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Executive Summary
This report is a critical analysis of the acquisition of Gist Limited by Marks & Spencer for an amount of £145 million in 2022, with the main aim of evaluating whether the acquisition has achieved its goals. The main aim of the acquisition was to internalise the food logistics business, improve the reliability of the supply chain, reduce costs, and improve control over product quality in the midst of disruption in the UK retail industry following Brexit and the pandemic. This report will analyse the acquisition based on the main theories of merger and acquisition, which include synergy theory, transaction costs theory, and the resource-based theory. From a strategic point of view, the acquisition is a case of backward vertical integration, which has helped Marks & Spencer eliminate the problems that come with outsourcing, which include a lack of coordination, problems of information asymmetry, and low operational efficiency. Overall, based on the survey, this acquisition has achieved its goals, although there is some uncertainty regarding its sustainability.
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[bookmark: _Toc225089534]1. Introduction
In 2022, the British food logistics and supply chain management firm, Gist Limited, was purchased by the British retail enterprise, Marks and Spencer Group plc, at an approximate price of 145 million. By the time of acquiring it, Gist was a long-term logistics partner of M&S Food that had its numerous distribution centers and controlled the transportation within the UK. The strategic intention of this acquisition was to internalise the food logistics business, increase stability in the supply chain, lead to minimisation of operational costs, and have better control over supply and quality of the goods. Earlier, supply chain disruptions were critical in the retail industry of the UK due to COVID-19, Brexit, and labour shortages. This report aims to critically evaluate the M&S acquisition of Gist, and the objectives of the transaction are to examine whether it met its strategic and financial targets. This will be done in terms of analysis of the relevant theories of the merger and acquisition, financial statements, and the post-acquisition performance, and an emphasis will be made on the discussion of economies of scale, removal of inefficiencies, surplus cash, market power increase, pooling complementary resources, rapid growth, financial benefits, diversification, and regulatory framework as well as shareholders wealth. The report will also evaluate how this move will affect the performance of the company in terms of operations, profitability and strategic long-term positioning in the UK food retail market.
[bookmark: _Toc225089535]2. Strategic Rationale
Mark and Spencer did not make the Gist acquisition choice all of a sudden. It was a very shrewd step according to the light of financial and strategic planning. Based on the 2022 financial reports and official statements of M&S, the key motives of this takeover were primarily aimed at three areas of financial and operational results: vertical integration and operational efficiency, asset optimization and costs control, and facilitating profitability due to the absence of any doubling of profits.
[bookmark: _Toc225089536]2.1 Vertical Integration and Operational Efficiency
In financial terms, it is a common backward integration. In the past, M&S Food had a strong dependency on Gist in terms of logistics. The cost of conducting trade under this trading relationship was high. Brexit and COVID-19 turned out to be extremely unstable to the supply chain of the UK, according to the annual report (M&S, 2022a). Purchasing Gist would enable M&S to have direct control over the main resources of its supply chain (M&S, 2022a). In simple terms, M&S used to rent others' vehicles for delivery, and now it buys its own vehicles for delivery. This not only reduces the profit points paid to third parties but also directly connects the logistics system with M&S's inventory management, fundamentally solving the problem of low efficiency (Bad Buying, 2022).
[bookmark: _Toc225089537]2.2 Asset Optimization and Cost Control
From the perspective of the company's financial statements, M&S acquired Gist for 145 million pounds. Although it was a large expenditure, M&S evaluated that it could bring long-term benefits (M&S, 2022b). According to the announcement of Investegate, Gist had a related distribution center network. M&S planned to modernize the food supply chain through the "Vanguards" program (M&S, 2022a). From a financial management perspective, owning these physical assets can increase the strength of the balance sheet and reduce unit logistics costs through internal management. In simple terms, M&S no longer wanted to be guided by logistics price increases and wanted to have the initiative to save money (M&S, 2022a).
