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[bookmark: _Toc224817236]Executive Summary 
The current report critically analyses the acquisition of Gist Limited by Marks and Spencer (M&S) in terms of the strategic rationale behind it, its operational implications and its financial performance. Using the major theories of M&A like synergy, efficiency, and the resource-based view, the analysis proves that the need to internalise logistics, enhance supply chain resilience, and decrease cost was the main reason behind the acquisition. Empirical results reveal that M&S experienced enormous gains, such as £ 180million in cost savings, better product availability and the profits to increase by 58 %, which proves successful value realisation. The combination of logistics capabilities of Gist and retail operations of M&S further promoted efficiency in operations and competitive positioning. Nevertheless, other risks that the report has noted include the complexity of operations and heightened concentration in the food segment. In general, although the market scepticism may have been observed at the beginning, the acquisition can be regarded as a sound strategic choice that has created long-term value and ensured the improved supply chain competence at M&S.
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[bookmark: _Toc224817237]1. Introduction 
Mergers and acquisitions (M&A) represent some of the most common strategic instruments helping companies to improve their efficiency, gain strength, and generate shareholder value. According to the existing literature, the organisations are engaged in M&A with numerous reasons such as gaining synergy, increasing power in the market, enhancing efficiency, and diversification, which are likely to enhance the financial performance and its sustainability over the long run (Apreku-Djan et al., 2022). To a great extent, these motives are based on the theories of value-creation, prioritising cost savings, integration of resources, and better operational control as the major factors of successful acquisitions.
In this the Marks and Spencer group plc (M&S) purchased Gist Limited in 2022 at an approximate cost of £145 million which is strategic to internalize its food logistic operation. The takeover was meant to enhance the efficiency of supply chains, lower the operation costs and increase the supply and quality of products (Marks and Spencer, 2022). Other major external disruptions also affected this strategic move such as the Brexit, the COVID-19 pandemic, and labour shortages which revealed weaknesses in outsourced supply chain models (Reuters, 2022). With these motives in mind, the acquisition gives a topical example to investigate whether theoretical motives of M&A are transformed into actual performance results. Consequently, this report has critically analysed the success of the acquisition of Gist Limited by M&S through the analysis of its effect on operational efficiency, financial performance as well as long term strategic positioning.
[bookmark: _Toc224817238]2. Theoretical framework for Merger & Acquisitions 
The conceptual bases of mergers and acquisitions (M&A) are conceptualized in the context of multiple approaches that explain the reasons behind external expansion by firms. These views indicate that decisions on M&A are motivated by the value creating goals as well as the managerial goals. Among the most notable ones is the theory of synergy, which states that the value of two companies can be more than that of isolated companies due to the reduction of costs, the advantages of the economy of scale, the advantages of the scope, and the increase of revenues (Feldman, 2022; Hernandez, 2022). The reason behind most acquisitions is synergy henceforth.
Related closely with this is the efficiency theory, which argues that companies engage in M&A to increase efficiency in their operation through duplication elimination and reduction of costs as well as more efficient utilisation of resources (Malik & Kumar, 2025). Similarly, the market power theory describes M&A as a measure to enhance market presence, decrease competition, and obtain more power to control prices and industry terms (Malik and Kumar, 2025). Although both theories focus on value creation, there are other issues that anti-competitive behaviour and regulation put forward by the market power arguments.
Strategically, the resource-based perspective contends that companies merge with other businesses with the aim of acquiring valuable, rare and non-easy to replicate resources that could be expensive or time-consuming to develop in-house (Malik & Kumar, 2025). In this perspective, acquisitions are appealing when the target has supplementary abilities that enhance the competitive advantage. All purchase and sales are not done to enhance shareholder value, however. Agency theory offers an overview that is more critical in that it argues that managers might engage in acquiring businesses on self-interested grounds, including the need to build an empire, prestige, or personal gain when such acquisitions do not maximise shareholder wealth (Malik & Kumar, 2025).
Notably, motives of M&A are hardly ever single. Studies demonstrate that most acquisitions have various overlapping strategic, financial, and behavioural interests, which contributes to understanding why post-acquisition results prove to be mixed (Irwin et al., 2025). In general, M&A should be considered as a combination of economic, strategic, and behavioural theories and not only one of them.
[bookmark: _Toc224817239]3. Analysis of M&S Acquisition of Gist
[bookmark: _Toc224817240][bookmark: _Toc224817241]3.1 Economies of Scale & Cost Efficiency
