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Blockchain and Secure Sourcing:
Fortifying Defense Supply Chains
to Protect National Security “

Blockchain and Al are expected to play critical roles in fortifying defense
supply chains against sophisticated attacks.
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Introduction

The security and integrity of the Department of Defense's (DoD) supply chain is a cornerstone of U.S.
national security. The complexity of global supply chains, compounded by increasing sophistication
of adversaries, poses serious risks to military readiness, sensitive data, and the overall defense
posture. Recent incidents, such as the supply chain attack in Lebanon, highlight the growing
vulnerabilities faced by defense contractors, DoD agencies, and the Defense Industrial Base (DIB).
To combat these threats, the DoD, Congress, and the DIB must prioritize supply chain security by
leveraging advanced technologies such as blockchain and Al.

The Urgency of Supply Chain Security

iIn National Defense
Supply Chain Attacks: A National Security Threat

A supply chain attack occurs when adversaries compromise trusted vendors or suppliers to gain
unauthorized access to critical systems. For the DoD, these attacks have direct implications

for operational readiness, cybersecurity, and national security. Unlike traditional cyberattacks,
supply chain breaches exploit the trust and complexity of relationships between contractors and
subcontractors. This can lead to compromised hardware, counterfeit components, or malware
embedded into software used in mission-critical systems.

The Lebanon supply chain attack is a recent example where adversaries infiltrated the supply
chain leading to the compromise of sensitive systems. It appears that a party hostile to Hezbollah
infiltrated the organization's supply chain using a sophisticated set of front companies to either
add explosives to pagers and walkie talkies or substituted legitimate products with versions of the
products with explosives added during the production of the items. The pagers and walkie talkies
were set up to be triggered by a signal from a party hostile to Hezbollah.

This highlights the urgent need to adopt more advanced security measures to ensure that DoD
supply chains remain resilient against such threats. For example, a sophisticated adversary could
launch a coordinated supply chain attack on a critical U.S. electronics supplier that manufactures
microchips used in both fighter jet navigation systems and civilian airliner coommunication networks.
The adversary could gain control of the supplier’s production process and covertly embed a
hardware backdoor into the microchips destined for the U.S. military’'s most advanced fighter jets.
These compromised microchips are installed in the navigation systems of military aircraft, allowing
the adversary to track every movement of U.S. forces in real-time. Worse yet, the enemy could
remotely interfere with navigation, disorienting U.S. pilots and causing aircraft to crash.

The same backdoor could also be embedded into microchips used in commercial airliners’
communication systems. Without warning, the adversary can tap into sensitive communications
between pilots and air traffic control. This could also play out during peak air traffic. The adversary
could trigger disruptions, leading to a communications blackout and placing thousands of civilian
lives at risk.
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The emergence of this kind of attack calls for a new comprehensive strategy known as “Secure
Sourcing” which is designed to safeguard supply chains from infiltration, counterfeit goods, and
adversarial attacks. It integrates advanced security protocols, risk management practices, and
cutting-edge technologies, such as blockchain and Al, to ensure the integrity, authenticity, and
traceability of all components, materials, and services throughout the supply chain. Through secure
sourcing, organizations—particularly in critical sectors like defense and national security—can
mitigate the risk of adversarial infiltration, protect sensitive technologies, and ensure that their
supply chains are resilient, transparent, and secure from external threats.

Blockchain can be a key force multiplier in protecting supply chain from attacks. It provides
enhanced security through immutable audit trails, real-time tracking, smart contracts, and
decentralized verification. By using blockchain, the DoD and its contractors can ensure secure
sourcing, safeguard critical assets, and protect military systems from adversarial threats. This paper
outlines how blockchain can strengthen defense supply chains, mitigate risks, and support the DoD's
mission to protect national security.

Why Blockchain is Critical to Defense Supply Chains

Blockchain provides a defense-grade solution that addresses the vulnerabilities posed by global
supply chains. It ensures that every transaction, transfer, and modification within the supply chain
is securely recorded, verifiable, and immutable. This level of transparency and security is essential
for the DoD, where compromised components or materials can have far-reaching consequences for
military operations and national security.

Key Features of Blockchain for Secure Sourcing for National Security

Immutable Audit Trails

Blockchain creates a permanent, unchangeable record of every transaction across the supply
chain. This means every component, part, or service can be traced from its origin to final delivery in
defense systems. Such traceability is critical for preventing the introduction of counterfeit goods or
compromised components into the supply chain. This chain of custody capability ensures that the
DoD can verify the authenticity and security of all materials at every step.

