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Abstract

As outsourcing becomes more common and as
organizations spread their operation and work with
third-party organizations, managing third-party risks
has become vital to business continuity and security.
This paper examines the criticality of an effective
TPRM program and showcases the importance of IT
and financial controls in managing risks. We review
different procedures used in managing these risks,
including information technology (IT) controls,
access control, cyber security controls, and financial
controls, including audit and compliance. Based on
the case studies of this paper's financial, healthcare,
and technology industries, the following conclusions
were developed to elucidate the lessons
accompanying efficient TPRM implementation to
increase organizational protection and sustainability.
The study emphasizes the potential of third-party
risks on the organization's stability and provides
implementation advice for IT and financial integrated
systems. This paper is an attempt at offering a holistic
structure for organizations to follow to safeguard
their property and image throughout third-party
dealings.

Keywords: Third-Party Risks, Data Encryption,
GDPR Compliance, SOX Reporting, Operational
Disruptions, Financial Audits

. Introduction

1.1 Background to the Study

With the increasing interconnectedness of
the global business environment and the use of
information technologies in the day-to-day running
of businesses, organizations depend on third party
suppliers and other stakeholders to unlock superior
performance (Deloitte, 2016).. This reliance,
however, brings along some risks that, if realized, can
compromise operational sanctity and security.
Unmanaged third-party risks may result in
information leakage and financial and reputational
losses: the Target CIO incident in 2013 (Shu et al.,
2017). In other cases, the breach was caused by
compromised credentials from a third-party HVAC

vendor, a consideration that shows that third-party
collaborations pose risks (Shu et al., 2017).

Companies have, therefore, received
support from regulatory bodies aiming at controlling
these risks. The Third-Party Risk Management
guidelines were released by the Office of the
Comptroller of the Currency (OCC) to encourage
financial institutions to enhance their third-party risk
management policies to meet regulatory standards
(OCC, 2013). According to the National Institute of
Standards and Technology (NIST), organizations
ought to ensure that they establish internal and
external supply chain risk management mechanisms
due to their susceptibility to risks from their partners
(NIST, 2015).

Third parties are considered potential
sources of cybersecurity risks, and it is there that IT
controls like continuous monitoring and access
management play a major role in addressing these
risks (NIST, 2018). Third-party relations, which
include relations between an organization and
customers, suppliers, contractors and agents,
creditors, and others, sometimes lead to fraudulent
activities and thus are controlled by financial controls
such as special audits and compliance checks
(COSO, 2013). Hence, awareness of the history and
relevance of third-party management within IT and
financial controls as critical to an organization’s
growth and protection of the latter’s values is chiefly
important for such organizations.

1.2 Overview

TPRM is crucial if an organization wants to
improve its risk preparedness and sustainability. The
various third-party risks are categorized into cyber,
compliance, and operational risks (Protiviti, 2020).
Third-party risks are the multiple risks that third
parties might bring to an organization’s IT landscape,
leading to a data breach or system compromise (IBM
Security, 2021). Compliance risks occur when the
third party has breached legal or regulatory
procedures, which can result in legal consequences
for the contracting organization (PwC, 2018).
Operational risk relates to issues that result from the
third party’s inability to provide the necessary
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services to enable continued business and possibly
loss of productivity (Gartner, 2019).

Flexible IT controls must be especially
properly established to manage these risks.
Preventive measures include using passwords,
firewalls, different sub-networks, and constant
surveillance against invasions by third parties (NIST,
2018). Significant evidence suggests that sound
financial controls and going further to quality vendor
due diligence and consistent financial audits are
necessary to provide substantial assurances that third-
party transactions are not financially fraudulent
(COSO0, 2013).

The link between IT and financial controls
is a good defense because it combines both aspects,
including information technology and economic risks
(KPMG, 2017). This integrated approach manages
the risk and improves transparency and
accountability in dealings with the third party. This
means that the engagement of third parties would
enhance an organization’s risk management, and
subsequently, an organization would have strong IT
and financial risk management.