[bookmark: _Toc225089538]2.3 Enhancing Profit Margins by Eliminating Double Taxation of Profits
Previously, as an independent company, Gist would definitely add prices in services to earn money for M&S. After being acquired by M&S, this middleman price difference became M&S's internal cost (M&S, 2022b). From a financial perspective, this helps to increase the marginal profit of the M&S Food department, and this acquisition also involved the restructuring of the pension plan (M&S, 2022b). This is a complex financial action, but it also reflects M&S's determination to completely clear historical debt burdens and streamline the capital structure (M&S, 2022a).
All in all, this acquisition was to make the supply chain more complete, more cost-effective, and also through asset integration, M&S could stand more firmly in the changing UK market.
[bookmark: _Toc225089539]3. Theoretical basis of mergers and acquisitions
To truly understand why Marks & Spencer (M&S) decided to acquire Gist, one cannot merely look at the surface-level transaction; it is necessary to delve into the core theories of mergers and acquisitions. According to the latest research on merger motives by Researchgat (2024), corporate expansion typically follows several common logical paths, and M&S’s move aligns with the efficiency theory and the resource-based view. As per the research by IJFMR (2025), the most direct motivation for mergers and acquisitions is to achieve synergy through integration. In the case of M&S, as Gist has been dominating its food logistics assets, information asymmetry could have occurred in their collaboration, as well as, causing unnecessary wastages. With the acquisition, M&S will be able to do away with this inefficiency and realise the cost reduction due to the unified scheduling and sharing of resources, as stated by Researchgat (2024). In terms of the resource-based view, the development of the company is related to its capacity to gain scarce resources (Grandt, 2021). Gist not only has a number of trucks, but also a cold chain distribution network and established logistics management capabilities in the nation. Thus, the process of M&S acquiring Gist is helpful to the company in terms of competitive advantage in the market.
[bookmark: _Toc225089540]4. Core Area Analysis
In economics and company operations, economies of scale are the effect of unit costs decreasing with the increase of production volume or business size (Investopedia, 2024). In the case of M&S, the strategic acquisition of Gist was meant to deliver the effect of a bigger-is-better approach in the food logistics business. Logistics also forms a major investment industry under fixed cost allocation as far as the expenses of renting the warehouse, cold chain machinery, and transportation vehicles (Fernie and Sparks, 2018). M&S was required to pay Gist, management fees, and profit margins before the acquisition but after the acquisition, these facilities became the assets of M&S. As outlined in the plan of M&S (2022a) by the Vanguards project to streamline the resources, M&S will be able to pack more products into the same refrigerated trucks, which will result in decreasing the cost of freight per bottle of milk and salad. Simply put, prior to the acquisition, M&S was required to make payment of Gist the entire sums on the transportation, but after the acquisition of Gist, they have inherited the transportation vehicles as their own properties. The higher the number of goods loaded, the cheaper the item is. Also, the increase in the utilisation of the assets is one of the significant variables of financial performance. According to the “manual of Food Logistics” by M&S (2019), the cold chain transportation standards are quite stringent. Previously, these standards were required to be implemented in complicated contracts with Gist. Today, the vertical integration allows M&S to make direct plans of the distribution centers and the planning of the transportation routes through the vertical integration. This dominance over the main capabilities is worth studying according to the theory of competitive strategy developed by Grant (2021). As management experience builds up, M&S will be better able to leverage the current network of Gist (in the country), hence realizing cost-saving and efficiency in terms of operations and an increase in the overall operating profit margin on the financial statements (M&S, 2022c). The procurement and bargaining power also represent the economies of scale. Being a larger company, the integrated M&S logistics department can negotiate better fuel prices, vehicle maintenance services and update of automated equipment (PublicNow, 2022). This trend of substituting outside service sourcing with in-house asset management leaves M&S in greater confidence to regulate the costs of logistics when prices of fuel or labor rise in comparison to its competitors.
