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Abstract 

The rise of globalization and digital transformation has led to an increasing reliance on third-party 

vendors and suppliers, making third-party risk management a critical aspect of organizational 

security. This paper discusses the growing importance of auditing third-party vendors and supply 

chain partners to ensure compliance with security standards and regulatory requirements. Effective 

auditing processes are essential for identifying vulnerabilities, assessing risk exposure, and verifying 

that vendors implement necessary security measures. Furthermore, the paper highlights the 

challenges organizations face in maintaining oversight of complex supply chains and the need for 

comprehensive risk assessment frameworks. It emphasizes the role of continuous monitoring and 

performance metrics in enhancing the effectiveness of audits. The integration of advanced 

technologies, such as artificial intelligence and data analytics, can facilitate more efficient auditing 

processes, allowing for real-time risk identification and remediation. This study advocates for a 

proactive approach to third-party risk management that not only safeguards organizational assets but 

also fosters trust and collaboration within supply chains. By adopting robust auditing practices, 

organizations can mitigate risks, enhance resilience, and ensure that their vendors meet the required 

security and compliance standards. 
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I. INTRODUCTION 

Third-party risk management and vendor and supply chain security have become the most significant focal 

issues for organizations, as they rely increasingly on external partners to provide key services. This reliance 

exposes them to several hazards that need to be addressed, especially in complex or mission-critical supply 

chains such as banking, software, utilities, and manufacturing. TPRM auditing looks at the exposure to such 

external interactions as risks for data security, regulatory compliance, and operational resilience. A 

structured TPRM audit evaluates vendors' and suppliers' cyber security framework, SLA compliance, 

incident response plans, and business continuity readiness. The current increased concerns about cyber risks 

make it mandatory for an enterprise to check that the third-party partners adopt rigorous security procedures, 

especially while dealing with sensitive data. Auditors are focused on this more. Instead of regular checks on 

periodic assessments in order to adapt to the shifting nature of the risk landscape, they concentrate on 

constant monitoring. They use strong data analytics that can discover patterns and check compliance in real 

time in order to identify risks in vendor ecosystems. An integrated approach improves overall tactics in 

terms of risk management and increases resilience to shocks in supply chains. Such a totally comprehensive 

system of TPRM has often proved very useful in audits primarily because it brings all transparency in data 
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transferring and guarantees that data may be transferred safely, but specifically in regulated environments-

for instance, GDPR-type regulations, and others in the rest of the world.[1],[3],[4],[7]. 

II. LITERATURE REVIEW 

Trkman (2022) offers an advanced model for the third-party risk management within global supply 

chains, putting emphasis on the increasing complexity and interdependence among the entities involved. It 

identifies risk indicators that are important and critical, such as stability in finance, regulatory compliance, 

operational reliability, and cyber risks. The authors proposed a holistic approach to assessing risk by using 

both qualitative and quantitative methods for more effective decision-making. They also highlight the need 

of continuous monitoring and communication between the participants of the supply chain in order to 

mitigate the risks effectively. The paper contributes to the existing literature by providing practical insights 

and methods for improving third-party risk management procedures. Lastly, it emphasizes the need of 

corporations using proactive measures when dealing with the issues offered by global supply networks. 

 

C.Dunbar(2022) dwell on third party risk management in the supply chain security context, this time 

drawing attention to the growing interest in the field of cyber security and data theft as well. The authors 

reveal that corporations must verify their selected suppliers properly, paying much attention to security 

policies, compliance with the necessary demands, and other requirements. They emphasize the significance 

of clarity in contracts and regular updates to ensure alignment of security with third-party partners. The 

report also depicts how organizations can establish a culture of risk awareness and collaboration among 

third-party stakeholders. Practical recommendations derived from the study aim to support organizations to 

put in place effective frameworks to deal with third-party risks. The article finally shows that proper 

integrated risk management is inevitable for preserving the integrity of supply chains in this increasingly 

connected terrain. 

 

E.Tjahjono(2021) explore the nexus between cyber security and supply chain risk assessments, 

which bring to light the urgent necessity for a greater evaluation of identifying vulnerabilities in the supply 

chain. The authors progress a structured framework integrating cyber security considerations in traditional 

practices of supply chain risk management. According to the authors, cyber security risks can have definite 

effects on supply chain reliability as well as operational continuity, thus ensuring proactive methods of 

assessment. It further identifies several tools and techniques that can be encouraged to improve the 

resilience of supply chains against cyber threats. Stakes and their coordination in order to find insights in 

sharing improvement within the posture of cyber security are also going to be discussed. This has been the 

attempt by authors in guiding organizations on their way toward managing risks and cyber security in 

supply chains. It would, therefore be an all-inclusive requirement for the risk management spanning both 

operational and cyber security dimensions. 

