
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Robotics, Third-Party Integration, 
and the New Risk Frontier 
 

Why immature supply chains, component ecosystems, and emerging 
IP threats are creating outsized exposure for robotics companies. 
 

Written By: Chris Jones 
 

Modern robotics companies innovate at extraordinary speed. That speed is powered not only by 
advances in autonomy and artificial intelligence, but by the proliferation of powerful off-the-shelf 
components: vision systems, sensors, firmware layers, compute modules, open-source libraries, 
cloud orchestration platforms, and third-party APIs. 
 

For innovators, this modularity allows significant productivity gains. It shortens development 
cycles, reduces capital requirements, and allows small teams to build remarkably sophisticated 
machines. However, it also creates a new and largely misunderstood risk profile. 
 

Robotics systems no longer operate as self-contained products. They function as interdependent 
ecosystems in which hardware, software, data pipelines, cloud infrastructure, and third-party 
intellectual property are tightly coupled. When something goes wrong inside that ecosystem, 
attribution becomes unclear. When attribution is unclear, liability tends to land on the system 
integrator (the robotics company) even when the defect triggering the incident originated far 
upstream. 
 

This structural mismatch between where risk is created and where liability ultimately lands is 
rapidly becoming the defining risk characteristic of the robotics industry. 

Strategic  
Perspectives 

Introduction: The New Shape of Robotics Risk 



 

Technology companies are moving faster than insurance policy wordings. Artificial intelligence (AI) has 
become central to both innovation and exploitation: developers are embedding AI into their products and 
cybercriminals are using AI to make fraud more convincing and harder to detect. 
 
For executives and risk managers, this raises a critical question: will your insurance respond when AI is at the 
center of a loss? 
 
In most cases, the answer today is uncertain. That uncertainty stems from a fundamental issue in the 
insurance market: silent coverage versus affirmative coverage. 

Silent Coverage vs. Affirmative Coverage

The Liability Inversion Problem 
Unlike traditional manufacturing, the robotics supply chain is still immature, fragmented, and globally distributed. 

Most early-stage robotics companies do not have: 

• negotiated vendor contracts 

• meaningful indemnities 

• enforceable warranties 

• service or patch obligations 

• audit rights 

• reliable recourse when a component fails 
 

Components are often procured through distributors, cloud marketplaces, open-source repositories, or simple 

credit-card transactions, and while these channels provide speed, there’s almost no protection. The result is an 

inversion of liability.  
 

When a component failure causes a system failure, the robotics company absorbs the operational loss, the 

customer claim, the contractual penalties, the reputational damage, and the litigation cost, even if the underlying 

defect originated in technology they did not design, control, or fully understand. 
 

In effect, many robotics founders are unknowingly assuming liability for their entire supply chain. 

Contracts Multiply Exposure When Supply 
Chains Cannot Absorb Risk 

Robotics companies routinely commit to: 

• performance warranties 

• uptime guarantees 

• integration assurances 

• broad indemnities, and 

• replacement or remediation obligations 
 

Yet those obligations rarely flow upstream. Component 
vendors almost never accept consequential loss or 
integration liability. The robotics company becomes 
the liability absorber. 
 

When the supply chain cannot or will not share risk, 
insurance becomes the only remaining risk-transfer 
mechanism. 
 

Intellectual Property: The Silent Existential 
Threat 
Component integration introduces a second, equally 
dangerous risk vector: intellectual property litigation. 
Robotics companies face two primary IP exposures: 

1. Upstream Infringement 
A patent may cover a sensor architecture, firmware 
behavior, compute design, or integration method 
embedded within a purchased component. 
 

In practice, patent holders and in particular, non-
practicing entities (NPEs), will often bypass the robotics 
developer and instead pursue the company’s largest 
commercial customers, knowing that service and 
supply contracts almost always contain IP 
infringement indemnification provisions in the 
customer’s favor. 
 

This strategy transfers the economic burden of 
defense, settlement, and potential damages  
back to the robotics company regardless of  
where the alleged infringement originated. 

Third-Party Integration Changes Failure 

Robotic systems perceive, decide, and act based on 
dozens of upstream dependencies working in real time. 
That architecture creates new failure dynamics: 

• A sensor defect manifests as a software 
malfunction 

• A firmware update introduces timing drift that 
degrades AI behavior 

• An open-source dependency conflict triggers 
downtime or unsafe motion 

• A cloud API failure disables physical systems in 
the field 

Customers do not analyze these events at the 
component level. They experience them as system 
failures. Contracts are written accordingly. Liability 
follows the same path. 
 

