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Executive Summary
[bookmark: OLE_LINK10]This report evaluates whether Marks & Spencer’s acquisition of Gist in 2022 broadly achieved its original strategic and financial objectives. The transaction is seen as a type of vertical integration because Gist had been a long-term logistical partner in the supply chain for M&S Food. 
The analysis is structured into three domains: operational and resource integration, market and strategic ramifications, and financial results and value generation. The best chance of success is through operational integration. M&S made its logistics in-house, which cut down on the problems that came with the old contract, made supply chain control stronger, and sped up the modernisation of the supply chain. The food company also got better because of the combination of M&S's retail skills and Gist's transportation skills.
The report says that M&S's purchase of Gist has mostly gone well. It has made operations run better, helped profits, and bolstered M&S's long-term strategic position in the UK food retail industry.
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[bookmark: _Toc225546667]1. Introduction and case overview
In July 2022, Marks & Spencer announced its acquisition of Gist, and the transaction was completed on 30 September 2022 after the required merger control approvals had been obtained (Marks and Spencer Group plc, 2022b). Gist had long served as the main logistics provider for M&S Food, so that the deal can be understood as the internalisation of a key logistics function (Marks and Spencer Group plc, 2023a). M&S described the acquisition as part of a broader food supply chain modernisation programme, with the aim of lowering cost to serve through system upgrades and stronger automation (Marks and Spencer Group plc, 2022a).
This case is worth examining for both practical and theoretical reasons. In practical terms, the acquisition took place during a period of supply disruption, rising inflation and growing cost pressure so that it can be seen as a response to the post-pandemic business environment (Reuters, 2022). In theoretical terms, the transaction was based on vertical integration rather than horizontal overlap in retailing. Different types of acquisitions raise different value-creation issues, and this case provides a focused example of how value may be realised in a vertical acquisition (Cumming et al., 2023).
This report examines whether the acquisition broadly achieved its original strategic and financial objectives. It is organised around three connected dimensions: operational and resource integration, market and strategic implications, and financial outcomes and value creation. It also considers the impact of the acquisition on M&S’s operating performance, profitability and long-term strategic positioning in the UK food retail market. Since the way post-merger integration is managed is closely related to value realisation (Abravanel, Biron and Brueller, 2025), and shareholder value creation is one of the core concerns in M&A finance and accounting research (Cumming et al., 2023), shareholders’ wealth is used here as the overall criterion for evaluation.

[bookmark: _Toc225546668]2. Operational and resource integration
The strongest case for this acquisition lies in operational integration. In this transaction, value depended on whether M&S could turn control over logistics into smoother coordination, lower friction and stronger supply chain performance after completion (Abravanel, Biron and Brueller, 2025).
[bookmark: _Toc225546669]2.1 Internalising logistics: scale, efficiency and faster transformation
Operating gains often depend on whether the acquisition logic matches the depth of integration (Chaturvedi and Weigelt, 2024). When a firm can bring mature capabilities obtained through acquisition into a more unified operating structure, performance is more likely to improve.
In its acquisition announcement, M&S stated that the previous arrangement was tied to a higher-cost legacy contract, and that the deal would improve efficiency by removing contractual fees and related costs and by aligning operating processes across the network (Marks and Spencer Group plc, 2022a). Later disclosures followed the same line. The annual report linked Gist to lower cost to serve, systems renewal and automation (Marks and Spencer Group plc, 2023a), while the half-year results stated that integration was progressing well and that the expected benefits were on track (Marks and Spencer Group plc, 2023b). Food margin recovery was also partly attributed to more than £30 million of benefits from Gist (Marks and Spencer Group plc, 2023b). This is consistent with Chaturvedi and Weigelt (2024), who argue that cost-oriented acquisitions usually rely on strong post-acquisition integration if expected synergies are to be realised.
The acquisition also shortened the path to transformation. If M&S had tried to build a comparable logistics chain on its own, the process would probably have taken longer and involved greater execution risk. By acquiring Gist, which had already served its logistics operations for many years, M&S was able to gain direct control over logistics more quickly (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2022b). In this sense, speed of growth in this case is better understood as a faster transformation rather than a simple expansion.
In addition, economies of scale in this case were mainly reflected in the operational synergies created after the logistics network was brought under common control. Once Gist’s warehousing, transport and distribution capabilities were integrated into the same framework, M&S was in a stronger position to share infrastructure, reduce duplication and improve the organisation of transport and fulfilment across its food business. In this case, scale effects were therefore not simply a matter of becoming larger, but of using existing logistics capacity more effectively under unified management (Chaturvedi and Weigelt, 2024; Gist Limited, 2023).
[bookmark: _Toc225546670]2.2 Complementary resources and improved operating performance
Another important rationale for the acquisition lies in the combination of complementary resources. Acquisition value often depends on how resources are reconfigured and integrated after completion, because operating synergies do not arise automatically from a change in ownership (Chaturvedi and Weigelt, 2024). Gains may also come from stronger operational connections, meaning that firms become more closely linked across a wider network of activities (Burford, Shipilov and Furr, 2025). M&S’s strengths were mainly in food retailing and store operations, while Gist’s strengths were in warehousing, transport and supply chain execution. Bringing these together strengthened the operating base of the food business.
After the acquisition, Gist was brought within M&S’s operational control boundary (Marks and Spencer Group plc, 2023b). Its strategic objectives gradually became aligned with those of M&S, and it continued to operate as a large logistics business with a mature network, supported by stronger governance, clearer workflows and updated legacy systems (Gist Limited, 2023). These changes show that integration had moved into the area of control and management.
Successful integration depends not only on control, but also on cooperation. If the control system fails to balance the two, integration is unlikely to be converted into stable performance outcomes (Vuorenmaa, 2024). Smeulders, Dekker and Van Den Abbeele (2023) also show that integration controls themselves affect acquisition performance, especially when organisational differences and employee resistance make the process more difficult. In this case, the complementarity between M&S and Gist was gradually turned into tighter control and stronger execution through reinforced governance and the restructuring of operational processes.
Overall, the main value of the Gist acquisition lay in stronger coordination, lower inefficiency and faster supply chain upgrading. It also suggests that any scale effect in this case came mainly through operational synergies across the logistics network.

