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Abstract. The article examines the evolution and specifics of accounting and management
control systems in the small and medium-sized business (SME) segment with an emphasis on
the non-Western context, where Ukraine serves as the main case. The author analyzes the
transformation of accounting functions: from basic transaction recording to strategic analysis
in conditions of digital transformation. It is shown how the Ukrainian context formed its own
development trajectory from local software solutions and the 1C/BAS ecosystem to the
growth of cloud services and hybrid models. The historical role of the 1C/BAS platform, the
influence of institutional factors and geopolitical sanctions on the formation of the Ukrainian
automation school are examined.

Special attention is paid to comparative analysis of Western models oriented toward
stability, and the Ukrainian approach, where the determining factor is system flexibility to
changing legislation. Based on analysis of the software products market, practical guidelines
for business regarding solution selection and management control construction are
formulated. A conceptual vision of next-generation accounting system is presented, the key
element of which is an embedded Al-auditor. The proposed model is based on integration of
time-tested accounting logic (postings, registers) with the power of artificial intelligence
operating in real-time for anomaly detection and strategic decision support.

The author concludes that modern accounting infrastructure is transforming into a
continuous digital environment, where automation of routine processes, flexible analytics and
data transparency become a strategic tool for SME economic sustainability.
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INTRODUCTION

In most countries, small and medium-sized enterprises (SMEs) create a significant
portion of jobs and bring new ideas and flexible business models to the market. For these
enterprises, effective and timely accounting and management accounting is important, as it
forms the basis for conducting business. Over recent decades, automation of financial control
and management processes has transformed from an additional tool into a necessity. It helps
enterprises increase productivity, avoid errors and reduce risks. The development of
automated systems has directly changed the daily practice of accounting, transforming it from
mere bookkeeping to management analysis.

The understanding of the role and functions of the accountant has also undergone
significant changes. In modern companies, the accountant often acts as a partner to business
owners, providing them with necessary information for forecasting and planning (Greenman
et al., 2024; Jarvenpaa, 2007; Zhang et al., 2020).

These factors determined not only the trajectory of accounting systems development, but
also the nature of management control, forcing software solutions to adapt to new challenges.
This is how the evolution occurred from automating only basic functions to integrating
artificial intelligence (AI), continuous audit and predictive analytics (Appelbaum et al., 2017;
Kokina & Davenport, 2017; Fotoh & Lorentzon, 2021; Oneshko, 2023; Vitali & Giuliani, 2024;
Kokina et al,, 2025; Tenyukh et al,, 2022; Zhang et al., 2022).

Despite significant progress in accounting and control research, scientific literature
focuses predominantly on Western practices (North America, Western Europe and
Australia/New Zealand) (Hopper & Bui, 2016). In parallel with this, non-Western contexts
remain significantly less researched (Uddin et al., 2017), although they demonstrate their own
approaches to building accounting systems (Aderibigbe et al., 2023; Ayinaddis, 2025; Khan et
al.,, 2024).

Note. In this article, the term non-Western is used in an operational sense to denote
countries with unstable regulatory environments and accounting systems with deep local
customization. The main focus is concentrated on the post-Soviet bloc, primarily Ukraine as the
main case.

A good example of such unique approaches is Ukraine, where one software product “1C:
Enterprise” (1C) actually became the main accounting tool for SMEs for two decades. This is
explained by its flexibility, adaptability to frequent legislative changes and wide availability of
programmers (Varennyk & Pestovska, 2021). The technical development of this system
combined with administrative factors (legislative fluctuations, special role of chief accountant,
sanctions and political restrictions) showed how local conditions determined their own path
of digital transformation.

This development trajectory differs from the Western one, where similar platforms are
often less dependent on regulatory constraints. Western accounting and control models are
based predominantly on digital solutions built according to unified rules, which ensure
transparency and stability of processes. In conditions such as Ukraine's, control is formed as a
result of combining several layers: legislative requirements, technological innovations,
administrative rules and culturally embedded role of the accountant. As a result, a complex
package of elements is formed, consisting of IT artifacts, various services, human factor and
local practices. Such multifacetedness explains the Ukrainian path in accounting automation,
characterized by difference from Western standards and high adaptability to a changing
environment.

