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Abstract

The increasing dependency on third-party vendors has
introduced significant and complex risks to organizations,
particularly those operating within highly regulated
industries  such  as  finance,  healthcare, and
telecommunications. Traditional, static risk assessment
methodologies are proving inadequate against the dynamic
and sophisticated nature of modern cyber threats and
evolving regulatory landscapes. This review paper proposes
a comprehensive and integrated framework for third-party
vendor risk assessment and continuous compliance
monitoring. Drawing on existing literature, industry best
practices, and technological advancements, the framework is

diligence phase; the implementation of a continuous, real-
time monitoring system; and the strategic use of enabling
technologies. The paper examines key components including
vendor categorization, the role of standardized
documentation, and the application of modern tools such as
Governance, Risk, and Compliance (GRC) platforms,
security ratings services, and threat intelligence feeds. By
synthesizing these elements, this paper provides a robust,
scalable, and proactive model for managing third-party risk,
ultimately strengthening an organization's security posture
and ensuring sustained regulatory compliance in a complex
interconnected ecosystem.

structured around three core pillars: an initial, risk-based due

Keywords: Third-Party Risk, Vendor Risk Management, Compliance Monitoring, Due Diligence, GRC, Highly Regulated
Industries

1. Introduction

1.1. Background and Context: The Rise of Third-Party Dependencies

The modern business environment is characterized by an intricate web of interconnected relationships, where organizations
increasingly rely on third-party vendors for critical functions ranging from cloud hosting and software services to data processing
and supply chain logistics (Ezeilo & Uzoka, 2021). This growing reliance on external partners, while offering significant benefits
in terms of efficiency, specialization, and cost reduction, has simultaneously introduced a complex array of new risks. These
dependencies mean that an organization’s security posture is no longer defined solely by its internal defenses but is equally
reliant on the security practices of its entire third-party ecosystem (Evans-Uzosike & Okatta, 2019). Consequently, a security
incident or compliance failure at a single vendor can have a cascading effect, leading to a major data breach, significant financial
loss, or a severe blow to an organization's reputation. This interdependence has made the management of third-party risk a core
strategic challenge for all organizations, especially those in highly regulated industries.

The evolution of technology has dramatically accelerated this trend. The widespread adoption of cloud computing and the
proliferation of Software-as-a-Service (SaaS) providers have led to an explosion in the number of vendor relationships a single
organization must manage. This digital transformation, while essential for staying competitive, has blurred traditional
organizational boundaries and expanded the attack surface.
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In this context, effective third-party risk management
(TPRM) has moved from being a technical concern to a
fundamental component of business resilience and corporate
governance. Organizations must now demonstrate not only
their own compliance and security but also that of their third-
party partners. This has created an urgent need for a more
sophisticated, dynamic, and integrated approach to managing
these complex dependencies.

1.2. The Problem Statement: Inadequacies of Traditional
Risk Management

Traditional approaches to vendor risk management are
proving to be fundamentally inadequate for the challenges of
the modern digital landscape. These methodologies typically
rely on static, point-in-time assessments, such as a single
review during vendor onboarding and subsequent annual
questionnaires or audits. This reactive and manual process
fails to capture the dynamic nature of risks, leaving
organizations exposed to significant vulnerabilities that may
arise between formal assessments. A vendor’s security
posture can change rapidly due to a new zero-day exploit, a
change in staff, or a configuration error, and a static review is
ill-equipped to detect these shifts in a timely manner. The
reliance on self-reported data from vendors further
compounds this problem, as it can be incomplete, outdated,
or inaccurate, creating a false sense of security for the
organization.

Moreover, many existing risk management efforts operate in
departmental silos. Cybersecurity teams may assess technical
risks, legal teams may review contractual compliance, and
procurement teams may focus on financial viability, but these
functions often lack a cohesive, integrated view. This
fragmented approach prevents a holistic understanding of a
vendor’s total risk profile, leading to redundancies,
inefficiencies, and critical gaps in oversight. Without a
unified framework, organizations struggle to prioritize their
risk management efforts, often treating all vendors equally
regardless of their criticality. This scattershot approach is
inefficient and leaves the highest-risk relationships
potentially unmanaged. Addressing this critical gap requires
a paradigm shift towards a comprehensive and continuous
framework that is both technology-enabled and strategically
aligned across the entire organization.

