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This document is intended for general informational 
purposes only. The analysis in this report was 
commissioned by Amazon and prepared by Mandala. 

Mandala is an economics research and advisory firm. 
Mandala specialises in combining cutting-edge data and 
advanced analytical techniques to generate new insights 
and fresh perspectives on the challenges facing 
businesses and governments.

Views and opinions expressed in this document 
are prepared in good faith and based on Mandala's 
knowledge and understanding of its area of business, 
markets and technology. Opinions expressed herein are 
subject to change without notice. No part of this 
document may be reproduced in any manner without the 
written permission of Mandala.

© May 2026

Note: All dollar figures are Australian dollars unless 
indicated otherwise. 
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Summary of key findings

COST-OF-LIVING PRESSURES ARE DEEPENING, 
AND TRADITIONAL LEVERS ARE BLUNTER

ONLINE CHANNELS KEEP PRICES LOW THROUGH 
COMPETITION AND EFFICIENCY

ONLINE CHANNELS ARE SAVING AUSTRALIAN 
HOUSEHOLDS MONEY

Inflation hit 4.6% in the year to 
March 2026, rebounding from its 
earlier downward trend amid 
energy market volatility and 
capacity constraints. 

4.6%
annual inflation 

in Australia

The oil shock is projected to add 
0.8 to 3 ppt to inflation and shave 
0.4 to 1.5 ppt off real GDP. Retail 
is especially exposed: postal fuel 
surcharges have risen 6.8 ppts 
since March, with further 
increases planned.

Supply-side factors have driven 
more than half of headline 
inflation since 2024. Rate hikes 
are less effective against supply 
shocks, making competition and 
productivity the more powerful 
levers for easing prices.

71%
rise in Brent crude 

since US-Iran conflict

Supply-driven
inflation blunts 

traditional policy

The Online Channel Index (OCI) 
has deflated 6 ppt since 2019. 
The CPI for a comparable 
basket of goods sold through 
offline channels has risen 
8 ppt over the same period.

Communication shows the 
largest gap, with the online 
channel index 17 ppt below the 
comparable CPI basket since 
2019. Similar gaps of 4 to 16 
ppt hold across clothing, 
health products, furnishings 
and recreation.

Without the competitive 
pressure of online channels, 
annual inflation would have 
been 0.8 ppts higher in the 
year to March. The flow-on to 
interest rates saves up to 
$4,000 a year on the average 
owner-occupier mortgage.

6 ppt
deflation in the 

Online Channel Index 
since 2019

Up to 17 ppt
gap between OCI and 

comparable CPI baskets 
since 2019

0.8 ppt
lower inflation driven by 

online channels  

$1,414 p.a.
average household saving 

due to online channels

Online channels are expected 
to save the average household 
$1,414 in 2026, roughly 6 
weeks of groceries, with total 
savings of $7,766 since 2019. 
Lower-income households gain 
most as a share of income.

Online channels lower prices 
by increasing competition (for 
example by enabling easy 
switching) and efficiency 
(reduced operating costs, 
economies of scale).

Two drivers
behind lower online 

prices

Lower fuel use
due to increased 

omnichannel shopping

Households that shop 
omnichannel rather than purely 
offline can significantly reduce 
shopping-related fuel 
consumption through fewer 
individual trips and optimised 
last-mile delivery routes.

Online sales now account for 12% of Australian retail, and the country's largest retailers (Woolworths group, Coles, 
Wesfarmers, JB Hi-Fi) are also leading omnichannel players. SMBs using online channels are 45% more productive than those 
that do not. Existing regulatory settings are supporting productivity, competition and lower prices. As the Government works 
to maximise the benefits of increasing digitalisation, this suggests intervention in retail is unnecessary and potentially risks 
undermining the economic benefits that the move to omnichannel is bringing

The increase in omnichannel retail, and 
the benefits it brings, means channel-
specific regulations would be misplaced 
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1

The price of goods sold through online channels has fallen 
since 2019 in an otherwise inflationary environment

Online channels help lower inflation and are set to save the 
average household $1,414 in 2026

There is a single retail market in which participants operate 
across channels, making channel-specific policies misplaced

Appendix

Cost-of-living pressures are deepening amid rising inflation 
and energy market volatility, and online channels will be 
increasingly important in easing them 
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Inflation hit 4.6% in the year to March 2026, driven by energy 
market volatility caused by conflict in the Middle East, as well 
as capacity constraints, with the RBA noting a tight labour 
market and strong domestic economic activity as some of the 
key drivers. 

Recent inflationary pressures have followed a downward trend 
from a peak of 7.9% in the December 2022 quarter, driven by 
unprecedented monetary policy stimulus, supply chain 
challenges and the impact of the Russia-Ukraine conflict. The 
RBA is further expecting inflation to increase up until mid-2026 
before stabilising within the inflationary target band of 2–3% in 
mid-2028.

While inflation affects all types of households, research 
suggests that low-income and vulnerable households bear a 
disproportionate burden as essentials make up a larger share 
of their income, and are categories where spending is difficult 
to reduce.1 Low-income households have lower financial 
buffers in the form of savings and assets to manage rising 
prices.

Australia’s cost-of-living 
pressures are worsening, with 
low-income households hit the 
hardest

Annual inflation rate in Australia

Annual movement in CPI2, %, 2016-2026

2 Annual movements prior to April 2025 are calculated by comparing each quarter to the same quarter in the 
previous year. From April 2025 these movements are calculated by comparing each month to the same month in 
the previous year. 
Source: ABS (2026) CPI: Group, Weighted Average of Eight Capital Cities, Index numbers and Percentage change & 
CPI: Quarterly Group, Sub-group and Expenditure Class, Weighted Average of Eight Capital Cities; Mandala analysis.1 Grattan Institute (2023) How high inflation is affecting different Australian households.

4.6%

20252023 20262022
0%

2021

2%

2020

4%

2019

6%

2018

8%

2017

10%

2016 2024

Low-income households are disproportionately exposed to cost-of-living pressures as they spend a greater 
share of their income on essentials such as food and energy, and have fewer financial buffers against rising 
prices1

Rising energy prices and capacity constraints have 
been key drivers of the recent inflation spike

1. COST-OF-LIVING PRESSURES

https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/mar-2026
https://grattan.edu.au/news/how-high-inflation-is-affecting-different-australian-households/
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The impact of the US-Iran conflict continues to be felt by 
everyday Australians, in the form of higher energy prices. 
Following the surge in global energy prices, average Australian 
diesel and unleaded 91 prices have increased by 74% and 43% 
respectively from the start of the conflict to April 1st1, when the 
fuel excise discount was introduced.

The oil shock is expected to worsen the economic outlook for 
Australia in the next year, with modelling estimating a 
reduction in real GDP by between 0.4 and 1.5 ppt, higher 
inflation by between 0.8 and 3.0 ppt, and higher unemployment 
by between 0.6 and 0.8 ppt. These figures are based on three 
scenarios: 

▪ Low2: Based on 2022 oil price shock modelling, recalibrated 
to the size of the current Iran war shock.

