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Abstract: In today's interconnected global business landscape, companies face numerous risks, particularly
from their supply chains. Supplier disruptions can cause financial damages, inefficiencies, and reduced
competitive edge, highlighting the need for robust supplier risk management. This paper scrutinizes recent
studies on supplier risk management spanning 2020 to 2023. This review examines supplier risk management,
focusing on supplier evaluation, payment terms, contract duration, and buyer-supplier collaboration as critical
factors influencing risk mitigation and control in the procurement of goods and services. Through a systematic
literature review, the study identifies the multifaceted nature of supplier risks, including production delays,
quality issues, and financial challenges. It underscores the importance of proactive risk identification,
comprehensive supplier evaluation, strategic payment terms, appropriate contract durations, and robust
buyer-supplier collaboration. Despite the benefits, challenges remain, such as understanding regulatory
impacts and ensuring methodological consistency. This review contributes to the discourse on supplier risk
management, offering insights for future research and practical applications to enhance resilience and
operational efficiency in global supply chains. Based on the findings, future studies should concentrate on
formulating holistic supplier risks management approaches that nurture buyer-supplier collaboration and
harness innovative technologies to enhance risk management practices.

Keywords: supplier risk management; supplier evaluation; payment terms; contract duration;
collaboration

1. Introduction

In the context of today's interconnected global business sphere, companies face numerous risks
that impact their operations. These risks often emerge from the supply chain, especially involving
suppliers [11]. As crucial components of the business infrastructure, disruptions or failures linked to
suppliers can lead to financial damages, create inefficiencies, and diminish a firm's competitive edge.
Consequently, organizations need to prioritize supplier risk management. As noted by [2,15,28],
supplier risk management entails an orderly process of identifying, evaluating, and managing
supplier-associated risks to preserve the resilience and continuity of a business.

In the challenging global business landscape, supplier risk and its multifaceted nature pose a
considerable challenge to operational efficiency and business growth. Economic, social, and logistical
factors create a complex network of suppliers, making businesses vulnerable to uncertainties linked
to supplier pitfalls. Supplier risk encompasses a wide range of potential issues, including production
delays, unexpected problems, poor quality, and financial challenges among crucial suppliers [22].
These risks can significantly impact the overall performance and stability of the supply chain, leading
to disruptions and potential losses for organizations [26]. Effective management of supplier risks is
essential for companies to navigate the complexities of global competition and ensure the smooth
flow of materials and information within the supply chain [4]. Identifying and mitigating these risks
through methods like risk assessment and monitoring suppliers can enhance their resilience and
maintain operational efficiency even in the face of uncertainties and challenges in the supply chain
[7]. Stakeholder perspectives also play a vital role in understanding and addressing supplier risks,
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highlighting the importance of collaboration and communication among all parties involved in the
supply chain.

Supply chain management studies have given limited attention to the fundamental causes of
disruptions, such as supplier financial instability, quality issues, and delivery delays, to scrutinize
the impact of how supplier evaluation, payment terms, contract duration, and buyer and supplier
collaboration influence risk mitigation and control towards effective supplier risk management.
Through an examination of the interplay between supplier evaluation, payment terms, contract
duration, buyer-supplier collaboration, information transparency, and supplier risk management,
this review offers fresh insights into proactive measures, transcending a mere reactive stance. It
establishes an insight for more resilient supply chain, by leveraging supplier evaluation, payment
terms, contract duration, and buyer and supplier collaboration, that could lead to noticeable
enhancements in operational efficiency and the quality of goods and services.

2. Broader Concept

Supplier Risk Management

Supplier risk management is essential for companies to navigate the complexities of global
supply chains and ensure operational resilience. The process involves identifying, assessing, and
mitigating risks associated with suppliers [9]. [14] emphasize the importance of proactively
identifying potential risks and developing contingency plans as essential strategies for successful
supplier risk management.

