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Abstract. The insurance sector's long-term success depends heavily on effective risk assessment and 

management. This study explores the complexities of risk profiling within the insurance industry, 

focusing on identifying and managing high-risk clients. By examining various methodologies and factors 

influencing risk, this research highlights the challenges in evaluating high-risk clients and proposes 

strategies for effective risk management. Accurate risk profiling is essential for insurers and 

policyholders, aiming to enhance resilience and stability within insurance operations. 
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Introduction 

The insurance industry serves as a crucial safeguard against financial uncertainties, offering 

protection to individuals and businesses from unexpected risks. Yet, insurers face significant 

challenges in assessing and managing the risks tied to their clients. A particularly vital aspect of 

this process is identifying and handling high-risk clients. 

High-risk clients pose a unique challenge for insurers due to their distinct characteristics 

and behaviors, which often differ from standard risk profiles. These clients are more likely to 

file claims or engage in activities that heighten the insurer's financial exposure. Therefore, 

accurately evaluating and managing the risks associated with these clients is essential for 

insurers to maintain financial stability and sustainability. 

This paper examines risk profiling in the insurance industry, focusing on the challenges 

presented by high-risk clients. By exploring various methodologies and factors that contribute 

to risk, we aim to highlight the complexities of effectively evaluating and managing these 

clients. Additionally, we propose risk management strategies tailored to mitigate the specific 

risks associated with this client segment. 

Furthermore, we emphasize the importance of accurate risk profiling for both insurers 

and policyholders. For insurers, a detailed understanding of risk profiles leads to better 

underwriting decisions, pricing strategies, and portfolio management. For policyholders, it 

ensures fair access to insurance coverage, maintains affordability, and builds trust in the 

insurance industry. 
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Through this study, we want to add to the current knowledge about risk profiling in 

insurance. By sharing ideas on how to find and manage high-risk clients, we hope to make 

insurance companies stronger and more stable in a world with many changing risks. 

            Road safety in Romania is still a big problem, even though there are ongoing efforts to 

fix it. Despite better roads and more rules, there are still big problems like not enough signs, bad 

road conditions, and people not following traffic laws. The high number of accidents, injuries, 

and deaths shows the need for strong plans to make roads safer for everyone. Education, 

awareness campaigns, and stricter traffic laws are important steps to create safer roads. Also, 

investing in road maintenance and upgrades is key to reducing dangers and risks. 

Working together is important. Government, police, civil society, and private companies 

must all help to put in place good measures and encourage careful driving. This teamwork aims 

to cut down on road accidents and deaths in Romania. 

A recent study (Statista, 2024) about how safe people feel on Romanian roads showed 

that most drivers feel unsafe. In Figure 1, we can see what the respondents think about road 

safety in Romania. 

 

 
Figure 1. Perception on safety on the Romanian roads 

Source: Statista (2022) 

 

As we could see in the figure above, most participants indicated feeling secure while 

driving on Romanian public roads in 2018. Nonetheless, a notable 41% expressed a diminished 

sense of safety regarding Romanian road conditions. 

Another interesting figure is related to the reasons why the drivers do not feel safe on 

the roads. The responses can be seen in Figure 2. 
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Figure 2. Main reasons that make you feel unsafe in traffic in Romania 

Source: Statista (2022) 

 

 The primary factor contributing to the lack of safety felt by 61% of the respondents on 

Romanian public roads was the failure to adhere to traffic regulations. Additionally, 47% 

attributed their feelings of insecurity to the poor quality of the roads in Romania. 

In Figure 3 we could see on what type of roads the respondents were speeding. 

 

 
Figure 3. Exceeding the speed limit on public roads in Romania 

Source: Statista (2022) 

A minimum of 5% of respondents admitted to consistently surpassing the speed limit 

irrespective of the road type. Similarly, 11% acknowledged frequently exceeding speed limits, 

particularly on rural roads. 
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Problem statement  

Adams and Buckle (2018) carried out a detailed review of various risk profiling methods across 

different industries, including insurance. They explored the pros and cons of current techniques 

and suggested areas for future research. In another study, Bauer and Weber (2019) examined 

risk profiling methods used in the insurance field, focusing on the challenges of assessing and 

managing risks, especially with high-risk clients. They also discussed how technology can 

improve risk profiling. 

Chatterjee and Thakur (2020) investigated how machine learning algorithms can identify 

high-risk clients in insurance. They compared different machine learning methods to see which 

are most effective for risk profiling, highlighting how artificial intelligence can enhance risk 

assessment. Doherty and Kartasheva (2017) reviewed risk management practices in the 

insurance sector, emphasizing lessons from the global financial crisis. They stressed the need 

for strong risk profiling systems to reduce systemic risks and strengthen insurers against 

economic shocks. 

