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Summary: 

 The Risk Management summarizes the essence of insurance business. The effectiveness of risk management is 

on the correct definition and risk best estimates which provide a reliable basis for the dissipation or its transfer 

through insurance. In this regard, identifying exposure to insured damage constiruie an important stages as influences 

concrete ways to prevent and control the risk. Analysis and quantification of the risk should provide solid support for 

drafting the insurance contract 
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1. Introduction 
 

Contemporary society is constantly confronted with an extraordinary variety of risks: natural hazards, 

occupational risks, risks that affect health, damage the environment and risks that have negative effects on future 

generations etc., whose action is permanent. 

One of the many definitions given to risk show that this is a threat, an opportunity for the production of an event 

causing damage characterized, on the one hand, the seriousness of its consequences and, on the other hand, the 

probability of occurrence. 

The magnitude of the risk is hard to know, the same risk can produce significantly different effects, depending 

on where it occurs. Effects auto accident risk varies by vehicles involved in it, after the season and where they occur, as 

velocity after the roadway after whether seat belts are coupled or not, etc. There are methods for the characterization of 

risk, but their results suffer from the presence of strong elements of subjectivity. The same risk can be described, 

analyzed, measured, visions and different purposes pursued by the observer. 

 

2. The relationship between risk and insurance 
 

The insurance is a vital process of economic and social life and is required by either one of its main elements, 

namely a risk that can be included in insurance. [6] 

This limit is specific to the insurance risk, a key component of the contract. Risk insurance meaning of concepts 

are varied: 

1. the risk reflects the degree of likelihood of danger to ending insurance and liability insurer different 

proportions; 

2. risk means events - natural disasters or accidents that cause damage and cons occurrence which insurance 

coverage is granted; 

3. international language means and objective risk insured or object of insurance (in the case of insurance of 

goods - good if people ensure - insured); 

4. reflection of the  risk and insurance branch covered. We industrial risk, hazard, risk auto, etc. 

  The existence of risk in all its forms entail the need for insurance, which are designed to allow people unless 

risk avoidance, reduction or elimination of the consequences at least. 

Given the complexity of the insurance business, developing a methodology generally accepted risk 

classification in the insurance market it is difficult, perhaps even impossible. A classification that provides a company 

may be improper another. 
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The way that An insurer groups facing risks depend on the nature, size and complexity of the activity. Some 

large insurance companies, which use advanced risk management procedures, share the financial risks specific risks 

and operational risks insurance. 

At a series of studies for the European Commission, it concluded that the risks facing insurers may be structured 

by level from occurring, as follows: 

• risk in the entity (insurance company); 

• risk in the insurance market (systemic risk); 

• risks to the economy (systemic risk) 

Systematic and systemic risks are those risks arising from external factors, while risks to the entity  is in greater 

control of the company. The following are the risks according to the level at which it manifests itself. 

 

3. The risks to the insurance company 
 
1. The full range of risks it is exposed to a particular insurer thereof depend  on individual circumstances. 

This category may include: 

� underwriting risk includes the risk purely subscription determined by estimating improper distribution of 

damage, the random fluctuations of the damage, of unforeseen changes in risk factors and technical 

reserves insufficient and risk management of underwriting associated subscription procedures of the 

company. 

� credit risk. In insurance, the credit risk is generally associated with the possibility that reinsurers and / or 

co-insurers do not meet their commitments to the insurer, where he has made some damage. Credit risk 

may refer to the possibility that intermediaries but not to give the insurance company a premium hand to 

transfer those amounts due or late. 

� the risk of reinsurance. The level of protection provided by an insurance company depends on volume 

and quality risks ceded reinsurance contracts entered. An insufficient reinsurance can create financial 

problems in the event of damage than expected. Incorrect assessment of the need for reinsurance may 

result in inadequate excessive risk retention by the direct insurer and its capital exposure in more effort 

than was intended. 

