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Summary of Findings 
 The sales gains Chewy Inc. (CHWY) experienced during the COVID-

19 pandemic, as customers increased their online shopping for pet 
food while under stay-at-home orders, will sustain for many of the 
new customers the company acquired, even as states and stores 
reopen. 

 This is a shift to the positive for Chewy compared to Blueshift 
Research’s March 19 report that warned Chewy’s sales were 
expected to grow around 20%, slower than consensus. Sources in 
this report said increases in Chewy’s sales were driving gains 
throughout the industry and were in the range of 20% to 50% year 
to year.  

 While much of the panic buying and hoarding will subside, overall 
online pet food sales numbers will continue to be higher for the 
rest of the year than they were pre-pandemic. 

 All nine sources said Chewy’s sales increases are sticky, as 
customers experienced the ease and convenience of ordering pet 
food online via its platform and are taking advantage of Chewy’s 
Autoship feature, as well as the discounts provided. Chewy’s $50 
minimum order for free shipping was not noted as a deterrent, as 
sources said online ordering in the last two months was in higher-
than-average quantities as customers stocked up. 

 Four of the five repeat manufacturing sources said Chewy has 
room to continue growing, as did both industry specialists. None 
said anything about online approaching saturation.  

 Competition with Amazon.com Inc. (AMZN) remains fierce, with one 
source saying the two juggernauts have intensified their rivalry 
since the beginning of the pandemic, fighting over every customer. 
Chewy was criticized for having fewer brands than Amazon. One 
source noted that it would be smart to include more small brands 
and private labels on its platform, as well as a fulfillment feature 
like Amazon. Chewy was credited with giving manufacturers more 
control over their brand, whereas Amazon was dinged for all its 
resellers.  

 Chewy’s private label is not seeing much of an increase as sources 
said it will take time to establish trust and a following. Its 
development has been slow, consistent with what sources said in 
the March report. 

Research Question: 

Will Chewy’s recent strong sales trend continue as states begin to reopen? 

Silo Summaries 
1) Pet Food Manufacturers 
All five sources said Chewy’s sales increases during the 
pandemic will continue, as many new customers will 
stay with the platform because of its ease and 
convenience. Online sales grew significantly in April and 
May, especially on Chewy, where sources saw increases 
of 25% to 100%. Some of these sales are leveling off as 
states reopen, but Chewy is expected to maintain much 
of these increases as customers change their pet food 
buying habits. Walmart.com is a growing option, while 
Petco and PetSmart are trying to keep up by boosting 
their online offerings. One source said growing direct-to-
consumer sales is a challenge to Chewy.  
 
2) Supply Chain 
Online sales have increased from 20% to as much as 
doubling for some of this manufacturer’s private label 
brands. AMZN has lost as much as 10% share with this 
source’s clients, share that has gone in large part to 
WMT but also SHOP sites. Private label is growing 
overall as they increase their range of SKUs and spread 
to various other platforms. Chewy stands to gain if it 
allows different private label brands to sell on its 
platform, in addition to its own private label. Chewy 
would gain from allowing brands to sell on its platform 
in the same way that AMZN allows third-party sales. 
 
3) Veterinarians 
The increases in online shopping for pet food will 
continue after the pandemic subsides, but pet owners 
did not shift their medication purchases on Chewy at 
the same rate. Many maintained their shopping 
preference over the past few months, whether online or 
in person. There was a shortage of high-quality 
ingredients, mainly proteins, experienced by pet food 
manufacturers during the pandemic, harming smaller 
brands and prescription food manufacturers most. 
 
4) Industry Specialists 
Both sources said online pet food sales will continue to 
grow as the pandemic eases. Chewy’s subscriptions 
help retain customers, as do the convenience and 
discounts that make Chewy sticky for new and existing 
customers. Customers purchase more premium and 
specialty products online, resulting in higher basket size 
and bigger margins. Private label will grow as economic 
times get tougher and customers seek cheaper 
alternatives, but Chewy’s private label is not in demand 
in the same way as others are right now. 
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Background 
Blueshift’s March 19 report said Chewy’s sales in 2020 were expected to grow around 20%, slower than consensus, though 
the company may see a sales uptick at the start of its Q1 as the coronavirus drives more online pet food orders.  

