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[bookmark: _Toc235795689]Executive Summary
This report contends that the primary challenge to the expanding adoption of AI by Sage Group plc is not a single, finalized compliance requirement, but the uncertainty of regulatory norms themselves as exhibited in Colorado, which less than two years after enacting its pioneering AI law, has repealed and replaced it on 14 May 2026. Sage Group plc, a United Kingdom headquartered provider of accounting, finance and payroll software, is embedding generative artificial intelligence into the daily workflows of small and medium sized businesses through its Sage Copilot assistant precisely as this instability unfolds in its largest market (LawFuel, 2026; Skadden, Arps, Slate, Meagher & Flom LLP, 2026).
This report recommends Sage on the risks and opportunities that could arise from this AI-based strategy, contrasting the UK and USA markets, where Sage earns the largest proportion of its revenue (Sage Group plc, 2025b). In addition to regulatory uncertainty, it highlights another operational risk – the accuracy of AI tools used in financial software, given the significant academic literature on their potential and limitations in detecting financial anomalies and fraud (Ashtiani and Raahemi, 2021; Hafez et al., 2025). The two analytical tools used are Porter's Five Forces and the PESTLE analysis, both tailored to Sage's competitive and regulatory landscape rather than used as ‘checklists'.
The report concludes with a three-part implementation plan that spans the short, medium and long term, and culminates in a credible point of competitive difference for Sage over Intuit, Xero and Oracle NetSuite through the introduction of AI assurance. An indicative cost is provided with each recommendation, and a cost basis and named point of ownership are provided, as a plan without either of these is hard for a board to act on.
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[bookmark: _Toc235795690]1. Introduction
The U.S. regulatory landscape for AI is particularly volatile at the moment. In May 2024, Colorado enacted a near-identical Artificial Intelligence Act, which was twice postponed, called into question in federal court by the developer of the Grok chatbot with the help of the DoJ, and was eventually withdrawn and replaced by a narrower Automated Decision-Making Technology Act in May 2026 (Siegal and Garcia, 2024; LawFuel, 2026). Financial services are a clear target of the new law in one of its six domains (Norton Rose Fulbright, 2026). For a company like Sage, whose software increasingly makes automated or AI decisions regarding customer invoices, cash flow forecasts and tax submissions, this is a very big deal.
Sage Group plc is a long established accounting, financial, HR and payroll technology firm for small and mid sized businesses (SMBs) with total revenue of approximately two billion pounds and annualised recurring revenue of two point six billion pounds in its previous full financial year, with North America now the largest and fastest growing region in the company's operations (Sage Group plc, 2025a; Sage Group plc, 2025b). The heart of its latest approach is Sage Copilot, a generative AI assistant that integrates into dozens of models at the core of the Sage Intacct, Sage 50 and Sage 200 product families, allowing for automating invoice processing and assisting month end financial close operations (Gaetano, 2024; Quartr, 2025). This report recommends Sage with regard to the risk management implications of this strategy, focusing on the United Kingdom and the United States, and using Five Forces and PESTLE, in particular, to address a regulatory environment that neither framework was developed to describe.
The report contains four additional sections. Before any framework can be applied, it is necessary to provide the industry and company background, which is covered in section two, including Sage's size, the nature of the Copilot product, key competitors, and the broader regulatory background. The main findings are outlined in section three, which explores the competitive intensity through Five Forces and a PESTLE analysis of the United Kingdom and the United States. There is then a detailed consideration of AI assurance and customer trust, followed by a detailed comparison of the two frameworks. A costed, phased implementation plan with named ownership is provided in section four with a conclusion in section five.
[bookmark: _Toc235795691]2. Industry and Company Context
[bookmark: _Toc235795692]2.1 Sage in Numbers: Scale and Strategy
Sage's financial strength, evidenced by its revenue base of 2.1 billion pounds, is key to the AI transformation described throughout this report and to its ongoing margin growth. The group revenue for the financial year ended on 31 September 2025 was approximately two point one billion pounds, of which the overwhelming majority was recurring (Sage Group plc, 2025a). Growth has not been evenly spread. Revenue grew by 11 per cent in the North American region to R846M in the nine months to June 2025, compared with a 9 per cent increase to R539M in the United Kingdom and Ireland region over the same period (Sage Group plc, 2025b). The most recent quarterly report indicated that North American growth is further accelerating, rising to 13 per cent (Sage Group plc, 2025c).
This shift matters for the reportis structure. Ten years ago, the UK would have been the market that everyone looked at when analysing Sage. Sage is expanding most rapidly in North America and, as described later, the regulatory landscape is the least clear. In Sage's own results, executives said that artificial intelligence is at the core of this growth, not an afterthought, as cloud native revenue increased by twenty three per cent in the final full year (Sage Group plc, 2025a; Quartr, 2025).
It is also important to keep in mind the financial discipline behind this growth. Sage's subscription model has achieved one hundred and one per cent renewal by value for its last full year, and cash conversion greater than one hundred per cent, meaning that existing customers spend more over time than they do not (Sage Group plc, 2025a). This retention pattern is the key reason why the trust question explored later in this report is so critical, as a subscription business relying on customers to renew and increase use every year has much more at stake if the trust is lost due to an AI incident than a one-off sale.

