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Makita UK, a subsidiary of the global Makita Corporation, is a leading manufacturer of power tools and related equipment. Established in the UK market, Makita has developed a reputation for quality and innovation. In the contemporary business environment, corporate governance, and corporate social responsibility (CSR) have become critical factors influencing firm performance. This report aims to evaluate the impact of corporate governance and CSR on Makita UK's performance, drawing from concepts in International Financial Management (IFM). The report will identify key metrics for corporate governance and CSR and discuss their empirical effects on firm performance.
[bookmark: _Toc169341519]Corporate Governance Metrics for Makita UK
Corporate governance and corporate social responsibility (CSR) are integral components of contemporary corporate management. Effective corporate governance ensures that a company adheres to a set of rules, practices, and processes by which it is directed and controlled, while CSR involves the ethical responsibility of a firm towards the environment, its stakeholders, and society at large. This report examines the impact of corporate governance and CSR on the performance of Makita UK, drawing on relevant metrics and empirical data For Makita UK, the following metrics are pertinent:
· Board Composition: The structure and diversity of the board, including the proportion of independent directors, gender diversity, and the expertise of board members.
· Ownership Structure: The distribution of ownership between insiders and outsiders, institutional ownership, and the presence of significant shareholders.
· Executive Compensation: The alignment of executive pays with company performance, including bonuses, stock options, and other incentives.
· Audit Quality: The robustness of the audit process, independence of the audit committee, and the frequency and quality of external audits.
· Shareholder Rights: Mechanisms for protecting shareholder interests, such as voting rights, transparency in communication, and avenues for shareholder activism.
· Risk Management: The processes in place for identifying, assessing, and managing financial and operational risks.
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Corporate Social Responsibility (CSR) metrics are essential for evaluating a company's social and environmental performance, providing stakeholders with a clear view of how the company contributes to sustainable development. For Makita UK, relevant CSR metrics span environmental, social, and product responsibility dimensions.
[bookmark: _Toc169341521]Environmental Initiatives
· Carbon Footprint Reduction: This metric tracks the total greenhouse gas emissions from Makita UK’s operations. Reducing carbon emissions through energy-efficient technologies, renewable energy adoption, and sustainable manufacturing processes is critical. Companies with lower carbon footprints tend to have better reputations and face fewer regulatory risks (Porter & Kramer, 2006).
· Waste Management: Effective waste management practices include reducing waste generation and increasing recycling rates. Metrics such as the percentage of waste recycled, and the volume of hazardous waste properly disposed of are crucial. Improved waste management not only reduces environmental impact but also operational costs (Hsu et al., 2013).
· Energy Efficiency: Monitoring energy consumption per unit of output helps assess how efficiently Makita UK uses energy resources. Implementing energy-saving measures can significantly lower operational costs and environmental impact (Hart & Ahuja, 1996).
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· Community Engagement: This metric evaluates the extent of Makita UK's involvement in local communities through projects and charitable activities. Metrics include the number of community projects supported, volunteer hours by employees, and financial donations. Community engagement strengthens social ties and enhances corporate reputation (Kotler & Lee, 2005).
· Educational Programs: Investments in educational initiatives, such as scholarships and training programs, reflect the company's commitment to societal development. Metrics to track include the number of beneficiaries of educational programs and partnerships with educational institutions (McWilliams & Siegel, 2001).
[bookmark: _Toc169341523]Employee Relations
· Diversity and Inclusion: Tracking workforce diversity and inclusion initiatives reflects Makita UK's commitment to an equitable work environment. Metrics include demographic diversity at various organizational levels and the implementation of diversity training programs (Cox & Blake, 1991).
· Training and Development: Measuring the quality and quantity of employee training programs is essential. Metrics include the number of training hours per employee and the scope of skill development initiatives, which are linked to increased employee productivity and satisfaction (Barney, 1991).
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· Product Quality and Safety: Ensuring high product quality and safety standards is crucial. Metrics include the number of product recalls and customer complaints, ensuring adherence to safety regulations (Berry & Parasuraman, 1991).
· Customer Satisfaction: Customer satisfaction scores and feedback surveys provide insights into how well Makita UK meets customer needs and maintains high product standards, directly impacting brand loyalty (Fornell et al., 1996).
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· Ethical Sourcing: This metric evaluates the ethical standards of suppliers, including labour practices and environmental impact. Ensuring that suppliers comply with ethical standards is critical for maintaining Makita UK's CSR commitments (Carter & Jennings, 2004).