Supplier Risk Management involves collaboration with partners in the supply chain to
implement risk management processes, as highlighted in a study on Supply Chain Risk Management
[21]. Supplier risk evaluation and monitoring are essential in operations management, considering
various factors such as supplier financial performance, geopolitical risks, news sentiments, judicial
filings, and regulatory compliance [5]. The complexity and frequency of risk events in supply chains
have heightened the need for objective risk assessment methods to mitigate subjectivity biases among
auditors. This evolving discipline caters to a wide range of industries, including manufacturers,
retailers, financial services companies, and government agencies, all reliant on suppliers to achieve
their business objectives [5].

Various studies emphasize the importance of managing risks within the supply chain to ensure
operational efficiency and mitigate disruptions. [7] highlights the need for companies to identify and
manage supplier risks to succeed in a competitive environment. Additionally, [6,8], and underscore
the significance of risk identification, mitigation, and control in global supply chains to enhance
performance and sustainability. Supplier risk management is a crucial process in both private and
public procurement contexts. [1] emphasize that it involves evaluating risks within the supply chain
to enhance procurement performance.

With effective management of supplier risks, organizations can reduce the likelihood of
disruptions, ensure timely deliveries, maintain product quality, and ultimately enhance overall
procurement efficiency and effectiveness. This process not only contributes to cost reduction but also
plays a significant role in achieving value for money, supporting complex procurement processes,
and maximizing social welfare in the economy. Previous research has demonstrated that effective
supplier risk management yields several positive outcomes, including improved organizational
performance, enhanced supply chain visibility, reduced occurrence and adverse effects of risks,
effective supply chain integration, and the recognition of managing supplier risks as a critical
capability for long-term competitiveness.

3.0. Specific Concepts

A. Supplier Evaluation

Supplier Evaluation is the process of assessing the capabilities and performance of suppliers.
This process involves gathering information about suppliers' financial stability, quality management
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systems, production capacity, and delivery performance. Various studies emphasize the significance
of supplier evaluation in supply chain management [19], as it aids in assessing suppliers' capabilities
and potential risks. Supplier evaluation plays an important role in assessing and approving potential
suppliers based on their ability to meet a company's needs, ensuring the procurement of quality
materials and services at competitive prices. Supplier evaluation is a critical process in selecting
vendors and suppliers for products or materials, focusing on criteria that align with the organization's
business goals [28]. Its role in supplier risk management involves assessing and selecting suppliers
based on their capacity to meet organizational requirements, leading to improved performance,
responsiveness, and supply chain resilience.

[5] highlight the significance of systematically evaluating suppliers based on various criteria to
select low-risk suppliers effectively. Additionally, [24] discuss the importance of selecting qualified
suppliers to ensure product quality and control procurement costs. From these insights, it is evident
that supplier evaluation serves as a critical tool for identifying and reducing supply chain risks to
improve procurement performance and overall supply chain effectiveness. Similarly, supplier
evaluation serves as an analysis of inherent supply chain risks, aiming to develop strategies for risk
mitigation. [18] emphasizes the role of supplier evaluation in achieving sustainable risk management
in the manufacturing sector by mitigating adverse impacts on the manufacturing process. [10]
identify supplier evaluation as the process of recognizing and validating key supply chain risks in
Ghanaian companies, proposing effective risk management strategies, and investigating their impact
on performance.

While effective supplier evaluation has been linked to improved organizational performance,
challenges remain, such as the need for a better understanding of regulatory impacts and concerns
about methodological rigor. Further research is warranted to address these inconsistencies and
enhance the efficacy of supplier evaluation in enhancing organizational resilience and performance.
Evaluating delivery capabilities helps mitigate delivery-related risks, while service evaluation
verifies that suppliers can provide necessary support services. Delivery analysis evaluates suppliers
based on key performance indicators such as lead time and on-time delivery rates, and service
analysis gauges suppliers' service capabilities and customer service routines [25].

B. Payment Terms

Payment terms in business transactions refer to the contractual clauses that outline the period
and method for the settlement of financial obligations between a buyer and a supplier. These terms
have a significant impact on various aspects of supplier risk, including financial risk, credit risk,
currency risk, market risk, counterparty risk, and settlement risk. Synchronizing payments with the
delivery of products or services can indeed help mitigate risks and ensure consistent cash flows for
suppliers.

