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SUMMARY

OVERVIEW OF OUR FINDINGS

1.

The Competition and Markets Authority (CMA) has found that the completed
acquisition (the Merger) by GXO Logistics, Inc. (GXO) of Wincanton plc (now
Wincanton Limited) (Wincanton, and together with GXO, the Parties), to create
the Merged Entity, has resulted, or may be expected to result, in a substantial
lessening of competition (SLC) in the supply of dedicated warehousing services to
Grocery customers in the United Kingdom (UK).

GXO submitted remedy proposals intended to address the competition concerns
we had provisionally found. Following a thorough assessment of GXO’s proposals,
including further information-gathering from GXO and third parties, we found that a
modified version of GXQO’s divestiture remedy proposal, encompassing
Wincanton’s dedicated warehousing business serving Grocery customers, would
be sufficient to restore the competition lost as a result of the Merger.

WHO ARE THE BUSINESSES AND WHAT PRODUCTS DO
THEY SUPPLY?

3.

GXO is a global contract logistics services (CLS) provider headquartered in
Greenwich, Connecticut, USA and listed on the New York Stock Exchange.
Wincanton is a British supply chain solutions company headquartered in
Chippenham, Wiltshire, which prior to the Merger was listed on the London Stock
Exchange. GXO acquired Wincanton on 29 April 2024 in a pure cash transaction.

GXO and Wincanton overlap in the supply of CLS, of which the two principal
components are transport and warehousing services. Although some customers
purchase both transport and warehousing services from a single supplier, they are
typically procured separately, and we have therefore examined competitive
conditions for each service individually.

The Parties provide CLS to a wide range of customers in the UK, although this
Final Report focuses primarily on the impact of the Merger on Grocery customers
such as Sainsburys, Waitrose and Co-op.

' See Companies House, ‘Certificate of re-registration from Public Limited Company to Private’, 19 June 2024.
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OUR ASSESSMENT

Why are we examining this Merger?

6. The CMA'’s primary duty is to seek to promote competition for the benefit of
consumers. It has a duty to investigate mergers that could raise competition
concerns in the UK, provided it has jurisdiction to do so.

7. In this case, the CMA has jurisdiction over the Merger because the turnover test is
met. The turnover test is met where the value of the turnover in the UK of the
enterprise being taken over exceeds £70 million.? The UK turnover of Wincanton
was approximately £1,445 million in 2023.

8. The CMA considered it was important to investigate the Merger given that the
Parties supply critical business services to Grocery customers in the UK. There
are over 100 dedicated warehouses used by Grocery customers in the UK and
third-party warehousing services provided to Grocery customers is estimated to be
worth nearly £1 billion in 2024. Any lessening of competition in the supply of CLS
could potentially raise input costs for Grocery customers, and in turn risk raising
grocery prices for end consumers at a time of already high food price inflation in
recent years.

What evidence have we looked at?

9. In assessing the competitive effects of the Merger, we looked at a wide range of
evidence in the round.

10. We received several submissions and responses to information requests from the
Parties, including their response to the CMA’s Phase 1 Decision and our Interim
Report, and held meetings with the Parties, including a site visit, an Initial
Substantive Meeting, and Main Party Hearing. We have considered the Parties’
submissions carefully, including detailed evidence they have provided on self-
supply, margins and bidding data.

11. We spoke to and gathered information from third parties to better understand the
competitive landscape faced by the Parties and obtain views on the impact of the
Merger. We have received evidence from the Parties’ customers, competitors and
industry consultants.

2 Section 23(1)(b) of the Enterprise Act 2002 (the Act). The £70 million threshold for the turnover test is applicable as the
Merger was completed prior to 1 January 2025, when the threshold for the turnover test was increased to £100 million.
See also Section 24 of the Act.
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WHAT DID THE EVIDENCE TELL US...

... about the extent of competition between the Parties and their rivals?

12.

13.

14.

15.

As indicated above, the evidence shows that customers typically procure transport
and warehousing services separately, and we have therefore considered
competitive conditions for each in turn. For warehousing, we have further
distinguished between shared and dedicated services: shared warehousing
refers to facilities that are made available to and used by multiple customers,
whereas dedicated warehousing refers to facilities that are used exclusively by a
single customer.

The evidence we have received shows that the Parties are two of the largest
providers of transport services, but that there are other strong competitors
including DHL, Culina and XPO. Shares of supply, bidding data and third-party
evidence show that DHL and Culina in particular compete closely against the
Parties and have competed successfully against them in several large tenders. We
found therefore that the Merger does not raise significant competition concerns in
the supply of transport services.

The evidence also indicates that there are a wide range of providers for shared
warehousing services, including national providers such as DHL, Culina and XPO,
as well as many smaller providers. The Parties have lost several tenders and
customers to these providers, and third parties have not raised concerns to us
regarding shared warehousing. We found therefore that the Merger does not raise
significant competition concerns in the supply of shared warehousing services.

In dedicated warehousing, the evidence from third parties and our bidding analysis
shows that the Parties are two of the three largest and most successful suppliers,
alongside DHL. For Grocery customers in particular, the evidence consistently
shows that GXO, Wincanton and DHL are the only providers of dedicated
warehousing services. For other types of customers, the evidence shows that the
Parties are two of the leading providers, although there are also others (such as ID
Logistics, CEVA, Arvato and Culina) that supply dedicated warehouses to such
customers and have competed successfully against the Parties in some tenders.

... about the competitive constraint from self-supply on dedicated
warehousing services?

16.

Many of the Parties’ largest customers, particularly Grocers, self-supply some of
their dedicated warehousing requirements. The Parties have submitted that there
are also examples of customers switching to self-supply their warehousing, and
that customers would have an incentive to switch in response to an increase in
prices following the Merger.



17.

18.

The views of third parties on the nature of the costs and benefits of self-supply and
outsourcing were generally consistent. The principal cost of outsourcing is the
provider's management fee, which is typically charged as a percentage of the total
contract value. Regarding the benefits of outsourcing, many customers
emphasised that providers such as GXO and Wincanton offer valuable access to
innovations and market-wide best practice (which could then be applied across
their warehousing activities), as well as expertise in introducing and implementing
significant changes to logistics arrangements.

There was a wider variety of views regarding the relative size of the costs and
benefits of outsourcing. On the basis of the evidence received, we consider that
the extent to which self-supply is viewed as a close substitute to outsourcing
varies between customers and is driven by a range of factors such as the existing
mix of self-supply and outsourcing in the network, the extent of the customer’s in-
house expertise, their attitudes towards innovation and risk and the nature of the
sites involved in each individual procurement exercise. Overall, the evidence
indicates that there are several customers who consider that self-supply is not a
close substitute for their outsourced warehouses (either generally or in specific
tenders) and the Parties are often likely to be able to identify where this is the
case. Even if these customers could switch to self-supply to mitigate an adverse
effect of the Merger, they would lose at least some of the benefits of outsourcing.

... about the overall effect of the Merger on dedicated warehousing
services?

19.

20.

21.

Based on the evidence received we found that there are sufficient competitive
alternatives in dedicated warehousing services for customers other than Grocers,
such that the Merger is not expected to result in an SLC for these customers.
Although the Parties and DHL are currently the leading providers, there are other
credible providers that have a track record and have competed successfully
against the Parties in tenders (in addition to the constraint from self-supply). We
also note that Wincanton has not won a dedicated warehousing contract for
customers other than Grocers in several years, and only a small number of these
customers expressed concerns regarding the Merger.

For Grocery customers, however, as noted above, the Parties and DHL are the
only providers of dedicated warehousing services. Whilst self-supply is viewed as
an alternative in certain circumstances, this is not the case for all Grocery
customers and tenders. This is consistent with the fact that five out of eight
Grocery customers expressed concerns to us regarding the Merger.

We found that Grocers are sophisticated buyers, and some may be able to
exercise a degree of buyer power in some circumstances. However, a customer’s
buyer power depends on the availability of effective alternatives it can switch to.



Such availability will be reduced as a result of the Merger. We also found limited
evidence of Grocers switching providers in the past or that they would be able to
effectively deploy punishment strategies (such as reducing the number of other
services they obtain from the Merged Entity outside of dedicated warehousing
services) in response to any increase in price or reduction in service quality
resulting from the Merger.

22. As part of our assessment, we have considered the key barriers to entry and
expansion in the Grocery segment, as well as competitors’ future plans. The
evidence shows that customers generally prefer suppliers with a strong track
record of providing dedicated warehousing within the relevant sector/industry.
These preferences appear to be particularly strong for Grocers, as their
warehouses store and process a wide range of products (including perishable
goods), and they are therefore risk averse when choosing suppliers. This creates
a material barrier to entry for potential competitors who do not yet have a strong
UK track record in operating dedicated warehousing for Grocery customers. Our
analysis indicated that entry by at least one new provider into the Grocery
segment is likely to occur at some stage post-Merger. However, we found it will
likely take a considerable period of time for any new entrant to expand and gain a
track record strong enough to become a credible and effective alternative to the
Merged Entity.

23. Having carefully considered all of the evidence in the round, we found that the
effect of this Merger is to combine two significant and close competitors in the
supply of dedicated warehousing services to Grocery customers, and that the
remaining constraints (provided by DHL, self-supply, customer buyer power and
future entry/expansion) will not be sufficient, either individually or in aggregate, to
outweigh the significant reduction in competition arising from the Merger. We
therefore consider that the Merger has resulted, or may be expected to result, in
an SLC in the supply of dedicated warehousing services to Grocery customers.

CONCLUSION

24. For the reasons explained in this report, we conclude that the Merger has resulted
in the creation of a relevant merger situation, and the creation of that situation has
resulted, or may be expected to result, in an SLC in the supply of dedicated
warehousing to Grocery customers in the UK.

HOW WILL WE ADDRESS THE CONCERNS WE HAVE FOUND?

25. Where we conclude that a merger has resulted in, or may be expected to result in,
an SLC, we are required to decide what, if any, action should be taken for the
purpose of remedying, mitigating or preventing that SLC, or any adverse effect
resulting from it.
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26.

27.

28.

29.

In assessing possible remedies, we first seek to identify remedies that, with a high
degree of certainty, are effective in comprehensively addressing the SLC we have
found. We then select the least costly remedy that we consider to be effective,
where appropriate taking account of any relevant customer benefits. Lastly, we
ensure that the least costly effective remedy is not disproportionate to the SLC and
its resulting adverse effects.

In order to address the CMA'’s provisional SLC, GXO proposed two alternative
potential remedies:

(@) A divestiture remedy encompassing Wincanton’s dedicated warehousing
business to Grocery customers.

(b) A sponsorship remedy proposal, which GXO indicated was its preferred
remedy, comprising a financial fund being made available to the Parties’
Grocery customers for the purposes of sponsoring the entry and expansion
of a new dedicated warehousing third-party logistics provider(s) for Grocery
customers; and contract term guarantees being offered to the Parties’
Grocery customers as an interim backstop protection.

We consulted on these remedy proposals with third parties and also held a
Remedy Meeting with the Parties. Following the Remedy Meeting, GXO submitted
amendments to its proposals including significant modifications to the sponsorship
remedy proposal, which required detailed consideration, including further
discussion with certain third parties. To enable this to occur we extended the
statutory timetable for completing the inquiry.

Having carefully assessed GXO’s amended remedy proposals, we ultimately
found that only GXO'’s divestiture remedy proposal, subject to certain modifications
(which we refer to as the Enhanced Divestiture Remedy), would
comprehensively address the SLC and its resulting adverse effects. We
considered that the modifications we identified would mitigate the risks associated
with GXO'’s divestiture remedy proposal and overcome the material uncertainties
and doubts we otherwise have about its effectiveness. We therefore concluded
that the Enhanced Divestiture Remedy would represent an effective and
proportionate remedy to the SLC and its resulting adverse effects.

WHAT HAPPENS NEXT?

30.

31.

The CMA will now take steps to implement the remedy described above and will
consult publicly on the approach to be taken.

In line with statutory requirements, the CMA will implement its remedy decision
within 12 weeks of publication of the Final Report by either accepting final
undertakings or making a final order, which may be extended once by up to six
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weeks if there are special reasons for doing so. Following the CMA either
accepting final undertakings or making a final order, the Parties will be required to

complete this divestiture transaction within the agreed timescales set out in the
Final Report.
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FINDINGS

1. INTRODUCTION

1.1 This is the Final Report of the Inquiry Group appointed to consider the acquisition
by GXO Logistics, Inc. (GXO) of Wincanton plc (now Wincanton Limited?)
(Wincanton) (the Merger).+> On the basis of the evidence to which we refer in
this Final Report we conclude that the Merger, has resulted, or may be expected
to result in a substantial lessening of competition (SLC).

1.2 The purpose of this Final Report is to provide interested parties with an
understanding of the evidence the Inquiry Group has received and considered
during the course of the investigation and the reasons for the Inquiry Group’s
findings. This includes evidence received in the phase 1 investigation and
additional evidence received in our phase 2 inquiry. When considering evidence
referred to in the CMA’s Phase 1 Decision,® the Inquiry Group has applied the
evidential thresholds that are applicable in phase 2.

1.3 We are required to prepare and publish our Final Report by 25 June 2025.7

1.4 This document, together with its appendices, constitutes the CMA’s Final Report
published and notified to the Parties in line with the CMA'’s rules of procedure.®
Further information relevant to this inquiry can be found on the CMA webpage.®

Evidence in our investigation

1.5 In conducting our investigations in phase 2, we have had access to and
considered evidence gathered during the phase 1 investigation.

3 See Companies House, ‘Certificate of re-registration from Public Limited Company to Private’, 19 June 2024.

4 0n 14 November 2024, the Competition and Markets Authority (CMA) made a reference to its Chair under section 22 of
the Enterprise Act 2002 (the Act), for the constitution of a Group of CMA Panel Members (the Inquiry Group) to
investigate and report on the anticipated acquisition by GXO Logistics, Inc. (GXO) of Wincanton plc (Wincanton) (the
Merger). GXO and Wincanton are each a Party to the Merger; together they are referred to as the Parties and, for
statements relating to the future where GXO acquires Wincanton (if the Merger was to proceed), as the Merged Entity.
The relevant terms of reference can be found on the CMA website.

On 26 April 2024, the CMA imposed interim measures on the Parties by issuing an initial enforcement order (IEO) for the
purpose of preventing pre-emptive action. On 19 June 2025, the CMA imposed an interim order (see the CMA website),
which replaced the IEO. References to IEO in this Final Report shall mean the IEO prior to 19 June 2025 and the interim
order for the period from 19 June 2025.

5 Published and notified to the Parties in line with CMA rules of procedure for merger, market and special reference
groups (CMA17), Rule 11.

6 CMA, Decision on relevant merger situation and substantial lessening of competition (Phase 1 Decision), 1 November
2024.

7 In accordance with section 39(1) of the Act, the CMA shall prepare and publish its final report within a period of

24 weeks beginning with the date of reference concerned. The statutory deadline was further extended by eight weeks
pursuant to section 39(3) of the Act (see Notice of extension of statutory period).

8 CMA17, Rule 13.

9 See: CMA website.
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1.6 In addition, during the course of our investigation we have received additional
evidence and carried out further analysis which has informed our assessment of
market definition, closeness of competition between the Parties and their
competitors, the competitive constraint from self-supply and the barriers to, and
prospects of, entry and expansion. The evidence base that we have drawn on
includes the following:

(@) We held several meetings with the Parties and their advisors, including (i) a
site visit and teach-in on 28 November 2024, (ii) an Initial Substantive
Meeting (ISM) on 9 December 2024, (iii) an Update Call on 7 January
2025, (iv) a Main Party Hearing (MPH) on 20 March 2025, and (v) a remedy
meeting on 25 March 2025.

(b) We received several detailed submissions from the Parties, including their
response to the CMA’s Phase 1 Decision,'? their responses to the ISM and
Update Call, submissions on specific issues such as self-supply and margins,
their response to the CMA’s Interim Report, '3 their two post-MPH
submissions,'* the Parties’ Remedies Form,'® their modified remedy
proposals, ' their response to the CMA’s Interim Report on Remedies
(IRR response),'” and evidence of new entry.'®

(c) We received responses from the Parties to several information requests,
including quantitative evidence on revenues, margins and bidding data.

(d) We held calls with 22 of the Parties’ largest customers (of which eight were
Grocery customers) and requested internal documents from these customers
to provide additional evidence on specific points of discussion.'® These
customers together represent over 50% of each Party’s annual revenues.

(e) We held calls with four industry consultants and seven of the Parties’
competitors.

10 Information on the purpose and content of an ISM and update calls can be found in Mergers: Guidance on the CMA'’s
jurisdiction and procedure (CMA2).

" Information on the purpose and content of MPH and update calls can be found in CMA2.

12 Parties’ response to the Phase 1 Decision, 2 December 2024.

'3 Parties’ response to the CMA's Interim Report, 12 March 2025.

14 Parties’ post-MPH submission, 28 March 2025. Parties’ second post-MPH submission, 8 April 2025.

15 GXO's 3PL Sponsorship Remedy Proposal, 5 March 2025. GXO’s Alternative Remedy Proposal, 5 March 2025. A
non-confidential summary of GXO'’s Initial Remedy Proposals was appended to the Initiation to comment on remedies
(ITCR), which was published on 7 March 2025 on the inquiry webpage.

6 GXO'’s Hybrid Remedy Proposal, 31 March 2025. GXO'’s Updated Alternative Remedy Proposal, 31 March 2025.

7 Parties’ response to the CMA’s IRR, 8 May 2025, paragraph 16.

'8 Parties’ submission on evidence of new entry to the CMA, 12 June 2025.

9 We held follow-up calls with four customers to further explore specific issues, particularly regarding self-supply.
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(f)  We received six third-party written responses to the invitation to comment on
remedies (ITCR)?° and further written responses to the Parties’ modified
remedy proposals from eight third parties.

(g) Seven of the Parties’ competitors responded to a formal request for
information (under a Section 109 Notice) concerning their future entry and
expansion plans and recent tenders that they have won.

(h) We received additional views on the Merger from nine of the Parties’ smaller
customers (via email).

(i)  We received additional views on the Merger and self-supply in response to a
request for information (RFI) from two Grocers who were not current
customers of the Parties.

20 See CMA website.
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2,

RELEVANT MERGER SITUATION

Introduction

2.1

2.2

2.3

This chapter addresses the first of the two statutory questions which we are
required to answer under section 35(1) of the Act, namely, whether a relevant
merger situation (RMS) has been created.

The concept of an RMS has two principal elements: (a) two or more enterprises
cease to be distinct enterprises within the statutory period for reference;?' and
(b) the turnover test and/or the share of supply test is met.?> We address each of
these elements in turn below.

For the reasons set out below, we consider that the Merger has resulted in the
creation of an RMS for the purposes of establishing jurisdiction; this is on the basis
that the Merger has resulted in two or more parties (namely, the enterprises of
GXO and Wincanton) ceasing to be distinct and that the turnover of Wincanton in
its most recent financial year exceeds £70 million.??

Enterprises ceasing to be distinct

Enterprises

2.4

2.5

2.6

The first element of the jurisdictional test is whether two or more enterprises have
ceased to be distinct as a result of the merger.?*

The Act defines an ‘enterprise’ as ‘the activities or part of the activities of a
business’.?% A ‘business’ is defined as including ‘a professional practice and
includes any other undertaking which is carried on for gain or reward or which is
an undertaking in the course of which goods or services are supplied otherwise
than free of charge’.6

GXO and Wincanton are both active in the supply of contract logistics services
(CLS). In the UK in their respective financial year 2023, GXO generated turnover

21 Sections 23 and 24 of the Act.

22 Section 23 of the Act.

23 Section 23(1)(b) of the Act. The £70 million threshold for the turnover test is applicable as the Merger was completed
prior to 1 January 2025, when the threshold for the turnover test was increased to £100 million. See also Section 24 of

the Act.

24 Section 23 of the Act. The Act also prescribes a time limit within which, or circumstances in which, enterprises are
treated as ceasing to be distinct (section 24 of the Act).

25 Section 129(1) of the Act.

26 Section 129(1) of the Act. See also section 129(3) of the Act.
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2.7

of approximately £2,947 million?” and Wincanton generated turnover of
approximately £1,445 million.?8

We found that each of GXO and Wincanton is a ‘business’ within the meaning of
the Act and that, accordingly, the activities of each of GXO and Wincanton
constitute an ‘enterprise’ for the purposes of the Act.

Ceasing to be distinct

2.8

2.9

2.10

The Act provides that any two enterprises ‘cease to be distinct’ if they are brought
under common ownership or common control.2°

The Merger concerns the acquisition by GXO of the entire share capital of
Wincanton. As a result of the Merger, Wincanton is now wholly under the control of
GXO. Accordingly, GXO has acquired a controlling interest in Wincanton within the
meaning of section 26 of the Act and GXO and Wincanton are under common
ownership and control.

Our conclusion is therefore that the Merger has resulted in two or more parties
(namely, the enterprises of GXO and Wincanton) ceasing to be distinct.

Turnover test or share of supply test

Turnover test

2.1

212

The second element of the jurisdictional test seeks to establish sufficient
connection with the UK on a turnover or share of supply basis.

The turnover test is met where the value of the turnover in the UK of the enterprise
being taken over exceeds £70 million.2° The UK turnover of Wincanton was
approximately £1,445 million in FY 2023. Our conclusion is that the turnover test in
section 23(1)(b) of the Act is met.

Statutory time limits

2.13

Section 24 of the Act requires that a completed merger must have taken place not
more than four months before the CMA takes its decision whether to refer the
merger to a phase 2 investigation. The Merger completed on 29 April 2024 and
was made public that day. Following a number of extensions made in accordance

27 Final Merger Notice (FMN), 5 September 2024, Table 3.
28 FMN, 5 September 2024, Table 4.
29 Section 26 of the Act.

30 Section 23(1)(b) of the Act. The £70 million threshold for the turnover test is applicable as the Merger was completed
prior to 1 January 2025, when the threshold for the turnover test was increased to £100 million. See also section 24 of

the Act.
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with section 25 of the Act, the decision to refer the Merger for a phase 2
investigation was made on 14 November 2024.

2.14  Our conclusion is that the decision to refer the Merger for a phase 2 investigation
was made within the applicable statutory time limits.

Conclusion on relevant merger situation

2.15 In view of the above, we have concluded that the Merger has resulted in the
creation of an RMS.

18


https://www.legislation.gov.uk/ukpga/2002/40/section/25

3.

3.1

COUNTERFACTUAL

In this chapter, we assess the impact of the Merger relative to the situation that
would prevail absent the Merger (ie the counterfactual).3'

Framework for assessing the counterfactual

3.2

3.3

The framework for assessing the counterfactual is set out in our Merger
Assessment Guidelines (MAGs).3? As set out in the MAGs, at phase 2 we have to
make an overall judgement as to whether or not an SLC has occurred or is likely to
occur. To help make this assessment, we will select the most likely conditions of
competition as the counterfactual against which to assess the merger. In some
instances, we may need to consider multiple possible scenarios before identifying
the relevant counterfactual (eg a merger firm being purchased by alternative
acquirers). In doing this, we will consider whether any of the possible scenarios
make a significant difference to the conditions of competition and, if any do, we will
find the most likely conditions of competition absent the merger as the
counterfactual.33

In completed mergers, the counterfactual may consist of the pre-merger conditions
of competition, or conditions of competition that involve stronger or weaker
competition between the parties to a merger than under the pre-merger conditions
of competition.®* In determining the appropriate counterfactual, we will generally
focus on changes to the pre-merger conditions of competition only where there are
reasons to believe that those changes would make a material difference to its
competitive assessment.3®

Assessment of the counterfactual

3.4

3.5

The Parties submitted that the appropriate counterfactual should be the pre-
Merger conditions. 3¢ The Parties stated that if the Merger had not occurred,
Wincanton would either have continued to operate as an independent entity, or
would have been acquired by an alternative bidder, noting that CEVA Logistics
(CEVA) had made an offer to acquire Wincanton that was recommended by
Wincanton’s board.

The Parties submitted that absent the Merger, Wincanton’s strategic priorities
would most likely have remained the same or very similar whether operating as an

31 Merger Assessment Guidelines (CMA129), March 2021, paragraph 3.1.

32 CMA129, paragraphs 3.6-3.38.

33 CMA129, paragraph 3.13.

34 CMA129, paragraph 3.2.

35 CMA129, paragraph 3.9.

36 FMN, 5 September 2024, paragraphs 135-139.
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independent entity or under the ownership of CEVA.? In this regard, the Parties
noted that CEVA’s offer documents do not make any reference to changing
Wincanton’s strategic priorities.

3.6 In light of the evidence that we have received, our view is that the appropriate
counterfactual is the pre-Merger conditions of competition. We note that this is
consistent with the Parties’ submissions and evidence presented above, and we
have not received any submissions or other evidence suggesting that the Merger
should be assessed against an alternative counterfactual.

37 FMN, 5 September 2024, paragraphs 135-137.
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4, NATURE OF COMPETITION AND BACKGROUND

4.1 This chapter sets out background information about CLS where companies like
GXO and Wincanton operate as third-party logistics providers (3PLs). In this
chapter we consider:

(@) how customers organise their CLS; and
(b) how customers procure CLS from 3PLs.

4.2 The Parties told us that CLS encompasses a wide range of supply chain-related
services which enable businesses to supply their goods to business customers
and consumers. The Parties cited sources that estimate the size of the overall
contract logistics market in the UK at over £75 billion in 2024.38 These interrelated
services include warehousing (ie the storage of goods), distribution (ie the
transport of goods), and a range of ancillary services:3°

(a) Transport services involve the movement of goods, materials and inventory
between the ‘point of origin’ and ‘point of consumption’.#° In the context of
CLS, transport includes the provision of management services (such as
planning), rather than purely standalone ‘road freight’ or ‘haulage’ services.*’
Transport includes both business-to-business (B2B) services and business-
to-consumer (B2C) services.*? B2B transport services are sometimes
classified as either primary or secondary: primary refers to distribution from
the point of origin (eg a manufacturer’'s warehouse) to a customer’s
warehouse (eg a retailer’'s warehouse), and secondary refers to onward
distribution from the customer’s warehouse to either another warehouse or a
physical store.

(b) Warehousing services include the receipt of goods, handling, storage,
inventory management, picking, packing and dispatching goods.43
Warehousing can be either shared or dedicated: shared warehousing refers
to a facility that is made available to and used by, multiple customers (and so
is typically owned or leased by the CLS supplier), and dedicated
warehousing refers to a facility that is used exclusively by a single customer
(and so is often owned or leased by that customer). Customers may choose

38 FMN, 5 September 2024, paragraphs 397 et seq. See also United Kingdom Contract Logistics Market Forecasted
Robust Growth amid E-Commerce Surge, 26 February 2024 last accessed by the CMA on 10 June 2025.

32 FMN, 5 September 2024, paragraph 142.

40 FMN, 5 September 2024, paragraphs 145.

4T FMN, 5 September 2024, paragraph 146.

42 B2C transport services include ‘final mile’ delivery (ie the delivery of goods directly to consumers, as the final stage of
the logistics chain), and ‘two-person home delivery’ (ie the transportation of goods to consumers which are either too
large or heavy to be processed through normal parcel networks). B2C transport services have not been the focus of our
inquiry, as there is limited overlap between the Parties and we understand that there are a wide range of specialist and
local couriers that provide these services (such as Evri, Royal Mail and DPD). See FMN, 5 September 2024,

paragraph 147. GXO’s response to the CMA’s s109 notice 1 dated 27 November 2024, question 5.

43 FMN, 5 September 2024, paragraph 148.
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either to procure CLS from a 3PL in respect of their dedicated warehouses
(commonly referred to as ‘outsourcing’), or, to provide such services inhouse
(commonly referred to as ‘insourcing’ or ‘self-supply’).

(c) Ancillary services can include, for instance: reverse logistics which includes a
range of inbound logistics such as returns, recycling,** tray washing, ESG
related services, and broader supply chain management services.*®

4.3 We note that the emphasis above is primarily on the services provided, rather than
the physical assets such as lorries and warehouses. We understand that the
ownership of the relevant assets varies on a contract-by-contract basis, depending
on the customer’s preferences and requirements.*® In some contracts the 3PL will
provide some or all of the relevant assets (eg for shared warehousing), whereas in
other contracts the assets will be entirely customer owned or leased. The Parties
submitted that it is common for the largest CLS customers to own or lease the
assets required to service a contract, or for the 3PL to inherit the relevant assets
from the previous provider.#” The Parties stated that over [<]% of the transport
fleets that each of GXO and Wincanton currently operate are customer-owned or
have been inherited through particular contracts, whilst [¢<]% of GXO’s (and over
[<]1% of Wincanton’s) warehousing square footage is owned or leased by the
customer.*® Our assessment of the Merger is therefore focussed primarily on the
provision of contract logistics services.

4.4 CLS is used by a wide range of businesses. Distinctions between CLS users are
sometimes made by the level of the supply chain at which they are active or the
industry sector in which they operate. In previous cases the CMA has
distinguished between the supply of CLS to retail and non-retail customers, and
this categorisation is also applied in many of the Parties’ submissions to the
CMA.#°® CLS in the retail segment (Retail CLS) involves the provision of services
to customers whose products are sold directly to consumers, such as grocers and
high street chains (eg groceries, fashion and home improvement).%° CLS in the
non-retail segment (Non-Retail CLS) involves the provision of services to
customers whose products or services are not consumer-facing, such as
automotive, construction, energy and manufacturing businesses.%' The Parties

44 Recycling & Reclamation Unit (RRU’s) involve the waste element of wider warehousing operations and are frequently
tendered and managed separately. See Parties’ response to the CMA’s Interim Report, 12 March 2025, footnote 34.

45 FMN, 5 September 2024, paragraph 149.

46 FMN, 5 September 2024, paragraph 223.

47T FMN, 5 September 2024, paragraphs 209-223.

48 FMN, 5 September 2024, paragraphs 215-218.

49 In GXO/Clipper for example, the CMA stated that it did not consider that it would be appropriate to aggregate the
supply of CLS to retail customers with the supply of CLS to other customers (GXO/Clipper, Phase 1 Decision, 4 October
2022, paragraph 36).

50 FMN, 5 September 2024, paragraph 287.

51 FMN, 5 September 2024, paragraph 367. Non-Retail CLS does not include the supply of CLS to life sciences or
aerospace and defence customers, which the CMA considered to be separate markets in its phase 1 assessment,
finding no plausible competition concerns. CMA, Phase 1 Decision, 1 November 2024, paragraph 26. We have not
received evidence in phase 2 to indicate that we should assess the impact of the Merger on either life science or
aerospace and defence customers.
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refer to the supply of CLS to both retail and non-retail customers as Mainstream
CLS.%2 As we set out in Chapter 6, due to the overlaps between the Parties, our
competitive assessment encompasses particular subsets of CLS, namely
warehousing and transport, and within these, Retail and Non-Retail customers.
The focus of our competitive assessment is a specific subset of warehousing
services for a specific subset of Retail customers, namely dedicated warehousing
services to Grocery customers. We therefore focus on this type of service and
group of customers in the rest of this Chapter, although some of the features
discussed also apply to other types of services and customers. For the purposes
of this Final Report, we define Grocery customers (or Grocers) as the national
supermarket chains in the UK.

Logistics arrangements of customers

4.5

4.6

We understand from the evidence we have gathered that CLS are important inputs
for many customers. The functioning of a customer’s supply chain is critical to
serving its own customers and for some customers CLS can represent one of their
largest costs. In the case of Grocers, 3PLs need to ensure that products are
always ‘on the shelf’ in supermarkets as disruptions in logistics services may not
only lead to empty shelves but loss of custom and long-term impacts on a Grocer's
reputation. When products are perishable (eg, certain fresh produce) they may
need to be destroyed if not delivered on time.5 We understand that, for these and
other reasons, Grocers are risk averse and have a very low tolerance for
underperformance or failure in their logistics set-up. For example, a grocer told us
that empty shelves in stores even for a handful of days would be ‘brand
damaging’.%* Another Grocer mentioned ‘Grocery customers’ risk averse nature’.%®
The Parties also told us that larger customers have a strong incentive to ensure
3PL competition remains strong to avoid a situation where they are reliant on one
3PL and cannot operate (for example, where a 3PL is the exclusive provider of a
customer’s logistics and the business continuity risk is high if a force majeure
event were to occur).% We consider some of these characteristics again in our
competitive assessment and the section on barriers to entry and expansion below.

As set out above, CLS consist of a range of different services (eg warehousing,
transport and certain ancillary services). The Parties have provided examples of
customers who procure these services from a single 3PL, multiple 3PLs, self-
supply, or a combination of these.>’

52 FMN, 5 September 2024, paragraph 15.

53 See also: Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.12(b); Third party call note; and
Third party call note.

54 Third party call note.

55 Third party call note.

56FMN, 5 September 2024, paragraph 159.

57 See for example the Parties’ overview in Parties’ response to the Phase 1 Decision, 2 December 2024, Annex 001..
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4.7 Customers differ in their views about whether to outsource and, if they do, the
extent to which they outsource, as well as whether they split or combine different
logistics services. For instance, one Grocer told us that they prefer to use the
same 3PL for dedicated warehousing and transport®® whereas others told us that
they would consider splitting services between providers, and that some Grocers
already do s0.%° We also understand that the views of a particular customer can
change over time as their circumstances change.®® Where relevant, different
approaches adopted by different customers are discussed in more detail in our
competitive assessment. As we explain there, some of the main benefits of
outsourcing CLS to a 3PL include access to innovations and best practices, and
expertise in introducing and implementing changes to logistics arrangements.

4.8 Grocery customers can have many distinct logistics needs. Some customers have
contracts with one or more 3PLs for the operation of one or more distribution
centres (warehousing contracts) and one or more transport contracts for the
movement of goods between distribution centres and from distribution centres to
retail outlets.®! In addition to these substantial contracts, customers can also have
smaller contracts, for example for temporary or niche activities.®?

4.9 The use of more than one 3PL by a customer does not necessarily imply that
these 3PLs were competitive alternatives to each other when the respective
services where procured. Different 3PLs may be better able to meet different
requirements of the same customer. For example, one Grocer uses [$<].%% Another
Grocer uses a different 3PL for its [¢<] store network.*

4.10  We understand that Grocers tend to consider their warehousing and related
logistics requirements holistically and that each Grocer tries to optimise its logistics
network as a whole rather than consider each component in isolation. A third party
told us that decisions to outsource to a 3PL are usually taken before procurement
exercises to select a particular 3PL are undertaken.®® However, we have also
seen instances where customers retain and compare the option to self-supply
against 3PLs’ offers during the procurement exercise, suggesting that they remain
open to insourcing instead.%¢

58 Third Party call note.

59 Third party call note; Third party call note; and Third party call note.

60 |SM transcript, pages 19-20; and MPH transcript, page 16.

61 See for example the Parties’ overview in Parties’ response to the Phase 1 Decision, 2 December 2024, Annex 001.
For an example of a customer’s warehousing and transport setup, see Third party call note.

62 Several contracts in the Parties opportunities data reference opportunities for temporary storage solutions and ‘Tray
wash’ services eg tender names in GXO’s opportunities data include ‘[<], ‘[T, <7, ‘[<], ‘[¢<]’; and tender names in
Wincanton’s opportunities data include ‘[¢<] and ‘[¢<]. FMN, 5 September 2024, Annexes 027-028.

63 Third party call note.

64 Third party response to the CMA’s RF| dated 24 March 2025.

65 Third party call note.

66 One Grocery customer told us it treats self-supply as an alternative bid; one Grocery customer told us [¢<]; and one
Grocery customer told us it leveraged its option to self-supply when negotiating with 3PLs. Third party call note; Third
party call note; and Third party call note.
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4.1

412

4.13

The Parties told us that there are over one hundred dedicated Grocery
warehouses in the UK of which roughly [30-40]% are outsourced (ie operated by a
3PL) and [70-80]% are insourced (ie self-supplied).®” Due to the presence of self-
supply, it is difficult to estimate the value of the services provided. However, based
on revenue information of the Parties and their competitors, we estimate that the
value of the outsourced segment of dedicated Grocery warehousing services in
2024 was around £769 million (see Table 6.5).

Grocers sell a range of different products, including food and non-food items, and
this will be reflected in their logistics requirements. There are dedicated
warehouses for food products and some, but not all, customers have separate
warehouses for temperature controlled, frozen, and ambient products.®® There are
also often separate, dedicated warehouses for certain products that Grocers sell;
some are for specific products (eg clothes or dutiable goods such as alcohol and
tobacco),® and others are for a range of different non-food products (eg ‘general
merchandise’).”” Some customers told us that they use different warehouses
depending on the speed of inventory turnover, eg separate warehouses for fast- or
slow-moving products.”?

We consider that Grocers have a unique combination of requirements that apply
across all of their warehousing and related logistics, and this sets them apart from
other customers. We discuss these in more detail in Chapter 6.

Procurement

Invitations to tender

4.14

4.15

We understand that Grocers commonly undertake multi-stage procurement
exercises involving bidding processes when they tender for outsourced CLS.
These exercises are commonly followed by bilateral negotiations with very few,
sometimes only a single 3PL."2

We understand that the offers 3PLs make to customers are bespoke to each
tender. A 3PL’s bid in a particular tender exercise is very likely to differ in both
technical and financial terms from any other 3PL’s bid. This is because the
logistics services that customers procure comprise many different elements

67 Parties’ response to the CMA’s Interim Report, 12 March 2025, Annex 003.

68 See Parties’ response to the CMA's Interim Report, 12 March 2025, Annex 003. For an example of a customer's
warehousing and transport setup, see Third party call note.

69 See for example: Third party call note.

70 parties’ response to the Phase 1 Decision, 12 March 2025, Annex 003 in which we could identify [6<] of [<]
warehouses as being for general merchandise (some with additional product lines).

71 See for example: Third party call note; and Third party call note.

72 See Parties’ site visit presentation, 28 November 2024, slide 16. A consultant described the process when it is
conducting it on behalf of a customer, see: Third party call note.
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4.16

417

including, for example, various service levels and financial terms.”3 In addition,
because the prices and other terms are negotiated individually, 3PLs can engage
in price discrimination across customers. The ability of a customer to negotiate
with 3PLs will affect the terms achieved. One customer told us that it is not
possible to determine whether the terms the customer secures with its 3PLs are
better or worse than those of other customers, as it has no visibility into how
others negotiate.”* We found that there is significant variation in contract-level
margins between customers even between different contracts of the same
customer (see Appendix E).

We note that switching CLS services entails risks and that many Grocers are risk
averse. Some customers may therefore prefer to re-negotiate with incumbent
3PLs rather than switch.”® Based on the evidence we have gathered, procurement
exercises by Grocers for dedicated warehousing contracts and switching are
relatively infrequent.”®

We understand that the procurement exercises Grocery customers undertake are
costly both for customers and 3PLs.”” These exercises can run over extended
periods (several months), and can involve site visits and detailed presentations.’”®
A 3PL told us that it declines to take part if they can identify that a customer is
running a benchmarking exercise to compare their existing operations with offers
from other 3PLs rather than intending to change suppliers.”®

73 We requested Wincanton’s Grocery contracts currently in force (Wincanton internal document, annex ‘[¢<]’ to
Wincanton’s response to the CMA’s RFI dated 4 April 2025; Wincanton internal document, annex ‘[¢<]’ to Wincanton’s
response to the CMA’s RFI dated 4 April 2025; and Wincanton internal document, annex ‘[¢<]’ to Wincanton’s response
to the CMA’s RFI dated 4 April 2025) and characterise these as complex. The Parties told us that certain Grocery
customers have an overarching Master Services Agreement (MSA) which contains separate Statements of Work (SOW)
for each dedicated warehousing service (see GXO’s Updated Alternative Remedy Proposal, 31 March 2025, footnote 6).
We found in these documents detailed stipulations on, amongst others, a range of service levels, health and safety
outcomes, and financial performance which indicate that there is a very large number of parameters in which 3PLs’
proposals may differ.

74 Third party call note.

75 See for instance: Third party call note: ‘The Customer reiterated that it would always worry about uncertainty, transition
and change’; and Third party call note.

76 Two Grocers have not switched between different 3PLs for any dedicated warehousing services since 2015; one
Grocer since 2018; two Grocers since 2020 or at least 2020; and one Grocer since 2023 (Third party response to the
CMA’s RFI dated 24 March 2025; Third party call note; Third party response to the CMA’s RFI dated 24 March 2025;
Third party response to the CMA’s RFI dated 24 March 2025; Third party response to the CMA’s RFI dated 24 March
2025; and Third party internal document, annex to response to the CMA’s RFI dated 26 March 2025). A 3PL also told us
that warehousing tenders for the large Grocers do not come up very often. Third party call note. Another 3PL told us that
it observes long partnerships between Grocery customers and 3PLs of 20 and more years (Third party call note).

7 See for example: Third party call note. See also: Third party call note, mentioning data packs that customers put
together and that 3PLs have to understand.

78 Parties’ site visit presentation slides, 28 November 2024, slide 16. The Parties also provided customer-facing
presentations for prospective customers in response to the CMA’s s109 notice 1 dated 27 November 2024, question 16.
For site visits see for example: Third party call note; and Third party call note.

79 Third party call note.
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Assessment of bids

4.18 When customers tender CLS, they tend to adopt a balanced scorecard approach
to evaluating the offers from 3PLs.8 The evidence we obtained from customers
indicated that customers have different preferences regarding different elements of
3PLs’ offers (ie they tend to use different criteria in the balanced scorecards and
attach different weights to these criteria). Examples of criteria include commercial
terms and innovation.8! This may lead 3PLs to face some uncertainty about a
customer’s exact preferences.

Contracts

4.19  We consider the following features of 3PL contracts as being relevant for our
competitive assessment:

(@)

First, contracts can be on an ‘open book’ or ‘closed book’ basis. This
determines which contract party bears the risk of input price rises. In an
‘open book’ contract, the customer will have visibility over the input costs and
bear the risk of cost increases. Customers also have the ability to benchmark
input costs when procuring open book contracts. We understand that the
scale of larger 3PLs may give them a price advantage over their customers
and smaller 3PLs for inputs (eg, staff, fleet and equipment).82 Customers will
then pay an additional ‘management fee’ (over and above the input costs) to
the 3PL. In a ‘closed book’ contract, the risk of input cost increases remains
with the 3PL as the customer pays an agreed total price for the contract
(typically in instalments) without visibility of (or ability to benchmark) the input
costs or management fee components. The Parties told us that ‘open book’
contracts are widespread, especially for dedicated warehousing.®3

Second, contracts can contain gainshare, bonus-malus, or underwrite
clauses. We understand that these are frequently used in dedicated Grocery
warehousing contracts. A gainshare clause determines how a 3PL and its
customer share any cost savings which go above and beyond an agreed
level. An underwrite is a commitment by the 3PL to deliver a certain value of
efficiency gains.8 The gainshare can change over the duration of the
contract and depending on the nature of the efficiency gains. Bonus-malus
clauses impose a financial penalty that reduces the amount payable to a 3PL

80 A consultant described the process in detail, see: Third party call note, and see for example Third party internal
document, response to the CMA’s RFI dated 6 March 2025.

81 We requested tender evaluation documents (eg scorecards) from a number of Grocery customers and found that
these were all different from each other in the criteria with which bids were evaluated and in the weights (if any) that were
attached to each criterion (Third party internal document, response to the CMA’s RF| dated 6 March 2025; and Third
party internal document, response to the CMA’s RFI dated 6 January 2025).

82 See for example: Third party call note; and Third party call note.

83 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraphs 2.3 and 2.22.