Manufacturers said Chewy pushes prices down, dropping below the minimum advertised price (MAP) occasionally, hurting 
brands’ revenue and causing some to shift away from Chewy. Other brands are leaving Chewy because it is no longer 
considered a specialty retailer now that it has gone public. Chewy’s development of its own private label brand is also not 
sitting well with name brands. A supply chain source said online is approaching saturation, and an industry specialist said 
Chewy is not going to see the same growth numbers in 2020 as it did in 2019.  

Still, Chewy is the premier online pet food retailer, along with Amazon, and a preferred destination for customers and 
manufacturers because of its convenience, customer service, and price. Autoship, free shipping, and product choice are 
attractive features, though sources raised concerns about the cost to Chewy to ship heavy bags of pet food when not charging 
customers. Sources suggested Chewy may need to raise prices to offset these high costs. 

Chewy’s private label was not expected to add much to its margin. Sources expected it to increase margin 10 to 20 
percentage points, but it will also add costs for product development, marketing, packaging, and storage, so there is not 
much optimism that this will be a notable boost to Chewy’s business.  

Pet medication, on the other hand, is an area with good potential growth for Chewy. Veterinarians said Chewy is well 
positioned to offer lower prices on pet meds since vets typically charge as much as twice the amount—and vets have been 
slow to fight back with their own online pharmacies, though more are now having success working with Covetrus Inc. (CVET) 
and Vetsource. 

One manufacturer source said the coronavirus pandemic is increasing online sales of pet food, but it is also disrupting supply 
chains, especially on products from China, which will have a long-lasting impact 

Current Research 
Blueshift Research assessed whether Chewy’s recent strong sales trend will continue as states begin to reopen. We employed 
our pattern mining approach to establish five independent silos, comprising nine primary sources (including nine repeat 
sources from the March Chewy report) and two secondary sources focused on Chewy’s sales and hiring plans and pet food 
supply chain challenges. Interviews were conducted May 26–29. 

1) Pet food manufacturers (5) 
2) Supply chain (1) 
3) Veterinarians (1) 
4) Industry specialists (2) 
5) Secondary sources (2) 

 Chewy Sales in April/May Stickiness of Chewy’s 
New Customers Chewy’s Private Label 

Pet Food Manufacturers 
   

Supply Chain N/A 
  

Veterinarians 
  

N/A 

Industry Specialists 
   



 

 75 Second Avenue, Suite 605, Needham, MA 02494 | www.blueshiftideas.com 
3 

Chewy Inc. 

Next Steps 
Blueshift’s next report on Chewy will focus on whether business from new customers acquired during the height of the COVID-
19 pandemic is indeed sticky and how long those new customers will continue to shop with Chewy over their previous 
destination. We will also explore whether competing sites like Amazon and Walmart Inc. (WMT) will take any significant 
portion of Chewy customers away. Lastly, we will re-engage with veterinary sources to learn how pet medication sales have 
been affected by the pandemic and whether they have seen any significant changes in customers buying pet medication 
online.  

Silos 

1) Pet Food Manufacturers 
All five sources said Chewy’s sales increases during the pandemic will continue, as many new customers will stay with the 
platform because of its ease and convenience. Online sales grew significantly in April and May, especially on Chewy, where 
sources saw increases of 25% to 100%. Some of these sales are leveling off as states reopen, but Chewy is expected to 
maintain much of these increases as customers change their pet food buying habits. Chewy’s Autoship is an important 
feature encouraging new customers to shift away from buying in stores and, with online order size larger than in-store, its $50 
threshold for free shipping is less of a deterrent now. Sources experienced supply shortages with initial panic buying but 
these proved temporary and were quickly resolved without any appearance of lasting effects. Chewy’s private label did not 
experience any boost during the height of the pandemic and sources said it has been slow to get off the ground, typical for a 
new product trying to establish trust with customers. It is expected to be a long process for Chewy’s private label to 
experience measurable success. Amazon’s growth essentially mirrored Chewy’s, as the two were equal driving forces in online 
sales the last two months. One source said Amazon is superior to Chewy because it has more brands, while another source 
said Chewy is superior because manufacturers have more control over their brand on Chewy compared to Amazon, where 
there are many resellers. Walmart.com is a growing option for one source, while Petco and PetSmart are trying to keep up by 
boosting their online offerings. One source said growing direct-to-consumer (DTC) sales is a challenge to Chewy. 

