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[bookmark: _Toc754350888][bookmark: _Toc421254271]1.0 Introduction
Marks & Spencer Group plc is one of the United Kingdom's leading retailers that acquired Gist Limited in 2022 for approximately £145 million as part of a strategic plan to transform its food supply chain. Before the acquisition, Gist operated as a long term logistics partner to Marks & Spencer, handling distribution and transportation across its food businesses, however, by buying Gist, Marks & Spencer bought this as part of their business, a form of vertical integration allowing them to manage the logistics directly.
By evaluating the company's financial statements, evidence suggests that the acquisition was intended to accelerate the modernisation of Marks & Spencer's food supply chain to better improve product availability for customers (Marks & Spencer, 2022). This strategic shift reflects broader structural changes within the retail sector, where supply chains have come under increasing pressure. In particular, the COVID-19 pandemic exposed the weaknesses in retail logistic systems highlighting the need for greater flexibility and operational control (Retail Economics, 2026). Resulting from this, many retailers have aimed to strengthen their supply chain capabilities to better response to upcoming challenges.
This report aims to evaluate whether the acquisition of Gist Limited has been successful in achieving its strategic and financial objectives. Throughout it will assess key factors including economies of scale, shareholder wealth and efficiency improvements to evaluate how the acquisition has financial, economically operational benefits to the company that the acquisition created value. While the acquisition has improved supply chain control and increased operational stability, its financial impact remains uncertain in the short term. Therefore, it can be argued that the acquisition has only been partially successful, with the full benefits likely to be released over a longer period.



[bookmark: _Toc367262446][bookmark: _Toc145645803]2.0 Theoretical frameworks

[bookmark: _Toc1335274019][bookmark: _Toc535800345]2.1 Synergy Theory
Merger and acquisitions can be explained through multiple theoretical frameworks which highlight their potential benefits and risks. One of the more commonly applied theory is synergy theory, which suggests how merges can create additional value through cost reductions or increased revenue. Synergies may arise from improved efficiency, shared resources or better operations (Schmidt, 2024). In the case of Marks & Spencer, the acquisition of Gist was suggested to provide its value by reducing external costs for logistics and improving efficiency through bringing operations in house. However, these benefits are often difficult to see the results in the short term as many companies overestimate the initial value as integrating the new logistics system takes its time. 

[bookmark: _Toc593611233][bookmark: _Toc730425862]2.2 Resource based view
Another theoretical framework relevant to the acquisition of a company is resource-based view as this analysis the competitive advantage gained from using valuable, rare and difficult to imitate resources (Barney, 2001). Through acquiring Gist, Marks & Spencer’s have gained competitive advantage by combining their strong brand and customer relationship with Gist long term logistical experience. As a result, this integration has the potential to create more efficient and resilient supply chains that competitors may find it difficult to replicate. Nevertheless, the success of this approach will be determined how they combine their skills to effectively integrate the resources.

[bookmark: _Toc1453539669][bookmark: _Toc243451591]2.3 Transaction cost economics
Transaction cost economics supports the rationale for the acquisition, arguing that firms internalise activities to reduce the cost and risks associated with outsourcing (Williamson, 1981). Prior to the acquisition Marks & Spencer's relied heavily of Gist as an external provider, however through taking these operations in house the company has gained more control over the operations further reducing coordination issues and improving efficiency across the supply chain. Although they are reducing their external demand, internal management may introduce additional costs and complexity.

[bookmark: _Toc945700823][bookmark: _Toc831731234]2.4 Agency Theory
Finally, agency theory provides a different perspective on mergers and acquisition by suggesting that managers may make decisions to benefit themselves over the shareholder's interest (Batt and Appelbaum, 2025). In this context, there is a possibility that expected benefits such as cost savings and efficiency gains were overestimated through the managerial teams. As a result, this could lead to financial loss for shareholder value as the question on whether the acquisition will deliver the anticipated value only if synergies exceed the cost of acquisition.











[bookmark: _Toc702997777][bookmark: _Toc1780160845]3.0 Strategic rationale
Acquiring Gist was a strategic move by Marks & Spencer's to gain more control over their supply chain. With Gist handling logistical and an external partner this limited Marks & Spencer’s control leading to less flexibility, slower decision making and more complex effort to coordinate operations. Therefor through acquiring Gist it has been seen that managing logistics internally has improved coordination between warehouses and stores leading to a faster response to demand (Gist, 2022).
Another reasoning for the company to make the acquisition was to reduce costs through removing outsourcing costs and limiting reliance on external controls to save money. This allows for better efficiency for streamlined logistical operations and for long term operational improvements. In a competitive market it is vital for food retailers to continue to improve customer satisfaction by having available and fresh products (M&S, 2022). Furthermore, the acquisition enabled Marks & Spencer to achieve faster growth in logistic capabilities compared to internal development, while also strengthening its competitive position through greater supply chain control and reduced reliance on external providers (Financier Worldwide Magazine, 2026).
However, this acquisition can be viewed as both strategic and reactive. On one hand, it is viewed as a strategic decision because of the vertical integration through modernising the supply chain thus improving's its efficiency and control leading to a better proposition for the company. Although on the other hand, it can be seen as a reactive measure due to economic changes such as Brexit and COVID-19 leading to short term pressures due to the high demand and changing environment. As a result, disruptions to the supply chains were caused leading to uncertainty in the retail sector. In addition, the acquisition faced minimal regulatory barriers due to it not significantly reducing the competition within the UK retail or logistics market allowing for smooth approval. Overall, the rationale is strong but uncertain due to the limited time since it was completed. While Marks & Spencer’s reasoning for acquiring Gist has many benefits for the company understanding the success depends on how Gist is integrated into the company and will likely take time to fully materialise (BRC, 2025).
[bookmark: _Toc602245229][bookmark: _Toc1170658457]4.0 Analysis of key value drivers