84 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.16(c) and Parties’ post-ISM proactive

submission to the CMA, 5 January 2025, paragraph 2.3(b-c).
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if certain events stipulated in a contract occur (eg not meeting certain key
performance indicators).8> We understand that 3PLs compete with each
other and seek to win customers’ business not only by offering them a better
deal in terms of a lower headline price and better commercial terms but also
by offering to take on more risk and to deliver higher cost savings.

(c) Third, there are additional elements which can form part of a 3PL’s offer, for
instance: offering to roll out new technologies (eg automation systems) or
implement other innovations and/or best practice; the experience of the staff
managing the contract; or a 3PL’s ability to offer additional flexibility (eg by
accommodating and adapting to peaks and troughs in the warehouse
capacity required by a customer).8 We consider that a 3PL’s ability to offer a
particular customer ‘access to innovation’ is likely to be a function of the
number and variety of other sites which that 3PL is also serving. This is
because greater scale and variety provide broader and deeper scope to
experiment with new technologies and practices and to obtain insights on
what yields the best results. Different 3PLs will have different combinations of
sites, and so may develop different approaches to innovation which they will
be able to share amongst their existing customers and propose to
prospective customers.

85 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.16(a)-(b) and Parties’ post-ISM proactive
submission to the CMA, 5 January 2025, paragraph 1.4(c).
86 Third party call note; Third party call note; and Third party call note.
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5.

MARKET DEFINITION

Framework

5.1

5.2

5.3

Where the CMA makes an SLC finding, this must be ‘within any market or markets
in the United Kingdom for goods or services’.8” An SLC can affect the whole or
part of a market or markets.

Market definition provides a framework for assessing the competitive effects of a
merger. The assessment of the relevant market is an analytical tool that forms part
of the analysis of the competitive effects of the merger and should not be viewed
as a separate exercise.® The boundaries of the market do not determine the
outcome of the analysis of the competitive effects of the merger, as it is
recognised that there can be constraints on merging parties from outside the
relevant market, segmentation within the relevant market, or other ways in which
some constraints are more important than others. We have taken these factors
into account in the competitive assessment.

Product market definition starts with the relevant products of the merger firms. In
identifying what other significant competitive alternatives should be included in the
relevant market, we pay particular regard to demand-side factors and also
consider supply-side factors.8?

Product market

Introduction

5.4

5.5

The Parties overlap in the supply of CLS.®° As set out in Chapter 4 above, CLS
can be considered as consisting of two principal components, namely transport
and warehousing services. Further distinctions can be made within warehousing
services, on the basis of whether the warehouse is dedicated or shared
warehousing and on the basis of the type of customer.

This chapter is structured as follows. We first present the Parties’ submissions on
market definition, in which they propose that the relevant market is for Mainstream
CLS services, covering both Retail and Non-Retail customers. In light of these
submissions, we consider whether it is appropriate to define product markets
based on customer segmentations, namely (i) Retail and Non-Retail customers,
and (ii) Grocery customers (and whether to also distinguish between food and
non-food warehouses for Grocery customers). We then consider whether each of

87 Section 35(1)(b) of the Act.
88 CMA129, paragraph 9.1.

89 CMA129, paragraph 9.6.
% FMN, 5 September 2024, paragraph 142.
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(i) transport and warehousing, and (ii) shared and dedicated warehousing,
constitute distinct product markets. Finally, we consider whether the self-supply
of CLS by customers (also known as insourcing) forms part of the relevant
market(s).

Parties’ submissions

5.6

5.7

5.8

The Parties submitted that there is a single market for Mainstream CLS. The
Parties stated that there is a high degree of supply-side substitutability within
Mainstream CLS, which is sufficient to support a finding that there is one market
for Mainstream CLS, covering all industry sectors (including those in both Retail
and Non-Retail). The Parties stated that the strong supply-side substitutability in
Mainstream CLS is driven by the following key factors: (i) the assets required to
provide CLS services in different sectors are very similar; (ii) 3PLs can readily
acquire any necessary assets; and (iii) customers can and do easily switch
providers.®'

The Parties further stated that in their experience, Mainstream CLS is customer
specific, rather than sector or product specific, as services are tailored to meet the
requirements of each individual customer, irrespective of the sector in which they
operate. The Parties submitted that this is consistent with the fact that the maijority
of major 3PLs offer services to both Retail and Non-Retail customers.®?

During our phase 2 investigation, the Parties submitted that there are certain
features of Grocery customers that distinguish them from other CLS
customers.®? The Parties stated that the size of Grocery customers sets them
apart from other customers, both in terms of total CLS expenditure and individual
contract sizes.®* The Parties also provided the following list of distinct logistics
requirements of Grocery customers: (i) temperature controlled products, (ii) high-
labour and low automation warehouses, (iii) frequent, time dependent deliveries
that must be made within tight windows, (iv) a wide range of retail stores of
different formats, (v) a variety of SKUs with different characteristics and high
velocity turnover, and (vi) frequent peaks and troughs in demand.®® In a later
submission, the Parties submitted there is an overlap in the features, requirements
and innovations of different customer groups including between food
manufacturers’ warehouses and other upstream warehouses in the Grocery
supply chain.%

91 FMN, 5 September 2024, paragraph 270.

92 FMN, 5 September 2024, paragraph 271.

93 As stated in Chapter 4, we define Grocery customers (or ‘Grocers’) as national supermarket chains. The Parties did
not indicate whether they consider that Grocery customers should be treated as a separate market.

9 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 1.6 (b).

9 Parties’ ISM presentation, 9 December 2024, slide 9.
9 Parties’ response to the CMA's Interim Report, 12 March 2025, paragraph 36(a).
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5.9 The Parties submitted that self-supply should be assessed as an in-market
constraint, especially when focussing on the Grocery segment, because self-
supply is the dominant solution in this segment used by [0-10] out of 10 Grocers
for [70-80]% of dedicated Grocery warehouses in the UK, with substitution
occurring in both directions.%”

Our assessment
Customer segmentation

Retail and Non-Retail customers

5.10 Based on the evidence we have received, we found that there are many different
customer segmentations used within the industry, with varying frameworks and
definitions. In our calls with third parties for example, some have referred to
customers based on their position in the supply chain (such as manufacturers and
retailers), while others have focussed on specific industries or ‘verticals’ (such as
grocery, ‘consumer’, or ecommerce).%

5.11  The evidence shows that each customer’s logistics arrangements are unique,
meaning that there is significant variation in customer requirements and
preferences even within a given industry. All customers vary for example in terms
of the specific products that require handling and processing, the number and size
of their warehouses, and (partly as a result) the type of technology and automation
used within those warehouses.®® Contracts and prices are also individually
negotiated with each customer (see Chapter 4), and 3PLs’ margins vary between
customers even within the same industry (see Appendix E). On this basis, we do
not consider that it is appropriate to define product markets based on customer

type.

5.12 Regarding the Retail and Non-Retail segments, we note that these are broad
terms, each covering many industries and there are some customers that do not fit
neatly into either category. We do not consider that these are well-defined
markets.'® For example, non-retail food manufacturers and ‘fast moving
consumer goods’ (FMCG) customers may share a number of the requirements of

97 Parties’ response to the CMA's Interim Report, 12 March 2025, paragraph 36(b).

98 Throughout this Final Report, we use the term ‘segment’ only when referring to the categories/segmentations used in
our competitive assessment, ie Retail, Non-Retail and Grocery customers. We use terms such as ‘industries’ and
‘sectors’ when referring to more general customer categories (eg those used by third parties such as ‘fashion’ or ‘home
improvement’).

9 For example, the Parties have provided details on the warehouses of GXO'’s largest customers, which shows
significant variation in the number of warehouses used by different customers, even amongst Grocers. Frontier
Economics, The competitive threat posed by insourcing and mixed sourcing — an updated submission prepared for the
CMA, 14 January 2025, Annex A.

100 Some companies are primarily manufacturers/suppliers for example but also make some direct sales to end-
consumers (ie primarily B2B suppliers, but with some B2C sales). There are other companies (such as [¢<]) that do not
directly supply end-consumers but are active in the same industry/vertical as those that do (such as [<]).
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Grocery customers, such as a need for ambient and frozen warehousing and
storage of high frequency products with a short shelf life.’® However, in contrast
to Grocers, there may be (i) significantly fewer individual products concerned, (ii)
less variety in product characteristics (eg size, weight), or (iii) larger lots of
products to be prepared for delivery to fewer destination sites. In addition, the
(Non-Retail) food manufacturers we spoke to listed a larger set of credible 3PLs
than Grocery customers despite their overlap in requirements. %2

5.13 Nonetheless, we consider that distinguishing between Retail and non-Retail
segments may still be useful for the purposes of our competitive assessment. In
particular, the evidence shows that conditions of competition are different in the
two segments, with the Parties’ shares of supply and tender overlaps being lower
in the Non-Retail segment (see Appendices A and B). This is driven in part by the
fact that the Non-Retail segment covers a diverse range of customers, some of
which (such as telecoms and petroleum companies) have unique requirements
that do not give rise to a meaningful overlap between the Parties, and/or are
served by specialist suppliers.'03

5.14  We note further that the Parties’ largest customers are overwhelmingly in the
Retail segment, and therefore much of our evidence base relates to these
customers. [10-20] of GXO’s (and [10-20] of Wincanton’s) largest 20 customers
are in the Retail segment and Retail customers account for [<] of their total
revenues. 04

5.15 Therefore, whilst we do not consider that there are separate markets for Retail and
Non-Retail customers, the evidence shows that there are differences in the
requirements of customers in these segments and in the set of credible 3PLs that
serve them. We consider that these factors are relevant to our analysis of
closeness of competition between different suppliers, and we have taken this into
account in the competitive assessment below, including at times segmenting
between Retail and Non-Retail customers in our analysis.

Grocery and non-Grocery customers

5.16  Regarding Grocery customers, we have received evidence from the Parties and
some third parties that there are certain features and requirements that distinguish
Grocers from other customers. One Grocer for example noted the difficulty of
automation in warehouses such as its own (referred to as ‘large scale pick
operations’) compared to other businesses such as ecommerce.’® An industry

101 Third party call note; and Third party call note.

102 A customer listed six credible suppliers for its warehousing needs (Third party call note); and [$<] and [¢<] listed four
credible suppliers (Third party call note; and Third party call note).

103 See for example: Third party call note; and Third party call note.

104 CMA analysis based on 2023 data provided by the Parties. GXO and Wincanton responses to the CMA’s s109
notice 1 dated 27 November 2024, question 6.

105 Third party call note.
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consultant emphasised that providing CLS for Grocery customers is a ‘massive
undertaking’, requiring a big space for warehousing and experienced staff to run it
smoothly.' Another Grocer stated that the main difference between food and
non-food retail lies in temperature control and compliance with relevant
regulations.'®” The Parties submitted that there is a heightened risk and cost of
failure for Grocers due to the perishable nature of the goods.%8

5.17 In addition, many third parties referred to ‘Grocers’ or ‘food retail’ as specific
segments, and this is also reflected in some of the internal documents that we
received from competitors.'%?

5.18  Whilst we do not consider that Grocery customers constitute a separate product
market (for the reasons set out at paragraph 5.11 above), the evidence indicates
that there are certain characteristics that distinguish the requirements of Grocery
customers from others, which may be relevant for our assessment of closeness of
competition between suppliers. We take this into account in our competitive
assessment and distinguish between Grocery and non-Grocery customers where
relevant.

5.19  We also note that some Grocers ([<], [¢<], [¢<], and [<]) procure warehouse
services in relation to non-food products (such as for clothing and general
merchandising).'? In view of the limited available evidence regarding the extent to
which competitive conditions differ between such non-food warehouses and food
warehouses for Grocery customers, we have not drawn any market segmentation
between them, but have taken into account the distinction where relevant in our
competitive assessment for the analysis of the closeness of competition between
different suppliers.'"

106 Third party call note.

07 Third party call note.

108 parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.12.

109 For example: Third party call note; Third party call note; and Third party internal document response to the CMA’s
s109 notice dated 19 December 2024.

10 parties’ response to the CMA'’s Interim Report, 12 March 2025, Annex 003. We refer to such warehouses as ‘non-
food’ warehouses, and warehouses containing food products as ‘food’ warehouses. However, we note that the distinction
between them is not always clear cut as some warehouses can contain both types of products. For example, one Grocer
noted that it ‘has national hubs which deal with general merchandise and slower moving grocery lines’ (Third party call
note). This appears to be confirmed by Wincanton’s contract with that customer which refers to general merchandise
(see Wincanton internal document, annex ‘[é<] to Wincanton’s response to the CMA’s RFI dated 4 April 2025, page 17.)
for a site that the Parties classified as a food warehouse (see Parties’ response to the CMA’s Interim Report, 12 March
2025, Annex 003. The Parties also showed us a Grocer’s warehouse that contained both food and non-food products at
the site visit (Site visit and teach-in held on 28 November 2024 at [<]).

"1 For completeness, we note that there are two types of warehouses used by Grocery customers that we have not
taken into account in the competitive assessment of theory of harm 3 (TOH 3) (supply of dedicated warehousing
services): (i) Recycling and Reclamation Units (RRUs) and (ii) B2C grocery ecommerce sites. Wincanton is not active in
relation to RRUs and the Parties provided evidence that RRUs are frequently tendered and managed separately by a
different 3PL from other warehousing operations for Grocery customers with a broader set of credible competitors
(Frontier Economics, The competitive threat posed by insourcing and mixed sourcing — an updated submission prepared
for the CMA, 14 January 2025, paragraph 46 and footnote 25). This is also supported by third-party evidence (see for
example: Third party call note). B2C grocery ecommerce sites are used by Grocery customers to fulfil grocery orders (for
food and non-food products) for direct delivery to end consumers (also known as ‘dark warehouses’). However, we are
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5.20

5.21

5.22

5.23

5.24

In summary, we do not consider that it is appropriate to define separate markets
based on type of customer, although we recognise that there are some differences
between Retail and Non-Retail customers, Grocery and non-Grocery customers,
and potentially also food and non-food warehouses for Grocery customers, that
are relevant when analysing closeness of competition. We distinguish between
these segments where relevant in our competitive assessment.

Transport and warehousing

Although transport and warehousing services are used to meet different customer
requirements, and are therefore not close demand-side substitutes, we have
considered whether it may be appropriate to treat them as a single product for the
purposes of our investigation. This would be the case, for example, if customers
typically purchase them as a single bundle.

The evidence overall indicates that the advantages of bundling the two services
are limited, and customers generally procure them separately. The Parties
submitted that [¢<] of their largest Retail customers have a different mix of 3PLs
between their transport and warehouse contracts, and this is consistent with the
third-party evidence we have gathered.''? Further, those customers that told us
there were advantages in procuring the two services together stated that they
would be prepared to use different suppliers depending on the offers received, and
in two instances had recently done so.'3

The evidence therefore shows that customers generally view transport and
warehousing as distinct services, and many customers procure them individually.
As the two services are not close demand-side substitutes, we consider that they
are separate product markets. We note for completeness that supply-side
conditions also vary considerably, as set out in Chapter 6 below.

Shared and dedicated warehousing

The evidence we have received indicates that shared and dedicated warehousing
are not close demand-side substitutes in general. In particular, our understanding
is that shared warehousing has two principal demand drivers: '

(@) Small volumes: if customer’s volumes are too small to require a dedicated
warehouse, the customer can rent space in a shared facility (typically owned
or leased by the 3PL) and split the overhead costs with other customers. We

not aware of any 3PLs operating these sites as ‘dedicated’ warehouses for Grocery customers, but only as shared
warehouses, and therefore they fall outside the scope of TOH 3 (Parties’ response to the CMA’s RFI of 30 May 2025, 3
June 2025, paragraphs 1.2-1.5).

2 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 4.30.

"3 Third party call note; and Third party call note.
"4 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraph 6.7.
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5.25

5.26

5.27

5.28

5.29

understand that shared facilities are sometimes also used by larger
customers for low volume products that require specialist handling.

(b) Peak demand: during periods of high demand, customers can make use of
shared warehousing on a short-term basis. The Parties submitted that this
would typically be for a period of several months. 15

The evidence shows that shared warehousing is a more cost-effective solution for
small and variable volumes, as costs are shared across multiple users. Many
customers simply do not operate at the necessary scale to require a dedicated
facility, and therefore rely on the warehousing facilities (and equipment) provided
by 3PLs.™16

For many larger customers, it is more efficient to use a dedicated facility that is
tailored to their specific needs. One customer told us that a dedicated facility is
essential due to its specific requirements, but the challenge is finding a sufficiently
large property for servicing a large number of stores.'"” As mentioned in

Chapter 4, large customers typically own or lease dedicated warehousing facilities
directly.

On the basis of the evidence above, we do not consider that shared and dedicated
warehousing are close demand-side substitutes in general (albeit they may be in
specific instances), and therefore consider that they are distinct product markets.

Self-supply

As set out above, the Parties submitted that self-supply should be assessed as an
in-market constraint, especially when focussing on the Grocery segment, because
self-supply is the dominant solution in this segment, with substitution occurring in
both directions.’'® We also note that the Parties made several detailed
submissions regarding the importance of self-supply, and we have carefully
considered all of these, including their small but significant non-transitory increase
in price (SSNIP) analysis (see Appendix C).

Whilst all Grocers — [<] — self-supply at least one dedicated warehouse, a
Grocer’'s mix of insourced and outsourced sites reflects a variety of considerations,
and this does not directly address whether self-supply poses a competitive
constraint on outsourced sites (see paragraphs C.8 and C.9 in Appendix C).
Furthermore, whilst there are examples of Grocers taking the Parties’ sites
inhouse (with known contract value of £10 million or higher), there were none in
the last three years and [¢<] the Grocers that currently outsource ([¢<] out of [¢<])

"5 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraph 6.7.
"8 Third party call note.

"7 Third party call note.

18 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraph 36(b).
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5.30

do not have any examples of bringing outsourced sites (with a known contract
value of £10 million or higher) inhouse since 2015 (see paragraphs C.11 and C.12
in Appendix C). We consider switches from outsourcing to insourcing more
pertinent than switches from insourcing to outsourcing, to understand the
constraint of self-supply on outsourced sites. Finally, the evidence shows that the
constraint from self-supply varies significantly between customers, and where
customers do choose to self-supply, it is to serve their own requirements only.""9

Overall, we consider self-supply is not in the relevant market. However, we
recognise that self-supply is an important out-of-market constraint, and a critical
aspect of our investigation. We consider the evidence on self-supply in detail
below in our competitive assessment (Chapter 6) and our analysis of
countervailing factors (Chapter 7).

Conclusion on the product market

5.31

In light of the analysis above, we conclude that each of (i) transport, (ii) shared
warehousing, and (iii) dedicated warehousing services are separate markets.

Geographic market

5.32

5.33

5.34

As with product markets, the CMA'’s focus in defining geographic markets is on
demand-side factors and identifying the most important competitive alternatives to
the merger firms.'?° The CMA may consider evidence such as information on the
competitive performance of firms across different geographic areas, information on
differences in pricing and other parameters across geographic areas, product
characteristics such as perishability, and the views of market participants.

The Parties submitted that a UK national geographic market is most appropriate in
this case, because (i) customers typically source CLS on a national basis, even
where operations may be based in a specific region, (ii) most 3PLs regularly
supply CLS across the UK, (iii) 3PLs’ pricing does not depend on the customer’s
location, and (iv) 3PLs advertise their services on a national or broader level. 12’

Our view is that the evidence supports the Parties’ submission that there is a UK
national geographic market. We understand that there are some local dimensions
to competition, due for example to the presence of regional transport hauliers and
local providers of shared warehousing. However, we have not received any
evidence that conditions of competition materially or systematically vary across

9 For the reasons set out in Appendix C, we also do not consider that the SSNIP analysis submitted by the Parties is
informative for the purposes of market definition, and we note that the Parties did not submit this evidence in relation to
market definition.

120 CMA129, paragraph 9.13.

21 FMN, 5 September 2024, paragraph 341; and Parties’ response to the CMA'’s Interim Report, 12 March 2025,
paragraph 34.
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local areas within the UK. As submitted by the Parties, the evidence also shows
that their customers typically source CLS (including transport and shared and
dedicated warehousing services) on a national basis, and most large 3PLs
(including the Parties) are active across the UK.

Conclusion on the geographic market

5.35 Inlight of the above, we conclude that the relevant geographic market for transport
and shared and dedicated warehousing is the UK.

Conclusion on market definition

5.36 For the reasons set out above, we conclude that the relevant markets are the
supply of each of the following services by third parties in the UK:

(a) transport;
(b) shared warehousing; and

(c) dedicated warehousing.
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6. COMPETITIVE ASSESSMENT

Introduction

6.1 We have investigated a horizontal unilateral effects theory of harm (TOH) for each
of the product markets identified in Chapter 5, ie transport, shared warehousing
and dedicated warehousing. Horizontal unilateral effects can arise when one firm
merges with a competitor that previously provided a competitive constraint,
allowing the merged entity profitably to raise prices or degrade non-price aspects
of its competitive offering (such as quality, range, service and innovation) on its
own and without needing to coordinate with its rivals.'??

6.2 We first present a high-level summary of the Parties’ submissions that are most
pertinent to our competitive assessment. We then consider each of the three
product market TOHs in turn. The Parties’ submissions on specific topics (such as
self-supply) are assessed in detail within each TOH.

Parties’ submissions

6.3 During the course of our inquiry we have received various submissions from the
Parties, including their written response to the CMA’s Phase 1 Decision; %3
submissions made to us orally at the site visit held and the ISM; as well as written
submissions following both the ISM and Update Call.'?

6.4 After we published our Interim Report we received various submissions from the
Parties, including a written response to our Interim Report,'?®> submissions made to
us orally at the MPH held on 20 March 2025, %6 two further post-MPH
submissions,'?” and a submission on evidence of new entry.'?8

6.5 We set out the Parties’ submissions that relate to each theory of harm below.
TOH 1: Transport

Parties’ submissions

6.6 The Parties submitted that large Retail customers maximise competitive tension
amongst 3PLs by modularising their CLS requirements, tendering warehousing
and transport separately and/or separately tendering different geographic parts of

122 CMA129, paragraph 4.1.

123 Parties’ response to the Phase 1 Decision, 2 December 2024.

124 Parties’ post-ISM proactive submission to the CMA, 5 January 2025; and Parties’ post-CMA update call proactive
submission to the CMA, 14 January 2025.

125 Parties’ response to the CMA’s Interim Report, 12 March 2025.

126 Information on the purpose and content of MPH and update calls can be found in CMA2.

127 Parties’ post-MPH submission, 28 March 2025; and Parties’ second post-MPH submission, 8 April 2025.

128 Parties’ submission on evidence of new entry to the CMA, 12 June 2025.
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their business.'?® The Parties stated that these multi- and mixed-sourcing
procurement strategies enable customers to maximise their buyer power, and
noted that [¢<] of the Parties’ 20 largest Retail customers have a different mix of
3PLs between their transport and warehouse contracts.

6.7 The Parties submitted that transport tenders draw in a broader competitor set than
warehousing tenders, including transport-focused 3PLs and transport technology
platform providers.'3° The Parties also stated that 3PLs do not need a pre-existing
national transport capability to successfully compete for transport opportunities
because (i) customers typically provide the assets necessary to achieve national
coverage, and (ii) any assets not provided can readily be obtained when an
opportunity is won. 3

Closeness of competition between the Parties and their rivals

Shares of supply

6.8 We present our estimates of shares of supply for transport services in Table 6.1
below. Details on the methodology are provided in Appendix A.

6.9 Table 6.1 shows that the Parties are two of the largest suppliers of transport
services, albeit each of Culina and DHL have significantly larger shares,
comparable to that of the Merged Entity. There are also a number of other
established transport providers, such as CEVA, Unipart and XPO, as well as a
long tail of other providers which collectively account for approximately a third of
total market revenues.

6.10  Both of the Parties’ shares are larger in the Retail than Non-Retail segment, and
the Merged Entity would be the second largest supplier in the Retail segment.
Culina remains the largest supplier in this segment however, and its transport
customers include large Grocers such as Waitrose, Co-op, Morrisons and
Tesco.'3? DHL is the largest supplier in the Non-Retail segment by a considerable
margin, with each of Culina, Unipart and XPO having similar shares to the Merged
Entity in this segment.

129 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraphs 1.6 and 4.30-4.31. The Parties submitted
that the CMA’s Phase 1 Decision refers to ‘larger retail customers with complex needs’, but that the CMA did not clearly
define the scope of ‘large retail customers’ (Parties’ response to the Phase 1 Decision, 2 December 2024,

paragraphs 1.5 and 2.4). In light of the terminology used in the Phase 1 Decision, some of the Parties’ submissions refer
explicitly to ‘Large Retail Customers’, but they also do not provide a definition of the term. In this Final Report, we
therefore avoid general references to ‘large’ customers and refer to customer size only when referring to a specific group
of customers (eg the largest 20 customers) or reflecting the Parties’ submissions.

130 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 4.31.

31 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraphs 3.28-3.31.

132 Parties’ response to the Phase 1 Decision, 2 December 2024, footnote 300; and Parties’ response to the Phase 1
Decision, 2 December 2024, Annex 1.
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Table 6.1: Transport shares of supply

(%)

Supplier All mainstream CLS Retail Non-Retail
GXO [5-10] [10-20] [5-10]
Wincanton [6-10] [6-10] [6-10]
Parties combined [10-20] [20-30] [10-20]
Culina [10-20] [20-30] [10-20]
DHL [10-20] [5-10] [30-40]
CEVA [0-5] [0-5] [0-5]
Gist [0-5] [5-10] [0-5]
Unipart [0-5] [0-5] [10-20]
XPO [5-10] [0-5] [10-20]
Others [30-40] [30-40] [10-20]
Total 100 100 100

Source: CMA estimates based on revenue data from the Parties and third parties.
Notes: Suppliers with shares belonging to the same range are listed in alphabetical order.

Bidding analysis

Introduction

6.11  Our engagement with third parties shows that customers typically run tender
processes to select their CLS provider (in both transport and warehousing). The
Parties submitted that tenders allow customers to maximise competitive tension
and extract the most advantageous terms from 3PLs, tailor their requirements
(including flexing how much of their CLS needs they wish to tender), gain a
comprehensive insight into the range of CLS solutions available, and to assess
whether it would be beneficial to outsource their needs or retain them in-house. 133

6.12  As we have outlined in Chapter 4 above, customers often undertake sophisticated
procurement exercises which allow them to obtain improved offers from 3PLs
during the process. However, as stated in the MAGs, we note that a customer’s
buyer power depends on the availability of good alternatives they can switch to."34
We have therefore analysed the Parties’ bidding data to assess which 3PLs have
successfully competed in tenders and gathered evidence from a range of third
parties on the set of competitive alternatives.

Our bidding analysis for transport services

6.13 In Table 6.2 we analyse the extent to which third party suppliers have successfully
competed against the Parties in transport tenders since January 2020. The table
shows both the number of transport tenders lost to each supplier, as well as the
total value of lost opportunities to each supplier. Details on the dataset and
methodology are provided in Appendix B.

33 FMN, 5 September 2024, paragraph 199.
134 CMA129, paragraph 4.20.
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6.14  The results in Table 6.2 are broadly consistent with the shares of supply data
above. The Parties lost the most tenders to each other (in terms of both volume
and value), but several other suppliers have successfully competed against the
Parties, particularly DHL, Culina and XPO.

6.15  We have not presented results broken down for Retail and Non-Retail segments,
or for Grocers. However, the Parties’ tender dataset shows that several of the
3PLs have successfully competed against the Parties for contracts in each of
these segments. For example, since January 2020, Wincanton has lost [<] large
[6<] transport tenders to Culina, [$<].13°

Table 6.2: Transport bidding analysis (GXO and Wincanton losses)

GXO Wincanton

Supplier Count of lost % of total value of Count of lost % of total value of

opportunities opportunities lost opportunities opportunities lost
GXO - - [0-10] [30-40]
Wincanton [0-10] [30-40] - -
DHL [0-10] [20-30] [0-10] [20-30]
XPO [0-10] [20-30] [0-10] [0-10]
Culina [0-10] [10-20] [0-10] [10-20]
3T Logistics 0 0 [0-10] [0-10]
Other [0-10] [0-10] [0-10] [10-20]
Not known 0 0 [0-10] [0-10]
Total [¥X] 100 [¥X] 100

Source: CMA analysis based on bidding data supplied by the Parties and third parties.

Evidence from third parties

6.16  The evidence we have received from third parties is consistent with the
quantitative evidence above, with several customers — across the Retail, Non-
Retail and Grocery segments — telling us that there are a range of credible
providers for transport services. For example:

(@) A Grocery customer told us that it believes the Merger will have a limited
impact on the UK transport market given the large numbers of suppliers.36 |t
told us that transport is a more commoditised service than warehousing, with
a wider range of providers (including regional hauliers).'3’

(b) Another Grocery customer told us that transport can be provided by both
3PLs and specialist hauliers, and there are more viable providers for
transport than there are for large scale warehousing. 38

135 Wincanton lost [<] and [<].

136 Third party response to the CMA questionnaire dated 5 September 2024.
37 Third party call note.

38 Third party call note.
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6.17

(c) A Non-Retail customer told us that it has a long relationship with Wincanton
across both warehousing and transport but recently switched its transport
services to a specialist provider.'39

We have also received evidence from third parties which shows that Culina, DHL
and XPO in particular are credible competitors to the Parties in transport:

(@) Culina: A competitor told us that Culina recently competed successfully
against Wincanton for a large Grocery transport contract, ' and we have
also been told by several of the Parties’ largest customers that Culina is one
of their transport providers. This is supported by an internal document we
received from a competitor, which states that Culina is the largest provider of
primary transport services in the Grocery and FMCG sectors, and that it is
also a leading supplier of secondary transport services, alongside the
Parties, DHL and XPO.'#

(b) DHL: DHL provides transport services to some of the Parties’ largest
customers, including Grocers such as Morrisons and Marks & Spencer
(M&S)."4?2 DHL also recently competed successfully against GXO for a large
transport contract in the Non-Retail segment, in which GXO was the
incumbent. 43

(c) XPO: A competitor told us that XPO’s primary focus is transport, [¢<]."44 Two
Retail customers also told us that XPO is stronger in transport than
warehousing,'#® and it provides transport services to a Grocery customer of
the Parties.4®

Conclusion on TOH 1 (transport)

6.18

The evidence shows that the Parties have material shares of supply in transport
services and have lost tenders to each other, but that there are several other
strong competitors including DHL, Culina and XPO. DHL and Culina in particular
compete closely against the Parties, with comparable or larger shares of supply
depending on the segment and have recently competed successfully against the
Parties in several large tenders. In addition, the evidence from third parties shows
that there are a wide range of credible suppliers of transport services, and more so
than in warehousing.

139 Third party call note.

140 Third party call note.

141 Third party response to the CMA’s s109 notice dated 19 December 2024 (Third party internal document).
142 parties’ response to the Phase 1 Decision, 2 December 2024, Annex 001.

43 Third party call note.

44 Third party call note.

145 Third party call note; and Third party call note.

146 Third party call note.
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6.19  We therefore conclude that the Merger may not be expected to raise significant
competition concerns in the supply of transport services in the UK.

TOH 2: Shared warehousing

Parties’ submissions

6.20 The Parties submitted that the supply of shared warehousing is extremely
competitive, with a wide range of providers.'#” This includes traditional 3PLs, multi-
user/outsourced fulfilment specialists and some large retailers.'4®

6.21  The Parties also submitted that the costs and barriers to switching provider of
shared warehousing are low. The main costs would typically relate to IT and
project management but these are not material relative to the cost of the contract
and would often be absorbed by the new 3PL and amortised within the term of the
contract.’® The Parties provided examples of customers who had recently
switched to or from one of the Parties’ shared warehouse offerings since FY23150
and provided internal documents relating to competitors in shared warehousing. '’

Closeness of competition between the Parties and their rivals

6.22 The quantitative data that we have received from the Parties does not
systematically distinguish between shared and dedicated warehousing. We have
presented shares of supply and bidding data for warehousing as a whole in
Appendices A and B, which provides useful context regarding the overall
competitive landscape.

6.23  The share of supply data shows that the Parties have a particularly strong position
in the supply of warehousing to Retail customers. The Merged Entity would be the
largest provider, with a [30-40]% share of supply, followed by two suppliers (DHL
and Culina) with shares of 10-20%, and four suppliers with shares below 10%.

6.24  The Parties also have a sizeable share of supply in the Non-Retail segment. The
Merged Entity would have a [20-30]% share, although DHL would remain the
largest provider in this segment post-Merger, with a [30-40]% share, two other
suppliers (XPO and Unipart) would have shares of 10-20%, and three suppliers
with shares below 10%.

6.25 The bidding data also shows that competition is more intense in the supply of
warehousing to Non-Retail customers (see Appendix B). This is consistent with

147 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraph 6.3.

148 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraphs 6.4 and 6.31.
149 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraphs 6.27-6.28.
150 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraph 6.24.

51 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraph 6.30.

43



6.26

6.27

6.28

6.29

6.30

evidence we have received from third parties. For example, two 3PLs told us that
Culina has a stronger presence in the Non-Retail segment, providing warehousing
services for large manufacturers and other upstream suppliers.'%?

We also understand that several customers in the Non-Retail segment have
requirements that are specific to their particular industry, which do not give rise to
an overlap between the Parties and/or are met by specialist or ‘niche’ logistics
providers. A telecoms customer for example told us that it has specific technology
requirements for its warehousing that requires relevant experience in the telecoms
sector, and that Wincanton is not a viable provider for its business. %3

In view of the above, our analysis of shared and dedicated warehousing in the
remainder of this Final Report focuses on competition to supply Retail customers.

Bidding analysis

Although the Parties’ bidding data does not consistently distinguish between
shared and dedicated warehousing, it includes information on contract size, which
we have used as a proxy for whether the tender was for shared or dedicated
warehousing. The Parties submitted for example that their average revenue per
customer for shared warehousing is below £[$<] million,'** and a Retail customer
told us that dedicated warehousing would typically start at an annual contract
value of around £15 million."®® An industry consultant also told us that ‘small-to-
medium’ sized customers, ie those who spend approximately £1-10 million on CLS
per year, typically rely on the warehousing space provided by 3PLs. %

With these values in mind, we have analysed the bidding dataset to assess how
competition in warehousing varies based on contract size. The results of our
analysis are presented and discussed in further detail in Table 6.3 below, in our
assessment of dedicated warehousing. The analysis shows that for warehousing
tenders with an annual value below £20 million — and particularly below £10 million
— there are several 3PLs that have successfully competed against the Parties.
Within this range, the Parties lost Retail warehousing tenders on more than one
occasion to each of DHL, ID Logistics, Geodis, and self-supply.'%’

We note that these results are consistent with the evidence submitted by the
Parties, which provide several recent instances in which Retail customers have

52 Third party call note; and Third party call note.

53 Third party call note.

154 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraphs 6.15 and 6.19.

155 Third party call note.

156 Third party call note.

157 See Table 6.5. We note that the bidding data include instances of switches to self-supply below £10 million, which we
assume would be to a dedicated warehousing facility (as shared warehouses are typically owned/leased by 3PLs). We
recognise that there is no clear cut-off between shared and dedicated warehousing in terms of contract value, and there
are likely to be some examples of both high-value shared warehousing contracts and small dedicated warehouses below
£10 million.
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6.31

6.32

6.33

switched away from one of the Parties to other 3PLs in shared warehousing.'%8
Since FY2023, this includes [<] (lost to [<]), [<] (lost to []), [¢<] (lost to [<]),
[¢<] (lost to [<]), [¢<] and [<] (lost to [<]).

Evidence from third parties

The evidence we have received from third parties supports the Parties’
submissions and quantitative evidence discussed above. A Grocery customer for
example stated that shared warehousing is fundamentally different from dedicated
warehousing and confirmed that it uses a large national 3PL other than the Parties
or [<] ([¥<]) and a smaller provider ([¢<]) for shared warehousing.'®®

We also understand from third parties that Culina in particular is stronger in the
provision of shared than dedicated warehousing. A competitor told us that Culina
specialises in transport and ‘multi-user’ warehouses, '®° and a Grocery customer
told us that Culina is primarily a ‘shared user’ business, ie servicing multiple clients
in a single warehousing site or distribution centre.’®! Another competitor told us
that it believes there are more credible competitors for shared warehousing than in
dedicated warehousing.'6?

We also note that we have not received any concerns from customers relating
specifically to shared warehousing. As shown in TOH 3 below, several third parties
indicated that their concerns related to dedicated warehousing.

Conclusion on TOH 2 (shared warehousing)

6.34

6.35

The evidence shows that there are several suppliers that successfully compete for
shared warehousing, including large 3PLs such as DHL, Culina and XPO, as well
as many smaller 3PLs.

We therefore conclude that the Merger may not be expected to raise significant
competition concerns in the supply of shared warehousing services in the UK.

TOH 3: Dedicated warehousing

Parties’ submissions

6.36

The Parties submitted that many 3PLs successfully compete for dedicated
warehousing in the Retail segment. The Parties further stated that many of these
warehouses have similar characteristics to those used by manufacturers in the

158 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, Table 10.
59 Third party call note; and Third party call note.

60 Third party call note.

81 Third party call note.

62 Third party call note.
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6.37

6.38

6.39

Non-Retail segment, for which there are additional examples of supply by 3PLs
other than the Parties (such as Culina and CEVA)."%3 The Parties therefore
consider that — with the exception of Grocers — there is no clear distinction
between Retail and Non-Retail warehousing, and as a result there is a wide range
of credible suppliers.'64

The Parties stated that Grocers have distinct warehousing requirements, and that
GXO, Wincanton and DHL currently account for most of the major outsourced
warehousing contracts in the Grocery segment.’®® Nevertheless, the Parties
consider that self-supply is a viable and ever present option for large Retail
customers, particularly Grocers.'®® The Parties submitted that self-supply by these
customers imposes a meaningful competitive constraint on 3PLs, which 3PLs
regard as equivalent to the competitive threat posed by other 3PLs.'%” The Parties
also stated that Grocers are highly sophisticated, experienced and powerful
purchasers, that are able to strategically deploy multi- and mixed-sourcing
procurement strategies to maximise their buyer power, and encourage or sponsor
new entry or expansion.'%®

The Parties submitted that, even on the Interim Report’s provisional conclusions,
the provisional SLC identified is exceptionally narrow: it is limited in duration given
that the Interim Report found that entry is likely, and it is limited in scope given
only a few Grocers raised concerns with self-supply or sponsoring entry.6°

The Parties’ submissions in relation to self-supply, customer buyer power and
countervailing factors, are further summarised below.

Closeness of competition between the Parties and their rivals

6.40

6.41

Bidding analysis

As noted in paragraph 6.22 above, the Parties’ bidding data does not
systematically distinguish between shared and dedicated warehousing. Instead,
we have assessed how competition varies based on contract size. We understand
that contracts below £10 million per year would typically be for shared
warehousing (but may include some small, dedicated warehouses), and contracts
above £20 million per year would typically be for dedicated warehousing.

Table 6.3 below provides a summary of all Retail warehousing tender wins based
on the Parties’ bidding data, supplemented with data collected from third parties in

163 Parties’
164 Parties’
165 Parties’

post-CMA update call proactive submission to the CMA, 14 January 2025, paragraphs 1.4 and 2.2-2.7.
post-CMA update call proactive submission to the CMA, 14 January 2025, paragraphs 2.2-2.7.
response to the Phase 1 Decision, 2 December 2024, paragraph 1.6(b).

166 Parties’

response to the Phase 1 Decision, 2 December 2024, paragraph 7.2.

167 Parties’

response to the Phase 1 Decision, 2 December 2024, paragraph 7.3.

168 Parties’

response to the Phase 1 Decision, 2 December 2024, paragraph 1.6(c).

169 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 3 and 42-44.
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response to our formal information request.'”® As noted in paragraphs 6.22 to 6.27
above, given the wider competitor set in the non-Retail segment, our analysis is
focused on the supply of warehousing to Retail customers only.

6.42 Table 6.3 shows that many suppliers have successfully competed against the
Parties for contracts below £10 million per year, which we understand to be
generally (but not necessarily exclusively) shared warehousing contracts, and a
number of suppliers have also won contracts in the £10-20 million per year range,
which may include both shared and (small) dedicated warehousing contracts.

6.43 However, as the contract size increases, the number of 3PLs successfully
competing in tenders diminishes. Other than the Parties and DHL, no other
supplier is recorded as winning a dedicated warehousing contract with an annual
value greater than £40 million (albeit we recognise that such tenders occur
relatively infrequently).’”* This is consistent with the evidence we have obtained
from two of those customers with contracts exceeding £50 million per year, who
indicated that the Parties, or the Parties and DHL, were the only suppliers to reach
the final stage in their procurement process.'’?

70 Table 6.3 includes all wins from GXO and Wincanton, as recorded in the bidding datasets submitted to the CMA.
Seven other 3PLs provided information on the Mainstream CLS tenders that they won over the same period with a
contract value of £10 million or more per year. We have used this information to allocate some of the tenders won by an
‘unknown’ supplier in the Parties’ datasets to the relevant 3PL. We have also added additional wins for each of [¢<] and
[<], ie for tenders not included in the Parties’ dataset. We have been able to do this for [¢<] and [¢<] as their response
specified whether an opportunity was for warehousing and/or transport. As a result, the results in the table may overstate
the relative success of the Parties, [¢<] and [¢<]. However, we note that other third parties won comparatively few Retail
contracts over the period, across both transport and warehousing ([¢<]), and some of these wins may also be captured in
the Parties’ bidding dataset. We also note that [¢<] of these 3PLs listed any relevant Grocery wins in their section 109
response, such that there should be [¢<] in the Grocery results ([¢<] included [6<] Grocery wins, but we infer from our
call with the relevant customer that these are for transport only) (Third party response to the CMA'’s s109 notice dated

19 December 2024; Third party response to the CMA’s s109 notice dated 19 December 2024; Third party response to
the CMA’s s109 notice dated 19 December 2024; Third party response to the CMA’s s109 notice dated 19 December
2024; Third party response to the CMA’s s109 notice dated 19 December 2024; Third party response to the CMA’s s109
notice dated 19 December 2024; and Third party response to the CMA’s s109 notice dated 19 December 2024).

71 While the Parties provided some examples of other 3PLs operating Retail dedicated warehousing (or manufacturers’
warehouses with similar features), these examples were all for values below £[¢<] million. See the Parties’ post-CMA
update call proactive submission to the CMA, 14 January 2025, paragraphs 1.4, 2.2-2.7 and 2.12.

72 Third party responses to the CMA questionnaire dated 5 September 2024.
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Table 6.3: Warehousing or combined tenders won, by value (2020-2024)

Competitor Annual contract value
£1-10 million ~ £10-20 million ~ £20-30 million ~ £30-40 million  £40-50 million  £50
million+
GXO [10-20] [5-10] [0-5] 0 [0-5] [0-5]
Wincanton [10-20] [0-5] 0 [0-5] 0 [0-5]
DHL [0-5] [0-5] [0-5] [0-5] [0-5] [0-5]
Culina [0-5] 0 [0-5] [0-5] 0 0
Arvato [0-5] 0 0 [0-5] 0 0
Geodis [0-5] 0 [0-5] 0 0 0
ID Logistics [0-5] [0-5] 0 0 0 0
Other [15 suppliers] [10-20] [5-10] [0-5] 0 0 0
Self-supply [5-10] [0-5] [0-5] 0 0 0
Not known [20-30] [0-5] 0 0 0 0

Source: CMA analysis of the Parties’ responses to the CMA’s s109 notice 2 dated 13 December 2024, question 1, FMN, Annex 027 and
Annex 028; and third-party responses to the CMA’s RFI dated 3 February 2025.