The article expands understanding of accounting and control in non-Western contexts,
showing that innovations here often arise not as imitation of Western trends, but as a
response to local challenges and constraints. Using Ukraine as an example, the article
examines the evolution of accounting systems from local programs to cloud solutions, the
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influence of institutional factors such as legislation and sanctions, and prospects for creating a
system with embedded Al This study shows how small and medium-sized companies rebuild
their accounting infrastructure under pressure of crises, institutional changes and
digitalization, and how Al agents can additionally enhance transparency and efficiency.

Reliable and flexible accounting systems create a basis for tax discipline, business access
to financing, investment attractiveness and SME sustainability. Therefore, all decisions at the
level of accounting systems design in companies are directly related to economic
development and quality of institutions.

The purpose of this article is to outline the features of SME accounting systems
development in Ukraine as an example of non-Western context, describe characteristic
patterns of management control systems construction and propose a conceptual vision of
next-generation accounting system.

RESULTS

1. Methodology and Approach

The article relies on a practice-oriented and conceptual approach. The empirical basis
consists of the author's many years of involvement in implementation and support of
accounting information systems for SMEs and large enterprises in Ukraine, combined with
analysis of regulatory legal acts, offerings in the accounting software market and relevant
academic literature on Al integration, accounting and digital transformation.

The factual material includes implementation projects and consulting tasks that provide
observational material on how Ukrainian SMEs transition from outdated local systems to
cloud solutions, respond to regulatory changes and sanctions, and reorganize their accounting
processes.

The research relies on two theoretical frameworks that help understand the specificity of
the Ukrainian context.

1) Institutional

This approach emphasizes that accounting is always connected with rules of the game set
by the environment (Otley, 1980; Chenhall, 2003). For Ukraine, key environmental factors
were:

cultural: the chief accountant traditionally has high status (practically the second person
after the director), which distinguishes the Ukrainian context from Western;

regulatory: constant and unpredictable legislative changes (for example, changes to VAT
rules in 2015-2016) forced companies to update accounting practices "on the go";

political: sanctions against 1C in 2017 changed the market and accelerated the search for
alternatives (President of Ukraine, 2017);

technological: emergence of software registrars of settlement operations (PRRO), mass
implementation of electronic reporting and electronic signatures, active use of Application
Programming Interface (API) for banking and payment integrations and e-commerce services
(“Rozetka”, “Prom.ua”), development of cloud technologies, as well as first steps toward
automated checks and analytics based on big data (Tenyukh et al., 2022).

Reference. Electronic digital signature (EDS) in Ukraine has been operating since May 22,
2003 (Verkhovna Rada Ukrainy, 2003). The qualified electronic signature (QES) model was
introduced from November 7, 2018 (Verkhovna Rada Ukrainy, 2017). PRRO officially started
working from August 1, 2020 (State Tax Service of Ukraine, 2020).

2) Control

In post-Soviet countries, the control system was formed not as a single unified Enterprise
Resource Planning (ERP) or Software as a Service (SaaS), but as a combination of
interconnected elements forming a whole package (Malmi & Brown, 2008):
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IT artifacts: 1C as the core (accounting, management accounting), industry configurations
(trade, production, agricultural sector, service sector), extension modules (1CPP, Formex),
extensions for specific processes (consignment notes (CN), exchange with client-bank,
Customer Relationship Management (CRM)).

administrative services: electronic reporting, QES, PRRO for cash operations, electronic
document management (EDM) services, integration with banking gateways and state
registers.

human factor: the chief accountant acted not only as a registrar, but also as controller,
manager and business owner advisor; often he determined which IT solutions to implement
and how to adapt the system to environmental changes.

administrative mechanisms: internal regulations, job descriptions and policies that were
coordinated with software systems capabilities; formation of internal control procedures (for
example, separation of access to cash, warehouse, payroll).

- cultural practices: tradition of duplicating digital and paper registers as insurance,
adaptation of systems to shadow or semi-legal activity, high level of accountant's personal
responsibility.