1.3. Research Objectives and Scope

The primary objective of this review paper is to propose a
comprehensive and integrated framework for third-party
vendor risk assessment and continuous compliance
monitoring that is specifically tailored for highly regulated
industries. This research aims to synthesize fragmented
methodologies and best practices from the existing literature
into a cohesive, actionable model. The framework is designed
to address the inadequacies of traditional, reactive
approaches by emphasizing a proactive, data-driven, and
continuous monitoring strategy. Key objectives include: (1)
outlining a systematic risk assessment methodology, from
initial categorization to due diligence; (2) detailing the
transition from static to dynamic monitoring, highlighting the
role of real-time data and automated alerts; (3) exploring the
critical role of technology, including GRC platforms, security
ratings, and threat intelligence, in enabling this transition; and
(4) discussing the implementation challenges and best
practices.

The scope of this paper is limited to third-party vendor
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relationships that involve access to sensitive data or critical
business processes within highly regulated sectors such as
finance, healthcare, and government. It focuses on the risk
and compliance aspects of these relationships, without
delving into the intricacies of contract negotiation or financial
management beyond their direct impact on risk. By focusing
on these core areas, the paper provides a specialized and
relevant framework that can be adopted by organizations with
stringent security and compliance requirements. This focus
allows for a deeper and more impactful discussion on the
specific challenges and solutions relevant to these industries.

1.4. Structure of the Paper

This paper is structured to provide a clear and logical
progression from problem identification to the proposal of a
comprehensive solution. Following this introduction, Section
2 provides a detailed literature review, tracing the evolution
of third-party risk management and its alignment with
various regulatory and theoretical frameworks. This section
also includes a gap analysis of existing methodologies,
establishing the foundation for the proposed framework.
Section 3 presents the core of this paper: the Third-Party
Vendor Risk Assessment and Monitoring Framework itself.
It is divided into two key parts, focusing first on the initial
risk assessment methodology and then on the principles of
continuous compliance monitoring. This section provides a
practical, step-by-step guide to the framework's components.
Section 4 delves into the practical aspects of implementing
the framework, discussing common challenges, and outlining
a set of best practices for effective TPRM. It also explores the
critical role of organizational culture and leadership in
ensuring the framework’s long-term success. Finally, Section
5 concludes the paper by summarizing the key findings and
contributions, acknowledging the framework’s limitations,
and offering recommendations for future research. The
structure is designed to guide the reader through a logical
argument, demonstrating why the proposed framework is a
necessary and timely solution to the complex problem of
third-party vendor risk in a highly interconnected world.

2. Literature Review

2.1. Evolution of Third-Party Risk Management (TPRM)
The evolution of Third-Party Risk Management (TPRM) has
been a direct response to the increasing reliance on a complex
web of external vendors. Initially, TPRM was a manual and
reactive process, often consisting of a simple, one-time due
diligence review during a vendor's initial onboarding (Ezeilo
& Uzoka, 2021). This early approach became unsustainable
as the volume of third-party relationships grew and as data
breaches became more frequent and sophisticated (Evans-
Uzosike & Okatta, 2019). The literature from this period
highlights the shift from episodic checks to a more
continuous and comprehensive approach, emphasizing the
need for proactive measures rather than simply reacting to
incidents. The progression of TPRM has been documented as
a move from simple checklists and questionnaires toward
more dynamic, data-driven methodologies that consider the
full lifecycle of a vendor relationship (Akinbola et al., 2020).
The current state of TPRM is characterized by a move
towards real-time monitoring and a more integrated approach
with enterprise risk management (Okolo, 2020). Modern
frameworks now integrate various data sources, including
threat intelligence feeds and security ratings, to provide a
more accurate and up-to-date view of a vendor's risk posture.

570


www.allmultidisciplinaryjournal.com

International Journal of Multidisciplinary Research and Growth Evaluation

Research has shown that this evolution is fueled by the need
for operational resilience and the protection of sensitive data
from increasingly sophisticated cyber threats (Ashiedu et al.,
2020). This shift underscores the recognition that a vendor's
security is not static and requires continuous assessment
(Olufemi-Phillips et al., 2020). By adopting these advanced
methods, organizations can move beyond traditional reactive
models to a more predictive and resilient risk management
strategy (Singh, 2019).

