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Indian sponge iron industry is only 30 years old, having started 

in 80s with the introduction of Lurgi’s SL/RN technology. The 

first 30,000 TPA coal-based demonstration plant was set up at 

Paloncha, AP. In 1985 the government de-licensed sponge iron 

industry, encouraged scrap import, and gas based DRI plants. 

During 1985-95 three gas based plants were set up. In 2003-08, 

there was mushroom growth of sponge iron units due to rise in 

steelmaking capacities through EAF/IF route, and due to low 

availability and high price of steelmaking scrap. In 2009, due to 

deceleration of steel demand, short supply of iron ore and non-

coking coal, and environmental regulations, the industry is 

passing through a very difficult phase. 
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sponge iron industry. Secondly, there is short supply of raw 

material. NMDC, with 100% reserves of sponge iron grade 

in Bailadila, have more than 43% market share of non-

captive iron ore. But, it does not have any clear and 

transparent pricing mechanism. Sponge iron producers are 

getting about 7-8 MT non-coking coal from CIL against the 

requirement of 30 MTPA, meeting rest from open source 

and e-auctions. For smaller producers, importing coal is 

expensive, especially those located far from sea ports. 

There is also short supply of natural gas against total 

requirement of 7.64 mmscmd. But, APM allocation is only 

70%, and availability is hardly 15% of requirements. The 

shortfall is difficult to be met through imported LNG as it is 

3 times as expensive. 

Sponge Iron or Direct Reduced Iron (DRI) production of India 

tops the world. There are 3 gas based producers (total capacity 

8 MTPA) and 418 coal based producers (total capacity 26.6 

MTPA) in India. DRI contributes one-third of the country’s total 

steel production. Out of total DRI production in this country, the 

gas based route (only three producers) contributes a third. The 

gas based producers are located in the Western India due to 

availability of natural gas. Coal based producers (numerous 

small units) are mainly located in coal rich Eastern states of 

Odisha, Chhattisgarh, West Bengal and Jharkhand.  

The industry has several current problems. Until Dec’12 of 

2012-13, about 6.2 MT steel scrap and 5.4 MT of DRI/HBI were 

imported. HBI import from gulf countries is a threat to domestic 

To overcome these problems, the government should raise 

the import duty of scrap and HBI. Secondly, use of iron ore 

fines for pellet plant, and through beneficiation will reduce 

the problem of lump ore availability.  R&D activities should 

be enhanced to use iron ore slime and other grades such as 

Banded Hematite Quartzite (BHQ)/ Banded Hematite Jasper 

(BHJ). Thirdly, Rotary Hearth Furnace and Vertical Shaft 

Furnace may be employed for use of low grade raw material 

for sponge iron production. Finally, success of Jindal’s coal 

gasification plant in Angul, and use of syn gas may hold 

promise to this industry in future.  

There are also environmental issues. Production of every 

tone (T) of DRI requires about 1.7 T iron ore,   1.5 T coal, 

0.05 T dolomite, and 2 T water. In the process, it generates 2 

T CO2, 0.25 T dust, 0.3 T coal char, and 0.02 T SO2 & water 

vapour. Emission from rotary kiln has impact on air quality. 

The solid waste (char, lime, iron dust, ash) are dumped open 

along roadside or in surrounding agricultural land. Small 

plants (50-100 TPD) source power from external grid, and 

are more polluting than the larger ones (300-500 TPD), that 

generate power economically through Waste Heat Recovery 

Boiler (WHRB). 

Among other issues are inadequate supply of railway 

wagons, and insufficient road network for transportation. 

Moreover, shortage of skilled manpower in this industry is 

an endemic problem. 

 

 