[bookmark: _Toc225546671]3. Market and strategic implications
The strategic assessment of a vertical merger is often more complex than that of a horizontal one, because efficiency gains and competition concerns usually need to be considered at the same time (Carlton, 2024). At the same time, even where there is no clear foreclosure effect, vertical transactions may still influence the competitive process (Kadner-Graziano, 2025), and the way a transaction is classified can shape the later approach to competition analysis (Cowan, Ormosi and Perkins, 2024). Against this background, the key question in this section is whether the acquisition improved M&S’s competitive position in UK food retailing and supported its long-term development.
[bookmark: _Toc225546672]3.1 Strengthening competitive position through supply chain control
An acquisition can strengthen market position by increasing control over key resources, improving service reliability and stabilising supply. Since Gist is a logistics provider, the effects of this transaction were felt mainly in the coordination, distribution and service execution functions across the supply chain.
Mergers can also affect non-price factors such as quality, capacity and reliability of supply, and these factors may shape competition even where changes in market share are limited (European Commission, Directorate General for Competition, 2024). For M&S, the main strategic effect of the acquisition therefore lay in building a stronger competitive position through tighter supply chain control and more stable service performance. In this sense, increased power in the market is better understood here as a stronger non-price competitive position.
Research on vertical mergers supports this interpretation. Such mergers can generate efficiency gains through stronger coordination and control and can improve a firm’s position within the relevant value chain (Dewulf et al., 2023). In this case, by internalising a logistics provider that was already deeply embedded in its food business, M&S strengthened its position in supply-chain-based competition.
[bookmark: _Toc225546673]3.2 Diversification and regulatory background
From a strategic perspective, the diversification explanation has limited relevance in this case. Diversification normally refers to entering different kinds of business activities in order to spread sources of income and business risk. Here, however, M&S consistently framed Gist within its food supply chain modernisation programme and kept the acquisition closely tied to the food business itself (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2023a). The deal, therefore, looks much more like an extension of the core value chain than an entry into an unrelated field.
The regulatory background is also important. The CCPC record shows that the transaction went through a formal merger control process and was cleared at Phase 1 (Competition and Consumer Protection Commission, 2022). M&S also confirmed in its completion announcement that all necessary approvals had been obtained (Marks and Spencer Group plc, 2022b). At the same time, assessment of transactions of this kind cannot stop at legal form or procedural clearance alone. It also has to return to their actual economic effects (Salinger, 2024).
Overall, the strategic significance of the Gist acquisition lies in the stronger control it gave M&S over a core part of the food supply chain. It is best understood from a long-term strategic perspective, while still being considered within the institutional boundaries of merger control and competition policy.