[bookmark: _Toc1373433230][bookmark: _Toc2044430234]4.1 Economies of scale
Economies of scale refer to the cost advantage a company has as it expands, where fixed costs are spread across a greater number of units of output and improved efficiency reduces the average cost (Kenton, 2025). In the retail sector distribution and transport are a high-cost factor due to the constant demand of new and fresh products however, using a larger logistics network can reduce the cost per delivery.
With the expansion of the company Marks & Spencer’s decided to acquire Gist to integrate the logistic network internally. Prior to the acquisition Gist already managed significant elements of the food supply chain, and its continued growth in revenue and profitability suggests it was an efficient and scalable operation (Tindall, 2026). By bringing Gist under its direct control Mark & Spencer aimed to use as an advantage due to the scale of both companies for better coordination and a more efficient distribution (M&S, 2022).
However, the extent to which economies of scale have reduced costs remain uncertain. Although integration should improve efficiency, the UK logistics sector rising labour costs and structural pressure, with the average wages becoming significantly higher than other industries (Prologis, 2023). These increasing offset costs alongside broader inflation pressures with fuel costs increasing could offset the expected savings from scale. Therefore, although the acquisitions provide a strong foundation for economies of scale, its overall impact on reducing costs remain uncertain due the current economic environment.

[bookmark: _Toc2007789802][bookmark: _Toc568810702]4.2 Elimination of inefficiency
The elimination of inefficiency in mergers refers to the removal of duplication between firms and improvement of coordination between previously separated firms, often resulting in efficiency gains and operational synergies. In the case of Marks & Spencer’s by combining Gist into their business, this vertical integration reduced the transactional costs and enhanced the supply chain efficiency lowering costs and reducing delays (Alam, 2023).
Following the acquisition, there was improvements in coordination between warehouses and stores due to the faster decision making from removing the third-party involvement. Inefficiencies such as management and limited availability are seen to be eliminated with better improved stock managements and fewer delivery delays. The Marks & Spencer's 2023 annual report emphasises that acquiring Gist improved logistics efficiency that contributed to over £60 million in profits.
Also, the financial evidence of efficiency gains with around £70 million in cost savings due to the removal of outsourcing costs demonstrates the reduction of inefficiencies (Marks & Spencer, 2024). It is clear how financial benefits have been achieved through the acquisition however, for the longevity of the integration the supply chain still needs investments as not all inefficiencies are removed. While it is still in the short-term results of the acquisition it can be seen that it is largely successful but only partially complete and with continued improvements it could lead to a long-term success.

[bookmark: _Toc1976324460][bookmark: _Toc1949552418]4.3 Combing complimentary resources 
Within mergers combing complimentary resources refers to the integration of different but compatible capabilities hat combined strengthen and create more value than firms operating separately (Sghaier, 2024). This is supported by synergy and resourced based view theories where it is emphasised that performance becomes stronger and the advantage of combining unique resources across networks can improve capabilities and create a competitive advantage.
In the case of Marks & Spencer and Gist, the acquisition reflects a clear alignment of complimentary resources. Marks & Spencer carry a strong brand recognition within the retail network, also with the years of experience of understanding customer demand. Moreover, Gist is recognisable for their logistics expertise and understanding of warehousing and distribution systems. Combined both carry strengths that the other could benefit from such as the retail expertise and logistical understanding allow for a full supply chain control which is a competitive advantage in such a saturated market. This can also be viewed as a form of diversification as they expand into the logistics sector while remaining aligned with the food retaail sector (Parr, 2022). Overall, this removes contractual limitations and allows investment in modernising logistic operations supporting efficiency and growth.
In addition, it can be argued that the complimentary resources strengthen the company's strategic positions. However, this advantage is not guaranteed long term as it requires constant investment, and competitors may replicate the improvements. Therefore, sustaining the advantages contingent on ongoing adaptation and capability developments, demonstrating while the acquisition is a strong strategic fit its long-term success depends on the continued execution (Li, Wang and Zhang, 2023).