Note: Includes all new retail warehousing or combined transport and warehousing opportunities won by GXO, Wincanton, [5<] and [5<];
and losses recorded in the Parties combined bidding data to other third parties. For matched opportunities lost to other suppliers, an
average annual value of the Parties entries was taken. All suppliers wining a maximum of two opportunities in the Parties combined data
are recorded in ‘Other’. Where multiple opportunities were won by [5<] for the same customer on the same win date, they have been
consolidated into a single entry, combining their annual values.

6.44 In Table 6.4 we have assessed whether the wins recorded above (for tenders
above each of £10 million and £20 million per year) were for Grocery customers,
or non-Grocery customers.

6.45 The results show that a wider range of 3PLs have won tenders for non-Grocery
customers. Above £20 million per year for example, tenders were won by each of
GXO, DHL, Arvato, Geodis, Panther and self-supply. We note that Wincanton did
not win any non-Grocery contracts above £20 million over the period.

6.46 In the Grocery segment, only GXO, Wincanton, DHL and Culina won warehousing
or combined contracts above £20 million per year. Further, we understand that a
contract won by Culina was for [$<],773 and [$<].17* Consistent with the Parties’
submissions, the bidding data therefore indicate that GXO, Wincanton and DHL
are the only 3PLs that regularly win dedicated warehousing contracts for Grocery
customers.

173 Specifically for the delivery of [$<]. Parties’ post-CMA update call proactive submission to the CMA, 14 January 2025,
page 4; Third party response to the CMA’s RFI dated 3 February 2025; and [<].
74 Parties’ post-CMA update call proactive submission to the CMA, 14 January 2025, page 4.
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Table 6.4: Retail warehousing and combined opportunities won for Grocery and non-Grocery (Retail)

customers
Annual value greater than £10 million Annual value greater than £20 million
All retail Groceries Non-Groceries All retail Groceries Non-Groceries
GXO [10-20] [0-5] [10-20] [5-10] [0-5] [5-10]
Wincanton [5-10] [0-5] [0-5] [0-5] [0-5] 0
DHL [5-10] [0-5] [0-5] [0-5] [0-5] [0-5]
Culina [0-5] [0-5] [0-5] [0-5] [0-5] [0-5]
Arvato [0-5] 0 [0-5] [0-5] 0 [0-5]
Geodis [0-5] 0 [0-5] [0-5] 0 [0-5]
Panther [0-5] 0 [0-5] [0-5] 0 [0-5]
Other [5-10] [0-5] [5-10] 0 0 0
Not known [0-5] 0 [0-5] 0 0 0
Self-supply [5-10] 0 [5-10] [0-5] 0 [0-5]

Source: CMA analysis of the Parties’ responses to the CMA’s s109 notice 2 dated 13 December 2024, question 1, and third-party
responses to the CMA’s RFI dated 3 February 2025.

Notes: Includes all new retail warehousing or combined transport and warehousing opportunities won by GXO, Wincanton, [5<] and
[5<]; and all losses recorded in the Parties combined bidding data to other third parties. Matched opportunities won by other third parties
have been recorded once. The [<] suppliers included in ‘Other’ each won [<] opportunity. Where multiple opportunities were won by
[3<] for the same customer on the same win date, they have been consolidated into a single entry, combining their annual values.

6.47

6.48

6.49

6.50

Shares of supply

As discussed in paragraph 6.22, the quantitative data that we have received from
the Parties does not systematically distinguish between shared and dedicated
warehousing. As a result, we have not been able to produce separate share
estimates for dedicated warehousing as a whole. We present our estimates of
shares of supply for all mainstream CLS warehousing (shared and dedicated),
disaggregated by Retail and non-Retail segments, in Appendix A. We consider
that these shares are informative for assessing the overall competitive landscape.

As set out in TOH 2 above, the Parties have a particularly strong position in the
supply of warehousing to Retail customers, with the Merged Entity being the
largest provider, with a [30-40]% share of supply, followed by two suppliers (DHL
and Culina) with shares of 10-20%, and four suppliers with shares below 10%.'7°

Within the Retail segment, share of supply estimates are available for all dedicated
warehousing services to Grocery customers. Details on the methodology are
provided in Appendix A, and the share of supply estimates as set out in Table 6.5
below.

As shown in Table 6.5, the Parties and DHL are the only 3PLs currently servicing
dedicated warehousing contracts for Grocery customers. We consider that this is
consistent with the bidding data which records only the Parties and DHL winning
large, dedicated warehousing tenders for Grocery customers (see paragraph B.19
in Appendix B).

75 As noted in paragraphs 6.22 to 6.27 above, given the wider competitor set in the non-Retail segment, we have
focused our analysis on the supply of warehousing to Retail customers. Furthermore, given the evidence set out in
paragraphs 6.40 to 6.46 that a wider range of 3PLs compete for non-Grocery (Retail) tenders, we have also focused our
analysis on warehousing services to Grocery customers.
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6.51  We consider these results show that all dedicated warehousing to Grocery
customers is already highly concentrated. There are only three firms present, and
the Merger would lead to a reduction to two firms. GXO has the highest market
share and the increment from the Merger is substantial. Based on 2024 data, we
find there is a combined share of [70-80]% for all dedicated warehousing to
Grocers by value ([10-20]% increment).

Table 6.5: Shares of supply for all dedicated warehousing to Grocery customers (2024)

Totals Shares (%)
Supplier Value (£m) Number of sites By value By number of sites
GXO [<] [<] [60-70] [50-60]
Wincanton [<] [<] [10-20] [10-20]
Parties Combined [<] [<] [70-80] [60-70]
DHL [<] [<] [20-30] [20-30]
Total [X] [X] 100 100

Source: CMA estimates based on DHL'’s response to the CMA’s s109 notice 2 dated 5 March 2025, question 1; Parties’ Phase 2
Remedies Form, 21 November 2024, Annex ARP.001; Parties’ response to the CMA'’s request for information of 30 May 2025, 3 June
2025, Annex 003; and GXO'’s response to the CMA’s request for information of 16 April 2025, 17 April 2025, question 1.

Notes: Excludes RRUs.

6.52 We note that these shares reflect current contracts and may change with the
awarding of new contracts in future. However, we have seen little evidence of
other suppliers credibly competing for such services.

6.53 Based on 2024 share estimates by revenue and by number of sites, we consider
that:

(@) The levels of concentration for the provision of dedicated warehousing to
Grocery customers are already very high and would increase even further
following the Merger, reducing the number of firms to two.

(b) GXO’s shares are already very high, and the Merger would lead to a
significant increase in that share. Market shares of this magnitude are
generally indicative of strong market power.

(c) The Merged Entity would be the largest provider of dedicated warehousing to
Grocery customers and have a significantly higher share than the only other
current provider, DHL.

6.54 We have also considered how, within the Grocery customer segment, the Parties’
competitive position may differ if food and non-food dedicated warehouses for
Grocery customers are considered separately. As set out in Appendix A, only the
Parties and DHL, or a subset of these, are currently active in relation to either of
these areas:

(@) For food dedicated warehousing for Grocery customers, the Parties are the
two largest suppliers, and the Merged Entity would have a [90-100]% share
by value (with Wincanton as a [10-20]% increment) (see Table A.6 in
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6.55

6.56

6.57

Appendix A). The only other supplier is DHL with a lower share of [5-10]% by
value. DHL [$<] operates [¢<] food dedicated warehouses ([¢<]).176 We
consider that this is consistent with evidence received from third parties
indicating DHL may be weaker in Grocery food dedicated warehousing.

(b) For non-food dedicated warehousing for Grocery customers, GXO and DHL
are the only two current suppliers, with shares by value of [30-40]% and [60-
70]% respectively (see Table A.7 in Appendix A). While Wincanton does not
currently operate non-food dedicated warehousing for Grocery customers,
we understand that Wincanton is still considered as a relevant competitor by
Grocery customers.

Evidence from third parties

We gathered evidence from customers, 3PLs and industry consultants regarding
the competitive landscape (in both dedicated warehousing and CLS more broadly)
and their views regarding the impact of the Merger on competition. In assessing
this evidence, we recognise that:

(@) Some customers may not have engaged with the 3PL market recently.

(b) Individuals within the same organisation may have differing views or personal
experiences; and to reflect this, we have engaged with a range of senior
personnel within customer organisations.

(c) Third parties may have certain incentives when providing their views. We
note, for example, that CEVA had previously made a bid for Wincanton,
which may impact its view of the relevant market(s) and competitive
conditions.

We have taken these points into account during the merger review process
(including remedies) when deciding how much weight to attach to the evidence.
We place greater weight on views that are supported by other corroborative
evidence, such as internal documents or bidding analysis.

Customer views on competitors

Given the limited competitor set for dedicated warehousing for Grocery customers
evidenced from the bidding and share of supply data (discussed above), we have
given particular attention to Grocery customers’ views on competitors.

176 Third party response to the CMA’s s109 notice dated 5 March 2025, DHL. DHL stated that [¢<]. DHL operates [¢<].
DHL would be [$<]. DHL said that [¢<]. Third party call note, DHL.
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6.61

6.62

6.63

6.64

6.65

Grocery customers told us that experience and track record are important criteria if
a 3PL is to be regarded as a credible bidder.'"”

Winning recent tenders is evidence a firm is seen as an effective competitor.
Wincanton and GXO are both shown in the bidding data to have won tenders
recently.

One Grocer stated that GXO, Wincanton and DHL are the only credible 3PLs in
food warehousing, whereas in fashion retail there may be more options.'”® Another
Grocer named only GXO, Wincanton and DHL as 3PLs with the required expertise
or a credible track record.'”®

We received mixed evidence from third parties on the relative strength of DHL.
One Grocer told us that it would consider DHL to be a viable alternative for its
dedicated warehousing requirements (subject in each case to DHL'’s responses to
any tender and commercial offering). '8

Other Grocers have told us that they perceive DHL’s strength in dedicated food
warehousing to have declined in recent years or that DHL was relatively weaker
than GXO and Wincanton. For example, a Grocer said that it understood that DHL
was keen to exit food due to the complexity and challenge.'®" It also said that DHL
used to run [<] food sites for the Customer ([¢<]) and chose a strategic option to
go more into non-food and e-commerce. However, it feels that if it were to speak
to DHL about an opportunity in food again it would be interested.®?

Additionally, a Grocer told us that it considers only GXO, Wincanton and to some
extent DHL specialise in food/FMCG logistics. It also said that DHL has somewhat
retracted from this market. It also stated that DHL is capable of running ambient
food warehousing sites (eg tinned goods) but does not have strong experience in
chilled food warehousing. For chilled warehousing, it considers that GXO and
Wincanton are currently the only credible 3PLs. '8

DHL told us that for manual warehouses, [é<]. It said that it would [¢<] in tenders
for grocery (food) warehousing [¢<]. It also told us that it assesses tenders and its
willingness to participate on a case-by-case basis, [¢<].184

We have also received evidence to show that Wincanton and GXO are sometimes
the last two bidders in a tendering process for grocery warehousing. For example,

77 Third party call note; Third party call note; and Third party call note.

178 Third party call note.

179 Third party call note.

180 Third party response to the CMA’s RFI dated 24 March 2025.

81 Third party call note.

82 Third party call note.

83 Third party call note.

84 Third party call note; and Third party response to the CMA’s RF| dated 28 March 2025.
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an internal document from a Grocer showing how it scores potential suppliers, lists
only GXO and Wincanton.'®

6.66 Evidence received on [<] shows that GXO and Wincanton are the main
contenders for [6<].186 [8<], GXO, Wincanton and DHL were the only providers to
[]_187

6.67  We note that food dedicated warehouses represent the majority ([60-70]%) of all
Grocery dedicated warehousing,'®® and therefore much of our evidence from
Grocery customers relates to these types of warehouses. Nonetheless, for
completeness, we have considered whether competitive conditions differ
significantly between food and non-food dedicated warehouses for Grocery
customers. In this regard:

(@) As noted above, in contrast to food dedicated warehouses, only GXO and
DHL currently supply non-food dedicated warehouse services to Grocery
customers. However, we understand that Wincanton is still considered by
Grocery customers as a competitor for non-food dedicated warehouse
services, 89 and this is also supported by Wincanton’s internal documents.'®

(b) One Grocery customer noted that DHL had strength in general merchandise
and non-food operations, suggesting that DHL may be a stronger competitor
in relation to non-food dedicated warehouses.'®! This is also reflected in DHL
being the largest provider by share of supply.

(c) However, there is limited available evidence from third parties that the
relevant competitor set is significantly broader for non-food dedicated
warehouses for Grocery customers. Only one Grocery customer indicated to
us that the competitor set for non-food dedicated warehouses may be wider,
noting that there may be more options for 3PLs in fashion retail. This
customer also expressed concerns regarding the Merger and did not exclude
concerns in relation to non-food dedicated warehouses, instead noting that
the ‘lack of competition’ is more acute in the supply of food warehousing than
clothing/fashion.'®? Furthermore, one other third party told us that there are

185 Third party internal document.

186 Third party response to the CMA’s RFI dated 19 March 2025.

187 Third party response to the CMA’s RFI dated 24 March 2025. GXO submitted on 12 June 2025 that the Grocer had
recently awarded the tender — concerning a major (over £[<] million annual value) contract for [¢<] — and that neither
[¢<] were successful (GXO’s submission on evidence of new entry to the CMA, 12 June 2025, page 4). The Grocer
confirmed to the CMA [<]. Only the Parties and DHL [$<] (Third party response to CMA’s RF| dated 12 June 2025).

88 CMA analysis based on 2024 revenue information provided by the Parties and DHL. See Appendix A.

89 Grocery customers did not exclude that Wincanton is a relevant competitor for their non-food dedicated warehousing
needs (Third party call note; Third party call note; and Third party call note); and an internal document provided by a
Grocery customer listed Grocery retail, consumer packaged goods, and e-commerce as Wincanton’s focus.

190 Wincanton’s response to the CMA’s s109 notice 1 dated 27 November 2024, Annex ‘[¢<]’ to Question 16, page 1.
191 Third party call note.

192 Third party call note. As stated above, we define Grocers as national supermarket chains. We therefore refer to [$<]
throughout as a Grocer, although we understand that GXO’s largest warehousing contract with [¢<] is for [¢<]. We have
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other credible players for non-food dedicated warehousing, particularly in the
clothing and general merchandise space. However, it noted that Grocers still
tend to contract with GXO, Wincanton and DHL in respect of such
warehouses. %

6.68 In respect of the Retail non-Grocery segment, some Retail non-Grocery customers
only identified GXO, Wincanton and DHL as credible competitors for dedicated
warehousing.'%* However, only one of these customers raised concerns about the
impact of the Merger on competition. Furthermore, other non-Grocer retail
customers considered there was also one other credible 3PL (naming either
Advanced Supply Chain, CEVA or DP World).%

Views on the Merger
6.69 Of the 16 Retail customers that we spoke to:

(a) Seven indicated that they were not concerned about the impact of the
Merger, % seven expressed concerns or viewed the Merger negatively, 1%’
and two expressed mixed or neutral views.'®® Of the eight Grocers that we
spoke to, three were not concerned about the Merger'%® and five expressed
concerns.?% We note that not all of the views that were expressed on the
Merger were specifically in relation to dedicated warehousing, although we
asked some customers specifically about their concerns in relation to
dedicated warehousing. GXO or Wincanton provide dedicated warehousing
to fourteen of the sixteen Retail customers that we spoke to.20"

interpreted their evidence with this in mind. In some instances, the customer made reference to specific product
categories (eg food), and in some instances made comments regarding general competitive conditions in the supply of
CLS (and/or transport and warehousing individually). We apply some caution to the customer’'s comments in instances
where it is not clear what products it was referring to.

193 Third party call note.

194 Third party call note; Third party call note; and Third party call note.

195 Third party call note; Third party call note; and Third party call note.

96 Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party
call note; and Third party call note.

97 Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party
call note; and Third party call note.

198 Third party call note; and Third party call note; and Third party response to the CMA questionnaire dated 5 September
2024. In addition to the 16 Retail customers, we also held a call with another retailer that had recently run a tender in
which the Parties participated. We have not included this customer in our discussion above, as it is not a customer of the
Parties, its logistics spend is lower than that of the Parties’ largest customers, and it did not comment in detail on
competitive conditions. We understand that the tender included both warehousing and transport (including B2C
transport). We note that the retailer did not express concern about the impact of the Merger (Third party call note).

99 Third party call note; Third party call note; and Third party call note.

200 Third party call note; Third party call note; Third party call note; Third party call note; and Third party call note. For
completeness, we note that one of the five Grocers indicated that it was ‘neutral’ in its phase 1 questionnaire response.
However, we held a detailed call with the customer in phase 2 in which it expressed several concerns regarding the
Merger. It stated that there is a potential concern due to the reduction in choice of 3PLs as a result of the merger, that
another potential area of concern is innovation (which could be impacted if there is less competition) and that it is worried
about management fees increasing (Third party call note.

201 One non-Grocery customer that expressed concerns about the Merger is supplied with [$<] (Third party call note).
One Grocery customer that expressed concern/a negative view of the Merger is supplied by GXO with [¢<]. However, the
customer did state that only a short list of suppliers have the size and scale to meet its CLS requirements, irrespective of
whether that's for [¢<] (Third party call note).
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(b) Those customers that were not concerned about the Merger generally told us
that there were enough suppliers in the market, although they did not always
indicate which suppliers they considered to be credible. One of the Grocers
told us that it was not concerned about the Merger because there are many
smaller 3PLs that can grow and develop, and that in a future procurement it
may consider such smaller 3PLs, DHL, DFDS or self-supply.?°? However,
another Grocer, that was not concerned overall, named only GXO,
Wincanton and DHL as 3PLs with the required expertise or a credible track
record. It also stated that the Merger would enable GXO to become a
stronger competitor to DHL, and that it is open to self-supply if necessary or
looking at other 3PLs to be disruptive.?%3

(c) All of the seven customers that expressed concerns about the Merger stated
that there are a limited number of alternative 3PLs to choose from. Four of
the Grocery customers indicated that the strongest competitors are GXO,
Wincanton and DHL, and three of these customers expressed concerns
specifically relating to dedicated warehousing:

(i)  One Grocery customer stated that there are only a limited number of
credible 3PLs capable of running major CLS operations involving
around 500 or more personnel, and that there are only really three
credible providers that it could go to: GXO, Wincanton and DHL.2%4

(i)  Another Grocery customer told us that there are fewer viable providers
of large-scale warehousing services at a national scale than there are
for transport. It also stated that there are very few 3PLs with the
capacity, scale and capability to serve a large national retailer with
dedicated warehousing and that it considers GXO and Wincanton to be
two of the main competitors in this space.?%

(iii) Another Grocery customer told us that in its view there were three
recognised and capable suppliers (GXO, Wincanton and DHL), and the
scale and complexity of its warehouse operations have made it very
difficult to consider smaller 3PLs.?% |t also said that CEVA declined the
customer’s invitation for the tender in 2022 because food retail was not
part of their area of expertise.?%”

(iv) Another Grocery customer told us that if it were to run a procurement
exercise in the future, it would likely consider GXO, Wincanton and DHL
(although it did not state what specific services this was in relation

202 Third party call note.
203 Third party call note.
204 Third party call note.
205 Third party call note.
206 Third party call note.
207 Third party call note.
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(d)

t0).2%8 It said a merger between GXO and Wincanton might remove
some innovation from the industry, and that it had concerns regarding
the impact on management fees.?%°

We also received responses to an RFI from [¢<] Grocers that were not
current customers of the Parties,?'? of which one expressed a view on the
Merger.2' This Grocer told us it considers that this Merger does remove an
element of competition in the grocery logistics market, with knock-on effects
for many businesses who work with larger 3PLs. It noted that there has been
considerable consolidation in the grocery logistics market over the past five
years through the loss of failing logistics companies, as well as opportunistic
growth from existing logistics providers. Although this has helped to stabilise
the grocery logistics industry, the reduced competition in this market has also
resulted in a substantial increase in costs for customers.?'2

Of the four industry consultants that we spoke to, one told us that it was not
concerned about the impact of the Merger on competition, whilst three provided
mixed views, noting that the effect would likely vary by industry/sector:

(@)

(b)

One consultant told us that of the tenders it was involved in, GXO and
Wincanton both made it to the final shortlist about 50% of the time. However,
it does not have concerns over the Merger’s impact on competition in the
Retail CLS segment because there are other credible alternatives for
customers in the market, such as Maersk, DP World and Metro Supply
Chain.?'3

Two consultants expressed mixed views on the Merger overall but noted that
there may be an impact on certain customers or sectors. One of two
consultants stated that GXO, Wincanton and DHL are the only 3PLs that can
compete for large Retail warehousing contracts, as they are the only 3PLs
with the relevant experience and track record.?'* The other consultant stated
that most Grocery contracts have only GXO, Wincanton and DHL (and
perhaps the occasional specialist 3PL) reaching the final stage of the tender
as there are not many providers with the scale and experience of taking on
such large contracts, whereas the e-commerce sector tends to be less
concentrated.?'®

208 Third party call note.

209 Third party call note.

210 Third party responses to the CMA’s RFI dated 14 April 2025.
2" Third party response to the CMA’s RF| dated 14 April 2025.
212 Third party response to the CMA’s RF| dated 14 April 2025.
213 Third party call note.

214 Third party call note.

215 Third party call note.
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The fourth consultant did not express a view on the impact of the Merger. It
stated that major customers who have split their operation between GXO and
Wincanton may have some concerns about the Merger, and to assess
whether the Merger gives GXO a large competitive advantage, it is
necessary to look at competition on a sector-by-sector basis.?'®

Of the 3PLs that we spoke to, five were either not concerned about the impact of
the Merger or did not express an overall view,?'” and one had a negative view of
the impact of the Merger.

(@)

()

Of those that were neutral or did not express an overall view, one stated that
it considers the CLS market to be very fragmented, and that this is true
across all sectors of Mainstream CLS.?'8

Three 3PLs did not explicitly state whether there would not be any negative
impacts from the Merger, but did indicate that there are a limited number of
competitors within certain sectors. One 3PL for example stated that there are
only a few players, such as DHL, GXO, Wincanton and possibly CEVA, who
can tick all the boxes required by major supermarkets when looking for a
CLS provider, and that this limited list of 3PLs (particularly DHL, GXO,
Wincanton) does not only apply to Grocers but also to other large CLS
customers with large and complex logistics operations.?'® Another 3PL stated
that it does not provide warehousing for large Grocers, and the 3PLs who
serve Grocers are DHL, GXO, Wincanton and XPO (although it stated that
XPO might focus primarily on transport).??° Another stated that in the UK
market it considers GXO, Wincanton and DHL as the big names who serve
as the default in the market.??' However, it does not think that the Merger will
have a material impact on its business or change its growth potential. The
other 3PL stated that in the retail opportunities in which it participates, it will
typically be GXO, Wincanton and DHL in the final stages. It stated that these
three suppliers have size and scale, and the ability to manage change, as
well as significant assets at their disposal — both from a financial and physical
perspective — and can deliver service with a cost base that is affordable.?22

The 3PL that expressed a negative view on the impact of the Merger stated
that there is a competitive gap between DHL, GXO, Wincanton and other
suppliers. It told us that industry-specific experience (including references or

216 Third party call note.

217 One of these competitors indicated that it had a ‘negative’ view on the Merger in its phase 1 questionnaire response
(Third party response to the CMA questionnaire dated 5 September 2024). However, it did not comment on the potential
impact of the Merger on competition in our call at phase 2.

218 Third party call note.

219 Third party call note. The competitor did not specify whether this related specifically to warehousing, or CLS more

generally.

220 Third party call note.
221 Third party call note.
222 Third party call note; and Third party response to the CMA questionnaire dated 5 September 2024.
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case studies) is crucial to winning a contract and that it does not score well
on its experience and track record (as well as other factors, such as scale) in
tenders.?23

6.72  We note that some customers had concerns relating to the effects of the Merger
outside of particular procurement exercises. For example, a Grocer stated that
more competition in the market incentivises 3PLs to ‘go above and beyond’ to
retain their existing customers.??* Similarly, another Grocer believes that the
Merger may lead to an erosion of service levels, as it becomes more difficult for
the customer to challenge its 3PL given there are fewer alternative viable
providers available in the market.?2> We have focused on the impact on the
tendering process, recognising existing contracts and monitoring limit scope for
degradation in the course of performing existing contracts. That said, to the extent
there is less constraint in tenders this may also affect incentives regarding
performance in the context of future contracts.

6.73  We also received an internal document from a competitor (in response to our
formal request for information) which analyses competitive conditions in the
Grocery segment. The document states that there are only three credible players
remaining in the market when retailers look to outsource their warehouse
operations: DHL, GXO and Wincanton.??% An internal document received from
another competitor refers to the ‘dominance from key competitors’ in ‘big grocery
and chill’.?%"

Our conclusion on third party evidence

6.74  We have received mixed views from third parties regarding the competitive
landscape for dedicated warehousing, although we note that a material number of
third parties (including customers, competitors and industry consultants) have
expressed concerns regarding the impact of the Merger on competition. The
evidence also consistently shows that the Parties currently have a particularly
strong position in the supply of dedicated warehousing to Grocery customers.

6.75 We analyse the key factors that drive these market outcomes in detail below in our
assessment of barriers to entry and expansion. That analysis indicates that a
crucial factor is customers’ preferences for experience and a track record in the
relevant sector, particularly amongst Grocers.

223 Third party call note.
224 Third party call note.
225 Third party call note.
226 Third party response to the CMA'’s s109 notice dated 19 December 2024 (Third party internal document).
227 Third party response to the CMA'’s s109 notice dated 19 December 2024 (Third party internal document).
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Self-supply

6.76

6.77

6.78

6.79

6.80

In this section we consider the extent to which self-supply (also known as
insourcing) constrains the Parties and other 3PLs when tendering for contracts
absent the Merger (ie in the counterfactual) as well as the extent to which it might
do so in response to the Merger. We recognise that self-supply is a crucial part of
the competitive assessment. We have discussed in depth the constraint posed by
self-supply with customers, competitors and industry consultants, and have
requested relevant internal documents from these third parties. Further information
on our assessment of self-supply is provided in Appendix C, Appendix D and
Appendix E.

We first present the Parties’ submissions, followed by the evidence we have
received from third parties and the Parties’ internal documents, and conclude with
our assessment of all the evidence.

Parties’ submissions

The Parties submitted that self-supply is a credible option for a range of
customers, in particular for Grocers and other large Retail customers.??® The
Parties provided evidence which shows that [10-20] of GXO’s largest 20 Retail
customers self-supply at least [0-5] of their dedicated warehouses,??° and also
provided [40-50] examples of customers switching from 3PLs to self-supply for the
period 2010 to 2025.230

The Parties stated that there are no material switching costs for customers to
switch from an incumbent 3PL to self-supply.?3! In support of this, the Parties
submitted an analysis examining whether it would be cost effective for GXO’s
largest 20 Retail customers to self-supply in response to a SSNIP.232 The Parties
stated that this analysis shows that the costs of switching to self-supply are [<]
lower than a 5% increase in the overall contract value, and that GXO'’s largest
Retail customers would therefore be both willing and able to self-supply the large
majority of operations that they currently outsource to GXO if this were necessary
to avoid a SSNIP.233

The Parties submitted that their margins are [¢<] low across their largest Retail
customers (both Grocery and non-Grocery), and that the most plausible
explanation for these low margins is that these customers are particularly well-

228 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 1.10(f). Parties’ post-ISM proactive

submission to the CMA, 5 January 2025, paragraph 1.5(a).

229 Frontier Economics, The competitive threat posed by insourcing and mixed sourcing — an updated submission
prepared for the CMA, 14 January 2025, Annex A.

230 pParties’ post-ISM proactive submission, 5 January 2025, Annex 004.6.

231 FMN, 5 September 2024, paragraph 184.

232 Parties, Issues Letter Response, 10 October 2024, paragraph R.39; and Annex 005.01 (Annex E).

233 Frontier Economics, The competitive threat posed by insourcing and mixed sourcing — an updated submission
prepared for the CMA, 14 January 2025, paragraphs 12-14 and 55.
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6.81

placed to insource their logistics requirements if they so choose and that this
provides an additional competitive threat to 3PLs.23* We have considered the
evidence on margins in Appendix E.

In response to the CMA’s Interim Report, the Parties submitted that:

(@) The maijority of Grocer feedback on self-supply was positive and confirms
that it is a close substitute for outsourcing. The concerns raised by five
Grocers are narrower than they appear and, in some instances, appear to
have been misconstrued.?3°

(b) The limited negative feedback about self-supply from five Grocers with
concerns about the Merger relates to only a few warehouses ([10-20]). All
evidence in the case confirms self-supply is a competitive constraint for most
Grocers and tenders. 2%

(c) Grocers have the clear ability to self-supply mature sites. This is
demonstrated by: (i) the fact Grocers self-supply large parts of their network
today; (ii) benchmarking data confirming self-supplied site performance
matches that of outsourced sites; (iii) Grocers’ feedback confirming their
ability to self-supply; (iv) the absence of any material barriers to switching;
and (v) the range of examples of Grocers successfully re-insourcing.?3’

(d) Grocers’ ability to self-supply extends to new sites and major change, as
evidenced by: (i) Grocers’ track record of handling new site establishment
and change programs inhouse; and (ii) Grocers’ use of consultants and staff
hires to obtain relevant expertise.238

(e) Grocers’ ability to switch is supported by their ability to efficiently replicate the
key benefits of outsourcing internally. This is supported by evidence
confirming that Grocers can and do obtain innovation and best practice
insights via comparable channels.?3°

(f)  Grocers would have the incentive to self-supply if the Merged Entity raised
prices or reduced service levels, as the costs and benefits of self-supply
versus outsourcing are generally finely balanced and switching costs are low.
This is demonstrated by: (i) the fact that Grocers self-supply most
warehouses today; (ii) economic modelling confirming that Grocers would be
incentivised to re-insource in response to any material increase in the cost of
outsourcing — even when accounting for the largely immaterial qualitative

234 Parties’

response to the Phase 1 Decision, 2 December 2024, paragraph 7.21.

235 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 141(a) and 142-149.

236 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 141(b) and 150-155.

=7 Parties’

238 parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 141(d) and 176-183.

239 Parties’

E

response to the CMA’s Interim Report, 12 March 2025, paragraphs 141(c) and 156-175.
(
(

response to the CMA’s Interim Report, 12 March 2025, paragraphs 141(e) and 184-210.
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benefits of outsourcing not factored into the model; (iii) benchmarking data
confirming no cost efficiency differential; (iv) Grocers’ feedback confirming
they would switch if the Merged Entity degraded its offering; and (v) internal
documents confirming the constraint of self-supply on 3PLs.?40

Evidence from third parties

6.82 We spoke to 16 Retail customers (eight of which were Grocery customers)
regarding the extent to which they self-supply, their rationale for doing so
(including the relative costs and benefits of self-supply and outsourcing), and the
extent to which they consider self-supply to be a competitive alternative to
outsourced supply.?*! We also discussed the constraint from self-supply with
industry consultants and competitors of the Parties.

6.83  Of the 16 Retail customers that we spoke to, the large majority (12 of 16, ie 75%)
self-supply at least one of their dedicated warehouses,?*? whereas the remainder
(25%) fully outsource their dedicated warehousing.?** An even larger majority of
Grocery customers that we spoke to (seven out of eight, ie 87.5%) self-supply at
least one of their dedicated warehouses,?** with only one (ie 12.5%) fully
outsourcing their dedicated warehousing.?4°

6.84 The evidence shows that dedicated warehousing is typically procured on an open
book basis, under which the 3PL charges for its services using a management fee
that is expressed as a percentage of the overall contract value.?*¢ We therefore
understand that the main cost of outsourcing is the 3PL’s management fee. There
was some consistency of views across customers regarding the nature of the
benefits of outsourcing (which cannot be replicated to the same extent through
self-supply). These benefits were also broadly consistent with evidence on the 3PL
value proposition submitted by the Parties?*” (although the Parties submitted that
only the first two benefits in the next paragraph are relevant and that they consider
the remaining benefits are inaccurate or less important).248

6.85 The main benefits of outsourcing that customers identified were the following:

240 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(f) and 211-232.

241 These customers were some of the largest retail customers of the Parties, including: (i) eight Grocery customers ([<],
[<], [<], [<], [<], [<], [¢<] and [$<]); and (ii) eight non-Grocery customers ([<], [¢<], [<], [<], [<], [<], [¢<] and
[<]).

242 Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party
call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; and
Third party call note.

243 Third party call note; Third party call note; Third party call note; and Third party call note.

244 Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party
call note; and Third party call note.

245 Third party call note.

246 Third party call note; Third party call note; and Third party call note. Also, FMN, 5 September 2024, paragraph
14(e)(v).

247 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, paragraphs 1.3 and 2.1-2.23.

248 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 186-187 and 203-210.
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(@) Innovation and best practice. Eight customers (and five Grocery
customers) indicated that an important benefit of outsourcing is access to
market-wide innovation and/or best practice that is acquired and developed
by the 3PL during their engagement with multiple customers and/or across
multiple sites but which could be difficult to replicate if the customer is self-
supplying all their own warehousing.?*° One customer suggested that the
importance of this benefit may depend on the type of the customer (and
potentially their size).?°° For example:

(i)

(iif)

A Grocery customer told us that it chooses to outsource as it likes to
use the 3PL as a benchmark or because a 3PL has expertise that
brings innovation and development from across the market (which can
give the customer a competitive advantage).?®' The customer told us
that 3PLs can provide ‘thought leadership’ by investing in new
technology or delivering on a sustainability agenda.?%? The customer
stated that the Merger might remove some innovation from the
industry.253

Another Grocery customer told us it can adopt best practices from
outsourced sites and implements them in its insourced sites. While
industry consultants can provide theoretical insights on potential
improvements, 3PLs offer practical experience and a proven track
record. Unlike consultants, 3PLs can demonstrate where they have
successfully implemented processes, share tangible outcomes such as
actual cost savings, and provide a balanced view of the benefits and
challenges. Moreover, 3PLs can arrange visits to other customer sites,
allowing the customer to see these solutions in action. By implementing
changes after another customer, the customer also benefits from the
3PL’s initial learnings and avoid repeating the same mistakes.?%*

Another Grocery customer told us that one of the reasons for
outsourcing part of its operation is that large 3PLs can offer expertise to
the customer’s network.2% It also told us that 3PLs suggest innovation
and ideas that industry consultants could not provide to the same
extent, for example because the customer can go and view potential
innovations in-person at the 3PL’s other customer sites.?% The
customer told us that 3PLs gain knowledge and insights from customers

249 Third party call note; Third party call note; Third party call note; Third party call note; Third party call note; Third party
call note; Third party call note; and Third party internal document.

250 A grocery customer told us that large grocery retailers like [¢<] have greater inhouse CLS capability than smaller
grocery retailers such as [¢<] (Third party call note).

251 Third party call note; and Third party call note.

252 Third party call note.
253 Third party call note.
254 Third party call note.
255 Third party call note.
256 Third party call note.
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(iv)

that benefit the 3PL’s other customers, and that this knowledge can
help reduce costs, improve innovation or other parts of their service
offering (such as sustainability).?%” Outsourcing helps avoid the
customer’s logistics becoming insular.2%®

A non-Grocery customer told us that the management fee reflects
GXO'’s knowledge and expertise, ie it is effectively paying a fee for
knowledge that it does not have in-house.?>°

Expertise in introducing and implementing change. Four customers (one
Grocery customer) indicated that a benefit of outsourcing is expertise in
introducing and implementing changes to existing arrangements.?° For
example:

A non-Grocery customer told us that 3PLs add the most value when a
site is being set up and in the early stages of its operation.?

Another non-Grocery customer told us the main driver of its decision to
outsource was that it did not feel it had the capabilities to drive strategic
change internally and 3PLs had more experience modernising
operations.252

A Grocery customer told us that it is fully capable of self-supplying,
especially for mature operations, however [6<].263

Another Grocery customer also told us that 3PLs have been helpful on
large projects because of their experience.?%4

This is consistent with evidence we have received on the importance of
3PLs having prior experience of implementing similar change
programmes for other customers.

Risk allocation. Three customers (two Grocery customers) indicated that a
benefit of outsourcing is that they can allocate some of the risks involved in
their CLS operations to a third party.?6® For example:

(i)

A Grocery customer told us it can transfer implementation risk to 3PLs
(both contractually and commercially) when the 3PL is implementing

257 Third party call note.

258 Third party call note.

2% Third party call note.

260 Third party internal document; Third party call note; Third party call note; and Third party call note.
261 Third party call note.

262 Third party call note.

263 Third party call note.

264 Third party call note.

265 Third party internal document; Third party call note; and Third party internal document.
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()

(iif)

new innovation at the customer’s site, which would not be possible with
self-supply or using a third-party consultant.26¢

Another Grocery customer provided an internal document which shows
that one of the benefits of outsourcing is day-to-day operational risk, as
well as legal and liability risk.25”

An independent consultant also told us that if there is less competition
in the CLS market, the main issue will not be price-related, but rather
3PLs’ willingness to accept risk and accountability.?58

Delegation and flexibility. Three customers (two Grocery customers)
indicated that a benefit of outsourcing is delegating responsibility to a 3PL
(including making it easier to scrutinise team performance) and/or more
flexibility to grow or downsize if needed.?®® For example:

(i)

(iif)

A Grocery customer told us that if there are issues with performance, a
3PL can better put pressure on the team who manage the warehouse
and it can deploy additional resources to resolve the issues.?’®

Another Grocery customer told us that 3PLs have networks of contacts
that can potentially fill otherwise empty space in warehouses and that
[]_271

A competitor also told us that there has been a general trend towards
more outsourcing, in part because 3PLs provide flexibility, bear some of
the operational risk, and are accountable for performance.?’2

However, we also note that the Parties provided evidence which shows
that the [é<] of the personnel sourced to provide temporary support to
GXO'’s dedicated warehouses for Retail customers are from labour
agencies, rather than GXO staff. The Parties stated that rival 3PLs and
customers can and do directly procure staff from the same agencies.?”?

Other benefits. Some customers also identified other benefits from
outsourcing such as allowing the customer to focus on its core business,
labour considerations and additional funding options. For example:

(i)

A Grocery customer told us that, although it could self-supply, it prefers
to fully outsource to focus on its core business and keep its business

266 Third party call note.

267 Third party internal document.

268 Third party call note.

269 Third party internal document; Third party call note; and Third party call note.

270 Third party call note.

271 Third party call note.

272 Third party call note.

273 Parties’ post-CMA update call proactive submission to the CMA, 14 January 2025, paragraphs 1.7-1.8.
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(ii)

(iii)

model as simple as possible.?’* Similarly, a non-Grocery customer told
us that while it could self-supply its logistics services, it is not its
preferred option, noting that this would require investment in the
capability and that doing so would slow the business down. It stated
that self-supply is not part of its strategy and is not currently being
looked at.?"®

A Grocery customer told us that some 3PLs have newer or different
agreements in place with trade unions,?’® and another Grocery
customer stated that it would be costly to switch an outsourced
operation in-house due to differences in costs of employment and
contract terms.?’” The Parties submitted that these alleged differences
in contract terms are incorrect as the Grocer would inherit the same
staff and terms under the TUPE.?’8 Nonetheless, two other Grocery
customers also mentioned labour issues, in particular, related to
relationships with trade unions and being part of a [6<].27°

A non-Grocery customer provided an internal document that describes
some of the benefits of outsourcing as ‘funding options and ability to
make more costs variable’ and ‘free up capital within the business (ie
property, systems etc) to allocate to core focus of the business’.?80

6.86 In deciding whether to self-supply or to outsource, we consider that customers are
ultimately comparing the management fee or cost of outsourcing against the
perceived benefits of outsourcing listed above.?8' Some customers also expressed
strong views regarding whether self-supply is a close alternative to outsourcing:

(@) A Grocery customer told us that, although it currently outsources all its
warehouses, it was capable of insourcing its logistics (in part due to owning
all its assets) and that it has significant internal expertise and knowledge of
logistics.28?

(b) Another Grocery customer told us it typically operates its warehousing in-
house. [¢<].283 It noted that it currently has no plans to outsource and that it
has an internal change department (transformation department) which

274 Third party call note.
275 Third party call note.
276 Third party call note.
277 Third party call note.

278 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraph 204.

279 Third party call note; and Third party call note.

280 Third party internal document.

281 A non-Grocery customer told us that the management fee reflects GXO’s knowledge and expertise, ie they are
effectively paying a fee for knowledge that they do not have in-house (Third party call note). A Grocery customer told us,
for open book contracts, the main difference of outsourcing (relative to insourcing) is the management fee, and the
customer requires the 3PL to justify this fee, often asking the 3PL to self-fund its management fee via cost savings (Third

party call note).

282 Third party call note.
283 Third party call note.
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()

attends trade shows and exhibitions around the world in order to learn about
new innovations in the space. It considers itself at the forefront of most
innovations by having a really good transformation team that are always
looking at the latest innovations. It also works with external consultants and
sometimes implements big changes with support from third party expertise
(ie consultants).?®

Another Grocery customer told us it does not view insourcing as an
alternative to its outsourced dedicated warehouses, including food sites. It is
currently carrying out a procurement exercise for [¢<]. It sees distinct
advantages in maintaining a mix of both insourced and outsourced
operations which allows it to adopt best practices from outsourced sites and
implement them in its insourced sites. It considers that building in-house
capacity would be a significant distraction, particularly [<], and that [<].
Therefore, [¢<]. If the balance between in-house vs outsourced dedicated
warehousing were to be [<], this would increase the risk to its supply chain
and it would lose the benefits of having a [¢<]network. As such it is not
feasible for the customer to insource [¢<] of its outsourced dedicated
warehouses.?8%

Other customers had more mixed views regarding the constraint of self-supply on
outsourcing. A customer considered self-supply to be a realistic option for some
sites (eg mature sites), but not others (eg new sites or those undergoing change).
Another customer told us that there were not specific characteristics that made a
particular dedicated warehouse easy or difficult to self-supply. Several customers
indicated that they would not want to change their current insourcing/outsourcing
mix, particularly given the risks involved in bringing outsourced sites in-house and
the benefits they obtained from outsourcing. For example:

(@)

A Grocery customer told us that self-supply is currently a realistic option, and
for this reason it often uses it as leverage in negotiations with 3PLs, eg
regarding the nominal management fee. If the customer is not satisfied with
the services being offered by a 3PL, it always has the option of shifting its
logistic operations in-house but would prefer not to. This is because
transitioning between insourcing and outsourcing (or vice versa) is inherently
disruptive and carries potential risks. [¢<]. Without a substantial and tangible
reason to alter its current insourcing/outsourcing mix, the customer believes
its existing approach remains the most effective strategy for its business.?%

Another Grocery customer told us that it always compares 3PL tender
responses against its in-house solution as if it was a bid in its own right, with

284 Third party call note.
285 Third party call note; and Third party response to the CMA’s RFI dated 24 March 2025.
286 Third party call note; and Third party call note.
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the ‘cost per case’ being the fundamental measure for comparison. However,
although it told us that it is fully capable of self-supply, especially for mature
operations, [8<].287

Another Grocery customer told us that [<]. It told us it would be operationally
feasible to insource all its 3PL solutions (including all sites run by Wincanton)
and it could probably take some of these sites in-house very quickly.
However, it was of the view that it would currently only be cost effective to do
so at one site. For the remainder of relevant sites, whether they are food or
non-food sites, any move to insource requirements would be cost additive.
The customer would consider self-supply more if there were significant
negative effects from just having one supplier post-Merger. The customer
stated that there are no specific features (eg automation) that it could point to
that make insourcing harder, although it said that the reality is that its non-
food sites are the most complex sites, whereas the food sites are fairly
manual, traditional warehouses.?8

Another Grocery customer told us that insourcing decisions are made on a
case-by-case basis. However, it also told us 3PLs suggest unique innovation
and ideas, that industry consultants could not provide to the same extent,
particularly including in-person visits to see potential innovations and in terms
of the 3PL carrying more implementation risk (both contractually and
commercially).28

[¢<] told us that self-supply is not a very serious consideration for a new
distribution centre that it is looking to open. This is because [¢<]. It stated
[¢<]. [¢<]. Furthermore, for its outsourced sites, self-supply of warehousing
has not been considered as a viable alternative.?%

A non-Grocery customer told us that within the wider [é<] Group there is
sufficient know-how and expertise to take their logistics operations in-house if
needed, but this would involve taking on significant risks, and self-supply
would be ‘sub-optimal’.2%

An industry consultant also told us that whether a customer decides to
insource or outsource tends to be a strategic decision and this decision is
usually taken before going out to tender.2°2

Some customers also highlighted costs of switching to self-supply. We provide
some examples below, although we note that the Parties have also provided their

287 Third party call note.

28 Third party call note; Third party response to the CMA’s RFI dated 25 March 2025; and Third party call note.
289 Third party call note.

