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[bookmark: _Toc5578]1.1 Executive Summary
This report assesses whether Marks & Spencer’s 2022 acquisition of Gist achieved the strategic and financial aims originally advanced in support of the deal. Drawing on efficiency-based M&A theory, transaction-cost and internalisation arguments, the resource-based view, free-cash-flow theory and shareholder-wealth analysis, it finds that the deal was a success for the president, but this success was not unreserved. The most persuasive explanation is neither diversification nor managerial empire-building. Rather, M&S internalised a logistics business that was already integral to the day-to-day performance of M&S Food. When the transaction is announced, Gist was described as M&S’s principal food logistics partner and the company also argued that the transaction would be earnings accretive and would accelerate supply-chain modernisation. And then, it indicates that the deal removed a burdensome cost-plus arrangement and annual management fees of roughly £25 million, delivered payback ahead of expectations by 2024, and by 2025 had improved logistics service while contributing more than £60 million to profit. Taken together, these results are consistent with a core judgement in academic research. When the assets of the target company are highly related to the core business of the acquirer and the coordination after the acquisition is realised through the active restructuring of the coordination mechanism, rather than being taken for granted, the merger and acquisition coordination is more credible.
Nevertheless, the acquisition success will rely on the further development of the follow-up work. The data indicate that economies of scale have been achieved, some inefficiencies eliminated, complementary resources have been combined, quicker development of operations and short-term financial advantages. Nonetheless, M&S also acknowledges that the network remains outdated and costly. Therefore the change in ownership has not addressed the underlying structural issue of the food supply chain. The excess-cash account is equally unconvincing: even though the deal was funded out of existing cash balances, the post-transactional cash effect and the ongoing capital discipline of the group are not easily explained by a free-cash-flow story. Diversification is less effective as an explanation because the acquisition increased vertical integration instead of taking M&S into an unrelated business line. There were apparently few regulatory obstacles and the transaction was approved. In the meantime, it appears that shareholder wealth has taken a better course, although it is hard to give full credit. Since broader turnaround indicators within M&S food and the wider group were also helping performance. Altogether, the acquisition must be considered strategically viable and financially prospective, but not yet entirely demonstrated. Whether or not it can convert initial saving and service benefits into a sustainable, structurally cheaper distribution network which continues to deliver returns above the cost of continued investment and integration will determine its ultimate success. 
[bookmark: _Toc18917]2.1 Introduction
The 2022 acquisition of Gist by Marks and Spencer provides a good case to consider whether a vertically integrated acquisition can add value by means of tighter control over operations as opposed to mere growth. Gist was already the main contract logistics provider to M&S Food before the transaction and M&S introduced the deal as an opportunity to accelerate supply-chain change, eliminate an expensive legacy contractual system and acquire a strategically significant segment of food distribution directly. The case is analytically important since it involves internalisation of a function that is already near the core of operating model of M&S Food. The issue at hand is not whether acquisition necessarily produces growth but whether ownership can enhance coordination, minimize unnecessary frictions and deliver a more favorable financial result than further arm-length contracting. Since the merger clearance had been completed in September 2022. There is now enough post-acquisition evidence to evaluate these claims critically. This report is founded on the efficiency and synergy arguments, the transaction costs and internalisation logic, the fundamental concept of resources, the theory of free cash flow and the consideration of shareholders wealth. It examines whether the Gist acquisition increased efficiency, improved financial performance and created long term value. Nonetheless, what matters is whether such early gains will be able to continue in the long term.  
[bookmark: _Toc26780]3.1 Economies of Scale
The economies of scale are plausible in this case since M&S internalised a logistics network already central to the Food operations instead of purchasing unrelated volume. Gist had 8 main and 10 secondary distribution centers of M&S Food and the old contract was costly and expired in 2027; ownership thus provided an instant path to eliminate contractual margin, streamline processes and control future network investment(Marks and Spencer Group plc, 2022a). This reasoning is applicable to synergy theory which states that acquisitions generate value when shared ownership enhance coordination and enable firms to achieve synergies better(Feldman and Hernandez, 2022). This is particularly probable where the assets and capabilities of the target company are directly associated with the core business of the acquirer(Lee et al.,2018). Besides, M&S studies also indicate that the results of deals are more likely to be positive in case where there is relatedness and effective integration(Renneboog and Vansteenkiste, 2019). Post-completion evidence is encouraging but not conclusive. According to M&S, the deal would be accretive to earnings within its first full year, then it announced savings of 70 million in 2024 and a profit contribution of over 60 million by 2025(Marks and Spencer Group plc, 2024b; Marks and Spencer Group plc, 2025a). Nevertheless, M&S also confessed that the network was outdated and expensive to serve. The outcome is a partial success: fee elimination and increased throughput seem to be real, but full scale economies still rely on depot investment, systems upgrades and broader redesign.