2. Historical Development

Beginning of Accounting Automation

After the collapse of the USSR, enterprises faced the need to quickly create their own
management and accounting systems (Bailey, 1995). Western ERP systems (“SAP R/3%,
Germany, 1992; “Oracle Financials”, USA, 1989) and accounting packages (“QuickBooks”, USA,
1992; “Sage”, Great Britain, 1981) proved unsuitable for post-Soviet SMEs. The former - due
to excessive cost and complexity, the latter - due to lack of localization. The formed vacuum
was filled by the system 1C (1991). It offered simplicity, accessibility and extensive platform
tools for adaptation to changing market conditions.

Initial versions of 1C worked on DOS and Windows operating systems, used databases in
DataBase File (DBF) format and included their own configuration tools. An important step
was the use of register-based accounting model, where business operations are reflected in
the form of documents, the posting results of which are transformed into accounting entries.
This allowed enterprises to keep accounts without needing to buy expensive specialized
solutions.

The role of chief accountant in accounting deserves special attention. In post-Soviet
organizations, he performed the role of co-manager, which caused close interweaving of
accounting and managerial functions in control systems. Initially, accounting was viewed as a
technical tool for recording enterprise work results (Solodchenko & Sucher, 2005). Later,
analysis and even elements of strategic planning were added to accounting. The chief
accountant combined functions of financial controller, manager and director advisor, often
becoming the second person after the director with a high level of professional and even
criminal responsibility (post-Soviet countries practice). This confirms that management
control systems are formed under the influence of specific company context, and often
people's skills and their interaction matter no less than the technical infrastructure itself
(Chenhall, 2003).

Mass Implementation

At the turn of the 1990s-2000s, version “1C: Enterprise 7.7” (1C 7.7) became most
widespread, which was the most popular business automation program for Ukrainian
companies. Its key feature was that it was not only a ready-made software solution, but a full-
fledged development platform. It allowed creating custom configurations and adapting the
system to specific business processes. Based on this platform, localized configurations were
created, developed by ABBYY Ukraine company: “1C 7.7: Accounting for Ukraine”, “1C 7.7:
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Trade and Warehouse”, “1C 7.7: Production + Services + Accounting”, “1C 7.7: Payroll and
Personnel”. These typical solutions were adapted to Ukrainian legislation, which changed
almost annually. But this alone did not ensure 1C's stable leadership in the market.

During this period, an extensive network of integrators (programmers and consulting
companies) was formed, who not only implemented typical solutions but also adapted them
to different industries (trade, restaurant sphere, production, logistics, service sector, etc.).
Customization became common practice, when even small enterprises could order system
refinements for their own needs, unlike Western ones where such possibility was limited.
This stage can be considered the beginning of formation of the Ukrainian accounting
automation school, which combined localized typical solutions, own developments and
extensive network of implementers.

The Ukrainian accounting solutions market of late 2000s - early 2010s moved in three
parallel directions:

traditional boxed accounting systems (1C, “ISpro”, “Master: Accounting”, “AB Office”,
“Debet Plus”);

electronic reporting and EDM infrastructure (“M.E.Doc”, “Sonata”, “Art-Zvit”, “Fredo”,
“Takser”);

cloud accounting services (“iFin”, “SMART accounting”, “BookKeeper”, “Dilovod”,
“SmartFin”, “FreeZvit”).

Also during this time, the practice of separating financial and management accounting
became widespread. Accounting was traditionally kept in 1C or similar programs. And
management accounting was implemented in various ways:

within the same platform (separate configurations or parallel databases);
in custom solutions, in the form of Excel tables;

in the form of notes, when it existed only in the owner's or manager's memory without
proper documentary or software representation.

This often led not so much to gaps in information flows, as to distortion of management
data relative to accounting data. The owner did not receive a real picture of the business, since
the accountant often formed accounting and reporting primarily for tax authorities’
requirements.

For individual entrepreneurs (FOP), there was never a requirement to maintain full
accounting, which stimulated use of simplified approaches such as basic tables or keeping
only management accounting in appropriate programs.

Transition of 1C to New Platform

In 2003, “1C: Enterprise 8” (1C 8) appeared, which became a qualitative leap in platform
development. Unlike version 7.7, which had simpler architecture and limited capabilities,
eight introduced a three-tier client-server model, extended object system (information
registers, tasks, business processes), improved security mechanisms and unified approach to
configuration development and delivery. This made it more productive, scalable and
attractive not only for small and medium, but also for large business. For Ukraine, localized
configurations were created on this platform: “1C Enterprise 8: Accounting for Ukraine”, “1C
Enterprise 8: Trade Management for Ukraine”, “1C Enterprise 8: Manufacturing Enterprise
Management for Ukraine” and “1C Enterprise 8: Payroll and Personnel Management for

Ukraine”.