March 19 summary: Five of seven sources said their sales on Chewy are growing 15% to 25% year to year. They expect 
Chewy’s sales to grow about 20% in 2020, lower than the 40% growth rate Chewy guided for its fiscal year. Manufacturers 
shared concerns about Chewy, particularly how it pushes prices down and even drops below minimum advertised price (MAP) 
on occasion, causing some brands to shift away from working with Chewy, including one source that is taking a calculated risk 
in pulling back slightly from Chewy as it does more exclusives with brick-and-mortar specialty retailers. One source expects 
sales on Chewy to climb 30% to 35% in 2020. Another source suggested Chewy may have to raise prices to cover its shipping 
costs, which can be significant considering the weight of large bags of pet food. Amazon is Chewy’s only real competition and 
threat. Three sources said Amazon is its No. 1 sales platform, with Chewy second, while two others said Chewy is No. 1, 
followed by Amazon. Manufacturers’ sales are expected to grow at generally the same rate on Amazon as Chewy. One source 
said Amazon is better because of its affiliation programs, which Chewy does not have. The value of Amazon’s reviews also 
sets it apart. Private label is a logical step for Chewy, though sources were split on how much it can affect margins. Three said 
Chewy will be successful, has a quality product and is promoting it aggressively, while three others said it is a big investment 
and more challenging to see significant margin increase than many realize. Six of seven sources said pet food sales are 
growing and will continue to grow in 2020. Online sales growth is far outpacing in-store growth, as three sources said online 
sales now represent 30% to 40% of their sales and there is room for the numbers to continue to climb. One source said the 
coronavirus is increasing online sales of pet food, but it is also disrupting supply chains, especially on products from China, 
which will have a long-lasting impact. 

Key Silo Findings 
Sales Trends 

- 5 of 5 said online sales have boomed since the beginning of the pandemic. 
o 1 said online sales grew 25% from three months earlier. 
o 1 said online sales were up 30% year to year. 
o 1 said online sales were up 25% year to year. 
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o 1 said online makes up 50% to 70% of share now. 
- All expect the sales increase to continue, with online becoming a habit for more shoppers even after the pandemic 

subsides. 
o The initial online sales surge is slowing now but is still higher than it was before COVID-19 and is expected 

to maintain at that level. 
o 1 expects online share of sales to fall to 40%. 

- Demand and panic buying/hoarding early on were so strong that supply ran short and several experienced 
shortages, though they soon recovered. 

Chewy 
- All 5 expect Chewy sales to stay higher than pre-COVID-19 levels as it keeps many of its new customers. 
- All 5 said their sales through Chewy climbed in April and May. 

o 2 said Chewy sales were up 40% year to year. 
o 1 said Chewy drove the company’s 30% sales increase. 
o 1 said Chewy’s growth was 5% to 10% but this should continue through the end of the year. 
o 1 said sales were up 100% in the last two months. 

- 4 said Chewy still has room to grow. 
- 2 said Autoship is a great feature for Chewy. 
- 1 said the $50 threshold for free shipping is less of a deterrent now than before the pandemic. 
- 1 said the average order size has increased. 

Competition 
- Amazon is Chewy’s competitor. 

o 4 said growth at Chewy and Amazon were the same and they were the two driving forces behind it. 
o 1 said Amazon is outperforming Chewy because of its free shipping through Prime that is a better offer than 

the $50 minimum for Chewy. 
- 1 said Walmart.com has become a great avenue for selling their pet food. 
- 1 said direct-to-consumer sales could hurt Chewy. 
- 1 said Petco and PetSmart are operating with curbside pickup and beefing up their online offerings. 
- 1 said Amazon has more brands than Chewy and Chewy should invite more brands onto its platform. 
- 1 said food manufacturers have more control over their brands on Chewy than on Amazon because of all the 

resellers on Amazon. 
Private Label 

- 3 said Chewy private label has not made many strides over the last few months. 
- It has not impressed consumers. 
- It takes time to establish a following and to build trust with consumers. 