[bookmark: _Toc235795693]2.2 The Rise of Sage Copilot
Sage Copilot stands as a prime example of this AI strategy. An accounting-specific generative AI assistant, trained specifically on accounting principles and tax rules, not a general purpose chatbot; not a standalone application but built into Sage Intacct and other Sage products (Conner, 2025). Prior to the introduction of Copilot, Sage's own chief technology officer said it had already had to run approximately 27 separate underlying models in conjunction with each other, and Copilot is designed to work with these models, with the user posing a question in plain language (Gaetano, 2024).
Independent commentary on the product is cautiously positive. Bonilla (2025) and Martin (2025) state that Copilot saves manual time and effort during month end close and error checking, and Kulik (2026) says that Sage has introduced Copilot at all price points, even its lowest cost plan, which is unusual. This distribution option is a strategic cue, too. As mentioned in section three, if AI is available for all customers, and no matter how much they pay, Sage is hoping that the trust placed in the AI Assistant will be a reason customers will stay on Sage instead of going to a competitor.
The term "generative AI" might be a bit confusing, as it's easy to misunderstand what Copilot actually does. Martin (2025) explains that the assistant's role is precisely to manage month end close, to monitor outstanding tasks, and to respond to a simple question when it comes to a company's own financial data as opposed to creating new content like a general purpose chatbot. This is important for the risks to be highlighted below. However, there is only a reputational risk if the customer's accounting data is offensive to the chatbot, as in this case Copilot's output is based on the customer's own accounting data, which is the focus of section three.
[bookmark: _Toc235795694]2.3 Competitive Terrain: Intuit, Xero and NetSuite
That's not the only competition Sage faces, and that component provides the foundation for the Five Forces analysis in section three. In the United States, Intuit's QuickBooks remains the clear leader, with both desktop and online products accounting for the majority of the American small-business accounting market, but with much less presence in other countries (Aminetzah, 2026; Watson, 2025). Intuit's own NetSuite-adjacent product is increasingly focused on embedded AI, using language similar to Sage's about their Copilot (Intuit, 2026): real-time financial data and automated compliance support.
Xero is a New Zealand-based business software that more directly competes with Sage outside North America, and has reportedly more than one thousand three hundred third party integrations to increase the cost of switching users from Sage to Xero (PortersFiveForce Team, 2026). In between the two are Oracle NetSuite, which focuses on larger companies that have outgrown a basic accounting solution and require a more comprehensive enterprise resource planning (ERP) solution. None of these competitors is sitting still on AI, which is the competitive landscape in which Sage's AI investment must be evaluated.
The outsider looking in at any of these companies can only see how their AI strategy meshes with the regulators' exposure, however. The majority of Intuit's AI investment is within the highly regulated tax environment of the U.S. where the company enjoys a strong dominance of the home market in small business accounting (Aminetzah, 2026). By contrast, Sage has spread its exposure over a UK home market and a fast-growing US business increasingly exposed to state level scrutiny as Colorado has been, the latter of which is not necessarily a bad thing, but as far as learning from the cross market is concerned, this will be to its own benefit if done deliberately, rather than ad hoc.
[bookmark: _Toc235795695]2.4 Two Markets, Two Trajectories
[image: ]
Figure 1: US regulatory timeline and amendments vs. the UK's baseline approach (2024–2027).
The Colorado incident mentioned in the introduction is not a unique occurrence. It represents a broader trend of U.S. states creating state laws on AI without a federal bill in place, creating a complex compliance landscape for businesses with interstate operations (LawFuel, 2026). The original AI Act in Colorado would have mandated impact assessments and disclosure of algorithmic decision making for high risk AI systems, such as those used in financial services (Siegal and Garcia, 2024). The replacement, the Automated Decision-Making Technology Act, restricts the language but maintains financial services coverage and doesn't come into effect until January 2027, which may well be a time when the political and legal landscape has changed once again (Skadden, Arps, Slate, Meagher & Flom LLP, 2026; Stein et al., 2026).