290 Third party call note; and Third party response to the CMA’s RFI dated 19 March 2025.

291 Third party call note.

292 Third party call note.
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own detailed estimates of these switching costs, and we have considered this
evidence in further detail in Appendix C.

(@) A Grocery customer told us that if it wanted to insource all its warehouses, it
would need to hire at least 100 additional staff, and it would probably require
one year or more to find and recruit the right people. However, this would
mainly relate to non-food dedicated warehousing (as it outsources most of its
non-food sites), as it could hire less than 100 additional staff for its food
operations (given it already has food logistics experts in-house). Further, it
would be difficult to attract staff from 3PLs as they have a preference to move
between customers and industries to advance their careers.?%

(b) Another Grocery customer told us the cost to switch to self-supply is fairly
low, but the disruption would be significant since it is a six to twelve-month
process. The customer would need to build up colleague and leadership
experience, as well as handle any TUPE considerations.?%

(¢) A non-Grocery customer told us that it would be a large project to switch
back to self-supply, but not a major challenge. However, hiring experienced
senior staff, such as GXO’s ‘contract evolution team’, would be costly as they
are not covered by the TUPE.?%

6.89 We also explored with customers whether they would switch to self-supply in
response to a hypothetical price rise from 3PLs, and/or under what circumstances
they would consider switching. Customers found this question difficult to answer in
general, noting that 3PL performance is a combination of price and service quality,
and many customers consider that there are additional benefits to outsourcing that
cannot be replicated through self-supply. For example:

(@) A Grocery customer told us it would consider self-supply to be more likely (or
attractive) if the value created by 3PLs diminishes, or if 3PLs started
increasing management fees. It told us taking outsourced sites inhouse is not
something it is planning today, but if it became necessary to add a
competitive edge, the customer would consider it.2%

(b) Another Grocery customer told us it does not have a specific financial
threshold at which it would consider self-supply, as it currently lacks the
capacity to manage all operations in-house. It told us that transitioning
between insourcing and outsourcing (or vice versa) is inherently disruptive
and carries significant risks. To undertake such a change, the customer
would need a clear and compelling reason that justifies the associated risks

293 Third party call note; and Third party response to the CMA’s RFI dated 19 March 2025.
2% Third party call note.
295 Third party call note.
2% Third party call note.
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and operational upheaval. Insourcing would demand significant resources
and is not a practical solution for the customer at this time.2°"

(c) Another Grocery customer told us it would likely have to accept a 5% price
rise by 3PLs. It would start thinking about self-supply but it would not switch
to self-supply as this would be a very big cultural shift: additional employees
would need to be hired and capabilities would need to be built. It stated that it
does not use insourcing as an explicit bargaining chip in negotiations with
3PLs, although it considers that implicitly 3PLs are more worried about
customers insourcing, which removes business opportunities from the market
in the future, rather than losing business to other 3PLs.2%

6.90 As discussed in Appendix C, the Parties have provided examples of customers
switching from outsourcing to self-supply.?®® Based on the Parties’ data, and our
discussions with third parties, we understand that there are no recent examples of
switches from outsourcing to self-supply for Grocery customers (for contracts
above £10 million per year) and [¢<] Grocery customers ([¢<] out of [¢<]) do not
have examples of bringing outsourced sites (with a known contract value of
£10 million or higher) inhouse since 2015.

Evidence from internal documents

6.91 The Parties submitted that their internal documents show considerable evidence of
self-supply as imposing a direct competitive constraint. They supported this with
examples demonstrating instances where they considered self-supply to be a
competitor or where inhouse performance was seen to be particularly strong.3%

6.92 There are some internal documents that indicate self-supply imposes a
competitive constraint on the Parties.30" [8<]. For example:

(@) Ina GXO final project ‘kick off presentation ([¢<]), ‘in-house’ is mentioned
alongside [$<] as a key competitor.302 [8<].303

(b) The Parties’ Phase 1 Issues Meeting slides contain an extract from a [<]
tender document prepared by [<] for its CLS restructure [¢<] which states

297 Third party call note.

298 Third party call note.

299 Parties’ post-ISM proactive submission, dated 5 January 2025, Annex 004.6.

300 Parties, Issues Letter Response, 10 October 2024, paragraph R.37. The Parties subsequently submitted a section in
their response to the Phase 1 Decision titled ‘internal documents demonstrate constraint from insourcing and many
3PLs’. However, this section does not provide any further examples of internal documents that demonstrate the
constraint from insourcing and focuses on the constraint posed by other 3PLs (Parties’ response to the Phase 1
Decision, 2 December 2024, paragraphs 8.1-8.5).

301 We have also considered a third party internal document. This document includes a discussion in relation to self-
supply which was informed by conversations with several Grocery customers. We have placed limited weight on this
evidence given the fact that we have conducted our own extensive market outreach for the purposes of this investigation
which is more recent and more directly relevant to the issues we are investigating.

302 GXO's response to the CMA’s s109 notice 2 dated 13 December 2024, Annex 16.

303 Third party response to the CMA’s RF| dated 25 March 2025.
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6.93

()

()

that one of the options [é<] was considering was insourcing all of its food
warehouses. 304 [§<].305

A GXO document ([¢<]) for a [¢<] tender covering [¢<] dedicated Grocery
warehouses states that [¢<] included an inhouse option for each depot in the
tender process and benchmarked GXO'’s proposal against that inhouse
option. GXO assessed that [¢<].3% However, in a GXO final project ‘kick off’
presentation for the same customer ([<]) but a separate project, it appears
that the customer is only considering outsourced options.307 [§<].308

A GXO [<] document indicates a customer ([¢<]) would be prepared to self-
supply if GXO did not improve its offering by the time of the next tender.3%°
[]_310

A Wincanton document notes that ‘in-house’ is a key competitor in ‘Grocery &
Consumer’ warehousing and notes that in-house operations can be hard to
break into and [<].31

There are also internal documents indicating self-supply as a constraint for
non-Grocery customers. A Wincanton document states that Wincanton lost a
contract because the customer ([¢<]) decided to self-supply.3'? A Wincanton
document specifically lists ‘in-house’ alongside a number of other 3PLs as
competitors in the high street retail and home and DIY sectors.3'3 A
Wincanton document notes that Wincanton is competing with the customer’s
([¥<]) in-house solution which is run by a team of experienced logistics
professionals. However, the document also notes that, should Wincanton be
unable to agree terms with the customer, Wincanton expects that the
customer will eventually go to tender as it lacks the necessary ‘bandwidth’ to
deliver the desired change in-house.3'

However, there are other internal documents which indicate that self-supply, at
least in some situations, is a weaker constraint due to advantages the Parties
have over self-supply:

304 Parties’ Issues Meeting presentation slides, 8 October 2024, slide 18.
305 Third party call note.

306 GXO'’s Internal Document.

307 GXO’ response to the CMA’s s109 notice 2 dated 13 December 2024, Annex 19.
308 Third party call note.

309 GXO’s Internal Document.

310 Third party call note.

311 Wincanton’s Internal Document.

312 Wincanton’s Internal Document.

313 Wincanton’s Internal Document.

314 Wincanton’s Internal Document.
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6.95

6.96

6.97

(@) A GXO document which identifies key logistics trends and their expected
impact on third-party logistics, states that [$<].31°

(b) Another document indicates that GXO [<] self-supply, noting that it is
[]_316

(c) A third-party market study prepared for GXO lists a number of trends, such
as supply chain complexity and automation [<] in the next years which are
expected to [$<].317

(d) A Wincanton document notes that once customers’ needs reach a certain
level of complexity customers outsource the maijority of their logistics
operations, but as volumes become so large that an investment in logistics is
worthwhile, customers again mainly self-supply as insourcing becomes a
competitive advantage. [¢<] and [¢<] are included as examples on the cusp
of mainly outsourcing and mainly insourcing.3'8

Our assessment

We set out above the evidence we received on the constraint from self-supply
from the Parties’ submissions, third parties, and internal documents. Appendix C
provides further evidence on the prevalence of self-supply, customer re-insourcing
switches and self-supply modelling analysis. Appendix D sets out the Parties’
additional modelling combining the constraint from self-supply with constraints
from DHL and new entry. Appendix E discusses the Parties’ submissions
regarding relative margins for Grocery customers and whether these margins are
lower due to the competitive constraint from self-supply.

We spoke to 16 Retail customers, eight of which were Grocery customers. We
placed more weight on the evidence from Grocery customers but included
evidence from non-Grocery customers where appropriate for wider context.

We found that there is a significant degree of consensus amongst customers (and
the Parties) regarding the main costs and benefits of outsourcing, particularly
access to innovation and market-wide best practice and expertise in implementing
change. However, there was a wide variety of views regarding the balance
between the costs and benefits of outsourcing, and the extent to which these
benefits could be replicated through self-supply.

Several customers told us that there are important benefits to outsourcing that
could be difficult to replicate in-house, and in these cases, self-supply is not

315 GXO'’s Internal Document.
316 GXO'’s Internal Document.
317 GXO'’s Internal Document.
318 Wincanton’s Internal Document.
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generally viewed as a credible alternative in procurement exercises. A customer
told us that it compares self-supply as an alternative when it tenders for
outsourced opportunities, but [$<].3'° The Parties submitted that Grocers have the
clear ability to self-supply mature sites,3?° could even self-supply new sites and
major change projects,3?! and can replicate the key benefits of outsourcing
internally.3?2 We accept some Grocers appear to be able to self-supply all types of
sites themselves (including mature sites, new sites or implement change), but the
evidence suggests that several others see the benefit in outsourcing some of
these activities. Grocers told us that 3PLs bring innovation from across the market,
which is something that cannot be replicated if they self-supply. We therefore
consider the benefits of outsourcing are not limited to certain types of sites and
conclude that the competitive constraint of self-supply will vary between customers
and even by site.

6.98 The Parties submitted that most Grocery customer feedback on self-supply was
positive, and any concerns were narrower than they appear or sometimes appear
to be misconstrued.32 However, we found that only one Grocery customer (that
was currently outsourcing all of its dedicated warehousing) had no reservations
and raised no concerns about insourcing its currently outsourced dedicated
warehouses. 3%

6.99 The Parties submitted that the Grocery customers’ negative feedback about self-
supply and concerns about the Merger relate to only a few warehouses.3%°
However, [<], Grocery customers told us that they are not seriously considering
self-supply (or not considering it at all).326

6.100 We gave weight to the Parties’ internal documents on the basis that these
documents represent important contemporaneous evidence of the constraint of
self-supply on outsourcing. The Parties submitted that the documents supporting
self-supply being a weak constraint all apply to general CLS, while some of the
documents supporting self-supply as a competitive constraint relate specifically to
Grocers.3?" [&].

6.101 We gave weight to what Grocery customers told us about their incentive to self-
supply (although we gave little weight to Grocery customers’ reaction to a SSNIP
given their difficulty answering this question). We consider that the third-party
evidence suggests that the degree of substitutability between insourcing and

319 Third party call note.

320 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(c) and 156-175.

321 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(d) and 176-183.

322 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(e) and 184-210.

323 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(a) and 142-149.

324 Third party call note; and Third party call note.

325 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(b) and 150-155.

326 A Grocery customer told us that it is currently carrying out a procurement exercise for [8<] (Third party response to the
CMA’s RFI dated 24 March 2025). Another customer told us that [¢<] (Third party call note).

327 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 231-232.
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outsourcing varies both between customers and by site, depending on a range of
factors such as the existing mix of insourcing and outsourcing, extent of the
customer’s in-house expertise, their attitudes towards innovation and risk and the
nature of each procurement exercise (eg whether it is for the implementation of a
new project or a mature warehouse) ([¢<]). Even the same customer may consider
self-supply to be a close substitute to outsourcing for some contracts, but not
others ([¢<]). Notwithstanding these differences in propensity to insource, we
consider that 3PLs, and particularly a 3PL that is already operating a given
warehouse site, will have some understanding of the strength of constraint
provided by insourcing for a particular customer and/or a particular site (see ‘our
assessment’ in the integrated modelling section for more on price discrimination).

The Parties submitted that Grocers would have the incentive to self-supply if the
Merged Entity raised prices or reduced service levels, as the costs and benefits of
self-supply versus outsourcing are generally finely balanced and switching costs
are low.3%® We have analysed these submissions in detail in Appendix C. We
engaged with this evidence and concluded the following:

(@) Whilst the evidence on switching costs (and the relative efficiency of
insourced and outsourced warehouses) is informative, there remain certain
benefits of outsourcing that are inherently difficult to capture in an economic
model. This includes access to innovation and market-wide best practices
that 3PLs provide (which benefit not only the outsourced warehouses, but
also those that are currently insourced), as well as the delegation of risk and
accountability to a third party. Whilst the Parties’ economic modelling
provides a useful cross-check on the (mostly qualitative) third-party evidence,
it does not robustly establish that customers have the incentive to switch to
insourcing to prevent a degradation in price or quality post-Merger. We
therefore placed less weight on the modelling analysis and more weight on
the qualitative third-party evidence (including any evidence of actual switches
to re-insourcing due to poor performance)

(b) While the Parties provided examples of Grocery customers switching from
outsourcing to self-supply, [¢<] the Grocers that currently outsource ([¢<] out
of [¢<]) do not have any examples bringing outsourced sites (with a known
contract of £10 million or higher) inhouse since 2015.

As explained in Chapter 4, existing Grocery customer logistics networks tend to
mix insourcing and outsourcing dedicated warehouses in most instances. Grocery
customer views on outsourcing suggest that the proportion of warehouses that a
Grocery customer considers it will need to outsource to maximise the benefits of
outsourcing are likely to vary between customers. However, we consider that
Grocers can be expected to aim to optimise these configurations for their current

328 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 141(f) and 211-232.
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and, to the extent they are known, anticipated needs. For most Grocery customers
and contracts, the choice will not be between self-supplying all dedicated
warehouses or outsourcing them all, but between whether to self-supply a
particular warehouse or warehouses that are subject to a tender at a particular
point in time. A customer could therefore seek to retain some of the benefits of
outsourcing by retaining some outsourced warehouses even if it were forced to
self-supply others following the Merger. However, we expect any material change
in the proportion of warehouses that are outsourced in response to a price
increase and/or deterioration of quality would leave some Grocery customers
worse off relative to the position they would otherwise choose to be in absent the
Merger, since they would be forced to deviate from their current (likely) optimal
configuration.

Additionally, Grocery customer views suggest that the value of outsourcing
increases with lessons learned across more customer sites. We consider that if
the merger leads to significantly more insourcing, the market wide innovations that
are available and generated through outsourced sites will shrink, and so having
fewer outsourced sites may then reduce the overall value of outsourcing for all
customers.

The Parties submitted that the [¢<] margins they achieve for supplying Grocers
and other large Retail customers is further evidence of the strong competitive
constraint from insourcing.3?° We consider this evidence in Appendix E. Our view
is that there are many factors that affect contract-level margins, and as a result,
there is significant variation in margins between different Grocery customers and
different contracts for the same customer. We consider that there are important
factors which influence margins that remain unexplained, and we have not
identified a clear relationship between the threat of insourcing and margins.
Therefore, we placed less weight on the margin analysis.

In our assessment of countervailing factors, we have considered the extent to
which customers could increase the threat of insourcing post-Merger. We have not
received evidence that customers could materially increase the threat of self-
supply to mitigate the loss of competition resulting from the Merger.

Overall, we consider that while self-supply may constrain the Parties for some
specific customers and tenders, it is not a close substitute in others, as the
benefits of outsourcing may be difficult for some customers to replicate in-house.
We therefore conclude that although self-supply is useful in some circumstances
for many Grocers, it will not provide a material and consistent constraint across all
Grocery dedicated warehousing needs.

329 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 7.21.
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In this section we consider the extent to which Grocery customers can exercise
their buyer power to discipline the Merged Entity’s ability to increase prices or
deteriorate service quality. We focus on Grocery customers’ ability to switch 3PL,
to leverage their wider CLS requirements, or otherwise punish 3PLs (Grocery
customers’ exercise of buyer power through insourcing has separately been
discussed above).

Parties’ submissions

In the Merger Notice, the Parties submitted that post-Merger, mainstream retail
customers will continue to exercise significant countervailing buyer power,
including over the Merged Entity, due to their ability to deploy a range of
procurement strategies and processes. The Parties submitted that the resulting
strong buyer power will discipline the Merged Entity post-Merger.33°

In response to the CMA’s Interim Report, the Parties further submitted that
Grocers exercise remarkable bargaining power against 3PLs today even though
there are only three 3PLs with an incumbent position in the segment in the UK.
According to the Parties, this clearly demonstrates the strength of alternative
options available to Grocers within the dedicated Grocery warehousing segment —
or at least how effectively they wield the threat of those options.33! In support of
this submission, the Parties provided examples of Grocery customers switching
and excluding 3PLs from tendering processes to punish them, and disciplining
3PLs without switching, including demanding compensation for poor performance
(sometimes exceeding contractual obligations) or negotiating particularly
favourable contractual terms.332

In addition, the Parties submitted that Grocery customers are able to exert buyer
power through the scale and breadth of their overall CLS requirements to
discipline 3PL conduct within the dedicated Grocery warehousing segment (the
segment in which the CMA provisionally identified an SLC).333 In support of this
submission, the Parties provided an analysis comparing Grocery customers’
revenues with the Parties within and outside the dedicated Grocery warehousing
segment. According to the Parties, most of their business with Grocers is outside
this segment, with only two Grocers spending more on dedicated Grocery
warehousing than other services with the Parties. The Parties also submitted that
the Merger will enhance Grocers’ leverage in this regard, as some Grocers who
currently have limited ‘non-SLC segment’ spend with either Wincanton or GXO will
have a more significant proportion of non-SLC segment spend with the Merged

330 FMN, 5 September 2024, paragraphs 450-454.

331 Parties’ post-MPH submission, 28 March 2025, paragraph 3.12.

332 Parties’ post-MPH submission, 28 March 2025, paragraphs 3.1-3.21.

333 Parties’ second post-MPH submission, 8 April 2025, paragraphs 1.1-3.5 and Tables 1 and 2.
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Entity post-Merger. In addition, the Parties provided examples where Grocers
have sought to leverage their overall CLS position requirements with 3PLs.334

Our assessment

At the outset we note that, to prevent an SLC, buyer power would need to be able
to protect all customers in all circumstances. Strong buyer power from one or a
few Grocers or in some circumstances only would not be sufficient to constrain the
Merged Entity across the entire market segment.

We recognise that Grocers are large and sophisticated purchasers, including in
relation to their CLS requirements. However, as also discussed in Chapter 4:

(i) Grocers operate relatively low margin businesses, 33 and are generally risk
averse with a very low tolerance for underperformance or failure in their logistics
set-up;338 (ii) they consider switching 3PLs as a significant undertaking that entails
risks; 337 and (iii) the procurement exercises they undertake are costly to them and
can run over extended periods.338 As a consequence, we consider that Grocers’
buyer power from an ability to move business away from the Parties, is
constrained by the costs, risks, and disruption that switching entails. The costs,
risks, and disruption incurred by switching will also be intensified if any exercise of
buyer power by switching requires multiple contracts to be re-tendered
concurrently.

Moreover, a customer’s buyer power depends on the availability of good
alternatives it can switch to.3%° As detailed above, there are only three credible
suppliers of larger dedicated warehousing contracts. Post-Merger, Grocery
customers will have their choice of credible suppliers reduced from three to two
3PLs. In view of the evidence from market shares, bidding data and third parties,
the Merged Entity will also be a much stronger competitor than DHL. We consider
therefore that the Merger will result in a material weakening of Grocery customers’
buyer power for dedicated grocery warehousing.

We recognise that Grocery customers’ overall CLS requirements may represent
an additional source of leverage with 3PLs. That said, we consider that the
availability of good alternatives that customers can switch to in the market of
concern, which in the context of an SLC will have been reduced, is the most likely
way that buyer power can prevent an SLC arising in that market.34° This applies

334 Parties’ post-MPH submission, 28 March 2025, paragraphs 3.1-3.21. The Parties provided three examples of Grocery
customers seeking to leverage their overall CLS requirements ([¢<], [¢<] and [<]).

335 See for example: CMA, Competition and profitability in the groceries sector, 26 July 2024, paragraphs 1.3-1.6; and
CMA, CMA updates on action to contain cost of living pressures in groceries sector, 20 July 2023.

336 Third party call note; Third party call note; and Third party call note.

337 See for instance: Third party call note: ‘The Customer reiterated that it would always worry about uncertainty,
transition and change’.

338 Third party call note.

339 CMA129, paragraph 4.20.

340 CMA129, paragraph 4.20.
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even more strongly in circumstances where a merger results in the loss of a major
competitor in an already very concentrated market segment. We are also doubtful
as to whether the Merger would afford Grocery customers a greater ability to
leverage their overall CLS requirements. Customers are likely to already have an
incentive, pre-Merger, to maximise this leverage in order to achieve the best
possible terms from 3PLs. In addition, as the Parties overlap in other CLS
segments, customers’ ability to use alternative options in respect of such other
CLS segments will also be impacted by the Merger.

Notwithstanding this, we have reviewed the Parties’ analysis comparing Grocery
customers’ revenues with the Parties within and outside the dedicated Grocery
warehousing segment. We note that, on the basis of the Parties’ analysis, the
Merger does not result in a change to the percentage spend on ‘SLC segment’
services compared to ‘non-SLC segment’ services for three Grocery customers
and only a small change for another Grocery customer.3*' This suggests that,
post-Merger, not all customers will be able to increase their leverage against the
Parties. Furthermore, on the basis of the Parties’ analysis, two Grocery customers
will continue to spend more on ‘SLC segment’ services with the Parties than ‘non
SLC segment’ services, post-Merger.3*? It is also the case that the Parties’
analysis excludes non-food dedicated warehousing from the ‘SLC segment’. We
do not consider that this is appropriate (see paragraphs 5.20 and 6.54). When the
Parties’ analysis is adjusted to include non-food dedicated warehousing in the
‘SLC segment’ we find that, contrary to the Parties’ submission, for half of the
Parties’ Grocery customers, the ‘SLC-segment’ spend is materially higher than
their ‘non-SLC segment’ spend.

We also note that some Grocery customers may have a preference for using the
Merged Entity as a provider of both dedicated warehousing and another type of
CLS service (where we have not found an SLC) (eg warehousing and
transport).343 For those customers the incentive to move other business away from
the Parties in order to punish the Merged Entity may be weaker, even if they had
the ability to do so.

As regards the Parties’ examples of Grocery customers flexing their buyer power
by switching, demanding compensation, or seeking to leverage their overall CLS
requirements, we have several concerns regarding the weight that can be
attached to them:

341 There is no change in the percentage spend on ‘SLC segment’ services compared to ‘non-SLC segment’ services for
[<]. There is also no change for [¢<] but the Parties do not supply dedicated food warehousing to [<]. There is only a
small change for [8<]. See Parties’ second post-MPH submission, 8 April 2025, Table 2.

342 [8<]. See Parties’ second post-MPH submission, 8 April 2025, Table 1.

343 For example, some Grocers told us about issues to consider when using the same provider for transport and
warehousing, or splitting the two (Third party call note; Third party call note; and Third party call note).
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(a) All of the examples reflect pre-Merger competitive conditions. As noted
above, post-Merger, the alternatives available to Grocery customers will be
reduced, which will impact their ability to flex their buyer power.

(b) Inthe case of all of the examples, it is unclear on the basis of the evidence
available, to what extent they simply reflect reasonable demands from
Grocery customers in the context of material contractual performance
failures.

(c) Regarding three examples the Parties provided of Grocery customers
seeking to leverage their overall CLS requirements, it is unclear if each
Grocery customer in question was necessarily seeking to leverage its CLS
requirements in areas outside of dedicated Grocery warehousing into
dedicated Grocery warehousing.344

(d) Regarding two examples the Parties provided of Grocery customers
excluding 3PLs from tender processes to punish them, we consider that the
first example did not clearly involve punishment, and the second example
involved exceptional circumstances which may not reflect how Grocery
customers would react to an increase in price or reduction in service quality
(as may result from the Merger).34

6.119 As such, and in particular given the lack of alternative suppliers, we conclude that
customers’ ability to credibly threaten to switch dedicated warehousing suppliers,
is likely to be materially reduced as a result of the Merger. We also consider, in
view of the evidence taken in the round, that the exposure of the Merged Entity to
‘non-SLC segment’ spend — which varies significantly between customers — will
not be sufficient to restore buyer power of customers to pre-Merger levels. As a
result, we find that whilst all Grocers are sophisticated buyers and some may
indeed exercise a degree of buyer power in some circumstances, the exercise of
buyer power by Grocers will be insufficient to constrain the Merged Entity or
prevent the SLC.

344 As for the [¢<] example, the Parties noted that in relation to an alleged performance issue, [¢<]. However, we do not
consider it is appropriate to make a distinction between food and non-food within dedicated warehousing in this regard as
we consider that the Merger will reduce competition in relation to both. In relation to the [8<] example, [¢<]. However, we
understand that [¢<] sites do not concern dedicated Grocery warehousing, and so this example did not specifically
concern [¢<] leveraging its position in respect of non-SLC spend as punishment in respect of SLC-spend. In relation to
the [e<] example, [<]. However, we understand that all of GXO’s warehouses with [8<], and so this example did not
specifically concern [é<] leveraging its position in respect of non-SLC spend as punishment in respect of SLC-spend.

345 |n relation to the [$<] example, the Parties noted that [¢<]. However, we note that [$<] nonetheless made it through
the [¢<] (Third party call note), or what the Parties refer to as [¢<]. In relation to the [6<] example, [¢<]. However, we
consider this example is more likely to reflect a customer reacting to a very serious issue as opposed to reflecting how a
customer may respond to a reduction in competition such as an increase in price or reduction in service quality (as may
result from the Merger).
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In this section we discuss the Parties’ integrated modelling analysis which
considers how DHL, self-supply and 3PL entry/expansion constrain the Merged
Entity’s ability to increase prices or deteriorate service quality.

Parties’ submissions

In response to the CMA’s Interim Report, the Parties submitted that the CMA did
not assess the aggregate effect of the threat posed by DHL, self-supply and 3PL
entry/expansion on the Merged Entity’s incentives immediately post-Merger.
According to the Parties, when all sources of constraint are considered together,
the Merged Entity could not profitably raise prices or deteriorate its offering. In
support of this, the Parties submitted modelling analysis (‘integrated modelling
analysis’) to assess the aggregate effect of all three constraints.346

As set out above in the self-supply section of our competitive assessment and in
Appendix C, the Parties originally submitted an analysis examining whether it
would be cost effective for GXO'’s largest 20 Retail customers to self-supply in
response to a 5% increase in contract value (the Parties’ SSNIP model).34” We
proposed an alternative model (using the same underlying data) that compared
the net benefit of self-supply and the net benefit of outsourcing to understand the
potential post-merger percentage price increase given the constraint of self-supply
(the CMA’s self-supply modelling analysis). However, we considered that both the
Parties’ SSNIP model and our proposed alternative self-supply modelling analysis
failed to capture all the relevant considerations for a customer’s decision whether
to outsource or self-supply, and thus did not reflect the competitive constraint of
self-supply on outsourcing (see Appendix C).

The Parties’ integrated modelling analysis built on the CMA’s self-supply modelling
analysis in the Interim Report and extended it to include additional constraints from
DHL and 3PL entry/expansion. The Parties’ integrated modelling analysis had two
time periods (Period 1 and Period 2) and compared the Merged Entity’s profits
from two strategies for each Grocery customer: (i) Strategy 1: no price increase in
Period 1 and no entry in Period 2; compared to (ii) Strategy 2: a price increase in
Period 1 which induces entry in Period 2.348 Strategy 1 profit is pre-merger profits
for all years in both periods. Strategy 2 balances an increase in profits in Period 1
(due to a price increase) against a decrease in profits in Period 2 conditional on
the probability that customers switch away from the Merged Entity (which we refer
to as ‘punishment’) (see Table D.1 in Appendix D).

346 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 4 and 46-51.

347 Frontier Economics, The competitive threat posed by insourcing and mixed sourcing — an updated submission
prepared for the CMA, 14 January 2025, paragraphs 12-14 and 55.
348 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 51-52.
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The Parties also submitted that any attempt to price discriminate based on the
Merged Entity’s best estimates as to how willing each Grocery customer would be
to switch to self-supply, DHL, or sponsor a new entrant, would be inaccurate by a
significant degree due to information asymmetries, and would not be able to
accurately factor in the risk of retaliation.3* The Parties also submitted that any
price increase on an untargeted basis would risk losing a significant volume of
business (accordingly, the Parties included an additional modelling sensitivity
analysis where the Merged Entity also loses business in Period 1).3%

Our assessment

In Appendix D we present our analysis of the Parties’ integrated modelling
analysis assessing whether the Merged Entity would have an incentive to increase
prices to Grocery customers considering the combined effect of the constraints
from DHL, self-supply and 3PL entry/expansion.3%’

As set out in further detail in Appendix D, we consider that the integrated
modelling analysis is useful to help us understand some of the trade-offs and
factors which the Merged Entity might consider when setting its prices, particularly
those which might be capable of quantification.

Overall, we accept that DHL, self-supply and 3PL entry/expansion are relevant
constraints to consider. However, we have identified three main concerns
regarding the modelling.

First, a Grocer’s decision to outsource is complex, and the model attempts to
capture only the financial considerations involved. It does not account for other
relevant strategic factors, including a more holistic assessment of their overall
logistics network and longer-term strategic objectives. This appears to be reflected
in the predictions of the model, for which [<] out of seven Grocers ([¢<]) do not
currently have an incentive to outsource (according to the model), as the value of
their management fee is greater than the value of their gainshare. This suggests
that the model does not fully capture the value that customers derive from
outsourcing.

Second, we consider that the model’s results are not robust to (at least) equally
plausible changes in assumptions. For example, if we include ‘hard to quantify’
benefits of outsourcing and reduce Period 2 from five years to three years, we find
that, in most scenarios where the Parties have at least a 50% probability of
retaining the Grocery customer in Period 2 (which we consider is likely given our

349 Parties’ response to the CMA’s Interim Report, 12 March 2025, paragraphs 15-17; and Parties’ post-MPH submission,

28 March 2025, paragraphs 3.
350 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 17, 72-83; Parties’ post-MPH submission,

28 March 2025, paragraph 3.8(a).
351 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 48-51.
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third concern about the integrated modelling analysis, set out below), the Merged
Entity has an incentive to raise prices for most Grocers in Period 1.

As we set out in Appendix D, we consider that these assumptions are (at least)
equally plausible because:

(@) Including ‘hard to quantify’ benefits of outsourcing improves model fit in that
all Grocers who currently outsource have an incentive to do so according to
the model, consistent with observed practice.

(b) Reducing Period 2 from five years to three years is consistent with the
Parties’ submission that contracts typically last between three and five years,
and our analysis of the Parties’ current Grocery customer contracts suggests
that a duration of three years or less and five years or more appear to be
equally common. Despite reducing the duration of Period 2, we consider it
appropriate to keep Period 1’s duration of five years because the evidence
suggests five years is a more reasonable estimate than three years,
regarding how long it would take for sufficient entry to occur.

Third, the model assumes that if the Merged Entity raises prices in Period 1,
Grocers will respond by switching in Period 2. We consider that this relies on a
‘punishment’ mechanism, where Grocers incur an implied cost (which is the
difference between the Parties’ offer and the next best alternative) to switch away
from the Merged Entity. In particular, we consider that, while punishment is
possible, it is an unlikely customer response given that Grocers are risk-averse
and would incur risks and costs to switching to a less effective alternative (see
further paragraph 6.113 above). Furthermore, on the basis of the evidence
available, we are not aware of clear examples where Grocers have switched 3PLs
as a form of punishment (see further paragraph 6.118 above).

As regards the Parties’ submission that the Merged Entity would not be able to
price discriminate because it would not be able to accurately estimate each
Grocer’s willingness to switch to self-supply, DHL, or sponsor a new entrant, we
do not consider that this is supported by the available evidence. To the contrary,
the available evidence indicates that it is likely that the Merged Entity would have a
reasonable understanding of the alternatives for a given customer and/or
dedicated warehouse:

(@) Constraints from other 3PLs. The supply of dedicated Grocery
warehousing is highly concentrated with only three competitors (GXO,
Wincanton and DHL). Moreover, the Merger will reduce the number of
existing competitors from three to two, materially reducing the degree of
uncertainty facing the Merged Entity.
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(b) We understand that customers do not commonly reveal the identity of other
participants in a procurement exercise.3%? Nonetheless, GXQO’s internal
documents indicate that, even under pre-Merger competitive conditions, it
has been able to identify competitors. For example, this is confirmed by
GXO'’s internal documents for [<] (although we note that these examples
were for non-Grocery business opportunities).3®® Other GXO internal
documents indicate that at least in some instances GXO is able to estimate a
probability of winning.3%

(c) Similarly, third parties have indicated that a 3PL will often have an
understanding of the most credible competitors for a particular tender.3% One
third party stated that [6<].3%

(d) GXO has acknowledged that at least in some cases they get to know who the
competitors are on a tender (although they do not know their competitors on
every single tender).3%

(e) Grocers commonly undertake multi-stage procurement exercises involving
bidding processes when they tender CLS. These exercises are commonly
followed by bilateral negotiations with very few, sometimes only a single
3PL.3%8 We also understand that the final price and commercial terms are
only determined at the negotiation stage in a tender process during which a
3PL may be able to elicit further information regards competing offers and
better gauge the extent to which self-supply is a credible alternative for the
customer.3%°

(f)  As for the Merged Entity’s ability to predict customer’s willingness to sponsor
entry by a new 3PL, we note that, as discussed in Chapter 7, no Grocery
customer has indicated to the CMA a strong willingness to sponsor entry. We
also consider that the Merged Entry would have a reasonable understanding
of the costs and risks attached to sponsored entry and in turn the likelihood
of this occurring post-Merger.

352 See for example: Third party call note; and Third party call note.

353 GXO’s response to the CMA’s s109 notice 1 dated 27 November 2024, Annexes ‘[¢<] and ‘[¢<] to Question 16,
page 6. GXO subsequently told us that [<]. (GXO’s response to the CMA’s RFI of 9 January 2025). However, we infer
from these documents that GXO is able to predict incumbents and which other 3PLs are competing for a particular
contract. We note that in the examples provided, GXO correctly predicted [<] participation.

354 GXO's response to the CMA’s s109 notice 1 dated 27 November 2024, Annex ‘[¥<] to Question 16, page 6.

355 A competitor for example told us that bidders are not told who the other participants are but can often guess due to
market knowledge (Third party call note).

3% Third party call note.

357 MPH transcript, page 36.

3% See Parties’ site visit presentation slides, 28 November 2024, slide 16. A consultant described the process when it is
conducting it on behalf of a customer (Third party call note).

359 The Parties stated: ‘Negotiation - Contracts verbally awarded but commercial terms negotiations continue’ with one or
two vendors (Parties’ site visit presentation slides, 28 November 2024, slide 16) and, similarly, a consultant told us that:
‘the parameters being negotiated at those final stages tend to be margins, startup costs, [...], and incentive schemes’
(Third party call note).
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(g) Constraint from self-supply. GXO'’s internal documents indicate that [<].
[¢<] (see section ‘Evidence from internal documents’ in Self-supply).

(h) Transparency in relation to customers’ self-supply needs is aided by the fact
that there are a relatively limited number of Grocers in the UK, the Parties
operate as incumbent providers at a large number of Grocers’ dedicated
warehouses, and some of the supply relationships between the Parties and
Grocers have been in place for extended periods.360

(i) Transparency in relation to the constraint imposed by insourcing is also
supported by third party evidence. [¢<].361

() Inaddition, the Parties have noted that the movement of senior staff across
3PLs and between 3PLs and Grocers is very common.362 According to the
Parties, 3PL staff move to work for Grocers in-house, and vice versa, such
that it is a fluid job market where everybody knows everybody.36 We infer
from this that some knowledge is likely to transfer with those staff
movements. In addition, the Parties told us that a customer’s preferences
regarding self-supply can change when there are senior staff changes.364
Staff movements may therefore further aid transparency regarding Grocers’
preferences.

Considering all of the above in the round, we have placed limited weight on the
integrated modelling analysis, and more weight on the qualitative evidence from
third-party calls and internal documents when assessing the constraints from DHL,
self-supply and 3PL entry/expansion. We also consider that the Merged Entity
would have a reasonable understanding of the alternatives for a given customer
and/or dedicated warehouse in order to profitably raise prices on a targeted basis.

Conclusion on TOH 3 (dedicated warehousing)

6.134

The evidence we have obtained from our bidding analysis, customers, competitors
and industry consultants consistently shows that the Parties compete closely in the
supply of dedicated warehousing. Alongside DHL, the Parties are two of the three
most successful suppliers to Retail customers, and the only suppliers with a
successful and sustained record of winning the very largest contracts.%° In
particular, as recognised by the Parties, these three suppliers currently account for

360 For example, see the relationship between GXO and [¢<]: Parties’ site visit presentation slides, 28 November 2024,

slide 22.

361 Third party call note.
362 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraph 101.

363 MPH transcript, page 10. See also GXO'’s 3PL Sponsorship Remedy Proposal, 5 March 2025, Annex RP.003.
364 |1SM transcript, pages 19-20; and MPH transcript, page 16.

365 Further, as shown in Appendix A, our share of supply estimates show that the Merged Entity would be by far the
largest supplier of warehousing services (shared and dedicated) to Retail customers.

83


https://www.gov.uk/cma-cases/gxo-slash-wincanton-merger-inquiry#response-to-the-interim-report

6.135

6.136

6.137

all of the major outsourced dedicating warehousing for Grocery customers and the
combined share of the Merged Entity would be [70-80]%.

We found that a key factor driving this market outcome is customer preference for
3PLs with a strong track record in the relevant sector. This is particularly the case
for Grocers, whose warehouses store and process a wide range of products
(including perishable goods that must be delivered within tight timeframes to
multiple stores) and who are risk averse in their choice of supplier. The evidence
shows that this creates a material barrier to entry for those suppliers that have not
already developed a credible UK track record in the provision of dedicated
warehousing to Grocery customers.

In addition to having a high combined share in respect of all dedicated
warehousing to Grocery customers, the Parties have an even higher combined
share, at [90-100]%, in respect of food dedicated warehousing to Grocery
customers (which accounts for the majority of Grocery customers’ dedicated
warehousing procurement). The Parties do not currently overlap in respect of non-
food dedicated warehousing for Grocery customers, which are currently only
supplied by GXO and DHL. Nonetheless, we found that Wincanton is still
considered as a relevant competitor for such warehouses and limited available
evidence that the competitor set (beyond GXO, DHL and Wincanton) is
significantly wider compared to food dedicated warehouses for Grocery
customers.

An important question in our competitive assessment was the extent to which
3PLs are constrained by the threat from self-supply, particularly in the Grocery
segment where competition from other 3PLs is more limited. Our conclusion on
self-supply is that:

(@) There is general consistency across the views held by third parties regarding
the nature of the costs and benefits of outsourcing. Many customers have
emphasised that 3PLs provide valuable access to innovations and market-
wide best practice, which can then be applied across both their insourced
and outsourced warehouses. 3PLs also offer expertise and experience in
introducing and implementing changes as well as other benefits.

(b) However, there was a wider variety of views regarding the relative size of the
costs and benefits of outsourcing to 3PLs, and the extent to which these
benefits could be replicated through self-supply. We consider that the degree
of substitutability between self-supply and outsourcing is driven by a range of
factors such as the existing mix of insourcing and outsourcing in the network,
the extent of the customer’s in-house expertise, their attitudes towards
innovation and risk, and the specific nature of each procurement.
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(c) Overall, although self-supply is useful in some circumstances for many
Grocers, it will not provide a material and consistent constraint across all
Grocery dedicated warehousing. We consider that even if these customers
could switch to self-supply in order to mitigate an adverse effect of the
Merger, they would be worse off as a result as they would very likely lose
some of the benefits from outsourcing outlined above (and that this would be
the case even if they were still to retain other outsourced dedicated
warehouses).

We recognise that Grocers are large and sophisticated buyers who may exercise
buyer power by threatening to switch 3PL. That said, we consider that Grocers are
risk adverse and their propensity to switch will be constrained by the costs, risks
and disruption incurred by doing so. Buyer power based on the ability to switch is
also unlikely to prevent an SLC without the availability of good alternatives to
switch to. In this case, post-Merger, the number of 3PLs is reduced from three to
two firms, with the only remaining alternative being considerably weaker than the
Merged Entity. Given the lack of alternative suppliers, customers’ ability to credibly
threaten to switch dedicated warehousing suppliers is materially reduced by the
Merger. We recognise that Grocery customers may be able to use their wider CLS
requirements (what we have referred to as ‘non-SLC segment’ spend) as a further
source of leverage or punishment with 3PLs. However, taking the evidence in the
round, we consider that the Merged Entity’s exposure to ‘non-SLC segment’ spend
— which varies significantly between customers — will not be sufficient to restore
customers’ buyer power to pre-Merger levels.

As set out in Chapter 7, we consider that entry in the supply of dedicated
warehousing services for Grocery customers by at least one 3PL is likely at some
stage post-Merger. But such entry is unlikely to be timely or sufficient as any
entrant is likely to require significantly longer than two years to expand and gain
sufficient track record to become a credible and effective alternative to the Merged
Entity.

We have engaged with the Parties’ integrated modelling analysis, which the
Parties submit shows that the Merged Entity would not have an incentive to
increase prices to Grocery customers considering the combined effect of the
constraints of DHL, self-supply and 3PL entry/expansion. We consider that the
model suffers from three main issues: (i) a Grocer’s decision to outsource is
complex, and the model captures only the financial considerations involved, but
not other relevant strategic factors; (ii) the model's results are not robust to (at
least) equally plausible changes in assumptions; and (iii) the model’s framework
relies on customer’s switching away from the Merged Entity, which we consider is
possible but unlikely given the limited supporting evidence and the implied cost
that a Grocer may need to incur by switching to a less favourable alternative. As
such, while we consider the model is useful in understanding the potential trade-
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offs the Merged Entity would need to consider, we have placed limited weight on
the results of the model.