� operational risk. This is the risk due to events such as fraud, system weaknesses disputes or offenses 

committed within the entity. Operational risk is characterized by the fact that it is difficult to quantify and 

correlate identified with all other risk factors to the insurance company. 

� market risk. At the company level, market risk management is directly associated with investment 

activity. Pending the damages are required, insurance funds, constituted by collecting insurance premiums, 

with equity is invested for profit. Often, it is the largest, if not the entire profit made by the insurance 

company. Therefore it is necessary to control the risks specific to the insurance investment portfolio to 

reduce the likelihood of unfavorable results. 

� liquidity risk. This is the risk of losses from the liquidation of the available liquid assets when the entity 

exceeded the volume of complaints. 

� non correlation asset-liability risk is the risk that the insurer's assets and liabilities are not properly 

correlated in terms of cash-flows, currencies and deadlines. Risk lack of correlation is due to the fact that 

economic changes can lead to changes in interest rates, inflation, which generates a contrary trend of assets 

relative to liabilities. 

� the risk reserves. Insurance companies constitute their technical reserves below the level needed to create 

the impression of a real  financial positions. The overvaluation of capital available but can cause wrong 

decisions subscription. 

2. Systematic risks (market specific insurance) are risks from external factors that affect the    insurance market as 

a whole. In most cases, the insurer has the ability to control these risks. This category includes: 

� judicial and legislative risk is the risk associated with the financial impact of the modifications of laws 

and regulations. Insurers must understand the implications of legislative changes and implement internal 

systems in order to comply with the directives of supervisors. 

� the risk of market changes. Insurance companies are affected consumer behavior and competitor actions. 

Consumer needs and their attitudes towards buying insurance policies are the main factors that influence 

216



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series,  
Special Issue ECO-TREND 2015 – Performance, Competitiveness, Creativity 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344 – 3685/ISSN-L 1844 - 7007 

 
 

the insurer's underwriting activity and implicitly of the premium income. Thus, there may be a serious 

competition between companies in terms of premiums charged and products offered. 

3. Systemic risk (specific local economy or global) economic and social factors associated with local or global that 

have an indirect impact on the insurance market. In most cases, the insurer is not able to control these risks. They 

include: 

� risk is the risk environment change significant increase in the frequency of natural disasters and 

environmental changes. 

� risk of social change. Demographic changes and consumer behavior are the main determinants of social 

risk. 

� risk is the risk associated with the economic cycle economic changes caused by external factors and 

processes. For example, in times of economic downturn insurance market may face a reduction in the 

number of insurance policies concluded and hence the volume of written premiums. 

� inflation rate risk is the risk associated with a significant increase in inflation. For the insurance sector, a 

high inflation rate has a significant impact on the calculation of technical reserves for classes of insurance 

liability in the long term. 

� interest rate risk is the risk associated directly unanticipated changes in interest rates, with impact on the 

assets and liabilities of a company. 

� exchange rate risk has a greater impact on insurers that underwrite risks in large quantities abroad. This 

risk can be reduced by investing in assets denominated in the same currency as the obligations arising from 

insurance policies. 

� technological risk arising from the rapid development of new technologies. Technological change 

affecting various sectors of the insurance market. Technological changes may lead to an increase in 

pollution, thus increasing the frequency of claims related to liability insurance. 

For the reasons mentioned above, they are considered key to the receipt of an insurance company following: 

underwriting risk, credit reinsurance, with the mismatch of assets with liabilities, reserves, judicial and legislative 

interest rate.  

Table 1 reflects how key risks affecting the financial position of an insurance company. 

 

Table 1 Financial impact of key risks 
 Key risks The elements for which they have a financial impact 

Underwriting risk Prime, loss history, technical, insurance 

Credit risk Borrowers, reinsurance recoveries, investments 

Risk insurance Recovering damages, technical 

Lack of correlation risk Investment ROI 

The risk reserves History damage, technical 

Judicial and regulatory risk Damage, technical 

Interest rate risk Investment, return on investment, technical 

Source: Study into the methodologies to assess the overall financial position of an insurance undertaking from the 

perspective of prudential supervision, European Commission, 2012. 