2.2. Regulatory Landscape and Industry Standards (e.g.,
GDPR, HIPAA, SOX)

The modern regulatory landscape is a primary driver for the
formalization and enforcement of TPRM frameworks.
Legislation like the General Data Protection Regulation
(GDPR) and the Health Insurance Portability and
Accountability Act (HIPAA) have imposed strict
requirements on organizations, making them accountable for
the data protection practices of their third-party vendors
(Garcia et al., 2018). These regulations compel organizations
to conduct rigorous due diligence to ensure that their vendors
maintain the same high standards for data security and
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privacy (Sobowale et al., 2020). Similarly, financial
regulations like the Sarbanes-Oxley Act (SOX) have
underscored the need for robust internal controls that extend
to third-party systems, ensuring greater financial
transparency and integrity across the ecosystem (Akinrinoye
etal., 2020).

Beyond national and regional laws, specific industry
standards also mandate rigorous TPRM. The Payment Card
Industry Data Security Standard (PCI DSS), for instance,
requires entities that handle credit card data to manage third-
party security, highlighting the interconnectedness of
compliance (Ibitoye et al., 2017). The literature demonstrates
that organizations must continuously adapt their frameworks
to an evolving regulatory environment, with new data privacy
laws like the California Consumer Privacy Act (CCPA)
adding complexity (Rodriguez & Kim, 2021) as seen in Table
1. The emphasis is on developing integrated control systems
that provide assurance that all third-party relationships are
managed in a compliant manner. Compliance is not just a
legal obligation but a strategic imperative that builds trust and
maintains business continuity (Adewoyin et al., 2020).

Table 1: Summary of Regulatory Landscape and Industry Standards in TPRM

Key

Aspect Regulations/Standards

Organizational Implications

Strategic Outcomes

Data Protection &

Organizations are accountable for vendor data

Builds compliance assurance, protects

Privac GDPR, HIPAA practices; must ensure robust data security and customer trust, and mitigates legal
y privacy controls. risks.
Financial Sarbanes-Oxley Act Requires internal controls that extend to third-party Enhances flnanglal_ integrity and
. reduces systemic risk across the
Transparency (SOX) systems for accurate reporting.
ecosystem.
L . . - Ensures secure transactions and
Payment Security PCI DSS Entities handling credit card data must oversee third- reduces exposure to payment-related

party security practices.

breaches.

Laws acts

Evolving Privacy |[CCPA and similar regional| Organizations must continuously adapt frameworks
to meet new legal requirements.

Supports long-term resilience,
adaptability, and competitive
advantage.

2.3. Theoretical Frameworks in Risk and Compliance

The foundational principles of modern TPRM are rooted in
established theoretical frameworks for risk and compliance.
The Committee of Sponsoring Organizations of the
Treadway  Commission (COSO) Enterprise  Risk
Management (ERM) Framework is a widely adopted model
that provides a conceptual foundation for managing all types
of risk, including those from third parties (Roberts & Lee,
2018). It promotes a holistic view of risk, integrating it into
the organization's overall strategy and performance.
Similarly, the ISO 31000 standard provides a principles-
based approach to risk management, offering a structured,
systematic process for identifying, analyzing, and treating
risks associated with vendor relationships (Nwaimo et al.,
2019). These models move beyond simply identifying risks
to creating a proactive and strategic culture of risk awareness.
In addition to broad risk management models, cybersecurity
frameworks provide more specific guidance. The NIST
Cybersecurity Framework (CSF) provides a crucial,
actionable model for managing cybersecurity risks, which are
a major component of third-party risk (Johnson et al., 2020).
The NIST CSF helps organizations assess their cybersecurity
posture and provides a structured way to manage and
communicate risk, enabling better oversight of vendors. By
mapping vendor controls and security measures against these
standards, organizations can ensure a consistent and

defensible approach (Harris, 2021). The application of these
theoretical frameworks is essential for developing a TPRM
program that is not merely a collection of reactive processes
but a strategically aligned component of enterprise
governance (Fagbore et al., 2020; Osho et al., 2020).

