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Fragmented Supply Chains, Source Dependence, 
Industry Interdependence
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Broken Chain of Custody

• The dietary supplement industry is reliant on brokers for sourcing ingredients.

• Brokers may retest and reissue COAs — sometimes legitimate, sometimes not.

• Breaks in the chain of custody sever linkage back to the original manufacturer’s COA, 
which raises the risk of adulteration and contamination.

• This weakens authenticity (provenance), traceability, and audit readiness.

• Regulatory consequence: FDA-FSMA/FSVP compliance undermined; liability 
increases.
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China Dependence

● U.S. supply heavily reliant on Chinese production of critical nutrients and 
precursors.

● Tariffs, reciprocal measures, and trade volatility amplify costs and uncertainty.

● Concentration risk: limited diversification of suppliers increases vulnerability.

● Strategic concern: nutrition security intersects with public health, trade, and 
national security.
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Critical Nutrient Interdependence

• Vitamins, amino acids, minerals, and key precursors/starting materials 
are foundational inputs.

• These ingredients span dietary supplements, infant formula, animal 
feed, and fortified foods.

• Industry interdependence: shortages or disruptions ripple across 
multiple sectors.

• Testing, quality standards, and customs (HTS) classifications vary —
creating compliance complexity.
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Background and Consortium Partners
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Why Now

• Policy momentum — supply chain resilience and onshoring prioritized 
by U.S. government.

• Industry inflection point — COVID disruptions and tariff escalations 
revealed structural weaknesses.

• Regulatory window — FSMA/FSVP creating need to systematize 
compliance.

• A consortium can shape the supply chain proactively.
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Building a Network of Partners

• UNPA’s five-year U.S. Commerce (International Trade Administration) Market Development 
Cooperator Program (MDCP) — focused on export/import trade standards, compliance, and 
addressing bilateral trade deficit with China.

• Cross-sector reach — engagement with animal feed, pet food, and medical food industries to address 
shared vulnerabilities in critical nutrient supply chains.

• Global partnerships — MOUs with the China Chamber of Commerce for Import & Export of Medicines 
& Health Products (CCCMHPIE), the China Nutrition & Health Food Association (CNHFA), and other 
industry stakeholders.

• Aligning partners in a consortium to pilot FTZ-based models for testing, custody, and tariff 
management.
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Foreign Trade Zones Use Cases:
Exploring FTZs as a foundation for compliance, custody, and 
tariff flexibility
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FTZ Basics
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● FTZs are U.S.-based sites under CBP supervision.

● Key tools: duty deferral, duty elimination on re-exports, weekly entry to reduce Merchandise 
Processing Fee, and inverted tariff potential (NPF election).

● Direct importer requirement: FTZ use requires a U.S. company to import directly from the foreign 
source, reducing reliance on opaque broker layers and helping strengthen FSMA/FSVP 
compliance.

● FDA oversight continues: FSMA/FSVP requirements must be satisfied before release into U.S. 
commerce; FDA maintains authority to inspect/test goods while in the FTZ.

● Relevance: FTZs can serve as structured checkpoints to embed testing, custody, and 
documentation protocols.
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Use Case A — Re-Export

• Ingredient batches admitted into the FTZ under controlled conditions.

• Testing and documentation completed before release or use in production.

• Portion of the batch re-exported duty-free (in finished product); remainder released 
into U.S. commerce.

• Benefit: strengthens chain of custody through direct supplier relationships, prevents 
breaks in COA custody, and aligns with FSMA/FSVP.

• Tariff effect: duties avoided on re-exports; MPF costs reduced through weekly 
entry.
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Use Case B — Inverted Tariff

• Multiple inputs admitted and processed inside the FTZ.

• The manufacturer elects Non-Privileged Foreign (NPF) status — meaning the duty is assessed on 
the finished product when it enters U.S. commerce.

• If the finished good carries a lower duty rate than its inputs, the manufacturer pays duty at the 
lower finished-good rate — reducing overall tariff liability (the ‘inverted tariff’ benefit).

• Exports leave duty-free; only the portion released into U.S. commerce is dutiable.

• Compliance benefit: batch-level testing links raw material inputs to finished lots, strengthening 
traceability and recall readiness.

• Tariff effect: inverted tariff treatment can significantly reduce effective duty exposure on U.S.-
consumed goods.
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Conclusions

• Supply chain risks are escalating — fragmented custody, China dependence, 
tariff volatility, and rising compliance demands.

• UNPA and partners are laying the groundwork — trade-standards focus, cross-
sector engagement, and global MOUs.

• Foreign-Trade Zones (FTZs) offer a structured platform — combining tariff tools 
with a point of control for custody, testing, and FSMA/FSVP documentation.

• A consortium model can align industry stakeholders — to pilot FTZ-based 
solutions, strengthen compliance, and build resilience.
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Conclusions

• Liability exposure management — stronger supplier knowledge, testing, security, and 
compliance reduces risk of civil litigation, consumer complaints, and regulatory 
enforcement.

• Cost control — cutting broker layers, streamlining testing, and preventing out-of-spec 
lots reduces downtime and improves margins.

• Financial management — FTZs improve cash flow through deferred duties, eliminate 
duties on re-exports, and lower effective rates via tariff inversion (duty applied to 
finished goods rather than inputs).

• Direct purchase model — lowers costs and improves supply assurance by reducing 
dependency on intermediaries.
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• Brand distinction — supply-chain management becomes a differentiator; 
companies can tell a story of resilience and transparency.

• Industry precedent — autos, oil, and other high-import/export sectors already use 
FTZ frameworks.

• Utah advantage — a mix of young brands, established companies, and co-
manufacturers makes Utah an ideal pilot environment.

Conclusions
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Thank you

Daniel Mabey
Director of Strategic Markets

United Natural Products Alliance

daniel@unpa.com


