A REPORT ON THE SPONGE IRON INDUSTRY

Stories from Chhattisgarh, Orissa and Jharkhand

India is one of the hot spots for iron ore extraction and for the past three years has been the largest producer of Sponge Iron (SI) in the world. Sponge iron also known as direct reduced iron is extracted from iron ore and is used in the making of steel. With the rise in the global demand for steel over the past few years the sponge iron industry has also seen a boom. 

To facilitate growth of the steel industry, in 1985 the government has delicensed the iron and steel industry and removed it from the list of industries reserved for the public sector. Over the years pricing and distribution of steel have also been deregulated. To support availability of adequate finance, 100 per cent Foreign Direct Investment is permitted in this sector under the automatic route. Customs duty on raw materials has been progressively reduced to meet the requirement of the industry as also to reduce the cost of production of steel.

These subsidies and de-licensing have heightened the growth of sponge iron industry in India. On one hand, steel giants of the world like POSCO, Mittal and domestic dominants of steel market Tata, Jindal, have already routed huge investments (in crores) in sponge iron and steel industry. On the other hand, according to the website http://www.steelworld.com/a%20nerve.htm 60 % of the sponge iron units are actually small- scale industries. “Some of these are unreported fly by night companies. Hence, it is quite impossible to ascertain the total number”!

The Central Eastern belt of the country endowed with rich-mineral resources, including the states of Orissa, Chhattisgarh, Jharkhand and West Bengal, are the key regions for the growth of this industry. Chhattisgarh is endowed with rich deposits of non-cooking coals suited to sponge iron manufacturing. Iron ore is also available in neighboring state of Orissa. As a result, several mini sponge iron plants (nearly 30) have started in this region and many others are in the pipeline.

In Chhattisgarh, the state government, in the last five years, has signed a series of MoUs with various industries for the production of Sponge Iron. Leading amongst these is the Jindal Power and Steel Limited which also happens to be the world’s largest producer of coal based sponge iron with a plant of 650,000 TPA capacity based in Raigarh town. Around 50 sponge iron plants exist around a radius of 15 kilometers in the Raigarh town. In Orissa, 25% and 23% of iron ore and coal reserve are available. About 130 sponge iron factories are already functioning in Mayurbhanj, Keonjhar and Sundergarh Districts of the state and many more are in process.

Key Issues 

Since the year 2000, spontaneous as well as organized movements have come up in these regions against these SI plants. These are areas, which apart from being mineral rich, are also forest rich and dominated by tribal and forest dwelling communities dependent on subsistence agriculture for their survival. The key issues of protest have been - land grabbing by these industries, and air and water pollution impacting health, agricultural produce, water sources, and livestock grazing fields and the local livelihoods. 

Pollution

Sponge iron is cheaper because it is just a direct reduction from iron and not high quality steel as produced in integrated steel plants. Air Pollution is one of the biggest hazards of this plant. The effects show within six months of functioning. Sponge Iron plants’ emissions contain cadmium, nickel, hexavalent chromium (most dangerous through air and water), arsenic, manganese and copper. The heavy metals in this particulate matter are most dangerous. These emissions like oxides of Sulphur cause quick damage to fruit trees and the agricultural harvest. Lichens are the quickest to disappear with this kind of pollution. The human lungs and agriculture produce are most affected. The problem is worsened because these plants are medium and small-scale and don’t have any capacity to deal with hazardous processes and wastes. They do not install pollution control equipments because their costs escalate. What is worse is that the Pollution Control Board (an almost dysfunctional body!) has not been able to monitor this pollution. It has never done any heavy metal analysis, especially in states like Chhattisgarh and Orissa.

Employment and livelihoods

Employment in these SI plants is of a contractual, non-permanent and unskilled nature. Most of the labour is required in the initial phases of the industry being set-up. Employment promised at the time of commencement of the plant in the area, is never met once that plant starts functioning. The Sponge Iron Manufacturers Association of Orissa claims that 37, 000 people have been employed in these plants. On the other hand, a study conducted by a group called Orissa Jan Sangathan indicates that almost 2 lakh people are affected adversely by these plants in the six districts of Orissa. While the Supreme Court has recognized that loading and unloading is perennial work, this is still done under contract rather than employment by these companies. This further makes the company unaccountable towards the health risks faced by the workers in these plants. In July 2005, in an incident at the Jindal Steel Plant in Raigarh, 6 people died in an accident on the plant and the company could not be held accountable as the labourers were employed by the local contractors.