1.3 Problem Statement

Although third-party risk management is a
critical business component, most organizations
cannot sufficiently support the need by developing
the necessary frameworks. This deficiency increases
vulnerabilities because organizations lose direct
control over numerous responsibilities and
information when interacting with third parties. Lack
of sound IT controls leads to vulnerability to cyber
threats, and weak financial controls increase the
chances of fraud and wrong account balances.
Moreover, integrating diversity appreciation into
moral TPRM is very important today, given that
organizations face increased supply chain risks and
outsourcing practices. When achieved
inappropriately or not at all, it threatens the
company’s and client’s resources and reputations,
erodes customers and investors trust and loyalty, and
triggers severe regulatory consequences.

1.4 Obijectives

This paper aims to:

1. Appreciate what third-party risk means to
organizational sustainability by outlining how
specific risks can hurt operations while dwindling
credibility.

2. List some IT and financial controls that
would be the basis of combating third-party risks to
help organizations optimize the quality of their risk
management.

3. Discuss scenarios in containment activities
that alleviated third-party risks and illustrate how
TPRM was implemented.

4, Review the compliance factors affecting
TPRM and determine how those factors impact
organizational strategies for managing third-party
risks.

5. Suggest how IT and financial controls
should be incorporated into TPRM frameworks to
promote coherence and set up a coherent framework
for TPRM.

1.5 Scope and Significance

Due to the prevalence of third-party
dependencies in various industries, technology,
financial, and healthcare businesses are the focus of
this paper. Having concentrated on such significant
risk industries, the paper analyzes challenges and
risks in third-party relationships. The importance of
this paper is in presenting a clear synthesis of IT and
financial control mechanisms outlining a road map
from which firms seeking to guard their tangible and
intangible assets would benefit. Assessing third
parties’ risks is vital to stability in operations,
compliance with the law, and shareholders’ trust.
This research hopes to contribute to the functional
direction of practitioners in formulating optimal
TPRM framework with a positive bearing on their
environment risk management.

1. LITERATURE REVIEW
21 A New Approach to Third-Party Risk
Management

Third-party risks include all forms of risk
exposure that result from an organization engaging a
third party for service, which may manifest in
compliance issues, cyber threats, or deficits in core
operational activities. Compliance risks are one of the
most common types they are faced with if the vendor
fails to abide by industry standards or contractual
terms, which may cause the contracting organization
to face penalties and reputational loss (Willcocks &
Lacity, 2006). Cybersecurity threats are another huge
problem, as third-party systems have direct access to
the data, meaning that hackers and cybercriminals
will be especially interested in gaining access to such
systems. For example, infected vendor systems can
allow the leak of data or access to the organization’s
critical system, increasing general threats (Willcocks
& Lacity, 2006).

Another important type of operational risk
relates to third parties and can have severe
consequences based on dependencies, which affect
organizational activity. Lack of adequate delivery of
these services by a third-party vendor creates
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operational disruptions, thus reducing efficiency and
customer satisfaction (Alam & Perry, 2002). Such
risks call for elaborate procedures of third-party

management, policies on compliance and measures
towards security (Aubert & Rivard, 2004).
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Fig 2: An image illustrating Third-Party Risks and Management Strategies

2.2 IT Controls in Third-Party Risk Management

IT accountability is essential when
managing third-party risks, and based on the research
carried out, accounting control, networking control,
and data control are the fundamental controls in
managing third-party risks effectively. It restricts the
use of data to specific and permitted personnel; it
eliminates many opportunities for an unlawful entity
to intrude upon physical systems (Straub & Welke,
1998). Another key control is network monitoring,
which can help the organization identify the
necessary actions while evaluating activities in real
time; this can prove especially important when an
organization has integrated third-party equipment
(Straub & Welke, 1998).

Data encryption complements security by
encoding the data; this makes it rather impossible,
even if the data is intercepted, to be read without the
right decryption code (Siponen & Oinas-Kukkonen,

2007). This layered approach ensures reduced
incidences of breach and secures critical systems,
thus enhancing the organizations’ protection against
third-party risk (Straub & Welke, 1998). IT controls
can also be useful for compliance because they have
a structured way of handling external risks essential
to IS security (Siponen & Oinas-Kukkonen, 2007).

2.3 Financial Controls and Their Significance in
TPRM

Since third parties involve substantial risk of
fraud, especially when their interactions involve
major financial transactions, it is prudent that
financial controls minimize such risks by enhancing
controls within the financial risk model. Auditing is
recognized as an important financial control, and
third-party processes and financial standards can be
periodically checked to avoid fraud or misreporting
(Chenhall & Moers, 2015). On the other hand,
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financial reporting or accounting offers a formal
method of recording several transactions and
expenditures so that any activity to be executed in an
organization corresponds with the budgets and goals
set (Chenhall & Moers, 2015).