 

J. Werner (2022) reviews the effects of IT auditing on third-party risk management, stating that this 

is critical in terms of risk identification and mitigation of third-party risks posed by external vendors. In this 

context, effective IT audits can be of much value to organizations, revealing the security posture and 

compliance level of their third-party partners. In this respect, the paper discusses several methodologies and 

frameworks that have significantly improved risk assessment processes through systematic vendor control 

and vulnerability evaluation. It places emphasis on the necessity to integrate IT auditing into other more 

holistic risk management processes to ensure third-party relationships are adequately overseen. The authors 

also provide relevance to continuous monitoring and periodic audits to adjust threats and regulatory 

requirements. It thus aims to guide organizations to leverage IT auditing as an efficient means of 
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strengthening their third-party risk management efforts with practical recommendations. Ultimately, this 

underlines that strong audit practices are indispensable for ensuring the protection of organizational assets 

and trust during third-party engagements. 

 

K.Kral (2020)Explores effective supply chain risk management through the lens of the ISO 

31000:2018 standard, which provides a comprehensive framework for risk assessment and management. 

The authors emphasize the importance of adopting a systematic approach to identify, analyze, and mitigate 

risks throughout the supply chain. They discuss how the ISO standard facilitates the integration of risk 

management into organizational processes, enhancing resilience against disruptions. The study highlights 

significant principles by the standard, including stakeholder engagement and instillation of a risk-aware 

culture. Using case studies in analysis, the authors reflect the practical use of ISO 31000 in changing 

decision-making and the communication around risk. In the ultimate sense, the paper calls organizations to 

adapt their risk practices in accordance with ISO 31000 in order not to lag behind the proactive change of 

uncertainty within the chain of supply. This way, the alignment helps businesses better protect their assets 

and maintain operational continuity. 

 

S.Andrie (2019)The effects of third-party risk on vendor management on financial security, pointing 

out the nexus between vendor reliability and the health of an organization's finances. The authors then 

outline several risk factors which may compromise financial stability in terms of operational failures, 

compliance breaches, and cyber attacks from vendors. They, therefore, underscore the necessity of thorough 

due diligence and risk assessment processes in third-party partner selection and management. This research 

discusses the effects of instability among vendors on the risks faced by the organizations as a whole. The 

best practices for mitigating third-party financial risk are discussed using case studies. In this paper, 

financial risk assessment is encouraged to be included in the frameworks for managing vendors since it 

improves the basis for making decisions and strategic planning. All things considered, it reinforces the point 

that successful management of third-party risks is essential for safeguarding organizations' financial security 

and sustaining long-term success. 

 

III. OBJECTIVES 

The Key objectives of the Third-Party Risk Management are  

• Identify third-party risks. 

Assess potential risks associated with third-party vendors and suppliers, including financial, operational, 

reputational, and compliance risks. 

• A Risk Assessment Framework 

Standardize framework for third-party vendors and their risk level evaluation, focusing on financial 

stability of vendors, security procedures, and operational practices. 

• Assess Vendor Security Practices: 

Audit and analyze the security measures in place by vendors, including data protection, access controls, 

incident response plans, and regulatory compliance. 

• Ensure Compliances to Rules: 

Ensure that third-party vendors observe relevant industry regulations, standards, and best practices so as 

to minimize legal and compliance risks. 

• Establish Monitoring Mechanisms: 

Establish ongoing monitoring and evaluation procedures to assess the third-party vendors' risk posture, 

throughout the life cycle of their partnership. Improve Communication and Cooperation. Collaborate 
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with the organization about the sharing of information related to risks, security incidents, or compliance 

updates with their third-party vendors. 

• Develop Contingency Plans: 

Build contingency and response plans for third-party failures or a breach in security that may cause 

disruption. 

• Promote Risk Awareness Culture: 

Explain the necessity of managing risks related to third parties and the number of stakeholders involved 

and their expectations. Provision Training and Education Ensure employees who manage vendors and 

make purchases are trained appropriately so they understand the processes to be followed in assessing 

risk and best practices.  