2.4. Gap Analysis of Existing Methodologies

While the evolution of TPRM has been significant, a critical
gap analysis of existing methodologies reveals persistent
limitations. Many traditional frameworks rely on static,
point-in-time assessments, such as annual questionnaires and
audits, which fail to capture changes in a vendor's security
posture between assessments (Peterson & Evans, 2018). This
reactive approach is ill-equipped to handle the dynamic
nature of modern cyber threats and the continuous changes in
vendor environments (Foster, 2019). The reliance on self-
reported data from vendors further exacerbates this gap, as it
may not always be accurate or complete, creating a
significant vulnerability window for the organization.
Another critical gap is the lack of integration between various
risk management functions. Often, cybersecurity,
compliance, and operational risks are managed in silos,
preventing a unified view of a third party’s total risk profile
(Wang, 2021). The absence of a centralized platform or a
holistic methodology leads to redundant efforts and a
fragmented understanding of risk (Odio et al., 2021). The
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literature points to a clear need for a framework that is both
comprehensive and integrated, using technologies like big
data analytics to create a unified view of risk (Lawal et al.,
2020). Addressing this gap requires a framework that can not
only identify and assess risks but also continuously monitor
and respond to them in a coordinated, lifecycle-based
manner.

3. Third-Party Vendor Risk Assessment and Monitoring
Framework

3.1. Risk Assessment Methodology

3.1.1. Categorization and Tiering: Classifying Vendors
based on Criticality and Risk Level

A foundational component of any effective TPRM
framework is the systematic categorization and tiering of
third-party vendors. This process involves classifying
vendors based on the criticality of their services and the level
of risk they introduce to the organization's operations, data,
and compliance (Nwani et al., 2020). This initial step moves
an organization away from a one-size-fits-all approach,
which is inefficient and often leaves the highest-risk
relationships inadequately managed. For instance, a vendor
with access to sensitive customer data would be placed in a
higher-risk tier than one that only provides office supplies.
This tiered approach allows for the allocation of resources
and due diligence efforts to the most critical relationships,
ensuring that risk management activities are proportionate to
the potential impact of a vendor failure or security incident
(Adelusi et al., 2020).

The process of categorization and tiering is not a one-time
activity; it should be reviewed regularly as vendor
relationships evolve. Factors such as the type of data handled,
the services provided, and the vendor’s access to critical
systems determine their risk profile (Abisoye & Akerele,
2021). The goal is to create a dynamic classification system
that reflects the current state of each relationship, ensuring
that the level of oversight and due diligence remains
appropriate (Lee & Smith, 2018). By implementing a clear
and justifiable tiering methodology, organizations can
establish a scalable and defensible framework that forms the
basis for all subsequent risk and compliance activities,
thereby avoiding both under- and over-assessment of their
vendor ecosystem (Daraojimba et al., 2021).

3.1.2. Initial Due Diligence: Components of a Thorough
Pre-Engagement Assessment

Once a vendor has been tiered, a comprehensive initial due
diligence process is essential before any engagement. This
phase involves a thorough assessment of the vendor’s
security, financial, and operational controls to determine their
ability to meet the organization's risk and compliance
requirements (Fiemotongha et al., 2021). This is a critical
step in a proactive TPRM framework, as it aims to identify
and mitigate potential risks before they can impact the
organization. Components of this assessment typically
include a review of the vendor’s security certifications, such
as 1SO 27001 or SOC 2 reports, as well as an examination of
their business continuity and disaster recovery plans (Jones
& Miller, 2019). The rigor of this due diligence is directly
proportional to the vendor's assigned risk tier.

For high-risk vendors, the due diligence process may also
include on-site audits, penetration testing results, and a
detailed review of their data handling and access
management procedures. This granular analysis provides a
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deeper understanding of the vendor’s security posture beyond
what is provided in a standard questionnaire (Ogunnowo et
al., 2020). The objective is not to find a perfect vendor, but
to identify and understand all potential risks so that they can
be effectively managed through contractual agreements and
ongoing monitoring (Ogeawuchi et al., 2021). This proactive,
evidence-based approach to initial due diligence sets the
stage for a secure and compliant partnership, providing a
strong foundation for the entire lifecycle of the vendor
relationship (Ogunnowo et al., 2020)..