The process of acquiring Gist helped Marks and Spencer (M&S) to achieve economies of scale through internalisation of logistics operations and distribution costs of the food are spread on a larger volume of food sales. Economies of scale occur when the cost of units of production decreases as a result of a fixed cost being absorbed and operational specialisation (McGee, 2014). After the takeover, M&S made nearly £180 million in structural savings of its costs, including distribution and warehousing expenses as a fraction of sales fell thanks to the increased efficiency of logistics (Marks and Spencer, 2024). The developed infrastructure of Gist had given M&S the opportunity to take advantage of bulk buying, consolidated deliveries and decreased duplication of third-party service expenses (Food Manufacture, 2022). This scale advantage further enhanced the flow and availability of the stock allowing increased sales volume and additional costs absorbance. Thus, the acquisition illustrates that vertical integration has the capability of creating cost efficiency in terms of scale of operation as well as resource utilisation.
[bookmark: _Toc224817242]3.2 Elimination of Inefficiencies
The acquisition of Gist has helped Marks and Spencer (M&S) to remove structural inefficiencies related to its previous logistics model that was outsourced. Before the acquisition, dependence on third-party providers resulted in a lack of coordination, duplication and segmented supply chain visibility. Internalisation of logistics operations enhanced end-to-end integration at M&S, minimizing delays, imbalances in inventories, and administrative duplication (Marks and Spencer, 2022). This is in line with the supply chain integration theory that postulates that effective material and information flows increase efficiency, minimize costs in the system (Christopher, 2011). Moreover, the purchase has eliminated restrictions of the old contracts and increased responsiveness of operations, which allowed moving stocks faster and making them more available (Yahoo Finance, 2022). Consequently, logistical organisms that had inefficiencies were minimised thus helping to optimise the overall cost.
3.3 Surplus Cash & Financial Strategy
Gist acquisition is also an indication of strategic utilization of excess cash instead of paying the shareholders with all the excess cash. It is said that in the case of free cash flow theory, companies that have more money than they need to invest tend to acquire other companies to utilise the idle capital even though it is not necessarily in the best interest of shareholders (Jensen, 1986). M&S has spent about PS145 million to acquire Gist in order to enhance its food supply chain and optimize its operations (Marks and Spencer, 2022; Daily Business Group, 2022). Although this investment helped in vertical integration and cost management, the alternative they could have pursued could have been to repatriate cash to shareholders or invest in growth opportunities that yield more cash. Thus, the acquisition will be a strategic reinvestment and a possible opportunity cost in capital allocation decision-making.
[bookmark: _Toc224817243]3.4 Increased Market Power
The purchase of Gist gave Marks and Spencer (M&S) an increased market power through a vertical integration of a logistic network with more than 8 primary and 10 secondary distribution centres in the UK, which gave it a direct control over the supply of food (Nazir, 2022). This improves reliance on the third-party providers and improves the coordination of its food value chain. The purchase has enabled M&S to enhance product availability and responsiveness in the event of a disruption, which is crucially important in the UK, which is very competitive in the grocery industry (Parr, 2022). Moreover, complete control over logistics activities makes it possible to achieve cost-efficiency and strategic flexibility, which contributes to long-term growth objectives (Marks and Spencer, 2022). Theoretically, this kind of resource control can be used to increase competitive advantage, by increasing operational efficiency and reinforce market positioning.
[bookmark: _Toc224817244]3.5 Combining Complementary Resources
The takeover of Gist by Marks and Spencer (M&S) can be interpreted as a good example of complementary resources combining according to the Resource-Based View (RBV). M&S brings Marks and Spencer strong retail brand, stores network and growing food business, whereas Gist brings specialised logistics, such as temperature-controlled supply chain management and a workforce of around 5,800 employees (Marks and Spencer, 2022). The operational strength of £55 million in EBITDA that Gist has created before the acquisition also indicates that it is a strong company (Marks and Spencer, 2022). Since acquiring the two companies, the integration helped to form integrated logistics and export teams which expanded its capabilities to distribute food across countries and comply with Brexit (Cold Chain News, 2023). The combination has seen the company attain class-leading export and supply chain capabilities, which show how unique firm-specific resources could be combined to give rise to sustained competitive advantage (Gist, n.d.). Thus, the acquisition is an expression of RBV logic where value is generated out of resource complementarities and not single assets.
[bookmark: _Toc224817245]3.6 Speed of Growth
Acquisition of Gist has helped Marks and Spencer (M&S) grow faster than its organic growth which was slower. The merger was anticipated to be accretive in earnings per share (EPS) in the first year, which means it would yield financial gains instantly and not in the long run (Marks and Spencer, 2022). After the acquisition, M&S announced £ 180 millions of savings and 45.6 percent and 33.8 percent growths in adjusted EPS and operating profit, respectively, which demonstrates fastened improvements in operations (Marks and Spencer, 2024). Also, the integration provided a so-called quick payback, which proved to be faster in value realisation (Container News, 2022). This emphasizes the fact that acquisitions allow a company to achieve faster scalabilities and efficiency gains as compared to organic growth strategies.
[bookmark: _Toc224817246][bookmark: _Toc224817247]3.7 Financial Benefits & Performance
The financial effectiveness of this Gist acquisition can be better understood when the performance of Marks and Spencer (M&S) is compared prior to and after the acquisition. An analysis of FY2022 and FY2024 shows that there were considerable gains in profitability, efficiency, and revenue, which suggests the realisation of synergies and not anticipated gains.
Table 1: Financial Performance Comparison (Pre vs Post Acquisition)
	Metric
	FY2022 (Pre-Gist)
	FY2024 (Post-Gist)
	Change

