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The Natural Products Association is pleased to present this comprehensive analysis of the Economic Impact 

of Annex II Tariff Exemptions on the Dietary Supplement Industry. This analysis quantifies $218-247 

million in direct cost savings over just 69 days, representing a critical victory for American consumers, 

manufacturers, and the broader natural products industry. 

The Annex II exemptions under the Harmonized Tariff Schedule represent more than mere economic relief. 

They constitute a strategic recognition of dietary supplements as essential to national health priorities. 

These exemptions prevented catastrophic supply chain disruptions that would have severely impacted the 

nearly 80% of consumers who rely on dietary supplements for their health and wellness. 

This report demonstrates how effective advocacy, combined with sound economic analysis and strategic 

industry coordination, can produce tangible results for both consumers and businesses. The documented 

savings of $5.97 million monthly for CoQ10 alone illustrates the magnitude of impact achieved through the 

collaborative efforts of industry associations, particularly NPA's sustained engagement with the Trump 

administration. 

As we look toward the future, this analysis serves as both a celebration of recent success and a roadmap for 

continued advocacy. The 18-24 month window created by these exemptions provides a crucial opportunity 

for supply chain reorganization, domestic production investment, and long-term legislative reform. 

Sincerely, 

Daniel Fabricant, PhD 

President and CEO 

Natural Products Association 

http://www.npanatural.org/
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NPA's Legislative Strategy for Achieving Annex II Status for Dietary Supplements 

Strategic Framework Overview 

The Natural Products Association's successful campaign to secure Annex II tariff exemptions for dietary 

supplements demonstrates a comprehensive, multi-faceted approach to legislative advocacy that leverages 

industry expertise, grassroots engagement, and strategic government relations. For 90 years, NPA has been 

building authentic relationships, maintaining unwavering focus on our mission, and leveraging our 

collective voice to advocate for policies that protect consumer access to natural products. 

Phase 1: Pre-Legislative Intelligence and Relationship Building: 

Executive Branch Engagement 

NPA's strategy began with direct engagement with senior Trump administration officials, recognizing that 

tariff policy originates from executive authority rather than congressional action.  

Phase 2: Technical and Economic Argumentation: 

Regulatory Distinction Strategy 

NPA's approach centered on clearly differentiating dietary supplements from pharmaceuticals in regulatory 

and economic terms. This distinction was crucial for preventing dietary supplements from being swept into 

pharmaceutical tariff investigations. 

Supply Chain Criticality Documentation 

The strategy involved comprehensive documentation of import dependency levels, with evidence showing 

that 60% or more of critical ingredients were imported, and 82% of amino acids were sourced from China. 

This data supported arguments that tariffs would create immediate consumer harm and supply chain 

disruption. 

Consumer Impact Analysis 

NPA presented evidence that targeted ingredients appeared in 40% or more of top-selling supplements, 

directly connecting tariff policy to consumer access and affordability. This consumer-focused messaging 

aligned with the administration's populist economic priorities. 

Phase 3: Multi-Channel Advocacy Execution: 

Professional Lobbying Infrastructure 

NPA deployed both in-house government affairs expertise and contracted D.C. lobbying firms with 

established bipartisan relationships on key congressional committees. This dual approach ensured 

comprehensive coverage of both executive and legislative branches. 
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Grassroots Mobilization 

Leveraging the industry's "back-pocket weapon,” consumer support. NPA organized grassroots campaigns 

similar to those that secured DSHEA passage in 1994. The strategy recognized that dietary supplement 

consumers represent a powerful constituency that elected officials cannot ignore. 

Phase 4: Regulatory Process Navigation: 

Federal Register Engagement 

NPA submitted comprehensive comments during the Section 232 pharmaceutical tariff investigation, 

ensuring dietary supplements were properly distinguished from pharmaceutical products in the 240+ 

submissions received by the Department of Commerce. 

HTS Code Classification 

The strategy included detailed work on Harmonized Tariff Schedule classifications, advocating for 

separation of "dietary ingredients" from pharmaceutical codes, noting the current 87% overlap that creates 

regulatory confusion. 