3.1.3. Standardized Questionnaires and Documentation:
Using Tools like SIG Questionnaires and Evidence
Requests

Standardized questionnaires and supporting documentation
are foundational tools for gathering consistent and
comparable information from third-party vendors during the
due diligence phase. Tools like the Shared Assessments
Standardized Information Gathering (SIG) questionnaire
provide a comprehensive, industry-recognized framework for
collecting data on a vendor's controls across various risk
domains, including information security, privacy, and
business continuity (Gbenle et al., 2021). The use of such a
standardized tool is crucial for efficiency, as it streamlines the
data collection process and provides a clear baseline for
evaluating vendors against a common set of criteria (Omisola
et al., 2020). This consistency allows organizations to
benchmark vendors and ensures that all potential risks are
systematically addressed, irrespective of the wvendor's
industry or size.

However, questionnaires alone are often insufficient. It is
imperative to couple these tools with formal evidence
requests, which require vendors to provide proof of their
asserted controls. This can include copies of their security
policies, third-party audit reports (e.g.,, SOC 2), and
penetration test summaries (Nwani et al., 2020). This
evidence-based approach validates the self-reported
information and significantly enhances the reliability of the
risk assessment. The process of gathering and reviewing this
documentation is a core part of the due diligence workflow,
ensuring that the organization’s risk decisions are based on
verifiable data rather than on unverified claims (Odofin et al.,
2020). Leveraging these tools effectively strengthens the
initial assessment and provides a strong, auditable trail of due
diligence efforts (Ogunnowo et al., 2020).

3.2. Continuous Compliance Monitoring

3.2.1. Transition from Static to Dynamic Monitoring: The
Need for Real-Time Data and Automated Alerts

The traditional practice of relying on static, annual reviews
for third-party risk management is fundamentally flawed in
today's dynamic threat landscape. A static approach leaves
organizations exposed to significant risk for extended
periods, as a vendor’s security posture can change rapidly due
to new vulnerabilities, system changes, or a breach (Adenuga
etal., 2019). The literature emphasizes a critical transition to
dynamic, continuous compliance monitoring, which uses
real-time data to provide an up-to-the-minute view of a
vendor’s risk profile (Adenuga et al., 2020). This
methodology is far more effective at detecting and
responding to emerging threats and compliance issues
(Adesuyi et al., 2019). Continuous monitoring, enabled by
automated tools, eliminates the reliance on point-in-time
assessments and provides a proactive defense against
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evolving risks.

Automated alerts are a key component of this dynamic
approach. Instead of manually reviewing reports,
organizations can receive immediate notifications when a
significant change in a vendor’s risk profile is detected. This
could be a sudden increase in malware infections, a change
in network configuration, or the public disclosure of a data
breach (Ikwuanusi et al., 2018). The ability to react swiftly to
these alerts is paramount to minimizing potential damage.
This proactive stance, driven by real-time data, allows
organizations to engage with vendors immediately to
remediate issues, rather than discovering a problem months
later during a scheduled review (Jones & Williams, 2020).
This shift from a reactive to a proactive model is essential for
maintaining a strong security and compliance posture in an
interconnected ecosystem.

3.2.2. Key Performance Indicators (KPIs) and Metrics for
Monitoring: What to Measure and How

Effective continuous monitoring relies on clearly defined
Key Performance Indicators (KPIs) and metrics that provide
an objective measure of a vendor's risk and compliance
status. These metrics should be tied directly to the
organization’s risk appetite and regulatory requirements. For
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example, a KPI might track the number of unresolved
security vulnerabilities, the timeliness of patch management,
or the frequency of policy violations (Adams et al., 2020).
These quantifiable measures provide a clear and consistent
way to evaluate performance and compare vendors against
one another, moving beyond subjective assessments. They
also enable organizations to create dashboards and reports
that provide a holistic, at-a-glance view of the entire vendor
ecosystem, which is critical for making informed decisions
(Ogunbowale & Adebisi, 2021).

The data for these KPIs can be collected from various
sources, including automated security ratings, vulnerability
scans, and real-time threat intelligence feeds. This multi-
source approach ensures a comprehensive and accurate risk
picture. Furthermore, the use of metrics allows for the
establishment of risk thresholds and automated alerting
systems, which are essential for a continuous monitoring
program (Adams & Adewale, 2018). By focusing on a core
set of relevant KPIs, organizations can ensure that their
monitoring efforts are efficient and effective as seen in Table
2. This data-driven approach to monitoring is essential for
scaling a TPRM program and providing leadership with the
insights needed to manage third-party risk strategically and
proactively (Odofin et al., 2020).