1) Board member of a multibrand pet food manufacturing company; repeat source 

Consumers have discovered the convenience and ease of shopping online and are unlikely to return to the brick-and-
mortar stores now that they are reopening. This company saw 25% growth in direct-to-consumer sales from three months 
earlier. Sales on Chewy and Amazon were up 40% year to year. Price and customer service are the two most important 
factors in the highly competitive market today. During the pandemic, consumers discovered many smaller online shops, 
and the big players such as Amazon and Chewy should compete with them in terms of price and service. Though the 
surge in demand during the first months of the pandemic was caused by hoarding, only a mild slowdown should be 
expected. Sales may level off in June and July but they will be well above the pre-COVID-19 times. Many of Chewy’s 
customers choose a subscription, securing the consumer base and making churn unlikely. Though Chewy's private label 
has not performed well, opening the platform for smaller brands could bring many new opportunities for Chewy. 

March 19 summary: Chewy is plateauing, with sales expected to be up 20% year to year. New pet parents entering the 
market and attractive TV ads bring more new customers to Chewy, but Chewy’s pricing policies and continuous cut on 
margin have been causing tensions between the retailer and manufacturers. Subscriptions add a competitive edge to 
Chewy, however, Amazon’s affiliation programs make it more attractive for some manufacturers. Private label will help 
Chewy’s margins but it poses a threat to other brands. Organic growth of the customer base and behavioral shifts in 
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spending on pets will keep the market growing in 2020. Online sales and direct-to-consumer sales are the two major 
trends defining the market this year. 

Sales Trends 
 “The market has changed a lot since March. The main change is that the consumer behavior shifted towards online.” 
 “Consumers now have the experience of shopping online. They have discovered that shopping online is easy and 

convenient. They won’t get back to the brick-and-mortar stores.” 
 “The fear of contracting the virus keeps people from returning to the brick-

and-mortar stores. Even though pet stores are reopening, only a fraction of 
customers are returning to them. Shopping online is a safer option.” 

 “Our direct-to-consumer sales make up about 65% to 70% of all sales. And 
they are up 25% compared to three months ago.” 

 “Our sales on Chewy and Amazon are up about 40% year to year for each.” 
 “Our sales during the period from the end of March to mid-May can be 

defined as a bump. It was hoarding buying. Now the demand is 
normalizing, the sales are levelling.” 

 “Even though some of the customers return to brick-and-mortar stores, 
online will keep growing. Many people won’t get back to traditional 
shopping.” 

 “We expect sales to be flat to up slightly for direct-to-consumer and up 
double digits for our sales on Chewy in June and July.” 

Chewy 
 “Our sales on Chewy are up 40% year to year, on par with our sales on 

Amazon.” 
 “Because of the hoarding buying, there were shortages. Manufacturers couldn’t handle the demand.” 
 “For a few weeks, we didn’t deliver to Chewy, we couldn’t deliver to Chewy, because we had a shortage.” 
 “About 65% of revenue generated by Chewy is from subscriptions. These are the customers that are most likely to 

stay with Chewy. Chewy won’t lose much after the stores reopen.” 
 “Average order on Chewy is up because shipping cost motivates people to buy more. Most orders are well above 

$50.” 
 “Chewy is not going to stop growing anytime soon. There are still plenty of opportunities for them to expand and 

grow. Especially considering that brick-and-mortar stores are getting out of business at the alarming rate.” 
Competition 
 “Consumers will buy from a seller that offers the lowest price and best service. It’s not a question of loyalty.” 
 “During the pandemic, consumers discovered many new smaller online stores, names they’ve never heard before. 

These small shops together are serious competitors for Chewy and Amazon.” 
 “Because everyone can sell on Amazon, there are more brands, different brands compared to Chewy.” 
 “Probably Chewy should consider becoming a marketplace and invite more brands to its platforms. That would give 

Chewy more room to grow.” 
 “Amazon considered pet food essential and fulfilled orders very fast. Great service.” 
 “For us, as manufacturers, Chewy and Amazon are equally good and they are growing at the same rate.” 
Private Label 
 “Chewy’s private label hasn’t impressed consumers and hasn’t become a source of growth yet. It takes a lot of time.” 
 “Chewy underestimated how much it takes to win consumers’ trust. Probably, mini-brands, smaller private brands 

could help Chewy to grow if Chewy let them into its platform.” 