[bookmark: _Toc24910]4.1 Elimination of Inefficiencies
The more persuasive argument of the deal is in eliminating inefficiencies as opposed to size. M&S relied on a major supplier before the acquisition, but it had to make decisions regarding forecasting, ordering and network using an old contract that undermined incentives and showed down response. Transaction-cost logic can be used to explain why this was important: vertically related activities tend to lose value due to fragmented information, duplicated governance and slower decision-making when firms are still contractually separate(Joskow, 2025). Feldman and Hernandez(2022) point out this argument is also in line with synergy theory, which puts emphasis on the fact that post-merger value is reliant on whether coordination has been enhanced or not following ownership change. Studies on post-acquisition learning similarly indicate that operational benefits do not occur automatically but rather they rely on the manner in which companies restructure routines and integration processes once they have completed(Zollo and Singh, 2004). a new routine-dynamics view arrives at the same conclusion by demonstrating that the realisation of synergy relies on active reworking of systems, incentives and day-to-day practices(Mirc et al., 2023). The evidence after the deal indicates that there was significant albeit partial progress. M&S associated higher Food profitability with structural cost savings and Gist acquisition in 2024 and in 2025 reported increased logistics service and profit increase of more than 60 million(Marks and Spencer Group plc, 2024a; Marks and Spencer Group plc, 2025a). Nevertheless, increasing volumes were continuing to strain operations implying that additional investment in forecasting, allocation and warehouse capacity was still required. Control improved, deep operating bottlenecks did not disappear. According to this criterion, then, the acquisition appears to be directionally successful, but not complete.  
[bookmark: _Toc9960]5.1 Surplus Cash
Excess cash should be viewed as an enabling condition, but not the driving force. The free-cash-flow argument by Jensen(1986) cautions that managers who have too much liquidity can acquire companies just to grow, even though the value of shareholders is not certain. However, this account is less persuasive when the target is operationally connected and where the acquisition addresses a particular coordination issue instead of supporting managerial empire-building. In the case of M&S, there was liquidity: in 2021/22, free cash flow amounted to 699.2 million and net debt excluding lease liabilities had decreased to 420 million(Marks and Spencer Group plc, 2022c). Nonetheless, it was not a casual commitment. It was a deal of 145 million upfront with additional deferred consideration and undermine the surplus-cash explanation. Operating free cash flow declined to 170.4 million in 2022/23 and Gist resulted in a cash outflow of 102.8 million; by 2023/24, M&S was still focusing on balance-sheet strength, investment ability and disciplined capital allocation(Marks and Spencer Group plc, 2023a; Marks and Spencer Group plc, 2024a). liquidity enabled the timing, yet the evidence is more supportive of a strategic rationale than a cash-burning one. 
[bookmark: _Toc31870]6.1 Market Power
Market power has little explanatory power. In the merger theory, it tends to be more convincing in horizontal transactions, where competitors merge and concentration increases directly. This transaction was different. Gist was not a rival food retailer, but a logistics provider already integrated into the supply chain of M&S. That is important as vertical mergers tend to pose a narrower question: can the merged company pre-empt rivals by controlling inputs or customers, or is the main effect enhanced coordination efficiency? The second reading was strongly endorsed by the Irish competition authority. It did not find any horizontal overlap, determined that the deal mainly internalised an existing vertical relationship, found that Gist had a share in third-party grocery logistics in the State and found that many other companies were already vertically integrated or could switch providers at low cost(Competition and Consumer Protection Commission, 2022). the authority decided that there would be no significant reduction in competition. Any increase in the bargaining position of M&S seems to be nearer to the transaction-cost efficiency than anti-competitive market power, therefore, the motive of market-power is weak. 