Timely payment of suppliers is indeed fundamental in managing supplier risk, as highlighted
by [31]. By ensuring prompt payments, companies can mitigate financial uncertainties for suppliers,
reducing the likelihood of disruptions in the supply chain. [32] emphasizes that such measures are
essential for preventing suppliers from facing undue financial risks, ultimately contributing to the
stability and reliability of the supply chain. This practice not only fosters stronger relationships with
suppliers but also enhances overall supply chain resilience and competitiveness, particularly in
industries like pharmaceuticals where disruptions can have significant societal impacts. Therefore,
prioritizing timely payments is a strategic approach to proactively manage supplier risks and
maintain a sustainable supply chain ecosystem.

The implementation of measures to ensure prompt payment to suppliers can effectively mitigate
the risk of cash flow difficulties for the providers, thereby preventing potential non-fulfilment of
obligations. Incentivizing suppliers to meet performance criteria, such as offering discounts for
prompt settlement or tying remittance to specific quality or delivery criteria, can encourage improved
supplier performance.

C. Contract Duration
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Contract duration in procurement refers to the period stipulated in an agreement for the
provision of goods or services, outlining the timeframe within which the contract is valid and
enforceable [12]. The legal principles governing contract duration emphasize the freedom to contract
within legal limits, good faith in negotiations, and the prohibition of life-long obligations. The
duration of a contract determines the period during which parties are responsible for fulfilling their
contractual duties and considering the objectives, benefits, and risks associated with the contract is
essential in determining its duration [20].

Contract duration, a key element in this management process, impacts the feasibility and
profitability of contracts for all parties involved. Longer durations can provide stability and
predictability, managing various supplier risks such as quality, delivery, and pricing, while shorter
durations offer flexibility to adapt to changing circumstances. A study by [13] finds that the actual
benefits of long-term contracts for suppliers are greater than theoretical predictions, and that long-
term contracts result in more stable supply chain performance compared to short-term contracts.

Determining the appropriate contract duration involves a careful consideration of various
factors such as the nature of work, associated risks, and opportunities for both parties [12]. Contract
terms, including duration, are jointly determined by various factors such as buyer and supplier
characteristics, with larger and more creditworthy buyers receiving longer contract maturities.
Therefore, the duration of contracts is a critical element in mitigating supplier default risk and
enhancing supply chain coordination, reflecting the complex interplay between contract terms and
risk management strategies. Longer contract durations have the potential to cultivate long-term
relationships and mutual trust, effectively managing supplier risks like reputational, ethical, and
strategic risks. Conversely, shorter contract durations can facilitate competitive bidding, aligning
with market dynamics, and offering flexibility and adaptability in the business environment [13].
Very long contracts can lead to higher agency costs, where companies feel less pressure to innovate
because they have already secured their income for a long period, which can be detrimental in highly
competitive markets [17].

D. Buyer-Supplier Collaboration

Buyer and supplier collaboration involves a thorough engagement with suppliers to identify
and manage potential risks, focusing primarily on information exchange about production timelines,
inventory levels, and quality concerns [25]. Successful collaboration can boost supply chain
transparency and efficiency, subsequently decreasing the likelihood of supplier-related operational
risks.

The domain of buyer-supplier collaboration within risk management involves the
understanding and mitigation of risks stemming from the interdependencies between buyers and
suppliers. These risks encompass disruptions in the supply chain, challenges related to product
quality, and instances of financial instability, as highlighted by [3]. The collaboration between buyers
and suppliers involves establishing shared objectives and fostering transparent communication
channels to build trust and ensure effective risk management. Risk management through buyer-
supplier collaborations is essential for companies, addressing challenges like shortages, supplier-
related risks, and inflationary risks [30].

The benefits of supplier collaboration in supply chain management are significant, including
cost savings, quality enhancement, innovation promotion, and increased adaptability for companies.
Through fostering collaborative relationships, companies can leverage the expertise, resources, and
capabilities of their suppliers, as highlighted by [29]. This collaboration between stakeholders is
instrumental in identifying and mitigating risks associated with suppliers, contributing to the
establishment of robust supply chains.

