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Trade and Human Economic Systems Are a Context for Understanding the Role of
Accounting

Abstract Accounting arose in response to the needs of businesses in nations and cross civilizations. The role
of accounting in individual and joint-venture companies was limited to controlling the owner’s resources
and that of whom was entrusted to manage. Then the Industrial Revolution called for the establishment of
the corporate model as a mechanism to magnetize the required capital for creation of corporations. Such a
model brought into existence two “masters” for accounting. The Chief Executive Officer (CEO) who needs to
be served internally, and the shareholders who financed and ill finance its operations and to whom the
financial effects of the events that affect the financial position of the corporation are reported and disclosed.
The corporation is composed of nexus contracts, including the organized relationship between the
company’s shareholders and its CEO, which is classified as an employment contract, and the social contract
between the external auditor and his community, including the shareholders. Accounting in corporations is
in need of a theory of the corporation, so accounting theory is limited. On legal personality and on agency,
there is an insufficient theory that may be able to benefit its accounting society. If the accounting system for
corporation is designed to take into account that the executive director is as disposed and respected as the
owner, while the financier is a speculator or even better Mudarab. The application of the Mudarabah
contract brings hope in understanding the reality of the corporation away from idealism in deciding what
the corporation should be.

Keywords: Role of Accounting; Nature of Accounting; Economic Systems; Companies; Theory of the Firm;
Corporations.
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