USTR Criteria Alignment 

NPA ensured that targeted ingredients met the three-tiered USTR criteria: non-pharmaceutical status, 

supply chain criticality (≥60% import dependency), and consumer impact (≥40% market presence). 

Phase 5: Long-term Legislative Positioning: 

Domestic Production Incentives 

The strategy includes advocacy for reshoring incentives to boost American dietary supplement 

manufacturing, addressing long-term supply chain vulnerabilities while supporting the administration's 

"America First" economic agenda. 

Implementation Tools and Resources: 

Annual Fly-In Days 

NPA's Washington D.C. Fly-In event on May 8 brought in 100 industry representatives to meet with 

congressional offices, representing "the largest in the industry" for direct legislative advocacy. 

Member Education and Activation 

NPA provides comprehensive advocacy training for member companies, teaching them how to engage 

effectively with elected officials and regulatory agencies. 
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Ongoing Strategic Priorities: 

International Trade Framework 

Developing long-term trade policy that recognizes dietary supplements as essential health products distinct 

from pharmaceuticals, potentially through dedicated WTO classifications or bilateral trade agreements. 

Regulatory Modernization 

Continuing advocacy for FDA regulatory reforms that provide clear guidance on dietary ingredients while 

maintaining appropriate safety oversight. 

This comprehensive strategy demonstrates how effective industry advocacy combines technical expertise, 

grassroots engagement, and strategic government relations to achieve significant policy victories. The 

success of the Annex II exemptions provides a proven model for future legislative initiatives in the dietary 

supplement industry 

http://www.npanatural.org/
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Economic Impact of Annex II Tariff Exemptions on the Dietary Supplement Industry: A 

Comprehensive Analysis of Cost Savings from April - June 2025 

Kyle Turk, Vice President of Government Affairs 

Tyler Cannon, Manager of Government Affairs 

Executive Summary 

The Trump administration’s April 2025 tariff reforms granted critical exemptions for dietary supplement 

ingredients via Annex II of the Harmonized Tariff Schedule (HTS). Analysis conducted by the Natural 

Products Association quantifies $218–$ 247 million in direct savings over 69 days, evaluating supply 

chain stabilization, market growth preservation, and strategic opportunities for industry leaders. 

Section 1: Legislative Framework & Exemption Rationale 

1.1 Historical Context of U.S. Trade Policy 

The 2025 Reciprocal Tariff System emerged from decades of growing U.S. trade deficits in goods, which 

reached $1.2 trillion annually by 2024. Executive Order 14257 targeted "asymmetric trade practices" 

through a baseline 10% ad valorem duty, with exemptions granted only for materials deemed critical to 

national health priorities. 

1.2 Annex II Exemption Criteria 

The USTR applied three-tiered criteria for inclusion: 

1. Non-pharmaceutical status: Ingredients without FDA drug approvals (e.g., creatine, L-theanine)

2. Supply chain criticality: ≥60% import dependency (e.g., 82% of amino acids from China)

3. Consumer impact: Ingredients in ≥40% of top-selling supplements (e.g., CoQ10 in 58% of cardiac

formulations)

Table 1.1: Top 10 Exempted Ingredients by Import Value 

Ingredient 2024 Import Value Key Suppliers Pre-Exemption Duty 

Vitamin B Complex $1.4B China (67%) 145.5% + $0.154/kg 

CoQ10 $890M Japan (41%) 63.5% 

Choline Chloride $304M Malaysia (56%) 25% 

L-Citrulline $1.7B* China (78%) 10% + $0.89/kg 

*Projected value from Q1 2025 customs data
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Section 2: Methodology for Savings Calculation 

2.1 Data Sources 

1. Customs Declarations: HTS-level import records from Zauba, Volza, and Seair Exim

2. Price Elasticity Models: Adapted from the IMF’s Global Trade Analysis Project (GTAP)

3. Industry Surveys: 2025 NPA member data on formulation costs

2.2 Regression Analysis of Import Elasticity 

Using the formula: 

𝐸𝑑 =
%Δ𝑄

%Δ𝑃
=

(𝑄2 − 𝑄1)/𝑄1

(𝑃2 − 𝑃1)/𝑃1

Where: 

• 𝐸𝑑 = Price elasticity of demand

• 𝑄 = Quantity imported

• 𝑃 = Effective price post-tariff

Table 2.1: Elasticity Coefficients by Ingredient Category 

Category Short-Term 𝐸𝑑 Long-Term 𝐸𝑑

Vitamins -0.32 -0.78

Amino Acids -0.41 -0.92

Specialty Compounds -0.19 -0.65

*Negative values indicate inverse price-quantity relationship

2.3 Savings Formula 

Net Savings = ∑  (Pre-Exemption Duty × Avg. Monthly Imports ×
69

30
) × (1 − 𝐸𝑑)

Accounting for demand contraction under tariff scenarios. 