The situation is quite different in the United Kingdom. In contrast, the UK has not seen a single new statute being enacted, but continued to leave regulators to deal with AI in their own areas of responsibility, with limited legislation drama and ultimately more uncertain about how a specific AI application will be treated. This isn't a triviality. A UK regulator reviewing an existing part of the law has in principle the power to arrive at a new interpretation just as dramatically as a new law passed by a US state legislature does, albeit without the advance warning that a bill going through a state legislature often brings.
Technically speaking, the same roadmap for the Product is not expected to have the same compliance playbook between the two markets, as this would be hard for Sage to implement for Copilot. That divergence is the main fact to be dealt with here, rather than the footnote, in the rest of this report.
[bookmark: _Toc235795696]3. Main Findings
[bookmark: _Toc235795697]3.1 Competitive Intensity: A Five Forces Reading
The Five Forces has been applied here to evaluate the rivalry that Sage is facing in accounting and financial software. In a study specifically focusing on the continued relevance of the framework in the knowledge intensive technology industries, Isabelle et al. (2020) conclude that Five Forces can be used as a starting point, but is more effective when combined with the focus on digitalisation and the speed of regulatory changes, both of which are discussed in this section, but not treated as separate forces.
There is high rivalry between the already existing players. Together, Intuit, Xero, Oracle NetSuite and Microsoft Dynamics are vying for a large customer base of small and medium sized business customers, and now they are competing based on embedded artificial intelligence capabilities as well as on features and costs (Aminetzah, 2026; Intuit, 2026). There is a moderate, not low, threat from new competition. While the creation of a convincing accounting platform from the ground up is still a challenge, the increasing prevalence of large language model tools will make it more affordable to integrate an AI component into a new product and reduce one of the benefits that established players like Sage have traditionally enjoyed.
Buyer power is moderate and varies by market. The Xero ecosystem, with more than 1,000 integrations, is an example of how the company is working to make its switch costs a deliberate and intentional decrease in buyer power (PortersFiveForce Team, 2026; Conner, 2025). Traditional inputs like hardware and software still have a strong degree of supplier power, but where accounting software companies rely on underlying large language model infrastructure that they cannot control, supplier power is increasing in this area and is not part of Porter's original five categories. While the potential of substitutes may be limited for key bookkeeping tasks, it is increasing at the fringe, where the use of spreadsheets or manual methods has become less compelling as AI tools start to prove time-saving.
Combined, these five forces suggest that competition is now being waged based on the ability to use AI, and not so much on its fundamental bookkeeping capabilities that have long set the products apart. The relevance is that a one-size-fits-all approach to the model would fail to capture it. The fact that every serious competitor is racing to add broadly similar generative AI features increases the relative speed at which the feature becomes a less distinguishing differentiator; and the accuracy, governance and trustworthiness of the AI feature examined in sections 3.3 and 3.4 becomes the more persistent source of competitive advantage
[image: ]
Figure 2: Five Forces Intensity Chart, Sage in Accounting and Financial Software (Source: Author)
[bookmark: _Toc235795698]3.2 Regulatory Divergence: PESTLE Across Two Markets
PESTLE is used here to compare the United Kingdom and the United States, the two markets that are core to Sage's strategy. This comparison was not carried out simply by describing the different regulations, as the main thrust of this report is that the stability of the regulation rather than the direction of regulation is the most important variable for Sage to deal with. Table 1 summarises this comparison using a volatility based scoring approach.