Instead, we consider that when all remaining constraints on the Merged Entity are
taken into account — including the constraint from DHL, self-supply, customers’
buyer power, and the threat of future 3PL entry/expansion — the available evidence
overall indicates that they will be unable to replicate the competitive constraint that
Wincanton provided pre-Merger and will not prevent the Merged Entity from
increasing prices or degrading services to Grocery customers. Furthermore, we
consider that the Merger is likely to lead to a loss of innovation or the Merged
Entity making innovations available on less favourable terms.

We also consider that, contrary to the Parties’ submissions, post-Merger, the
Merged Entity would have a reasonable understanding of the alternatives for a
given customer and/or dedicated warehouse in order to profitably raise prices on a
targeted basis.

Accordingly, by removing the constraint that GXO and Wincanton exert on each
other, we consider that the Merger has resulted, or may be expected to result, in
an SLC in the supply of dedicated warehousing to Grocery customers. We
consider the Merger would impact all types of Grocery customers’ dedicated
warehouses (ie both food and non-food dedicated warehouses).

We also note that it would not be appropriate to consider the effects of the Merger
only upon existing customers. Grocers who may be potential customers of 3PLs in
the future (for example, those who may open new warehouses or who decide to
outsource warehouses that are currently insourced) would also be adversely
affected by the Merger. We note in that respect that a Grocer, who is not currently
a customer of the Parties, raised concerns about a reduction of competition in the
grocery logistics market and highlighted considerable consolidation in the
market. 366

In the non-Grocery (Retail) segment, there are a wider set of 3PLs successfully
competing for dedicated warehousing tenders, and only two customers expressed
negative views to us regarding the impact of the Merger (albeit others expressed
mixed views). Further, we consider that several competitors have expansion plans
outside the Grocery segment, whereas we have seen no evidence of such plans in
Grocery, which is consistent with the evidence we have received which indicates
that barriers to entry are higher for this segment (see section ‘Entry and
expansion’ below). Whilst we recognise that the Parties are two of the leading
suppliers for non-Grocery Retail customers, we consider that there are sufficiently

366 Third party response to the CMA’s RF| dated 14 April 2025.
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strong competitive alternatives such that the Merger may not be expected to result
in an SLC for non-Grocery Retail customers.

In the Non-Retail segment, the Parties also have a sizeable share of supply, but
DHL would remain the largest provider in this segment post-Merger, and there are
other suppliers such as XPO and Unipart with shares above 10%. The bidding
data also shows that competition is more intense in the supply of warehousing to
Non-Retail customers. Therefore, we consider that there are sufficiently strong
competitive alternatives such that the Merger may not be expected to result in an
SLC for Non-Retail customers.

On the basis of the evidence above, we have concluded that the Merger has
resulted, or may be expected to result, in an SLC in the supply of dedicated
warehousing to Grocery customers in the UK.

87



7. COUNTERVAILING FACTORS

7.1 In some instances, there may be countervailing factors that prevent or mitigate any
SLC arising from a merger. We assess below the different ways in which this could
occur (either individually or in combination): (i) entry and/or expansion of third
parties in reaction to the effects of the Merger; (ii) customers increasing the
constraint from self-supply; or (iii) through merger efficiencies.

Entry and expansion

Framework for assessing entry and expansion

7.2 As set out in the MAGs,3%” we have used the following framework to determine
whether entry or expansion would prevent an SLC. The entry or expansion must

be:
(@) timely;
(b) likely; and

(c) sufficient to prevent an SLC.
7.3 These conditions are cumulative and must be satisfied simultaneously.

7.4 In order to reach a view on the timeliness, likelihood and sufficiency of future entry
and expansion we first consider the Parties’ submissions and then the evidence on
barriers to entry and expansion (with a focus on the supply of dedicated
warehousing to Grocery customers). Finally, we assess each of the three
conditions in detail. In this case, we consider that it is helpful to first consider
whether entry or expansion would be likely, and then the timeliness and sufficiency
of such entry or expansion.

Parties’ submissions

7.5 The Parties submitted that barriers to entry are low in the supply of Mainstream
CLS, including for the supply of dedicated warehousing to Grocery and other large
Retail customers. With reference to the specific barriers to entry discussed in the
CMA'’s Phase 1 Decision,3%® the Parties stated that:

(a) Track record: whilst track record and reputation are clearly important
competitive parameters, recent examples of successful entry show that 3PLs
can win business by leveraging their expertise from adjacent product markets
(such as XPO and Culina in transport) and adjacent geographic markets

367 CMA129, paragraphs 8.31-8.32.
368 CMA, Phase 1 Decision, 1 November 2024.
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(such as CEVA and ID Logistics in mainland Europe). The Parties also stated
that Retail customers with multiple warehouses also have the option of
testing out new 3PLs with a subset of their operations.36°

(b) Size and scale: TUPE obligations, high levels of customer asset ownership
and the modularity of large Retail customers’ needs minimise the relevance
of a 3PL’s size. This is the case for dedicated warehousing specifically, as
the facilities and technology (such as the warehouse management system)
are typically customer owned or leased. The Parties also provided evidence
to demonstrate that both the level of capital expenditure and short-term staff
(to cover demand fluctuations) provided by 3PLs are very limited in practice,
such that size and scale do not constitute material barriers to entry.370

The Parties stated that the lack of any material barriers to entry is evidenced by
the recent successful entry of Maersk, Arvato, Beckmann and ID Logistics into
Retail CLS. The Parties provided evidence showing that each of these providers
have successfully competed for large Retail CLS contracts in recent years,
including Samsung and ASOS (Maersk), Hugo Boss and Uniqglo (Arvato),
Superdry and Amazon (Bleckmann), and Inditex (ID Logistics). The Parties
submitted that in many of these instances, these new entrants [$<].37

Regarding Grocers specifically, the Parties submitted that the limited 3PL
competitor set for this group of customers is not driven by material barriers to
entry, but rather due to factors which currently limit a Grocer’s incentive to
consider other 3PLs — namely, that competition among three 3PLs (ie GXO,
Wincanton and DHL) is sufficient to deliver favourable pricing and terms and high
levels of service.3’? The Parties stated that Grocers are highly sophisticated and
powerful purchasers of CLS services, who have various strategies to encourage
and/or sponsor new entry and expansion (as Iceland did with GXO in 2016). Post-
Merger, 3PLs who already have a Grocery foothold (eg Culina Group and XPO)
and/or established 3PLs with international Grocery Retail experience (eg CEVA)
would be well placed to expand further.373

In response to the CMA’s Interim Report, the Parties made the following additional
submissions:

(a) Grocers do not have a consistent view of what they consider to be ‘track
record’ which in reality can be demonstrated in different ways.3’4 In the event
of potential price increases or degradation in services, Grocers are likely to

369 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraphs 6.9-6.10.

370 Parties’ post-CMA update call proactive submission to the CMA, 14 January 2025, paragraphs 3.1-3.10; and Parties’
response to the Phase 1 Decision, 2 December 2024, paragraph 6.14.

371 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraphs 3.43 and 6.17-6.21.

372 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.2.

373 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 1.6.

374 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraph 90.
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(b)

(c)

(d)

(e)

adjust their ‘track record’ requirements to consider a broader range of
3PLs.375

In any event, there are multiple 3PLs that can already evidence many of the
essential components of ‘track record’ in various ways, including by
referencing (i) prior or other warehousing experience with UK Grocers;

(i) other contractual relationships with UK Grocers; (iii) experience in Grocery
in other jurisdictions; (iv) experience in adjacent markets; and (v) senior staff
from experienced incumbents. According to the Parties, at least four 3PLs
(CEVA, Culina, XPO and ID Logistics) can each demonstrate multiple of
these credentials.3’® The Parties further submitted that both senior personnel
and site managers move frequently between 3PLs and Grocers and
immediately support ‘track record’ and demonstrate operational credibility.3””

The Interim Report does not acknowledge the simple reason why rival 3PLs
are not currently leveraging their track record to create concrete plans to
enter the Grocery segment, namely the intensity of competition among 3PLs
active in the segment, the threat of self-supply which further sharpens 3PL
competition, and the [6<] low margins earned by 3PLs as a result.3"®

If existing 3PLs raised prices or degraded their services, entry would be
faster and more expansive than the Interim Report provisionally finds. The
risk of triggering such entry exerts a strong disciplining effect on the Parties
today.379

More specifically, in relation to the likelihood of entry/expansion, while the
CMA may not have identified evidence of concrete plans of entry, market
conduct and credentials demonstrate that there are a number of 3PLs that
have the incentive and ability to rapidly seek entry if the Merged Entity were
to raise prices or degrade its services.38 According to the Parties:

(i) Culinais actively pursuing Grocery tenders, [<]; and (based on GXO'’s
market intelligence) [¢<] and [<]. Further, Culina’s recent ‘key strategic
hire’ of a new CEO who had previously worked at a Grocer would make
it well positioned to expand in dedicated Grocery warehousing.38'

(i) Inrelation to CEVA, limited weight should be placed on [<]. By
contrast, CEVA'’s bid for Wincanton is unequivocal evidence of its
intention to build its reputation in Grocery. In addition, [¢<].

375 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraph 93.

376 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 22 and 98-111; and [<].

377 Parties’
378 Parties’

MPH slides, slides 14-15.
response to the CMA’s Interim Report, 12 March 2025, paragraph 23.

379 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 4-6.

380 Parties’

response to the CMA’s Interim Report, 12 March 2025, paragraphs 113-117.

381 Parties’

MPH slides, slide 16; and MPH transcript, page 43.
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(f)

(iii) In relation to XPO, as XPO’s CLS non-compete has expired in August
2023, XPO has begun to [¢<]. For example, in 2023, GXO lost a
contract opportunity with [¢<] to XPO. GXO also understands that XPO
participated in the [<] tender ([¢<]), and GXO considers it is likely to be
[<].

In relation to the timeliness of entry/expansion, the Interim Report’s
provisional conclusion that entry/expansion would likely take more than two
years is overestimated:38? (i) Grocers do not have a consistent view of track
record and multiple 3PLs can already demonstrate track record across a
number of factors; (ii) the timeline that Grocers have suggested it would take
for a new 3PL to become a credible alternative is overstated; (iii) low
switching barriers facilitate Grocers’ ability to test new 3PLs for shorter
periods, including through shorter term contracts, review clauses and
expansive termination or penalty clauses; (iv) feedback provided by Grocers
on their readiness to award contracts to new 3PLs appears to have been
provided on the assumption of current conditions of competition, rather than
taking into account how both customers and 3PLs will be incentivised to
accelerate entry should the Merged Entity raise prices or degrade services
post-Merger; and (v) even if a 3PL is only able to win part of a tender this
would have a constraining effect on the Parties.

In relation to sufficiency of entry/expansion, the standard set for sufficiency in
the Interim Report was inappropriately high and would not even be met by
Wincanton.383 Wincanton services only [¢<] dedicated Grocery warehouses
that generate more than £20 million in annual revenue and these are not an
example of Wincanton winning a dedicated grocery warehousing tender. In
relation to the standard of ‘regularly participating’ in procurement exercises,
Wincanton has in fact missed out on significant dedicated Grocery
warehousing opportunities. Further, it would only take a 3PL winning a single
successful contract for incumbent 3PLs to perceive a material risk of losing
business to them. Finally, if 3PLs are required to have relationships with
major Grocery customers, have relevant and experienced staff and
established track record, a number of 3PLs are already at this point.

Our assessment

As set out in the MAGs, we have gathered evidence on both whether rivals have
plans to enter or expand irrespective of whether the Merger proceeds, and

382 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 118-125.

383 Parties’ response to the CMA'’s Interim Report, 12 March 2025, paragraphs 126-138.
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whether entry or expansion of third parties would occur in reaction to the
Merger.384

Our assessment is based on evidence from a range of sources, including the
Parties’ submissions, calls with customers, 3PLs and industry consultants and
internal documents (both from the Parties and from third parties). We note that our
evidence includes responses from seven 3PLs to a formal request for information,
asking for their most recent business strategy document(s) for the supply of
Mainstream CLS in the UK, covering their growth plans or projections over the
next three to five years.

Barriers to entry and expansion

Potential or actual competitors may encounter barriers which reduce or even
severely hamper their ability to enter or expand in the market.3 Barriers to entry
and expansion are specific features of the market that give incumbent firms
advantages over potential competitors. Barriers to entry and expansion hinder the
ability of potential entrants or firms looking to expand to constrain the exercise of
market power by incumbents. We set out evidence on specific barriers to entry
and expansion below.

Experience and track record

When we asked customers how they evaluated offers from 3PLs in procurement
exercises in which the Parties took part, they told us that experience and track
record in the UK are crucial factors in determining the success of 3PLs.3% Grocery
customers also told us that delays to the delivery of food products to a
supermarket will narrow the window in which the Grocer can sell these goods
before they spoil.8” Consequently, Grocers have a particularly low tolerance for
failure, tend to be risk averse, and place significant weight on track record (see
also Chapter 4). The evidence we have received from Grocery customers shows
that they have a strong preference for 3PLs with prior UK-specific experience in
the Grocery sector, and in managing warehousing operations of similar size and
complexity as their own. For example:

(@) A Grocery customer told us that an important criterion to evaluate the offers
of 3PLs during a tender is proven track record in the groceries sector, and it
would not consider awarding major contracts to providers who do not have

384 CMA129, paragraph 8.28.

385 CMA129, paragraph 8.40.
386 Third party call note; Third party call note; and Third party call note.
387 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 5.12(b).
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the required size, capability, scale or track record as [¢<] and the business
risks with such a strategy would be too high.38

Another Grocery customer told us that to seriously consider a smaller 3PL,
the customer would want to see a track record of similar delivery and
operation to the customer’s size. The 3PL would need to demonstrate that it
has managed similar types of operations before and therefore is able to
provide the service required in order to mitigate business risk to the
customer. The customer also stated that although [<] has extensive grocery
experience in France and continental Europe, it declined the customer’s
invitation for a warehousing tender in 2022.38°

Another Grocery customer told us it places significant importance on proven
experience in managing large composite operations (ie fresh food, including
‘chill and produce’ and ‘fast moving ambient’). It only named GXO,
Wincanton and DHL as 3PLs with the required expertise or a credible track
record. It also noted that a recent procurement exercise included a site visit
at one of the 3PL’s sites in the UK which demonstrated its capabilities.3%°

Another Grocery customer told us it wants to see track record at a major
Grocery customer and the skills and experience of running multiple sites. It
also noted that a few experts may not be enough to entice trust from
retailers. For example, Maersk previously hired a number of 3PL specialists,
but the customer has not seen any big movement of retail business to
Maersk in the UK. Further it noted that, whilst it may be possible for a new
entrant to recruit talent from the market, it is also easy for those individuals to
leave again.3®! Contrary to the Parties’ submissions, this suggests that some
Grocers may place relatively limited weight on whether a 3PL has acquired
senior staff from experienced incumbents when assessing a 3PL’s track
record.

Another Grocer told us that it would be open to a non-UK 3PL with extensive
grocery experience gained outside the UK. However, it would be a big leap of
faith and a lot of risk to move to a new entrant without UK grocery experience
and it would also raise the question as to why the 3PL had not already
entered the UK market, and it noted that experience is important as there is a
steep learning curve within the UK industry.3%?

Other third parties confirmed Grocers’ views on the importance of experience and
track record. For example:

38 Third party call note.
389 Third party call note.
390 Third party call note.
391 Third party call note.
392 Third party call note.
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(@) A consultant told us that other 3PLs have been hiring senior talent and
building their teams but have still not managed to get into the final round of
tenders due to the lack of proven track record. In order to establish this track
record, the consultant said that the purchaser would ideally need to be
starting with a small contract of £5-6 million and two to three sites over the
period of a minimum three-year cycle.3%

(b) A 3PL stated that it would be ‘pretty easy’ to operate a Grocer’s warehouse if
it wanted to.3%* However, it also stated that track record is a barrier in
Grocery dedicated warehousing. It noted that operating multiple sites can
provide a 3PL with more knowledge and experience and in turn offer greater
know-how to customers. In the context of providing views on GXO’s
proposed remedies, this 3PL also noted the importance of a 3PL having a
‘critical mass’ of sites in order for a remedy to genuinely create proper
competition and recreate the competitive constraint from Wincanton.3%

(c) Another 3PL considered that it faced high barriers to entry. It also mentioned
credibility and experience as necessary to be a competitive force and actually
win contracts as Grocery customers would typically ask in the first round in
tenders whether the 3PL has current grocery experience. It also highlighted
the biggest hurdle was that Grocers would not come to it in the first place as
it does not have credibility in this market and noted that it was a battle to get
on the list in tenders.3%

(d) Another 3PL considers track record to be a key factor in customer tenders.3%’

(e) Anindustry consultant stated that GXO, Wincanton and DHL are the only
3PLs that can compete for large Retail warehousing contracts, as they are
the only 3PLs with the relevant experience and track record.3%

(f)  Another 3PL stated that customers in the UK tend to be more risk averse and
value UK track record and experience in the selection of 3PLs. According to
this 3PL, customers with dedicated logistics requirements (eg dedicated
warehousing) in particular would want 3PLs who are able to demonstrate UK-
specific capabilities.3%°

(g) Another 3PL told us that it could leverage experience from other sectors but
this requires a leap of faith from customers.4%

393 Third party call note.
3% Third party call note.
395 Third party call note.
39 Third party call note.
397 Third party call note.
398 Third party call note.
399 Third party call note.
400 Third party call note.
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7.14

7.15

7.16

717

Some 3PLs also considered a lack of experience (or references/case studies) to
be a barrier or key challenge to entering or expanding.*?’ One 3PL stated that it

takes several years to build relationships and reputation in order to be invited to

tender, and noted that the larger a contract, the more likely references become a
prerequisite.*92

Only one customer did not identify references to be a material barrier to entry or
expansion, even within the Grocery segment. It considers that there are many
smaller 3PLs that can grow and develop in the CLS industry with a fresher
approach (although we note that this customer’s statement may relate to or also
include views on transport services as opposed to exclusively dedicated
warehousing services). It said it may also consider a 3PL with ‘no case picking
operation experience’.#%3 One 3PL also took a similar view, noting to us that it did
not consider that there are any particular barriers to entry or expansion within any
segments of Mainstream CLS.4% However, this position was contradicted by the
3PL’s internal documents. In particular, an internal document considering key
decision-making factors when selecting a 3PL in the CLS Grocery segment listed
‘track record and pedigree in the sector’ [<] ‘primary selection factors’.49°

Evidence received from third parties that the CMA consulted in relation to GXO’s
proposed remedies has further clarified that track record is not a simple, binary
concept (which a 3PL either has or does not have) but is complex and multi-
faceted. In particular, both Grocers and 3PLs have emphasised the importance of
3PLs being able to successfully run multiple sites and across different customers
in order to demonstrate their track record. 3PLs that serve a larger and more
varied number of sites may have improved efficiency and gain more insights that
they can then apply across all customers, enabling customers to have better
access to market-wide innovations and best practices which many customers
value. For similar reasons, both Grocers and 3PLs noted the importance of a 3PL
operating a ‘critical mass’ of sites to demonstrate credibility as a competitor. Other
factors that will be relevant are the length of time a 3PL has participated in the
market and the regularity with which it has won or retained contracts, alongside
the experience of its senior leadership.

Finally, contrary to the Parties’ submissions, we have not received evidence that
Grocers are likely to adjust their track record requirements to consider a broader
range of 3PLs in the event of any potential price increase or degradation in
services post-Merger. We have also not received evidence from Grocers that,
when assessing track record, they will place significant weight on a 3PL having

401 Third party call note; Third party call note; and Third party call note.
402 Third party call note.

403 Third party call note.

404 Third party call note.

405 Third party internal document.
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7.18

7.19

7.20

other types of warehousing or other types of experience as a substitute for prior
experience in dedicated warehousing services in the UK for Grocery customers.

Based on the evidence set out above, we conclude that customer preferences for
3PLs with relevant track record and experience in dedicated warehousing services
in the UK (recognising that these concepts are multi-faceted) represent a material
barrier to entry and expansion particularly in the Grocery segment.

Other barriers to entry and expansion

We have considered whether other parameters of competition over which 3PLs
compete to win dedicated warehousing contracts could constitute barriers to entry
or expansion. As set out in the discussion of self-supply in Chapter 6 above, there
are several parameters that are important to the process of competition amongst
3PLs such as access to market-wide innovation and best practice, and the ability
to accept contractual and commercial risks from the customer. We have not
received evidence that these factors in themselves constitute barriers to entry,
although we note that suppliers with a stronger track record in the relevant sector
(ie with a larger relevant customer base and greater range and variety of sites) are
likely to have greater access to market-wide innovations and best practice,
including practical experience of implementing such innovations in a variety of
different contexts, than suppliers with a weaker track record.

We have received only limited evidence of financial barriers which may be related
to 3PLs’ ability to invest. This is particularly the case in dedicated warehousing for
Grocery customers, in which customers typically own the relevant assets.*% In this
regard, the Parties submitted that capital expenditure and temporary staff
movements between GXQO’s dedicated sites are limited in dedicated warehousing
contracts.*%” We have received some feedback from third parties that 3PLs may
face different input costs,*%® and that the scale of a 3PL’s operations may bring
benefits in relation to their ability to offer more flexibility to customers (eg the ability
to rent spare capacity to other customers or to add capacity to accommodate
peaks in demand).%%® Considering the evidence in the round, we have not received
evidence that economies of scale in dedicated warehousing confer significant cost
advantages for 3PLs or represent barriers to entry. However, as noted above, we
do consider that the number and variety of warehousing sites served by a 3PL are
likely to feature in customers’ assessments of the 3PL’s track record.

406 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 3.34.

407 Parties’ post-ISM proactive submission to the CMA, 5 January 2025, page 25. Parties’ post-CMA update call
proactive submission to the CMA, 14 January 2025, Annex 1.

408 See for instance: Third party call note; and Third party call note.

409 Third party call note.
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7.21  Based on the evidence we have received during our investigation, we have not
identified material barriers to entry and expansion other than experience and track
record, as set out above.

Previous instances of entry and expansion

7.22  We have also considered the past record of 3PL entry and expansion in the UK,
including in the supply of dedicated warehousing to Retail customers.

7.23  The Parties have provided evidence that several 3PLs have recently entered or
expanded in the supply of dedicated warehousing, including 3PLs such as ID
Logistics, Arvato and Bleckmann.#'® We recognise these examples, and note that
these suppliers have competed successfully [¢<] in some tenders for certain other
Retail customers. We also note, however, that many third parties (including two
Grocery customers) have told us that there has been significant consolidation in
the CLS market overall, and that the set of credible suppliers has become more
limited over time.*'" The Parties’ internal documents also mention [6<].412

7.24  Regarding the supply of dedicated warehousing to Grocery customers specifically,
we consider that the extent of entry and expansion has been very limited. The
Parties submitted that GXO successfully entered, despite the lack of a previous
track record. The Parties submitted that although GXO was a part of XPO at the
time of the Iceland contract win, XPO itself did not have any significant experience
in the Grocery sector. Furthermore, whether or not GXO had an experienced
leadership team, this was not an anomaly as many 3PLs have executives with
significant experience in Grocery. According to the Parties, the example should
also not be dismissed on the basis that it happened approximately eight years
ago. Given average contract terms of up to five years, GXO’s entry occurred less
than two tender periods ago and is therefore still relevant.*'3

7.25 We note, however, that GXO itself was the result of a series of acquisitions of
3PLs which had long-standing track record with Grocers in the UK and continuity
in their senior management.*'* One Grocery customer for example stated that

410 Parties’ post-CMA update call proactive submission to the CMA, 14 January 2025, paragraph 2.12.

411 See for instance: Third party call note; Third party call note; Third party call note; Third party call note; and Third party
call note. A Wincanton board document appears to confirm this; it mentions two waves of consolidation and show that
this explains changes in 3PLs’ market shares (Wincanton Internal Document).

412 Wincanton Internal Documents.

413 Parties’ response to the CMA’s Interim Report, 12 March 2025, footnote at paragraph 68.

414 The Parties told us that M&S, Sainsbury’s and Morrisons were previous customers. GXO provided [$<] with a
dedicated grocery warehousing contract of £[¢<] million at [¢<], it also provided smaller dedicated warehousing to [¢<] at
£[5<] million and [¢<] at £[5<] million (see Parties’ post-MPH submission, 28 March 2025, paragraphs 4.1-4.8). We have
also found the following evidence of previous relationships between GXO'’s predecessors and Grocers: Christian
Salvesen (acquired by Norbert Dentressangle in 2007) operated Tesco’s southern frozen consolidation centre (which,
Christian Salvesen stated in 2001, ‘further develops Christian Salvesen’s business relationship with Tesco’) (see Tesco
Selects Christian Salvesen As Logistics Partner For Frozen Consolidated Network Project, 4 December 2001, last
accessed by the CMA on 10 June 2025). TDG (acquired by Norbert Dentressangle in 2011) operated Sainsbury’s Rugby
national distribution centre and frozen food warehouse in Stone (TDG stated in 2009 that it had ‘supported Sainsbury’s in
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GXO’s Board members have been active in the UK under different brands for 20 to
30 years, and so GXO (or its constituent parts) has in fact been around a lot longer
than eight years.*'> Even if GXO were considered as de novo entry in the UK, we
note that GXO would represent a single example of entry in an eight-year period.

Likelihood, timeliness and sufficiency of entry/expansion

Likelihood

7.26  The MAGs state that in considering whether any potential rivals will enter or
existing rivals will expand in response to a merger, the CMA must be satisfied that
the rivals will have both the ability and incentive to do so. In doing so, we have
considered 3PLs’ plans regarding entry and expansion, as well as the scale of the
barriers to entry or expansion discussed above.4'®

7.27  We have spoken to seven 3PLs during our phase 2 investigation, and reviewed
the latest strategic plans (including UK growth plans and projections) from seven
responses to our formal information request. Whilst these documents indicate that
several 3PLs have general ambitions to grow overall and to expand in various
other CLS segments in the UK,4'” they do not include any specific plans relating to
the supply of dedicated warehousing to Retail customers, or Grocery customers in
particular.

7.28 When we asked these 3PLs about their interest in the Grocery segment, none of
them excluded the possibility of entering or expanding. However, only one of these
3PLs, told us that it has plans to enter the market for dedicated Grocery
warehousing. Furthermore, we received mixed evidence from this 3PL in relation
to the timing of its entry plans:

(a) Iltinitially told us that it is confident of getting into a position to bid for larger
contracts in three to four years’ time.4'® However, an internal document from
this 3PL (prepared around six months after the announcement of the Merger)
indicated that the Grocery segment is not a priority in the next few years,
stating that ‘food retail’ is not a ‘core target vertical’, although it would be
considered on a case-by-case basis noting that margins are ‘very low’.4"°

varying capacities for the past two decades’) (see Keeping pace with Sainsbury’s evolving retail strategy, last accessed
by the CMA on 10 June 2025). Norbert Dentressangle (acquired by XPO in 2015) managed the ambient food operation
at Bradford and four M&S general merchandise regional distribution centres (Norbert Dentressangle stated in 2015 that it
was building on a ’25 year partnership’) (see Marks & Spencer signs new deal with Norbert Dentressangle, last accessed
by the CMA on 10 June 2025) and operated two Morrisons distribution centres in Scotland (see Morrisons renews deal
with Norbert Dentressangle | MT Article | Motor Transport, last accessed by the CMA on 10 June 2025).

415 Third party call note.

416 CMA129, paragraph 8.35.

417 See for instance: Third party response to the CMA’s s109 notice dated 19 December 2024; and Third party response
to the CMA’s s109 notice dated 19 December 2024.

418 Third party call note.

419 Third party response to the CMA’s s109 notice dated 19 December 2024.
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7.29

(b)

In discussions with the CMA in relation to GXQO’s proposed remedies, it
subsequently made more ambitious statements regarding its growth plans.
The 3PL indicated that it might start actively pursuing such contracts in two to
three years’ time;*?° and in a further call with the CMA referred to doing so in
approximately two years’ time.#?! It noted that it would realistically only
pursue contracts for fragmented parts of a Grocer’s operations and would be
unlikely to win a contract for a large regional distribution centre at first.4?? It
also noted that it would consider any opportunities before this time if
approached by a Grocer. However, we have attached less weight to this
revised position (compared to the 3PL’s earlier statements and internal
documents noted above) given the 3PL’s position as a potential remedy
recipient. Furthermore, this 3PL considered that within the timeframe for it to
successfully enter and expand in the market, the Merged Entity and DHL
might be in a position to corner the market and make it ‘unenterable’, with
rivals being unable to match their financial clout, size, and experience.*?? The
3PL stated that GXO would use its financial size and strength to do
everything it could to slow, if not prevent, its entry and expansion.+4

The information we have received from other 3PLs indicates that dedicated
Grocery warehousing does not feature in their plans:

(@)

An internal document of another 3PL (prepared before the announcement of
the Merger) mentions that it should focus on its core transport strength in
Groceries, with large supplier inbound contracts being a major focus for
growth.42%

An internal document of another 3PL (prepared around three months after
the announcement of the Merger) states ‘Sub-sectors to avoid: Big Grocery &
Chill’.426

Another 3PL told us that it had considered the dedicated Grocery
warehousing segment in the past [6<].4%7

A further 3PL stated that it has not operated grocery distribution centres in
the past. As grocery warehousing contracts are open book, such contracts
would not align with its business strategy and that its focus has shifted to
consolidating and standardising its current operations — the [¢<] has resulted
in a reinforcement of this position.428 [¢<], this 3PL told us that it still would

420 Third party call note.

421 Third party call note.

422 Third party call note.

423 Third party call note.

424 Third party call note.

425 Third party response to the CMA'’s s109 notice dated 19 December 2024.
426 Third party response to the CMA’s s109 notice dated 19 December 2024.
427 Third party call note.

428 Third party call note; and Third party call note.
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need to invest in a senior team if it were interested in entered this
segment. 429

7.30  We have not received evidence from 3PLs of any detailed consideration of the
profitability of entry or expansion into dedicated warehousing (for Retail or Grocery
customers specifically) including in response to the Merger.43° That said, two 3PLs
noted that relatively low margins in the Grocery segment (albeit not distinguishing
between transport and warehousing) may limit 3PL’s incentives to enter this
segment.*3" One of these 3PLs stated that current margins are not sufficiently
attractive,*32 and even if its entry were sponsored by a Grocer (pursuant to GXO’s
Hybrid Remedy Proposal), the management fee it earns would still need to be
higher than the current market fee to compensate for the costs and risks of
entry.433 The second 3PL noted however that low margins may be compensated
by the high revenue potential that characterises the Grocery sector.434

7.31  According to the Parties’ market intelligence, several 3PLs (including Culina,
CEVA, and XPO) have recently participated in tenders with Grocery customers.
However, the Parties’ submission is inconsistent with the fact that only one 3PL
confirmed to the CMA that it has plans to enter the market for dedicated Grocery
warehousing (as discussed above). Furthermore, we have identified only limited
evidence directly from Grocery customers of instances where they have involved
3PLs other than GXO, Wincanton and DHL in previous procurement exercises,
and in at least several instances the Grocer did not consider the 3PL to have the
experience or track record to be a credible option for the tender:

(@) Inrelation to Culina: one Grocer did not identify this 3PL as a participant in
previous (or future) procurement exercises.*3® A second Grocer told us that
[6<]. [¢<].4%¢ A third Grocer told us that the 3PL provides certain transport
services but it lacks the experience and the relevant fleet in the delivery or
type of warehouse operations required by the customer.*3’

(b) Inrelation to CEVA: one Grocer [<] told us that [¢<]. It also considers
[6<].4%8 Another Grocer considered that CEVA may not have the expertise to
run a possible divestment business consisting of Wincanton contracts.*3° As
already noted above, another Grocer said that although [¢<] has extensive

429 Third party call note.

430 See CMA129, paragraph 8.36 (b) and (c) for circumstances in which firms may find entry or expansion profitable.
431 Third party call note; and Third party response to the CMA’s s109 notice dated 19 December 2024.
432 Third party call note.

433 Third party call note.

434 Third party call note.

435 Third party response to the CMA questionnaire dated 5 September 2024.

436 Third party call note.

437 Third party call note.

438 Third party response to the CMA questionnaire dated 5 September 2024; and Third party call note.
439 Third party call note.
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7.32

7.33

7.34

7.35

grocery experience in France and continental Europe, it declined the
customer’s invitation for a warehousing tender in 2022.440

(c) Inrelation to XPO: one Grocer told us that this [$<]. [¢<]. The Grocer [$<].441
Another Grocer told us that the 3PL [$<].442

Regarding the Parties’ submissions on the multiple ways that Culina, CEVA, XPO
and ID Logistics can demonstrate track record (in terms of UK warehouse grocery
experience, key senior staff, non-UK experience, and other UK grocery
experience), this has not been supported by the evidence we have received from
customers or these 3PLs themselves (as set out above). We acknowledge that the
elements the Parties have identified for each of the 3PLs may play a role in
Grocers’ perception of track record, which, as we have mentioned above, is likely
to be multi-faceted. However, customer feedback indicates that these elements
are unlikely to compensate for a lack of prior UK-specific experience and a track
record in the Grocery sector, and experience in managing warehousing operations
of similar size and complexity in the UK.

We have therefore received only limited evidence indicating that rival 3PLs have
plans to enter or expand in dedicated warehousing, particularly for Grocers, or
evidence of strong incentives to enter.

As to whether the likelihood of entry would be increased as a result of the Merger,
we have not received evidence from 3PLs that this would be the case. None of the
3PLs that we contacted during the course of our investigation said that their plans
regarding dedicated Grocery warehousing in the UK would change as a result of
the Merger. To the contrary, one 3PL has referred to the additional challenges
presented by the prospect of competing against a strengthened GXO in an already
concentrated market post-Merger.443

As to the prospect of customers sponsoring entry post-Merger, we recognise that
Grocers and other large Retail customers are sophisticated and well-informed
purchasers, and CLS services are crucial for the functioning of their business. We
therefore consider that if there were to be a risk of significant deterioration in 3PL
prices or service for dedicated warehousing post-Merger, at least some Retail
customers may have the incentive to take steps to mitigate such impact, which
could include sponsored entry. There may also be some customers who will
require at least two (or more) potential 3PLs for resilience or corporate governance
reasons.

440 Third party call note.
441 Third party call note.
442 Third party response to the CMA’s RFI dated 24 March 2025.
443 Third party call note.
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7.37

7.38

We consider that it would likely only take one or a small number of customers to
enable entry by one of a number of potential entrants to overcome the barriers to
entry associated with track record (although how effective a competitor that
entrant(s) proved to be, and over what time period, would then depend upon
its/their capacity to expand by accumulating further contracts with additional
customers). However, the evidence we have gathered from Grocery customers
does not indicate that they have a strong willingness to sponsor entry:444

(@) Two Grocery customers told us they are generally willing to speak to or
potentially consider other 3PLs.44% One of these customers also initially told
us that it is keen to see how pricing develops following the Merger, and it has
already met with another 3PL [<] to understand its capabilities and explore
potential options moving forward.*46

(b) However, in response to the CMA’s invitation to comment on possible
remedies, this Grocery customer indicated that it placed significant
importance on proven experience in managing large composite operations;
and that it was unaware of any third parties that have the credibility and
expertise to address its grocery needs at the sites currently serviced by
Wincanton.447

(c) Moreover, this customer — as well as most other Grocery customers that the
CMA consulted on GXQO’s proposed remedies — expressed reservations as to
their ability to create a credible new 3PL, even with the benefit of the
sponsorship fund contemplated by GXO’s Hybrid Remedy Proposal (see
further Chapter 8 below).44®

Taking the evidence in the round, we consider that entry in the supply of dedicated
warehousing services (including for Grocery customers) by at least one 3PL is
likely at some stage post-Merger. In the following sections we assess whether
such entry would be timely and sufficient to offset the impact of the Merger.

Timeliness

The MAGs state that the CMA will typically consider entry or expansion to be
timely if it is effective within two years of an SLC arising.**® However, the CMA

444 GXO submitted on 12 June 2025 that [¢<] had recently won ‘a significant dedicated grocery warehousing [...]
contract’ with a Grocer, which it expected to be worth several million pounds per year (GXQO’s submission on evidence of
new entry to the CMA, 12 June 2025, page 2). However, the Grocer confirmed to the CMA that it is [<]. [¢<]. (Third party
response to RFI dated 12 June 2025). The CMA does not therefore consider that this is evidence of a Grocer supporting
entry into the supply of dedicated warehousing services for Grocery customers.

445 Third party call note; and Third party call note.

446 Third party call note.

447 Third party letter to the CMA dated 5 March 2025.

448 Third party letter to the CMA dated 5 March 2025.

449 CMA129, paragraph 8.33.
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7.39

7.40

7.41

7.42

may consider shorter or longer periods than this, depending on the nature of the
market.

As this is a market which is characterised by individual procurement exercises, we
have first considered whether any significant volume of dedicated warehousing
business is likely to be tendered by Grocery customers within the next two years.
Using the Parties’ contract-level data,*>° we have analysed the expiry dates of
each of their 20 largest Retail warehousing contracts. We find that a [¢<] number
of contracts are due to expire in each of 2025 and 2027, whilst a number of
contracts (each in excess of £[¢<] million (at current prices)) are due to expire in
[¢<] 2026, and contracts with a combined value in excess of £[é<] million are due
to expire in 2028. We note that in addition to these tenders, customers informed us
of some further dedicated warehousing tenders that may be undertaken within the
next two years.#%' We also note that it is likely that some contracts operated by the
Parties’ rivals will come for tender within the next two years, over which the Parties
might compete absent the Merger. We have received data from a third party which
indicates that a significant volume [¢<] of dedicated warehousing contracts for
Grocery customers may expire and so come to tender within this timeframe.4%?

Based on these data sources, we consider that a substantial number and value of
relevant tenders are likely to be competed for by the Parties (absent the Merger)
within the two-year time period set out in the MAGs. The customers conducting
these tenders are likely to be exposed to the direct effects of any reduction of
competition following the Merger. We do not therefore consider that it is
appropriate in this case to extend the time period which is considered ‘timely’ for
the purposes of our assessment.

As noted in our discussion of ‘likelihood’ above, we have seen no concrete plans
from 3PLs to enter or expand into dedicated warehousing for Grocery customers
in the next two to three years. Only one 3PL indicated to us that it intends to
enter,*53 and as explained above, we have placed more weight on its initial
expectation of being able to enter in three to four years’ time in contrast to its later
more ambitious plans of being able to enter on a shorter time frame.

In the absence of any such plans, we considered whether customers could avoid
or significantly mitigate the effects of a reduction of competition following the

450 GXO’ response to the CMA’s s109 notice 1 dated 27 November 2024, Annex 013. Wincanton’ response to the CMA’s
s109 notice 1 dated 27 November 2024, Annex 12.1.

451 [5<]: new distribution centre in [$<] (Third party call note). [¢<]: currently looking at opening a new distribution centre,
and the choice will essentially be between DHL, Wincanton, GXO or self-supply (Third party call note). [<]: planning to
implement [<] at one of its [<] sites [<]. [¢<] is also considering larger projects, potentially in the hundreds of millions
of pounds, including new sites. (Third party call note). [¢<]: warehousing contract with [8<] is due to expire in [<];
currently [$<] (Third party call note).

452 Assuming a contract duration of three to five years as submitted by the Parties (see FMN, 5 September 2024,
paragraph 176(c)). CMA analysis based on: Third party response to the CMA’s RFI dated 3 February 2025.

453 Third party call note.
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Merger by instead changing their approach to procuring dedicated warehousing
services from 3PLs.

7.43  We consider that customers would be able to plan ahead of a contract expiring
and may be able to engage with potential suppliers to explore their capabilities and
encourage them to enter or expand well in advance of an actual procurement
exercise, if they felt the need to do so after the Merger. We therefore asked
customers how long it would take for them to consider a new or inexperienced 3PL
as a credible provider of dedicated warehousing. Customers had different views
on the time it would take for a new 3PL to become a credible alternative provider:

(a)

(b)
(c)

(d)

(e)

One Grocery customer told us it would consider a new or inexperienced 3PL
for its next warehousing contract.4%*

Another Grocery customer stated that it [$<].45°

Another Grocery customer considered that it would prefer to see a new or
inexperienced 3PL performing well in a smaller contract over five to eight
years, or even longer, before considering them for a larger warehousing
contract.*%® The customer considered that sufficient time is required for a new
entrant to become credible and it would want to have the skills and
experience of running multiple sites. It noted further that it starts negotiations
already one to two years prior to the expiry of a five-year contract.*%’

Another Grocery customer told us that inexperienced suppliers would require
significant support early on which increases the costs and hence reduce the
benefit of introducing a new competitor.#>® The customer noted that even if it
could assume that there was a capable and willing entrant, the customer still
would not know if it were going to enter and actually be competitive, in
addition to how much of the customer’s resources and leadership time would
be needed to support it.4%°

Another Grocery customer considered that if a new 3PL entered through
another grocery customer (ie if another Grocer sponsored entry), then the
customer would want to see a couple of contract cycles to be reassured of its

454 Third party call note.

455 Third party call note.

456 Third party call note. The Parties submitted that this customer has not run a dedicated Grocery warehousing tender
since [¢<]; in addition, when GXO entered dedicated Grocery warehousing this customer was able to build a relationship
with GXO in a significantly shorter period of time (Parties’ response to the CMA'’s Interim Report, 12 March 2025,
paragraph 120). However, the customer told us that it has undertaken procurement exercises in [¢<] and is [<] (see
Third party call note). In addition, we note (as set out in section on ‘Previous instances of entry and expansion’ above)
that [8<] that customer (see [<]). We therefore do not consider it is appropriate to characterise the relationship between
GXO (and its predecessor XPO) as having been built in a significantly shorter period of time than the time periods
referred to by this customer.

457 Third party call note.

458 Third party call note.

459 Third party call note.
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7.44

7.45

7.46

7.47

7.48

7.49

experience*® although it would require less time than that if it were itself the
customer of a new 3PL.46

On balance, this suggests that there is significant uncertainty about when and how
entry and expansion would occur.

As regards customers sponsoring entry, as noted above, in response to the CMA’s
consultation on GXO’s remedy proposals, most customers raised concerns
regarding their ability to sponsor the creation of a credible new 3PL, even with the
benefit of the sponsorship fund contemplated by GXO’s Hybrid Remedy Proposal
(see further Chapter 8 below). This raises further uncertainty as to the likelihood
and time scale in which customers could sponsor a new or inexperienced 3PL.462

In addition, we note that sponsoring entry entails costs and risks for the customer
sponsoring a new 3PL whilst it creates a positive externality for other customers as
they do not bear the costs and risks whilst they may benefit from this entry (if it is
successful). This situation may create a hold-up problem where each customer
waits for another to sponsor entry and to free-ride without incurring the associated
costs and risks.

Overall, we consider that there remains considerable uncertainty about when and
how entry and expansion would occur. Based on the evidence we have received,
we consider that entry, even if aided by a Grocer’s sponsorship, would be likely to
occur on a small scale initially, for example limited to a small warehousing
operation alongside another 3PL. Given the importance of experience and a
strong and established track record to many Grocery customers, we consider that
any new entrant is likely to require significantly longer than two years to expand
and to become a credible and effective alternative to the Merged Entity.

In the evidence we have gathered there was no support for the Parties’
submission that entry would be faster and more expansive in the event the Merged
Entity raised prices or degraded services post-Merger. While it may increase the
profitability of entry, it does not overcome the barriers to entry we have identified
above. As we have set out in Chapter 4, Grocers have a very low tolerance for
underperformance or failure due to the impact on their business and are
accordingly risk averse. We have seen no evidence that this would change
materially post-Merger.

