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[bookmark: _Toc225293791]Executive summary
This article focusses on the case of Marks & Spencer's acquisition of Gist Limited in 2022 to evaluate the effectiveness of this acquisition in achieving strategic and financial goals. Analysis shows that this acquisition belongs to a vertical integration strategy. By converting the logistics system from outsourcing to internal management, it strengthens the control of the supply chain and improves the overall operational efficiency. However, in the short term, the integration cost and macro environment will bring fluctuation pressure on the profit margin. Overall, this acquisition is conducive to the market competitiveness and supply chain stability of the enterprise in the long run, but the final result still depends on the subsequent management and changes in the external environment.


[bookmark: _Toc225293792]1.Introduction
Marks & Spencer Group plc is one of the most famous retailers in the UK and an iconic enterprise in the retail industry. In 2022, Marks & Spencer Group plc announced the acquisition of Gist Limited, a British food logistics and supply chain company, for 145 million pounds (Marks & Spencer,2022). Gist Limited is a long-term logistics partner of M&S Food, which manages transportation throughout the UK.
The acquisition took place during an extremely unstable period in the British retail industry. At that time, there was a labour shortage after Brexit, as well as the impact of the global COVID-19 on the supply chain and the rise in energy prices, all of which brought uncertainty to the operating model of relying on third-party logistics (Saker-Clark,2022). Therefore, against this background, M&S decided to integrate logistics companies into internal management and manage the supply chain through vertical integration, which can improve distribution efficiency and better ensure the stability of transportation.
This report will analyze whether M&S's acquisition of Gist was successful. The report will evaluate the actual contribution of the acquisition in terms of finance and operations in combination with the relevant theories of mergers and acquisitions.

[bookmark: _Toc225293793]2.Acquisition Motivation and Theoretical Analysis
From a theoretical point of view, M&S's acquisition of Gist should be a vertical integration strategy. The transaction cost theory proposes that when there is high uncertainty in the external market environment and assets are specialized, enterprises usually choose to operate through internal management and operation instead of relying on external third parties (Williamson, 1981). The labour shortage after Brexit in 2022 has increased the instability of M&S's logistics outsourcing, and the related costs have also increased significantly. Therefore, it was decided to integrate logistics into internal management, which can strengthen the control of the supply chain and reduce related costs.

This merger and acquisition can also be seen from the Resource-Based View. The theory believes that enterprises can enhance their competitiveness by combining complementary resources. The key to the success of mergers and acquisitions lies in whether the two participating enterprises have complementary resources (Hitt et al., 2001). In this case, there is an obvious resource complementarity between M&S and Gist. M&S, as the most famous retailer in the UK, has a strong brand influence and consumer group, while Gist Limited has professional technical conditions and experience in transportation and distribution. By integrating the resources of the two, operating synergy can be formed (Larsson & Finkelstein,1999). In this way, it can optimize the distribution arrangement to improve transportation efficiency, reduce the wear and tear of food in transportation, and make consumers more satisfied. However, this acquisition is not a diversified development, but a vertical integration. M&S has not entered a new industry. It improves its core competitiveness by strengthening upstream management, not to decentralize business risks. Although the degree of diversification in this model is relatively low, this method can better enable enterprises to concentrate their advantageous resources. Including Gist Limited is more to strengthen the support for M&S food retail.

Compared with relying on internal development for expansion and growth, mergers and acquisitions often help enterprises quickly acquire new capabilities and resources. If M&S chooses to build its own logistics system, it will not only require a long-term process, but also may face risks. The acquisition can directly obtain a mature logistics system and experienced employees and teams, which can quickly improve the operational capacity. This strategy can most effectively help enterprises achieve their goals and occupy an advantageous position in the market. In today's retail industry, the distribution efficiency of the last kilometer of logistics distribution is the key to determining the operational performance of enterprises (Fernie and Sparks, 2018). After acquiring Gist Limited, M&S directly obtained a perfect logistics system, so there is no need to spend a lot of time to establish logistics facilities and teams. The integrated logistics system can significantly increase the synergy of transportation and warehousing resources, thereby improving the overall operational efficiency (Flynn et al., 2010). From the perspective of economies of scale, this acquisition can enable M&S to achieve better cost sharing through business internalization (Perry,1989). With the expansion of the scale of operation, the fixed costs of warehousing facilities, transportation equipment and information systems can be effectively shared, which significantly reduces the cost of operation. In addition, through centralized procurement and unified scheduling, M&S can further optimize resource allocation, such as reducing logistics costs by optimizing distribution paths and improving loading rates. In the long run, the acquisition of Gist will help M&S establish a more cost-advantageous and competitive supply chain system.