Table 2: Key Performance Indicators (KPIs) and Metrics for Continuous Vendor Monitoring

risk posture.

Aspect Description Examples of Metrics Outcomes/Benefits
Provide objective, quantifiable Unresolved security vulnerabilities, .
Purpose of - L Moves beyond subjective assessments
measures of vendor compliance and | timeliness of patch management, frequency ; -
KPIs and supports fair vendor comparisons.

of policy violations.

Collect metrics from automated
Data Sources | systems and external intelligence to
ensure accuracy.

Security ratings, vulnerability scans, real-
time threat intelligence feeds.

Creates a comprehensive and reliable
risk picture.

Establish predefined thresholds and

Thresholds & automated triggers for deviations.

Risk Alerts when vulnerabilities remain
unpatched beyond SLA, spikes in policy

Enables proactive risk management and
timely remediation.

programs.

Alerts violations.
. Use KPI dashboards and reports to - . . . . .
Strategic inform leadership and scale TPRM Holistic dashboards displaying vendor Supports strateg_lt; demsmn-m_akmg,
Impact ecosystem performance. program scalability, and resilience.

3.2.3. Leveraging Technology: The Role of GRC
Platforms, Security Ratings Services, and Threat
Intelligence Feeds

The transition to a modern, dynamic TPRM framework is
made possible by leveraging advanced technologies,
particularly Governance, Risk, and Compliance (GRC)
platforms, security ratings services, and threat intelligence
feeds. GRC platforms provide a centralized system for
managing the entire vendor lifecycle, from initial due
diligence to ongoing monitoring and reporting (Gbenle et al.,
2021). These platforms automate workflows, store all
relevant documentation, and provide a single source of truth
for all vendor risk data, thereby eliminating the fragmentation
and manual effort associated with traditional methods
(Adenuga et al., 2020). They are essential for ensuring a
repeatable and auditable process, which is critical for
regulatory compliance.

Security ratings services offer an external, objective measure
of a vendor’s security posture, providing a quantifiable score
based on publicly available data. These services provide
continuous, real-time insights into a vendor's risk profile
without requiring direct interaction, making them a powerful
tool for large-scale monitoring (Nwulu et al., 2021). In
addition, threat intelligence feeds provide up-to-the-minute
information on emerging cyber threats, vulnerabilities, and

third-party-specific incidents, enabling a proactive response
to new risks (ldowu et al., 2020). By integrating these
technologies, an organization can move beyond reactive, self-
reported data to a predictive, data-driven approach, creating
a truly robust and resilient third-party risk management
program (Nwani et al., 2020).

4. Implementation, Challenges, and Best Practices

4.1. Framework Implementation and Integration with
Business Processes

Effective implementation of a TPRM framework requires its
seamless integration into core business processes, moving it
beyond a standalone compliance function. This integration
ensures that risk management is not an afterthought but a
fundamental component of every stage of the vendor
lifecycle, from procurement to contract termination (Adebisi
& Umeokonkwo, 2018). For example, a new vendor cannot
be onboarded until their risk assessment is completed and
approved, thereby embedding risk controls into the
operational workflow (Ezeilo et al., 2021). This approach
streamlines decision-making, as business units are
empowered to make informed choices about vendor
relationships while adhering to established risk policies.
Implementing an integrated framework also facilitates
collaboration between departments, such as legal,
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procurement, and IT security, which is critical for a holistic
view of vendor risk (Agbi et al., 2020).

The integration process leverages technology to automate key
steps and ensure consistency across the organization. GRC
platforms, for instance, can be configured to trigger
automated workflows, such as sending due diligence
questionnaires or renewal reminders, as part of the standard
procurement process (Ogeawuchi et al., 2021). This
automation reduces manual effort and minimizes the risk of
human error or oversight. A successful implementation
strategy includes comprehensive training for all stakeholders
on their roles and responsibilities within the framework,
ensuring buy-in and consistent application of the policy
(Mgbame et al., 2020). By embedding TPRM into the fabric
of daily business operations, organizations transform risk
management from a burden into a source of competitive
advantage and operational resilience (Akpe et al., 2020).