	Revenue (£bn)
	10.9
	13.0
	+19%

	Profit Before Tax (£m)
	391.7
	672.5
	+71.7%

	Adjusted EPS (pence)
	21.7p
	24.6p
	+13.4%

	Adjusted Profit Before Tax (£m)
	522.9
	716.4
	+37%

	Food Volume Growth (%)
	—
	6.8%
	—

	Cost Savings (£m)
	—
	~180
	—


(Source: M&S, 2022; 2024a)
The statistics indicate a significant growth in profitability, as profit before tax has grown more than 70 %, indicating improved margins and efficiency in operations after integration. This is in line with the 2024 report that demonstrates supply chain modernisation and Gist paying back ahead of schedule. Cost wise, the integration of logistics saved the company about £180 million by not being dependent on third party providers and distribution efficiency. Such economies of scale and eradication of inefficiencies that have been mentioned above are justified by these savings.
On revenue contribution, an increase in revenue of £10.9bn to £13.0bn shows that the company has performed better in sales, especially in the food segment where better stock supply and quick replenishment were used to boost volume growth (See table 1). Generally, the comparison proves that the Gist acquisition had quantifiable financial benefits that prompted actual synergy realisation over the creation of speculative values.
3.8 Diversification
The acquisition of Gist by Marks and Spencer (M&S) can be referred to as related diversification because it does not entail the new venture into a different industry but rather the expansion of its current food value chain. Most of the M&S food logistics was already processed by Gist, which means that there is a good level of operational overlaps and a strategic fit (Marks and Spencer, 2022). Internalisation of logistics has made M&S vertically integrated, which increases coordination and decreases dependence on third parties (Food Manufacture, 2022). It is especially notable in the current UK supply chain disruptions, where more control means less risk of breaching the operations and enhancing the resilience (Parr, 2022). Yet, although related diversification reduces the supply chain risk, it also focuses the exposure in the food segment with a reduced diversification of risks.
[bookmark: _Toc224817248]3.9 Regulatory Framework
The Gist acquisition regulatory framework was controlled largely through the Enterprise Act 2002 according to which the UK mergers are subject to investigation in case they have a potential to cause a substantial lessening of competition (UK Parliament, 2002). Competition and Markets Authority (CMA) may create robust solutions such as blocking the deals, as it did in the case of Sainsbury-Asda, which identified probable price increments, poor quality, and lack of option, as well as the consequences in more than 125 petrol stations (Competition and Markets Authority, 2019). In comparison, M&S referred to the Gist deal as Class 2 and no significant anticompetition restrictions were reported, so the antitrust issues regarding this vertical deal were limited (Marks and Spencer, 2022).
[bookmark: _Toc224817249]3.10 Shareholder Wealth Impact
The Gist acquisition had had both positive and negative short-term market sceptical effects and long-term value creation implications on the shareholder wealth. Marks & Spencer (M&S) shares dropped slightly, about 2 %, in the first moments after the announcement, which indicated that investors were worried about the cost of the acquisition, risks associated with the execution, and questionable short-term investments (Reuters, 2022). This unfavourable response is within the context of acquisition theory in which market tends to punish companies because of integration risks and probable over-payment. Nonetheless, the long-term performance implied a high value creation as M&S noted a 58% rise in