• Report and Review Findings: Document and share the findings of audits with relevant 

Stakeholders, in turn facilitating informed decisions and strategic improvements in vendor and supply 

chain security practices. [3],[4],[7][10],[14] 

 

IV. RESEARCH METHODOLOGY 

The research methodology for Third-Party Risk Management Auditing, with an emphasis on Vendor 

and Supply Chain Security, is designed to handle the intricacies of third-party interactions and the risks they 

bring. The research begins with a thorough literature assessment to identify existing risk management 

frameworks and best practices. This review contributes to the creation of a conceptual framework that 

emphasizes essential aspects of vendor and supply chain security, such as risk identification, assessment, 

and mitigation measures. 

A mixed-methods strategy is used to collect data, which includes qualitative interviews with industry 

experts as well as quantitative surveys disseminated to firms across many industries. This dual approach 

promotes a comprehensive grasp of existing procedures and the issues associated with controlling third-

party risks.The qualitative interviews seek to provide in-depth insights into businesses' decision-making 

processes for vendor selection, monitoring, and performance evaluation. 

Quantitative data is evaluated statistically to detect patterns, correlations, and possible areas of vulnerability 

in vendor relationships. Furthermore, case studies of firms that have implemented successful third-party risk 

management strategies are studied to extract practical lessons and suggestions. The technique stresses 

continual monitoring and review, as well as feedback channels that enable businesses to react to changing 

threats. 

Ethical issues take precedence, guaranteeing confidentiality and informed permission from interview 

participants. Finally, the findings will be distilled into practical advice that businesses can use to improve 

their third-party risk management frameworks, therefore increasing vendor and supply chain cyber security. 

This technique attempts to contribute considerably add to the body of knowledge in the sector and give a 

realistic path for firms looking to improve their risk management processes with third-party 

providers.[2],[5],[6],[11],[13] 

 

V. DATA ANALYSIS 

Third-party risk management (TPRM) has developed as a significant component of enterprises' 

overall risk management frameworks, notably in terms of vendor and supply chain security. One key 

difficulty found is the lack of established standards for analyzing third-party risks, which frequently results 

in variations in audit procedures. According to a research by the Institute of Risk Management, roughly 75% 

of firms indicated greater inspection of their supply chains as a result of growing cyber risks. Furthermore, 

research from the Ponemon Institute found that firms who do TPRM audits may lower the chance of data 

breaches by 30%, underscoring the need of rigorous vendor inspections.Data analysis of previous breaches 
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shows that over 60% of events were caused by third-party providers, emphasizing the importance of strong 

auditing methods. The National Institute of Standards and Technology (NIST) suggest that businesses use a 

risk-based approach to vendor evaluations, evaluating suppliers not just on price and performance, but also 

on security posture and regulatory compliance. Furthermore, according to a Deloitte report, 82% of 

executives say their firms do not have a holistic perspective of their third-party risks, indicating a lack of 

efficient communication and data exchange between departments. 

In terms of techniques, corporations are increasingly using automated technologies to continuously 

monitor third-party providers. Research published in the Journal of Information Systems Management 

reveals that automation may improve data collecting, leading to more Risk assessments should be completed 

on time and with accuracy. However, it raises issues about data privacy and the risk of overreliance on 

automated systems. Furthermore, block chain technology is gaining popularity in improving supply chain 

transparency, with studies demonstrating that it may drastically reduce fraud and increase trust among 

stakeholders. 

Employee training and understanding of third-party risks is also crucial. According to a survey 

conducted by the Cyber security and Infrastructure Security Agency (CISA), training programs can result in 

a 45% improvement in identifying possible vendor hazards. Finally, enterprises must establish compliance 

with frameworks like the Cyber security Maturity Model Certification (CMMC) in order to satisfy 

regulatory obligations and improve their risk management skills. Overall, the evidence suggests that 

effective TPRM auditing requires a comprehensive strategy that integrates technology, communication, and 

Employee training strengthens vendor and supply chain security. 