▪ Medium3: Based on analysis of oil prices and inflation, 
recalibrated to the size of the current Iran war shock. 

▪ High: Forthcoming estimate using G-Cubed 20 sector model 
(v173)

The conflict has also impacted critical supply inputs including 
fertiliser. This is a key input to food production and has 
resulted in widespread disruption to global supply chains.

Energy market volatility is 
worsening the outlook for 
inflation, growth, and 
employment

Projected impact of oil shock on Australian economy

First-year impact after shock, percentage points, low-medium-high scenarios 

Source: EIA (2026) Petroleum & Other liquids; Mandala analysis.

1 ABC (2026) Track the latest petrol and diesel prices around Australia. 2 Centre of 
Policy Studies (2022) Oil Supply Shocks and Tax Policy Responses in Australia: Insights 
from a Dynamic CGE Framework. 3 International Monetary Fund (2026) Global Economy 
in the Shadow of War.

-0.4

+0.8 +0.6

-0.8

+1.7

+0.4

-1.5

+3.0

+0.8

Real GDP Inflation Unemployment

Brent crude spot price

Europe Brent Spot Price FOB, USD per barrel, daily, January – 11th May 2026

20

40

60

80

100

120

140 +71%

Jan Feb Mar April

US-Iran conflict begins

Low Medium High

1. COST-OF-LIVING PRESSURES

May

https://www.eia.gov/dnav/pet/hist/RBRTED.htm
https://www.abc.net.au/news/2026-04-01/petrol-diesel-price-tracker/106513484
https://www.copsmodels.com/ftp/workpapr/g-336.pdf
https://www.imf.org/-/media/files/publications/weo/2026/april/english/text.pdf
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Note: Fuel surcharges are based on direct and indirect fuel costs and apply to 
contract customers.
Source: Australia Post (2026) Fuel surcharge; Mandala analysis.

1. COST-OF-LIVING PRESSURES

Retail's reliance on logistics make it 
vulnerable to fuel price shocks

Source: Mandala analysis.

Higher energy prices are already 
impacting delivery costs in Australia 
through increased fuel surcharges

Postal fuel surcharges

%, 2026

Production & 
manufacturing

▪ Processing 
equipment & 
machinery

Freight

▪ Air freight

▪ Sea freight

▪ Land freight

Warehousing & 
distribution

▪ Transport 
between 
distribution 
hubs

▪ Forklifts 
(ICE)

Last mile 
delivery

▪ Land freight

Example processes that are dependent on fuel

March April May June 
(planned)

5.2% 4.8%

12.0%

19.5%

+6.8 ppt

Conceptual representation of typical retail supply chain

Cost shocks to key inputs like energy can flow through to final retail prices 
over time

https://auspost.com.au/business/shipping/postage-costs/fuel-surcharge
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Note: Assumes the owner has borrowed 80% of the median dwelling value and 
is paying the average discounted variable mortgage rate at that time for a term 
of 30 years.
Source: Cotality (2025) Housing Affordability Report; Mandala analysis.

1. COST-OF-LIVING PRESSURES

Interest rates remain elevated, adding 
further pressure through higher 
mortgage repayments

RBA cash rate target since 2015

RBA cash rate target (%), 2015-2026

Source: RBA (2026) Cash Rate Target; Mandala analysis.

Households now require 45% of their 
income to service a new mortgage, 
compared to 30% in 2015

Portion of income required to service a new mortgage

% of median household income (pre-tax), 2015-2025

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

+4.25 ppt

30%
25%

45%

2015 2020 2025

+15%

Households are typically considered to be in mortgage distress when the 
portion of income required to service their mortgage is greater than 30%

https://discover.cotality.com/hubfs/Article-Reports/2511-Cotality-Housing-Affordability-Report-November-FINAL.pdf
https://www.rba.gov.au/statistics/cash-rate/
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Since COVID, supply-side factors are estimated to have 
contributed more to headline inflation than demand-side 
factors, with the exception of a few quarters. Supply-side 
drivers in recent years include the impact of the Russia-Ukraine 
war on food and energy prices, as well as disruptions to global 
trade and supply chains. More recent supply-side inflation 
drivers include the US-Iran conflict (not shown on graph) which 
has caused global energy prices to surge. 

The RBA's tools to combat inflationary pressures differ 
depending on whether inflation is driven by demand or supply. 
Traditional monetary policy - such as raising interest rates - is 
generally less effective against supply-side shocks than 
demand shocks. In such cases, policy levers focused on easing 
capacity pressures, such as promoting competition and lifting 
productivity become increasingly important in combating 
supply-driven inflation.

Supply-side factors have been 
a key driver of Australia’s 
inflationary pressures in 
recent years

Headline CPI growth rate, decomposed by economic driver

Annual movement (%), year-ended growth, 2018-20251, economic driver contributions are estimates

1 2025Q3 is a nowcast estimate.
Source: KPMG (2025) Australian Inflation and Cost Dynamics.

1. COST-OF-LIVING PRESSURES

Demand Supply Statistical discrepancy Headline inflation

-2%

0%

2%

4%

6%

8%

2018 2019 2020 2021 2022 2023 2024 2025

1. COST-OF-LIVING PRESSURES

https://assets.kpmg.com/content/dam/kpmgsites/au/pdf/2025/australian-inflation-and-cost-dynamics-report-november-2025.pdf.coredownload.inline.pdf
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1

The price of goods sold through online channels has fallen 
since 2019 in an otherwise inflationary environment

Online channels help lower inflation and are set to save the 
average household $1,414 in 2026

There is a single retail market in which participants operate 
across channels, making channel-specific policies misplaced

Appendix

Cost-of-living pressures are deepening amid rising inflation 
and energy market volatility, and online channels will be 
increasingly important in easing them 
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| 11MANDALA

Online channels benefit consumers and businesses through both supply and 
demand mechanisms

Source: Mandala analysis. 

2. ONLINE CHANNEL INDEX 

Easy comparison shopping:
Customers can seamlessly compare prices for products across retailers

Price transparency:
Real-time pricing help consumers make better informed decisions when 
purchasing products

Wide product choice:
A large supplier landscape increases optionality for consumers shopping 
online

Easy switching:
Online channels enable consumers to switch easily between suppliers of 
choice

Supply-side effectsSupply-side effects Demand-side effectsDemand-side effects

Increased competition:
Online channels give suppliers access to new customers and jurisdictions 
and broaden the supplier landscape that consumers access for products

Reduced operating costs:
Online channels can save on in-store handling costs which can be passed 
on to consumers in the form of lower prices

Economies of scale:
Small businesses can capitalise on economies of scale typically only 
available to large and established retailers

Export-driven growth:
Online channels can help businesses access international markets and 
expand their customer base 

Online channels play an important role in empowering consumers with choice and price transparency, while helping businesses access new customers and markets
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2. ONLINE CHANNEL INDEX 

The Online Channel Index (OCI) has deflated 6 percentage 
points since 2019. The CPI for a comparable basket has risen by 
8 percentage points over the same period.