We recognise that there is some residual uncertainty for 3PLs regarding the
competitor set in any given tender, which may constrain the Merged Entity due to
the risk of losing to a new entrant, or encouraging the customer to seek to sponsor

460 Third party call note.

461 Third party call note.

462 Fyrthermore, contrary to the Parties’ submission, we have not received evidence from third parties that their ability to
sponsor a new or inexperienced 3PL is significantly enhanced through making use of shorter-term contracts, review
clauses, or expansive termination or penalty clauses.
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entry. We consider that while this uncertainty is advantageous to customers, and
may constrain 3PLs to some extent, 3PLs, including the Parties, also invest time
and effort in understanding customers’ requirements, and are likely to have an
understanding of the most credible competitors in any given tender. Given the
Parties’ particularly strong position in the Grocery segment, and the very limited
track record of any other 3PL except DHL, we consider that the Merger reduces
the uncertainty faced by competitors in Grocery tenders. The risk of losing a
tender to a new entrant will only significantly increase if and when that entrant has
established a strong track record, which as indicated above, we consider is likely
to take more than two years.

7.50  We therefore conclude that entry or expansion would not be ‘timely’.

Sufficiency

7.51  The MAGs state that entry or expansion should be of sufficient scope and
effectiveness to prevent an SLC from arising as a result of the merger.463
Sufficiency to constrain the merged entity may come from a single entrant or firm
expanding or from several, in aggregate, although entry or expansion needs to be
successful over a sustained period of time.

7.52  Our view is that for entry or expansion to be considered sufficient in the
circumstances of this case, a number of cumulative conditions would need to be
met:

(a) atleast one new 3PL would need to have acquired or be expected to acquire
a strong track record; and

(b) such arecord would be demonstrated by it either having won and serviced a
variety of contracts for dedicated warehousing for Grocery customers or
otherwise demonstrated that it was regarded by customers and/or by
competitors as being capable of doing so.464

463 CMA129, paragraph 8.37.

464 We disagree with the Parties that the standard we set in the CMA’s Interim Report (CMA, Interim Report, 19 February
2025) is inappropriately high and that it would not even be met by Wincanton. We note that any relevant threshold is
solely defined by the scope and effectiveness necessary to prevent an SLC from arising as a result of the Merger —
which in turn is defined by the scope and effectiveness of Wincanton itself. We note, as further set out in Chapter 6, that
Wincanton is one of the three most successful suppliers to Retail customers (including Grocery customers), and amongst
the only suppliers with a successful and sustained record of winning and retaining the very largest contracts. In addition,
we note the following: (i) the standard set out in the CMA’s Interim Report did not make any quantitative statements
about ‘sufficiency’; (ii) the £20 million contract value threshold referred to by the Parties was applied in the context of
assessing the bidding data in Chapter 6 and it was not used for market definition purposes but as a proxy for identifying
contracts that are likely to concern dedicated warehousing given that the Parties’ bidding data does not systematically
distinguish between shared and dedicated warehousing; (iii) as set out in Chapter 4, procurement exercises and
switching are relatively infrequent (see also Chapter 6 which found that large contracts are tendered relatively
infrequently). We therefore consider the Parties’ statements do not contradict the standard set out in the CMA’s Interim
Report.
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7.53

7.54

To get to this point, we consider that a new 3PL would need to overcome several
obstacles. It would first be necessary for the new entrant to establish relationships
with the major Grocery customers, and (where this is not the case already) hire
relevant staff with experience in the segment. Given the typical length of
procurement processes, this would need to occur with a significant lead time
before the expiry of the relevant contracts listed above. Given the evidence
presented on barriers to entry above, we consider that it would then be necessary
for the new entrant to build a sufficient level of experience and track record by
cumulatively winning a number of contracts and by fulfilling those contracts and
retaining business over a period of several years. This would enable the 3PL to
expand the pool of knowledge and activities from which new insights and
efficiencies can be derived, enhancing the 3PL’s competitive strength. For this
reason, we do not consider that an entrant with only a single contract would exert
sufficient competitive constraints on the Merged Entity (even if this contract were
of significant size).

These views are supported by third parties, including third-party views received in
response to the CMA’s consultation on GXO'’s proposed remedies. As such views
were provided in relation to the nature and scale of a remedy business that would
be sufficient to replicate the competitive constraint provided by Wincanton, we
consider these views are relevant to the question of the sufficiency of entry as a
countervailing factor (whilst also recognising that responses from 3PLs should be
viewed in context and given appropriate weight). For example:46°

(@) One customer told us that for a 3PL to replace the constraint lost by
Wincanton it would need to demonstrate an ability to deliver a consistently
high level of service, it would need to transition to scale, and that it would
also need to be capable of adapting to differences between customers and
deliver on contractual technological continuous improvement commitments. It
would require time and enough support from customers to develop
capabilities that are transferrable between a range of customers.46

(b) Another customer told us it would want to see track record at a major
Grocery customer and the skills and experience of running multiple sites and
noted that a few experts may not be enough to entice trust from retailers.*6”

(c) One 3PL noted that a 3PL would need to be able to operate multiple
distribution centres such that it has a critical mass in order to genuinely
recreate the competition provided by Wincanton.468

465 See also the third-party evidence summarised in the earlier sections of this Chapter.
466 Third party call note.
467 Third party call note.
468 Third party call note.
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(d) Another 3PL considered that a 3PL would need to recruit a senior team with
track record capability in grocery dedicated warehousing; and that a potential
remedy business could not consist of just one or two sites but must be a
viable alternative to GXQ’s offering. It also stated that a 3PL operating
multiple sites across different clients can provide learnings that can help with
other contracts.*%° In relation to its own entry plans, the 3PL estimated that it
would take around five years in order to enter and expand to reach
Wincanton’s current market position in relation to dedicated warehousing (the
3PL noted that adding transport would be a bigger prospect). But the 3PL
noted uncertainty regarding this given that there may be a scenario in five
years’ time where GXO and DHL have cornered the market and have made it
unenterable with no 3PL being able to match their financial clout, size and
experience.*’0

(e) Another 3PL told us that its concerns about entry are the need for expertise,
knowledge and experience. A 3PL with just two sites (pursuant to GXO’s
Hybrid Remedy Proposal), even with the benefit of a sponsorship fund,
cannot claim to be a credible supplier and would need certain characteristics
or capabilities to supply grocery customers, which are challenging to
serve. 4’

7.55 In light of the evidence outlined in the sections above, we consider that entry and
expansion that is sufficient is very unlikely to materialise within the two-year time
period specified in the MAGs (having already concluded that whilst some form of
entry by at least one 3PL is likely, it is uncertain whether this would happen within
two years). Even if such entry and expansion in dedicated warehousing were to
occur within this timeframe, we consider it would be on a substantially smaller
scale and even in aggregate would not be equivalent to the constraint eliminated
by the Merger.

7.56  Whilst we acknowledge that the Merged Entity might already take into account a
certain degree of risk of losing business to a new entrant, we consider, for the
reasons given above, that this risk is not significant or imminent, and does not
materially increase post-Merger (for the reasons why entry will not be timely and
sufficient which we have outlined above). Consequently, we consider that the
Merged Entity is likely to have the ability to increase prices or otherwise worsen its
offering (for at least some customers in some circumstances) for a substantial
period of time before a sufficient constraint is re-established by the presence of a
new entrant 3PL with a sufficiently strong track record.

469 Third party call note; and Third party call note.
470 Third party call note.
471 Third party call note.
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Conclusion on entry and expansion

7.57 Based on the evidence set out above, we conclude that countervailing entry or
expansion would be likely to occur at some point post-Merger, but that there is
considerable uncertainty about when and how it would occur, and the evidence
indicates that effective entry which prevents an SLC is not likely to occur within the
two-year timeframe set out in the MAGs.

7.58  We therefore conclude that entry or expansion would not be timely or sufficient to
prevent the SLC from arising.

Self-supply

7.59 In our competitive assessment in Chapter 6 we analysed the competitive
constraint from self-supply in detail. In doing so, we have considered the extent to
which customers would switch to self-supply in response to a SSNIP, and the
extent to which this would prevent any increase in prices (or degradation of terms)
post-Merger.

7.60 In our competitive assessment, we found that, pre-Merger, customers’ ability and
willingness to self-supply varied by customer and between different sites (see
section on competitive assessment self-supply). As set out in the MAGs,*"2 we
have considered whether customers could or might respond to the Merger by
increasing the threat of self-supply, either generally or in particular circumstances.
For example, some customers may currently consider that there is sufficient
competition amongst 3PLs, but would increase the threat of self-supply (to 3PLs) if
such competition between 3PLs were to reduce as a result of the Merger.
However, we consider that customers would already have an incentive to
maximise the perceived threat from self-supply in order to achieve the best
possible terms from 3PLs. While some customers could increase their use of self-
supply, we consider self-supply will not provide a material and consistent
constraint across all Grocery dedicated warehousing needs.*"3

7.61  On this basis, we conclude in the round that customers would not have the ability
or incentive to sufficiently increase the constraint from self-supply to offset the
impact of the Merger and thereby prevent the SLC from arising.

472 CMA129, paragraphs 8.44-8.46.
473 As examples, a Grocer said self-supply would demand significant resources and is not a [$<] (Third party call note).
Another Grocer said that [¢<] (Third party call note).
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Efficiencies

7.62

7.63

7.64

We have also considered whether there are any efficiencies arising from the
Merger which could be considered a potential countervailing factor to the SLC that
we have found arise from the Merger.4™*

The Parties submitted that their customers would benefit from the merger through
GXO'’s ability to run Wincanton’s assets more efficiently in the future both by
deploying GXO'’s skills and expertise and also via substantial expected cost
synergies.*’® Furthermore, the Parties also submitted that GXO'’s strategy of
investing significantly in the UK economy, its supply chain security and workforce,
can also benefit customers.476

However, we have not received from the Parties any detailed assessment as to
whether the Merger would give rise to efficiencies that will enhance rivalry, such
that the Merger may not be expected to result in an SLC. We therefore consider
that the merger efficiencies submitted by the Parties would not be timely, likely,
and sufficient to mitigate or prevent an SLC from arising in the supply of dedicated
warehousing to Grocery customers in the UK.

Conclusion on countervailing factors

7.65

7.66

We considered whether there may be entry and/or expansion in response to the
Merger. We found that customer preferences for 3PLs with relevant track record
and experience constitute a material barrier to entry and expansion in the supply
of dedicated warehousing services, particularly in the Grocery segment. We also
found that the extent of entry or expansion has historically been very limited in that
segment. We consider that at least one 3PL is likely to enter at some stage post-
Merger. But such entry is not likely to be timely or sufficient as any new entrant is
likely to take substantially more than two years for it to compete for large,
dedicated Grocery warehousing contracts and to grow its portfolio to a size
comparable to Wincanton. This is consistent with evidence from Grocery
customers and other third parties, many of whom consider that it would take a new
entrant many years to expand and establish a track record of comparable strength
to Wincanton. We therefore conclude that entry or expansion would not be
sufficient to prevent the SLC from arising.

We considered whether customers could or might respond to the Merger by
increasing the threat of self-supply. We consider that customers already have an
incentive to maximise the perceived threat from self-supply in order to achieve the
best possible terms from 3PLs and we have not received any evidence (in

474 CMA129, paragraphs 8.3-8.27.
475 FMN, 5 September 2024, paragraphs 57-66 and 601.
476 Parties’ response to the Phase 1 Decision, 2 December 2024, paragraph 1.9.
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7.67

7.68

7.69

response to our questions) that they could materially increase the threat of self-
supply, relative to the current situation, or how they might do so. Therefore, we
conclude that customers lack both the ability and incentive to enhance the
constraint from self-supply enough to offset the Merger’s impact and prevent an
SLC.

We also consider that, given the limited scope to enhance the constraint from self-
supply and the considerable time it will take for sufficient entry and expansion to
occur, the combined threat of self-supply and entry and expansion is unlikely to
prevent an SLC. In this context we note that there may be a tension between the
purported constraints from increasing self-supply and increasing entry or
expansion in response to the Merger. The greater the adoption of self-supply, the
fewer business opportunities will be available to a new entrant — making the
prospects of entry less favourable and therefore reducing the likelihood of entry or
effective expansion.

We also considered whether there are any efficiencies arising from the Merger.
We have not received any detailed assessment as to whether the Merger would
give rise to efficiencies that will enhance rivalry, such that the Merger may not be
expected to result in an SLC. We therefore concluded that the merger efficiencies
submitted by the Parties would not be timely, likely, and sufficient to mitigate or
prevent an SLC from arising in the supply of dedicated warehousing to Grocery
customers in the UK.

Based on the assessment set out in this chapter, we conclude that there are no
countervailing factors arising from entry and/or expansion, self-supply or Merger
efficiencies that could offset the effect of the SLC which we have identified.
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8.1

CONCLUSIONS

As a result of our assessment, and based on the evidence that is set out above
and in the appendices to this Final Report, we have concluded that:

(a) the completed acquisition of Wincanton by GXO has resulted in the creation
of an RMS; and

(b) the creation of that RMS may be expected to result in an SLC in the supply of
dedicated warehousing services to Grocery customers in the UK.
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9. REMEDIES

Introduction

9.1 This chapter sets out our assessment of, and final decision on, the appropriate
remedy to address the SLC and resulting adverse effects that we have found.

9.2 For reference, this Chapter is structured under the following main headings:
(@) The CMA’s framework for assessing remedies.
(b) Overview of the remedy options considered.
(c) Effectiveness of a divestiture remedy.
(d) Effectiveness of GXO’s Hybrid Remedy Proposal.
(e) Our conclusions on effective remedies.
(f)  Proportionality.
(g) Implementation considerations.
(h) Enforcement.

(i) Decision on remedies.

The CMA'’s framework for assessing remedies

9.3 The Act requires that the CMA, when considering remedies, shall ‘in particular,
have regard to the need to achieve as comprehensive a solution as is reasonable
and practicable to the SLC and any adverse effects resulting from it'.4’” This is a
‘high duty’#”® and therefore, the CMA needs to have a ‘high degree of certainty’
that the remedy will address the SLC.4"®

94 As explained in our guidance on merger remedies (Merger Remedies Guidance
or CMAB87), the effectiveness of a remedy is assessed by reference to its:#8°

477 Sections 35(4) and 36(3) of the Act.

478 Fcolab Inc. v CMA [2020]. The Competition Appeal Tribunal (Tribunal) 12, at [74]. At the remedies stage, the CMA ‘is
not ... concerned with weighing up probabilities against possibilities but rather with deciding what will ensure that no SLC
either continues or occurs’ (ibid., citing Ryanair Holdings PLC v CMA [2015] EWCA Civ 83, at [57]).

479 Ecolab Inc. v CMA [2020] Tribunal 12, at [83]. See also CMA87, paragraph 3.5(d) which provides that the CMA will
seek remedies that have a ‘high degree of certainty’ of achieving their intended effect.

480 CMA87, paragraph 3.5.
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9.5

9.6

(@) impact on the SLC and its resulting adverse effects — the aim being to restore
the dynamic process of rivalry between firms seeking to win customers'
business over time;

(b) duration and timing — remedies need to be capable of timely implementation
and to address the SLC effectively throughout its expected duration;

(c) practicality, in terms of its implementation, subsequent monitoring and
potential enforcement; and

(d) risk profile, in particular seeking a remedy that has a high degree of certainty
of achieving its intended effect.4®! Customers or suppliers of merger parties
should not bear significant risks that remedies will not have the requisite
impact on the SLC or its adverse effects.

The objective of remedies is to address the SLC and its adverse effects. The CMA
views competition as a dynamic process of rivalry between firms seeking to win
customers’ business over time. Restoring this process of rivalry through structural
remedies, such as divestiture, which re-establish the structure of the market
expected in the absence of the merger, should be expected to address the
adverse effects at source. Behavioural remedies typically seek to regulate the
ongoing behaviour of the merger parties rather than to re-establish the lost rivalry
in the market.482

In order to be reasonable and proportionate, the CMA will seek to select the least
costly remedy, or package of remedies, of those remedy options that it considers
will be effective. In addition, the CMA will seek to ensure that no remedy is
disproportionate in relation to the SLC and its adverse effects.*3

Overview of the remedy options considered

9.7

Following the Interim Report, on 7 March 2025 we published an Invitation to
comment on remedies (ITCR), which invited views on: (a) GXO’s two remedy
proposals: (i) a structural divestiture remedy proposal; and (ii) a behavioural
remedy proposal (together, GXO'’s Initial Remedy Proposals); and (b) a third
remedy option namely, a structural remedy requiring the divestiture of a potentially
broader and/or differently configured standalone business than GXQO’s structural
divestiture remedy proposal.*8

481 The Tribunal has held that it is reasonable for the CMA to not favour a remedy ‘for which it cannot feel a high degree
of confidence of success’ (Ecolab Inc. v CMA [2020] Tribunal 12, at [83]).

482 CMA87, paragraph 3.5(a).

483 CMA87, paragraph 3.6.

484 A non-confidential summary of GXO'’s Initial Remedy Proposals was appended to the ITCR. The ITCR was published
on 7 March 2025 on the inquiry webpage.
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9.8 During the ITCR public consultation period, we spoke to all of the Parties’
dedicated warehousing Grocery customers, a number of 3PLs and an industry
consultant to discuss GXO'’s Initial Remedy Proposals.*®> We also received written
responses to the ITCR from a number of third parties.*2® The public consultation
on the ITCR ended on 18 March 2025.

9.9 During the Group Remedies Meeting on 25 March 2025, we gave the Parties
feedback on GXO'’s Initial Remedy Proposals based on the evidence we received
from third parties during our public consultation on the ITCR. This feedback was
intended to enable the Parties to modify their remedy proposals or consider
whether additional evidence might be submitted to address the possible areas of
concern identified by the CMA.4%” GXO subsequently submitted an updated
version of its remedy proposals on 31 March 2025, comprising two alternative
remedy options which it submitted could each independently address the SLC
identified in our Interim Report. Given the materiality of GXO’s modifications, we
undertook further market testing with certain third parties based on GXO’s non-
confidential summaries of its modified remedy proposals (see footnote for
details).488

9.10 This chapter considers GXQO’s remedy proposals, as modified and updated in its
31 March 2025 submission. We consider the effectiveness of:

(a) adivestiture remedy, focusing on a carve-out divestiture remedy proposed by
GXO involving the divestiture of Wincanton’s dedicated Grocery warehousing
services business (GXO’s Divestiture Remedy Proposal); and

(b) the Hybrid Remedy Proposal proposed by GXO, comprising a primary
remedy, with both behavioural and structural elements, whereby GXO would
provide a financial fund to facilitate the sponsorship of a new 3PL entrant into
dedicated warehousing through the award of two contracts by a sponsoring
Wincanton Grocery Customer (the Sponsorship Component) prior to the
acceptance of final undertakings. Should the Sponsorship Component not be
implemented by the final undertakings acceptance date, GXO proposed its
Divestiture Remedy Proposal as a fallback remedy.

9.11  We provide further details on each of GXO’s remedy proposals below. We
consider the effectiveness of GXO’s Divestiture Remedy Proposal as part of our

485 \We spoke to the following third parties to discuss GXO's Initial Remedy Proposals: [¢<], [$<], [<], [<], [<], [<],
[<], [<], [<], [<], [*<], [5<], [<] and [<].

486 \We received written responses to the ITCR from the following third parties: [<], [¢<], [¥<], [¢<], [<] and Menzies
Distribution Solutions. Responses to the ITCR were published on the inquiry webpage.

487 CMAZ2, paragraph 12.12.

488 We held further remedy calls with: (a) two ([5<] and [$<]) of Wincanton's dedicated warehousing Grocery customers —
[¢<], on the other hand, expressed a preference to submit a written response; and (b) four 3PLs (namely, [<], [<], [<]
and [$<]), who were listed by GXO as eligible remedy takers under one of its modified remedy proposals. We also sent
non-confidential summaries to all of GXO’s dedicated warehousing Grocery customers and invited their written
responses to GXO’s modified remedy proposals. We received written responses from the following Parties’ customers:
[5<], [<], [3<], [5<], [5<], [5<], [<] and [<].
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9.12

9.13

assessment of the effectiveness of a divestiture remedy (in paragraphs 9.17 et
seq.) and then assess the effectiveness of GXO’s Hybrid Remedy Proposal (in
paragraphs 9.160 et seq.).

On 30 April 2025, we sent the Parties our Interim Report on Remedies (IRR) which
set out our provisional decision on our preferred remedy, where we provisionally
concluded (among other things) that a modified form of GXO’s Divestiture Remedy
proposal would be an effective and proportionate remedy. We also indicated in our
IRR that GXO’s Hybrid Remedy proposal would not be an effective remedy. We
received GXQO'’s response to our IRR (IRR response) on 8 May 2025.48°

In its IRR response, GXO submitted that it welcomed the CMA’s provisional
conclusion that the modified form of its divestiture remedy represented an effective
and proportionate remedy in the event that the CMA finds an SLC in its Final
Report. It added that it was confident that it could successfully deliver a
comprehensive divestiture solution that would mitigate any concerns the CMA may
have.*® We have considered the IRR response in this chapter in reaching our final
decision on remedies and refer to GXO’s submissions in its IRR response where
relevant.

Effectiveness of a divestiture remedy

Overview

9.14

9.15

9.16

In this section, we set out our assessment of, and conclusions on, the
effectiveness of GXO’s Divestiture Remedy Proposal.

A divestiture seeks to remedy an SLC through the disposal of a business or assets
from the merger parties to create a new source of competition (if sold to a new
market participant) or to strengthen an existing source of competition (if sold to an
existing participant independent of the merger parties). An effective divestiture
remedy should address at source the loss of rivalry resulting from the merger by
changing or restoring the structure of the market. Restoring the dynamic process
of rivalry through structural remedies, such as divestitures, which re-establish the
structure of the market expected in the absence of the merger, should be expected
to address the adverse effects at source.*%"

In this case, GXO has proposed a divestiture remedy drawn from the Wincanton
business ([¢<]) to address the SLC.

489 Parties’ response to the CMA’s IRR, 8 May 2025.
490 pParties’ response to the CMA’s IRR, 8 May 2025, paragraph 2.
491 CMA87, paragraphs 3.5(a), 3.38 and 5.1.
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Description of GXO’s Divestiture Remedy Proposal

9.17

9.18

9.19

9.20

We provide below a description of GXQO’s Divestiture Remedy Proposal.°?

Proposed scope of the divestiture package

Under GXQO’s Divestiture Remedy Proposal, GXO would divest to a suitable
purchaser (Divestment Purchaser), Wincanton’s dedicated warehousing services
business serving Wincanton’s Grocery customers, namely [<] (the Divestment
Customers) (the Proposed Divestment Business), which would include:4%3

(a) all of the Divestment Customers’ dedicated warehousing contracts serviced
by Wincanton in the UK (Divestment Contracts);

(b) Wincanton’s brand for use solely and exclusively in relation to the Grocery
segment;

(c) assets (to the extent that they are not customer-owned, or customer-leased)
which are necessary to operate the Proposed Divestment Business and
compete for contracts;

(d) all employees required to operate and grow the Proposed Divestment
Business (including ‘top of the pyramid’ senior management); and

(e) supplier contracts for services necessary to service the Divestment Contracts
(to the extent that they are not contracted by the Divestment Customers).

GXO submitted that the Proposed Divestment Business represented a commercial
proposition made up of profitable contracts generating £[<] million ([6<])*%* of
revenue with an EBITDA of £[¢<] million ([$<]).4%> Of total revenues of £[¢<] million
([¥<]): [¢<] accounted for around £[<] million; [<], around £[¢<] million; and [<],
around £[$<] million.*%¢ The Proposed Divestment Business would operate a total
of [3<].497

Transaction structure

GXO submitted that the sale of the Proposed Divestment Business could be
implemented, [<], by way of either a share sale of 100% of the shares in a new
company incorporated as a private limited company (NewCo) or an asset sale

492 The full details of GXO’s Divestiture Remedy Proposal are set out in GXO’s Updated Alternative Remedy Proposal,
31 March 2025.
493 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 6 and 14.

494 [5<].

495 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 16. EBITDA means earnings before
interest, tax, depreciation and amortisation.

496 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, Annex ARP.004.

497 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 34.
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9.21

9.22

9.23

9.24

comprising all the customer contracts, assets, employees and supplier contracts
that comprised the Proposed Divestment Business.*%

Divestment Customer consents and minimum number of sites

GXO submitted that the divestiture would require the consent of the Divestment
Customers as the Divestment Contracts contained clauses relating to transfer,
novation, assignment or a change of control. GXO submitted that it was confident
the relevant consents would be obtained but, if necessary, it would offer further
incentives or additional commitments to facilitate customer consent.4%°

GXO submitted that it would offer the following to address any concerns the
Divestment Customer might have:5%°

(a) identification and addition of further staff considered important by the
Divestment Customers (eg senior management, business development, or
specialist employees not already included in the Proposed Divestment
Business);

(b) continued engagement with Divestment Customers throughout the process;
© [

(d) [<I;

(e) [<];and

(f) as noted in paragraph 9.32 below, GXO would [<].

In the event not all Divestment Customers agreed to transfer to the Divestment
Purchaser, GXO submitted that the CMA’s Interim Report noted that it would only
take ‘one or a small number’ of customers to overcome the barriers to entry

related to track record.®%? GXO submitted that it considered ‘one or a small number
of customers’ to mean at least two sites, even though it considered even one
sizeable site would be sufficient to support entry. GXO proposed that at least two
sites be required to transfer with the Proposed Divestment Business to establish
the Divestment Purchaser as a credible competitor.593

GXO submitted that as a fallback option, [¢<]. GXO submitted that [¢<].%04

498 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 14a.

499 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 17a.

500 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 169.

501 [8<]. GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 169d.
502 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 34.

503 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 5b.

504 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 35.
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9.25 GXO submitted that it considered that Divestment Customer consent for the
transfer of their contracts could be obtained in six months based on its prior
experience of acquiring carved-out assets and customer contract transfer
processes in the industry.%%® GXO also submitted that the Merged Entity, if
required by the Divestment Purchaser, would provide [é<] support services to
facilitate the transfer with no disruption in customer facing services under a
transitional services agreement (TSA).5%

Duration of the Divestment Contracts
9.26 In relation to the Divestment Contracts’ duration, GXO submitted that:

(@) the Divestment Contracts for [¢<] Divestment Customers ([¢<]) were of
sufficient duration to enable the Divestment Purchaser to develop the track
record needed in the market: [¢<];%%7 and

(b) [¥<] contract with Wincanton [¢<]. GXO submitted [$<].5°8 GXO submitted
that [5<]. [5<].5%9

Severance of Divestment Contracts from master agreements

9.27  Wincanton currently provides both the dedicated warehousing and transport
services for [<] the Divestment Customers’ [¢<] sites.?10

9.28 GXO submitted that for certain Grocery customers, their dedicated warehousing
services were serviced through an overarching Master Services Agreement
(MSA), which contained separate statements of work (SOWSs) for each of:
(a) dedicated warehousing services; and (b) transport services. It added that these
MSAs were separable into ‘standalone’ contracts of work and that the Parties
envisioned doing so prior to transfer to a Divestment Purchaser.!!

9.29 In this regard, GXO submitted that:5'
(@) [<];
(b) [<]; and

(€) [<]

505 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 17.

506 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 22.

507 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 52. Wincanton internal document, annex to
Wincanton’s response to the CMA’s RFI dated 4 April 2025, clause 2.2.

508 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 52.

509 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 53.

510 Parties’ response to the Phase 1 Decision, 2 December 2024, Annex 1.

511 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 55 and footnote 6.

512 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 55 and footnote 6.
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9.30

9.31

9.32

9.33

9.34

GXO submitted that it did not anticipate any practical difficulties with regards to
separating [¢<] SOWs from their MSAs and that based on prior experience, it
could manage the separation of contracts and address any practical severance
concerns.®!3

GXO submitted that [$<].5'* GXO also noted that [6<].51°

GXO submitted that [6<].516

Supplier consents

GXO submitted that where supplier novation consents were required (ie where
third-party suppliers’ contracted directly with Wincanton and not the Divestment
Customer), [<]. However, it noted that [$<].5"7

Viability of the Proposed Divestment Business

In relation to the long-term viability of the Proposed Divestment Business, GXO
submitted that it would provide the following further assurances:%'®

(@) Non-solicitation provisions: the Merged Entity would undertake not to
solicit for [¢<] for a period of [¢<] from closing of the divestiture, [¢<]. GXO
submitted that this undertaking would enable the Proposed Divestment
Business to become established under its new ownership. This undertaking
would not restrict the Merged Entity from bidding for new dedicated
warehousing business from a Divestment Customer where that Divestment
Customer proactively approached the Merged Entity.

(b) Non-reacquisition provisions: subject to the non-solicitation provision, the
Merged Entity would undertake not to re-acquire, and procure that its
affiliated undertakings would not re-acquire, the Divestment Contracts (or any
NewCo created in the event of a share sale) for a period of ten years from
closing of the divestiture without the prior written consent of the CMA.

GXO’s views on the overall effectiveness of GXO’s Divestiture Remedy Proposal

9.35

GXO submitted that GXO'’s Divestiture Remedy Proposal was a targeted structural
solution that comprehensively removed the overlap in the supply of dedicated

warehousing services to Grocery customers in the UK. It added that the divestiture
remedy included all assets, employees, supplier contracts and transitional support

513 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 55 and footnote 6.
514 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 56.

515 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 5b.

516 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 5b.

517 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 17b.

518 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 19.
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9.36

9.37

9.38

that might be required by any purchaser to service the Divestment Customers,
regardless of that purchaser’s capabilities.>"

GXO submitted that GXO'’s Divestiture Remedy Proposal was made up of [<]
Divestment Contracts with [¢<] of the UK’s leading Grocery retailers. GXO
submitted that these contracts were profitable individually and collectively, and that
a Divestment Purchaser with access to just one contract would be in a good
position to build the track record and expertise required by Grocery customers.52°

GXO submitted that the implementation of GXO’s Divestiture Remedy Proposal
would provide the Divestment Purchaser with the capabilities to service the
existing Divestment Contracts and compete for new dedicated warehousing
contracts. It also submitted that the Divestment Purchaser would be capable of
further growing and developing the Proposed Divestment Business in the long-
term as a credible and effective competitor in the provision of dedicated
warehousing services to Grocery customers.5?’

GXO also stated that it was confident that the divestiture process, including
obtaining all necessary approvals or consents, would be completed within the six-
month remedy implementation timeline.522

Third parties’ views on overall effectiveness of GXO’s Divestiture Remedy Proposal

9.39

9.40

We held two sets of remedy calls with third parties:

(@) The first set of remedy calls were held with each of the Parties’ dedicated
warehousing Grocery customers and a number of 3PLs following the
publication of the ITCR on 7 March 2025. These calls discussed GXO'’s Initial
Remedy Proposals, namely GXO’s structural remedy proposal and GXO’s
behavioural remedy proposal, based on GXQO’s non-confidential summary of
each proposal appended to the ITCR.

(b) The second set of calls were held with Wincanton’s dedicated warehousing
Grocery customers and a number of 3PLs based on GXQO’s non-confidential
summaries of its updated remedy proposals (ie GXO’s Divestiture Remedy
Proposal and GXO’s Hybrid Remedy Proposal) which we received on 4 April
2025.523

While GXO'’s Divestiture Remedy Proposal is a modified version of its initial
structural remedy proposal, both involved the divestiture of Wincanton’s dedicated
warehousing business for Grocery customers and the overall perimeter of the

519 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 32.

520 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 49 and 50.
521 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 32b and 32c.
522 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 19.

523 GXO’s non-confidential summaries.
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9.41

9.42

9.43

9.44

Proposed Divestment Business remained essentially unchanged. The details of
GXQ’s modifications,%?* which primarily focused on [¢<], were not disclosed in
GXO'’s non-confidential summary of GXO’s Divestiture Remedy Proposal. Given
this, we have relied on the views of third parties on a divestiture remedy from both
sets of remedy calls as appropriate.

We provide a summary of third parties’ views on the overall effectiveness of
GXO'’s Divestiture Remedy Proposal below. Third-party views on specific aspects
of GXO’s Divestiture Remedy Proposal are discussed in further detail where
relevant in the remainder of this section.

In considering the views of third parties, we note that the views of customers on a
divestiture remedy may potentially be influenced by a number of factors, eg
whether they would be directly impacted by a divestiture remedy or not, and in the
particular circumstances of this case, by the availability of an alternative remedy
under which they may potentially receive a sponsorship fund. We also note the
potential incentives of 3PLs giving evidence, whose incentives may be impacted
by their potential interest in acquiring a business under a divestiture remedy.

As noted in paragraph 9.42, we recognise that the views we have gathered require
careful interpretation given the different incentives of third parties giving the
evidence, and we take this into account in our assessment and conclusions.

Views of customers

Overall, customers were in principle open to a divestiture remedy encompassing
Wincanton’s dedicated warehousing business. That said, a number of customers
raised concerns regarding how the divestiture remedy would be implemented. In
particular:

(@) One customer told us that a divestiture remedy would effectively remedy the
SLC identified by the CMA if it was appropriately framed to take account of
customer concerns, including how the customer would be compensated for
the impact of the change.®?® In an earlier submission, this customer
explained that the adverse impacts on its business might include contract
renegotiations; cost increases through service disruption; and disruption and
uncertainty to people and service. While this customer focused its views on
GXOQO’s proposed divestment of Wincanton’s business unit relevant to
dedicated warehousing, this customer also considered that blocking the
Merger would unequivocally solve the competition concern by both Parties
staying in the market as it would retain the status quo and continuity of

524 GXO's proposed modifications under GXO'’s Divestiture Remedy Proposal were summarised in GXO’s Updated
Alternative Remedy Proposal, 31 March 2025, paragraph 5.
525 Third party call note.
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service, and choice/competition in the market remained attractive to it as a
customer of 3PLs.5%6

(b) One customer told us that GXQO’s proposed divestiture remedy was
acceptable in principle. However, it told us that it would require additional
assurances on service quality and contract pricing as well as on the identity
of the purchaser and whether the purchaser had the appropriate scale,
expertise and experience.%?” This customer also told us that there was a risk
in not knowing who was going to own and operate the business going
forward, but this might prove less of a risk if the customer’s existing contract,
terms and service level provisions would continue to run following the
divestment, and that the same dedicated management team would stay with
the business. It added that the identity of the purchaser would be important in
relation to its ultimate business strategy and in providing ‘thought’
leadership.%%®

(c) One customer submitted that it was open minded about the divestiture
remedy.%?° It submitted that the divestiture remedy placed significant
importance on proven experience in managing larger composite operations
and that it was unaware of any third parties that had the credibility and
expertise to address its warehousing needs.®3 The customer noted that the
proposed divestiture remedy would create some risk for it, and that it would
therefore be uncomfortable with moving its Wincanton operations. 53
Subsequently, in relation to GXO’s modified remedy proposals, the customer
submitted that if the CMA deemed some form of a divestiture remedy to be
most appropriate, its strong preference would be to insource.%3?

(d) One customer told us that it was broadly supportive of GXO’s proposed
divestiture remedy provided the divestiture package was appropriately
structured with sufficient scale and a buyer with sufficient expertise was
approved. This customer told us that the divestiture package must ensure a
sufficient number of Grocery customers transferred, and that any contracts
were of sufficient length to ensure there was a long-term viable business
transfer. It added that the divestiture package must also include sufficient
assets, supply contracts, personnel and senior management to enable the
new 3PL to quickly establish itself.533

526 Third party response to the CMA’s invitation to comment on remedies.
527 Third party call note.

528 Third party call note.

529 Third party call note; and Third party letter to the CMA.

530 Third party letter to the CMA.

531 Third party call note.

532 Third party email to the CMA.

533 Third party email to the CMA.
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9.45

()

Another customer indicated that a divestiture remedy was the only option that
avoided a lessening of competition.534 That said, the customer told us that it
had concerns about who the purchaser would be and whether the purchaser
would be able to run the business properly. It added that CEVA, Maersk,
Unipart, DHL and ID Logistics were credible choices, but noted that
European companies had a different way of running things with a preference
for a higher management fee. It told us that the divestment business would
need to be of a similar size to Wincanton’s Grocery operations as it would be
difficult for it to compete if it was smaller. In terms of some of the issues a
purchaser might face, this customer told us that the purchaser would
probably want certainty on the contracts, as well as protection against liability
for employee disputes and TUPE, and that visibility over third-party contracts
would also be important.53°

Another customer told us that the proposed divestiture remedy was a positive
and proportionate remedy but considered that there might be a challenge in
finding a willing buyer for the divested Wincanton business.%3¢

Another customer noted that the proposed divestiture remedy sounded
interesting and that it made sense, although noted that it would require more
details to comment fully.5%7

One customer initially told us that it could not comment on GXO’s proposed
divestiture remedy as it was not a Wincanton customer.®3® Subsequently, in
relation to GXO's modified remedy proposals, this customer told us that it
had considered both modified proposals and that it did not have any material
objections or concerns to raise.539

Views of 3PLs

3PLs were generally of the view that GXO’s Divestiture Remedy Proposal would
be effective. For example:

(@)

A 3PL told us that GXO’s proposed divestiture remedy or a variation of this
remedy could be effective, and if structured correctly, the divestiture remedy
would result in the ready-made transfer of foundational clients with resources
and assets to prove that the divestment purchaser was established, and

534 Third party email to the CMA.
535 Third party call note.
536 Third party call note.
537 Third party call note.
538 Third party call note.
539 Third party email to the CMA.
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(e)

could say that its employees have been running a particular site for years in
future tenders.54°

Another 3PL told us that GXQO’s proposed divestiture remedy allowed for the
creation of a realistic alternative supplier for customers and provided an
opportunity for a new entrant.%*

Another 3PL told us that getting a larger number of warehousing sites
available under the proposed divestiture would suddenly result in a critical
mass that would genuinely create proper competition which recreated
Wincanton.%42

Another 3PL told that us that GXO’s proposed divestiture remedy was a
viable remedy to counter the concentration in the dedicated warehousing
market.%43

Another 3PL told us that GXO’s proposed divestiture remedy would retain a
separate 3PL in the market with a portfolio of business in place that would
enable it to compete.5*4

Two 3PLs submitted that GXO’s proposed divestiture remedy would be an
effective remedy. One of the 3PLs submitted that a divestiture would ensure
that knowledge and experience was retained within the divestment business.
It also submitted that a divestiture was the only certain method of maintaining
competition in the grocery sector.%4°

Our assessment

9.46 Inline with our Merger Remedies Guidance,®*® we would expect an effective
divestiture remedy to re-establish the structure of the relevant UK market expected
in the absence of the Merger and restore the dynamic process of rivalry between
firms seeking to win customers’ business over time. It should address our
concerns at source by effectively reversing the UK element of the Merger which
has given rise to the SLC so that it would provide a comprehensive solution to our

SLC.

9.47  Our Merger Remedies Guidance sets out three broad categories of risks that may
impair the effectiveness of a divestiture remedy:*’

540 Third party call note.

541 Third party call note.

542 Third party call note.

543 Third party call note.

544 Third party call note.

545 Third party response to the CMA'’s invitation to comment on remedies; and Third party response to the CMA’s
invitation to comment on remedies.

546 CMA87, paragraph 3.5(a).

547 CMA87, paragraph 5.3.
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9.48

9.49

(@) Composition risks: these are risks that the scope of the divestiture package
may be too constrained or not appropriately configured to attract a suitable
purchaser or may not allow a purchaser to operate as an effective competitor
in the market.

(b) Purchaser risks: these are risks that a suitable purchaser is not available or
that the merger parties will dispose to a weak or otherwise inappropriate
purchaser.

(c) Assetrisks: these are risks that the competitive capability of a divestiture
package will deteriorate before completion of the divestiture, for example,
through the loss of customers or key members of staff.

We address each of these three categories of risks in turn below.
Composition risks — the appropriate scope of the divestiture package

Our assessment

While in principle, a remedy requiring the full divestiture of the entire Wincanton
business is available and would in principle be effective, if we conclude a smaller
divestiture package is effective, then it is not necessary for us to consider a
broader (and more costly and intrusive) divestiture package. Based on our
assessment of GXO'’s Divestiture Remedy Proposal, we have identified the
following issues, which may give rise to composition risks:

(@) Minimum number of transferring sites: there is a risk that GXO’s proposal
that Divestment Customers’ consent to the transfer of a minimum of two sites
(out of a total of [¢<] Divestment Customer sites) may be insufficient to
address the SLC.

(b) Contract durations: there is a risk that the contracts transferred are not of
sufficient length to: (i) enable the Divestment Purchaser to demonstrate to
Grocery customers that it has the capability and experience to operate the
Proposed Divestment Business as an effective competitor within the UK
dedicated warehousing market; (ii) ensure the ongoing and future financial
viability or sustainability of the Proposed Divestment Business; and/or
(iii) attract a suitable potential purchaser.

(c) Customer consent risk: the risk that consent is not given is particularly
acute in this case given there are only [é<] Divestment Customers with each
Divestment Customer accounting for a significant proportion of the Proposed
Divestment Business’ revenues; and the minimum number of sites that
should form part of the divestiture package. In relation to the customer
consent risk, we consider that the likelihood of obtaining customer consent is
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9.50

9.51

9.52

9.53

9.54

9.55

impacted by: (i) [¢<]; (ii) the need to retain third-party supply and other
contractual arrangements; and (iii) [<]. It is also necessary to consider the
effectiveness of the [<].

(d) Key staff: there is a risk that the Proposed Divestment Business does not
include the relevant staff (including senior management) to form an effective
competitor, [<].

(e) Non-solicitation period: GXO has proposed that the Merged Entity would
not solicit for [<] for a period of [é<] from closing of the divestiture. There is
a risk that this [<].

We cover each of these issues in the remainder of this section, indicating our
views and any further evidence required from GXO.

Minimum number of transferring sites

The CMA'’s starting position in identifying the scope of a divestiture package is to
identify a divestiture sufficient to restore the pre-merger situation in the markets
subject to the SLC.548

GXO'’s Divestiture Remedy Proposal encompasses the entirety of Wincanton’s
existing dedicated warehousing services business to Grocery customers, including
[¢<] sites across its [¢<] Divestment Customers. As GXO submitted, the
divestments of these sites and customers would be ‘a targeted structural solution
that comprehensively removes the overlap in the supply of dedicated warehousing
services to Grocery customers in the UK. In particular, the GXO’s Divestiture
Remedy Proposal includes all assets, employees, supplier contracts and
transitional support that may be required by any purchaser, regardless of that
purchaser’s own capabilities, to service the Divestment Customers’.54°

In light of this, we consider that the scope of the Proposed Divestment Business,
and in particular the inclusion of [¢<] Divestment Customer sites, is sufficient to
effectively address the SLC and its resulting adverse effects.

However, we note that GXO'’s [<]. [].

Furthermore, to the extent that GXO retains Wincanton Divestment Customer sites
that do not transfer to the Proposed Divestment Business [¢<], which will make it
harder for the Proposed Divestment Business to effectively compete and to
replicate the constraint provided by Wincanton pre-Merger.

