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VISAKHAPATNAM–CHENNAI INDUSTRIAL CORRIDOR: SUMMARY OF CONCEPTUAL 
DEVELOPMENT PLAN  

 
A. Context 

1. India’s services sector has played an anchoring role in driving both economic growth and 
job creation in recent decades; it is now also time for India’s manufacturing sector to be an 
engine of growth and jobs. Unfortunately, for many years now, the manufacturing sector has 
contributed only around 15% of gross domestic product (GDP) and 12% of employment. By 
comparison, the manufacturing sectors of the People’s Republic of China, Malaysia, Thailand, 
and Viet Nam account for nearly 25% or more of GDP. 
 
2. Recognizing the importance of a more dynamic manufacturing sector, the Government 
of India has unveiled the National Manufacturing Policy (NMP) and ‘Make in India’ initiative, 
which call for boosting the share of manufacturing to 25% of GDP and employing around 100 
million workers (from around 50 million today) by 2022. A unique opportunity to achieve the 
goals of the NMP exists via a second initiative of the government: the promotion of economic 
and industrial corridors. These corridors have the potential to kick start the country’s 
manufacturing sector and provide employment to millions entering the workforce, contributing 
significantly to the aim of NMP. The government’s ‘Made in India’ initiative also identifies 
economic corridors as policy instruments to spur manufacturing and overall economic growth. 
There are five major economic corridors that are at various stages of planning and 
implementation. 
 
3. While there have been various attempts to define economic corridors, it essentially 
involves the creation of an efficient multimodal transport network within a defined geography 
supported by quality infrastructure, logistics, a policy framework that facilitates doing business 
(e.g., trade facilitation), and setting up distribution networks that link production centers, urban 
clusters, and international geteways. Once created, these corridors facilitate growth by easing 
infrastructure bottlenecks, improving access to markets, stimulating trade and investment, and 
boosting productivity and efficiency through associated network externalities and agglomeration 
effects. 
 
B. Visakhapatnam–Chennai Industrial Corridor  

4. Visakhapatnam–Chennai Industrial Corridor (VCIC) in the above context is a key part of 
the planned East Coast Economic Corridor, India’s first coastal corridor. The corridor is aligned 
with the Golden quadrilateral and is poised to play a critical role in driving India’s new “Act East 
Policy.”  The corridor brings along the complementary components of economic corridor that 
includes: (i) a trade and transport corridor, (ii) production clusters producing goods for both 
consumption in the surrounding region and for global trade, and (iii) urban centers along the 
corridor. The nearly 800 kilometers corridor provides India the desired linkage with the 
Association of Southeast Asian Nations (ASEAN) economy that forms the bedrock of global 
manufacturing economy. The entire corridor is aligned in the state of Andhra Pradesh and 
traverses through nine districts. The corridor makes a significant contribution to India’s GDP and 
total manufacturing output.  
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Figure 1: East Cost Economic Corridor 

 
5. The strategy to develop VCIC is part of the plan to achieve accelerated development 
and regional industry agglomeration in the focus states. Regional industry agglomeration could 
be achieved by attracting companies in the value chain of other companies already based in the 
corridor, attracting particular industries that the corridor provides with geographical advantages, 
or building and maintaining advanced infrastructure to support industries. VCIC is thus intended 
to facilitate development of a well-planned and efficient industrial base served by world-class 
connectivity infrastructure. The availability of world-class infrastructure along the corridor shall 
also ensure increased private investment in manufacturing and industrial activity in the two 
states. Attracting more private companies, particularly second and third-tier manufacturing 
companies, will be effective in strengthening the global competitiveness of local manufacturers, 
thus promoting regional development. 
 
C. Study Approach and Summary of Findings  

6. The overall objective of this exercise is to craft a strategy for industrial transformation of 
the VCIC. The approach employed was to first identify the industries that will drive growth in 
VCIC and the nodes in which they will be strategically located, taking into account land 
availability. Of course, another key driver is infrastructure. As VCIC is a coastal corridor, ports 
play a significant role in the infrastructure strategy, as well as other industrialization enablers 
such as power and water supply. While their availability is a necessary condition for building a 
corridor, other critical elements include institutional frameworks, policies, and regulations that 
create a favorable investment climate, and the ease of doing business for investors, both 
domestic and foreign.  
 

 
Figure 2: Industrial Transformation of the VCIC 
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7. In this section, study’s approach and conclusions are briefly summarized with respect to 
the (i) selection of industries, (ii) selection of economic nodes, (iii) infrastructure strategy, and 
(iv) policies and regulations that improve the ease of doing business. 
 

1. Industrial Transformation in VCIC  

8. The objective of industrial transformation are:  (i) increasing the manufacturing sector’s 
contribution to state and national output, (ii) leveling regional industrialization, (iii) improving 
labor productivity, and (iv) enhancing regional and global competitiveness.   
 
9. To achieve these objectives of industrial transformation in VCIC, it is necessary to 
identify the right set of industries for promotion. These include industries that:  
 

(i) are projected to attain high growth rates driven by domestic and/or export 
demand, 

(ii) offer competitive and comparative advantages at both the state and country 
levels, 

(iii) create employment opportunities and drive wages higher, and 
(iv) are new and/or expanding, and can be attracted to the corridor (sunrise 

industries). 
 
10. A detailed analysis in two steps was undertaken to identify the following set of industries 
for development which are pharmaceuticals, auto and auto components, textiles metallurgy, 
chemicals and petrochemicals, and food electronics.  Besides identifying the right set of 
industries, connectivity infrastructure, logistics facilities, urban connectivity, and skilled 
manpower availability emerge as the key success factors from benchmarking globally 
successful industrial hubs. On the softer side, regulations and their implementation mechanisms 
are critical for realizing the full economic potential of any industrial corridor. 
 