The OCI tracks prices of goods sold through online channels. 
The CPI tracks prices for goods sold offline in comparable 
product categories, although not for an identical set of 
products.1

While we know from economic research (Cavallo²) that prices 
for identical products are consistent across online and offline 
channels, this comparison allows us to consider trends of broad 
aggregate categories of products (as opposed to identical 
products) sold across the two channels.

This finding is consistent with The European House - 
Ambrosetti (TEHA)3  which finds the online index across the EU 
averaged 6.9 percentage points below headline CPI from 2020 
to 2025.

The Online Channel Index 
(OCI) has deflated 6 ppt since 
2019, while the CPI for a 
comparable basket has risen

Cumulative growth in the OCI versus CPI3 

Index, 100 = 2019, Q1 2019–Q1 2026

3 The same set of ABS expenditure classes were used to construct both the OCI and a comparable CPI. 
Source: ABS (2025) Weight update of the CPI; ABS (2026) Consumer Price Index, Quarterly CPI; Mandala analysis.

1 See appendix for more details on methodology. 2 Cavallo (2017) Are online and offline 
prices similar. 3 TEHA (2025) The disinflationary effect of e-commerce; Mandala 
analysis.

CPI OCI

The 14-percentage point gap between the two indexes, reflects the OCI falling in absolute terms while the 
CPI for a comparable basket has continued to rise

85

90

95

100

105

110

115

2019 2020 2021 2022 2023 2024 2025 2026

+8 ppt

-6 ppt

CPI OCI

14 ppt

https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/annual-weight-update-cpi-and-living-cost-indexes/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.aeaweb.org/articles?id=10.1257/aer.20160542
https://www.ambrosetti.eu/en/news/the-disinflationary-effect-of-e-commerce/
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| 13MANDALA

Across most CPI groups a similar trend is observed with online 
channel indexes having deflated since 2019.

Communication has seen the largest gap between the OCI and 
CPI. The OCI basket for communication has deflated 21 ppt 
since 2019, while the comparable CPI basket has only deflated 
3 ppt. The 17-percentage point gap reflects different growth 
across the two channels over time.

This pattern holds across every category measured. Recreation 
and culture, furnishings and household equipment, health 
products, and clothing and footwear all show gaps between 
the OCI and CPI baskets ranging from 4 to 16 percentage 
points.

Within each group, the OCI tracks prices for goods sold online 
and the CPI tracks prices for goods sold offline in comparable 
product categories, although not for an identical set of 
products. While we know from economic research that prices 
for identical products are consistent across online and offline 
channels, this comparison allows us to consider trends of broad 
aggregate categories of products (as opposed to identical 
products) sold across the two channels.

The OCI has deflated 
compared to the CPI across 
most product groups

OCI versus CPI by Group1

Index, 100 = 2019, Q1 2026

1 The same set of ABS expenditure classes were used to construct both the OCI and comparable CPI groups.
Source: ABS (2025) Weight update of the CPI; ABS (2026) Consumer Price Index; Mandala analysis.

Note: The same set of ABS expenditure classes were used to construct both the OCI 
and comparable CPI groups.

2. ONLINE CHANNEL INDEX 

CPI OCI

97

110 112 109 107

79
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Communication Clothing and 
footwear
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household 
equipment 

and services
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and culture

Health products

-17 ppt
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furniture, kitchen 
appliances, 

cleaning products

headphones, toys 
and games, pet 

food, books

pharmaceutical 
products, 

medicines, vitamins

https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/annual-weight-update-cpi-and-living-cost-indexes/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
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1

The price of goods sold through online channels has fallen 
since 2019 in an otherwise inflationary environment

Online channels help lower inflation and are set to save the 
average household $1,414 in 2026

There is a single retail market in which participants operate 
across channels, making channel-specific policies misplaced

Appendix

Cost-of-living pressures are deepening amid rising inflation 
and energy market volatility, and online channels will be 
increasingly important in easing them 
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3. ONLINE CHANNEL SAVINGS

To estimate the impact of online channels on inflation, we 
constructed a counterfactual CPI measure based on a scenario 
in which online channels did not expand beyond their 2019 
levels. 

Our analysis suggests that without the competitive pressure of 
online channels, inflation would have been 0.8% higher than 
the actual inflation rate observed in the year to March 2026.

These are the first-order effects of online channels on inflation. 
Lower inflation also tends to mean lower interest rates. 
Without the competitive pressure of online channels, interest 
rates may have been up to 0.55 percentage points higher. On 
an average owner-occupier mortgage of $734,000, this 
translates to up to $4,000 in saved annual interest repayments.

Annual inflation was 
0.8 percentage points lower 
thanks to competitive 
pressures of online channels 

Inflation rate with and without online channels in Australia over time

Annual percentage (%) change in CPI in twelve months to December1

Note: Minor discrepancies in the inflation rate without online channel growth are attributable to rounding. 
1 Actual inflation figures are based on the December figure from the ABS seasonally adjusted monthly inflation 
series, with the exception of 2026, which is based on the March figure.
Source: ABS (2026) Labour force status; ABS (2026) Online retail turnover; ABS Data Explorer (2025) Consumer Price 
Index; World Bank (2026) Commodity Price Data; Melbourne Institute (2026) Consumer Inflationary and Wage 
Expectations; Mandala analysis.Source: G-Cubed (2026) 6G; ABS (2026) Lending indicators; Mandala analysis. 
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3.4%
2.5%

3.7%
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+ 0.2%
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2.4%

1.1%
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4.1%
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4.5%
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Change in inflation rate without online channel growth Inflation rate (actual)

https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/industry/retail-and-wholesale-trade/retail-trade-australia/latest-release
https://dataexplorer.abs.gov.au/vis?tm=CPI&pg=0&snb=4&df%5bds%5d=ECONOMY_TOPICS&df%5bid%5d=CPI_M&df%5bag%5d=ABS&df%5bvs%5d=1.2.0&dq=1%2B3.999901.20.50.M&pd=2017-09,2025-09&to%5bTIME_PERIOD%5d=false
https://thedocs.worldbank.org/en/doc/74e8be41ceb20fa0da750cda2f6b9e4e-0050012026/world-bank-commodities-price-data-the-pink-sheet
https://ecommerce.unimelb.edu.au/melbourne-institute-survey-of-consumer-inflationary-and-wage-expectations-report-single-issue
https://documentation.gcubed.com/gcubed/version/6G/
https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
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Online channels are expected to save the average Australian household $1,414 in 
2026, roughly 6 weeks of grocery spending

Average annual household cost saving due to online channels

$, 2026 prices, 2019-2026

1 Groceries refers to the food and non-alcoholic beverages group of the ABS Consumer Price Index.
Source: ABS (2024) Projected households; ABS (2025) Household consumption expenditure; ABS (2025) Weight update of the CPI; ABS (2026) Consumer Price Index; Mandala analysis. 

