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[bookmark: _Toc225472475]Executive Summary

This report makes an in-depth evaluation of Marks & Spencer's acquisition of Gist in 2022, focussing on its strategic intentions and financial results. Although the acquisition aims to strengthen the control and resilience of the supply chain. Its overall impact is not satisfactory.

Operational performance seems to have improved, especially in product supply and food sales. However, these advances cannot be entirely attributed to the acquisition.  Because they may also reflect the recovery of the overall market.

In the short term, due to the cost of integration and reorganisation, the financial benefits are still relatively limited. In general, the acquisition is strategically reasonable. But it will only bring moderate financial returns in the short term.
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M&A is widely used by enterprises as a strategic means to enhance competitiveness, improve efficiency and create value for shareholders (Ermawati et al., 2025a). Enterprises usually acquire new capabilities by acquiring other companies or responding to changes in the external business environment.

In 2022, Marks & Spencer (M&S), one of the leading retailers in the UK, acquired Gist, a logistics and supply chain company, for about 145 million pounds. Gist has long been a logistics partner of M&S Food, responsible for managing its distribution centre and transportation business in the British.

The acquisition was carried out against the background of Brexit, COVID-19 and labour shortage. These factors have seriously disrupted the supply chain and posed great challenges to British retailers (Oyegok et al., 2024; Ringham et al., 2025; Government Research Institute, 2021). Therefore, strengthening supply chain control has become the strategic focus of many enterprises.

This report aims to make an in-depth evaluation of whether the acquisition action of Gist has successfully achieved its strategic and financial goals, focussing on operational efficiency, financial performance and long-term value creation.


[bookmark: _Toc225472477]2. Literature Review

This section reviews the key theories related to corporate mergers and acquisitions (M&A), including synergy theory, economy of scale theory, market dominance theory, and diversification and agency theory. These theoretical perspectives provide a theoretical framework for analysing the strategic basis and results of M&A's acquisition of Gist. In the subsequent analysis, each theory will be used to assess whether the acquisition has created value and improved operational performance.

[bookmark: _Toc225472478]2.1. Synergy Theory

According to the synergistic theory, the main goal of corporate mergers and acquisitions is to create value through business integration, thus improving efficiency or increasing revenue (Bauer and Friesl, 2024a). In the case of vertical integration, for example, Marks and Spencer's acquisition of Gist by improving coordination, strengthening supply chain control and decreasing transaction costs. It expects the synergistic effect to be generated.

However, empirical research shows that many acquisition projects fail to achieve the expected synergy due to integration difficulties, cultural differences and operating complexity (Feldman and Hernandez, 2022). This has raised concerns about whether the theoretical benefits can be realised in practice. Therefore, this study uses the synergy theory to evaluate whether Marks & Spencer's acquisition of Gist has achieved results in supply chain operation efficiency and cost savings.

[bookmark: _Toc225472479]2.2. Economies of Scale

Economy of scale depend on the cost advantage gained by enterprises after expanding their business scale, that is, the efficiency improvement achieved by reducing average costs (CICC research, 2024; Laudal, 2025). In the field of logistics and supply chain management, a larger network can optimise transportation routes, improve warehouse utilisation, and enhance inventory management efficiency.

In the context of the acquisition of M&S and Gist, the acquisition may help integrate logistics business and achieve more efficient resource allocation. This study uses the economy of scale theory to examine whether Marks & Spencer's logistics business has achieved measurable cost reduction and efficiency improvement after the acquisition.

[bookmark: _Toc225472480]2.3. Market Power Theory

The theory of market power shows that enterprises enhance their competitive position through mergers and acquisitions to improve their bargaining power and control over key resources (Moreau and Uslu, 2025).

Unlike economies of scale that focus on cost reduction, market forces emphasise the ability to influence competitive conditions (Harvard Business School Online, 2025).

In the case of M&S's acquisition of Gist, the impact on market dominance is limited, because Gist is already one of its existing partners. Therefore, the main advantage lies in internal control rather than enhancing external dominance.