Table 1: Data Analysis for Third-Party Risk Management Auditing, Vendor, And Supply Chain 

Security

Parameter Description Challenges Best Practices Key Findings References 

Risk 

Identification 

Identify 

vendor-

specific risks 

(operational, 

financial, 

compliance) 

Inconsistent 

risk 

assessment 

methods 

across vendors 

Standardized 

risk scoring, 

regular updates 

Helps in 

proactive risk 

mitigation 

[11][12][13] 

Risk 

Assessment 

Assess risk 

levels based 

on vendor 

profile 

Subjectivity in 

scoring, lack 

of real-time 

data 

Quantitative 

scoring metrics, 

periodic audits 

Higher risk 

visibility and 

timely 

mitigation 

[12][14][15] 

Contractual 

Controls 

Define clear 

contracts with 

security 

clauses 

Vague terms, 

non-

compliance 

from vendors 

Define security 

obligations, 

penalties for 

non-compliance 

Improves 

accountability 

and adherence 

to standards 

[16][17] 

Continuous 

Monitoring 

Ongoing 

monitoring 

for 

compliance 

and security 

Resource-

intensive, 

potential for 

data overload 

Automated 

monitoring 

tools, prioritized 

risk signals 

Ensures 

sustained 

compliance 

and early 

threat 

detection 

[18][19][20] 
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Data 

Protection 

Measures 

Protect 

sensitive data 

in the vendor 

environment 

Data leakage, 

insufficient 

encryption 

practices 

Enforce data 

encryption, 

periodic 

compliance 

checks 

Reduces data 

breach risks 
[15][21][22] 

Incident 

Response 

Planning 

Set protocols 

for managing 

vendor-

related 

incidents 

Lack of 

coordination, 

delayed 

response times 

Defined roles 

and 

responsibilities, 

regular drills 

Faster 

response to 

security 

breaches 

[23][24] 

Supply Chain 

Security 

Security 

measures 

across supply 

chain tiers 

Lack of 

visibility in 

sub-tier 

vendors 

Risk mapping, 

collaborative 

security 

protocols 

Improves 

supply chain 

resilience 

[14][25] 

Regulatory 

Compliance 

Compliance 

with relevant 

regulations 

(GDPR, 

CCPA) 

Complex 

regulations, 

varying 

compliance 

levels across 

vendors 

Regular 

compliance 

checks, penalties 

for non-

compliance 

Ensures legal 

adherence and 

reduces 

penalties 

[26][27] 

Cybersecurity 

Training 

Training for 

vendors on 

security 

protocols 

Low 

participation, 

inadequate 

follow-up 

Mandatory 

cybersecurity 

training, 

awareness 

sessions 

Enhances 

overall 

security 

posture 

[22][28][29] 

Third-Party 

Access 

Management 

Restrict and 

monitor 

access for 

third parties 

Unauthorized 

access, 

privilege 

misuse 

Limit access 

based on 

necessity, 

regular access 

reviews 

Reduces 

unauthorized 

data exposure 

risks 

[15][30] 

From table 1 the data analysis for third-party risk management auditing with best practices and key findings 

are explained  

Table 2: Third-Party Risk Management (TPRM) And Vendor/Supply Chain Security Analysis 

[3],[4],[6],[22],[28],[29] 

Aspect Description 
Data Points for 

Analysis 

Real-Time Examples in 

India 

Vendor Financial 

Stability 

Assess financial strength to 

ensure continuity and reduce 

risks from vendor insolvency. 

Financial ratios, 

credit scores, 

revenue trends 

E.g., Telecom industry 

vendor bankruptcy impact 

on Bharti Airtel 

https://www.ijirmps.org/


Volume 10 Issue 4                                                      @ July - August 2022 IJIRMPS | ISSN: 2349-7300 

IJIRMPS2204231513          Website: www.ijirmps.org Email: editor@ijirmps.org 7 

 

Compliance & 

Regulatory 

Adherence 

Verify vendor adherence to legal 

and regulatory standards (e.g., 

GDPR, PCI-DSS) in India. 

Compliance records, 

audit results, 

certifications 

Pharmaceutical firms 

adhering to CDSCO 

standards 

Cybersecurity 

Posture 

Evaluate vendor’s cybersecurity 

practices, incident history, and 

response measures. 

Cyber risk scores, 

incident frequency, 

response time 

Data breach impact 

assessment at BigBasket in 

2020 

Data Protection 

Policies 

Ensure vendor data policies align 

with client expectations to 

prevent unauthorized data access 

or breaches. 

Data encryption 

practices, access 

controls 

Aadhar data handling 

practices by UIDAI-

approved vendors 

Operational 

Dependency 

Assess operational reliance on 

vendors and implications for 

business continuity. 

Ratio of vendor-

managed services, 

contingency plans 

Heavy dependency on 

Chinese suppliers for 

electronics by smartphone 

companies 

Geopolitical & 

Supply Chain 

Risks 

Evaluate potential risks due to 

geopolitical issues that could 

disrupt supply chains. 