[bookmark: _Toc10303]7.1 Combining Complementary Resources
The complementary resources combination is a far better explanation. Value, as viewed through the prism of resources, is created when various yet related assets are more productive in their joint use than in their individual use. This can be explained by synergy theory which holds that acquisitions generate value because they bring together assets that are more useful under shared ownership than they were individually (Feldman and Hernandez, 2022). Supply-chain studies also indicate that there is a possibility of enhancing financial performance and customer value through closer alignment between commercial activities and operational execution (Chae et al., 2022). The fit was evident in this deal. M&S had brand power, visibility of demand, category expertise and expanding Food channels; Gist provided temperature-controlled logistics platform, warehouse facilities and managerial skills already integrated into daily delivery (Marks and Spencer Group plc, 2022a). Simply put, M&S did not purchase duplication but complementarity. That view is supported by post-acquisition evidence. According to M&S, Gist has achieved savings of up to 70 million pounds and was paying back faster than expected; it said that it received improved logistics service and over 60 million pounds of profit contribution (Marks and Spencer Group plc, 2024b; Marks and Spencer Group plc, 2025a). However, the benefits were not automatic. The network was outdated and costly and further gains relied on prediction systems, supplier alliances and depot investment. It was a true complementarity; the total value still relies upon orchestration.
8.1 Speed of Growth
The rate of growth is believable, though in a particular way. The acquisition was not aimed at buying growth per se but it seems to have eliminated a logistics bottleneck within an already growing Food business. According to M&A theory, the acquisitions may speed up development by offering access to resources and routines that would require years to develop internally. Nevertheless, faster does not generate value unless the integration is coordinated with the underlying logic of synergy (Chaturvedi and Weigelt, 2024). This situation mostly applies to this case. M&S thinks that despite the fact that food sales are still increasing due to stronger sales, bigger stores, and other channels like Ocado Retail and franchise cooperation, the original contract cost is high, which restricts growth and investment (Marks and Spencer Group plc, 2022a). Post-acquisition evidence is broadly supportive. In 2023/24, Food sales increased by 13.0% and adjusted operating profit increased dramatically; M&S also stated Gist was producing rapid payback and forming the foundation of a long-term modernisation programme (Marks and Spencer Group plc, 2024a). By 2025, the increase in volumes and better logistics service indicated more rapid operational expansion, but not the growth caused by Gist alone (Marks and Spencer Group plc, 2025a). Thus, it is a persuasive case but conditional.
9.1 Financial Benefits
One of the success factors is financial benefits. The original case of M&S was exceptionally tangible: the purchased business had created approximately 55 million pro forma EBITDA in 2021, most of which were associated with management fees that would be passed on to M&S in the previous contract and these fees would vanish upon consolidation (Marks and Spencer Group plc, 2022a). This reasoning aligns with more general M&A evidence indicating that deal performance tends to be higher when acquisitions are based on relatedness and successful integration as opposed to mere expansion (Renneboog and Vansteenkiste, 2019). This interpretation is also supported by the synergy theory, which implies that value is determined by whether post-deal coordination actually transforms such opportunities into realised gains(Feldman and Hernandez, 2022). The results are encouraging. Gist has added to Food operating profit in 2022/23, but it also reported a cash outflow of acquisition of 102.8 million (Marks and Spencer Group plc, 2023a). In 2024, management claimed payback was faster than expected and higher than its cost of capital and hurdle rates; AGM materials subsequently quantified savings at 70 million (Marks and Spencer Group plc, 2024a; Marks and Spencer Group plc, 2024b). The acquisition enhanced logistics service by 2025 and added over 60 million to profit (Marks and Spencer Group plc, 2025a). Hence, they ought to be interpreted as actualised synergies in a larger turnaround, rather than magic of deals.
[bookmark: _Toc96]10.1 Diversification
Diversification is among the least plausible reasons. Diversified acquisitions in principle can decrease volatility of income, create new markets or financial synergies. Practically, the literature is conservative, since unrelated expansion tends to yield poor or inconclusive findings when compared to acquisitions based on operational relatedness. More generally, Renneboog and Vansteenkiste (2019) demonstrate that M&A performance is more likely to be better with the presence of relatedness and successful integration. The M&S-Gist transaction does not appear to be a significant diversification step. Gist was already the main logistics provider to M&S Food, and M&S constantly positioned the acquisition as an attempt to modernise food distribution, but not to enter a new business line (Marks and Spencer Group plc, 2022a). Further disclosures support such an interpretation: management focused on service enhancement, supply-chain modernisation and profit contribution, rather than portfolio balancing or revenue generated by a separate logistics platform (Marks and Spencer Group plc, 2025a). There is a slim qualification. Vertical integration can help to minimize dependence on third-party suppliers and distribute risk slightly in operations. But it is not the same as diversification as one of the key motives. On the contrary, the deal made strategic  concentration stronger by binding M&S closer to its food supply chain.