2) Regional sales executive for cat food and litter brand; repeat source 

Chewy will succeed in keeping new customers who are ordering pet products from its site because of its convenient 
Autoship plan. This company’s sales were up 30% year to year during March and April, driven by increased orders from 
both Chewy and Amazon. Although the overall increases are beginning to come down in May because of less bulk buying, 
orders from both Chewy and Amazon continue to be up 30% as ecommerce turns into a habit, even for those who were 
initially hesitant to try it. Petco and PetSmart have also been ramping up their online ordering and have added curbside 

Consumers now have the 
experience of shopping online. 
They have discovered that 
shopping online is easy and 
convenient. They won’t get 
back to the brick-and-mortar 
stores. … Our sales on Chewy 
and Amazon are up about 40% 
year to year for each. 

Board member of a multibrand pet 
food manufacturing company 
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pickup, a popular feature that represents a significant portion of their current sales. It is smaller independent businesses 
and mom-and-pop stores that have lost market share in this change in buying habits 

March 19 summary: There is room for Chewy to increase sales as retail increasingly moves online from brick-and-mortar. 
However, depending on the product, private label is not likely to provide much margin because of the high cost of 
shipping for items like litter and cat food cans. Lightweight products like toys could help. This manufacturer is seeing 20% 
year-to-year growth in its sales at Chewy, about the same growth rate as at Amazon. This compares to about 4% year-to-
year growth in sales at brick-and-mortar stores like Petco and PetSmart. Chewy is their second best online account after 
Amazon. About 40% of the company’s sales are online, a shift from brick-and-mortar that has taken place over the past 
few years. They are projecting 20% to 25% growth at Chewy, helped by a millennial preference for cats as pets. 

Sales Trends 
 “Our sales have grown tremendously because of Amazon and Chewy orders. They’ve been ordering like crazy.” 
 “People are stuck at home and they’re ordering online. This is definitely leading to a change in buying habits.” 
 “We’re up about 30% over last year but it’s starting to flatten out as there is less mass hysteria. April was almost as 

high as March but we’re seeing May coming down. People are slowing down their bulk buying as they start going out 
and have access to stores.” 

Chewy 
 “Chewy and Amazon are really the reason we are up 30% over last year.” 
 “They’re still ordering like crazy. That’s not slowing down.” 
 “Brick-and-mortar sales are leveling off now—stores like PetSmart and Petco. Chewy and Amazon are maintaining 

those high levels of sales.” 
 “With Autoship and Save, Chewy has captured new customers. The online 

buying trend has sunk in. Before it was just for convenience but now 
people have gotten used to it.” 

 “I think there is still room for Chewy to grow.” 
 “Even for people who were hesitant before, the trend now is to shop 

online. They were forced to do so during the lockdown. This has helped 
Chewy pick up a lot of new customers. Once they get customers hooked on 
their Autoship and Save program, people don’t even have to go on the 
Chewy site to place their orders anymore. It becomes automatic. People 
also get a discount when they do that.” 

Competition 
 “Petco and PetSmart’s curbside sales are growing. Curbside pickup is part 

of online sales and is very convenient. I think it’s here to stay. I believe 
PetSmart is going to keep it going forward.” 

 “Petco is also beefing up their dot com business. It used to be just basics 
but now they’re adding some of our products because of their increased business.” 

 “Curbside pickup is also a way to compete with in-store pick up from stores like Target [Corp./TGT].” 
 “Petco and PetSmart didn’t put as much time and effort into online sales before COVID. They’re focusing on it much 

more now and bringing in more staff for it. They’re going to try to get some Chewy and Amazon customers to come 
over to their sites.” 

 “There might be some independent mom-and-pop stores that might not make it. Some of them tried to adapt to 
curbside pickup or online sales.” 

Private Label 
 “Chewy was working on developing private label but, with COVID, they put that on hold. I haven’t heard anything 

more about it but, really, they wouldn’t talk to us about it.” 

3) Marketing director for an international pet food manufacturing company; repeat source 

International pet food manufacturers reported sales up 25% year to year, with sales on Chewy and Amazon up 40% year 
to year, which the source linked to panic buying at the beginning of the pandemic. This source expects demand to 
normalize in June and July but remain above pre-COVID-19 levels, up in the strong double-digit range. Average orders 
both online and in brick-and-mortar stores increased because customers were stocking up on pet food. Chewy is most 

With Autoship and Save, Chewy 
has captured new customers. 
The online buying trend has 
sunk in. Before it was just for 
convenience but now people 
have gotten used to it. … I think 
there is still room for Chewy to 
grow. 