Although the new 1C 8 platform contained significant technological innovations, the
transition to it occurred quite slowly. A significant part of companies remained on proven 7.7
for several reasons. First, due to user inertia. Accountants and programmers knew 7.7 well,
and training staff to work with the new platform required time and resources. Second, for
many enterprises, rewriting existing configurations and refinements was economically
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burdensome. Third, there was a large number of ready-made solutions that satisfied current
business needs. Fourth, 7.7 had lower system requirements and could work even on outdated
equipment, which made it attractive for small and medium business.

Companies often applied a combined approach, where accounting was transferred to 8th,
while production or industry processes remained on 7.7 for a long time.

Thus, in the 2000s, two platforms coexisted simultaneously, forming a dual accounting
landscape in Ukraine (Solodchenko & Sucher, 2005).

Geopolitical Factor of 2017

In May 2017, Ukraine imposed sanctions against Russian IT companies, among which was
1C (President of Ukraine, 2017). This practically closed the public sector for it and
complicated private business work. In response, the Ukrainian brand “Business Automation
Software” (BAS) emerged, which became 1C's successor. BAS developed independently by
forces of Ukrainian companies that united in the professional community “Union of Business
Automators”. This union took on the function of supporting and developing localized
configurations.

At the same time, the 1C/BAS market faced personnel outflow. Young IT specialists
increasingly oriented toward Western technologies or created their own SaaS products.

The imposed sanctions created a dual effect. On one hand, they became a risk for business
that depended on 1C. On the other hand, they stimulated development of local alternatives.
The market acquired a hybrid form, where some enterprises continued to work on 1C/BAS,
while others transitioned to national developments and cloud SaaS solutions, the number of
which was growing.

It should be noted that the sanctions policy regarding Russian software products started
in 2017, including 1C, from the beginning of full-scale invasion has been steadily intensifying
(Cabinet of Ministers of Ukraine, 2025; President of Ukraine, 2022; President of Ukraine,
2024). This may become a factor not only influencing business to transition to alternative
national products, but also a trigger for accelerated development and expansion of the local
accounting software environment.

Modern Trends

From the 2010s, the Ukrainian accounting automation market demonstrates movement
toward cloud models (Tenyukh et al., 2022). The emergence and spread of light SaaS solutions
occurred differentially by sectors. For restaurant and retail business, a segment of products
like “Poster”, “SkyService POS”, “RestArt.Cloud”, “Servio POS Cloud” was formed. For FOP and
small business - “iFin”, “SmartFin”, “BookKeeper”, “Dilovod”, “KeepinCRM”. For service sector
- CRM solutions like “KeepinCRM”. The main component of the regulatory direction was
electronic reporting and electronic document management services (“M.E.Doc”, “SOTA”,
“FREDO”, “REPORT”, “Liga:REPORT”, “Vchasno”), which transformed from support tools into a
mandatory element of business digital infrastructure.

The Western market is also dominated by subscription-based cloud products
(“QuickBooks”, “Xero”, “Zoho Books”). They differ from Ukrainian analogues not in format, but
in approach. Accounting models in these programs are oriented toward scalability, stability
and predictability. Such solutions are oriented toward mature markets where rules of the
game are clearly defined and rarely change. Relevant for business became investing in
solutions with Al elements, which began transforming into a management control standard.

In Ukraine, a different approach to digital accounting transformation from Western is
observed. In Western countries, unification strategy prevails, ensuring transparency and
controllability of business processes. In the Ukrainian economic environment, the
determining factor is that systems are developed taking into account frequent legislative
changes, industry specifics and economic needs. This explains why 1C managed to maintain
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the position of dominant solution in the post-Soviet space, in the presence of powerful global
competitors.