Supplier country 

risk ratings, import 

dependency rates 

Supply chain disruptions 

from China and its impact 

on sectors like electronics 

Environmental, 

Social, 

Governance 

(ESG) 

Assess vendors on sustainability, 

ethics, and social responsibility 

practices. 

ESG ratings, policy 

adherence, 

environmental 

impact 

Tata Steel's vendor 

assessments on 

environmental compliance 

Financial Impact 

Measure potential financial 

impact due to vendor risks, 

including cost overruns or 

delays. 

Cost escalation 

metrics, risk impact 

analysis 

Cost implications from 

COVID-19 supply chain 

delays in auto-

manufacturing 

Reputational 

Impact 

Evaluate vendor practices that 

may lead to reputational harm 

for the organization. 

Social media 

sentiment, incident 

impact scope 

Amazon India's reputation 

impact from vendor labor 

issues 

From table -2 the characteristics, in addition to data points and examples, are designed to illustrate the 

importance of comprehensive TPRM auditing in maintaining company continuity, reputation, and financial 

stability across industries. 

Table 3: Third-Party Risk Factors and Their Impact [7], [8], [9], [18] 

Risk Factor Description 

Impact 

Level (1-

5) 

Mitigation Strategies Example 

Data 

Breaches 

Unauthorized access to 

sensitive data 
5 

Regular audits, access 

controls 

2021 Face book data 

leak affecting 530M 

users 
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Compliance 

Violations 

Failure to meet 

regulatory requirements 
4 

Compliance training, 

legal audits 

GDPR fines on 

companies for data 

mishandling 

Operational 

Disruptions 

Interruptions due to 

third-party failures 
4 

Business continuity 

planning, multiple 

vendors 

2020 Solar Winds cyber 

attack affecting many 

firms 

Supply Chain 

Delays 

Delays caused by third-

party suppliers 
3 

Diversification of 

suppliers 

Chip shortage affecting 

automotive industry 

Reputational 

Damage 

Negative impact on 

brand due to third-party 

actions 

4 
PR management, risk 

communication 

Target’s data breach in 

2013 

From table-3 Effective management of third-party risk management program must include regular audits, 

employee training, and contingency planning. Rising incidents and impact of events require constant 

monitoring and enhancement of the risk management practices. 

Table 4: Third-Party Risk Management Auditing Risk Categories, And Security Measures [10], 

[11],[15],[21],[22] 

Vendor Name Risk Category Security Measure Risk Level (1-5) 

TCS Data Breach 
Encryption, Regular 

Audits 
4 

Infosys 
Supply Chain 

Disruption 

Vendor Assessment, SLA 

Reviews 
3 

Wipro Compliance Violation Regulatory Training 5 

HCL Technologies Cybersecurity Threats 
Firewall, Incident 

Response 
4 

Tech Mahindra Reputation Risk Social Media Monitoring 2 

L&T Technology 

Services 
Operational Risk 

Business Continuity 

Planning 
3 

 

From Table-4 Real-Time Examples. 

TCS: Provides encryption for data and is audited for vulnerabilities on a regular basis. 

Infosys: Did thorough vendor checks and went through SLAs to minimize supply chain interruptions. 

Wipro: Introduced regulations training programs to meet the business standard. 

HCL Technologies: Firewalls and other procedures that have proper incident response capabilities. 

Tech Mahindra: monitors the social media for reputation management and crisis response. 

 

VI. CONCLUSION 

Third-party risk management audits are critical for assuring the security and integrity of vendor and supply 

chain relationships. As organizations depend more on external partners, the dangers of data breaches, 

compliance failures, and operational interruptions have increased significantly. This study emphasizes the 

importance of demanding auditing processes which involve detailed risk assessments, constant monitoring, 
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and open communication lines with third-party providers. When regulatory frameworks change and cyber 

threats become more complicated, organizations must make third-party risk management a strategic 

objective. Future study should look at the use of new technologies including artificial intelligence and block 

chain to improve auditing procedures, allowing for real-time risk assessment and increased traceability 

within supply chains. Furthermore, multidisciplinary techniques combining ideas from cyber security, 

economics, and supply chain management willProvide an extensive recognize of third-party risk. 

Furthermore, the creation of common criteria and  

standards to evaluate vendor security policies will allow for more effective comparisons and decisions. 

Investing in proactive approaches to risk management allows firms to not only protect their operations but 

also create adaptation and resilience in an increasingly complicated business environment. 
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