Regional sales executive for cat food 
and litter brand 
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likely to retain the newly acquired customers due to its subscription and convenience. Direct-to-consumer sales are now 
the growing trend and the major competitor for Chewy. The source praised Chewy’s marketing and advertising efforts but 
noted that its private label is underperforming. 

March 19 summary: He expects Chewy to grow about 20% this year by attracting more new customers and persistently 
keeping prices low. The pricing policy makes Chewy attractive, but the pressure from Chewy to keep prices so low will turn 
some manufacturers away from the online retailer. That can slow Chewy’s growth, since customers are most attracted to 
the vast choice of brands on Chewy’s site. Since the majority of orders online exceed $50, the free shipping threshold is 
not an issue for most customers. Amazon is the closest competitor to Chewy, and its reviews help customers make 
purchasing decisions, but Chewy normally offers better prices. Private label gives Chewy flexibility and may help improve 
margins and serve as a backstop in case more name brands turn away from Chewy. 

Sales Trends 
 “At the beginning of the pandemic in the U.S., there was a surge in demand. Our overall sales were up 25% year to 

year and our sales on Chewy and Amazon were up 40% year to year.” 
 “The increase in sales was a result of hoarding buying. Nobody knew what to expect, so people bought as many bags 

of pet food as they could.” 
 “For a couple of weeks, our stock was literally empty. Everything was sold out. It went back to normal quickly, but 

still, the demand was remarkable.” 
 “Not only people bought more than usual, they bought it in bigger portions than usual. Brick-and-mortar stores sold 

out the biggest bags, 26 pounds of dog and cat kibbles, while usually people buy smaller packages in traditional 
stores.” 

 “Online sales didn’t slow down after the initial spike. Sales on Chewy and Amazon are still growing.” 
 “Demand should normalize soon. The next quarter is expected to be up 10% year to year, which is still above the pre-

COVID numbers.” 
Chewy 
 “Our sales on Chewy are booming.” 
 “Chewy won’t lose customers after the economy reopens. Subscription and 

the convenience of online shopping will help Chewy to keep those 
customers who discovered online shopping because of the lockdown.” 

 “Customers buy more online than in traditional stores. Shipping cost, 
incentives such as buy more to save more, the fear that the brand of 
choice would be sold out—these are perfect motivators.”  

 “During the pandemic months, customers developed a habit to stock up on 
pet food.” 

 “The $50 threshold wasn’t much of a problem before the pandemic, and it 
is certainly not a problem now.” 

 “Chewy hasn’t reached the saturation point yet; there still is a room to 
grow. Brick-and-mortar stores are almost a thing of the past. They are 
closing, shrinking, and their customers go to Chewy.” 

Competition 
 “My company doesn’t advertise direct-to-consumer sales in North America, 

but DTC is getting bigger and bigger. This is the major problem for Chewy.” 
 “Amazon and Chewy both work well for us and both are growing at the 

same rate.” 
 “We have more control over our brand on Chewy than on Amazon, where there are so many resellers.” 
 “Chewy is doing a great job with promotion.” 
Private Label 
 “Private label is a long-term project. Chewy is in the very beginning of building its private label.” 
 “All the new customers that came to Chewy, they didn’t come for their private label. They came to buy the products 

they knew and loved. All the growth Chewy has had is not because of the private label.” 
 “It is too soon to tell whether Chewy’s private label is successful. The guys are advertising it hard and working hard 

on gaining customers’ love and trust, but it just takes more time.” 

Our sales on Chewy are 
booming. Chewy won’t lose 
customers after the economy 
reopens. … All the new 
customers that came to Chewy, 
they didn’t come for their 
private label. They came to buy 
the products they knew and 
loved. All the growth Chewy has 
had is not because of the 
private label. 

Marketing director for an international 
pet food manufacturing company 
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4) Regional sales executive for a natural pet brand, repeat source 

A shift of 20% to 30% of sales to online channels will probably continue through the end of the year and some of those 
gains for ecommerce are likely to last even beyond that time because people will stay for the convenience. However, this 
brand does not expect its Chewy sales to grow significantly and has not seen a huge growth during the lockdown. 
Although it continues to grow on Chewy at around 5% to 10% year to year, that growth is dwarfed by sales growth of 20% 
to 25% on Amazon. Chewy is at a disadvantage because of its high shipping costs compared to free shipping from 
Amazon for Prime members. Though Chewy wins out in terms of customer service and the variety of pet food it offers, it 
will have to find a new business model to reduce shipping costs if it wants to grow and compete better with Amazon and 
Walmart. The grocery channel and the brand’s new website are important sales channels. Grocery stores are also doing 
online ordering and delivery, adding to competition. 