Table 1: Regulatory Volatility Assessment, Sage's UK and US Position (Author)
	PESTLE Factor
	United Kingdom Position
	United States Position
	Volatility Score

	Political
	Existing regulators apply existing law; no dedicated AI statute
	Colorado AI Act enacted, delayed twice, repealed and replaced within two years (Siegal and Garcia, 2024; LawFuel, 2026)
	Low (UK) / Extreme (US)

	Economic
	UKIA revenue growth of 9% in most recent period (Sage Group plc, 2025b)
	North America revenue growth of 11-13%, Sage's fastest growing and largest region (Sage Group plc, 2025b; Sage Group plc, 2025c)
	Low / Low

	Social
	SME technology readiness shapes adoption more than tool sophistication (Shahadat et al., 2023)
	Same underlying finding applies; research volume on AI/SME adoption growing faster than evidence base (Ahmad, Mahomed and Hashim, 2025)
	Medium / Medium

	Technological
	Cloud and AI tools available; trust in provider predicts continued use (Merlo, Fard and Hawamdeh, 2025)
	Same technology base; digital transformation research still maturing (Gao, Teh and Ho, 2026)
	Medium / Medium

	Legal
	AI governed through existing sector regulation rather than a bespoke statute
	Automated Decision-Making Technology Act covers financial services explicitly, effective January 2027 (Skadden, Arps, Slate, Meagher & Flom LLP, 2026; Stein et al., 2026)
	Low / High

	Environmental
	Automation framed as a secondary sustainability contributor (Sage Group plc, 2025a)
	Same group-wide framing applies
	Low / Low



In terms of the political and legal nature, the two markets are quite different. The United States, and Colorado in particular, has given a very volatile picture: a law passed, twice delayed, brought to challenge in federal court where the Department of Justice intervened against the state, and then a law passed that superseded the previous one within two years of it being signed (Siegal and Garcia, 2024; LawFuel, 2026). There are other states that have enacted equivalent legislation, but not necessarily on the path of Colorado, which provide additional uncertainty instead of a clear trend (LawFuel, 2026). In contrast the United Kingdom has not experienced this level of legislative 'turbulence' and instead has sector-based regulators. This isn't settled law, it's untested law, because a regulator can change laws in a manner that is as disruptive as a State legislature, except without as much advance notice.
From an economic perspective, both markets are currently offering positive returns on continued investment in AI, albeit with macroeconomic caveats not captured by the analysis above. This is because the movements of sterling against the dollar have a material impact on the growth that is reported in a different currency; as such, Sage's own results have been reported on a 'constant currency basis' to remind readers that currency risk is as real as regulatory risk when it comes to the transatlantic exposure (Sage Group plc, 2025b; Sage Group plc, 2025c). While the advantages of digitalisation have grown over the past few years, the OECD also highlights that digitalisation disparities between small and large businesses have increased, implying that AI tools built into existing software might be more likely to improve these gaps than add-on technology that needs to be discovered by small businesses themselves (OECD, 2024).
In terms of social and technological aspects, the findings of research on the adoption of SMEs are broadly similar, with the emphasis being on organisational readiness to implement the technology rather than the sophistication of the technology itself in achieving good adoption once it is implemented (Shahadat et al., 2023; Bayat et al., 2025). Ahmad, Mahomed and Hashim (2025) and later, Saeed Ahmad et al. (2026) discover in the study of the cloud computing literature that research interest in AI in relation to SME adoption of cloud has surged since 2020, albeit empirical evidence on the outcomes have not yet matched the amount of conceptual discussion, which may be relevant to the cautiousness Sage should show in promoting the benefits of Copilot to its customers. Gao, Teh and Ho (2026) come to a similar conclusion, and Merlo, Fard and Hawamdeh (2025) conclude that trust in the cloud service provider specifically forepells the continued use of a cloud tool after adoption, which is directly pertinent to Sage's retention.
In terms of the environment, this is the least mature of the six, but dismissing it as a minor risk underestimates a serious and escalating issue. While Sage's own reporting did not make the energy impact of large language model infrastructure a primary concern of sustainability, the general focus now on the energy use of LLM infrastructure would suggest that this should be taken more seriously in their own reporting going forward than it was captured in this report by public sources alone.
[bookmark: _Toc235795699]3.3 Assurance and Governance Risk
After assessing the external environment, this section explores the risks stemming from the effectiveness, or otherwise, of Sage's own AI products. Table 2 presents an assurance based approach to this risk over a traditional likelihood and impact register, as the existing academic literature on this topic is more focused on model reliability than on the risk itself.