profit, and high profits and operational efficiency, as its turnaround strategy continued to take effect (Reuters, 2024). These benefits were enabled through supply chain optimization such as integration of Gist which helped to save money and enhance operational control. The regaining of financial performance and further regaining of market confidence are positive signs that initial scepticism was denied by the actual synergies and efficiency benefits realised. Thus, even though the acquisition was initially an indication of the possible value destruction, the long-term financial results show that it eventually improved shareholder wealth in terms of long-term profitability and strategic change.
[bookmark: _Toc224817250]4. Critical Evaluation 
The case of the acquisition of Gist by Marks and Spencer (M&S) is a subtle example of how market scepticism during the early stages of market is compared to the actual long-term value creation as evidenced by the gap between theoretical and actual results. In the immediate future, it had a negative response because as the market was informed, M&S stock fell by about 2% when the announcement was released which indicated a risk of integration, capital expenditure and an unpredictable capacity to realise synergy (Reuters, 2022). This is a typical merger theory, which asserts that mergers tend to wipe out shareholder value in the first place because of information asymmetry and overstated synergies. The post-acquisition performance however does not conform to this pessimistic opinion. M&S states that its profit has grown by 58 % and its operations have greatly improved, aided by some £ 180 million cost reduction and improved efficiency of the supply chain (Marks and Spencer, 2024; Reuters, 2024). Contrary to most acquisitions where the synergies are not realised, M&S realised the benefits of vertical integration, which happened to be direct remedies against any inefficiencies contained in its former outsourced logistics model. This result is much closer to the Resource-Based View, wherein the value is created through the combination of the company-specific capabilities instead of the process of seeking scale.
However, there are limitations to the success. The scale of a big logistics operation creates operational complexity, such as workforce alignment, system integration, and coordination issues, which can create hidden costs and lack strategic flexibility (Christopher, 2016). In addition, domestic diversification, as much as associated with diversification, lowers the risks of dependency, but constrained the overall spread of risks. In general, the acquisition shows that the risks of failure at the theoretical level were initially obvious but well-planned implementation and integration of capabilities allowed M&S to transform a potentially value-destructive transaction into the long-term value-generating process.
[bookmark: _Toc224817251]5. Conclusion 
Acquisition of Gist can be considered as a successful strategic business transaction of Marks and Spencer (M&S), due to the evident financial and operational gains. Pre- and post-acquisition performance Comparing pre-and post-acquisition performance, revenue grew by £10.9bn to £13.0bn by 2022 and 2024 respectively, and pre-tax profit grew substantially, by £391.7m to £672.5m, which is indicative of stronger profitability. Also, cost saving of £180m and food volume growth of 6.8% indicate efficiency in supply chain. The acquisition was initially associated with the investor concerns, but the realised synergies, better margins, and operational control prove that M&S has managed to meet its goals. Thus, Gist acquisition generated sustainable value and enabled the company to have strong competitive stance.
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