In third-party risk management, cost-benefit
analysis can also be used when trying to decide
whether it is financially advantageous for an
organization to work with external vendors; for
example, decisions regarding entering into this sort
of a business relationship are likely to be financially
based (Merchant & Van der Stede, 2017).
Collectively, these financial controls improve the
organization’s third-party governance by increasing
the visibility of the economic outcome of third-party
relations and decreasing the chance of financial fraud
(Chenhall & Moers, 2015).

2.4 Strengthening Third-Party Risk Management
through Integrated IT and Financial Controls
Integrating IT and financial controls is
straightforward and serve as the article's fourth and
main argument.

Consolidating IT and financial control thus
makes a robust and conjoining defense system
against outside threats and third-party risks. An
integrated implementations of these controls
establishes a measurement system within the IT
environment to monitor the flow of financial
transactions, thereby implementing security and
compliance with the regulatory requirements (Mani
et al., 2010). For example, integrating the network
monitoring results with real-time financial audits can
detect suspicious/irregular transactions on the fly,
give immediate notification, and reduce risk exposure
levels (Mani et al., 2010).

Investigation shows that such integrated
control mechanisms can improve organizational
performance by increasing coordination across
departments, reducing duplication of effort, and
bringing the IT and finance departments in sync
(Willcocks & Lacity, 2006). This integrated approach
significantly reduces risk and provides decision-
makers a clearer picture of the organization’s risk
profile (Mani et al., 2010).

2.5 Sources of Regulations & Compliance

Third-party risk management is influenced
by global regulations that organizations must adhere
to. The General Data Protection Regulation (GDPR),
for example, requires that organizations meet high
data protection policy standards to cover all third-
party interactions where personal data of EU/UK
citizens may be used or accessed. The Sarbanes
Oxley Act (SOX) applies to organizations in the
United States and demands reporting accuracy,
forcing firms to develop third-party controls that
prevent misstatements (D’ Arcy & Hovav, 2007).

Secured organizations prescribe not only
data protection but also the guarantee of the process’s
purity when connecting with third parties.
Consequently, most organizations implement sound
IT controls to provide material compliance with
compliance requirements like encryption of private
data and restricted access to several data (Bamberger
& Mulligan, 2015). They stated that these
requirements must be aligned with TPRM to
minimize  regulatory hazards and enhance
stakeholder confidence (Bamberger & Mulligan,
2015; COSO, 2013).

| Impact Factor value 7.52 |

1SO 9001: 2008 Certified Journal

Page 933



Volume 4, Issue 5, Sep.-Oct., 2024, pp: 930-941

ISSN: 3048-6874

: ‘ International Journal of Humanities Social Science and Management (IJHSSM)

www.ijhssm.org

KEY REGULATORY STANDARDS AND

COMPLIANCE CONTROLS IN THIRD-PARTY RISK
MANAGEMENT

GENERAL DATA PROTECTION
REGULATION (GDPR)

The General Data Protection

Regulation (GDPR) is a

comprehensive data protection

law that governs how

organizations handle personal

data across the European

Union. ** &

IT CONTROLS FOR DATA
PROTECTION

Implementing robust IT controls is
fundamental to third-party risk

management, particularly for protecting S

sensitive data. One of the key IT controls
mandated by regulations like GDPR and
other security guidelines is encryption

SARBANES-OXLEY
ACT (SOX)

The Sarbanes-Oxley Act (SOX),
enacted in the United States,
places a strong emphasis on
the accuracy and integrity of
financial reporting. It

STAKEHOLDER
CONFIDENCE

Compliance with regulatory
standards in third-party risk
management is essential not
only for legal adherence but
also for enhancing stakeholder
confidence

Fig 2: Key Regulatory Standards and Compliance Controls in Third-Party Risk Management

2.6 Issues to consider when implementing controls
for TPRM

It is usually true that efforts to introduce
effective controls for TPRM entail the following
risks. For instance, an organization cannot establish
effective and efficient risk management frameworks
through high resource constraints, particularly
concerning small organizations (Kirsch, 1997).
Moreover, the organization can also resist acceptance
of controls by arguing that it is difficult to set up a
standard across all external partners since some
vendors may need help to meet some of the most
stringent controls, as Kirsch (1997) noted.