March 19 summary: Chewy is going to increase its sales because of the trend of shoppers switching to online purchases 
for convenience, especially for multiple pet households who need to get large bags of pet food. Private label will increase 
margins, but only slightly. He is seeing single to low double-digit growth for sales of his products on Chewy and is 
expecting similar growth in the coming year, or perhaps slightly less, because more online channels are carrying his 
brand. However, only Amazon is a serious contender and Chewy is an essential outlet for any pet food manufacturer. The 
specialty pet channel is suffering the most from Chewy’s growth and many mom-and-pop stores are going out of 
business. Chewy can eventually become profitable but might have to increase its margins or adopt an Amazon-like 
membership model of free shipping for members. 

Sales Trends 
 “Our sales are doing very well. We haven’t seen that much of an increase on Chewy but we have seen a huge 

increase on Amazon. Our own website is also doing very well in terms of online sales.” 
 “We didn’t see a huge increase in sales during the pandemic other than the jump on Amazon. It could have been 

because of some initial hoarding. But at stores they were at the same levels.”  
Chewy 
 “Our sales on Chewy had some increase year over year but not to the point of Amazon.” 
 “I think this is because Chewy doesn’t offer free delivery, while Amazon has free shipping for its Prime members. 

Chewy’s minimum order to get free shipping is not as convenient.” 
 “Our Chewy sales are up between around 5% to 10%. In contrast, our Amazon sales are up about 20% to 25% year 

over year.” 
 “Our own website is doing well. We just designed it and quickly got it online 

during the pandemic. These are new sales for us.” 
 “I think online sales will have gained about 20% to 30% more sales and 

that will last for a while, maybe for the first six or seven months or until the 
end of this year—until people feel more at ease going back to stores.” 

 “After that there could be some decrease in online sales, but I don’t think 
the online gains will be completely erased. Now that people have tested 
ordering online, many people will stay with that for the convenience. 
People who want to try a new product will go to stores but people who 
have established ordering online will want to stay with it.” 

 “I think Chewy does have room to grow but they may have to change some 
of the ways they do business, especially if they want to compete with Amazon and Walmart and their free shipping. 
Chewy may have to come up with some other ideas.” 

 “They have room to grow because they have such a great variety of pet food that not everybody has. They also treat 
their customers very well. When a pet passes away, they send flowers. Amazon would not do that. Chewy has an 
opportunity there but they may have to find other ways to keep the customer happy and keep shipping costs down.” 

 “Shipping a big 25-pound bag adds about $5 to the shipping cost while at Amazon, if you’re a Prime member, it’s 
free. They have room to grow if they find a different way of doing business.” 

 “Even with Chewy’s $49 minimum order for free shipping, people who have smaller pets may not want to order that 
much. In urban areas people have smaller pets, smaller dogs and cats. They would order a $10 or $15 bag and 
wouldn’t need those large quantities. They don’t want to order too much because it gets old and spoiled from 
keeping around for too long.” 

Our Chewy sales are up 
between around 5% to 10%. In 
contrast, our Amazon sales are 
up about 20% to 25% year over 
year. 

Regional sales executive for natural pet 
brand 
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Competition 
 “We have a lot of different venues in terms of sales. While Chewy is important, we do a lot of our sales in the regular 

grocery channel. Other specialty pet food manufacturers may rely on Chewy more than we do.” 
 “We also just started selling to Walmart.com and that’s a great option for us.” 
 “And now our own website is doing very well.” 
 “And we do a lot of Amazon and Thrive Market.” 
 “If Chewy grows for us it would be great but if it stays flat it is also good.” 
 “Sales increases for us will come from Amazon, Walmart, and our own website.”  
 “Also, a lot of the grocery stores are now selling online so that customers are able to order on the store’s website and 

get the products delivered.” 
Private Label 
 “I have not seen Chewy doing anything new with private label.” 

