29). 
22 NDTV Profit. (2025, July 16). 'Swarna Andhra Pradesh': Chandrababu Naidu Unveils $2.4-Trillion Vision For 

2047. 
23 Sharma, R., et al. (2025). Air Quality Management for Cashew Nut Industries (Cluster). Environmental Science 

& Pollution Research. 
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massive contraction in active units.24 

Severe Asymmetries in Credit Penetration:  

A proportionately large cohort of MSMEs in Andhra Pradesh are categorized as "new-to-credit," leaving 

unregistered micro-enterprises reliant on informal local money lenders.25 

Deficits in Collective Branding 

Agglomeration economics theorizes that proximity leads to collective marketing; however, entrepreneurs 

predominantly opt for fragmented branding strategies rather than harnessing unified "cluster brands," increasing 

consumer search costs.26 

Opportunities 

Transition to Green Manufacturing 

 Andhra Pradesh is launching a massive Energy and Water Efficiency Programme for MSMEs in partnership with 

EESL to deploy energy-efficient machinery and establish AP as a green manufacturing hub.27 

Deep-Tech Incubation 

 Initiatives like the newly announced Ratan Tata Innovation Hub aim to foster deep-tech startups and rural 

innovation through dedicated Seed Funds.28 

Global Value Chain (GVC) Integration 

AP Policy 4.0 aims to integrate 500+ "MSME Champions" directly into GVCs, transitioning them into Tier-2 

suppliers for multinational OEMs.29 

Threats 

Macroeconomic Volatility and ESG Pressures 

 Indian MSME exporters face severe external threats from non-tariff protectionist measures deployed by 

developed economies under the guise of Environmental, Social, and Governance (ESG) mandates. Furthermore, 

domestic compliance rules, such as the SEBI Business Responsibility and Sustainability Reporting (BRSR) 

mandate, are increasingly pushing strict value-chain ESG compliance down to Tier-2 and Tier-3 MSME suppliers, 

risking market exclusion for under-capitalized units.30 

 

 
24 The Hindu. (2015, November 7). "Far behind industrial township peers".  
25 NITI Aayog. (2020). Enhancing Competitiveness of MSMEs in India.  
26 Rao, P., & Kumar, S. (2023). Entrepreneurial cluster branding influencing the sustainable Cashew market. 

Journal of Entrepreneurship and Sustainability.  
27 The Hans India. (2023). "AP to Launch India's Largest MSME Energy & Water Efficiency Programme".  
28 Ratan Tata Innovation Hub (RTIH). (2024). RTIH Andhra Pradesh Initiative Overview.  
29 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29).  
30 DLV ESG. (2026). 2026 ESG Regulations in India: What Your Business Needs to Know.  
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Raw Material Scarcity 

 Heritage-based clusters face existential threats from natural resource depletion, threatening traditional 

livelihoods.31 

Uneven Regional Development 

 Industrialization and MSME capital allocation remain heavily concentrated in coastal districts like 

Visakhapatnam, risking deeper regional economic imbalances and leaving hinterland regions lagging.32 

 SWOT Summary Matrix 

Table 2: SWOT Summary Matrix and Policy Implications 

Factor (SWOT) Evidence/Source Affected 

Cluster(s) 

Policy Implication 

Strength: High 

Female Labor 

Participation 

Udyam Data: 49% women-

led (NDTV Profit, 2025) 

Palasa Cashews, 

Textiles 

Maintain/increase 10% capital 

subsidy premiums for female 

entrepreneurs. 

Weakness: Legacy 

Infrastructure Decay 

Unit contraction data (The 

Hindu, 2015) 

Vijayawada 

Auto Nagar 

Allocate dedicated legacy 

revitalization funds independent of 

greenfield budgets. 

Opportunity: 

ESG/Green Tech 

Integration 

EESL Audit mandate (The 

Hans India, 2023) 

Godavari 

Refractory, 

Palasa 

Mandate and subsidize clean-tech 

deployment to meet global GVC 

standards. 

Threat: Raw Material 

Scarcity 

Depletion of Tella Poniki 

wood (NTR Admin, 2024) 

Kondapalli 

Wooden Toys 

Institute state-backed Raw Material 

Banks and commercial afforestation 

programs. 

In-Depth Cluster Case Studies 

 Case Study The Palasa Cashew Processing Cluster (Agro-Processing) 

Background 

Established around 1940 in the Srikakulam district, serving as a vital agro-based processing hub. 

Economic Significance 

Comprises 450-500 units, supporting the livelihoods of 15,000-20,000 families. 

Major Strengths 

Utilizes a highly dedicated workforce that is 90 percent female, fostering direct rural economic empowerment. 

 
31 NTR District Administration. (2024). Kondapalli Bommalu Heritage Profile.  
32 AskFilo. (2026). Review the Industrial Policies of the Government of Andhra Pradesh.  
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Major Weaknesses 

Technologically reliant on outdated drum roasting; fragmented individual branding strategies limit market reach. 

Major Opportunities 

EESL energy efficiency initiatives to modernize roasting techniques and reduceoperational costs. 

Major Threats 

 Aging crop base reducing yields; severe local air pollution from roasting emissions. 

Available Evidence 

 Empirical air quality studies indicate PM concentrations up to 1468 mg/Nm3 (Sharma et al., 2025); cluster 

branding literature (Rao & Kumar, 2023).33 

Recommended Interventions 

 Urgent replacement of open drum roasting with bio-gasifiers and the collective monetization of a Geographic 

Indication (GI) brand. 

Case Study  Kondapalli Wooden Toys (Traditional Artisan) 

Background 

Situated in the NTR District, tracing a 400-year artisan heritage of crafting mythology-based toys. 