This is why robotics risk is fundamentally nonlinear and 
interdependent. A small upstream defect can trigger 
cascading loss across operations, revenue, and 
customer relationships. 
 

The Machine Economy Amplifies Consequences 

As robotics systems integrate deeper into the emerging 
“machine economy,” failures propagate faster and 
further. Robots increasingly operate inside: 

• logistics and fulfillment networks 

• autonomous mobility platforms 

• energy and compute infrastructure 

• machine-to-machine decision systems, and 

• cloud-synchronized AI environments 
 

In this environment, a defect in an inexpensive 
component can trigger system-wide outages, SLA 
penalties, lost revenue, regulatory exposure, and 
cascading failures across multiple dependent systems. 
Startups scaling rapidly may unintentionally assume 
liabilities that historically belonged to sophisticated 
platform operators, and most lack the balance sheet 
strength, contractual safeguards, or insurance structures 
required to survive major loss events. 
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  Capacity Limits and Terms 
 

Cybercriminals are now deploying 
AI to commit fraud at scale. 
Deepfakes, voice clones, and AI-
generated scams are tricking 
employees into transferring funds 
under false pretenses. 

The challenge? Many cyber 
policies are silent on whether AI-
enabled fraud is covered. That 
silence matters when regulators, 
boards, or shareholders ask why a 
six or seven figure loss isn’t being 
reimbursed. 

Case Example: One client recently 
suffered a $250,000 funds transfer 
fraud enabled by AI-driven social 
engineering. Under a typical silent 
policy, the insurer could have denied 
the claim forcing the policyholder to 
turn to the courts for resolution. 
Because they had affirmative 
coverage, the loss was promptly paid. 

For companies of any size, affirmative 
cyber coverage ensures that 
protection keeps pace with the 
evolving threat landscape. 

Why This Matters Now 

Market Pressure: Enterprise 
customers and regulators are already 
pressing vendors on AI risk 
management. 

 

Contractual Exposure: Indemnities in MSAs 
and licensing agreements are increasingly 
tied to AI-driven errors or misuse. 

 

Reputation and Trust: Silence breeds doubt; 
affirmative wording builds confidence with 
clients, investors, and partners. 

Forward-looking companies are no longer 
leaving AI risk to chance. They are proactively 
seeking policies that explicitly cover AI-driven 
exposures.  

Conclusion 

Insurance is meant to provide certainty in 
times of crisis. Yet when it comes to AI, too 
many policies remain silent. For technology 
companies, this silence is not just a coverage 
issue, it is a strategic risk that can affect 
contracts, fundraising, and resilience. 

Whether developing AI-integrated software or 
simply defending against AI-driven fraud, the 
solution is the same: affirmative coverage that 
explicitly responds when AI is the cause, the 
vector, or the trigger of a loss. 

Don’t wait to find out after a claim. Reach out 
today to ensure your policy keeps pace with 
AI-powered risks. 
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Conclusion: Insurance Must Match How Robotics Actually Works 

Robotics startups move fast, integrate aggressively, and scale globally long before building mature 
supply chains or risk-transfer frameworks. That speed is simultaneously their strength and their 
vulnerability. 

To operate safely inside the machine economy, robotics companies require affirmative insurance 
programs that recognize: 

1. failures driven by third-party components, 

2. nonlinear system-wide behavior, 

3. cyber-physical loss pathways, 

4. concentrated contractual liability, and 

5. escalating intellectual property warfare. 

Generic insurance was not built for this reality. Robotics-specific risk demands robotics-specific 
protection. To answer this, we combine deep robotics expertise, dedicated specialty underwriting 
relationships, and a proprietary risk assessment framework. 
 

 Transform complex robotics risk into stronger coverage, fewer disruptive claims, and materially 
better insurance outcomes. 
 

Contact us to schedule your free risk assessment and program review today. 

 

Non-practicing entities significantly amplify this 
exposure. High-growth robotics and AI companies are 
prime targets because method patents allow broad 
claims, defenses are complex, and NPEs deliberately 
structure enforcement campaigns around customer 
pressure and indemnity leverage rather than technical 
merit. 

Importantly, Cyber and Tech E&O policies do not cover 

patent infringement, trade secret disputes, or method-

of-use claims. A single IP lawsuit, especially one 

initiated through a major customer, can quickly 

become financially catastrophic. 

2. System-Level Infringement 

Modern robotics patents increasingly target methods, 
coordination patterns, data workflows, and dynamic 
system behavior. When multiple third-party 
technologies are combined, new infringing behavior 
can emerge even if no single component infringed on 
its own. 

These claims are particularly difficult to defend, and 

when asserted against major enterprise customers, 

they create immediate commercial pressure for rapid 

settlement. 
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