 

The degree of correlation risks of particular importance to estimate their potential impact. Therefore, the risks 

affecting the insurance company should not be considered in isolation. 

In the case of  exposure to multiple risks, of the possibility of synergy effect. Because of this effect, the 

consequences of simultaneous exposure to several risks are more extensive and complex than the risk threatening 

consequences of each individual company. 

The systemic and systemic risks are not independent and usually have an impact on the insurer's assets and 

liabilities and certain classes. There is a close correlation between the influence of social factors, technological, of the 

changes in markets and economic performance 

In the insurance sector, the economic downturn may affect both the number of policies renewed, as have those 

of the newly concluded contracts. Reduction of investments lead to lower results from investments and rising 

unemployment has negative influences on the frequency of claims in the case of many types of insurance 

 Other interactions occur and the effects of inflation, affecting the level of damage and is strongly correlated 

with interest rates and prices of securities. 
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4. Implementation of Risk Management 
A process management risk, could be composed of the following 6 steps: [6] 

� Exploration 

� Decision-making 

� implementation 

� correction and completion 

 

            
Fig no 1, the interest and attention from management 

 
 The level of interest and attention from management 
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Step awareness coincides with the first phase of the lifecycle of the risk situation, identifying potential risk. 

This stage is distinguished by the fact that within it is emphasized the role of observation and learning 

In the exploration phase occurs sharp increase awareness that the risk situation exists. Now are important for 

studying the distribution of specific responsibilities and risk monitoring, wide dissemination of information within the 

organization on risk, process start-depth analysis of the situation and develop a clear perspective on risk 

In step decision-making, the organization must state action. Management should assess and take decisions on 

options, encouraging open thinking and creativity in designing a plan of action. 

Implementation phase involves the implementation of decisions and correcting performs the function of 

measurement and evaluation of results and the development of adaptation measures and improve results. 

Step completion is to return to normal organization, management involvement must fall. The fundamental task 

of this stage concerns the proper delegation of tasks. 

To encourage the initiatives and creativity, but also for asiurarea protection against unfavorable developments, I 

believe the following activities could have particular importance 

  
Table no. 2 Activities to support the risk management 

1. Training Working Group 

2. Collecting, and analyzing information 

3. The involvement of experts specializing in risk management situations 

4. Structuring of specialized databases 

5. Relationship Management 

6. Development of opinion leaders 

7. Information and training programs 

8. Getiunea relations with administrative bodies 

9. Media Relations Management 

10. Practicing approach of "global-local" 

 

Achieving these objectives by representatives of insurance companies contribute to the expansion and 

diversification of insurance due to their increasing customer confidence in the products offered, especially long term 

ones, such as life insurance. 
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5. Conclusion 
   

 In recent years, using risk modeling techniques, large insurance companies have found new information on the 

interaction between risks. 

 The risks outlined above presents an overview of internal and external risk factors to which an insurer is 

exposed. However exposure to risk varies considerably from one company to another, depending on the types of 

products practiced by reinsurance program, investment strategy, etc. 

 For a company to be able to prevent difficulties solvency, it must be aware of the potential impact of the main 

risks affecting the effectiveness of internal procedures and risk management. 

Insurance Management must ensure optimal conditions for the constitution on time and in the amount provided 

insurance fund for continuous adaptation of the forms of insurance (voluntary by law) of goods, people and liability 

requirements to appear on the insurance market and national and international reinsurance. 

Looking at all this, we can conclude that dynamic evolution of risk factors and the continued diversification and 

adapting them to changing modern society in general and in particular the outstanding growth of the importance of 

project management. 

Future trends in society, in parallel with continuous improvement of management will lead to new studies that 

will lead to continuous adaptation of the role of risk factors that will impose new requirements. 
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