3. Market Research
Comparative Landscape of Modern Solutions in Ukraine

Based on specialized reviews for selecting software for accounting and management
accounting in Ukraine, the market can be conditionally divided into large groups:

1) Local Modular Platforms

This includes “BAS”, “ISpro”, “AB Office”, “Master: Accounting”, “Debet Plus” and others.
They offer deep localization for national legislation, customization possibilities and wide
integrations with state and commercial services (electronic reporting, EDM, PRRO, banking
systems). Such systems are mostly oriented toward medium and large enterprises that need
comprehensive functionality.

2) General Purpose Cloud Services

These are solutions such as “Dilovod”, “Bookkeeper”, “SmartFin” and “iFin”. They are
optimal for FOP and small business, offering simple interface and ready-made modules for
submitting reports, integration with PRRO, as well as basic set of tools for conducting
operational activities (expense, income, counterparties accounting). Such services provide
quick start and minimal infrastructure costs, but are usually limited in scaling capabilities.

3) Industry Cloud Solutions

They are represented by programs like “Poster”, “SkyService POS”, “RestArt.Cloud” and
“Servio POS Cloud”. These programs are oriented toward restaurants, cafes, retail points and
service sectors. The main emphasis is on automating sales, cash operations, warehouse and
commodity accounting, personnel management. Data mostly enters the accounting system
through integrations (API or file exchange), so these services do not replace accounting but
complement it, creating a full cycle from front-office to back-office.

Based on the review and author's practical implementation experience, Fig. 1 summarizes
key elements of Ukraine's digital accounting infrastructure (accounting platforms, ERP
solutions and administrative reporting services) and presents their comparison according to
five applied criteria.

In specialized reviews, a separate category of hybrid systems is sometimes distinguished.
However, this term rather describes the deployment model than an independent market
segment. It refers to products that combine elements of local and cloud approaches. In
Ukrainian market practice, such cases manifest in three forms:

1) Technical Hybridity

Local platforms (“BAS”, “ISpro”) are deployed on remote servers or in private data
centers, providing web access but preserving on-premise architecture.

2) Functional Hybridity

Systems that integrate accounting and management accounting with external SaaS
services (for example, “BAS” combined with POS systems or EDM services).

3) Marketing Hybridity
Positioning traditional solutions as cloud through use of Remote Desktop Protocol (RDP)
or partner services in the cloud.
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Fig. 1. Comparison of digital accounting infrastructure components in Ukraine (author's
generalization).

Comparison of Accounting and Management Systems in Ukraine
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Key Criteria:

Complexity: System sophistication and feature depth

Flexibility: Customization capabilities and adaptability

Cost: Total cost of ownership (licensing, implementation, maintenance})
Implementation Speed: Time to deploy and go live

Integration Support: Ability to connect with other systems and services

Note. Assessment performed on a scale of 1-5; results are approximate and intended for
analytical comparison, not for statistical measurement of market shares. The Cost indicator is
interpreted as cost efficiency (1 - low, 5 - high).

Hybrid systems illustrate the transformational nature of market development. They
combine infrastructure and architectural features of local solutions with service elements of
Saa$, ensuring gradual business transition from traditional deployment models to fully cloud
ecosystems.

Regarding international products such as “QuickBooks”, “Xero”, “Zoho Books”, “Microsoft
Dynamics 365", “Oracle NetSuite”, “SAP”, they require local integrations to meet Ukrainian
specifics. They are available on the Ukrainian market, but cannot always fully ensure
compliance with national business requirements. In this sense, local solutions have an
advantage through quick updates and deeper access to state services and payment
infrastructure.

Additional attention is deserved by market segmentation and key demand drivers.
Demand shows certain duality. Individual entrepreneurs and small companies prefer SaaS
solutions like “Dilovod”, “SmartFin” or “Bookkeeper”, while medium and large enterprises
more often choose local flexible platforms such as “BAS”, “ISpro”, “AB Office” or “Debet Plus”.
Such solutions offer balance between ease of use and functional depth, making them in
demand among enterprises seeking the golden mean.