4.2. Key Challenges in Adopting the Framework

Despite the clear benefits, adopting a comprehensive TPRM
framework presents several key challenges, particularly for
organizations with existing, entrenched processes. One of the
primary obstacles is gaining a complete and accurate
inventory of all third-party relationships, a task made difficult
by shadow IT and decentralized procurement practices
(Kolawole et al., 2019). Without a full picture of the vendor
ecosystem, it is impossible to apply a consistent risk
assessment methodology or to monitor all relevant parties
effectively (Ogunmokun et al., 2021). Another significant
challenge is resource allocation. Implementing and
maintaining a robust continuous monitoring program requires
dedicated  personnel,  budget, and technological
infrastructure, which can be a substantial investment for
many organizations (Nnamdi & Alabi, 2018).

Data normalization and aggregation also pose a challenge, as
information gathered from various vendors via different
reports and questionnaires can be inconsistent and difficult to
compare (lziduh et al., 2021). Manual data entry and siloed
information systems often lead to a fragmented view of risk,
preventing a holistic understanding of the vendor portfolio
(Adewoyin et al., 2020). Overcoming these hurdles requires
a clear, top-down commitment to the project, as well as a
phased implementation strategy that allows the organization
to build the necessary capabilities and address challenges
incrementally (Fiemotongha et al., 2021). Acknowledging
these challenges upfront is crucial for developing a realistic
and successful adoption roadmap.

4.3. Best Practices for Effective TPRM

To navigate the complexities of third-party risk,
organizations must adopt a set of best practices that guide the
design and operation of their TPRM framework. A key best
practice is to adopt a risk-based approach from the outset,
focusing resources on the vendors that pose the greatest
potential threat (Ezema et al., 2021). This involves a rigorous
categorization and tiering process that is regularly reviewed
to ensure its ongoing relevance. Another crucial practice is to
ensure that vendor contracts clearly define security and
compliance obligations, including the right to audit and
requirements for timely notification in the event of a breach
(Fajuyigbe & Oladele, 2019). Legal and procurement teams
must work closely with risk management to embed these
requirements into every agreement.

Furthermore, a best-in-class TPRM program leverages
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automation and technology to streamline and scale its
operations. This includes using GRC platforms to manage
workflows, security ratings to gain objective insights, and
threat intelligence to stay ahead of new risks (Agboola et al.,
2020). A key element is the establishment of clear
communication channels with vendors, fostering a
collaborative relationship rather than an adversarial one
(Oyedokun, 2019). Regular communication and feedback can
help to address issues proactively and build trust. By
implementing these best practices, organizations can build a
TPRM program that is not only compliant but also resilient,
efficient, and deeply integrated into their business strategy
(Odofin et al., 2020).

4.4. The Role of Organizational Culture and Leadership
The success of a TPRM framework is fundamentally
dependent on the organizational culture and the commitment
of its leadership. Without a culture that prioritizes security
and compliance as a shared responsibility, even the most
robust framework will fail. Leaders must champion the
TPRM initiative from the top down, communicating its
importance to all employees and demonstrating that it is a
strategic imperative, not just a procedural requirement
(Ogundare & Adebiyi, 2019). This includes providing the
necessary resources—both financial and human—to ensure
the framework can be properly implemented and maintained.
A strong culture of risk awareness ensures that employees at
all levels, from procurement specialists to senior executives,
understand their role in mitigating third-party risk (Odofin et
al., 2020).

Moreover, a forward-thinking leadership team must integrate
the TPRM function directly into the enterprise-wide risk
management structure, rather than leaving it as a siloed
activity (Sharma et al., 2019). This strategic alignment
ensures that vendor risks are considered alongside financial,
operational, and reputational risks, providing a holistic view
of the organization’s risk profile (Idowu et al., 2020).
Leadership's role extends to celebrating successes and
holding individuals accountable for their contributions to risk
management, reinforcing the importance of the framework
(Onwuchekwa et al., 2017). By fostering a culture of
accountability and providing strong leadership, organizations
can ensure that their TPRM framework is not just a policy on
paper but a living, breathing part of their business operations
(Collins & Williams, 2019).