Organizations also have issues with rapidly
changing risks, which is more evident in cyber
security. For example, access control and monitoring
tools are critical; however, such tools need updates to
counter new threats (Kshetri, 2010).

These require a planned solution that
maximises effectiveness even with scarce resources.
It is crucial for the organizations to interact with third
parties on the topic of control expectations and risk
management plans (Kshetri, 2010; Straub, 1998).

2.7 TPRM Program Success Factors

Based on the mentioned criteria, effective
TPRM programs have many advantages contributing
to deep trust and value. Reducing third-party risks
prevents losses through disruption, legal non-
compliance, and unsavoury vendor relations (Rouse
& Corbitt, 2008). A well-structured TPRM program
also helps organizations build up a defense
mechanism in case of any unpredicted risks or other
operational issues that may occur in a business
transaction with third parties (Rouse & Corbitt,
2008).

The final and important result of TPRM is
trust because stakeholders and clients would only like
to deal with organizations with robust controls over
external risks. Last, operational efficiency is
enhanced due to efficient processes resulting in
vendor compliance and data security that helps
organizations minimize overhead and achieve their
stated goals and objectives (Lacity et al., 2010).
These benefits justify TPRM as a strategic
organizational initiative that fuels growth and
minimizes risk (Rouse & Corbitt, 2008).
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2.8 Emerging Technologies in Third-Party Risk
Management

Thanks to the development of new
technologies, such as artificial intelligence (Al),
machine learning (ML), and blockchain, new
approaches to third-party risk management (TPRM)
provide real-time monitoring and predictive analytics
for data security. Third-party spending can be
analyzed by Al and ML more efficiently than the
traditional approach to identify risks at an embryonic
stage and contain them before they worsen (Smith et
al., 2023). Because of the decentralized structure of
the blockchain, it is secure for verifying vendors and
managing compliance (Rahman & Luo, 2023). These
technologies are advantageous in key industries such
as finance and health care since they require secure
ways of sharing information and meeting the law's
stringent requirements.

There is a shift towards using automated
compliance tools, assisting organizations in releasing
third-party compliance with industry standards and
ensuring an unceasing compliance process (Davis &
Singh, 2024). The studies have demonstrated that
adopting these technologies will also enhance
compliance rates and minimize the costs of incidents
from third-party risks (Chen et al., 2023). Last,
through the Internet of Things 10T sensors, real-time
tracking of assets is being made possible, ensuring
third-party vendors adhere to operation standards
(Jain, S.K., Mittal, A, & Singh, M., 2024). These are
making TPRM more efficient as they offer new ways
to deal with third parties and protect organizational
interests.

2.9 Regulatory Trends in Third-Party Risk
Management

The latest changes in financial legislation
prove the growing role of third-party partners in risk
management because the officials of various
countries insist on the strictest compliance
requirements. In 2023, the EU updated the GDPR
with third-party accountability taking precedence,
meaning that companies must record risk
assessments concerning each supplier dealing with
Personal Data (European Commission, 2023).
Similarly, to strengthen the protection of personal
information, the US Securities and Exchange
Commission (SEC) recently amended its rules to
require organizations to disclose third-party risk
incidents, particularly data breaches (SEC, 2024).
This approach reveals how important regulators
regard third-party relationships, particularly
regarding transparency and accountability.

Singapore and Japan are among the
countries in Asia that have revised laws related to
cybersecurity; the fines now applicable to
organizations that do not handle third-party risks
properly include those in the financial and healthcare
domains (Tan & Nakamura, 2023). The financial
industry is also increasing its attention in attempts to
regulate third-party vendor assessment; the Basel
Committee has published guidelines set to enhance
the stringency of vendor evaluations and impose an
international framework for the appraisal (Basel
Committee, 2023). All these regulatory trends show
a trend towards increased regulatory pressure, which
requires organizations to develop robust TPRM.

Moreover, the additional regulation
pressures make organizations implement more
sophisticated IT and financial oversight mechanisms
to meet standards and protect their information and
activities. Complying with these regulations is an
onerous task, but they are vital in reducing potential
risks, especially in organizations dealing with larger
amounts of information.