It is also worth emphasizing the role of the 1C/BAS ecosystem, which, despite sanctions
and emergence of alternative solutions, still performs the function of accounting
infrastructure foundation in Ukraine. This platform remains basic for both management and
financial accounting. According to specialized research estimates, about two-thirds of
enterprises continue to use 1C/BAS solutions, regardless of whether it's classic 1C versions or
their successor BAS (Varennyk & Pestovska, 2021). Such sustainability is explained by deep
localization for national legislation, wide customization possibilities for accounting specifics
and historically extensive integrator network formed over decades.
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Comparison of Approaches
1) Western Context (USA/EU)

The market here grew around cloud services, where each product closes its niche
(“QuickBooks Online”, “Xero”, “Zoho Books”, “Sage”, “Oracle NetSuite”, “Acumatica”). These
systems focus mainly on stability. Updates are released regularly and predictably. Mostly APIs
work clearly and stably, banking feeds connect without problems. Integrations are carried out
through marketplaces, and the audit log is available in the system by default. Connecting e-
commerce or CRM happens quite easily. Most regulatory requirements and industry rules are
already embedded in the product, and the service provider is responsible for everything being
up to date.

Convenience and stability have their price. Product ownership cost grows along with
number of modules, users and connections. APIs have their limits, and some features simply
disappear over time. Integration quality depends on marketplace and external services. For
atypical processes or local requirements, adaptation depth is limited. Migrations are quite
complex and often simply reduce to opening balances at date T, (without restoring all
operational history). And the audit log, reporting and other functionality usually work only
within the model defined by the provider.

2) Non-Western Context (Ukraine)

The Ukrainian market widely presents software products for accounting automation,
among which are both light national SaaS solutions and international platforms. However, the
1C system was long the core of the management and accounting solutions market. Its strength
is not in boxed functionality, but in three key factors. First, it is deep localization and regular
updates ensuring compliance with constant legislative changes. Second, this program is
distinguished by dense integration with national services such as M.E.Doc, EDM, PRRO or
banking systems. And the most important advantage is the ability to adapt it to specific
enterprise needs. This product can be refined almost without limitations, making it especially
attractive for companies wanting to adapt the system for themselves. An additional factor is
support economics. The cost of 1C/BAS programmer services has historically been relatively
low (about $15-30/hour), making individual refinements accessible even for small
enterprises.

However, there is also a reverse side. Decreased interest of young specialists in this
platform complicates long-term support of such systems and stimulates transition to
alternative cloud SaaS. The search for alternatives is also facilitated by risks created by
dependence on one supplier. This is especially pronounced in the political context, which is
reflected in sanctions policy.

To summarize differences between Western and Ukrainian trajectories of accounting
digital transformation, a conceptual scheme is presented that integrates system development
logic, typical implementation models and the accountant's role in management control (Fig.
2).

The scheme shows that these two development trajectories form different strategic
automation logics. In Western countries, priority is given to a unified approach to software
solutions, stability and ensuring compliance with current norms and requirements already
"out of the box". In contrast, in non-Western contexts, the key characteristics become
elasticity, large toolkit of individual implementation possibilities and ability to quickly adapt
to changing and often chaotic legislative environment (Chenhall, 2003; Mitter et al., 2024;
Uddin et al., 2017).
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Fig. 2. Conceptual comparison of Western and Ukrainian approaches to digital accounting
systems (author's generalization).
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quantitative measurement. Positioning on coordinate planes is presented as conceptual
interpretation of typical implementation practices.
4. Practical Guidelines for Business

Market review allows making a number of conclusions that can be useful for both
enterprises and professional community. They include software selection, determining key
management control functions, building data protection system, and assessing risks
associated with external environment and interaction with state structures.

System choice is largely determined by business scale. For small enterprises with up to
twenty users, the most optimal are simple solutions with basic accounting and tax accounting
modules. In transition economy countries, these are systems like “BAS: Accounting”, while in
Western countries these are “QuickBooks” or “Xero”. Medium business (from twenty to two
hundred users) already needs integrated solutions covering finance, warehouse, production
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and customer work. Examples of such systems are “BAS: ERP”, “Microsoft Dynamics 365" or
“Zoho Books” with CRM modules. Large enterprises with over two hundred users most often
choose comprehensive ERP platforms such as “SAP”, “Oracle NetSuite” and others that
provide international integration and support for complex management models.

Any software solution must include modules without which management control is
impossible regardless of chosen system. This concerns control of accounts receivable and
payable, cash flow management and forecasting, timely reporting updates according to tax
requirements, as well as the ability to trace all operations to ensure transparency (Malmi &
Brown, 2008). Important also is integration with CRM and e-commerce platforms, allowing
combination of financial information with sales and customer data.