Section 3: Direct Cost Savings Analysis 
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3.1 Monthly Savings by HTS Code 

Table 3.1: Top 5 Savings Contributors (April–June 2025) 

HTS Code Ingredient Avg. Monthly Imports Duty Avoided Monthly Savings 

2936.21 Vitamin A $14.6M 30% $4.38M 

29231000 Choline Chloride $8.1M 25% $2.03M 

293628 CoQ10 $9.4M 63.5% $5.97M 

29224250 Glutamic Acid $3.2M 15.4% $0.49M 

29241900 L-Citrulline $42.5M 10% $4.25M 

3.2 Regional Breakdown 

China-origin materials accounted for 72% of total savings due to reciprocal tariff structures: 

Table 3.2: Savings by Country of Origin 

Country Share of Imports Effective Duty Avoided Total Savings 

China 67% 22.4% $156M 

Japan 14% 8.7% $34M 

Germany 9% 5.1% $18M 

Malaysia 7% 3.5% $12M 

Section 4: Case Studies 

4.1 CoQ10 Market Dynamics 

• Price Trends: East Coast port strikes caused a 14% price surge in November 2024

• Formulation Shifts: 23% of manufacturers switched to ubiquinol for better stability

• Savings Impact: $5.97M/month in avoided duties stabilized retail pricing at $50.87/unit

4.2 Choline Chloride Supply Chains 

http://www.npanatural.org/


444 North Capitol  St. NW, Ste. 638, Washington, 
D.C. 20001 

www.npanational.org 

• Import Pathways: 56% routed through Malaysia post-exemption vs. 32% in 2024

• Domestic Production: ADM announced a $120M Iowa plant to reduce import dependency by 2026

Section 5: Interactive Forecasting Models 

5.1 Tariff Reinstatement Scenarios 

Model 5.1: 2026–2027 Savings Projections 

Scenario Probability Annual Cost Increase 

Full Reinstatement 20% $1.2B 

Partial Sunset 35% $498M 

Status Quo 45% $0 

5.2 Sensitivity Analysis Variables 

Elasticity Variance: ±15% impact on net savings 

Freight Costs: 2025 East Coast labor disputes add 12–18% logistics overhead 

Domestic Capacity: 1% reshoring = $7.2M annual duty avoidance 

Section 6: Policy Recommendations 

6.1 Legislative Strategies 

• Reshoring Incentives: Implement incentives to boost American dietary supplement manufacturing

• DSHEA Modernization: Codify Annex II exemptions under 21 U.S.C. §343

• HTS Reclassification: Separate "dietary ingredients" from pharmaceutical codes (current 87%

overlap)

6.2 Operational Adjustments 

• Inventory Hedging: Lock in 24-month MOQs with key Chinese suppliers

• Diversification: Vietnam now supplies 32% of glutamic acid at 9% lower CIF than China

Section 7: Literature Review 

7.1 Theoretical Foundations 
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• Optimal Tariff Theory: Lerner Symmetry Theorem applied to bilateral supplement trade

• J-Curve Effect: 6–9 month lag in trade balance adjustments post-exemption

7.2 Empirical Comparisons 

• 2018 Steel Tariffs: 22% price elasticity vs. 19% for supplements

• Pharma Exemptions: 2019 insulin tariff waiver precedent reduced consumer prices by 14%

Conclusion & Strategic Outlook 

The Annex II exemptions created an 18–24 month window for supply chain reorganization. Executives 

should: 

1. Allocate 30% of savings to domestic production CAPEX

2. Negotiate cost+ contracts with non-Chinese suppliers

3. Lobby for permanent reforms through NPA channels
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