2. Industrial Nodes in VCIC 

11. One of the objectives of the study was to identify suitable nodes for industrial 
development within the corridor area. The study team has carried out (i) identification of the land 
parcels available with the government and in private industrial parks, and (ii) analysis of 
potential nodes for development using “must have” and “good to have” criteria. Based on the 
above two-step framework for node identification, the following nodes were identified for 
industrialization in VCIC: 
 

Table 1: Nodes for Industrialization in VCIC 
 
Sr. 
No. Node Clusters District 

Area 
(acres) 

1 Vishakhapatnam Pydi Bhimavaram, Bheemunipatnam, 
Atchutapuram, Nakkapalli 

Vishakhapatnam  11,300 

2 Kakinada Kakinada  East Godavari 10,000 
3 Amaravati region Kankipadu, Gannavaram Krishna 5,500 
4 Yerpedu, 

Srikalahasti 
Yerpedu, Srikalahasti Chittoor 9,280 

 
3. Enabling Competitive Manufacturing through Infrastructure Development 
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12. The node-based industrialization strategy proposed for VCIC is targeted to achieve 
regional and global competitiveness. Infrastructure development is one of the most important 
levers needed to attain this core objective.  The focus has been on assessing the current state 
of infrastructure, both in terms of quantity and quality across categories, and identifying critical 
capacity gaps and other issues. This assessment was then compared with a supply-side 
assessment of key initiatives at various stages of execution in the pipeline. The initiatives were 
assessed for their strategic importance for VCIC, as well as for their readiness for 
implementation. Using this sequential assessment, a near-term roadmap was developed and 
the approach adapted to the specific context of different infrastructure categories.  Around 46 
connectivity projects were identified for implementation using the above approach. The 
framework presented below focused on corridor and node specific infrastructure requirements. 
 

 
Figure 3: Framework for Assessment 

 
 
13. Strengthen existing spinal routes. Existing spinal routes should be upgraded with 
state-of-the-art connectivity to enable ports and industries in the region to become integrated 
within the overall East Coast Economic Corridor network. Some of the projects that are 
considered for this purpose include the 6-laning of the entire stretch of NH5, a parallel 
expressway close to the coastline, and a dedicated freight corridor (DFC) on the Chennai–
Kolkata route.   
 
14. Strengthen the grid network. The grid network should provide cross-connectivity 
between important linearly aligned National Highway and trunk rail routes to reduce the overall 
time, cost, and distance of evacuation of cargo from gateways and nodes to the hinterlands. For 
this purpose, a select set of road and rail links are proposed to fill the existing gaps in cross-
connectivity. 
 
15. Port-centric strategy. The port-centric development strategy aims to align with large-
scale, manufacturing-led economic development through the nodes and integrate India into 
global manufacturing supply chains. The port development strategy should target brownfield 
development of two or three mega container ports close to the nodes (primary candidates are 
the Visakhapatnam–Gangavaram and Krishnapatnam clusters), with the ability to handle large 
container vessels of 10,000+ twenty-foot equivalent units and the necessary supporting multi-
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modal connectivity and supply chain and logistics infrastructure. From a bulk cargo perspective, 
the state may enable port capacity creation across the coastline by prioritizing movement of 
energy cargo (thermal coal, liquid natural gas) that will be important for the development of the 
VCIC region.  
 
16. Airport strategy. In the short- to medium-term, sufficient capacity exists to cater to the 
expected base demand. Therefore, the strategy should be focused on enhancing the base 
demand by incentivizing direct airline services to the existing airports through service upgrades 
and operational de-bottlenecking, and considering the short distance to the neighboring airport 
hubs (three of India’s top six international airports), facilitating excellent road connectivity to 
these hubs from the cities and cargo-generating centers is likely to be more capital efficient in 
the short-term. In the long-term (beyond 10 years), master-planning of the VCIC region should 
consider demand from business-induced scenarios resulting from political developments in the 
overall state, development of the coastal corridor, and additional economic investments. 
 
17. Energy and water strategy. Power availability, rather than the cost of power, is a more 
critical challenge in the VCIC region, which is part of India’s southern grid in the country. The 
southern grid had India’s highest levels of energy and peak shortages in 2013–2014 at 6.8% 
and 7.6%, respectively. In this manner, a set of projects for immediate-, medium-, and long-term 
execution were identified. Twenty-nine generation projects have been proposed in the region 
over the next 10 years with cumulative capacity of nearly 34 gigawatts. Fifty-one transmission 
projects have also been proposed over the same period with evacuation capacity of close to 22 
gigawatts. The addition of generation capacity is expected to be dominated by independent 
power producers, whereas transmission capacity will come predominantly through state 
investments. In order to increase the reliability and availability of industrial water in the state of 
Andhra Pradesh, the following steps are required: (i) identify need for new reservoirs or 
desalination projects in areas with poor surface water availability; (ii) develop reservoirs at key 
industrial nodes; (iii) focus on water use efficiency to increase productivity in the shortlisted 
industry sectors; (iv) introduce water recycling in the shortlisted industries based on international 
standards; and  (v) rationalize and/or remove differential. 
 
18. Beyond investments in physical infrastructure, the study also recommended changes in 
the regulatory framework to improve the investment climate and provide ease of logistics. This 
can be done by implementing technology; providing single window; reduce burden of 
inspections for starting, operating and closing business in Andhra Pradesh; as well as the ease 
of logistics to provide to industries by providing integrated check posts and bringing in uniformity 
on entry taxes and documentation.  