When choosing software, institutional risks are also considered. In countries with
unstable regulatory environment, regularity of updates and compliance with current
legislation is crucial. Use of products that are not supported or restricted in public sector
creates risk of fines and forces companies to transition to alternative solutions. Additionally,
political factors, sanctions and geopolitical restrictions, frequent tax legislation changes, and
dependence on foreign software suppliers have an impact.

An important factor is accounting transparency, which goes beyond formal requirements
of state bodies and becomes the basis of trust from partners and clients. Digital tools for
ensuring data transparency and traceability are electronic document management,
integrations with banking gateways and state registers, control logs (audit trail), role-based
user access separation and automated reconciliations of key operations. However, to maintain
trust, it is important that automated conclusions be not only accurate but also explainable and
accountable, that is, with clear logic of reasons and ability to verify model decisions (Zhang et
al,, 2022; Raji et al,, 2020).

For quick detection of various accounting deviations, risk-oriented internal control
procedures are used. In modern conditions, internal control is increasingly integrated with
internal audit, data analytics and cyber risk audit, since digital infrastructure itself becomes
an object of control. This corresponds to systematic review conclusions regarding evolution of
internal audit role in the digital era, where Al and data analytics are combined with
cybersecurity practices (Ahmed & Japee, 2025). A significant role is played by tools that help
detect anomalous operations and reduce fraud risk (Zhang et al., 2022).

Building long-term IT strategy has its emphases for different business categories. Small
enterprises need to avoid excessive customization that complicates system updates and
increases costs. Medium and large companies should transition to platforms that meet
international norms and requirements and ensure integration into global processes. At the
same time, investing in Al solutions is a priority for all categories, as modern competitiveness
requires this.

For small and medium business, an effective model is dual accounting distribution, in
which routine financial accounting is transferred to outsourcing to specialized companies,
while internal managers focus on management accounting and analytics. Such approach
allows both cost reduction and obtaining quality information for making management
decisions.

The mentioned practical conclusions can be considered as a prerequisite for forming
architectural vision of next-generation accounting systems. In literature, this transition is
often described as movement from automation and analytics to Al audit and continuous
control. In turn, authors emphasize practical integration barriers, organizational readiness
and need for clear operational implementation framework (Kokina & Davenport, 2017;
Leocadio et al.,, 2024; Kokina et al., 2025).

At the base of modern accounting platforms must remain simple and clear logic, well
familiar to every accountant. First operations, then documents, then registers and postings.
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This time-tested model should be the support of financial control, and future solutions should
not destroy it but enrich it with modern automation tools and Al capabilities.

The central element of such systems is an embedded Al-auditor that acts as assistant and
controller (Zhang et al., 2022). It works constantly in background mode, checks operations in
real-time, detects suspicious or atypical actions and forms automatic reports. Using
explainable Al (XAI), it explains its conclusions in language understandable to accountant
(Zhang et al., 2022). Its main task is not to replace the accountant but to help in analytics,
planning and making strategic decisions, opening a new level of professional work.

In this study, the Al-auditor is considered only at conceptual level as continuation of
Ukrainian accounting systems evolution, not as a full-fledged research object. Detailed
analysis of its architectural features, algorithmic models and application scenarios in
accounting systems, as well as related security and trust issues, is subject of author's further
research that goes beyond this article. In particular, the question of Al audit integration in
developing countries has already been analyzed by the author in previous research, where an
integrated Al audit readiness framework for jurisdictions with limited resources was
proposed (Popel, 2025).

Another defining feature is flexible analytics. Modern accounting system must easily
adapt to specific business needs, take into account industry specifics and quickly respond to
legislative changes. Thanks to Al integration, such systems are capable of learning. Every
correction or document adjustment forms corporate memory, which over time reduces
number of errors and makes work more predictable and confident.

No less important are transparency and convenience. The owner should see key business
indicators in the form of visual dashboards, the accountant should be able to work with
detailed documents and registers, and managers receive understandable management reports
necessary precisely for their tasks.

Also, such system must seamlessly interact with tax services and electronic reporting,
integrate with banks for automatic document exchange, and combine with ERP, CRM and e-
commerce solutions. In such digital environment, all business processes are connected to each
other.