[bookmark: _Toc765]11.1 Regulatory Framework
The regulatory framework has an impact on the speed and form of transactions, but it is not a major obstacle. M&S disclosed the deal as a Class 2 transaction under the UK Listing Rules and made completion conditional on carve - out steps and merger approvals. It then confirmed the completion on 30 September 2022 (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2022b). Ireland gave the clearest regulatory test. The CCPC found no horizontal overlap and mainly treated the deal as internalizing an existing vertical relationship. It concluded that Gist neither served M&S competitors there nor held a market position capable of materially distorting competition (Competition and Consumer Protection Commission, 2022). In this report, the regulatory outcome supports an efficiency -based interpretation more than a market - power explanation. But clearance does not prove value creation. It shows only that the deal was lawful and had low competition risk. Regulation cut down execution uncertainty, but it did not bring about the savings, improvements, or profit gains.
[bookmark: _Toc17047]12.1 Shareholder Wealth
The most difficult test is the shareholder wealth since it requires answering the question of whether the present value of benefits was more than the purchase price, integration costs and execution risk. That standard is demanding. More general M&A studies indicate that returns on acquirer are mixed instead of positive (Renneboog and Vansteenkiste, 2019). The evidence in the logistics service industry is slightly more optimistic though, with Kiesel et al. (2017) discovering small but significant abnormal short-term returns among acquirers in various logistics subsectors. According to what Martha said, according to Reuters(2022), the stock price declined by approximately 2 percent on the day when the transaction was announced, which means that investors did not consider the transaction as an instant accident. In the long run however, operating evidence became more favorable. Adjusted ROCE increased to 14.1% in 2023/24 compared to 10.6%, adjusted basic EPS increased to 24.6p compared to 16.9p, and the dividend was reinstated at 3.0p; M&S also reported Gist and store renewal were paying back faster than anticipated and beyond internal hurdle rates(Marks and Spencer Group plc, 2024a; Marks and Spencer Group plc, 2024c). The adjusted earnings per share will rise to 31.9 pence again, the adjusted return on capital will rise to 16.4% and annual dividend will rise to 3.6 pence(Marks and Spencer Group plc, 2025a; Marks and Spencer Group plc, 2025b) by fiscal year 2024/25. Gist was not the only driver, yet it seems to have helped the shareholders wealth. Despite the scepticism of announcement-day, which indicated uncertainty about integration, subsequent increases in ROCE, EPS and dividends indicate that capital was eventually used effectively with time.
[bookmark: _Toc13349]13.1 Conclusion
All in all, the purchase of Gist can be evaluated as a strategically sound and financially viable move, but not yet entirely justified. The most powerful one is internalisation. Gist was already at the core of M&S Food and the deal eliminated an expensive legacy structure and provided M&S with direct access to an essential logistics network (Marks and Spencer Group plc, 2022a). The post-deal evidence proves actual gains on cost retention, coordination, complementary capability and profit contribution. Regulatory clearance also supports the perception that it was more of an efficiency-seeking vertical acquisition than a market-power play (Competition and Consumer Protection Commission, 2022). Moreover, M&S subsequently stated that Gist was contributing significantly to profit and service enhancement, which justifies the argument that some portion of the expected value has already been achieved (Marks and Spencer Group plc, 2025a). However, the success case is still conditional. The network remains aged, volume expansion is stressing operations, and additional growth will rely on prediction systems, supplier relationships, depot capacity and continued operation (Marks and Spencer Group plc, 2024b; Marks and Spencer Group plc, 2025a). The acquisition has thus proved to be the beginning of a longer restructuring process. It has generated value in direction and partially, but its overall success lies in whether early savings can be turned into a sustainable, cheaper supply chain and ultimately sustainable shareholder returns instead of disappearing after initial integration.
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