Policy flaws
The state policies – industrial, tribal, land, water and power related – have made many concessions for these industries. They are being encouraged to set up captive mines as well as captive power plants. Sponge Iron is a small-scale industry in Chhattisgarh – and therefore highly subsidized. The project planning does not include disposal or waste management plans. The Jharkhand Industrial Policy 2001 talks of special incentives for industries like “exemption from environmental clearance” and there is no policy for how they would contribute to the local economy or adhere to pollution control practices.

Violation of laws

There have been legal violations in the setting up of these plants. The major violations relate to 

Land Acquisition in Schedule V areas – PESA, EIA Notification 1994 – Environment Clearance Law (The industry is listed in Category A/B) Environmental regulations not complied to (and the PCBs lack the capacities as well as the will for regular technical surveillances).

In Orissa the most affected district is Sundergarh where almost 50 of these plants are situated. The district inspite of being a Schedule V area is facing a situation where land is being transferred to these companies without NoCs from the Gram Sabha. Even in areas where Gram Sabhas have attempted to oppose, they have not been supported by the local administration. An example is of Ratanpur (Orissa) village where Mahavir Hi-tech Sponge Iron Company, had already acquired land last year. After local protest built up, a gram sabha was called to get the NOC but kept getting adjourned as the administration realised that the task would not be easy. Finally when the meeting did happen a majority cast their vote against the plant and land acquisition. Inspite of the presence of the Collector and the police there was stoning, chaos and a lathi charge at the gram sabha.

In Mayurbhanj, Keonjhar and Sundergarh around 130 sponge iron factories are functioning, of which 50 are illegal. In 2005, 64 sponge iron plants got registered and 18 more are in the pipeline waiting for NOCs. Many are operating even without NOCs. Clearnance procedures and Public hearings are unheard of here and inspite of this in the past two years people have managed to get almost 6 plants to withdraw or stop construction in Sundergarh. The main reason cited by the people for opposition has been the large-scale air and water pollution, which had started affecting not only their health but also that of their livestock, agriculture and land.

In Keonjhar last month a public hearing was conducted in complete violation of the EIA Notification by Orissa Sponge Iron Limited for the Malangtoli Iron Ore Mining Lease The local people alleged in their letter to the concerned pollution control authorities that the expansion plan will adversely affect the Khandadhara waterfall that attracts a lot of tourists. The expansion is taking place despite the statement of Chief secretary Subash Pani in The Telegraph on 25th April 2005 that the sponge iron units were of “no great importance” to the state and that the existing ones will not be able to add to their capacities. The newspaper report clearly stated that the Orissa government has decided not to allow new sponge iron units in the state following allegations of pollution caused by the existing ones.

In Raigarh District of Chhattisgarh, in an effort to register their protest, on 29th of January about 10000 people mobilized for the Environmental Public Hearing held for expansion of the Jindal Steel Sponge iron plant. The District Pollution board blatantly violated all norms and guidelines laid down by the Ministry of Environment and Forests while conducting the hearing. On 10th August 2005 the MoEF granted clearance to this project. In various places near Raipur (Chhattisgarh), spontaneous protests by villages where these plants are being set up are coming up. And one village, Chauranga, has managed to pressurize a company to withdraw from the area after 90% of the plant work was completed. 

The Jharkhand government recently ordered Neelanchal Iron and Power Ltd to shut down for one month to repair the ESP in their sponge iron plant and complete the construction of Bag filters (in coal handling area) after local protest in a workshop in Ratanpur Village, Saraikella organized by Occupational safety And Health association Of Jharkhand. 

For an industry that is directly affecting the lives and livelihoods of so many people it is a complete violation of all democratic and human rights that no spaces are being provided for the people to raise their concern or demand accountability. The state continues to remain a mute spectator even as the people take to the streets demanding their rights to a safe environment and secure livelihoods.
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