5. Conclusion and Future Work

5.1. Summary of Findings and Contributions

This paper set out to address the critical need for a modern,
integrated framework for third-party vendor risk assessment
and compliance monitoring in highly regulated industries. It
was found that traditional, static approaches are insufficient
in the face of dynamic and sophisticated cyber threats. The
core contribution is the proposed framework, which
synthesizes best practices from the literature, emphasizing a
shift from reactive, point-in-time assessments to proactive,
continuous monitoring. The key components of this
framework include a risk-based categorization methodology,
thorough due diligence, and the strategic use of enabling
technologies like GRC platforms, security ratings services,
and threat intelligence feeds.

This integrated approach provides a robust and scalable
solution that can significantly enhance an organization’s
security posture. By adopting the framework, organizations
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can manage vendor risk throughout the entire relationship
lifecycle, ensuring that their compliance efforts are not only
defensible but also strategically aligned with their business
objectives. The framework's value lies in its ability to
centralize risk data, automate workflows, and provide
continuous, objective insights into the vendor ecosystem.
This move toward a predictive and resilient model represents
a substantial advancement in the field of enterprise risk
management.

5.2. Limitations of the Proposed Framework

While the proposed framework offers a comprehensive
solution, it is not without limitations that warrant
consideration. The primary challenge is the significant
investment required for implementation, which includes the
acquisition of sophisticated GRC platforms and the allocation
of dedicated human resources. Smaller organizations or those
with limited budgets may find it difficult to adopt the full
scope of the framework, necessitating a scaled-down
approach that may not provide the same level of assurance.
Another limitation is the dependence on external data sources
and vendor cooperation. The effectiveness of continuous
monitoring tools and due diligence questionnaires relies
heavily on the accuracy and completeness of the data
provided, which can be a point of vulnerability if not verified
meticulously.

Furthermore, the framework’s success is deeply intertwined
with organizational readiness and the maturity of its IT and
risk management functions. Without a strong, unified data
governance policy, the aggregation and normalization of
information from various sources could become a major
challenge, leading to a fragmented view of risk. The
framework's prescriptive nature may also limit its flexibility
to adapt to unique, niche industries or unforeseen regulatory
changes. Therefore, while providing a solid foundation, the
model requires ongoing customization and expert oversight
to truly reflect the unique risk appetite and operational
realities of a given organization.

5.3. Recommendations for Future Research

The findings of this paper open several avenues for future
research to further refine and validate the proposed
framework. An immediate area for empirical investigation is
to conduct a longitudinal case study to measure the tangible
return on investment (ROI) and risk reduction achieved by
organizations that have transitioned from traditional to a
more dynamic, continuous TPRM model. This research could
quantify the benefits in terms of reduced breach costs, lower
audit findings, and improved operational resilience. Another
crucial area is to explore the ethical and legal implications of
continuous, real-time monitoring of third parties, particularly
concerning data privacy and the contractual obligations of
data sharing.

Furthermore, future research could focus on developing more
accessible and scalable versions of the framework for small
and medium-sized enterprises (SMEs) that lack the resources
for full-scale GRC platforms. This could involve creating
open-source tools or simplified methodologies tailored to
their needs. Finally, a comparative study analyzing the
efficacy of different types of security ratings services and
threat intelligence feeds would provide valuable insights for
practitioners seeking to optimize their technology stack.
Research into the use of emerging technologies like
blockchain for secure, transparent data sharing and smart
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contracts for automated compliance could also represent a
significant step forward in the field.

5.4. Final Remarks

In a business landscape increasingly defined by
interconnectedness, third-party relationships are no longer an
operational detail but a core strategic consideration. The
security and resilience of any organization are intrinsically
linked to the integrity of its vendor ecosystem. This paper has
demonstrated that relying on static, periodic assessments is a
fundamentally flawed approach and that a transition to a
proactive, continuous, and technology-enabled framework is
not merely a best practice, but a business imperative. The
framework proposed herein provides a clear and actionable
roadmap for organizations to build a defensible and resilient
position against the evolving threat landscape.

The journey toward effective third-party risk management is
ongoing. It requires continuous adaptation to new
technologies, emerging threats, and evolving regulatory
mandates. This framework serves as a guide for that journey,
providing the principles and components necessary to
establish a robust and scalable program. Ultimately,
managing third-party risk is a shared responsibility that
demands a collaborative culture and strong leadership. By
embracing the principles of continuous monitoring and
proactive diligence, organizations can transform their third-
party relationships from a source of risk into a driver of trust
and long-term success.
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