3. ONLINE CHANNEL SAVINGS

$953

$1,481

$462
2026 Average household 
cost saving 
due to online channels

6-week average household 
grocery spending1

$1,414

$5,505

$27 $469
$717

$842

$800

$793

$845

$953 $2,261

$36
$161

$427

$416

$462

$86

2019 2020 2021

$330

2022 Cumulative 
cost savings

202620252024

$401

2023

$113
$505

$879

$1,172

$1,227

$1,194

$1,261

$1,414 $7,766

The average household has saved $7,766 since 2019 due to online channel growth. These savings come through 
two channels. A cost-efficiency effect, where online channels pass on lower operating costs through cheaper prices. 
A competition effect, where online expansion puts downward pressure on prices across the broader market.

The average household is set to save approximately 
6 weeks’ worth of groceries due to online channels in 
2026.

Cost-efficiency effect Competition effect

https://www.abs.gov.au/statistics/people/population/household-and-family-projections-australia/latest-release#data-downloads
https://www.abs.gov.au/statistics/economy/national-accounts/australian-system-national-accounts/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/annual-weight-update-cpi-and-living-cost-indexes/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
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$1,449

$439 $696
$304

$1,346

$850

$290

$771

$992

$268

Recreation 
and culture

Furnishings, 
household 
equipment 

and services

$44

Health products Clothing and 
Footwear

$186

Communication Food Hotels, cafes 
and restaurants

Alcoholic 
beverages 

and tobacco

$2,261

$5,505

Total

$2,220

$1,431

$740
$572

$317

$7,766

Savings are largest in recreation and culture, where the average household has 
saved $2,200 over the past 7 years

Household savings from online channels by CPI group

$, cumulative, 2026 prices, 2019-2026

Note: Online prices were not collected for Food, Alcoholic beverages and tobacco, and Hotels, cafes and restaurants. Price parity between online and offline channels was assumed for these categories.
Source: ABS (2024) Projected households; ABS (2025) Household consumption expenditure; ABS (2025) Weight update of the CPI; ABS (2026) Consumer Price Index; Mandala analysis. 

3. ONLINE CHANNEL SAVINGS

Headphones, 
toys and games, 
pet food, books

Furniture, 
kitchen 

appliances, 
cleaning 
products

Pharmaceutical 
products, 

medicines, 
vitamins

Clothing, 
footwear, 

accessories, 
sportswear

Mobile phones, 
phone plans, 

tablets
Groceries

Dine-in and 
takeaway food

Beer, wine, 
cigarettes

Cost-efficiency effect Competition effect
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https://www.abs.gov.au/statistics/people/population/household-and-family-projections-australia/latest-release#data-downloads
https://www.abs.gov.au/statistics/economy/national-accounts/australian-system-national-accounts/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/annual-weight-update-cpi-and-living-cost-indexes/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
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Online channels can provide greater savings to lower-income 
households as a proportion of income, given that they allocate 
a larger share of their earnings to expenditure compared to 
higher-income households. 

Lower-income households also direct a higher proportion of 
their income to everyday essentials goods, like food and health 
products. This highlights the increasingly important role that 
online channels play in easing cost-of-living pressures for 
those most vulnerable. 

Online channels benefit lower 
income households more as a 
proportion of their income

Savings from online channels as a proportion of gross income by income quintile

% of gross income, income quintile, 2025

Note: The analysis is based on 2022 proportions of household spending by income.
Source: ABS (2025) Household Income Account, Current prices; ABS (2022) Household (excluding non-
profit institutions serving households) income, consumption and wealth, per household, by household 
distributional indicator, $, current prices; Mandala analysis.

1.2%

0.9%
0.8%

0.7%

0.5%

Income quintiles

Lowest Second Third Fourth Highest

Lower income households benefit more proportionally, as they spend a greater share of their income on 
goods and spend a higher share on everyday essentials like food and health products. 

3. ONLINE CHANNEL SAVINGS

https://www.abs.gov.au/statistics/economy/national-accounts/australian-system-national-accounts/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-distribution-household-income-consumption-and-wealth/latest-release#data-downloads
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Omnichannel shopping could cut fuel 
use by as much as 24% for shoppers 
making four trips per week

3. ONLINE CHANNEL SAVINGS

Online channels help reduce fuel 
consumption through fewer consumer 
trips and optimised delivery routes

Source: Oliver Wyman (2021) Is e-commerce good for Europe?; Mandala analysis.

Illustrative weekly fuel consumption allocated to shopping

Litres, offline vs. omnichannel

Source: Mandala analysis.

Online channels can help reduce fuel consumption by …

Offline shopper
Shops exclusively 

offline

Omnichannel shopper
Equally uses online and offline 

channels

2.9L

1.5L

0.8L

2.2L

-24%

Consumers make fewer individual shopping trips to 
the store by substituting in-store purchases with 
online orders. This reduces their direct fuel 
consumption.

Rather than multiple consumers making individual 
trips to a store, purchases can now be fulfilled via 
an optimised last-mile delivery route. 

The incremental fuel required to service an 
individual customer is hence less than what the 
customer would have used directly.

1. Reducing individual 
shopping trips

2. Leveraging 
optimised delivery 

routes 

The analysis compares total fuel consumption across two hypothetical scenarios: 
▪ An offline shopper making 4 shopping trips per week
▪ An omnichannel shopper spreading 4 purchases across offline and online channels 

equally

Consumer fuel consumption

Delivery van fuel consumption

https://www.oliverwyman.com/our-expertise/insights/2021/apr/is-e-commerce-good-for-europe.html
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1

The price of goods sold through online channels has fallen 
since 2019 in an otherwise inflationary environment

Online channels help lower inflation and are set to save the 
average household $1,414 in 2026

There is a single retail market in which participants operate 
across channels, making channel-specific policies 
misplaced

Appendix

Cost-of-living pressures are deepening amid rising inflation 
and energy market volatility, and online channels will be 
increasingly important in easing them 
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Australia's largest, established 
retailers are increasingly omnichannel 
businesses

4. RETAIL SECTOR DYNAMICS 

Online channels account for nearly 
12% of all retail sales

Australian online and offline retail sales

$, Billions, online vs offline, 2015-2025

Notes: 2025 data is only available up till June and has been extrapolated to an annual basis. 
Source: ABS (2025) Retail turnover, by industry group & Experimental series - online retail turnover Australia 
by type of activity; ABS (2025) Retail turnover, by industry group; Mandala analysis.

Online sales for major omnichannel Australian retailers

$, Billions, FY19 vs FY25

Chart excludes online-only retailers like Amazon, which reported $4.8B in sales for 2025.
Woolworths online sales includes Australian Food & BIG W segments only; for FY19, online sales are 
estimated based on the sales of these segments and online sales penetration of total sales in FY19.
Coles online sales for FY19 represents sales through Coles Online; for FY25, online sales represent 
total eCommerce sales. Wesfarmers online sales in FY19 and FY25 represent the sale of retail goods 
online from contracts with customers, proportioned to the Australian share of total sales in the 
respective year. JB Hi-Fi online sales in FY19 and FY25 represent online sales for JB Hi-Fi and The 
Good Guys. Myer online sales in FY25 represent online sales for Myer Group, which is proportioned 
according to the Australian share of revenue from contracts with customers.
Source: Company annual reports; Mandala analysis.