Table 2: AI Assurance Checklist for Sage Copilot (Author)
	Assurance Area
	Evidence from Literature
	Residual Gap for Sage
	Priority

	Model accuracy in fraud detection
	Performance varies with data quality and technique; no single method reliable across all fraud types (Ashtiani and Raahemi, 2021; Alghofaili, Albattah and Rassam, 2020)
	Small business transaction irregularity is understudied relative to larger organisations (Mallesha and Hymavathi, 2024)
	High

	Explainability of AI alerts
	Trust depends on users understanding why an alert was raised, not only on accuracy (Naseer and Ahmed, 2025; Anggi Putri and Nuswantara, 2025)
	No publicly documented plain language explainability layer in Copilot
	High

	Continuous model monitoring
	Models require ongoing rather than one-off validation to remain reliable (Li, Liu and Zhou, 2024; Lu et al., 2023)
	Unclear whether Copilot is monitored continuously or reviewed periodically
	Medium

	Enterprise-wide governance integration
	AI governance principles for ERP systems require structured integration (Eugenia and Cătălina, 2024)
	No public documentation of governance framework across the full Sage product suite
	Medium

	Adjacent emerging technology governance
	Blockchain and AI governance challenges are converging in accounting and audit (Georgiou et al., 2024)
	Not yet a stated Sage priority but relevant to future proofing
	Low