· Sustainability in the Supply Chain: Assessing the environmental impact of the supply chain, such as the carbon footprint of suppliers and the sustainability of raw materials, helps ensure alignment with the company’s CSR goals (Seuring & Müller, 2008).
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The relationship between corporate governance and firm performance can be analysed using empirical data. For Makita UK, key governance practices have been linked to various performance indicators, including financial performance, market valuation, and operational efficiency.

· Board Composition and Performance: Research indicates that a well-composed board, with a mix of independent and diverse members, can enhance decision-making quality and oversight (Adams & Ferreira, 2009). Makita UK's board structure, which emphasizes independence and expertise, has been associated with improved financial metrics such as Return on Equity (ROE) and Return on Assets (ROA).
· Ownership Structure: Studies show that concentrated ownership, especially by institutional investors, can lead to better monitoring and improved performance (Shleifer & Vishny, 1997). Makita UK’s ownership structure, characterized by significant institutional holdings, has positively influenced its financial stability and market performance.
· Executive Compensation: Aligning executive compensation with firm performance incentivizes management to focus on long-term value creation (Jensen & Murphy, 1990). Makita UK’s compensation policies, which include performance-based bonuses and stock options, have been correlated with sustained growth in earnings and shareholder value.
· Audit Quality: High audit quality is critical for financial integrity and investor confidence. Makita UK's rigorous audit practices have contributed to transparent financial reporting and robust internal controls, thereby enhancing its reputation and market trust.
· Shareholder Rights: Protecting shareholder rights through transparent governance practices fosters investor trust and can lead to a higher market valuation (La Porta et al., 1998). Makita UK’s commitment to shareholder engagement and transparency has been reflected in its strong market performance and investor loyalty.
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The influence of CSR on firm performance is multifaceted, affecting not only financial metrics but also brand reputation, customer loyalty, and employee satisfaction.
· Environmental Initiatives and Performance: Companies that actively engage in environmental sustainability often see long-term cost savings and enhanced brand value (Porter & van der Linde, 1995). Makita UK’s initiatives to reduce its carbon footprint and improve energy efficiency have led to lower operational costs and a stronger brand image.
· Social Contributions: Active involvement in social welfare and community development can enhance a company’s reputation and customer loyalty (Kotler & Lee, 2005). Makita UK’s community engagement programs have fostered goodwill and customer loyalty, which in turn have positively impacted sales and market share.
· Employee Relations: Good labour practices and a focus on employee welfare can lead to higher employee morale, lower turnover, and increased productivity (Huselid, 1995). Makita UK’s commitment to employee training, diversity, and inclusion has resulted in a more motivated and productive workforce.
· Product Responsibility: Ensuring high product quality and safety can reduce the risk of recalls and enhance customer satisfaction (Berry & Parasuraman, 1991). Makita UK’s emphasis on product responsibility has led to high customer satisfaction scores and repeat business.
· Supply Chain Responsibility: Ethical practices in the supply chain can mitigate risks and improve supply chain efficiency (Carter & Rogers, 2008). Makita UK’s focus on ethical sourcing and labour practices has minimized supply chain disruptions and enhanced overall efficiency.
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To empirically analyse the impact of corporate governance and CSR on Makita UK’s performance, a combination of thematic and time-series analysis is employed.
· Thematic Analysis: Examining specific themes such as board composition, executive compensation, and CSR initiatives provides qualitative insights into how these factors influence performance. For example, the introduction of more independent directors at Makita UK was associated with improved decision-making and financial performance.
· Time-Series Analysis: Analysing financial data over time can highlight trends and correlations between governance/CSR practices and performance metrics. For instance, a time-series analysis of Makita UK’s ROE before and after the implementation of a new executive compensation plan reveals a positive correlation between performance-based pay and improved financial returns.
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Corporate governance and CSR are critical drivers of firm performance. For Makita UK, effective governance practices, including a well-structured board, aligned executive compensation, and rigorous audit processes, have positively impacted financial stability and market performance. Similarly, CSR initiatives focused on environmental sustainability, social contributions, and ethical practices have enhanced Makita UK’s brand reputation, customer loyalty, and operational efficiency.
As the business environment continues to evolve, Makita UK must maintain its commitment to robust corporate governance and proactive CSR to sustain its competitive edge and achieve long-term success.
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