
The Impact of U.S. Regulations on Supply

Chain Due Diligence: Staying Ahead of

Compliance

In today’s globalized economy, supply chains span multiple countries and involve countless suppliers,

distributors, and manufacturers. Managing the complexity of these networks poses challenges,

particularly when it comes to ensuring compliance with ethical and legal standards. Regulatory

frameworks are evolving to mandate more rigorous supply chain due diligence in response to growing

concerns around human rights violations, environmental sustainability, and forced labor. For businesses

operating in or exporting to the U.S., understanding the impact of these regulations is critical for staying

compliant and avoiding significant legal and reputational risks.

Key U.S. Regulations Shaping Supply Chain Due Diligence

Several U.S. regulations directly impact supply chain due diligence, particularly in relation to forced labor,

human rights, and environmental responsibility. Below are some of the most prominent laws businesses

must adhere to to remain compliant and operate ethically.

1. The Uyghur Forced Labor Prevention Act (UFLPA)

Enacted in June 2022, the Uyghur Forced Labor Prevention Act (UFLPA) is one of the most

significant U.S. regulations impacting supply chain management. This law bans the importation
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of goods made with forced labor, particularly from the Xinjiang region of China, where forced

labor practices against the Uyghur minority have been well-documented. Under UFLPA, the

burden of proof is on companies to demonstrate that their supply chains are free from forced

labor.

U.S. Customs and Border Protection (CBP) enforces this law by blocking the entry of goods

suspected of being tied to forced labor. As a result, businesses must implement thorough due

diligence processes to verify the origin of their products and ensure they do not involve any

forced labor practices. Failure to comply with UFLPA can result in seized goods, supply chain

disruptions, and significant reputational damage.

2. Section 307 of the Tariff Act of 1930

Section 307 of the Tariff Act prohibits the importation of goods made using forced labor,

including convict labor, child labor, and indentured servitude. While this law has been in effect

for decades, its enforcement has become much more robust in recent years. The U.S.

government has increased efforts to hold companies accountable for forced labor in their supply

chains by issuing Withhold Release Orders (WROs), which block the importation of suspect

goods. Companies must now demonstrate compliance by conducting due diligence to trace their

supply chains and ensure that no forced labor is involved.

3. The Federal Acquisition Regulation (FAR) Anti-Human Trafficking Provisions

The FAR provisions on human trafficking, specifically FAR 52.222-50, require government

contractors and subcontractors to take measures to prevent human trafficking and forced labor

in their supply chains. These provisions apply to all federal contracts, and businesses must

demonstrate compliance through rigorous due diligence and reporting practices. Companies

with contracts exceeding $500,000 for goods or services outside the U.S. must certify that they

have implemented compliance plans to prevent human trafficking and forced labor. Violations of

these provisions can lead to contract termination, suspension, or even debarment from federal

contracts.

Strategies for Staying Ahead of U.S. Supply Chain Regulations

Below are key strategies to help companies stay ahead of these evolving requirements:

1. Develop a Comprehensive Due Diligence Program

Companies must establish a thorough due diligence program covering every supply chain tier.

This program should include regular audits, risk assessments, and third-party verifications to

identify potential compliance issues. By developing a comprehensive framework for evaluating

suppliers, businesses can ensure their operations align with U.S. regulations and avoid costly

disruptions.



2. Leverage Technology for Supply Chain Transparency

With increasingly complex supply chains, leveraging technology is essential for enhancing

transparency and traceability. Tools such as blockchain and AI-powered platforms can provide

real-time visibility into supply chain activities, helping companies monitor compliance and detect

potential risks, such as forced labor or unethical sourcing practices. These technologies allow for

more efficient material tracking, ensuring that businesses can respond quickly to regulatory

requirements.

3. Collaborate with Suppliers and Build Strong Relationships

Effective due diligence relies on strong relationships with suppliers. Companies should engage

with their suppliers to ensure they understand U.S. regulations and are committed to upholding

ethical and legal standards. Providing training, establishing clear communication channels, and

conducting regular assessments can help foster a culture of compliance throughout the supply

chain.

Conclusion

Supply chain due diligence has become a critical issue for businesses operating in the U.S., as regulations

like the UFLPA, Section 307 of the Tariff Act, and the California Transparency in Supply Chains Act impose

strict requirements on companies to monitor and verify the ethical practices of their suppliers.