Automated Compliance

With smart contracts, blockchain automates compliance with DoD-mandated security protocols
and quality standards. These contracts self-execute when predefined conditions are met, such as
verifying a supplier's compliance with the Cybersecurity Maturity Model Certification (CMMC) or
other security standards. This automation reduces the risk of human error, ensures consistency
across the supply chain, and provides an additional layer of security.

Decentralized Verification for Supply Chain Integrity

Blockchain's decentralized approach allows multiple stakeholders—DoD officials, prime contractors,
subcontractors, and suppliers—to independently verify the integrity of materials and components.
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By eliminating single points of failure, blockchain significantly reduces the likelihood of systemic
supply chain compromises. This distributed verification ensures that no compromised hardware,
counterfeit parts, or tampered software are introduced into critical defense systems.

Real-Time Tracking for Enhanced Situational Awareness

Through real-time tracking, blockchain provides continuous visibility into the supply chain, from
the sourcing of raw materials to the final delivery of defense components. This capability is essential
for detecting anomalies, identifying delays, or responding quickly to potential threats. Real-time
tracking also enhances situational awareness for the DoD, allowing decision-makers to proactively
address issues before they escalate into operational disruptions.

Advanced Cryptographic Protection for Asset Authentication

Each component within the defense supply chain can be assigned a cryptographic signature,
ensuring it is authenticated at every stage of the supply chain. This prevents the introduction
of counterfeit or unauthorized components into military systems. By ensuring that only verified
materials are used, blockchain enhances the reliability and security of mission-critical systems.

Policy Implications: Why Congress and
the DoD Should Act Now

Supporting National Security Through Supply Chain Innovation

As Congress and the DoD seek to modernize military capabilities and maintain technological
superiority, it is essential that supply chain security is prioritized alongside operational readiness. The
adoption of technologies like blockchain represents a critical opportunity for the DoD to enhance the
security of defense supply chains and protect U.S. military assets from adversarial threats.
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Implementing Blockchain for the DoD and Defense Contractors

Blockchain can play a key role in protecting DoD and the defense industrial base (DIB) to protect the
supply chain from sophisticated supply chain attacks. Specific measures that DoD and the DIB could
undertake include:

Conduct Comprehensive Supply Chain Audits:

The DoD and the DIB should conduct thorough audits of their supply chains to identify potential
vulnerabilities. Blockchain's immutable ledger can provide full transparency and traceability across
all tiers of the supply chain, enabling the identification of weaknesses and ensuring compliance with
DoD security standards.

Mandate Secure Sourcing Protocols for Defense Contractors:

Congress should encourage the DoD to establish secure sourcing protocols that mandate the use of
blockchain-based platforms like blockchain. These protocols should enforce automated compliance
checks, decentralized verification, and real-time tracking to ensure that all defense contractors meet
strict cybersecurity and quality standards.

Strengthen Cybersecurity Requirements for Defense Contractors:

To improve supply chain security, defense contractors should be required to adopt blockchain over
a five-year period as part of their compliance with CMMC and other cybersecurity frameworks. This
ensures that all suppliers and contractors—Ilarge and small—are held to the same high standards for
securing their supply chains.

Utilize Blockchain for Critical Defense Supply Chains Under the Defense Production Act:

By leveraging blockchain within ongoing supply chain initiatives, the DoD can secure supply chains
that provide critical materials and systems for defense programs. Real-time tracking and secure
sourcing through blockchain will prevent delays and disruptions, ensuring the DoD has reliable access
to mission-critical assets.
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Conclusion

The DoD and its contractors operate within one of the most complex and sensitive supply chains
in the world. The rising threat of sophisticated supply chain attacks, combined with the need for
technological innovation, requires a robust solution that ensures transparency, security, and resilience.

Blockchain offers the DoD and its contractors a comprehensive, blockchain-based platform that
strengthens the integrity of defense supply chains through immutable audit trails, real-time tracking,
smart contracts, and decentralized verification. By adopting blockchain, the DoD can secure its supply
chains, enhance its operational readiness, and protect national security.

It is time for Congress, the DoD, and the defense industrial base to prioritize supply chain security and
leverage blockchain to protect U.S. military systems and ensure the security of the nation.