[bookmark: _Toc225472481]2.4. Diversification and Agency Theory

According to the theory of diversification, enterprises expand new business to reduce risks and stabilise returns. However, agency theory offers a critical perspective, suggesting that managers may undertake acquisitions for their own benefit. For example, to expand the firm’s scale or strengthen managerial control rather than for the benefit of shareholders (Feldman and Hernandez, 2022; Meghouar and El Idrissi, 2026). 

For Marks & Spencer (M&S), the acquisition of a logistics company signifies a shift in its strategic focus towards deeper vertical integration. Whilst this may yield operational benefits, it is accompanied by risks and managerial complexities. This study applies these theories to assess whether the acquisition is strategically sound or influenced by management motives. As this may not be fully in the interests of shareholders, critical evaluation is necessary. 

[bookmark: _Toc225472482]2.5. Summary of Theoretical Framework

The theory discussed above provides a comprehensive framework for analysing M&S's acquisition of Gist. Synergy theory and economies of scale theory focus on potential efficiency improvement and cost reduction, especially in the supply chain. In contrast, the market force theory emphasises the strategic advantages associated with enhancing control and competitive position, while the theory of diversification and the theory of agency start from the key perspective of questioning the management motivation behind the acquisition.

These theories work together to enable the assessment of acquisitions to take into account its potential benefits and limitations. In view of the nature of vertical integration of this transaction, this study pays special attention to operational synergy and supply chain efficiency. The framework constructed in this section will be applied in subsequent analyses to assess whether the expected strategic and operational benefits are realised in practice.

[bookmark: _Toc225472483]3. Analysis

This section applies the theoretical framework built in the literature review to the evaluation of M&S's acquisition of Gist. Through qualitative discussion and quantitative evidence, the strategic basis, operational impact and financial results of the acquisition were examined. The analysis aims to assess whether the expected benefits, including synergy, economies of scale and the improvement of strategic positioning, can be realised in practice.

[bookmark: _Toc225472484]3.1. Strategic Rational

The main strategic reasons for this acquisition lie in improving logistics control, reducing operating costs and enhancing product supply rates. Before the acquisition, Marks & Spencer (M&S) was confronted with serious inefficiencies in its supply chain and unstable execution of its global business, which limited its ability to respond to disruptions (Chen, 2025; Marks & Spencer, 2025). 

After the acquisition was completed, Marks & Spencer reported an improvement in its supply chain performance. The sales of its food supply chain have increased by more than 11% in recent years, reflecting an increase in logistics efficiency and product supply (Marks and Spencer, 2025). This indicates that internalizing the logistics business has enhanced the coordination and responsiveness within the supply chain. This is in line with the theory of synergy, which emphasizes creating value through the integration of resources and capabilities, indicating that this acquisition is conducive to enhancing operational efficiency (Bauer and Friesl, 2024b; Rufolo, Paientko and Dziergwa, 2025). 

However, some people believe that the increase in the supply rate might also be partially attributed to the broader post-pandemic recovery of the supply chain rather than solely to this acquisition. Therefore, although the evidence supports the existence of synergy effects, it remains uncertain to what extent they can be directly attributed to this acquisition.

[bookmark: _Toc225472485]3.2. Economies of Scale

The acquisition of Gist enables Marks & Spencer to take advantage of a mature logistics infrastructure, including warehouses and distribution networks, thus potentially achieving economies of scale. By integrating these operations, Marks & Spencer can enhance the utilization rate of its logistics assets and reduce average costs (Faik and Shire, no date). 

Marks & Spencer has invested over 340 million pounds in transforming its supply chain to enhance efficiency and support future growth (Marks & Spencer, 2025), which helps to enhance efficiency and reduce waste. This is in line with the theory of economies of scale, which suggests that an expansion in the scale of operations brings about cost advantages. 

However, economies of scale do not take effect immediately. Integration costs, restructuring expenses and system upgrades may offset short-term gains (Oh and Johnston, 2021; Rufolo, Paientko and Dziergwa, 2025). Therefore, although there is evidence of increased efficiency, the full cost benefits of scale may only be realized in the long term.