[bookmark: _Toc225293794]3.Operational and Financial Performance Analysis
By acquiring Gist Limited, M&S can directly manage the food supply chain, which can reduce many trivial steps and reduce the inefficiency of operations. Before the acquisition, the two parties need to go through a third-party logistics contract in the process of cooperation, which will limit the speed of decision-making and make the cost structure inflexible. The integration of ownership can reduce agency costs and improve management efficiency (Jensen, 1986). With the employees and distribution system of Gist Limited managed by M&S, the company can better coordinate the logistics situation, and the transportation route and traffic situation can be optimized in time if there is a problem. This strategic integration of logistics resources can reduce the occurrence of the bullwhip effect (Cooper and Gardner, 1993), that is to say, it can avoid inaccurate demand information, accurately know inventory and store demand information, and reduce the problem of inventory backlog and food waste.

[bookmark: _Hlk225107135]From a financial point of view, M&S uses surplus cash to acquire Gist Limited, which is regarded as an effective capital allocation method. Myers (1980) proposed that when investing, enterprises usually prioritize the use of internal funds rather than relying on external financing. Therefore, the 145 million pounds acquisition is in line with the principle of enterprises using internal resources for strategic expansion, and also reduces the costs to be paid to third-party logistics companies. However, it should also be noted that if the return on investment does not meet expectations, it may also have a certain impact on the company's cash flow, and this decision also has certain risks. The financial benefits after mergers and acquisitions often come from asset reallocation and cost structure optimization (Capron, 1999). According to the financial statements of 2023, by strengthening the control of logistics and transportation, it will face inflationary pressure. The profit margin dropped from 5.26% in 2022 to 4.32% in 2023, and profits will usually be lowered in the early stage of acquisition and integration (King et al.,2004). However, the revenue of the food sector increased by 8.7% year-on-year, from £6639.6m in 2022 to £7218m in 2023. Gross profit also increased from £3754.8 in 2022 to £4144.6m in 2023, with a gross margin increase of 10.4% (Marks & Spencer, 2023). Although the profit margin has declined in the short term, in the long run, the growth of revenue and gross margin shows that the efficiency of the supply chain is gradually improving and cost control has been effective. And with the improvement of supply chain efficiency, there is hope to reduce operating costs in the future, thus improving profitability. This proves that this acquisition has a positive impact on enterprises (Christopher,2022)

The acquisition has also increased the market power of M&S in its retail sales in the UK to a certain extent. The value chain theory proposed by Porter (2008) points out that if an enterprise controls the key links in the supply chain, it is easy to establish a competitive advantage and form entry barriers. Gist Limited must have transported goods for other retailers in the past, so after the acquisition, M&S can master the use and allocation of logistics, so as to improve operational flexibility in the face of competitors. A stable and efficient logistics system also contributes to the brand image and attracts more new consumers. From the perspective of shareholders 'wealth, The success of the merger and acquisition is judged by whether it can bring long-term value to shareholders. This acquisition will bring capital pressure in the short term, and profits will be affected to a certain extent. However, this acquisition can improve the operational efficiency and market competitiveness of the enterprise. From a long-term perspective, it helps to improve the value of the enterprise and reduce the business risks caused by the interruption of the supply chain. If mergers and acquisitions can produce obvious operational synergy, the capital market usually regards it as a positive signal, which may promote the rise of stock prices and create substantial wealth growth for shareholders, thus helping the company's stock price to remain stable in the long run. ( Haleblian, 2009)