9.4% 11.7%
3.1%

96.9%

2015

90.6%

2020

88.3%

2025

$293B $352B $428B

Online Offline

Woolworths

Coles

Wesfarmers

JB Hi-Fi

Myer

$1.8B

$7.8B

$1.1B

$4.7B

$0.9B

$2.8B

$0.4B

$1.6B

$0.3B

$0.8B

FY19 FY25

https://www.abs.gov.au/statistics/industry/retail-and-wholesale-trade/retail-trade-australia/latest-release#data-downloads
https://www.abs.gov.au/statistics/industry/retail-and-wholesale-trade/retail-trade-australia/latest-release#data-downloads
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1 Australia Post (2024) E-commerce industry report. 
Source: Australia Post (2026) Australia Post eCommerce Report 2026; 
Mandala analysis.

4. RETAIL SECTOR DYNAMICS 

Online spend per household by region 

$, by region, 2025

Source: Australia Post (2026) Australia Post eCommerce Report 2026; Mandala analysis.

Year on year growth in online spending

Percentage by region, 2025

Capital cities Inner regional areas Outer regional 
& remote areas

13.8% 13.6%
14.4%

+0.6 ppt$8,718

$7,667 $7,556

Capital cities Inner regional areas Outer regional 
& remote areas

Regional growth in online shopping has also been strong over the last few 
years. Between 2019-2023, regional areas saw a 18% increase in number of 
households shopping online, compared to 16% for metro.1

While metro households lead in online spend per household, regional and 
remote households are close behind. Household savings from online 
channels are therefore felt across the country.

Households across Australia are spending more online, with growth over the last 
year highest in outer regional & remote areas

https://auspost-report.s3.ap-southeast-2.amazonaws.com/eCommerce+Industry+Report+2024+-+Trends+in+eCommerce+section.pdf
https://auspost.com.au/content/dam/ecommerce-report/australia-post-ecommerce-report-2026.pdf
https://auspost.com.au/content/dam/ecommerce-report/australia-post-ecommerce-report-2026.pdf
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Online channels are a significant source of productivity for 
Small and medium businesses (SMBs), driving a 45% increase 
in productivity compared to SMBs not utilising online channels.

In 2024-dollar terms, this translates to an $86,000 increase in 
revenue per worker.

The productivity boost for SMBs using online channels can 
stem from both operational advantages (e.g. real-time 
inventory systems, process automation) and growth 
opportunities by offering a pathway for businesses to grow 
their market reach and customer base, both domestically and 
internationally.

Small and medium-sized 
businesses using online 
channels have significantly 
higher productivity

Productivity of Australian SMBs by use of online retail channels

Revenue per worker1

1 Revenue per worker measured in 2024 dollars.
Source: Mandala (2024) How online retail channels boost Australia’s small and medium businesses; 
Mandala analysis.

4. RETAIL SECTOR DYNAMICS 

$191,000

$277,000

SMBs not using
online retail channels

SMBs using online
retail channels

+45.0%
(+86,000)

Output per 
worker

Output per worker measures labour productivity and is a key indicator of efficiency. 
This indicates how much revenue or value each worker generates.

Higher output per worker indicates that businesses are more efficiently using 
resources like time, technology, and labour.

https://mandalapartners.com/uploads/how-online-retail-boosts-australian-smbs.pdf
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Operational freedom: Amazon’s FBA1 service helped alleviate logistics 

complexities, giving the business space to focus on creating great products

Global reach: Online channels enabled access to US and UK markets from 

their Sunshine Coast base

Brand awareness: Online marketplaces provided access to a broad existing 

customer base and valuable advertising insights, helping the business grow 

brand awareness and reach families nationally and internationally

Path to omnichannel: Reaching scale online made later expansion into 

wholesale and physical retail viable

Online channels underpinned Curious Columbus's growth into an omnichannel 
children's education brand

1 Fulfilment by Amazon refers to Amazon’s fulfilment process where sellers store products in Amazon's fulfilment centres, and Amazon handles picking, packing, shipping, and customer service
Source: Mandala interview with Curious Columbus.

4. RETAIL SECTOR DYNAMICS 

Curious Columbus
Children’s educational resources

Curious Columbus is a Sunshine Coast family business creating award-winning 

educational resources for children. The business designs and manufactures 

interactive fabric books, magnetic alphabet learning resources, and 

educational flashcards that encourage screen-free learning and play for young 

children. The business launched online in 2014, which gave them the 

commercial platform to grow their business and later expand into wholesale 

and direct-to-store channels.

Online channels are intrinsic to our brand. We 
started online, and our business likely wouldn’t 
exist without it. It has allowed us to build scale, 
connect directly with families and expand our 
offerings through other channels.

Clare & Stuart
Founding partners

How online channels helped Curious Columbus: 

Fabric activity books Flashcards
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The Government has a critical role to play in ensuring that 
Australian households, businesses and the economy continue 
to benefit from the deflationary effect of online retail.

The analysis in this report shows that existing regulatory 
settings have supported the growth of a competitive, 
omnichannel retail sector, helping ease cost-of-living 
pressures.

As the Government works to maximise the benefits from 
increasing digitalisation of the economy, policy should focus on 
enhancing innovation and digitalisation in retail to facilitate the 
growth of consumer choice and cost savings.

Existing regulatory settings 
have supported the growth of 
a competitive, omnichannel 
retail sector

Existing regulation for retail in Australia

Selected regulations affecting Australian retail regardless of channel

Source: Desktop research

▪ Competition and Consumer Act 2010: anti-competitive conduct, mandatory merger regime 
(from 1 January 2026)

▪ Mandatory industry codes: food and grocery, franchising, unit pricing

Competition & 
conduct

▪ ACL product safety regime: mandatory safety standards, information standards, bans, 
compulsory and voluntary recalls, mandatory reporting of serious injury within 2 days

▪ Electrical Equipment Safety System (state and territory administered)
Product safety

▪ Work Health and Safety Act 2011 and state/territory WHS regimes
▪ Recycling and Waste Reduction Act 2020 and state container deposit schemes
▪ Fair Work Act 2009 and the General Retail Industry Award
▪ Modern Slavery Act 2018 (businesses with >$100m revenue)
▪ State-based dangerous goods legislation

General retail 
obligations

▪ Australian Consumer Law: consumer guarantees, misleading and deceptive conduct, unfair 
contract terms, unconscionable conduct

▪ State and territory Fair Trading Acts

Consumer 
protection

4. RETAIL SECTOR DYNAMICS
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4. RETAIL SECTOR DYNAMICS 

1 Mandala (2026) The Fragmentation Tax: How regulatory inconsistency is costing Australian retailers and households; 
Source: Mandala analysis.