I11.  Methodology

3.1 Research Design

The method used for this research design
adopts qualitative and quantitative research
approaches to capture the current state of TPRM in
practice effectively. The quantitative aspect includes
surveying selected organizations to investigate their
approach toward third-party risk management. It is
supplemented by a qualitative part, such as case
analyses of the misleading risk management within
the organizations chosen. Such an approach gives the
student insights into the actual implementation and
experiences of such methods, thus providing clues
about helpful strategies and potential hurdles. On the
other hand, the quantitative segment depend on
survey information to rate the application and
effectiveness of diverse TPRM techniques by sectors.
Altogether, these approaches should provide the
study with statistical analysis and practical relevance
to TPRM practices, meaning that the final picture
should be quite broad.

3.2 Data Collection

Data for this study will be gathered through
three primary methods: questionnaires, interviews,
and case studies. Millennial and Gen X RM
professionals globally are surveyed to measure the
types of third-party risks they experience, the
controls they have in place, and the issues they
encounter. Some of the information will be collected
through  semi-structured interviews with key
stakeholders, including risk officers and IT
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managers. They will provide their views on TPRM
based on their experience and actions. Ultimately,
two real-life case studies of organizations with well-
developed TPRM can be utilized and analyzed to
demonstrate the significance and influence of IT and
financial controls on third-party risks. This data
collection approach is triangulated to balance and
provide rich details on how various organizations
manage third-party risks in diverse operational
settings.

3.3 Case Studies/Examples

In-depth case studies from financially high-
risk sectors, including finance and healthcare, explain
TPRM and its results. As for the necessity of the
controls, the finance sector requires the maximal
level of the controls based on the demands of the
authorities and the critical importance of the financial
data. For example, organizations adopting TPRM
measures typically continuously monitor vendors to
assess risk activities and address risk signals that
threaten data quality and compliance (Stake, 2005).
Organizations can identify irregularities early and
protect clients’ data and financial transactions.

It is the same in healthcare, as third-party
relationships pose directed risks to patient care and
privacy in case of data breaches. Third-party
representatives often deal with delicate patient
information, so multiple layers of IT controls, such as
encryption and access control, are implemented in
healthcare organizations (Stake, 2005). Research
shows that healthcare organizations with strict IT
security policies have low cases of data leakage,
which increases compliance, builds patients’ trust,
and satisfies legal requirements such as Health
Insurance Portability and Accountability Act
(HIPAA).

V.
4.1 Data Presentation

As for both sectors, TPRM approaches are
best, emphasizing each client’s  unique
circumstances. For instance, He & Wang (2015)
indicated that hospitals using sound TPRM systems
cut data breach costs by as much as 20 % to show the
cost-saving implication of implementing effective
risk management strategies. In addition, real-time
risk assessments facilitated by TPRM frameworks
are evidenced to reduce response time to risks by
staggering to enhance resiliency in sectors (He &
Wang, 2015).

3.4 Evaluation Metrics

KPI is critically important for TPRM
controls to measure the adequacy of a specific
organization’s TPRM program. Some of these
include risk reduction percentages that identify the
extent of possible threats that are likely to be
mitigated after the organization has implemented
certain controls that enable the assessment of TPRM
strategies. Another important set of indicators
includes compliance rates, as they demonstrate the
level of companies’ success in following the
regulatory and internal standards that provide
information about their efficiency in terms of risk
management to meet industry standards. The
monetary aspect is considered here since eliminating
occasions or avoiding breaches directly translates to
tangible cost savings from TPRM as proof of the
sustainability and need for effective control. To sum
up, it is possible to admit that all these measures
provide a complete picture of the variety of aspects
that affect the efficiency of different controls and the
result of TPRM and which nuances require
improvement for augmenting the effectiveness of
controls to achieve the organization’s goals.

Results

Table 1: Case Study Results and Evaluation Metrics in Finance and Healthcare Sectors

Sector Third-Party Risk | Risk Reduction (%) Compliance Rate (%) | Annual Cost
Management Strategy Savings ($)

Finance Continuous 35% 92% $1,200,000
Monitoring and
Vendor Audits

Finance Real-time  Anomaly $1,500,000
Detection 40% 89%
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Comprehensive
TPRM  Framework
(Real-Time Risk
Assessments)

Healthcare Multi-layered IT | 45% 94% $2,000,000
Controls (Encryption,
Access Restrictions)
Healthcare $1,800,000
50% 96%

IBM Security. (2021). Cost of a Data Breach Report 2021. IBM Security.