548 CMA87, paragraph 5.6.
549 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 32.
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9.56 We also do not agree with GXO'’s justification (summarised at paragraph 9.23
above) for the design of [<]. Contrary to GXQO’s submissions, the CMA’s Interim
Report did not provide a basis for asserting that the SLC would be effectively
addressed if the Proposed Divestment Business comprised ‘one or a small
number of customers’, or to interpret this to mean at least two sites. The reference
to ‘one or a small number of customers’ in the CMA’s Interim Report®®® was made
in relation to discussing the likelihood of entry (the first limb to the CMA’s barriers
to entry and expansion assessment), and in particular, the number of customers it
would take to encourage entry. It was not made in relation to what level of entry
would be considered sufficient to prevent an SLC (the third limb to the CMA’s
barriers to entry and expansion assessment).

9.57 Instead, in relation to sufficient entry as noted in Chapter 7 above, our position is
that:

(@) Atleast one new 3PL would need to have acquired or be expected to acquire
a strong track record; and such a record would be demonstrated by it either
having won and serviced a variety of contracts for dedicated warehousing for
Grocery customers or otherwise demonstrated that it was regarded by
customers and/or by competitors as being capable of doing so.

(b) To get to this point, it would be necessary for the new entrant to establish
relationships with the major Grocery customers, which would require
significant lead time ahead of new tender opportunities and procurement
processes.

(c) The new entrant would need to build a sufficient level of experience and track
record through cumulatively winning contracts, by performing well in fulfilling
contracts and retaining business. In this regard, an entrant with only a single
contract would not be able to exert sufficient competitive constraints on the
Merged Entity, even if that contract was of significant size.

9.58 In other words, we consider that for entry to be sufficient to address the SLC we
would expect an entrant (or entrants in aggregate) to build an equivalent track
record to that held by Wincanton’s existing business. In this context, we note that
track record is a relative concept which develops over time with an increasing
customer base and the growing number of contracts, and with the provider
achieving successful performance of those contracts. This enables the provider to
increase the pool of knowledge and activities from which new ideas and
efficiencies can be derived (and which we have identified as a key reason for
Grocery customers to use 3PLs), thereby enhancing the provider's competitive
strength. In the context of a divestiture remedy, the most comprehensive and
straightforward way of achieving this is through the Proposed Divestment

550 See CMA’s Interim Report, 19 February 2025, paragraph 6.27.
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Business having equivalent scope to Wincanton’s existing business in dedicated
warehousing services to Grocery customers.

9.59  Third-party views (including from both 3PLs and customers) in relation to GXO’s
remedy proposals also provide evidence of the importance of the number of sites
serviced by a 3PL in demonstrating their track record and credibility. In particular:

(@) A customer told us that in relation to the benefits of the divestment business
operating multiple sites, it would expect any 3PL worth its salt to want to be
running multiple sites as it helped to drive a level of efficiency across their
business.>"

(b) Another customer submitted that the divestiture package must be
appropriately structured to have sufficient scale, by ensuring that it had a
sufficient number of Grocery customers willing to transfer their arrangement
to the CMA-approved 3PL purchaser. It also indicated that a divestiture
remedy with much greater scale, by both number of customers and therefore
associated numbers of warehouses, meant that it was more likely to be a
successful remedy.5%2

(c) Another customer told us that operating multiple sites/having multiple
customers, and critical mass, was important to the success of a 3PL, helping
to spread fixed costs (such as supporting R&D expenditure) and gain richer
learnings and insights. It added that knowledge and insights learned from
serving one customer could be used to serve another, and help improve
innovation or other parts of their service offering (eg on sustainability).5%3

(d) A 3PL told us that in order to be attractive, the divestment package could not
include just one or two sites, but must be a viable alternative to GXO’s
offering.%* This 3PL told us that running operations for several different
clients (which involved different methods and processes) could provide
learnings that could help with other contracts. The 3PL noted that every site
could be different, even if they had the same systems or core model of
operating.®%®

(e) A 3PL told us that by getting a larger number of sites under the divestiture
remedy proposal, there was suddenly a critical mass which genuinely created
proper competition which recreated Wincanton. It also told us that having a
larger number of sites was beneficial as it first involved more customers and
secondly meant it came with a known management team with a lot of skill.
This 3PL told us that this would mean the purchaser could already be a

551 Third party call note.
552 Third party email to the CMA.
553 Third party call note.
554 Third party call note.
555 Third party call note.
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9.61

9.62

9.63

known player in the market. This 3PL also noted that multiple sites could
provide a 3PL with more knowledge and experience.>%¢

(f) A 3PL told us that a critical mass was needed (ie a significant number of
profitable sites, not just two sites with relatively low profitability) to be credible
in the eyes of customers. However, this 3PL also noted that it was not just
about critical mass but that other factors also contributed to this credibility in
terms of proven capabilities.?5”

(g) Another 3PL told us that scope would be important, as in order to be viable, it
would require dedicated warehouses across multiple customers.558

This further supports our assessment that for the Proposed Divestment Business
to replicate the constraint eliminated by the Merger, it is crucial that it is of
equivalent scope to Wincanton’s existing dedicated warehousing business.

Our assessment

We therefore consider that the scope of GXO'’s Divestiture Remedy Proposal
(encompassing the entirety of Wincanton’s existing dedicated warehousing
business to Grocery customers, including all sites it currently services) would be
sufficient to effectively address the SLC and its resulting adverse effects we have
identified. In addition, our view is that [¢<]. We consider [<].

Contract durations

We note that while the [¢<] and [¢<] Divestment Contracts expire in [¢<] and [<]
respectively, [¢<]. While the Proposed Divestment Business should have the
relevant Wincanton senior team (see paragraph 9.18(d) above) and the
capabilities it needs to operate the Divestment Contracts successfully, we consider
that too short a contract duration could increase the risk that the Divestment
Contracts are not extended, eg if the contract duration is insufficient for the
Divestment Purchaser to establish its new relationship with the relevant customer,
or to demonstrate to the relevant customer its capability to operate the Proposed
Divestment Business effectively under new ownership.

We also note the evidence from third parties on the importance of the duration of
the Divestment Contracts for the attractiveness of a divestiture remedy and to give
the Divestment Purchaser time to establish itself — for example:

(@) One customer submitted that any contracts selected for transfer should be of
a sufficient length to ensure there was a long-term viable business transfer,

556 Third party call note.
557 Third party call note.
558 Third party call note.
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9.65

9.66

and that GXO/Wincanton were not proposing to novate only contracts that
were close to an end. Otherwise, it submitted that these contracts could
return to GXO and lose the benefit of the transfer in the short term. %9

(b) One 3PL told us that there needed to be longevity in any contract being
divested, and cited this as one of the factors that would make the divestiture
package attractive.%6°

(c) Another 3PL told us that contract length was an important factor — eg it would
not be worth it for a 3PL to take over Wincanton’s business if it was due to
run out in 12 months. It added that any new entrant needed time (a minimum
of two years) to succeed and so, a long contract would help in that regard. %

Our assessment

In our view, we consider that ensuring sufficient longevity in the duration of the
Divestment Contracts will be an important consideration to ensure the
effectiveness of a divestiture remedy. Contract longevity is a factor to enable the
Divestment Purchaser to build up its own track record, gaining knowledge,
experience and credibility with the Divestment Customers, and to ensure the
sustainability and viability of the Proposed Divestment Business. It is also
important to ensure that the divestiture package represents an attractive
acquisition opportunity.

In our view, we consider that GXO should be required to take [<] steps ([¢<]) to
ensure that each Wincanton Divestment Customer contract that will transfer with
the Proposed Divestment Business, has a minimum of [é<] duration remaining
from the date of closing of the divestiture transaction. We consider that if this
requirement cannot be met prior to transaction closing for reasons outside GXO’s
control, GXO should be required to seek approval from the CMA for an [é<], which
may include, for example, [<] or if necessary, [].

In relation to [<] and [é<] Divestment Contracts, we note that [¢<] Divestment
Contracts [<].%62 We also note that in relation to how long it would take to get a
view of a new 3PL’s capabilities, one customer told us that [¢<].963 We note that
[]_564

559 Third party email to the CMA.

560 Third party call note.

561 Third party call note.

562 This is currently feasible taking into account: (a) our current extended statutory deadline of 25 June 2025 to publish
our Final Report (and final remedy decision); (b) the 12 weeks (around three months) following the Final Report for the
CMA either to accept final undertakings or make a final order; and (c) assuming the CMA’s standard six-month period

following the final undertakings or final order for GXO to complete a divestiture transaction.

563 Third party call note.

564 Third party call note.
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9.69

9.70

9.71

9.72

9.73

Wincanton has had a long-term commercial relationship with [<] for
approximately [<] years, [¢<]. In relation to the duration of this customer contract,
while the steps we have set out in paragraph 9.65 above will apply, in considering
GXO'’s alternative proposals (should the minimum contract duration not be
achieved), the CMA will have regard to whether there are other sufficient
mitigating factors to the risk of a shorter contract duration. We would expect GXO
to set out what these mitigating factors may be when submitting its [<] the
minimum contract duration [<].

We would require GXO to engage with the CMA as soon as [<] to ensure that
completion of the divestiture transaction will occur within the agreed timescales.

Customer consent risk

We note GXO’s submission that the divestiture would require the consent of the
Divestment Customers. As set out in paragraph 9.44 above, some customers have
identified various risks arising from the transfer of their contracts under a
divestiture remedy, including service quality, contract pricing, retention of key staff,
increased uncertainty, costs, contract renegotiations, loss of innovation and costs
of managing contract exits.

As we have set out in paragraph 9.49 above, in principle, a divestiture of a
business which comprises the entirety of Wincanton’s dedicated warehousing
services business to Grocery customers in the UK, would allow the Divestment
Purchaser to compete effectively in this market on an ongoing basis. However, at
this stage, given that the identity of the Divestment Purchaser is not yet known and
the various risks cited by customers in relation to the transfer of contracts under a
divestiture remedy have yet to be fully resolved, there are risks that customer
consent may not be granted.

In general, to secure customer consent, we expect GXO to take [<].

In the following-subsections, we provide our view on several specific GXO
proposals to mitigate customer transfer risks regarding: (a) contract severance
risks; (b) third-party supply and other contractual arrangements; (c) [<]; and (d)
[¢<]. We also discuss GXQO’s proposals regarding retention of key staff at
paragraphs 9.105 to 9.111 below.

Contract severance risks

Third parties have raised concerns in relation to severing existing contracts to
facilitate a divestiture. For example:

(@) One Divestment Customer expressed concerns if the divestment resulted in
its warehousing and transport being split, and noted that renegotiating its
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transport contracts would involve associated time and resourcing costs,
including legal costs. This customer’s preference was for its warehousing and
transport services to be provided by a single 3PL provider. It also noted that it
did not think any contractual assurances or risk mitigants would address its
concerns around the risk and commercial impact from separating warehouse
and transport, or in order to make Wincanton’s leadership team stay with the
new provider.%®® In relation to GXO’s modified remedy proposals, this
customer told us that it would be looking for the divestment business to

provide transport, but that the purchaser would need to be capable of doing
it.566

(b) [3<1%

9.74  We note that GXO has proposed to work with each Divestment Customer to [<],
and [<]. GXO has also [].

Our assessment

9.75 Ourview is that GXO’s proposed approach in relation to contract severance risks
appears sufficient to mitigate Divestment Customers’ concerns regarding such
risks.

Third-party supply and other contractual arrangements

9.76  GXO submitted that Wincanton’s automation team (through [$<]%%8) provided
certain services to a number of customers under separate and standalone
contractual agreements. It added that following the divestment, [¢<] would
continue to provide these services to the Divestment Customers on standard
market terms at an arm’s length.%%°

9.77  GXO submitted that [¢<] was currently engaged by [¢<] (a Divestment Customer)
to [<] and that this related to [<]. It added that this [¢<]. It submitted that [¢<]. In
relation to this work, GXO has proposed that [$<] with [¢<], and that this [6<].57°

9.78 GXO also submitted that if required by the Divestment Customer and/or the
Divestment Purchaser, the Merged Entity could [¢<]. GXO submitted that it would
structure the arrangements to ensure that the Merged Entity’s CLS business had

565 Third party call note; and Third party response to the CMA's invitation to comment on remedies.
566 Third party call note.

567 Third party call note.

568 []

569 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 143(a) and (b).

570 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 143(b).

133



9.79

9.80

9.81

9.82

9.83

no access to information or data on work that [¢<] was doing for [¢<] under this
contract. 7

We also note that one customer told us that [<] (which was owned by Wincanton)
was currently carrying out work for it and that [é<]. It also told us that [¢<]. It added
that there was an element of risk if [¢<] post-Merger was owned by GXO. It added
that going forward, [¢<] would need to enter into a direct contract with [<] to
continue this project or it would expect the purchaser to have the capability or
relationships to deliver, or it would expect GXO/Wincanton to continue to assume
responsibility for delivery.572

Our assessment

In our view, where a Divestment Customer wishes to continue receiving services
from [<] or any third-party supplier beyond completion of any divestiture, the
Merged Entity should [<]. In this regard, GXO’s proposal that [¢<]. We consider
that GXO should be required to [¢<]. We expect that this approach would be
applicable for any other projects by [¢<] or any third-party supplier providing
services to Wincanton for the Divestment Customers.

[5<

As noted above (see paragraph 9.44), customers (including Divestment
Customers) have also raised concerns relating to a range of costs associated with
the transfer of their contracts to a new 3PL.

GXO has [$<]. GXO has noted that [¢<].573

Further to our request in our IRR for clarity from GXO regarding the risks that may
arise from the transfer of Divestment Contracts [¢<], GXO in its IRR response
provided further information as detailed in Table 9.1 below:

571 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 143(b).
572 Third party call note.
573 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 169(d).
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Table 9.1: Potential risks associated with the divestiture remedy, the estimated size of the risks and
GXO’s mitigation plans

Risk

Estimate of size of risk to the GXO mitigation plans to secure customer consent
Divestment Customer

(=]

[<] [<]

Source: Parties’ response to the CMA’s IRR, 30 April 2025, Table 1.

9.84

9.85

9.86

9.87

9.88

9.89

9.90

9.91

GXO submitted that [¢<]. GXO stated that it was confident that [¢<] would be
comprehensive and sufficient to [6<].574

GXO proposed that it would engage with them [<] on: (a) [¢<]; (b) consent to
transfer including addressing any Divestment customer-specific concerns); and (c)
contract duration.>”®

GXO submitted that [6<]:576
(@) [X].
(b) [<].

[]_577

Our assessment

We consider that GXO’s proposal [¢<] Divestment Customers and its proposed
Divestment Customer engagement plan (to secure customer consent) appears
adequate and appropriate for the purpose of incentivising customer consent.

[#<]

[<]. As noted above, in paragraph 9.61, we have already concluded that the
scope for an effective divestiture remedy must be equivalent to the entirety of
Wincanton’s existing dedicated warehousing business to Grocery customers,
including all of the [2<] sites it currently services and not limited to one or two sites
as proposed by GXO (see paragraph 9.23).

Third-party evidence suggests that [¢<] could be used to [¢<]. For example, one
3PL referred to [<].578 Another 3PL noted that [$<].57°

[5<].

574 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 16.
575 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 18(a).
576 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 18b.
577 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 18c.
578 Third party call note.

579 Third party call note.
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Table 9.2: [<]
[<]

Source: CMA analysis of Parties’ response to the Phase 1 Decision, 2 December 2024, Annex 1; and CMA analysis of Parties’ response
to the CMA'’s Interim Report, 12 March 2025, Annex 3.

Notes: [5<].

Footnotes:

* Where * is shown, [5<].

** Wincanton operates the 3PL transport services for this site.

9.92 The CMA has a general preference for [6<].580

9.93 Nonetheless, in the circumstances of this case, [<]:
(@) [<]; and
(b) [K].

9.94  The 3PLs that we spoke to [$<]%8" and told us that [$<].582

Our assessment

9.95 Inour IRR, we provisionally concluded that to ensure that we can have a high
degree of certainty that the Proposed Divestment Business will restore the
competitive constraint lost as a result of the Merger, we would require the transfer
of [¢<] Wincanton sites and, in the event that this was not possible ([<]), for [<].
In the IRR, we asked GXO for views on how [¢<] should be assessed.

9.96 Inits IRR response, GXO made the following submissions:

(@) [<]. It submitted that it disagreed with our provisional view in the IRR that
the divestiture remedy should include [¢<] sites across the [¢<] Wincanton
Customers. It submitted that while Divestment Contracts represented an
important feature of the Proposed Divestment Business, other features such
as the transfer of employees, additional assets and suppliers contracts were
more important as these features would enable the Divestment Purchaser to
win and compete for new contracts.583

(b) Senior management employees involved with developing growth strategies
would be transferred as part of the Proposed Divestment Business and that
these employees would possess the know-how, track record and reputation

580 CMAB87, paragraph 5.16.

581 One 3PL told us that in relation to whether the CMA should accept a remedy that involved [¢<], it depended on the
level of self-containment of the operations of the sites that would be transferred, ie if the sites could be run
autonomously. It added that what really mattered beyond [6<] was whether the results from the remedy would form a
sustainable platform for the 3PL remedy taker to grow. Third party call note.

582 Third party call note; and Third party call note.

583 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 5 and 5a.
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9.97

9.98

9.99

in providing the dedicated warehousing services to Grocery customers
regardless of whether there were [¢<] sites or fewer. 584

(c) Inthe event that a customer or site did not transfer across with the Proposed
Divestment Business, it would not have a material impact on the Proposed
Divestment Business, as it would not be any different to an ordinary of course
of business scenario whereby Wincanton lost a contract.58°

(d) Adding a customer and/or site(s) to the Merged Entity would not improve its
competitive position in this market (as market shares do not convey
significant meaning in a tender market context) or compromise the
competitive equivalence of the Divestment Purchaser with the pre-Merger
Wincanton. 586

(e) While [3<].587

(f)  Inthe event of one or more Divestment Customers withheld their consent to
transfer, [¢<]. GXO also submitted that [¢<]. [5<], it submitted that [$<].588

We consider that some flexibility on using the [¢<] to achieve ‘competitive
equivalence’ is acceptable in principle and could be beneficial given the current
uncertainty regarding which sites or customers may withhold consent. However,
we have concerns if [¢<]. We consider that this could result in a situation where
there is uncertainty regarding whether the divestiture remedy would restore the
pre-Merger constraint, given that we could [¢<] (see further paragraphs 9.51 to
9.61 above).

We do not accept GXO’s submission that the transfer of employees, assets and
suppliers contracts are more important than the number of sites. We consider that
‘competitive equivalence’ is a broad concept, and therefore, for the purpose of
specifying the scope of a divestiture package, we would want one or several clear,
guantitative metrics to provide a baseline, to avoid ambiguity and the scope for
future disputes. While [¢<] alone do not themselves determine ‘competitive
equivalence’, such [<] are more easily measured and less subject to dispute or
disagreement.

Based on the above, we conclude that GXO should first take [¢<], and to do so
[<]. We consider that [<].

584 Parties’
585 Parties’
586 Parties’
587 Parties’
588 Parties’

response to the CMA’s IRR, 8 May 2025, paragraph 5a.
response to the CMA’s IRR, 8 May 2025, paragraph 5b.
response to the CMA’s IRR, 8 May 2025, paragraph 5c.
response to the CMA’s IRR, 8 May 2025, paragraph 9.

response to the CMA’s IRR, 8 May 2025, paragraph 10.
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9.102

9.103

9.104

9.105

In the event that any of the Wincanton Divestment Customers do not transfer to
the Divestment Purchaser, we conclude that:

(@) GXO should be required to ensure that [<], will enable the Proposed
Divestment Business to [<].

(b) The CMA will then undertake an assessment of the overall ‘competitive
equivalence’ of the Proposed Divestment Business with the existing
Wincanton dedicated warehousing, and have regard to a range of metrics,
including (but not limited to): [¢<]. In undertaking this assessment, the CMA
may request the Monitoring Trustee to [<]. Following that assessment, the
CMA may require GXO [].

We would require GXO to engage with the CMA as soon as it is aware that [¢<] to
ensure that completion of the divestiture transaction will occur within the agreed
timescales.

In its IRR response, GXO submitted that the [¢<], and might [<]. It further
submitted that there was a significant risk that [<]. In its IRR response, GXO
encouraged the CMA to include in the Final Report [¢<], and as a general matter,
[]_589

We considered GXO’s submission on the potential risks in relation to the
application of [<]. We noted that GXO in its submission did not propose an [<]
and we consider that the risk cited by GXO [¢<] can be effectively mitigated
through our usual practice of redacting from this ‘Remedies’ chapter information
and any final undertakings or final order that is confidential or prejudicial to the
effective implementation of the remedy. In relation to whether the [<] is
appropriate in relation to GXO'’s [<]. We consider that [<]: (a) [<] ([¢<]); and
(b) given GXO’s potential incentive to [<]. Furthermore, given GXO’s submission
that [¢<] (see paragraph 9.85 above), we would expect the process of obtaining
customer consent to not be overly burdensome.

For the avoidance of doubt, [<], our assessment set out in this chapter [<].

Key staff

Several third parties told us that the Proposed Divestment Business would need to
include certain members of Wincanton’s senior management, ie more senior roles
than those which would typically TUPE to a new 3PL provider with the transfer of a
specific site following a tender. Some third parties also expressed concerns
regarding the retention of key staff. In particular:

589 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraphs 12-13.
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9.107

9.108

(@)

()

One customer told us that it would want the divestment business to have a
senior management team that had experience ideally in the grocery sector,
and the [X] in particular, and with a team below them that had the qualities
necessary to run a site to the level expected. It added that having a strong
senior management team was key for stabilising a new 3PL at the early
stage of its development. It also told us that in relation to the existing
Wincanton senior management team, it was important to have those involved
on the operational side, but added that in order to be successful, it would also
need individuals who were commercially astute and experienced in the
sector, so that they knew what to offer up as solutions in future tenders.5%

One customer told us that if its contract was (hypothetically) to be transferred
to the new purchaser, it would likely want guarantees that important staff,
such as the site general manager and the supporting account director, were
included in the divested business.%"

One customer told us that it would be essential to transfer the people
managing the specific warehouses, and that those in more senior roles might
also be required in the package. It added that essentially, this meant the
Grocery Managing Director (or equivalent) and everyone below, including the
site-level manager.5%

One 3PL told us that any potential purchaser would need to have
experienced leadership in place. It told us that the divestment package would
therefore likely need to include the General Manager of the relevant
warehouse(s), an Operations Director and possibly a Vice President.5%3
Another 3PL told us that the divestment package would need to include
senior management with grocery expertise.%*

GXO submitted that Wincanton’s Grocery and Consumer business unit (which
includes Wincanton’s dedicated warehousing business) is managed by [6<].5% It
also submitted that should [8<]. GXO would also [<].5%

Regarding [<], GXO submitted that [¢<]. GXO proposes that [<].

GXO inits IRR response, submitted that it had identified [¢<]. It added that [¢<]. It
submitted that [$<].597

590 Third party call note.

591 Third party call note.

592 Third party call note.

593 Third party call note.

594 Third party call note.

595 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 82.

596 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 82 and 100-104.
597 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 19.
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9.110

9.111

9.112

9.113

9.114

9.115

It also submitted that [$<]. [6<].5%8

It stated that [¢<] were common in Mainstream CLS, and that the Parties’
experience was that [6<].5%°

Our assessment

Our assessment is that the Proposed Divestment Business should include the
appropriate key staff, including specific individuals that may be identified as
important by Divestment Customers. As mentioned by GXO, we note that the
CMA'’s IEO already requires GXO to incentivise the retention of Wincanton key
staff (as defined in the IEO). [¢<]. We also note in particular that GXO has [<].
We consider this proposal to be acceptable. On this basis, we conclude that
GXO'’s proposed approach on this issue appears sufficient to mitigate this
composition risk.

Divestment Customer non-solicitation period

GXO has proposed a non-solicitation period of [<], during which the Merged
Entity [6<].690

Our Merger Remedies Guidance states that the CMA may permit or require non-
solicitation clauses or other measures to protect the purchaser from the merger
parties for a limited period (eg up to one year) to enable the purchaser to become
established as an effective competitor in the relevant market(s).6%!

Our assessment

In the particular circumstances of this case, where the Divestment Contracts form
the primary component of the Proposed Divestment Business, our view is that a
non-solicitation period of [¢<] will be required:

(@) We consider that the duration of this non-solicitation clause should be similar
to the [¢<] (see also the third-party evidence set out in paragraph 9.63), [¢<].

(b) We also note the infrequency of tenders, and consider that a period [¢<] is
required.

We will require the Merged Entity to put in place adequate compliance procedures
and safeguards (to be approved by the CMA) to ensure that the Monitoring

59 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 20.

599 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 169.
600 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 19a.
601 CMAB87, paragraph 5.25.
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Trustee is able to monitor effectively the Merged Entity’s compliance with this non-
solicitation provision following completion of the divestiture transaction.

Our conclusions on composition risks

9.116 We have considered the composition risks associated with GXQO’s Divestiture
Remedy Proposal. Our view is that there are material composition risks associated
with GXO'’s Divestiture Remedy Proposal, which if left unmitigated would fall short
of demonstrating that it would have sufficient scope to address the SLC.
Accordingly, we conclude that GXO’s Divestiture Remedy Proposal, as currently
proposed by GXO, would not be an effective remedy. However, as part of our
assessment, we have also identified modifications to GXO'’s Divestiture Remedy
Proposal which, in our view, could address these risks.

Required modifications to GXO'’s Divestiture Remedy Proposal

9.117 Based on our assessment of the composition risks associated with GXO’s
Divestiture Remedy Proposal detailed in our assessment above, we consider that
amending GXO’s Divestiture Remedy Proposal in line with the modifications we
have set out above will address the risks we have identified and will result in an
effective remedy (we refer to this amended remedy as the Enhanced Divestiture
Remedy).

Purchaser risks — identification and availability of a suitable purchaser

9.118 Having identified the appropriate scope of the divestiture package under the
Enhanced Divestiture Remedy, we now consider the risks that the divestiture
package under this remedy may be sold to a weak or otherwise inappropriate
purchaser or that a suitable purchaser may not be available. This risk, if not
properly addressed, could undermine the effectiveness of any divestiture remedy.
As set out in our Merger Remedies Guidance, the identity and capability of a
purchaser will be of major importance in ensuring the success of a divestiture
remedy. The merger parties will therefore need to obtain the CMA’s approval of
the prospective purchaser.0?

9.119 Given the common elements shared between GXQO’s Divestiture Remedy and the
Enhanced Divestiture Remedy, in particular in relation to the maximum scope and
perimeter of the business being divested, we consider GXO’s submissions on
GXO'’s Divestiture Remedy in relation to purchaser risks are relevant to our
consideration of the purchaser risks for the Enhanced Divestiture Remedy.

602 CMA87, paragraph 5.20.
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9.120

9.121

9.122

9.123

9.124

GXO submitted that GXO’s Divestiture Remedy Proposal would not give rise to
any purchaser risks due to:%03

(a) the comprehensive and robust nature of the Proposed Divestment Business,
which would enable any Divestment Purchaser, regardless of its current level
of activity or experience in the Grocery segment, to service the Divestment
Contracts and compete effectively for new opportunities;

(b) the uniqueness of this opportunity which should attract interest from a
number of 3PLs; and

(c) its proposal that during the CMA’s purchaser suitability assessment,
Divestment Customers would have the opportunity to review [¢<] any of the
shortlisted potential purchasers.

As set out in our Remedies Guidance, the CMA will wish to satisfy itself (CMA
Purchaser Suitability Criteria) that a prospective purchaser:6%4

(a) is independent of the merger parties;

(b) has the necessary capability to compete;

(c) is committed to competing in the market; and

(d) will not create further competition or regulatory concerns.

In its IRR response, GXO submitted that it had entered into non-disclosure
agreements (NDAs) with [é<] prospective 3PL bidders. GXO submitted that it had
also received: (a) [<]; and (b) [¢<] non-binding offers (NBOs) from [¢<].5%° We
note that [$<].606

GXO also submitted that [¢<] which functioned effectively as a standalone
business unit (ie the Proposed Divestment Business).%” We have also been told
by [¢<] of the [¢<] 3PLs that we have spoken to, that they would potentially be
interested in acquiring the Proposed Divestment Business (see paragraph 9.128
below).

We therefore consider that there are a range of prospective purchasers that are
independent of the Parties; committed to competing in the relevant market (ie in
the supply of dedicated warehousing services to Grocery customers); and would
not create any further competition or regulatory concerns (based on their existing
activities in the supply of dedicated warehousing to Grocery customers). On this

603 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 62 and 65.
604 CMA87, paragraph 5.21.

605 Parties’ response to the CMA'’s IRR, 8 May 2025, paragraph 26.

606 Parties’ response to the CMA'’s IRR, 8 May 2025, Annex ERP.001.

607 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 10.
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9.125

9.126

9.127

basis, we focus below on the capability criterion of the CMA Purchaser Suitability
Criteria, ie whether there is a prospective purchaser that has the necessary
capabilities to compete in the relevant market.

Capability to compete

The potential purchaser must have access to appropriate financial resources,
expertise (including managerial, operational and technical capability, which may
come from the purchaser or the Proposed Divestment Business) and assets to
enable the Proposed Divestment Business to be an effective competitor in the
market. This access should be sufficient to enable the Proposed Divestment
Business to continue to develop as an effective competitor.

We asked Divestment Customers about the likely availability of suitable
purchasers for the Proposed Divestment Business. One Divestment Customer
was of the view that there could be some potential purchasers whilst [<]
Divestment Customers told us that they were unaware or unclear as to whether
there were any credible purchasers. For example:

(@) One Divestment Customer told us that there were some viable potential
purchasers, although noted that it did not have great knowledge of this. It
stated that DHL and Culina would likely be sound, solid and sustainable
solutions. It also noted the importance of experience and that there was a
steep learning curve within the UK industry in relation to non-UK 3PLs.508

(b) Another Divestment customer submitted that [6<].6%° It further explained that
[]_610

(c) A Divestment customer initially told us that in relation to the divestment of a
business unit relevant to dedicated warehousing, it did not currently believe
that there was a credible party in the market that could take on the service
without adversely impacting this customer.®'" In relation to the modified
divestiture proposal, it told us that if divestment was proposed now, while its
concerns and risks around uncertainty, lack of control, switching costs and
continuity of service subsisted, there were nevertheless some ways in which
that risk could be mitigated.5'2

There were mixed views from other customers on the availability of credible
purchasers. Two customers indicated that there were credible or appropriate
purchasers and named some of them.%'3 However, one customer told us that the

608 Third party call note.

609 Third party letter to the CMA.

610 Third party email to the CMA.

611 Third party response to the CMA's invitation to comment on remedies.
612 Third party email to the CMA.

613 Third party call note; and Third party call note.
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divestiture remedy might be a positive remedy, but finding a willing buyer of the
divested Wincanton business might be a challenge.®'* It suggested some possible
purchasers noting that they might not have the expertise to run the dedicated
warehousing contracts since many of the assets were owned by the customer and
the value that was being sold was primarily just the contract.®'

In relation to purchaser availability, several 3PLs told us that they could potentially
be interested in acquiring the divestiture package in particular circumstances (eg if
the acquisition aligned with its business strategy) or subject to further information
(eg financial information, sale price, etc).6'® Another 3PL told us that there would
be a number of interested potential purchasers including [<]. It also told us that
there might be some potential interest from European 3PLs.%""

We also noted the points raised by the Divestment Customers and other third
parties in relation to the relevant capabilities of a potential purchaser, in particular
that significant experience within the dedicated warehousing business would be
necessary to ensure the successful operation of the Proposed Divestment
Business. However, we consider that this requirement could be satisfied provided
the strong management team and key staff that make up the Wincanton grocery
business are transferred as part of the Proposed Divestment Business (and are
appropriately incentivised to do so and to remain with the Proposed Divestment
Business).

We also note that the Divestment Contracts contain termination rights linked to the
financial viability of the counterparty 3PL. We consider that the capability criterion
of the CMA Purchaser Suitability Criteria will appropriately ensure that a suitable
purchaser has access to (among other things) appropriate financial resources, to
be an effective competitor in the market, such that the risk of early contract
termination on the basis of 3PL financial viability will likely be low.

GXO has proposed further assurances in relation to assessing purchaser
suitability. First, GXO submitted that it would [¢<]. Secondly, GXO submitted that it
would [¥<]. In this regard, GXO further noted that [<].618

Our assessment on purchaser risks

As we noted above, GXO has already entered into NDAs with [¢<] prospective
3PL bidders, received [¢<] NBOs and [<] of these 3PL bidders have expressed
an interest to us. Further, these are the 3PL bidders who have been mentioned by
some customers and competitors as being credible purchasers. In any case, we

614 Third party call note.

615 Third party call note.

616 Third party call note; Third party call note; Third party call note; and Third party call note.
617 Third party call note.

618 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 169b and 169c.
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would note that the Merger Remedies Guidance states that ‘substantial uncertainty
as to whether a suitable purchaser will emerge will generally not be sufficient for
the CMA to conclude that any form of divestiture remedy is not feasible’, and that
‘it is normally possible to implement divestiture remedies, despite such
uncertainties, given flexibility in the disposal price’.51°

As detailed above, we note that while some of the Divestment Customers raised
some concerns, the majority of all customers suggested possible purchasers, as
did other 3PLs. On that basis, we conclude that the risk a suitable 3PL purchaser
will not emerge is low. We also consider that GXO’s proposal to [¢<] will contribute
to mitigating purchaser risks, in particular to minimise the risk that a purchaser
approved by the CMA [<]. In this regard, GXO should [¢<].

Asset risks — ensuring an effective divestiture process

We turn now to procedural safeguards to ensure an effective divestiture process.
An effective divestiture process will protect the competitive potential of the
divestiture package before disposal and will enable a suitable purchaser to be
secured in an acceptable timescale. The process should also allow prospective
purchasers to make an appropriately informed acquisition decision.520

GXO'’s views on ensuring an effective divestiture process

Given the common elements shared between GXQO’s Divestiture Remedy and the
Enhanced Divestiture Remedy, we consider GXQO’s submissions on asset risks in
relation to GXO'’s Divestiture Remedy to be relevant to our consideration of the
asset risks for the Enhanced Divestiture Remedy.

GXO submitted that GXO'’s Divestiture Remedy Proposal would not give rise to
asset risks, as there were significant reputational and financial incentives to
ensure the attractiveness of the Proposed Divestment Business was
maintained.%?’

GXO also submitted that it was confident that GXQO’s Divestiture Remedy Proposal
could be completed within the CMA’s six-month remedy implementation timeline
given the steps it had taken to design the divestiture process to align with industry-
standard business transfer process, which would include [$<].622

GXO submitted that it was under significant pressure to integrate the Wincanton
business it would retain and realise gains for the Merged Entity and its customers.
Therefore, GXO submitted that it had proposed a timely and effective divestiture

619 CMAB87, paragraph 3.51.
620 CMA87, paragraph 5.33.
621 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 11.
622 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 68.
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process, which minimised divestiture risks that could be completed within the
CMA’s standard remedy implementation timeline.%%3

GXO submitted that due to the easily identifiable perimeter of the Proposed
Divestment Business, it planned to run a streamlined sales process for the
Proposed Divestment Business.®?* It submitted that it did not expect any significant
issues from due diligence, statutory or regulatory consents, or third-party consents
or obligations that would delay the divestiture of the Proposed Divestment
Business within the standard remedies implementation timeline.25

Our assessment

We consider the following procedural safeguards in turn, which may be required to
minimise the risks associated with this divestiture:

(a) timescale to complete the divestiture;
(b) Monitoring Trustee; and

(c) Divestiture Trustee.

Timescale to complete the divestiture

Evidence from third parties indicates that it could be possible to complete Grocery
Customer contract consent and transfers in a matter of a few months.626 GXO has
also submitted that divestiture could be completed within six months (see
paragraph 9.137 above), and we note that it has already initiated a formal
divestiture process.

Our assessment

On the basis set out above, we find no compelling reason for the Initial Divestiture
Period to depart from our standard six months.?2” Under the Enhanced Divestiture
Remedy, GXO will be required to submit an updated timetable for the CMA’s
approval within a week following acceptance of any final undertakings or the
making of a final order, setting out how it intends to fulfil its remedy obligations

623 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 155.

624 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 162.

625 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 11.

626 For example, in relation to how long a consent for a customer contract transfer would take, one 3PL told us that for a
simple transfer where warehouses stayed the same, then three to four months was possible as the 3PL could agree
commercials in parallel with engaging in people (Third party call note).

627 The Initial Divestiture Period runs from the acceptance of any final undertakings or the making of any final order to
the legal completion of the divestiture transaction.
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within the Initial Divestiture Period. The Initial Divestiture Period may be extended
by the CMA where this is necessary to achieve an effective disposal.®?8

Monitoring Trustee

The Enhanced Divestiture Remedy involves a business to be carved out from the
wider Wincanton business, while [¢<]. We therefore consider that there are
aspects of the implementation of the Enhanced Divestiture Remedy which will
require Monitoring Trustee involvement, including:

(@) ensuring that GXO takes [<]; supporting in assessing and evaluating the
[<] to achieve ‘competitive equivalence’ of the Proposed Divestment
Business;

(b) ensuring that GXO takes [X];
(¢) monitoring the [¢<] proposed by GXO [¢<]; and

(d) acting as a contact point for Divestment Customers to raise concerns in
relation to the conduct of GXO and/or potential Divestment Purchasers
during the divestiture process, which could undermine the objectives and
implementation of the Enhanced Divestiture Remedy.

We would also require the Monitoring Trustee to continue to monitor the Merged
Entity’s compliance with the non-solicitation requirement in relation to Divestment
Customers for a period of [¢<] from the date of completion of the divestiture
transaction.

Where a Monitoring Trustee has not already been appointed during a phase 2
investigation, and if remedies are required, a Monitoring Trustee will normally be
appointed following the acceptance of the final undertakings or the making of a
final order to monitor the merger parties’ compliance with the final undertakings or
final order. In this case, however, given that GXO has already commenced a
formal divestiture process and the CMA has granted a derogation from the IEO for
GXO to engage with Divestment Customers on any particular concerns they may
have in relation to GXO’s Divestiture Remedy Proposal, we consider that some of
the aspects of the Enhanced Divestiture Remedy which will require a Monitoring
Trustee (as noted above) are already underway.

Our assessment

In our IRR, we provisionally concluded that it would be necessary for a Monitoring
Trustee to be appointed by the Parties before the Final Report, and invited the

628 CMA87, paragraph 5.41.
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Parties to make a proposal on the timing of the appointment of a Monitoring
Trustee as soon as possible and prior to our Final Report. Subsequently, GXO has
engaged constructively with us on the appointment of a Monitoring Trustee and
the CMA issued Monitoring Trustee directions and GXO appointed a Monitoring
Trustee which we approved.%%°

In line with the CMA’s normal practice, the Parties’ asset maintenance and hold-
separate undertakings under the IEO (including any derogations from the IEO
granted by the CMA) will be transferred to any final undertakings or final order,
and the Parties’ compliance with them will be monitored by the Monitoring Trustee.

As set out in our Merger Remedies Guidance, the appointment of a ‘hold-separate’
manager, or management team, may also be required to manage the
assets/business to be divested, in order to maintain their competitiveness and
separation from the retained assets.%3° However, at this stage, we have seen no
evidence to require the appointment of an independent hold-separate manager
with executive powers to operate the Proposed Divestiture Business separately
from the acquired Wincanton business.®3' However, should the circumstances
change, we will consider whether it would be appropriate to exercise our power to
appoint a hold-separate manager. The final undertakings or final order will contain
a provision to enable this appointment if necessary.

Divestiture Trustee

The Merger Remedies Guidance provides that if the merger parties cannot
procure divestiture to a suitable purchaser within the Initial Divestiture Period,
then, unless this period is extended by the CMA, the CMA may require the merger
parties to appoint an independent Divestiture Trustee to dispose of the package
within a specified period (the Trustee Divestiture Period). The divestiture will be
at the best available price in the circumstances, but subject to prior approval by
the CMA of the purchaser and the divestiture arrangements.%32

We currently have no evidence that would lead us to believe that GXO would not
achieve an effective disposal within the Initial Divestiture Period. We therefore do
not propose to appoint a Divestiture Trustee at the outset of the divestiture
process. However, we also recognise that GXO may have conflicting incentives in
relation to achieving an effective and prompt divestiture, and that the ability to
appoint a Divestiture Trustee is an important means by which the CMA is able to
bring the implementation of this remedy to a conclusion. Therefore, we will
consider whether it would be appropriate to exercise our power to appoint a

629 See: CMA website.
630 CMA87, paragraph 5.36.

631 The ‘hold-separate manager’s role is a day-to-day management role in the target business, reporting to the CMA
rather than the acquiring firm. This role is distinct from that of a monitoring trustee’ (CMA87, paragraph 4.13).
632 CMA87, paragraph 5.43.

148


https://www.gov.uk/cma-cases/gxo-slash-wincanton-merger-inquiry
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/764372/Merger_remedies_guidance.pdf
https://www.gov.uk/government/publications/merger-remedies
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/764372/Merger_remedies_guidance.pdf

9.151

9.152

Divestiture Trustee to take control of the divestiture process from GXO in any one
or more of the following situations:633

(@) GXO fails to complete the divestiture process within the Initial Divestiture
Period,;

(b) the CMA reasonably believes that there is a risk that the divestiture process
would be delayed or fail to complete within the Initial Divestiture Period;

(c) GXO is not engaging constructively with the divestiture process; or

(d) there is a material deterioration in the divestiture package during the
divestiture process.

If a Divestiture Trustee is appointed, the Divestiture Trustee will be required to
complete the divestiture remedy at no minimum price and within a further period
(ie the Trustee Divestiture Period) to be determined by the CMA based on the
relevant circumstances applicable at that time.%3* The final undertakings or final
order will contain a provision to enable this appointment if necessary.

Our conclusions on asset risks
Based on our assessment above, we conclude that:
(@) the Initial Divestiture Period should be six months;

(b) the Monitoring Trustee shall be responsible for the monitoring of the
divestiture process and the Parties’ asset maintenance obligations;

(c) the CMA will consider whether it would be appropriate to exercise its power
to appoint a hold-separate manager; and

(d) the CMA will consider whether it would be appropriate to exercise its power
to appoint a Divestiture Trustee. If a Divestiture Trustee is appointed, the
Divestiture Trustee will be required to complete the divestiture remedy at no
minimum price and within the Trustee Divestiture Period.

Our conclusions on the effectiveness of a divestiture remedy

9.153

As mentioned above in paragraph 9.4, the effectiveness of a remedy is assessed
by reference to its: (a) impact on the SLC and its resulting adverse effects;
(b) duration and timing; (c) practicality; and (d) risk profile.63°

633 CMA87, paragraphs 5.43 and 5.44.
634 CMA87, paragraph 5.43.
635 CMA87, paragraph 3.5.
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First, in relation to the impact of the Enhanced Divestiture Remedy on the SLC,
the divestiture package comprises the full overlap of the Parties’ activities in
dedicated warehousing to Grocery customers in the UK. We therefore consider
that the Enhanced Divestiture Remedy would restore the pre-Merger dynamic
process of rivalry between firms.

In relation to duration and timing, based on our assessment above, we consider
that the Enhanced Divestiture Remedy could be completed in a timely manner,
such that following completion, the remedy would have an immediate and lasting
impact on the SLC.

In terms of its practicality, we consider that the Enhanced Divestiture Remedy is a
practical remedy as it would address the SLC and require limited ongoing
monitoring (ie limited to monitoring compliance with the non-solicitation provision).

Finally, in terms of its risk profile, we have considered the composition, purchaser
and asset risks associated with the Enhanced Divestiture Remedy, and consider
that we have put in place appropriate risk mitigation mechanisms to address the
key risks we have identified such that the Enhanced Divestiture Remedy presents
an acceptable risk profile.