Under current regulatory settings online channels deliver significant benefits 
to the economy…

6 ppt
deflation in the Online 

Channel Index since 2019

0.8 ppt
lower inflation driven by 

online channels

$1,414 p.a.
avg household saving due 

to online channels

Lower fuel use
due to increased 

omnichannel shopping

Online channels provide benefits to both businesses 
and consumers and are a source of relief against 
rising cost-of-living pressures

45% higher
productivity for SMBs 
using online channels

To support these benefits, any additional regulation being contemplated should be 
guided by three key principles… 

Three guiding principles can ensure the policy environment continues to enable 
the benefits of online channels

▪ Existing regulation has credibly supported competition in the 
retail sector without imposing new costs and compliance burdens 
on the industry, as evidenced by the lower cost of goods to 
consumers

▪ Future policy settings should recognise the ways in which 
consumers move seamlessly between physical and online 
channels in Australia's dynamic and rapidly evolving retail sector

Build on 
existing 

frameworks

▪ A focus on reducing fragmentation in state and territory 
regulation should be prioritised, as regulatory inconsistencies are 
estimated to cost the Australian economy $26 billion and 
households $9.4 billion over the next 10-years1

Reduce 
regulatory 

fragmentation

▪ Where governments do propose future regulation of the retail 
sector, this should be based on clear evidence of consumer 
detriment, with regulations targeted at specific harms rather than 
technologies

▪ Regulation that is focused only on online channels will create an 
unlevel playing field between offline and online channels

Reform based 
on evidence

https://mandalapartners.com/uploads/The-Fragmentation-Tax.pdf
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1

The price of goods sold through online channels has fallen 
since 2019 in an otherwise inflationary environment

Online channels help lower inflation and are set to save the 
average household $1,414 in 2026

There is a single retail market in which participants operate 
across channels, making channel-specific policies misplaced

Appendix

Cost-of-living pressures are deepening amid rising inflation 
and energy market volatility, and online channels will be 
increasingly important in easing them 
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Informed by economic literature, we estimated both the cost-efficiency and 
competition effects to quantify the overall impact of online channels on prices

1 See, e.g., Borenstein and Saloner (2001) Economics and electronic commerce. 2 The categories of goods included in the OCI and CPI baskets were Recreation and culture, Furnishings and 
household equipment, Health, Clothing and footwear, and Communication. See ABS (2025) Consumer Price Index for more details. 3 ABS (2020) Web scraping in the Australian CPI
Source: Mandala analysis. 

5. APPENDIX - COST-EFFICIENCY AND COMPETITION EFFECT

Description

Economic literature suggests that online retailers pass on marginal cost 
savings made by avoiding expenses such as in-store handling into lower 
prices.1 This is the cost-efficiency effect of online channels. 

Method

To examine this effect, we analysed a sample of over 95,000 distinct 
products available through online channels, creating a time series of online 
prices over the period from 2019 to 2026.

Using this data, we constructed an ‘Online Channels Index’ (OCI) and 
compared each category of the OCI (e.g., clothing and footwear) to the 
corresponding sub-group of the ABS’ Consumer Price Index (CPI). While the 
exact products in our baskets were not the same as the ABS’, the 
categorisation, weighting and construction of the index was.2

Relevant analysis

▪ OCI and CPI comparison
▪ Household savings (cost-efficiency effect)

Cost-efficiency effect

Relevant literature

This approach extends on Goolsbee and Klenow (2018) Internet Rising, 
Prices Falling: Measuring Inflation in a World of E-Commerce, and Cavallo 
(2013) Online and Official Price Indexes: Measuring Argentina's Inflation.

Description

The competition effect represents the extent to which the expansion of 
online channels places downward pressure on prices quoted by offline 
channels. This effect is consistent with a Nash-Bertrand model of 
differentiated sellers with competition arising from entry or expansion. 

Method 

To investigate the competition effect, we estimated a Phillips curve model 
that includes online retail sales’ share of total retail turnover in Australia as 
reported by the ABS. 

The ABS web scrapes around 5 percent of its CPI basket, limited to alcohol, 
car parts and a small number of clothing products.3 Alcohol and car parts 
are excluded from the OCI to CPI comparison. The comparable CPI is 
assumed to reflect prices observed through offline channels.

Relevant analysis

▪ Online channel impact on inflation
▪ Household savings (competition effect)

Competition effect

Relevant literature

This approach is based on Csonto et al. (2019) Is Digitalization Driving 
Domestic Inflation? and Cavallo et al. (2022) E-commerce During Covid: 
Stylized Facts from 47 Economies. 

1 2

https://faculty.haas.berkeley.edu/borenste/download/jep01ecommerce.pdf
https://www.abs.gov.au/statistics/detailed-methodology-information/concepts-sources-methods/consumer-price-index-concepts-sources-and-methods/latest-release
https://www.abs.gov.au/articles/web-scraping-australian-cpi
https://www.aeaweb.org/articles?id=10.1257/pandp.20181038
https://www.hbs.edu/ris/Publication%20Files/Cavallo_Alberto_Online%20and%20Official%20Price%20Indexes%20Measuring%20Argentinas%20Inflation_600c0e8f-cc57-430d-b869-a650dda2b290.pdf
https://www.imf.org/en/publications/wp/issues/2019/12/06/is-digitalization-driving-domestic-inflation-48786
https://www.imf.org/-/media/files/publications/wp/2022/english/wpiea2022019-print-pdf.pdf
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Cost-efficiency effect: Constructing an Online Channels Index for Australia

Note: 1. Detailed methodology for the Australian Bureau of Statistics (ABS)’s approach to constructing the Consumer Price Index (CPI) can be found in ABS (2025) Consumer Price Index. 2. OCI values for Q4 
2025 and Q1 2026 are extrapolated from a linear trend fitted to prior quarters, as limited sample size in those quarters produced an unusually sharp deflation signal. This is a conservative approach that 
avoids letting a low data sample drive results.
Source: ABS (2020) Web scraping in the CPI; ABS (2025) Annual weight update of the CPI; ABS (2026) Consumer Price Index; Cavallo (2012) Online and official price indexes; Cavallo (2017) Are online and 
offline prices similar; Statista (2023); Elementary aggregate market share; Goolsbee and Klenow (2018) Measuring inflation in a world of e-commerce; Mandala analysis. 

5. APPENDIX - COST-EFFICIENCY EFFECT

Compute the weighted arithmetic mean of 
elementary aggregate indexes within each 
expenditure class:

𝐽𝑡
𝑐 = ෍

𝑎∈𝐴𝑐

𝑚𝑡
𝑐,𝑎𝐼𝑡

𝑐,𝑎

where:
▪ 𝐽𝑡

𝑐 is the price index for 
expenditure class c at quarter 𝑡

▪ 𝑚𝑡
𝑐,𝑎 is the market share of 

elementary aggregate 𝑎 within 
expenditure class c at quarter 𝑡

▪ 𝐴𝑐is the set of elementary 
aggregates in expenditure class 𝑐

Aggregate expenditure class indexes into 
the OCI using ABS CPI weights:

𝐷𝑡 = ෍

𝑐∈𝐶𝑂𝐶𝐼

𝑤𝑡
𝑐

𝑊𝑡
𝐽𝑡

𝑐

where:
▪ 𝐷𝑡  is the OCI at quarter 𝑡
▪ 𝑤𝑡

𝑐 is the official ABS CPI weight 
for expenditure class 𝑐 at quarter 𝑡

▪ 𝑊𝑡  is the sum of all weights 
at 𝑡 included in 𝐶𝑂𝐶𝐼

▪ 𝐶𝑂𝐶𝐼  is the set of expenditure 
classes tracked in the OCI

Chain the price relatives from Step 1 into a 
cumulative price index for each elementary 
aggregate:

𝐼𝑡
𝑐,𝑎 = 𝑅1,0

𝑐,𝑎𝑅2,1
𝑐,𝑎 … 𝑅𝑡,𝑡−1

𝑐,𝑎

where:
▪ 𝐼𝑡

𝑐,𝑎 is the price index for 
elementary aggregate 𝑎 of 
expenditure class 𝑐 at quarter 𝑡 

▪ 𝑅𝑡,𝑡−1
𝑐,𝑎  is the price relative from 

Step 1

For each elementary aggregate, expenditure 
class, and quarter, calculate the geometric 
mean of price changes across all tracked 
items:

𝑅𝑡,𝑡−1
𝑐,𝑎 = ෑ

𝑖∈𝑁𝑐,𝑎,𝑡

𝑝𝑡
𝑖

𝑝𝑡−1
𝑖

1

𝑁𝑐,𝑎,𝑡

where:
▪ 𝑎 is the elementary aggregate 
▪ 𝑐 is the expenditure class 
▪ 𝑡 is the quarter 
▪ 𝑝𝑡

𝑖  is the price of item 𝑖 at time 𝑡 
▪ 𝑁𝑐,𝑎,𝑡  is the set of items tracked in 

elementary aggregate 𝑎 of 
expenditure class 𝑐 at quarter 𝑡

Our approach to constructing the Online Channels Index (OCI) follows Cavallo (2013), adapted to align with the Australian Bureau of Statistics taxonomy of groups, sub-groups, 
expenditure classes and elementary aggregates, and ABS weighting methods.

Calculate the geometric mean of 
price changes for each elementary 
aggregate

1
Chain price changes into cumulative 
indexes for each elementary 
aggregate

2
Aggregate elementary aggregate 
indexes to expenditure class level

3
Aggregate expenditure class 
indexes into the OCI

4

Prices for individual items from 2019 to 2026 were scraped from the Australian websites of selected online retailers. Item pr ices, market shares and CPI weights were recorded 
on a quarterly basis. Both the OCI and the comparable CPI measure are indexed to Q1 2019 = 100. 

https://www.abs.gov.au/statistics/detailed-methodology-information/concepts-sources-methods/consumer-price-index-concepts-sources-and-methods/latest-release
https://www.abs.gov.au/articles/web-scraping-australian-cpi
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/annual-weight-update-cpi-and-living-cost-indexes/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.sciencedirect.com/science/article/pii/S0304393212000967
https://www.aeaweb.org/articles?id=10.1257/aer.20160542
https://www.nber.org/papers/w24649
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Competition effect: Estimating the effect of competition from online channels on 
aggregate inflation

The assumptions of this model ties competition benefits to growth in online channels. It is likely that the static presence o f competition from online channels (without relative growth) is likely sufficient in 
generating such benefits in and of itself. As such, this model may underestimate the size of the competition effect. Data for  online share of retail is not available post June 2025; the trailing 12-month 
average is used in analysis beyond this date.
Source: Mandala analysis. 

5. APPENDIX - COMPETITION EFFECT

Estimating the competition effect

Our Phillips curve model was specified as follows: 

𝜋𝑡 = 𝛿1
𝑏𝜋𝑡−1 + 𝛿2

𝑓
𝐸𝑡𝜋𝑡+1 + 𝛿3

𝑔
𝑌𝑡

𝑔𝑎𝑝
+ 𝛽1

𝑂𝑛𝑙𝑖𝑛𝑒 log 𝑂𝑅𝑆𝑡 + 𝜃1
𝑓𝑜𝑜𝑑

𝐹𝑂𝑂𝐷𝑡−1 + 𝜀𝑡  ,

Where:

▪ 𝜋𝑡 is year-over-year inflation

▪ 𝜋𝑡+1 is inflation expectations 

▪ 𝑂𝑅𝑆𝑡 is online channel share of retail turnover (ABS) (our proxy for online channel competition),

▪  𝑌𝑡
𝑔𝑎𝑝

 is the unemployment gap, calculated as the ratio of the difference between unemployment 
(ABS) and a HP filter series with 𝜆=129,600 and the filtered series,

▪  𝐹𝑂𝑂𝐷𝑡  is a global food price index (World Bank).

We found that the estimate መ𝛽1
𝑂𝑛𝑙𝑖𝑛𝑒 = −1.16 is statistically significant at the 1% level. 

Given the linear-log specification, we concluded that a 1% increase in online channel share leads to a 
෡𝛽1

𝑂𝑛𝑙𝑖 𝑛𝑒

100
= −0.0116 percentage point increase in CPI inflation. 

Charting a counterfactual inflation series

Modelling CPI inflation in a counterfactual world that lacks online 
channels, our counterfactual series was computed as

 𝐶𝑃𝐼𝑡
𝐶 = 𝐶𝑃𝐼𝑡−12

𝐶  𝑒𝜋𝑡
𝐶/100, 

where counterfactual inflation was computed as 

𝜋𝑡
𝐶 = 𝜋𝑡−1

𝐶 + ∆𝜋𝑡 − መ𝛽1
𝑂𝑛𝑙𝑖𝑛𝑒 ln ∆𝑂𝑅𝑆𝑡 , and

𝐶𝑃𝐼𝑡−12
𝐶 = 𝐶𝑃𝐼𝑡−12 for the months of 2018.

It was assumed that መ𝛽1
𝑂𝑛𝑙𝑖𝑛𝑒  operates in each month from January 2019.

Estimating the competition effect of online channels on offline channels was conducted over two stages. First, we used a Phil lips curve model to estimate the marginal effect of 
an increase in online channel market share on the ABS’ CPI. We then applied the results of this regression to chart a counterfactual measure of CPI under a scenario where online 
channel market share did not grow beyond 2019 levels.
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Estimating household cost savings due to online channels

Note: The cost-efficiency effect captures savings from online retailers passing lower operating costs through to consumers as lower prices. The competition effect captures savings from online 
channels placing downward pressure on prices across all channels.
1 This assumption is based on price elasticity estimates for food (Hasan and Sinning (2018) Price elasticities for food), petrol (Breunig and Gisz (2008) Treasury working paper), and electricity 
(Conway and Prentice (2020) Household response to electricity prices) in Australia.
Source: ECB (2015) Effects of e-commerce on inflation; Goolsbee and Klenow (2018) Measuring inflation in a world of e-commerce; IMF (2019) Is digitilization driving inflation?; IMF (2022) E-
commerce doing COVID; Mandala analysis. 

5. APPENDIX - HOUSEHOLD COST SAVINGS

For each expenditure category, total household cost savings from online channels are the sum of four components, capturing the cost-efficiency and competition effects across 
both online and offline household spending from 2019 to 2026

The cost-efficiency effect can then be computed as (1) + (2), the competition effect as (3) + (4), and the total effect as (1) + (2) + (3) + (4).

