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Abstract

The new integrated institutional framework presented in this article regards the modern
firm as an architectural system composed of four interlinked pillars: organizational
structure, law, accounting, and economics. This paper generates inter-disciplinary theories
to shed light on how firms access capital, manage stakeholders, and maintain their
legitimacy in a complex market environment. These hypotheses include transaction cost
economics (Coase, 1937; Williamson, 1985), agency theory (Jensen & Meckling, 1976),
property rights theory (Grossman & Hart, 1986), corporate law (Easterbrook & Fischel,
1991), and others. This paper suggests that economics offers a logic of efficiency, law
provides a set of enforceable governance structures, accounting facilitates the
operationalization of economic performance through standardized measurement, and the
tirm integrates these mechanisms to create a coordinated institutional system. This paper
makes a contribution to the corporate governance and institutional economics literature by
developing a new model of systems applicable to both emerging and developed economies,
and offers a set of research propositions that can be empirically tested.
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I: INTRODUCTION

The modern corporation is arguably one of the greatest institutional innovations in
economic history. To fully grasp the inner workings of the firm, however, it is necessary to
look beyond the boundaries of a single discipline. Accounting, law, and economics are all
partial explanations of the firm. Accounting provides an explanation of how firms measure
performance and communicate financial outcomes. Similarly, the law offers an explanation
of the boundaries of firm behavior. Economics, as a field, provides an explanation of the
existence of the firm. Yet, these fields are traditionally taught as separate entities. As such,
they do not lend themselves well to an understanding of the firm as an institutional
structure. This article argues that the firm should be understood as an architectural system
consisting of four interdependent elements: an economic foundation for efficiency, a legal
superstructure, an accounting information system, and the firm itself. These elements are
traditionally taught as separate entities. As an architectural system, however, they offer an
explanation of how the firm functions.

II: THEORETICAL FOUNDATIONS
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Economic theory of firms developed prominently as transaction cost economics, which
posits that firms have developed as a result of costly market coordination. Hierarchy
replaces price mechanisms when contracts are incomplete and opportunistic behavior is
expected to arise. Agency theory is built upon this idea, focusing on agency conflicts
between principals and agents, as well as the role of monitoring and collectivization. Finally,
property rights theory expanded upon this idea to explain how ownership structure affects
investment incentives. As a parallel development to economic theories, legal scholars
developed a conceptualization of a legal entity that is separate from its owners, with
limited liability and perpetual life. Corporate laws govern fiduciary duties, shareholder
rights, disclosure, and creditor protection. Accounting theory developed as a response to
the information demands that developed as a result of capital mobilization. Interpretation
of financial reporting standards is intended to offer relevance, reliability, comparability, and
transparency. Economic performance cannot be objectively evaluated without
standardized measurement; legal enforcement would be ineffective otherwise.

ITI: MATERIALS AND METHODS

The present research is based on the application of the Theoretical Synthesis and
Institutional Logic Modeling (ILM) methodology. Unlike other research works based on
empirical data, the present research based on the application of a meta-analysis framework
tfor the development of a mathematical model.

The Quadripartite Model:

The firm F is represented as a function of the four main vectors:

Economic Vector (E)

Legal Vector (L)

Accounting Vector (A)

Institutional Matrix (M)

$$V = f(\vec{E}, \vec{L}, \vec{A} \mid M)$$

Analytical Tools:

Game Theory: used for the modeling of the behavior of the stakeholders (principals/agents)
in different legal-accounting environments.

Transaction Cost Analysis (TCA): quantification of "Informational Friction" when the
accounting standards are not aligned with the legal principles.

Ontological Mapping: a taxonomy of the concepts that are common in the three fields of
study (for example, "Equity" in law and "Equity" in accounting).

Reproducibility of the Framework

The framework is reproducible through the application of the "Alignment Audit" tool,
which is used for the scoring of the internal policies of a firm on a scale of 0-1 based on
the alignment between the contractual obligations of the firm (Law) and the reporting
accuracy (Accounting).

IV: RESULTS

The integration of these disciplines shows that the firm is not just a producer of goods, but
it is also a producer of valid information.

Conceptual visualization of the framework:

The following SVG is an illustration of the interdependencies of Economics, Law, and
Accounting.
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The Architecture of the Firm
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Fig-1:Conceptual visualization of the framework

Findings: The "Triple-Point" of Institutional Friction
The analysis revealed that the highest failure rates of firms occur in the "Information Gap"
- the space in which accounting cannot measure what the law requires.

Pillar Primary Failure Mode Impact on Firm
Mechanism
Economics Incentives Adverse Selection Resource Misallocation
Law Contracts Enforcement Gap Increased Risk
Premium
Accounting Disclosure Information Capital Market Flight
Asymmetry

Table-1: Institutional Friction

Statement of Alignment with SDGs

Primary SDG Alignment:

SDG 8: Decent Work and Economic Growth is the main SDG alignment. The paper offers

a systems perspective on capital formation, institutional fit, and firm efficiency. Stable

employment systems are supported by economic growth, productivity, and good corporate

governance, all of which are facilitated by the integration of transparency, legal compliance,

and economic incentive alighment.

SDG 9: Industry, Innovation, and Infrastructure: Through standardized reporting

procedures, legal traceability, and effective capital allocation, the suggested institutional

architecture improves corporate infrastructure needs. By reducing informational barriers

and promoting improved coordination between markets and hierarchical governance

structures, the suggested framework promotes sustainable industrial development.

SDG 16: Peace, Justice, and Strong Institutions: The importance of property rights,

corporate accountability, financial reporting transparency, and legal enforce-ability is

emphasized in this article. As a result, the suggested framework strengthens powerful,

accountable, transparent, and effective institutions. In both developed and emerging

economies, the study highlights the importance of taking governance legitimacy, fiduciary

responsibility, and regulatory coherence into account.

Secondary SDG Contributions

SDG 12: Responsible Consumption and Production: With transparent accounting systems,

disclosure quality is enhanced, as is the reduction of information asymmetry. This

framework will encourage sustainable production patterns and ethical financial reporting.
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SDG 17: Partnerships for the Goals: Interdisciplinary is promoted through an institutional
model that incorporates economists, legal experts, policymakers, accounting practitioners,
and regulatory bodies. This will facilitate institutional partnerships, which are necessary for
sustainable development.

The Architecture of Accounting, Law, Economics, and the Firm:
An Integrated Institutional Framework
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Fig-2:An Integrated Institutional Framework

V: CONCLUSION

This research further validates that the firm is an architectural concept where accounting,
law, and economics are integrated as complementary models. Accounting offers empirical
support for legal enforcement, which offers stability for economic growth. In conclusion,
this research aligns with the global development agenda by further solidifying the
foundational pillars of accountable capitalism, institutional transparency, and sustainable
economic governance. The integrated framework offers further strength to the theoretical
infrastructure that is necessary for attaining sustainable development.

Implications for Policy

Regulators should not think of "Financial Reporting" and "Corporate Law" in terms of
separate silos.

Changes in accounting standards, such as "IFRS" or "GAAP", have immediate legal and
economic implications.

Future Research

The framework should be used on decentralized autonomous organizations ("DAOs") to
see whether "Smart Contracts" replace traditional institutional architecture.
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