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NEW DELHI: India may link
incentives aimed at spurring
rare earth magnet manufactur-
ing to the level of local materials
used as the government seeks to
counter China’s supply curbs,
according to two people aware of
the development.

The government is consider-
ing a cascading localization pro-
vision for sourcing rare earth
oxides, the people said. They
spoke on the condition of ano-
nymity as the scheme is still
being finalized.

Levels or tiers are under con-
sideration, said the first person
quoted earlier. “This means
whoever sources their raw mate-
rial for processing from India,
domestically, they can get higher
incentives.”

The ministries of heavy indus-
tries, and mines have not final-
ised the scheme draft yet, the
second official said.

Queries emailed to the two
ministries on 14 August
remained unanswered.

China, which controls about
60% of global rare earth mining
and 90% of supply, imposed
export restrictions in April,
affecting supplies to sectors such
as semiconductors, electronics,
renewable energy, defence, and
automobiles. India’s 31,345-
crore scheme, announced by
Union heavy industries minister
HD Kumaraswamy, aims to
incentivize the processing of
rare earth oxides into perma-
nent magnets within the coun-
try.

India’s demand for rare earth
magnets is likely to rise above
7,000 tonnes by 2030, driven by
electric vehicles, according to a
report by consultant Primus
Partners published this month.
“...This dependency represents a
strategic vulnerability, especially
as rare-earth magnets are criti-
cal not only to EVs but also to
industrial automation, electron-
ics, renewable energy systems,
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and defence applications.”

The government’s plan to link
disbursal to a formula, offering
the highest sops to manufactur-
ers to fully source oxides domes-
tically, comes as, according to
media reports, it is set to
increase the outlay to over
5,000 crore to draw more inter-
est from the industry.

The incentives for sintered

magnets, which are used in
more critical applications such
as MRI machines and surgical
devices, electric motors, wind
turbines, and in high-perform-
ance sensors and devices for
planes and satellites, are
expected to be higher than
bonded magnets used in print-
ers, copiers, battery-operated
toys, among others, the second
person quoted earlier said.

India has 7.23 million tonnes
of rare earth oxides, the govern-
ment informed Parliament on 23
July. But state-run India Rare
Earths Ltd is the only refiner of
the critical mineral in the coun-
try. India, along with the US,
Australia, and Japan, announced
a new Quad Critical Minerals
Initiative in early July.

In June 2023, India became a
member of the US-led Mineral
Security Partnership (MSP),
which also includes Australia,
Canada, Finland, France, Ger-
many, Italy, Japan, Norway, the
Republic of Korea, Sweden, the
UK and the European Commis-

sion.

The MSP seeks to bolster criti-
cal mineral supply chains and
ensure these ores are produced,
processed and recycled by cata-
lyzing investments from govern-
ments and private sector across
thevalue chain.

The focus on local sourcing of
oxides is important because, like
magnets, India and other mar-
kets are dependent on China for
them aswell, according to Nitin
Gupta, co-founder and chief
executive officer (CEO), Attero
Recycling, an e-waste and lithi-
um-ion battery recycling firm.
The company, which produces
oxides, says it will be ready to set
up magnet manufacturing
capacity within a year.

“If we develop rare earth mag-
net manufacturing capacity, but
not the local oxide production,
then we may face a similar sup-
ply crunch in the case of oxides
also in the future,” he said.
“Hence, the focus on local sour-
cing of oxides under the scheme
being prepared.”