Eling and Schmeiser (2017) looked at how the financial crisis affected the insurance 

industry and the role of risk management in dealing with economic challenges. They pointed 

out the necessity of better risk profiling tools to handle new risks and uncertainties. Similarly, 

Green and Green (2018) reviewed and summarized literature on risk management in insurance. 

Their paper covered different risk assessment and profiling techniques used by insurers and 

stressed the importance of combining quantitative and qualitative methods to improve risk 

management. 

Hardle and Ronchetti (2020) summarized statistical methods used in insurance risk 

assessment, such as actuarial techniques, regression analysis, and extreme value theory. They 

discussed the benefits and drawbacks of each method and their use in assessing risks of high-

risk clients. Jokhadze and Merikivi (2019) reviewed predictive modeling techniques for 

identifying high-risk insurance clients. They examined the pros and cons of approaches like 

logistic regression, decision trees, and neural networks, offering advice on implementing these 

in risk profiling. 

In a recent study, Lou and He (2018) suggested using fuzzy logic to identify high-risk 

clients in insurance. They discussed how fuzzy sets and fuzzy inference systems can capture the 

uncertainty in risk assessments, offering a fresh take on risk profiling. McNeil, Frey, and 

Embrechts (2015) took a similar approach by providing a broad overview of quantitative risk 

management techniques, including those applicable to insurance. 

Nayak and Misra (2019) reviewed actuarial methods in insurance risk assessment, 

covering traditional techniques like loss reserving and credibility theory, and looking into new 

trends in risk modeling. They provided a comprehensive overview of actuarial approaches to 

risk profiling. 

Rejda and McNamara (2018) wrote a textbook on risk management and insurance 

principles, covering risk identification, assessment, and treatment. Schiller (2017) took a similar 

path by exploring the evolution of risk management in insurance, from traditional actuarial 
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methods to new techniques like predictive analytics and machine learning. They discussed the 

challenges and opportunities of integrating these technologies into risk profiling and gave 

insights into the future of risk management in insurance. 

Song et al. (2020) compared machine learning techniques for predicting the risk behavior 

of insurance customers. They tested different algorithms, such as logistic regression, support 

vector machines, and random forests, to identify high-risk clients and made recommendations 

for using these methods in risk profiling. Zhao and Wang (2019) suggested a hybrid method that 

combines machine learning with expert knowledge to identify high-risk clients in insurance. 

They discussed how combining predictive modeling techniques with domain expertise can 

provide a more effective approach to risk profiling. 

 

Research Questions/Aims of the research 

The main goal of this research is to explore and analyze how the insurance industry profiles risk, 

with a particular focus on identifying and managing high-risk clients. The study aims to 

understand the different techniques insurers use, from traditional actuarial methods to modern 

approaches like predictive analytics and machine learning. By looking into these methods, the 

research seeks to highlight their strengths and weaknesses, offering insights into how insurers 

can achieve both accuracy and efficiency in risk assessment. 

Furthermore, this study examines the challenges and opportunities brought by 

technological advancements in risk profiling. It aims to investigate how predictive modeling, 

and the integration of expert knowledge can improve risk management practices. The research 

also focuses on the ethical and regulatory aspects of risk profiling, especially concerning 

fairness, transparency, and non-discrimination. The aim is to propose strategies for insurers to 

enhance their risk management while ensuring ethical practices and compliance with regulations 

when profiling high-risk clients. 

Thus, the main research question is: “What are the different risk profiling methods, the 

challenges encountered, and strategies for managing high-risk clients of the insurers?” 

 

Research Methods 

This study uses a qualitative approach to investigate how insurance companies handle risk 

profiling, especially when dealing with high-risk clients. We chose this method to understand 

the detailed views and experiences of people working in insurance, such as underwriters, risk 

managers, and actuaries. This helps us explore the many factors that affect risk profiling and 

management in the industry. 

To collect the right information, we used purposive sampling to pick participants who 

know a lot about the insurance industry. We spoke with professionals in different roles, like 

underwriters, risk managers, actuaries, and insurance executives, to get a wide range of 

perspectives. We conducted semi-structured interviews with twenty professionals from the 

insurance sector between April 1, 2024, and April 30, 2024. These interviews helped us learn 

more about risk profiling practices, the challenges of assessing high-risk clients, and the 
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strategies used to manage these risks. We used open-ended questions to encourage participants 

to freely share their experiences and opinions. 

The interviews were carefully planned to discuss important topics like how high-risk 

clients are identified, the problems faced in risk assessment, and how technology helps improve 

profiling practices. We followed a set interview protocol to make sure the data collection was 

consistent and thorough. We asked for permission to record the interviews, which we then 

transcribed word for word for analysis. 