The merger of M&S and Gist is on the extensive capital allocation decision. From the perspective of elimination of inefficiencies and combining complimentary resources, this merger and acquisition has reduced unnecessary expenses in logistics. M&S (2022a) pointed out that by integrating Gist's national distribution network with M&S's Vanguards plan, the resources of both parties have achieved a double effect. That is, before the acquisition of Gist, M&S's goods had to wait for Gist's vehicles for transportation, but now that Gist has been acquired, goods can be transported at any time. This resource integration directly saves communication costs and significantly increases the speed of growth (Gist, 2022). In terms of financial benefits and the utilisation of surplus cash, M&S used 145 million pounds in cash instead of borrowing from banks, indicating that M&S has stable cash flow management (M&S, 2022c). Instead of letting surplus cash depreciate in the bank due to inflation, it is better to use this money for something beneficial to the company's long-term development. Although this approach did not diversify the business, it greatly increased M&S's market power in the retail supply chain (Ainvest, 2022). With its own logistics, M&S has more bargaining power when facing price increases in energy or labour. Regarding the regulatory framework, as Gist had long been a logistics provider for M&S Food, the government regulatory authorities might not have perceived M&S's acquisition of Gist as self-serving. This allowed the transaction to be completed swiftly. Finally, all efforts were directed towards shareholders’ wealth. According to the latest financial reports of M&S (2023) and M&S (2025), the optimisation of logistics costs directly enhanced the operating profit margin. This move to reduce risks by taking control of core assets has steadied investor confidence in the volatile UK market (M&S, 2023).
[bookmark: _Toc225089541]4.1 Post acquisition performance
According to the performance report of M&S (2023), the financial performance of M&S after the acquisition of Gist was very impressive. Its sales increased by 8.7%, which proved that the acquisition of Gist by M&S was relatively successful. From the financial indicators, the most significant change was the stability of operating profit. While the British retail industry was still troubled by Brexit, COVID-19, and labour shortages, M&S was able to offset some of the cost pressures through its own logistics. According to the report of M&S (2025), with the deep integration of the Vanguard’s plan and the Gist distribution network, compared to before the acquisition, the company has significantly improved in food damage control and delivery on-time rate. In addition, the return on assets is also a key piece of evidence of success. M&S's acquisition of Gist was not merely about spending money to acquire assets, but rather about obtaining long-term cost initiative by purchasing Gist (M&S, 2022c). This strategy has made investors see M&S's determination to reduce costs and increase efficiency in the long term, thereby stabilising the stock price and achieving the initial strategic goal (Alnvest, 2022).
Although the acquisition of Gist by M&S is strategically compatible, from a financial management perspective, there are certain risks involved. Despite the fact that the two parties have been long-term partners and have a foundation for cooperation, merging a retail enterprise and a logistics company, which are two different types of businesses, may lead to some conflicts in corporate culture. Otherwise, they may lose talent and reduce efficiency in the course of their operations (Fernie, 2005). M&S has dedicated its retail structure to adapting to the changes in the market by streamlining its retail structure, according to the long-term strategic plan adopted by M&S (2022). Nonetheless, with the acquisition of Gist, M&S will be subject to the fixed expenditure and operational risks of the logistical network. This could decrease the cost of labour and cause a further decrease in the general profit margin when under the pressure of inflation, where the rate of sales is slow.
[bookmark: _Toc225089542]5. Conclusion
Based on the above research, it can be concluded that the acquisition of Gist Ltd by M&S was a highly successful move. From a financial management perspective, M&S spent 145 million pounds to acquire Gist. This not only enabled it to successfully acquire the core logistics assets but also eliminated long-standing issues such as transaction costs through vertical integration. According to efficiency theory and the resource-based view in merger and acquisition theory, this allowed M&S to fundamentally strengthen its long-term strategic position in the British retail market. The post-acquisition performance data also provided strong support. In the context of M&S's 2023 financial statements, where sales increased by 8.7%, M&S was able to stabilise its operating profits in an unstable macro environment through the Vanguards plan. This would result in an increased shareholder wealth. The strategy adopted by M&S in acquiring Gist helped M&S so that it did not have to worry about pressure of price increases from outsourcing suppliers.
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