[bookmark: _Toc225472486]3.3. Elimination of Inefficiencies

Outsourcing logistics business may lead to inefficient problems such as delays, poor communication and insufficient coordination, especially in complex supply chains (Andjelkovic, 2026). Marks & Spencer has brought its logistics operations in-house. This has enabled the company to streamline processes and speed up decision-making.

Following the acquisition, Marks & Spencer reported improvements in stock management and a reduction in delivery delays, which have helped to enhance the stability of product supply and reduce waste (Marks & Spencer, 2025). These improvements support the theory of synergies, as they reflect enhanced operational coordination and decreased transaction costs (Celestin, 2022; Ermawati et al., 2025b).

However, managing logistics operations in-house may also increase organisational complexity and administrative burdens. Poor management could lead to new inefficiencies (Kim, 2025). This highlights the potential trade-off between control and complexity. 

[bookmark: _Toc225472487]3.4. Combining Complementary Resources

This acquisition combines Marks & Spencer’s retail strengths with Gist’s outstanding logistics capabilities, creating a set of complementary resources. This integration has improved coordination between supply and demand and enhanced overall operational performance.

This is consistent with the resource-based view, which emphasises that the integration of a firm’s unique capabilities is crucial for gaining a competitive advantage (Mailani et al., 2024). For Marks & Spencer, this has strengthened its internal capabilities and reduced its reliance on external suppliers.

For Gist, this acquisition provides it with greater financial strength and a stable market demand. Although the cost may be a reduction in its strategic independence. However, whether these benefits can be realised will depend on the effective integration of organisational processes and systems.

[bookmark: _Toc225472488]3.5. Speed of Growth

Acquisitions enable firms to expand their capabilities more rapidly than they could through organic growth alone. This is particularly evident in infrastructure-intensive industries (Candra et al., 2021; Carter, 2025). By acquiring Gist, Marks & Spencer immediately acquired a mature and advanced logistics network (Marks & Spencer, 2022).

Given the complexity and scale of the supply chain system, the independent development of similar logistics infrastructure requires a lot of time and capital investment (Katsaliaki, Galetsi and Kumar, 2022; Peprah Adu, Dorasamy and Keelson, 2024). Therefore, this acquisition has greatly accelerated the pace of the transformation and strategic development of Marks & Spencer.

However, the rapid expansion achieved through acquisition may increase the difficulty of integration and put great pressure on management resources (Huang, Yang and Yang, 2024). Therefore, although the growth trajectory has been improved, the related execution risks have also intensified.

[bookmark: _Toc225472489]3.6. Financial Benefits

Marks & Spencer’s food sales increased by 8.7% to 9 billion pounds, and its operating profit increased significantly, reflecting the improvement in its food sector performance (Marks & Spencer, 2025). These improvements show that the optimisation of the supply chain is conducive to the improvement of financial performance.

The improvement of inventory management has also reduced waste, thus supporting the improvement of profit margins. This is consistent with the theory of synergy and economies of scale, because the improvement of operational efficiency translates into financial benefits (Ermawati et al., 2025a).

However, the growth in financial performance at the group level is relatively moderate, indicating that consolidation costs and external economic environment limit short-term profit growth. Therefore, although the financial benefits are obvious, it may not fully reflect the long-term value of the acquisition. The acquisition may also reflect the use of surplus cash, which raises concerns about whether the income obtained exceeds the company's capital cost and whether it will really maximise shareholder value.

[bookmark: _Toc225472490]3.7. Increased Power in the Market

By acquiring Gist, Marks & Spencer has strengthened its control over its logistics business and reduced its dependence on third-party suppliers. Vertical integration can enhance control over the supply chain and reduce dependences on external partners (Karimirad, 2024; Li et al., 2025).

However, this acquisition has limited support for the theory of market force, which emphasises the enhancement of dominance and bargaining power in external markets (Moreau and Uslu, 2025; Chang and cheng, 2026). Since Gist is already the main logistics supplier of Marks & Spencer, the transaction has not significantly improved its position relative to its competitors.