Next-generation system is not just another new software. It transitions to a new level of
business and technology interaction. It combines time-tested accounting logic and Al power.
Thanks to this, accounting transforms from routine process into strategic development tool.

5. Limitations and Further Research Directions

This study has several limitations due to its practical and conceptual focus. Since
conclusions are largely based on personal professional experience and observations of
specific projects, results somewhat depend on author's interpretation. At the same time, the
author's practical focus on accounting systems implementation allows advancing hypotheses
about management control mechanisms and local practices that often remain beyond dry
statistical analysis.

Additionally, focus on Ukrainian context does not allow automatically extending these
results to all developing countries, as each has its unique regulatory features.

Due to corporate information confidentiality, internal company data was not used in the
work, so estimates of certain platforms' prevalence have character of expert generalizations,
not precise statistical calculations. Analysis of external factors' impact, such as sanctions or
legislative changes, is presented as context description, which does not allow establishing
strict causal relationships. Finally, the concept of next-generation system and Al-auditor
currently remains an architectural vision and hypothesis that needs further verification on
practical prototypes.
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Further research directions may include in-depth study of other transition economies,
which would allow comparing different non-Western approaches to accounting digital
transformation. It would also be advisable to conduct surveys and interviews with chief
accountants and IT specialists regarding their perception of risks and advantages of new
architectures. Perspective is also quantitative analysis of sanctions, martial law and
regulatory changes impact on accounting systems structure, automation level and internal
control configuration in SMEs. A separate direction is research of specific prototypes of Al
agents and Al auditor in Ukrainian context, with assessment of their impact on data quality,
procedure labor intensity and user trust.

CONCLUSIONS

This article describes SME accounting systems development in Ukraine as an example of
non-Western accounting evolution under influence of institutional constraints, sanctions and
digitalization. It shows how accounting automation developed along its own trajectory,
different from Western. If in the West the main priority was adherence to unified rules for all
and international norms, then in post-Soviet conditions the need to quickly respond to
constant legislative changes and adjust programs even for the smallest business came to the
forefront (Uddin et al., 2017). However, rapid development of IT technologies and Al, increase
in data volumes and market globalization forces countries of both camps to adapt to new
conditions and move in one common direction.

Today, management accounting is transitioning from recording facts to forecasting risks
and supporting strategic decisions (Malmi & Brown, 2008; Nazarova, 2021). Business that
ignores modern technologies quickly loses competitiveness. Therefore, Al audit is the next
stage of accounting systems development. It is steadily transforming from innovation into a
familiar tool (Kokina et al., 2025; Oneshko, 2023).

However, movement toward Al control and audit makes sense only on condition of
results explainability and availability of accountability procedures that allow critically
verifying model decisions, rather than thoughtlessly relying on them as on a black box (Kokina
et al., 2025; Raji et al,, 2020; Zhang et al., 2022). Therefore, the question of trust goes beyond
technology and becomes politico-institutional. This requires rules for classification and Al risk
management, as well as clear distribution of responsibility for its use in financial processes
(Maghsoudi et al., 2025).

Many years of practice implementing ERP, POS and accounting systems confirms that the
most valuable solutions are born where technologies, local conditions and human experience
intersect (Tenyukh et al., 2022). The idea of next-generation accounting system precisely
consists in preserving well-functioning register architecture with addition of latest Al
approaches, thus combining local experience with Western innovations. This shows that non-
Western approaches can influence even global trends (Zyznarska-Dworczak, 2018).

The Ukrainian example shows that SME accounting systems evolution is not only a
technical or local management problem, but also a factor of broader economic development.
The Ukrainian path of accounting digitalization is not simply a Western copy, but forms a
separate logic. It relies on the ability to quickly adapt to unstable rules and unequal
implementation conditions, which look different for SMEs than for large companies
(Ayinaddis, 2025; Khan et al., 2024).

The ability of small enterprises to quickly adapt their accounting infrastructure to
regulatory changes, sanctions restrictions, war risks and digital requirements determines
their resilience, tax transparency and ability to attract financing. In this sense, implementation
of more flexible, integrated accounting systems can be considered as a contribution to
increasing trust in institutions, expanding the tax base, supporting entrepreneurship and
economic recovery in conditions of prolonged crisis.
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