Over the past few years, a significant amount of research has been published on AI for fraud and anomaly detection, and the message from all of it is clearly applicable to Sage. In a systematic review of machine learning techniques applied to financial statement fraud detection, Ashtiani and Raahemi (2021) conclude that the performance of the models differs significantly depending on the quality of the data used and on the technique used and none of the models performs reliably for all types of fraud. One such technique is exemplified directly by Alghofaili, Albattah and Rassam (2020), who show that a long short term memory deep learning model can achieve reasonable accuracy in fraud detection of transactions; however they also find that performance drops markedly when considering more typical smaller irregular transactions of a small business as opposed to a large corporate account. In the narrower context of credit card fraud, Hafez et al. (2025) arrive at the same conclusion and both Li, Liu and Zhou (2024) and Lu et al. (2023) show that deep learning and machine learning models can be valuable tools for anomaly detection in corporate financial reporting, if they are carefully trained and monitored, but not deployed and left to run on their own.
The final one is significant for a product like Sage Copilot, which is used on a daily basis by the customer rather than periodically by a specialist audit team. In a mixed method study on the use of AI in financial audit, Naseer and Ahmed (2025) find that practitioners are less likely to trust financial audit fraud alerts generated by AI systems, despite the fact that the AI systems are objectively more accurate, because the justification behind the flag is less intuitive for a non-specialist user. In their respective systematic reviews, Anggi Putri and Nuswantara (2025) and Yuhertiana and Hadi Amin (2024) arrive at basically the same conclusion – that explainability, rather than accuracy, is the stricter limitation on the broader use of AI in financial fraud detection. The challenge of limited data is again accepted by peer reviewed research on the subject: Mallesha and Hymavathi (2024) note that AI systems based on data from larger companies often struggle with data from smaller companies, and that more irregular transactions, such as those typical of very small companies, are less predictable, which is exactly the type of customers Sage serves.
This evidence, along with the findings of Georgiou et al. (2024), who report on the parallel governance issues arising with blockchain based accounting and auditing, and Eugenia and Cătălina (2024), who report on the practical integration of AI into enterprise resource planning on a broader scale, suggests one clear takeaway. The exposure here isn't necessarily a big failure, but rather a combination of smaller failures, easier to go unnoticed across a huge number of customers, which add up to a significant failure when not noticed.
[bookmark: _Toc235795700]3.4 Can Customers Trust the Machine?
It is not the same thing to say that customers will actually trust Copilot's output as to say that the output is technically accurate, and the evidence cited above indicates that trust and accuracy do not necessarily go hand in hand. Trust in an AI-generated financial alert depends largely on the user's ability to understand the reasoning behind it, not just its accuracy. This is a real limitation for Sage's small business owners and bookkeepers' customers, who often don't have any expertise in AI training.
In a broader matrix of technology adoption in SMEs, organisational and individual readiness influence the trust in and the effective use of a new tool more than the sophistication of the tool itself, according to Shahadat et al. (2023). With Sage, this means that just making Copilot technically more capable won't, by itself, solve the trust issue. Keeping in line with Kulik's (2026) view, Merlo, Fard and Hawamdeh (2025) confirm that one of the biggest drivers of ongoing use of cloud-based tools is the level of trust in the software provider itself, achieved over time via regular and reliable service, and that may be more about familiarity than any one feature announcement.
Practical: In fact, Sage can't assume that users will automatically trust Copilot based on their general experience of Sage built up over 40 years of accounting software provision. Every new AI capability needs to prove itself, especially with non-accounting customers, who have fewer ways to verify the accuracy of a flag or recommendation the AI produces on its own.
There is yet an added twist to consider, which it would be good to spell out. It's the customer who is too trusting and accepts what Copilot produces without the same questioning they once might have put to a human bookkeeper; that's actually a bigger risk to Sage in the long run, perhaps, than the customer who is too sceptical. Under trust merely limits adoption and revenue growth. Over trust, however, could mean that an incorrect AI-generated fraud alert is missed or perhaps the AI fails to generate the alert at all, until the time comes when Sage could be seriously harmed (reputationally as well as potentially through legal liability) due to the loss of that custom. This balance should be a conscious design objective for Copilot, not something that it will just happen.
[bookmark: _Toc235795701]3.5 Weighing the Frameworks
However, both frameworks employed in this report need a more critical examination than has been undertaken to date before recommendations are made. Isabelle et al. (2020) make the point that, although the Five Forces framework remains a broad, well-used tool, it was not intended to address the pace of regulatory and technological change that has now occurred in the software industry, which is precisely what this report has sought to cover in its two other sections: digitalisation and exposure to regulation. Grundy (2006) also comments generally that an industry's structure is relatively stable in relatively stable industries, but in fast-moving technology industries, it can be one of the most dynamic things of all.