4. Methodology

In reviewing the literature on the subject, a systematic literature review approach was adopted.
The review aims to establish the supplier risk mitigating and control factors in the procurement of
goods and services, and identify gaps in the literature to inform further research. A Systematic
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Literature Review (SLR) is a rigorous and structured methodology that synthesizes findings from
primary research to provide a comprehensive overview of existing knowledge, methodologies, and
gaps in a particular field. This process involves systematically searching, selecting, and critically
appraising relevant studies to aggregate their results

To accomplish the aims of the review, a rigorous scrutiny of previous studies was undertaken
to produce definitive and impartial results. Unlike historical, narrative, and integrative literature
reviews, a Systematic Literature Review (SLR) leverages precise and stringent approaches that can
be replicated and confirmed by other scholars. The clarity and reproducibility of these approaches
bolster the scientific validity of such inquiries. The steps involved in conducting a qualitative
Systematic Literature Review (SLR) with established methodologies in qualitative research. The
process begins with performing scoping searches, identifying review questions, and writing a
protocol for the review, which is crucial for setting a clear direction and scope for the study [27]. This
is followed by literature searching and screening titles and abstracts to ensure that only relevant
studies are considered, a step that is essential for maintaining the focus and quality of the review [23].

Figure 1 shows steps employed to undertake the systematic literature review. This process was
designed to address the question: "Does supplier evaluation, payment terms, contract duration, and
buyer-supplier collaboration influence supplier risk mitigation and control in the procurement of
goods and services?"

Step 1 — Develop Research

Step 2 — Planning & Selection

Step 3 — Screening & Quality

Step 4 — Extraction & Analysis

‘ Step 5 — Reporting ‘

Figure 1. Steps followed for the Systematic Literature Review [16].

To understand the relationship between supplier evaluation, payment terms, contract duration,
buyer-supplier collaboration, and supplier risk management, the following specific keywords were
used for the literature search: "supplier risk," "supplier evaluation," "payment terms," "contract
duration," and "buyer-supplier collaboration." with search syntax: ("supplier risk" AND ("supplier
evaluation" OR "payment terms" OR "contract duration" OR "buyer-supplier collaboration")).

The Boolean search syntax used facilitated a check for the key words in multiple databases. The
Boolean is a type of search that allows users to combine keywords with operators such as AND, OR,
and NOT to produce more relevant results. The databases include Mendeley, Scopus, Emerald,
PubMed, Semantic Scholar, Google Scholar, EBSCOhost, ScienceDirect, Springer, and Web of Science.

"non "non

The assessment was confined to the procurement of goods and services, including works, but
not restricted to a specific industry in order to delve into publications that are tailored to the objective
of the review. Consequently, the exploration was constrained to current research articles, spanning
from 2020 to 2023, as the supply chain has encountered various interruptions within this timeframe.

The search yielded 541 hits representing related documents. Screening and quality procedures
involved reviewing all titles, eliminating entries with only abstracts, and removing duplicate papers
and unpublished articles. This process resulted in 105 full articles, which were further analyzed.
Articles not aligned with the review's objectives were excluded. Following the completion of the
screening and quality check, 32 peer-reviewed and published papers were retained for analysis.
These 32 papers were analyzed using descriptive and thematic analyses.
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5. Findings

A. Descriptive Analysis

The chosen articles reviewed ranged from 2020 to 2023 (Figure 2), with a noticeable increase in
the number of publications related to the subject of interest starting from 2021 following a decline
between 2020 and 2021. The onset of the Covid-19 pandemic was officially announced in late 2019
and exacerbated in 2020, causing disruptions in the global supply chain and constraining the
movement of goods and services. By 2021, the effects of the pandemic had diminished, allowing
global supply chains to partially return to normalcy, only to face disruptions again in 2022 due to the
intensification of the Russia-Ukraine conflict. Since then, there has been a growing interest from both
academia and industry in the areas of supply chain risk and supplier risk management. The trends
depicted in Figure 1 serve as a representation of the occurrences within the global supply chains
impacting both the purchasing and supplying entities.