[bookmark: _Toc1732321630][bookmark: _Toc330514480]4.4 Financial benefits
When making business decisions one of the key factors to deciding whether it is appropriate is the financial benefits. Financial benefits can include revenue growth, cost reductions and improved profitability (Corporate Finance Institute, 2026). In the case of the acquisition financial synergy is seen that when combined, firms can perform better financially due to sales performance, operating margins and profit contribution.
In addition, the acquisition may also reflect the utilisation of surplus cash, as firms with excess of free cash invest their fund into acquisitions over holding unused capital (Jensen, 1986). Moreover, evidence from Marks & Spencer's 2025 annual report analysis how the acquisition led to improvements in the Marks & Spencer food division with increased food sales supported by stronger availability and operational improvements, while operating margins rose to approximately 5.4%. Additionally, structural cost reductions combined with growth of food sales demonstrate the integration of both companies has produced measurable financial benefits.
Although revenue growth is highlighted in recent results profit margins could fluctuate in the short term being affected by external factors (Marks & Spencer, 2025). As a result, these financial benefits are not fully stable and sustaining them in the long term will require continued investments and careful protection of profit margins. Overall, financially it has been successful to date however, the long term sustainably remains uncertain.

[bookmark: _Toc1525933135][bookmark: _Toc1325520202]4.5 Shareholder wealth
Business can rely financially on their shareholders therefore, it is important to keep shareholders in mind when making changes to avoid losing them. Acquisitions aim to increase shareholder wealth through generating financial synergies that improve returns through revenue growth and enhanced profitability (Van Frederikslust, Van Der Wal and Westdijk, 2026). Shareholders value is usually measured through share price performance, dividend payments and investor confidence, reflecting both on short term and long-term financial health.
Within this analysis it is highlighted that the acquisition has an impact on shareholder wealth. According to Marks & Spencer’s strategic report in 2025, the company's food division revenue has contributed to stronger revenue and overall profitability, which in return supports shareholder returns. Moreover, it can be seen how dividends to shareholders have also reinstated or increased 20% from the year prior, demonstrating the tangible return on investments for shareholders (Marks & Spencer, 2023). These outcomes suggest a high investor confidence with a positive reaction to the acquisition therefore increased in trust in Marks & Spencer’s strategy.
Similarly to the previous value drivers, with short term gains visible in profit, revenue and dividends the continued value depends on the strategic execution. Although shareholder wealth can be seen to date the share prices van fluctuate due to market conditions and shareholder wealth may only persist if profit and divined are maintained. For the most part the acquisition has produced financial benefits and improved shareholder returns however, this is contingent on consistent performance.


[bookmark: _Toc1260829981][bookmark: _Toc1175709709]5.0 Post acquisition performance
Following the acquisition of Gist limited, Marks & Spencer's reported a strong performance within its food division. The 2024 full year results of Marks & Spencer demonstrated improvement of food sales by 13%, with like to like sales rising around 11%, alongside increased operating profit (Marks & Spencer, 2024). The company attributed part of this improvement due to the structural cost reduction within its supply chain through acquiring Gist. Therefore, this suggest that integrating the supply chain has improved operational performance.
However, the results could be evaluated in the context of wider market conditions. Conditions like inflation could be the cause of sales growth indicating that food inflation remains the cause (Devlin, 2026). Moreover, supermarkets have faced pressure with underlying sales volumes implying that increased revenue may not fully reflect higher demand or operational success rather, rising prices across the sector.
Therefore, while the acquisition of Gist likely enhanced supply chain control and efficiency it is difficult to isolate its direct impact to overall performance. Improvements observed could be partially attributed to external economic factors. As a result, the transaction appears only partially successful in the short term, with its full benefits likely to emerge over a longer period.








[bookmark: _Toc2066414974][bookmark: _Toc1982801420]6.0 Evaluation and conclusion
The acquisition of Gist limited by Marks & Spencer can be viewed as a strategic development however, it has only been practically successful in achieving its full objectives to date. Evidence demonstrates how the integration has delivered operational benefits, particularly in improving supply chain control, reducing inefficiencies and supporting stronger product availability. Also, there are noticeable improvements within financial benefits with growth in sales and profitability following the acquisition. As a result, these outcomes highlight how the transaction has had a positive impact to operational efficiency and aligns with synergy and transactional cost theories.
However, the extent to which these improvements are a direct impact from the acquisition remains uncertain. External factors such as food inflation and COVID-19 recovery in the retail sector could have influenced revenue growth. As a result, increased sales may not fully reflect genuine performance improvements or efficiency gains. Furthermore, ongoing cost pressures within the logistics sector may limit long term financial benefits.
Overall, while the acquisition has strengthened Marks & Spencer's competitive positioning and supply chain resilience its short-term financial success remains inconclusive. With many short-term benefits already to be seen the transaction should be focused as a long-term investment with continued integration, cost control and ability to sustain competitive advantage used to ensure its long-term success.
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