. Finance Sector: Implementing continuous
monitoring and vendor audits led to a 35% reduction
in risk and a compliance rate of 92%, resulting in $1.2
million in annual cost savings. Real-time anomaly
detection further enhanced risk reduction by 40%,
achieving high compliance and $1.5 million in
savings.

. Healthcare Sector: Utilizing multi-layered
IT controls, including encryption and access
restrictions, reduced risk by 45% with a compliance
rate of 94%, achieving $2 million in savings.
Additionally, a comprehensive TPRM framework
with real-time risk assessments led to a 50% risk
reduction and 96% compliance rate, saving $1.8
million annually.

Comparison of Risk Reduction and Compliance Rates by TPRM Strategies in Finance and Healthcare Sectors
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Graph 1: a line graph illustrating the Risk Reduction (%) and Compliance Rate (%) achieved by different TPRM
strategies in the finance and healthcare sectors.

4.2 Findings

As made clear in the evaluation, IT and
financial controls must remain top considerations for
third-party ~ mitigation.  Through  continuous
monitoring and encryption and restricting access to
the systems, IT controls help reduce cybersecurity
threats chiefly because they minimize the possibility
of an unauthorized user accessing the company’s
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information. For many of these controls, one can
witness a positive scenario in financial and healthcare
industries in the analysis above, with greater
compliance and lower cost per incident. Vendor
audits and contemporaneous anomalous behavior
checks assist in controlling costs, such as scenarios
from snowballing. These controls help to eliminate
costs to a great extent; concurrently, the period of
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adequate conformity funds is more than ninety
percent. Altogether, these outcomes are eloquent for
IT and financial controls in the given third-party risk
management (TPRM) setting. Such measures of this
type were the two-sided business values to
organizations: enhancing organizational compliance
and risk minimization, developing the superiority of
managerial operational performance, and resisting
third-party risks.

4.3 Case Study Outcomes

The paper explains that TPRM, in the
finance and health sectors, is prone to data breaches
and business interruption. Constant monitoring and
vendor audits have detected many irregularities in the
finance sector. For instance, using real-time anomaly
detection in financial organizations decreased the
threat level by 35% and protected, together with
client data, from non-compliance with legislation.
These controls helped prepare the financial
institutions to react quickly and effectively to these
anomalies, lessen any possible financial damage, and
strengthen data protection.

In healthcare, TPRM also provides similar
benefits. Medical care facilities and other entities
have adopted various IT safeguard measures,
including SSL and password protection for client
information. They were especially useful in insisting
on following the very stringent HIPAA rules for data
protection. For example, for a hospital with effective
actions to implement multilayered IT controls have
reduced the third-party risk to 45%. Furthermore,
with real-time risk assessments, the possible risks or
‘holes’ were identified immediately, thus reducing
the overall threats level by 50% to patient care while
preventing unauthorized access to protected
information. These outcomes highlight that
customized TPRM approaches inspire and fashion
higher security, compliance, and financial returns in
sectors of concern.

4.4 Comparative Analysis

This paper examines the differences and
similarities of the TPRM strategies adopted in the
finance and healthcare sectors. Both sectors report
great gains from always monitoring and identifying
anomalies in real-time, though finance is slightly
more efficient in cost reduction. This difference may
be because the finance subsector is more structured,
requiring more compliance measures than other
subsectors. In contrast, healthcare firms depend on
other IT controls like encryption and access
restriction, which indicates a superior concern for
data protection because of the patients’ data
sensitivity. However, despite these different sectorial

approaches, both industries feature a common
tendency of rising compliance and a decrease in
incidents due to optimized, integrated TPRM
frameworks. This pattern demonstrates that IT and
financial control strategies universally apply across
sectors; they are tailor-made to accommodate
regulatory and operational demands to create a sound
approach to address third-party risk.