▪ 𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖
𝑂𝑛𝑙𝑖𝑛𝑒  is online household expenditure in category 𝑖

▪ 𝐴𝑖 = ln
𝑂𝐶𝐼𝑖

𝐶𝑃𝐼𝑖
𝐴𝑐𝑡𝑢𝑎𝑙 , the difference between online and offline prices; and

▪ 𝜀 = the price elasticity of consumers, assumed to be -0.21

▪ 𝐵𝑖 = ln
𝐶𝑃𝐼𝑖

𝐴𝑐𝑡𝑢𝑎𝑙

𝐶𝑃𝐼
𝑖
𝐶𝑜𝑢𝑛𝑡𝑒𝑟𝑓𝑎𝑐𝑡𝑢𝑎𝑙 , the difference between actual and counterfactual CPI

▪ 𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖
𝑂𝑓𝑓𝑙𝑖𝑛𝑒

= total household expenditure in category 𝑖 - 𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖
𝑂𝑛𝑙𝑖𝑛𝑒  

Where:

Savings from online household consumption Savings from offline household consumption

Cost-efficiency effect 𝟏  𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖
𝑂𝑛𝑙𝑖𝑛𝑒 ∗ 𝑒−𝐴𝑖 1+𝜀 − 1

𝟐  0, since we attribute all cost-efficiency effects to online household 
consumption

Competition effect 𝟑  𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖
𝑂𝑛𝑙𝑖𝑛𝑒 ∗ 𝑒− 𝐴𝑖+𝐵𝑖  ∗ 1+𝜀 − 1 − (𝟏) 𝟒  𝐻𝐻 𝑆𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖

𝑂𝑓𝑓𝑙𝑖𝑛𝑒
∗ 𝑒−𝐵𝑖∗ 1+𝜀 −1

https://onlinelibrary.wiley.com/doi/10.1111/1475-4932.12412
https://treasury.gov.au/sites/default/files/2019-03/Australian_Petrol_Demand.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/1759-3441.12284
https://www.ecb.europa.eu/pub/pdf/other/eb201502_focus06.en.pdf
https://www.nber.org/papers/w24649
https://www.imf.org/en/publications/wp/issues/2019/12/06/is-digitalization-driving-domestic-inflation-48786
https://www.imf.org/-/media/files/publications/wp/2022/english/wpiea2022019-print-pdf.pdf
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Comparing fuel consumption for an offline and omnichannel shopper

5. APPENDIX – FUEL CONSUMPTION OFFLINE AND OMNICHANNEL

1. Fuel consumption for an offline shopper:

Fuel consumption for an exclusively offline shopper is calculated as:

𝑆ℎ𝑜𝑝𝑝𝑒𝑟𝑜𝑓𝑓𝑙𝑖𝑛𝑒 = 𝑛𝑢𝑚 𝑜𝑓 𝑡𝑟𝑖𝑝𝑠𝑜𝑓𝑓𝑙𝑖𝑛𝑒  ∗ 𝐶𝑜𝑓𝑓𝑙𝑖𝑛𝑒,  where

𝐶𝑜𝑓𝑓𝑙𝑖𝑛𝑒 is the fuel consumption per offline shopping trip:

𝐶𝑜𝑓𝑓𝑙𝑖𝑛𝑒 = 𝑡𝑟𝑖𝑝 𝑑𝑖𝑠𝑡𝑎𝑛𝑐𝑒 ∗ 𝑓𝑢𝑒𝑙 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 ∗ 𝑓𝑢𝑒𝑙 𝑝𝑟𝑖𝑐𝑒

The following assumptions have been made:

▪ The number of weekly shopping trips is assumed to be four, which is based on 
reporting1 that suggests consumers make nearly three grocery trips a week. An 
additional weekly trip has been added to account for non-grocery shopping

▪ Typical distance of a round-trip shopping trip is assumed to be 6.6km, which is based 
on an NSW household travel survey2

▪ Average fuel consumption for passenger vehicles of 11.1 L / 100km3

▪ Average price of unleaded 91 per litre, in Sydney of $1.81 per litre4 as at 13th May 2026

Our approach to compare weekly fuel consumption between an offline and omnichannel shopper is as follows:
▪ Offline shopper: fuel consumption is based on number of shopping trips, round-trip distance, fuel efficiency for passenger vehicles, and fuel prices
▪ Omnichannel shopper: fuel consumption is calculated based on the above approach for offline purchases plus the incremental fuel required to fulfill the customers 

delivery of online purchases

Note: The above analysis is for illustrative purposes only
1 The Nightly (2024) The once-a-week supermarket shop is in decline. Here’s what Coles and Woolworths expect next . 2 NSW Government (2025) Household Travel Survey. 3 ABS (2020) Average 
fuel consumption by type of vehicle. 4 ABC (2026) Track the latest petrol and diesel prices around Australia. 5 Roadboss (2024) Charging ahead.
Source: Mandala analysis.

2. Fuel consumption for an omnichannel shopper

Fuel consumption for an omnichannel shopper is calculated as:

𝑆ℎ𝑜𝑝𝑝𝑒𝑟𝑜𝑚𝑛𝑖 = 𝑛𝑢𝑚 𝑜𝑓 𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑖𝑒𝑠 ∗ 𝐶𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑦  +  𝑆ℎ𝑜𝑝𝑝𝑒𝑟𝑜𝑓𝑓𝑙𝑖𝑛𝑒  where

𝐶𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑦 is the fuel consumption per delivery:

𝐶𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑦 =
𝑅𝑜𝑢𝑡𝑒 𝑑𝑖𝑠𝑡𝑎𝑛𝑐𝑒 ∗ 𝑓𝑢𝑒𝑙 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 ∗ 𝑓𝑢𝑒𝑙 𝑝𝑟𝑖𝑐𝑒 ∗ 𝑜𝑣𝑒𝑟ℎ𝑒𝑎𝑑 𝑚𝑢𝑙𝑡𝑖𝑝𝑙𝑖𝑒𝑟 

𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠𝑡𝑜𝑝𝑠

The following assumptions have been made:

▪ The typical delivery route distance is estimated to be between 100-150km per day, 
which is based on industry estimates5. The higher estimate of 150km has been used to 
account for regional deliveries. 

▪ A typical delivery van is assumed to stop every 2km to fulfill a delivery, resulting in 
approximately 75 stops in a typical delivery route. 

▪ Average fuel consumption for light commercial vehicles of 12.8 L / 100km3

▪ Overhead multiplier of 1.5 to account for failed deliveries and re-runs

▪ Average price of unleaded 91 per litre, in Sydney of $1.81 per litre4 as at 13th May 2026

https://thenightly.com.au/business/the-once-a-week-supermarket-shop-is-in-decline-heres-what-coles-and-woolworths-expect-next-c-14781390
https://opendata.transport.nsw.gov.au/dataset/household-travel-survey
https://www.abs.gov.au/statistics/industry/tourism-and-transport/survey-motor-vehicle-use-australia/latest-release#fuel-consumption
https://www.abc.net.au/news/2026-04-01/petrol-diesel-price-tracker/106513484
https://roadboss.com.au/charging-ahead/
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