To analyze the qualitative data, we used thematic analysis, which involves finding and 

studying common themes and patterns. We systematically coded and categorized the interview 

responses to highlight important insights about risk profiling practices, challenges, and 

strategies. We refined the themes by reaching a consensus during coding and discussing with 

peers to ensure the analysis was reliable and rigorous. 

To make sure our qualitative analysis was trustworthy, we took several steps, including 

data triangulation, member checking, and keeping an audit trail of the research process. 

Triangulation means using different data sources to confirm findings, while member checking 

lets participants verify that the interpreted data is accurate. The audit trail documented the entire 

research process, from data collection to analysis, to ensure transparency and the ability to repeat 

the study. 

We used semi-structured interviews because qualitative analysis enriches research by 

giving detailed insights into participant experiences and views. This method not only adds depth 

to the study but also provides a full understanding of the research context beyond just numbers. 

Qualitative analysis was used to gather information from insurance experts about the 

risk profiling methods, challenges they face, and strategies they use for managing high-risk 

clients. 

 

Findings 

To give a full picture of the findings, the figures below summarize key information from 

interviews and surveys with professionals in the insurance industry. These tables show the 

different methods used for risk profiling, the challenges faced, and the strategies for handling 

high-risk clients. 
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Figure 4. Use of Risk Profiling Methods 

Source: own computations 

Figure 1 shows that most insurance companies still use traditional methods like 

demographic analysis, health and lifestyle assessments, and claims history for risk profiling. 

However, more companies are starting to use advanced methods like predictive analytics and 

machine learning, even though these are not as common yet. The use of telematics and wearable 

technology is also increasing, indicating a trend towards using real-time data in risk assessments. 

 

Figure 5. Challenges in Risk Profiling 

Source: own computations 
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Figure 2 shows the different challenges that insurance companies face with risk 

profiling. For 70% of insurers, balancing accuracy with privacy is a big concern, while 75% of 

them also worry about legal and ethical issues. Privacy issues are a concern for 80% of 

respondents, and 50% of them find bias in predictive modeling to be an important issue. 

Companies also find it hard to integrate new technologies because of the costs and the need for 

specialized skills, which makes it difficult to widely adopt advanced risk profiling methods. 

  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6. Strategies 

for Managing High-Risk Clients 

Source: own computations 

 

Figure 3 shows that insurance companies are using various strategies to manage high-

risk clients. Many use loss prevention programs and usage-based insurance policies to lower 

risk by engaging clients and using real-time data. Insurers are also investing in data analytics 

and training, which shows a move towards using technology and advanced analytics to make 

risk profiling more accurate and effective. Ensuring ethical practices and following regulations 

is a top priority for 70% of insurers, highlighting the need to maintain trust and meet legal 

standards in risk profiling. 

These figures and their interpretation give a clear, data-driven overview of risk profiling 

in the insurance industry, showing both common practices and the challenges insurers face in 

adapting to new methods. 

 

Conclusions and recommendations 

This study provides important insights into how the insurance industry profiles and manages 

high-risk clients. The qualitative analysis in this study highlights different themes, challenges, 

and opportunities in risk assessment and management strategies used by insurers. As we 

conclude, several key points emerge: 

The findings emphasize the importance of using a comprehensive approach to risk 

profiling by combining both quantitative and qualitative data. By using both objective risk 
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factors and subjective assessments with expert judgment, insurers can improve the accuracy and 

reliability of risk assessments. This helps make better decisions and reduces adverse selection. 

The study identifies challenges such as data limitations and ethical issues that insurers 

face when managing risks with high-risk clients. However, it also highlights opportunities from 

advances in technology, like predictive analytics and machine learning, to improve risk 

management and benefit both insurers and policyholders. Proactive measures like loss 

prevention programs and safety incentives can help reduce the number and severity of claims 

from high-risk clients. 

Ethical and regulatory considerations are crucial in risk profiling, especially regarding 

fairness, transparency, and discrimination. Insurers need to navigate these issues to ensure their 

practices are fair, equitable, and non-discriminatory while managing risks effectively. Being 

transparent about risk assessment criteria and accountable in decision-making processes is 

essential for building trust and confidence among policyholders and regulators. 

Despite the valuable insights from this study, there are some limitations to acknowledge. 

The qualitative analysis might have some bias and subjectivity due to human interpretation and 

coding. Also, the study's sample size and scope might limit how broadly the findings can be 

applied to the insurance industry. Future research could address these limitations by using larger 

and more diverse samples, employing longitudinal studies, and exploring new trends in risk 

profiling. 

In conclusion, this study enhances our understanding of risk profiling in the insurance 

industry and lays the groundwork for future research and policy initiatives to improve risk 

assessment and management. By addressing the complexities and challenges in risk profiling, 

insurers can better meet policyholders' needs while ensuring the insurance operations' 

sustainability and resilience in a dynamic and uncertain environment. 
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