[bookmark: _Toc225546674]4. Financial outcomes and value creation
The acquisition has already shown fairly clear early financial benefits, but those benefits still need to be judged in the light of longer-term value creation.
In its 2023 annual report, M&S linked the transaction to an initial contribution of around £27 million (Marks and Spencer Group plc, 2023a). Later, in its 2023/24 half-year results, the company reported more than £30 million of benefits from Gist and linked them to supply chain modernisation and the recovery of food margins (Marks and Spencer Group plc, 2023b). These figures suggest that the acquisition had already begun to improve profitability.
The realisation of bottom-line synergies depends on whether the implementation path matches the original rationale of the transaction (Shijaku, Lou and Bauer, 2026). In this case, M&S first set out objectives such as removing fees, aligning processes and improving logistics control (Marks and Spencer Group plc, 2022a), and later reported margin improvement as a financial result (Marks and Spencer Group plc, 2023c).
The surplus cash explanation has limited value in this case. Cash-rich acquisitions may reflect agency problems and do not necessarily support shareholder value (Yang, Su and Zhu, 2023). By contrast, the public case for the Gist acquisition was consistently framed around logistics control, efficiency improvement, margin recovery and long-term returns, both in the original announcement and in later annual reporting (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2023a). Surplus cash is therefore better treated as a secondary background factor.
At the same time, early profit improvement does not in itself prove that the full value of the acquisition has already been realised. A proper judgement still needs to consider the capital committed to the deal, the cash flows generated afterwards and the durability of the reported gains. Short-term financial improvement may reflect the early phase of integration, whereas long-term net value depends on whether these benefits can be sustained in future operations (Kwasi Apreku-Djan et al., 2024; Shijaku, Lou and Bauer, 2026)
Overall, the acquisition has already generated visible financial gains. A stronger conclusion, however, depends on whether these gains continue to support long-term net value and are eventually translated into shareholder wealth.

[bookmark: _Toc225546675]5. Shareholders’ wealth as the final criterion
Shareholders’ wealth can be treated as the final criterion because the significance of all the earlier dimensions ultimately depends on whether they contribute to long-term value creation.
From the perspective of financial management, maximising shareholders’ wealth remains one of the core objectives of the firm. M&S’s own disclosures also repeatedly link disciplined investment to shareholder returns and long-term returns, so this criterion is appropriate in the present case (Marks and Spencer Group plc, 2023a).
At the operational level, the acquisition reduced internal friction, strengthened logistics control and improved operating performance, and this can be supported both by the original intent of the deal and by later operating evidence (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2023c). At the strategic level, it strengthened M&S’s position within the food supply chain and improved its long-term operating base in UK food retailing. This is supported both by company disclosures and by the European Commission’s framework on non-price competition (Marks and Spencer Group plc, 2023a; European Commission, Directorate General for Competition, 2024). At the financial level, there is already evidence of cost savings, margin recovery and identifiable acquisition-related gains, and this evidence appears in both annual and interim reporting (Marks and Spencer Group plc, 2023a; Marks and Spencer Group plc, 2023b). Taken together, these points suggest that the acquisition has a credible basis for shareholder value creation, and this view is reinforced by the positive link between post-merger integration capability and shareholder value growth (Kwasi Apreku-Djan et al., 2024).
Even so, shareholders’ wealth should still be understood as a dynamic outcome rather than a conclusion that can be fully proved by a small number of early figures. M&A evaluation often needs to consider both market reactions and accounting outcomes (Kiosses et al., 2025), while a favourable announcement-period reaction does not automatically settle the longer-term value question (Chowdhury and Doukas, 2026). The same caution applies here. Current evidence is strong enough to support the view that the Gist acquisition is moving in a value-enhancing direction, but a fuller judgement still depends on whether the operating and financial improvements can be sustained over time.

[bookmark: _Toc225546676]6. Conclusion
Overall, M&S’s acquisition of Gist broadly achieved its original strategic and financial objectives.
The strongest evidence lies in operational integration. The deal gave M&S fuller control over a critical logistics function, supported supply chain modernisation and reduced inefficiencies associated with the previous contractual structure (Marks and Spencer Group plc, 2022a; Marks and Spencer Group plc, 2023a). It also brought retail and logistics resources into the same framework and had already begun to translate this into improved operating performance, as shown in the reporting boundaries and post-acquisition governance changes described by M&S and Gist (Marks and Spencer Group plc, 2023b; Gist Limited, 2023).
Financial evidence also supports a broadly positive judgement. Both annual and half-year reporting linked the acquisition to visible cost savings, margin recovery and measurable performance contributions (Marks and Spencer Group plc, 2023a; Marks and Spencer Group plc, 2023b). At the same time, the strategic effects of the deal were concentrated in stronger supply chain control and an improved long-term position for M&S in UK food retailing, while diversification had only limited explanatory value (Marks and Spencer Group plc, 2022a).
Caution is still necessary because shareholders’ wealth remains a longer-term issue, and early operating and financial gains do not fully settle the question of acquisition success.
Taken together, the available evidence suggests that the acquisition strengthened M&S’s operating performance, supported profitability, improved its long-term strategic position in the UK food retail market, and provided a credible basis for stronger shareholder wealth.
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