We therefore conclude that the Enhanced Divestiture Remedy as described
above, would provide an effective remedy for the SLC we have identified. We
consider that there is likely to be interest from potentially suitable 3PL purchasers
in acquiring the Proposed Divestment Business and that the divestiture can be
concluded successfully in a timely manner.

Effectiveness of GXO’s Hybrid Remedy Proposal

9.159

This section sets out: (a) a brief description of GXO’s Hybrid Remedy Proposal;
(b) the views of GXO and third parties on its overall effectiveness; (c) our
assessment of the remedy’s effectiveness; and (d) our conclusions on
effectiveness.

Description of GXO’s Hybrid Remedy Proposal

9.160 GXO'’s Hybrid Remedy Proposal comprises two components:636

(@) a Sponsorship Component, which is the primary remedy to be implemented
by the final undertakings acceptance date; and

636 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraphs 4a and 4b.
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(b) a Carve-Out Component, which is a fallback remedy to be implemented if the
Sponsorship Component is not implemented. GXO’s Carve-Out Component
would be identical to GXO’s Divestiture Remedy Proposal).

As we have already considered the effectiveness of the Carve-Out Component
(ie GXO'’s Divestiture Remedy Proposal) as part of our assessment of a divestiture
remedy, this section focuses on the effectiveness of the Sponsorship Component.

Under the Sponsorship Component, GXO would offer a sum of £[¢<] million (the
Sponsorship Fund) to the first of Wincanton’s [¢<] dedicated Grocery
warehousing customers, ie [<] (the Eligible Grocers), that could meet the terms
of the Sponsorship Component and sponsor the entry of a successful 3PL. GXO
submitted that the Sponsorship Fund would cover the costs of transferring to a
new 3PL as well as any risk that might arise in doing s0.6%"

GXO submitted that the sum of £[¢<] million for the Sponsorship Fund would be
sufficient to incentivise one of the Eligible Grocers to sponsor a new 3PL, without
presenting a wider distortion risk to the market (as it only reflected the costs or risk
that an Eligible Grocer would likely incur in sponsoring entry). GXO also submitted
that it would be willing to [<].638

In terms of conditions for access, GXO submitted that the award of the
Sponsorship Fund would be contingent on being the first Eligible Grocer to, within
a four-week period following the CMA’s final report (the Initial Deadline):%3°

(a) select a 3PL from a CMA-approved shortlist (the Selected Eligible 3PL),
which would include only those 3PLs who already had sufficient staff with
Grocery experience and wider credibility in the CLS industry. GXO submitted
that it considered that [¢<] would be eligible 3PLs (the Eligible 3PLs);
identify at least [¢<] sizeable, dedicated Grocery warehousing sites to award
to the Selected Eligible 3PL, with a combined value of at least £[¢<] million.
GXO submitted that while it considered that awarding one material site to a
new 3PL would be sufficient to remedy the SLC, GXO would require the
award of at least [¢<] sites, with a combined value of at least £[é<] million, to
ensure the success of the remedy;

(b) agree to a term sheet with the Selected Eligible 3PL to service the identified
sites, conditional on CMA approval. GXO submitted that this term sheet must
evidence the intention to comply with all CMA-approved conditions and
include a minimum contract duration of three years (or a duration to be
determined by the CMA); and

637 GXO's Hybrid Remedy Proposal, 31 March 2025, paragraph 22.
638 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 2.
639 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 22.
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(c) submit the term sheet to the CMA or Monitoring Trustee, who would be given
the opportunity to approve the Eligible Grocer and Selected Eligible 3PL
pairing.

In terms of the mechanics of the process after approval, GXO submitted that:

(a) after approval, the first Eligible Grocer would be determined the ‘winner’ of
the Sponsorship Fund, however if the first Eligible Grocer's submission was
not approved, the winning position would pass to the next Eligible Grocer
which received approval (the Pioneer);540

(b) based on the CMA'’s preference, GXO would also be willing to amend the
Initial Deadline process such that:4

(i) all Eligible Grocers would submit their bids to the CMA or Monitoring
Trustee for approval; and

(i)  following receipt of approval, GXO or the CMA would select the
‘winner’; and

(c) following the Initial Deadline, the Pioneer would be given a further four weeks
to sign a full agreement subject to CMA approval (the Sponsorship
Agreement) for the Selected Eligible 3PL to operate the identified sites (the
Second Deadline), with a timeline for fully operationalising this agreement
within seven months of signing the Sponsorship Agreement, subject to the
CMA'’s acceptance of final undertakings or making a final order. GXO
submitted that providing the Pioneer flexibility to manage the timing for
operationalisation would allow the Pioneer to manage the onboarding
process according to its own risk appetite, and provided the opportunity for
the Pioneer to accommodate, if necessary, the seasonal ‘peak’ period for
Grocery logistics needs.%42

GXO submitted that the Selected Eligible 3PL could start operating the awarded
sites as soon as two months following the CMA'’s final report which would allow the
Selected Eligible 3PL to build its credibility and bid for new dedicated Grocery
warehousing contracts within the remainder of the two-year SLC timeframe.543

640 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 22d.
641 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 23.
642 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 24.
643 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 25.

152



GXO’s views on the overall effectiveness of GXO’s Hybrid Remedy Proposal

9.167 GXO submitted that it considered the Hybrid Remedy Proposal was an effective
solution which enabled customer autonomy and provided significant timing
advantages over a structural solution.%44

9.168 GXO submitted that the evidence gathered by the CMA, plus the CMA findings in
the Interim Report indicated that sufficient entry and expansion would occur in little
more than the two-year timeframe of its assessment, and within the average three-
to-five-year contract tender cycle through one Eligible Grocer sponsoring the entry
by one established UK 3PL in an adjacent sector or an international 3PL with
grocery experience.%45

9.169 GXO submitted that the Sponsorship Component remedy directly addressed the
short-term SLC, by addressing the barriers to successful new entry or expansion
into dedicated warehousing, within a two-month time period. It submitted that this
remedy worked ‘with the grain of competition’ by removing obstacles to
competition through promoting a new 3PL entrant and restoring the pre-Merger
competitive structure in a manner which maximised customer autonomy and
choice.546

9.170 GXO submitted that the Hybrid Remedy Proposal would benefit the Parties and
end-consumers through the shortened timescale for implementation if the
Sponsorship Component was taken up (as compared to a structural solution either
under the Carve-Out Component of this Hybrid Remedy Proposal or under GXO’s
Divestiture Remedy Proposal).64”

9.171 In terms of the specific benefits of the Hybrid Remedy Proposal, GXO submitted
that it:648

(a) provided the Eligible Grocers with the flexibility and autonomy to sponsor a
3PL of their choosing. It added that this would mitigate the customer transfer
risk;

(b) provided one ‘winning’ Eligible Grocer a considerable financial sum as an
incentive, to compensate for the risk associated with, and any costs arising
from, sponsoring a 3PL;

(c) ensured that the Eligible Grocer awarded at least [<] sufficiently sizeable
sites (with a combined value of at least £[¢<] million) to its chosen 3PL; and

644 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 6.
645 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 31.
646 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 34.
647 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 37.
648 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 5.
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(d) would be implemented quickly with signed contractual documentation
achieved within eight weeks following the final report as opposed to the
implementation of a divestiture process.

GXO submitted that, in its view, this remedy would re-establish the pre-Merger
market structure, by introducing another 3PL into the dedicated Grocery
warehousing segment and enabling it to build credibility and track record within the
two-year SLC timeframe.84°

GXO submitted that the Sponsorship Component of the Hybrid Remedy Proposal
was sufficiently well-specified to provide a timely and effective remedy to the SLC.
GXO also noted that if the conditions of the Sponsorship Component were not met
within the required timeline, the Hybrid Remedy Proposal included a fallback
solution through the Carve-out Component, which could be implemented within the
CMA'’s standard remedies implementation timeline (ie within six months from the
acceptance of final undertakings).%%°

GXO submitted that the Sponsorship Fund provided the Eligible Grocers with the
opportunity to use their own skill and judgement to identify their preferred 3PL(s). It
also submitted that, in its view, the Grocery customers would have the ability to
manage the time, pace and size of contracts for the 3PL, which would help them
manage any associated risk with using a new 3PL .55

GXO submitted that the Sponsorship Fund would enable a Grocery customer to
hire a team with the right level of seniority with the experience, track record and
reputation in dedicated Grocery warehousing. It submitted that there was a ready
recruitment market for Grocery logistics talent (including from incumbent providers
and insourced teams), and that these individuals would hold the relevant knowhow
and experience in building customer relationships to overcome barriers to
expansion related to track record and reputation.6%?

GXO also submitted that Sponsorship Component was less costly than GXO’s
Divestiture Remedy Proposal in two respects: (a) it preserved significant relevant
customer benefits (RCBs) and benefits to consumers and the market, as a direct
consequence of the remedial solution; and (b) it resulted in benefits arising from
the more timely implementation of the remedy (ie finalised well within 12 weeks of
the final report, and operationalised soon after).6%3

649 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 59.
650 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 59.
651 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 61.
652 GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraphs 63 and 64.
653 GXO's Hybrid Remedy Proposal, 31 March 2025, paragraph 86.
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Third parties’ views on the effectiveness of GXO’s Hybrid Remedy Proposal

9.177 We summarise the views from third parties on the overall effectiveness of GXO’s
Sponsorship Component below.

9.178 As mentioned in paragraphs 9.8 and 9.9 above, we consulted third parties first on
GXO'’s initial behavioural remedy proposal (the Initial 3PL Sponsorship
Proposal) as part of our ITCR consultation process, and then subsequently on
GXO'’s Sponsorship Component after we received GXQO’s Hybrid Remedy
Proposal.

9.179 The Hybrid Remedy Proposal contained a number of material modifications to
GXO'’s Initial 3PL Sponsorship Proposal. In brief, and by way of background
information, GXQO’s Initial 3PL Sponsorship Proposal comprised two main
components:5%4

(@) a sponsorship component, whereby GXO would offer a £[¢<] million
sponsorship fund to each of the Parties’ [¢<] dedicated warehousing Grocery
customers ‘to ensure that they were able to provide a new 3PL with the
means to obtain the experience required to [<] tender credibly to supply all
or part of each Grocery Customer’s dedicated warehousing contract needs’;
and

(b) a contract term guarantees component for the Parties’ existing Grocery
customers and for Grocery customers who do not have existing contracts
with either Parties eg price freezes and maintenance of existing contract
terms for up to [¢<] for the Parties' existing Grocery customers.

9.180 Given that GXO’s Hybrid Remedy Proposal (or more specifically, its Sponsorship
Component) represents a modified version of its Initial 3PL Sponsorship Proposal,
we have placed more weight on the third-party views we have received on GXO'’s
Hybrid Remedy Proposal. However, we have still taken into account third-party
views on the Initial 3PL Sponsorship Proposal where appropriate to do so, eg
where views were provided on elements that were common to both proposals.
When setting out third-party views below, we have indicated which proposal the
third party was providing its views on.

9.181 As previously mentioned in paragraph 9.42 above, in considering the evidence
from third parties, we have had regard to the incentives of the party giving that
evidence.

654 GXO's 3PL Sponsorship Remedy Proposal, 5 March 2025, paragraph 4.
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9.182

9.183

9.184

9.185

Views of customers

Overall, most customers were not supportive of sponsored entry to create a
credible new entrant under either of GXO’s proposals (ie the Initial 3PL
Sponsorship Proposal or the Sponsorship Component of GXO’s Hybrid Remedy
Proposal).

One customer submitted that the Hybrid Remedy Proposal would not result in the
emergence of a credible and sustainable alternative for its business. It told us that,
in its view, to the extent the remedy had any prospect of success, it would distort
downstream competition in the grocery market. It submitted that the one customer
who was able to meet the criteria in the timescales would be able to craft bespoke
terms that suited its business with the 3PL, and that these terms were not likely to
suit other customers or serve the wider market.®% It also noted that it was not
familiar with the capabilities of the list of proposed 3PLs named in the Hybrid
Remedy Proposal and did not know if they could perform in a credible way. It
added that this would require a lot of support and would involve a lot of
uncertainty, time, resource and costs for the customer’s business.%%

Another customer told us that it was of the view that GXQO’s initial behavioural
remedy (ie the Initial 3PL Sponsorship Proposal) was ‘all risk and no reward’ for
the customer, with the £[¢<] million sponsorship fund not being enough to
compensate for the risks. It told us that the Sponsorship Component of the Hybrid
Remedy Proposal was broadly still the same principle as the initial proposal but
with a larger financial incentive for a grocer.%%7 It told us that the £[¢<] million was
worth considering, but that it still would not compensate for all costs.®%8 It told us
that the Hybrid Remedy Proposal would be beneficial for market dynamics,
because a new entrant with minimum contract value of £[<] million for a contract
term of [$<] years would be able to expand and become a player in the market.%>°
However, it questioned a number of aspects of the Hybrid Remedy Proposal,
including what would happen to Wincanton’s existing customers that were not
selected to sponsor the new 3PL,%%0 and challenges with the proposed timeline for
implementing the remedy which was shorter than an ordinary procurement
process. 56

Another customer noted that it did not consider the sponsorship fund in GXO’s
Initial 3PL Sponsorship Proposal could be applied to create a credible new 3PL
and that it was unaware of any third parties that had the credibility and expertise to
address its warehousing needs. Nonetheless, it expressed a preference for a

655 Third party email to the CMA.
656 Third party call note.
657 Third party call note.
658 Third party call note.
659 Third party call note.
660 Third party call note.
661 Third party call note.
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9.187

9.188

9.189

remedy that minimised disruption to its service and stated that this remedy would
be a prompter and more effective resolution than a divestment to the SLC.%52 |t
explained that this was on the basis of the sponsorship fund being used to offset
change costs should it need to move to insourcing its dedicated warehousing
operations.®%3 According to the customer, the prospect of this would pose a greater
competitive threat to the behaviour of incumbent players compared to a potential
new entrant.®% |t indicated that GXO’s Hybrid Remedy Proposal did not change its
view, 665

Another customer submitted that the Hybrid Remedy Proposal would lead to a
lessening of competition. It noted that the new 3PL entrant in the Hybrid Remedy
Proposal would be smaller in terms of skill and scale compared to the divested
Wincanton grocery entity. In this customer’s view, the Eligible Grocer that
eventually sponsored the new entrant would also hold a significant position of
power over a relatively small 3PL which could result in the 3PL being unable to
service smaller grocers (like the customer) at the same price or service standard. It
also submitted that the two unsuccessful Eligible Grocers would likely move to
GXO, which would result in the reduction of competition. This customer submitted
that the only option that avoided a reduction in competition would be a
divestment. 556

Another customer told us that a structural remedy was superior to the Hybrid
Remedy Proposal in addressing the SLC.%”

Another customer told us that it was concerned that the Hybrid Remedy Proposal
would not be effective, as it would not provide any certainty that a new 3PL could
become a viable player with sufficient scale to properly compete in the market in
the long term. 668

In relation to GXQO’s initial remedy proposal, one customer told us that it
considered that GXO'’s proposed fund to sponsor a new entrant, which
hypothetically could be an amount of £2 million, appeared to be a sufficient
amount of money to cover switching costs. It further stated that if it was unhappy
with the terms it had negotiated with its existing dedicated warehouse supplier
(GXO), it would be interested in using the fund to sponsor a new entrant if it saw it
fit to do 0.9 Subsequently, in relation to GXO's modified remedy proposals, it

662 Third party letter to the CMA.

663 The CMA considers that this customer may have misunderstood the purpose of GXO'’s sponsorship fund, which is to
support successful entry and expansion by a 3PL into dedicated Grocery warehousing services in the UK.

664 Third party letter to the CMA.

665 Third party email to the CMA.

666 Third party email to the CMA.

667 Third party email to the CMA.

668 Third party email to the CMA.

669 Third party call note.
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told us that it had considered both modified proposals and that it did not have any
material objections or concerns to raise.®”°

Views of 3PLs

Eligible 3PLs were generally of the view that the Hybrid Remedy Proposal would
not be effective in creating a credible 3PL entrant and would entail a range of
risks, including regarding the number of sites included to support viable entry and
to recreate Wincanton’s competitive position, the length of the contract, and the
availability of a sponsorship fund to the Eligible 3PL. In particular:

(@)

A 3PL told us that the Hybrid Remedy Proposal was not a ‘slam dunk’
remedy as there were too many variables at play.?”" It noted that it could
work for some players and reduce barriers to entry. However, it told us that
this depended on how much of the £[e<] million would go to the 3PL and
noted that under the proposal, there was no obligation for the Eligible Grocer
to pass on any of the fund to the 3PL.%72 This 3PL also highlighted other
risks. It noted that it would be hard to make a decision to participate in the
proposal without knowing who the Eligible Grocer was and expressed
concerns about the financial health of one of the Eligible Grocers. It told us
that there was a risk that unattractive sites formed part of the remedy.%73 It
considered the three-year contract term to be too short for an entrant to grow
in the sector and there was a risk that the contract would revert back to GXO
after three years, during which time, GXO would have grown substantially as
it had the resources to be more commercially aggressive.®’4 This 3PL told us
that the management fee would need to be above the current market rate
which would reflect a disproportionate effort on its part. It stated that it would
not want to take on the same risk profile as 3PLs who were currently in this
market.®”® The 3PL also noted the importance of a 3PL obtaining a larger
number of sites. It told us that with the divestiture remedy, a 3PL would
obtain the critical mass to enable it to recreate the competition that
Wincanton provided.676

Another 3PL told us that it doubted that the Hybrid Remedy Proposal would
restore competition to pre-Merger levels. It also stated that a 3PL with two
sites could not claim to be a credible supplier.6’” In relation to the provision of
dedicated warehousing services, it noted that its concerns were not monetary
in nature (ie the size of the fund), but were about operational ability such as

670 Third party email to the CMA.
671 Third party call note.
672 Third party call note.
673 Third party call note.
674 Third party call note.
675 Third party call note.
676 Third party call note.
677 Third party call note.

158



expertise, knowledge and experience to demonstrate the ability to
execute.®”8 This 3PL also told us that it was unclear what the sponsorship
fund was for. It also noted the duration of the contract would be a problem
and that the requirements imposed by grocers in their contracts were very
stringent and required a lot of learning by doing and that it would take time to
achieve the required level of operational excellence.5”®

(c) Another 3PL told us that the Hybrid Remedy Proposal did not help overcome
the track record barrier, and that in its view, the size of the sponsorship fund
was not significant enough to create competition in the market, even for a
new entrant who would need to build credibility and a reputation in the
market. It told us that [¢<] sites worth £[s<] million represented a tiny portion
of the grocery market compared to GXO’s and Wincanton’s revenues.%80 |t
also stated that it was unclear how the £[¢<] million was calculated, what
specifically it would be used for, and why the fund was not going directly to
the 3PL. This 3PL also raised concerns that a Grocer could simply use it to
improve its bottom line.®®" The 3PL noted that it could be challenging for a
grocer to select and agree commercial terms with a 3PL in eight weeks. 682

(d) Another 3PL submitted that it had concerns whether setting up a 3PL with
only two sites would give enough credibility for that 3PL to become
established in the Grocery market. It added that GXO would also keep two of
Wincanton’s three Grocery customers which raised material concern. This
3PL noted that the onus of implementing the remedy was on the customer
and expressed a concern that the customer would not want to dedicate the
time and resource to do this, meaning the remedy would be ineffective. The
3PL also had concerns that the fund would only be made available once the
sites were operationalised. It submitted that this would mean no funds would
be available for the 3PL to fund set up, recruitment or other costs of
expanding into the dedicated grocery warehousing market. Moreover, this
3PL also stated that there would need to be more comfort given that the fund
would be made available to the extent necessary for it to be able to establish
itself in the Grocery segment, otherwise there is too much uncertainty that
the funds would not be forthcoming for this to be a proposal that the 3PL
would wish to dedicate resources to pursuing.83

678 Third party call note.
679 Third party call note.
680 Third party call note.
681 Third party call note.
682 Third party call note.
683 Third party email to the CMA.
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9.191 We also received views from other 3PLs. While these views were received in
relation to GXO'’s Initial 3PL Sponsorship Proposal, they may also have a read
across to common elements within GXO’s Hybrid Remedy Proposal:

(@) A 3PL told us that it would have concerns over the possible impact that a
sponsorship fund might have on competition if it led to the artificial imposition
of a new entrant on terms set by Grocers. It also told us that it might
disincentivise the competitor from remaining in the Grocery sector and it
could have the effect of lessening competition rather than increasing it.8

(b) Another 3PL submitted that the divestiture remedy proposal was the only
certain method of maintaining competition and ensuring that knowledge and
experience was retained within a separate business. It submitted that by
contrast, it was hard to assess whether a sponsorship remedy proposal
would fundamentally change the competitive landscape for customers and
whether it would create a genuine alternative.58°

(c) Another 3PL submitted that it did not feel the Initial 3PL Sponsorship Remedy
Proposal, if implemented, would remedy, mitigate or prevent the SLC
because for example, the remedy would not provide the 3PL with adequate,
on-the-job training required to become an experienced 3PL to the standard
required by Grocers.586

Our assessment

9.192 The Sponsorship Component of GXO’s Hybrid Remedy Proposal involves GXO
awarding to an Eligible Grocer £[¢<] million to identify an Eligible 3PL and sponsor
their entry, including by transferring to them [¢<] sites for a minimum term of [<]
years, with the expectation that this will enable the Eligible 3PL to expand and
replicate the constraint provided by Wincanton within two years (and well within
the three-to-five year contract tender cycle). In the event the Sponsorship
Component is not implemented, GXO’s Divestiture Remedy Proposal would be
implemented as a fallback.

9.193 At the outset, we note that to accept the Hybrid Remedy Proposal, the CMA would
need to have a high degree of certainty that the Sponsorship Component could be
implemented (otherwise it may simply delay GXO'’s Divestiture Remedy Proposal
being implemented) and be an effective remedy. We do not currently consider this
to be the case, for the reasons set out below.

684 Third party call note.
685 Third party response to the CMA’s invitation to comment on remedies.
686 Third party response to the CMA'’s invitation to comment on remedies.
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9.195

9.196

9.197

9.198

9.199

9.200

Lack of certainty that the Sponsorship Component can be implemented

We currently consider there is significant uncertainty that the Sponsorship
Component can be implemented. In particular, there is significant uncertainty as to
whether an Eligible 3PL would be sponsored at all, in which case it will only delay
the implementation of a fuller divestiture remedy.

In this regard we note that all Eligible 3PLs raised concerns regarding the overall
effectiveness of the Hybrid Remedy Proposal, and fundamental aspects of its
design, such as the availability of the Sponsorship Fund to the Eligible 3PL; the
number of sites included; and the length of the contract (as summarised at
paragraph 9.190 above). While some Eligible 3PLs may have incentives to prefer
a remedy that involves a larger package of assets or benefits, we note that at least
some of the concerns raised by Eligible 3PLs have also been raised by customers,
such as in relation to the number of sites necessary to support viable entry and to
recreate Wincanton’s competitive position.

Furthermore, Eligible Grocers overall have not indicated strong support in favour
of the remedy. As noted above, [<].

We also note the Hybrid Remedy Proposal implicitly accepts a degree of
uncertainty in the ability of an Eligible Grocer and 3PL to reach an agreement in
the timescales proposed, given that it includes GXO'’s Divestiture Remedy
Proposal as a backstop.

Effectiveness of the Sponsorship Component

As noted in relation to GXO'’s Divestiture Remedy Proposal, the CMA’s starting
position is to identify a remedy that would restore the competitive constraint lost by
a merger.

As discussed in relation to GXO’s Divestiture Remedy Proposal, we consider that
track record is relevant to the competitive constraint. Also, while track record is a
relative concept which develops over time with the increased customer base and
the growing number of contracts, the most comprehensive and straightforward
way of replicating Wincanton’s track record, and to have a high degree of certainty
in that regard, is to ensure that the remedy business is of equivalent scope to
Wincanton’s existing business.

While the Sponsorship Component may to some extent support entry and
expansion by a 3PL, we do not consider that the sponsored 3PL, with only two of
Wincanton’s existing customer sites, will be able to effectively replace the
constraint lost by Wincanton, within a reasonable time period or at all. The
sponsored 3PL will also face the additional challenge of having to compete against
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9.201

9.202

a strengthened Merged Entity which would retain Wincanton’s remaining four
customer sites.

The ability of the Sponsorship Component to address Eligible Grocers’
concerns

In addition to the concerns noted above, we are also not persuaded that the
Sponsorship Component affords Eligible Grocers significantly greater autonomy
compared to a divestiture remedy. To the contrary, it may be less effective at
addressing all Eligible Grocers’ concerns which could further impact the
effectiveness of the remedy:

(@) While the Sponsorship Component provides a single Grocer the autonomy to
select a 3PL of its choosing and receive a Sponsorship Fund to support its
entry and expansion, we note that none of the Eligible Grocers have
expressed to the CMA a strong preference for one 3PL over another. In fact,
all Eligible Grocers have noted that they are unaware of the capabilities of
the proposed Eligible 3PLs. One Eligible Grocer also noted that the short
timescales to the Sponsorship Component to an extent cut across the benefit
of being able to choose the 3PL.587

(b) Only one Grocer is ultimately able to participate in the Sponsorship
Component. Whichever 3PL is chosen by the winning Grocer may not be the
first choice (or indeed any choice) for other Grocers. One Grocer has also
raised concerns that this could give rise to market distortion risks if the
participating Grocer uses the sponsorship fund to prioritise its own interests
over those of other Grocers more broadly. Indeed, we are aware that at least
one of the Eligible Grocers does not consider that the Sponsorship Fund can
be applied to create a credible new 3PL and believes it would be better
directed at offsetting its own costs of insourcing.

(¢) In contrast to the Sponsorship Component, the Enhanced Divestiture
Remedy provides all [¢<] of Wincanton’s customers the opportunity to air
their views and concerns in relation to the Divestment Purchaser, including
[<].

Additional risks associated with the Sponsorship Component

We have also identified a number of additional risks associated with the
Sponsorship Component which further impair its effectiveness:

(a) Design issues. GXO proposes that the winner of the Sponsorship Fund will
be the first Eligible Grocer to submit a term sheet to the CMA that meets all

687 Third party call note.
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(b)

CMA-approved conditions. However, the most appropriate and well-thought-
out Eligible Grocer — 3PL pairing may not necessarily be the first pairing that
is able to provide a term sheet to the CMA. GXO has also offered in the
alternative that the CMA selects the winner. However, this is subject to
further issues, including what criteria the CMA uses to select the winner and
whether it will be furnished with sufficient information to robustly do so, how
quickly the CMA would be able to reach a decision, and the risk of disputes
between competing participants in relation to the CMA’s decision.

Monitoring and enforcement and distortion risks. We currently have
concerns that the Sponsorship Component could give rise to market
distortions, in particular if the winning Grocer uses the Sponsorship Fund and
shapes its interactions with the 3PL to best suit its own interests (as
discussed at paragraph (b) above). It may also be challenging for the CMA to
anticipate and seek to prevent any potential distortions or inappropriate use
of the Sponsorship Fund in advance (whether through the setting of the pre-
approved conditions for Eligible Grocer’s term sheets, or through its approval
of the winning term sheet and any resulting Sponsorship Agreement). This is
likely to therefore require close monitoring of the Eligible Grocer’'s
performance of the Sponsorship Agreement for the three-year duration of the
agreement. In addition, the CMA’s ability to monitor and enforce performance
of the Sponsorship Agreement is likely to be limited given that the agreement
will be between two third parties neither of whom will be subject to
enforceable commitments as part of any final undertakings.

Our conclusions on the effectiveness of GXO’s Hybrid Remedy Proposal

9.203

In view of the above, we conclude that the Hybrid Remedy Proposal would not be

an effective remedy to the SLC and resulting adverse effects we have identified.
There is significant uncertainty as to whether the Sponsorship Component will

result in any Eligible 3PL being sponsored at all, in which case it will only delay the

fallback divestiture remedy. Even if an Eligible 3PL can be sponsored, there is
significant uncertainty that it will be able to effectively replicate the constraint
currently provided by Wincanton. We are also of the view that the Sponsorship

Component will be less suitable at addressing all Eligible Grocers’ needs (in

contrast to a divestiture remedy) and that it will raise design issues and monitoring
and enforcement and distortion risks, all of which will further impact its
effectiveness.

Our conclusions on effective remedies

9.204 Based on our assessment above, it is our view that the Enhanced Divestiture
Remedy (as described above) would be an effective remedy to the SLC we have
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identified. It is also our view that GXO’s Hybrid Remedy Proposal would not be an
effective remedy to the SLC.

Proportionality

Proportionality assessment framework

9.205

9.206

9.207

9.208

9.209

In order to be reasonable and proportionate, the CMA will seek to select the least
costly remedy, or package of remedies, that it considers will be effective. In
addition, the CMA will seek to ensure that no remedy is disproportionate in relation
to the SLC and its adverse effects.588

For the purpose of identifying the least costly effective remedy, when considering
relevant costs, the CMA’s considerations may include (but are not limited to):68°

(a) distortions in market outcomes;

(b) ongoing compliance and monitoring costs incurred by the merger parties,
third parties, or the CMA; and

(c) the loss of any RCBs that may arise from the merger which are foregone as a
result of the remedy.

The CMA will generally attribute less significance to the costs of a remedy that will
be incurred by the merger parties than the costs that will be imposed by a remedy
on third parties, the CMA or other monitoring agencies.?% The merger parties have
the choice of whether or not to enter into a merger agreement, and on what terms.
It is for the merger parties to assess whether there is a risk that the merger may be
subject to an SLC finding and prohibited or a divestiture ordered — any costs for
the merger parties resulting from this outcome are, in essence, avoidable.

Having considered the least costly effective remedy, the CMA will then consider
whether such a remedy would be proportionate to the SLC and its adverse effects.
In doing so, the CMA will compare the level of harm which is likely to arise from
the SLC with the relevant costs of the proposed remedy.5°"

We first consider the loss of any RCBs that may arise from the Merger which may
be foregone as a result of the Enhanced Divestiture Remedy.5%?

688 CMA87, paragraph 3.6.

689 CMA87, paragraph 3.10.

690 CMA87, paragraph 3.8.

691 CMA87, paragraph 3.6.

692 |n the sections below we have not considered GXO’s submissions regarding RCBs in relation to its Hybrid Remedy
Proposal given that we have already concluded above that this remedy would not be effective. Nonetheless, for
completeness, we note that GXO claimed that the Hybrid Remedy Proposal would preserve a larger amount of benefits
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Relevant Customer Benefits (RCBs)

9.210 In deciding the question of remedies, the CMA may, in particular, have regard to
the effect of any remedial action on any RCBs in relation to the creation of the
relevant merger situation.®®3 An effective remedy may be disproportionate if, for
example, it prevents customers from securing substantial benefits arising from the
merger. Insofar as these benefits constitute RCBs, the statutory framework allows
us to take them into account.®%*

Framework for assessing RCBs

9.211 RCBs are defined by the Act as benefits to relevant customers®® in the form of:
(a) ‘lower prices, higher quality or greater choice of goods or services in any
market in the United Kingdom (whether or not in the market(s) in which the SLC
has, or may have, occurred, or may occur); or (b) greater innovation in relation to
such goods or services’.%% The Act provides that, in relation to a completed
merger, a benefit is only an RCB if it has accrued, or may be expected to accrue
within a reasonable period, as a result of the merger, and it was, or is, unlikely to
accrue without the merger ‘or a similar lessening of competition’.6%”

9.212 RCBs that will be foregone due to the implementation of a particular remedy may
be considered as costs of that remedy®®® and may be taken into account in our
assessment of the proportionality of a remedy. It is possible that, in unusual
circumstances, any effective remedy will result in disproportionate costs that far
exceed the scale of the SLC or a disproportionate loss of RCBs. In such
circumstances, the CMA will select the effective remedy that minimises the level of
costs or loss of RCBs.%%°

9.213 The CMA may modify a remedy to ensure retention of RCBs or it may change its
remedy selection. For instance, it may decide to implement an alternative effective

in Mainstream CLS than GXO’s Divestiture Remedy Proposal (GXO’s Hybrid Remedy Proposal, 31 March 2025,
paragraph 83). GXO did not, however, substantiate this claim, noting that the exact scope and tangible benefits to
customers remained subject to further exploration. GXO also submitted that the Sponsorship Component would result in
RCBs (including benefits in the A&D CLS market) arising more speedily from the more timely implementation of the
remedy (GXO’s Hybrid Remedy Proposal, 31 March 2025, paragraph 86). However, we note that to the extent RCBs
arise from the Merger, there is also scope for them to arise speedily by the CMA granting GXO permission to integrate
with the retained Wincanton business, subject to any appropriate safeguards such that it does not undermine the
implementation of a divestiture remedy.

693 Sections 35(5) and 41(5) of the Act; see also CMA87, paragraph 3.15.

694 Sections 30 and 35(5) of the Act.

695 For these purposes, relevant customers are direct and indirect customers (including future customers) of the merger
parties at any point in the chain of production and distribution; they are therefore not limited to final consumers

(section 30(4) of the Act; see also CMA87, paragraph 3.18).

69 Section 30(1)(a) of the Act, see also CMA87, paragraph 3.17.

697 Section 30(2) of the Act, see also CMA87, paragraphs 3.19 and 3.24.

698 CMA87, paragraph 3.16.

699 CMA87, paragraph 3.53.
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remedy which retains RCBs, or in rare cases it may decide that no remedy is
appropriate.”®

9.214 The burden of proof of whether RCBs arise from a merger is on the merger
parties. The merger parties will be expected to provide convincing evidence
regarding the nature and scale of RCBs that they claim to result from the merger
and to demonstrate that these fall within the Act’s definition of such benefits.”0’

GXO'’s views

9.215 In this section, we set out GXQO’s submissions in respect of RCBs relating to
GXO'’s Divestiture Remedy Proposal.

9.216 GXO submitted that GXO'’s Divestiture Remedy Proposal was a targeted,
proportionate and attractive structural remedy that would comprehensively
address the SLC and any adverse effects (should the CMA ultimately conclude it
could not accept GXQO'’s Hybrid Remedy Proposal).”®? In addition, GXO submitted
that by including only the dedicated warehousing business of Grocery customers,
GXO'’s Divestiture Remedy Proposal would not only definitively solve the SLC
finding, but also preserve the benefits arising from the Merger, in terms of
increased investment, growth and innovation, in all areas of the Merged Entity
where the CMA had not found an SLC.7%3

9.217 GXO'’s submission covered its claimed RCBs in Aerospace and Defence (A&D)
CLS and Mainstream CLS:

(@) Claimed RCBs in A&D CLS: GXO submitted that GXQO’s Divestiture
Remedy Proposal would preserve RCBs in the A&D CLS market as the
Parties would be able to combine their complementary capabilities in a way
that unlocked their ability to compete for a variety of contracts for UK A&D
customers.’%4

(b) Claimed RCBs in Mainstream CLS: GXO submitted that the Merger would
also preserve customer benefits in Mainstream CLS (which includes Grocery)
as it would allow the Merged Entity to become a more effective and efficient
competitor for Mainstream CLS customers through a range of cost savings
and other efficiencies, including customer-specific cost savings where
customers had open-book arrangements with GXO.7% However, GXO
submitted that GXO'’s Divestiture Remedy Proposal would remove

700 CMAB87, paragraph 3.16.

701 CMA87, paragraph 3.20.

702 GXO's Alternative Remedy Proposal, Phase 2 Remedies Form, 31 March 2025, paragraphs 13 and 32.

703 GXO's Alternative Remedy Proposal, Phase 2 Remedies Form, 31 March 2025, paragraph 34.

704 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 197; and GXO'’s Hybrid Remedy Proposal,
Phase 2 Remedies Form, 31 March 2025, paragraph 83.

705 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 83 and 198(b); and GXO'’s Hybrid
Remedy Proposal, Phase 2 Remedies Form, 31 March 2025, paragraph 83.
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9.218

9.219

9.220

9.221

opportunities to realise these benefits where, as a result of the divestment,
some complementary GXO and Wincanton operations for the same customer
would no longer be brought together (although even after the divestment,
several remaining joint Mainstream CLS customers would expect to benefit
from the above-mentioned cost savings).’%

Our assessment of RCBs

RCBs that will be foregone due to the implementation of a particular remedy may
be considered as costs of that remedy.

In relation to GXO’s claimed RCBs in A&D, we have already identified an effective
remedy in the form of the Enhanced Divestiture Remedy, which would not involve
the divestiture of any of the Parties’ UK A&D business segments. Accordingly, we
do not consider it necessary to reach a view on whether the claimed RCBs in A&D
CLS are RCBs for the purposes of the Act, as any claimed benefits in relation to
A&D will be preserved as they are not affected by the Enhanced Divestiture
Remedy.

In relation to GXO'’s claimed RCBs in Mainstream CLS, we note that these
benefits appear to relate solely to cost savings and are expected to arise mostly
for shared Wincanton and GXO dedicated warehousing customers. Our guidance
makes it clear in this context to qualify as an RCB, the prospective cost reductions
must be expected to result in lower prices (or better quality, service, choice or
innovation) than if the merger did not take place.”®” However, questions remain
around the nature, scale and timeliness (ie within a reasonable time period) of
these claimed RCBs in dedicated warehousing as GXO did not provide details of
the scale of these cost-savings, nor when these claimed benefits may be expected
to occur. In this regard, we note that GXO has submitted that the exact scope and
tangible benefits to Mainstream CLS customers remain subject to further
exploration.”%®

Based on the above, in our view, the Parties have not provided convincing
evidence regarding the nature and scale of RCBs in relation to dedicated
warehousing services, and have not demonstrated that these fall within the Act’s
definition. In any case, as we have set out above, we consider that a large
proportion of any claimed benefits in Mainstream CLS will likely be preserved
under the Enhanced Divestiture Remedy,”% noting also GXO’s submission that

706 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 199.
707 CMAB87, paragraph 3.22.

708 GXO's Hybrid Remedy Proposal, Phase 2 Remedies Form, 31 March 2025, paragraph 83.
709 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 83 and 198(b); and GXO'’s Hybrid
Remedy Proposal, Phase 2 Remedies Form, 31 March 2025, paragraph 83.
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9.222

several joint Mainstream CLS customers will still benefit from them under GXO’s
Divestiture Remedy Proposal.”'®

Our conclusions on RCBs

Based on our assessment above, we conclude that there are no RCBs that should
be taken into account in our remedy assessment.

Assessment of the least costly effective remedy

9.223

9.224

9.225

9.226

9.227

In this case, we have identified one effective remedy, in the form of the Enhanced
Divestiture Remedy. As such, we are not faced with a choice of equally effective
remedies.

We have considered the relevant costs associated with the Enhanced Divestiture
Remedy. As set out in paragraph 9.206 above, relevant costs may include
distortions in market outcomes; ongoing compliance and monitoring costs; and the
loss of RCBs:

(@) Inrelation to whether the Enhanced Divestiture Remedy gives rise to
distortions in market outcomes, we consider that it does not cause distortions
in outcomes due to its targeted scope to address the SLC.”" In relation to
ongoing monitoring costs, the Enhanced Divestiture Remedy will not require
material ongoing monitoring (limited largely to monitoring compliance with the
non-solicitation provision).

(b) In paragraph 9.222 above, we concluded that there are no RCBs we should
take into account.

As such, we have found that there are no relevant costs we need to take into
account in relation to the Enhanced Divestiture Remedy.

We acknowledge that the Parties may incur costs as a result of the Enhanced
Divestiture Remedy. However, in accordance with our Merger Remedies Guidance
these are not relevant costs and we do not attribute material weight to these
costs.”'? Further, we have found no other effective remedy which would give rise
to lower relevant costs for the Parties.

Based on the above, we conclude that the Enhanced Divestiture Remedy is the
least costly effective remedy.

710 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraph 199.
711 GXO’s Updated Alternative Remedy Proposal, 31 March 2025, paragraphs 13 and 32.
712 CMAB87, paragraph 3.8.
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Proportionate to the SLC and its adverse effects

9.228 We now turn our proportionality assessment to whether the Enhanced Divestiture
Remedy would be disproportionate in relation to the SLC and its resulting adverse
effects. In doing so, we compare the extent of harm associated with the SLC with
the relevant costs of the Enhanced Divestiture Remedy.”3

9.229 As set out in Chapter 6, we have found an SLC in the supply of dedicated
warehousing to Grocery customers in the UK. In Chapter 7, we also concluded
that entry or expansion would not be timely or sufficient to prevent the SLC from
arising and that there are no countervailing factors arising from entry and/or
expansion or Merger efficiencies that could offset the effect of the SLC. We have
concluded that the SLC will result in adverse effects, eg in the form of higher
prices, less choice for Grocery customers or other worsening in the offerings of
3PLs.

9.230 We have concluded that the Enhanced Divestiture Remedy is the least costly
effective remedy to the SLC and its adverse effects. We have compared the extent
of harm associated with the SLC with the relevant costs of the least costly effective
remedy. We found there were no relevant costs arising from the Enhanced
Divestiture Remedy we need to take into account. We therefore consider that the
Enhanced Divestiture Remedy is not a disproportionate remedy to the SLC and its
resulting adverse effects.

Our conclusions on proportionality

9.231 On the basis of the above assessment, we conclude that the Enhanced Divestiture
Remedy is the least costly, effective remedy and is not disproportionate in relation
to the SLC and its adverse effects that we have identified.

Implementation considerations

9.232 The CMA has the choice of implementing any final remedy decision either by
accepting final undertakings if the merger parties wish to offer them, or by making
a final order.”'* Either the final undertakings or the final order must be
implemented within 12 weeks of publication of the final report (or if extended once,
by up to six weeks),”"® including the period for any formal public consultation on
the draft undertakings (minimum 15 days) or order (minimum 30 days) as specified
in Schedule 10 of the Act.

713 CMAB87, paragraph 3.6.
714 Section 82 (final undertakings) and section 84 (final order) of the Act.
715 CMAB87, paragraph 4.68. An extension may be made if the CMA considers there are ‘special reasons’ for doing so

(section 41A(2) of the Act).
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9.233 As set out in the Merger Remedies Guidance, the merger parties will generally be
prohibited from subsequently purchasing assets or shareholdings sold as part of a
divestiture package or acquiring material influence over them. The CMA will
normally limit this prohibition to a period of ten years.”'® GXO has also proposed
ten years on the prohibition on reacquisition (see paragraph 9.34(b) above). We
find no compelling reason to depart from the Merger Remedies Guidance in this
case by seeking a shorter or longer prohibition period.

Enforcement

9.234 Under the Act,”"” compliance with a final undertaking or final order may be
enforced by civil proceedings brought by the CMA for an injunction or for an
interdict or for any other appropriate relief or remedy. The Digital Markets,
Competition and Consumers Act 2024 (DMCCA2024), expands the enforcement
powers available to the CMA in relation to final undertakings and final orders.”'®
This includes the ability to impose financial penalties in respect of a failure to
comply with a remedy undertaking or order without reasonable excuse. The part of
the DMCCAZ2024 containing these new penalty powers commenced on 1 January
2025.

Decision on remedies

9.235 Based on our assessment above, we conclude that the Enhanced Divestiture
Remedy (as described in this chapter) represents an effective and proportionate
remedy to the SLC and resulting adverse effects identified in this Final Report.

716 CMA87, paragraph 5.10.

717 Section 94 of the Act.

718 New sections 94AA and 94AB of the Act introduced by section 143 and schedule 11, paragraph 11 of the
DMCCA2024.
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