[bookmark: _Toc225293795]4.Regulatory Framework and External Risks
Acquisitions also need to comply with the relevant provisions of the British Competition Law. In the UK, mergers and acquisitions transactions usually require regulatory inspection to ensure that transactions do not affect market competition. The core criterion of British mergers and acquisitions regulation is to assess whether the transaction will lead to a "Substantial Lessening of Competition". If there is a monopoly market after the merger and acquisition, intervention measures will be taken (Whish and Bailey, 2021). In this case, M&S's acquisition of Gist is vertical Integration and vertical acquisition can improve the operational efficiency of enterprises in many cases and will not pose a threat to the market like horizontal mergers and acquisitions (Riordan, 2005). And there are as many logistics companies and retailers in the UK, so there are still many logistics companies in the market for other retailers to choose from. At the same time, there was a cooperative relationship between the two parties before the acquisition, which is not a transaction that suddenly changes the market. Therefore, from a regulatory perspective, this acquisition is stable and compliant.

Although the acquisition has a clear motivation at the strategic level, some problems usually arise after the merger and acquisition. Whether mergers and acquisitions can create value depends on whether the two enterprises can effectively integrate the resources and management systems of both sides. Haspeslagh and Jemison (1991) pointed out that the success of mergers and acquisitions depends not only on decision-making, but also on the integration of the enterprise's organizational culture, management system and operation system. One of the important challenges is whether the differences in corporate culture will lead to conflicts. As a logistics company, Gist Limited will pay more attention to operational efficiency, distribution cost and process optimization. As a retailer, M&S will pay more attention to the brand image, product quality and customer service satisfaction of the enterprise. The difference in cultural orientation between the two may bring a little problem, so communication and management should be carried out in a timely manner, so as to reduce employees' negative emotions towards the organization. There may also be proxy problems in mergers and acquisitions. According to the agency theory, enterprise management may be more inclined to expand the scale of the enterprise through mergers and acquisitions and forget the protection of shareholder interests (Jensen and Meckling, 1976). M&S needs to prove that the 145 million is not only to expand the size of the company, but also to improve operational efficiency by integrating logistics resources to reduce agency costs.

In addition, the acquisition will also be affected by external macro-environmental factors, which can be analyzed through the PESTEL framework. Enterprises often need to consider external environmental factors such as politics, economy and society when making resource allocation and strategic decisions, because these factors will directly affect the stability and cost structure of enterprise operations (Peng et al.,2012). Just like Britain's policy has changed after Brexit, resulting in a shortage of labour, there will be a shortage of employees in logistics companies, which will also increase the difficulty of logistics transportation. Although the acquisition of Gist Limited has improved the supply chain management and transportation system, M&S still needs to pay attention to other issues. Fluctuations in energy prices and increasing labour costs will put pressure on enterprises and may even offset the advantages brought by acquisitions (Ivanov,2020).

[bookmark: _Toc225293796]5.Conclusion
In summary, M&S's acquisition of Gist Limited in 2022 is a wise decision. The integration of logistics management into internal control through vertical integration not only strengthens the control of the supply chain, but also improves operational efficiency, reduces additional costs, and enhances M&S's competitive advantage among British retailers through Gist Limited's professional technology and rich experience. Mergers and acquisitions using surplus cash have achieved a good synergy effect. The food sector can also achieve revenue growth under inflationary pressure, indicating that resource integration has brought results. However, this article also points out that mergers and acquisitions also have risks, and will also face problems in cultural differences and macroeconomic environments. Enterprises still need to pay attention to and continuously optimize their development strategies. It should also be noted that there is still some uncertainty about the long-term effect of this merger and acquisition. First of all, the integration of the supply chain takes time. If it is not managed properly, it may lead to a decline in operational efficiency in the short term. Secondly, external environmental factors will also affect, such as fluctuations in energy prices and rising labour costs, which may still put continuous pressure on logistics costs. In addition, after realizing vertical integration, although enterprises have improved their control, they have also taken on more operational risks. Therefore, M&S needs to continuously optimize its supply chain management capabilities in the subsequent development to ensure that the synergy brought by mergers and acquisitions can be played in the long term. In general, this acquisition is a key action for M&S to improve its competitive advantage, which is reasonable in terms of strategy and operation. Although the financial situation needs to be observed for a long time, in the current market environment, the transaction has still achieved the expected strategic goals and laid the foundation for its long-term development.
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