Economic Significance 

 A vital rural employment generator holding a recognized Geographical Indication (GI) status since 2006. 

Major Strengths 

 Deeply rooted traditional skill sets and established cultural prestige. 

Major Weaknesses 

Heavy reliance on manual labor with stagnant market pricing structures. 

Major Opportunities 

 SFURTI interventions to establish modern Common Facility Centres (CFCs). 

Major Threats 

Rapid ecological depletion of lightweight Tella Poniki wood; competition from machine-made plastic toys. 

 

 
33 Sharma, R., et al. (2025). Air Quality Management for Cashew Nut Industries; Rao, P., & Kumar, S. (2023). 

Entrepreneurial cluster branding.  
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Available Evidence 

Government heritage profiles and SFURTI cluster evaluation data showing 83% income potential post-

intervention.34 

Recommended Interventions 

Establishment of raw material banks and long-term commercial afforestation partnerships with the Forest 

Department. 

 Case Study 3: Vijayawada Auto Nagar (Heavy Engineering) 

Background 

 Established in 1966, it historically grew into the largest cluster of automobile industries in Asia. 

Economic Significance 

Served as the heavy engineering backbone of the state, previously housing over 8,000 units. 

Major Strengths 

Centralized geographic location and deep existing backward linkages. 

Major Weaknesses 

Unplanned expansion leading to severe overcrowding, inadequate drainage, and pothole-ridden infrastructure. 

Major Opportunities 

Development of Special Purpose Vehicles (SPVs) like the Vijayawada Auto Cluster Development Company. 

Major Threats: Complete cluster obsolescence and capital flight to newer greenfield parks. 

Available Evidence 

Media and field reports documenting the contraction of independent units to fewer than 5,000.35 

Recommended Interventions 

Execution of dedicated, multi-crore infrastructural revitalization projects focusing heavily on drainage and 

internal transit routes. 

Case Study 4: Godavari Refractory Cluster (Mineral Processing) 

Background 

 Located across Rajahmundry, representing a highly specialized, resource-dependent heavy manufacturing zone. 

 

 
34 Ministry of Micro, Small & Medium Enterprises (2025); NTR District Administration (2024).  
35 The Hindu. (2015, November 7). "Far behind industrial township peers".  
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Economic Significance 

Consists of 26 MSME units producing high-temperature refractories (62,530 tonnes annually) with a Rs 36 crore 

turnover. 

Major Strengths 

 Strategic proximity to localized mineral supply chains. 

Major Weaknesses 

Extreme reliance on traditional, coal-fired Downdraft (DD) kilns. 

Major Opportunities 

 Integration into state-backed ESG and green-manufacturing compliance programs. 

Major Threats 

 Rising coal costs and increasing national/international environmental regulatory scrutiny. 

Available Evidence 

 Industrial audits indicating energy consumption of 9,940 tonnes of oil equivalent (toe), predominantly coal.36 

Recommended Interventions 

Transitioning units from DD kilns to energy-efficient technologies to align with global ESG standards. 

Synthesis of Policy Mechanisms: AP MSME Policy 4.0 

The myriad SWOT factors find their intended resolution matrix within the Andhra Pradesh MSME & 

Entrepreneur Development Policy 4.0 (2024-29). The policy sets ambitious KPIs, including attracting INR 50,000 

Crores in investment, generating over 5 Lakh jobs, and doubling exports to USD 12 Billion.37 

A critical analytical insight is the policy's decisive shift toward an enabling, market-driven stance. By capping 

combinatory incentives at 75 percent of Fixed Capital Investment (FCI) and mandating ESG compliance, the state 

ensures entrepreneurs retain operational responsibility while future-proofing the economy against non-tariff trade 

barriers. 

LIMITATIONS OF THE STUDY 

While this desk-based analysis provides a comprehensive overview, methodological limitations exist. The reliance 

on formal registries (Udyam, APIIC) inherently excludes unregistered micro-enterprises, underrepresenting true 

employment scales. Furthermore, as Policy 4.0 was promulgated in late 2024, actualized capital disbursements 

remain projective, and granular, longitudinal financial data on individual units remains sparse. 

 

 
36 Sameeeksha. (2023). East and West Godavari Refractory Manufacturing Cluster Profile.  
37 Department of Industries and Commerce. (2024). Andhra Pradesh MSME & Entrepreneur Development Policy 

4.0 (2024-29). 
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STRATEGIC RECOMMENDATIONS AND CONCLUSION 

The MSME sector in Andhra Pradesh stands at a critical historical inflection point. Based on the synthesis of 

secondary data and the SWOT framework, several strategic imperatives emerge: 

Accelerate Cluster Branding 

Aggressively transition agro-clusters from fragmented sales to unified cluster brands (monetizing GI tags) to 

enhance global market penetration. 

Deploy Clean Technologies 

 Utilize EESL programs to subsidize bio-gasifiers and modern exhaust systems to counter particulate matter 

emissions. 

Institutionalize Raw Material Security 

 Establish Raw Material Banks for resource-dependent artisan clusters. 

Modernize Legacy Estates 

Deploy dedicated infrastructure revitalization funds for decaying urban estates like Vijayawada Auto Nagar. 

Alternative Credit Underwriting 

Encourage financial institutions to adopt alternative data models to bridge the credit gap for unregistered micro-

enterprises. 

In conclusion, the promulgation of Policy 4.0 signifies a calculated pivot toward global integration. However, 

realizing this vision is contingent upon the meticulous execution of localized cluster interventions, rapid 

infrastructure modernization, and a commitment to ESG-compliant practices. 
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