On the contrary, its main benefit lies in the improvement of internal efficiency rather than the enhancement of market control. Therefore, this acquisition strengthens the business ability rather than the traditional market influence.

[bookmark: _Toc225472491]3.8. Diversification

This acquisition is a relevant diversification, because it expands Marks & Spencer's capabilities in its existing value chain, rather than entering a new market. Related diversification is usually associated with the improvement of operational efficiency and the enhancement of strategic synergy (Wang, Abdullayeva and Hoang, 2024; Yang, Kim and Hwang, 2025).

This shows that the acquisition has enhanced the core competitiveness of Marks & Spencer, not just dispersing risks. However, the agency theory shows that the incentive mechanism of management may also affect acquisition decisions (Tan, Zhang Hesu, 2026).

In this case, the high degree of strategic consistency between retail and logistics suggests that the acquisition is likely to be value-driven. However, the increased complexity of the organisation brings additional risks, which must be managed effectively.

[bookmark: _Toc225472492]3.9. Regulatory Framework

The acquisition has not been strictly reviewed by the British Competition and Market Authority (CMA), which shows that there are limited concerns about the possible decline in market competitiveness (Marks & Spencer, 2022; CMA, 2024). This may be because the transaction is a vertical integration rather than a horizontal expansion, which means that it will not directly reduce the number of competitors in the market (Moresi and Salop, 2021; Oxera, 2023).

Therefore, the transaction is unlikely to significantly change the overall market structure and will not create major obstacles for other companies to enter the market (Carlton, 2024; Sanford and Wong Ervin, 2024). On the contrary, its main impact is to improve the coordination and efficiency within the supply chain of Marks & Spencer (Masa’ deh et al., 2022; Kim, 2025).

In addition, the fact that regulators did not intervene shows that the acquisition did not significantly enhance market power in terms of pricing or competitive dominance (Bellucci and Rungi, 2024). However, it may still bring indirect advantages. For example, improved cost control and operational flexibility. It may enhance the company's competitive position over time.

Therefore, regulatory restrictions do not hinder the implementation of the acquisition strategy. On the contrary, this decision further shows that its main benefits lie at the operational level rather than market control.

[bookmark: _Toc225472493]3.10. Shareholders Wealth

The primary objective of mergers and acquisitions is generally considered to be the maximisation of shareholder wealth (Asamoah and Buabin, 2025). In financial theory, a rise in share prices is often used as an indicator of increased shareholder value. Because it reflects investors’ positive expectations regarding future profitability and strategic positioning.

Take Marks & Spencer as an example. The company’s share price rose rapidly from its low point in 2022 to around 300 pence in 2024, indicating a significant strengthening of investor confidence (Reuters, 2024). This upward trend may suggest that the acquisition is helping to improve market sentiment.

However, this growth cannot simply be attributed entirely to this acquisition. Stock prices are affected by many external and internal factors, including broader business restructuring, macroeconomic recovery after the pandemic, and improved operating performance (Robbetze and Van Der Niet, 2025). Therefore, it is inherently challenging to separate the specific impact of an acquisition on the value of shareholders.

Therefore, although there is some evidence to support the view that the acquisition will help maximise the wealth of shareholders, its direct impact is still uncertain. This highlights the limitations of stock price changes as the only criterion for measuring the success of acquisitions. Because stock price fluctuations may reflect multiple overlapping influencing factors rather than a single strategic decision-making.

[bookmark: _Toc225472494]4. Conclusion

This report critically evaluates Marks & Spencer's acquisition of Gist in terms of strategy and financial results.

In general, the acquisition can be regarded as a partial success. It improves the efficiency of the supply chain, strengthens operational control. It helps to give full play to the advantages of synergy and economies of scale.

However, the financial performance is still not so clear because the short-term returns are limited and it is not clear whether the return exceeds the company's capital cost. In addition, the impact on market forces is relatively small, and the income is mainly concentrated internally.

Consequently, whilst this acquisition has strengthened Marks & Spencer’s long-term strategic positioning, its ultimate success will refer to the sustainability of the efficiency gains and the company’s ability to continue generating financial returns and shareholder value.
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