The report has used both frameworks in sections 3.1 and 3.2, and now reflects on the limitations of each framework prior to implementation. PESTLE is admittedly a little less formal than Five Forces, and it does not make direct environment assumptions like Five Forces does, but the framework does not apportion weights between the six factors—it is up to the analyst to do so, which is not well guided. In attempting to fill that void, this report has sought to explicitly consider the political and legal volatility in the United States as the most important factor, rather than treating all six factors as equally influential, a judgement call made by a different analyst on the same evidence using the same framework, but that differs from Yüksel's and, which is also significant, illustrates his underlying point about the framework's lack of built in weighting.
Neither was created specifically with AI in mind, and both needed to be adapted: the need for a data and model dependence dimension was added to Five Forces, while the volatility based scoring used in Table 1 was added to PESTLE to make it a more meaningful statement about Sage's circumstances and less so about the broader accounting software sector.
[bookmark: _Toc235795702]4. Implementation Plan
The recommendations below are broken down into three time horizons, from the immediate governance work through a longer term positioning exercise. They are all expressed as an action, cost indicator, cost basis and named owner. The contingency for each phase is that if a more serious issue arises than originally anticipated, escalation is immediate to the next phase's owner, not waiting for the next phase on the original list.
Immediate priorities, zero to six months:
Commission an in-house audit of the accuracy of Copilot's fraud and anomaly detection models on very small business customers, in view of evidence that models trained on very large organizations can fail on anomalous small business transaction patterns (Mallesha and Hymavathi, 2024; Alghofaili, Albattah and Rassam, 2020). Indicative cost: 60,000 to 90,000 pounds, external specialists engaged at around 800 to 1200 pounds per day for 60 to 75 days. Owner: Chief Data Officer.
Create a joint UK and US regulatory monitoring mechanism for state level AI legislation, especially since Colorado has progressed so rapidly (Siegal and Garcia, 2024; LawFuel, 2026). Indicative cost: 40,000 to 60,000 pounds per annum, which equates to one part time legal analyst position. Owner: General Counsel.
Building assurance, six to eighteen months:
Add a plain-language explainability layer to the fraud and anomaly alerts in Copilot, as finding the meaning behind an alarm is more important than whether it is accurate or not (Naseer and Ahmed, 2025; Anggi Putri and Nuswantara, 2025). Indicative cost: comparable product engineering at this scale typically ranges from £120k to £180k. Owner: Head of Product, Sage Copilot.
Establish a formal data governance model for Copilot's data models, based on the integration of AI in enterprise resource planning (ERP) systems (Cātălina and Eugenia, 2024), and introduce an escalation process unique to the United States due to the speed of the changes there. The indicative price is between £100,000 and £150,000. Owners: Chief Data Officer.
Sustained advantage, eighteen to thirty six months:
Communicate an annual AI assurance report; deliberately designed to be a competitive advantage over Intuit, Xero and Oracle NetSuite, not a compliance checklist (Aminetzah, 2026; PortersFiveForce Team, 2026). Typical cost: 150,000-200,000 pounds per year. Owner: Chief Communications Officer (in consultation with Head of Investor Relations).
Incorporate continuous and not periodic model monitoring in all deployments of Copilot, based on the evidence that fraud detection tools require continuous validation to remain reliable (Ashtiani and Raahemi, 2021; Li, Liu and Zhou, 2024). Indicative expenditure: £80,000 - £120,000 per annum. Owner: Chief Data Officer.
The report does not seek to create new roles but rather to integrate the work into existing roles within Sage's existing governance structure, as new roles are less likely to gain traction than roles already in place.
[bookmark: _Toc235795703]5. Conclusion
The aim of this report was to provide Sage Group plc with guidance on the potential risks and opportunities associated with its adoption of AI, specifically highlighting the United Kingdom and the United States as the two countries most important to Sage Group plc's strategy. The data collected here indicates that Sage's AI vision, particularly through the Sage Copilot product, has a solid business case: the product has 2.1 billion pounds in revenue, its growth in North America is accelerating, and it's a subscription-based service designed to retain customers. But that base is subject to two very different forms of risk that can easily be mistaken for the same and must be dealt with differently.
It is a regulatory one initially. In contrast, the approach to AI in the United Kingdom is still not fully codified, but it is firmly established, and it is a completely different story of uncertainty (Siegal and Garcia, 2024; LawFuel, 2026). The second risk is operational, that is, can Copilot's answers be trusted, and are they “explainable” enough for Sage to trust them, a question only partially answered by the literature on fraud detection and anomaly detection in favour of Sage (Ashtiani and Raahemi, 2021; Naseer and Ahmed, 2025).
Both Porter's Five Forces and PESTLE have provided something unique to this analysis: competitive intensity in the former and comparative regulatory volatility in the latter, but as the critical evaluation in section three demonstrated, neither of these frameworks was constructed with the case of AI in mind, nor were they intended to be used "as is" without adaptation in order to have meaning for Sage's situation. The action plan in section four was developed to move the needle between this analysis and action, incorporating named ownership and cost of indicative actions where they have been added, not left as general aspirations.
Sage's competitive edge will depend not solely on how quickly it can develop new AI capabilities, but on the confidence it can build around the accuracy of its financial AI, its explainability and governance, and its ability to withstand scrutiny by a regulator in two more and more different jurisdictions, and by the customers themselves who might not be able to verify an AI-generated result independently.
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