No. of Papers
20
15
10
5 =
0
2020 2021 2022 2023

Figure 2. Frequency and timeframe of the selected papers.

The examined articles were sourced from a total of twenty-five distinct academic journals, with
merely five originating from a pair of specific journals within this pool. Among these, two articles
were derived from publications of conference proceedings, while another article stemmed from a
review of existing literature. The variety of journals consulted imparts credibility to the central focus
of the topic being evaluated. Significantly, there was at least one article authored by individual(s)
hailing from one of the seven major geographical regions across the globe. This phenomenon
underscores the widespread interest in the realms of supply chain management and the mitigation
of supplier-related risks.

B. Content Analysis

This review on Determinants of Risk Mitigation and Control in Procurement of Goods and
Services, it examined the critical components necessary for organizations to navigate global supply
chains and ensure resilience and operational efficiency from a Supplier Risk Management
perspective. The analysis revealed insights the key themes of interest for this review, including risk
identification, assessment, and mitigation strategies. The specific elements delved into are supplier
evaluation, payment terms, contract duration, and buyer-supplier collaboration to provide a
comprehensive understanding of the field.

Risk Identification and Mitigation

Supplier risk management commences with proactively identifying potential risks and
developing contingency plans. This is essential for maintaining supply chain stability, as emphasized
by [9,14]. The review highlights the importance of collaboration with supply chain partners to
implement effective risk management processes. Studies by [5,21] stress the need for objective risk
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assessment methods to mitigate subjectivity biases. Managing supply chain risks is crucial for
enhancing performance and sustainability, a point reiterated by [6-8].

Supplier Evaluation

Supplier evaluation is critical in assessing and approving suppliers based on their ability to meet
organizational needs, this ensures the procurement of quality goods and services at competitive
prices. [19,28] underscore the significance of this process in SRM. Evaluating suppliers involves
criteria such as financial stability, quality management, and delivery performance, helping to identify
and mitigate supply chain risks. This is corroborated by [5,10,18,24].

Payment Terms

Payment terms significantly affect supplier risk, including financial, credit, currency, market,
counterparty, and settlement risks. Timely payment settlement is essential for reducing financial
uncertainties for suppliers, thus enhancing supply chain stability. [31,32] highlight the importance of
timely payments in ensuring effective supplier relationships and enhancing the overall resilience of
the supply chain.

Contract Duration

The duration of contracts determines the timeframe for fulfilling contractual duties and impacts
the feasibility and profitability of contracts. Longer durations provide stability and predictability,
managing supplier risks such as quality, delivery, and pricing, while shorter durations offer
flexibility. [12,13] discuss how contract duration is critical in mitigating supplier default risk and
enhancing supply chain coordination. Contrary, [17], warned that excessively long term contracts can
lead to higher agency costs and reduced innovation.

Buyer and Supplier Collaboration

Effective buyer-supplier collaboration involves the exchange of information about production
timelines, inventory levels, and quality concerns to manage potential risks. This collaboration fosters
supply chain transparency, efficiency, and trust, thereby reducing operational risks. [3,25]
highlighted the importance of collaboration between the buying and supplying organization to
leverage supplier capabilities to contribute to resilient supply chains. [29,30] underscored the benefits
of collaboration in enhancing supplier risk management capabilities.

6. Conclusion

The review underscored the essential role of effective supplier risk management in reducing
disruptions, ensuring timely deliveries, maintaining product quality, and enhancing overall
procurement efficiency. The review highlighted the importance of proactive risk identification,
comprehensive supplier evaluation, strategic payment terms, appropriate contract durations, and
robust buyer-supplier collaboration. Despite the evident benefits, challenges persist in understanding
regulatory impacts and ensuring methodological consistency. Further research is needed to address
these challenges and enhance supplier risk management practices.

The evolving status of supplier risk management is evident, and its critical role in achieving
long-term competitiveness and resilience in global supply chains cannot be overstated. The review
hope to contribute to the ongoing discourse on supplier risk management and provide insights for
future research and practical applications.
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