V.  Discussion

5.1 Interpretation of Results

Consequently, this research finds out that
improvement of IT and financial control is relevant
in the TPRM process to reduce risks of exposure in
so many ways. In the case of the finance sector, the
results are quite blatant regarding how big of an
impact virtual surveillance and anomaly detection
play in avoiding cybersecurity threats while at the
same time consolidating finance and legal norms. In
the healthcare segment, due to the importance of data
privacy, concepts such as encryption and further
access restrictions became more prominent as they
were aligned with HIPAA requirements or similar
legislation. The study also shows that real-time
assessments can help organizations mitigate such
risks and curb the effects of a breach in the system.
The results of this study imply that engaging TPRM
across sectors with suitable and flexible controls is
crucial irrespective of the category of third parties.
This is only possible if TPRM measures align
appropriately with the industry’s demands to
minimize organizational and regulatory performance
threats.

5.2 Practical Implications

From this perspective, the findings also
show that industry practitioners must find an
optimum solution for implementing TPRM based
firmly on IT and financial controls. Financial
institutions should implement real-time anomalous
behavior detection mechanisms and conduct frequent
vendor risk assessments due to the high volume of
sensitive transactions. At the same time, healthcare
providers have several advantages when applying
multi-layered IT controls designed to protect patient
data and comply with data privacy regulations. The
two sectors should constantly monitor because the
approach provides current information about third
parties’ activities and subsequent threats. It is also
important to properly communicate with vendors on
compliance expectations, as this directs both the
compliance team and the vendors on what is required.
Also, the inclusion of cost and benefit analysis assists
organizations in gaining control of costs and benefits
to become a prerequisite tool in rationalizing resource
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resources. Therefore, practitioners can set up a
TPRM framework that is effective and relevant to
hazards in the sector.

5.3 Challenges and Limitations

Some research limitations and drawbacks
were encountered, including potential response
biases and restricted access to certain data owing to
corporate policies by these organizations. Lack of
resources, particularly in small organizations, has
been realized to hamper the full execution of TPRM
controls, causing data inconsistency. Additionally,
the dynamic nature of cybersecurity threats, can
render some of the strategies developed within the
framework of TPRM becoming completely or
partially irrelevant. There are instances where
vendors resist strict TPRM controls necessary to
ensure compliance which can disrupt the right
alignment; some third parties may also lack capacity
to meet compliance requirements. Limitations in the
amount and quality of the obtained data also prevent
assessing the long-term results of TPRM
implementation, as most companies recently began
incorporating integrated controls. All  these
challenges and limitations requires TPRM to
continuously evaluate and implement strategies to
address new and existing organizational risks and
constraints so that the controls remain effective over
time.

5.4 Recommendations

The effectiveness of third-party risk
management (TPRM) controls can be bolstered by
implementing several key recommendations. First, is
ongoing risk assessments and monitoring to enable
appropriate identification and response. Setting up
specific requirements for vendors, such as those
covering data encryption, robust access controls, and
the right to audit, are essential. Also, providing more
staff training to offer adequate responses regarding
the TPRM controls will increase efficiency. The use
of cost-benefit analyses can help an organisation to
use necessary resources appropriately, navigating
between the need to minimize some kinds of risks
and, at the same time, remaining financially sound. It
is essential to track third party risk as a part of an
organization’s  Enterprise  Risk  Management
framework; and to benchmark organizational third-
party risk framework against key industry standards
such as NIST and ISO 27001. Last, establishing
adaptive IT controls, are a key with ability to change
with time due to continuously evolving IT security
threats.

VI. Conclusion

6.1 Summary of Key Points

The article focuses on how TPRM is
valuable for maintaining organizational stability
across the spectrum of industries, including those
with high risk, such as financial and healthcare
industries. It explains that measures like real-time
threat monitoring, vendor audits, and other controls,
when integrated with IT and financial frameworks,
significantly enhance risk reduction and compliance
increases manifold. This paper also established that
TPRM-tailored strategies yield improved security
and financial performance for industries, bringing out
better strategies. Limitations such as vendor
opposition and lack of resources were cited as
hindrances to total adoption; hence, constant
innovative measures are required. Therefore, the
conclusions reaffirm that TPRM requires proactive
technological and financial solutions for improving
organizational risk resilience, confidence, and
capacity. The recommendations aim to strengthen
different general TPRM approaches, delivering
organizations a model to reference depending on their
sector.
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