5) Former sales director for a brand of premium pet treats; repeat source 

Chewy will be able to maintain strong sales trends because the pandemic forced customers to shop online and they now 
realize how easy it is. Post pandemic, ecommerce will likely sustain a market share of close to 40% of pet food sales. In 
the last two months, online sales have taken as much as 50% to 70% market share. Chewy and Amazon are leading the 
segment. Chewy’s Autoship, in particular, makes it simple for customers to receive regularly scheduled deliveries without 
having to place new orders. Ecommerce orders for consumables such as pet food, treats, and litter have increased by up 
to 100% year to year during the COVID-19 lockdown. Orders for hard goods such as toys, bowls, and collars also 
increased, but only by 10% to 20% as these are usually impulse purchases and customers were more focused on 
essentials. It is likely that orders for consumables will trend backward as things get back to normal because there was 
some hoarding involved in the increased orders but ecommerce will benefit in the long run. Stores that were set up for 
online ordering were able to maintain their sales, while independents and mom-and-pop stores had to settle for curbside 
pickup and were hurt the most. 

March 19 summary: Chewy’s push into private label will increase sales but will not help margins significantly because of 
the extra layer of costs involved in private label. More prescription pet medicine will help increase sales because of the 
convenience but still not increase margins. This manufacturer’s sales grew in the high double digits on Chewy year over 
year previously, but the expectation this year is for a decline to low double-digit growth as his company takes a calculated 
risk by segmenting products and providing some exclusivity to brick-and-mortar stores. Chewy’s price matching algorithm 
is hurting Mom-and-Pop pet stores and small chains because Chewy sometimes sells products for a lower price than the 
distributor who sells to stores. Many small pet store chains are also developing their own online sales to maintain share. 
Chewy and online sales still have a lot of room to grow. Growth is driven by millennials’ preference for online shopping, 
and more recently, by the coronavirus making people avoid stores. The disrupting effects of the coronavirus on the supply 
chain are expected to be felt for a long time. 

Sales Trends 
 “Consumables such as pet treats and food have completely blown out on ecommerce. The growth trend is very high 

for consumables but not has high for hard goods like pet toys, bowls, and collars.” 
 “The pandemic has forced people to go online. People who were apprehensive about shopping online now realize 

how easy it is.” 
 “We should see ecommerce overall benefiting from this trend.” 
 “When things get back to normal, it may end up trending backwards a bit. This is because there was some hoarding 

and people might still have three or four months of supply of pet food on hand now.”  
 “Ecommerce has taken as much as 50% to 70% of market share, at least temporarily, in the last two months. I think 

it will most likely sustain at close to around 40% post pandemic. People now understand how easy ecommerce is.”  
 “Obviously, people aren’t hoarding toys so we didn’t see the same increases in hard goods.” 
 “I think people have found they are happier with getting their staples on ecommerce, especially when there is free 

freight.” 
Chewy 
 “Consumables like food, litter, and treats have surged over the last two months over 100% year over year on 

ecommerce, with Amazon and Chewy leading that segment.” 
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 “Autoship is a big factor. You don’t have to place an order and you still receive a big bag of food every two weeks. 
And you get a discount.” 

 “Non-consumables have also increased somewhat, but these are impulse 
items that people pick up in stores usually. They might still be picking them 
up on Chewy but not as much. There might have been an increase of 10% 
to 20% for hard goods.” 

 “I think there still may be some hoarding on the Chewy portal. We’ll see 
how that shakes out.” 

Competition 
 “Chewy and Amazon have grown at about the same rate. They benefited 

because they were already set up for easy online ordering.” 
 “Brick-and-mortar stores have, of course, lost sales because they had to 

shut down their stores. Some still offered curbside pickup so they were 
able to maintain their sales. The ones that had an ecommerce setup were 
able to maintain a good portion of their business.”  

 “Independents and small mom-and-pop stores who didn’t have an online 
presence were hurt the most. They had to rely on their loyal customers to do curbside pickup.” 

Private Label 
 Did not discuss. 

2) Supply Chain 
Online sales have increased from 20% to as much as doubling for some of this manufacturer’s private label brands. Online 
sales will continue to be strong even as stores reopen because more people are adapting to the convenience of online 
ordering and making it a habit. Customers are hoarding pet food and pet adoptions have increased. Amazon has lost as much 
as 10% share with this source’s clients, share that has gone in large part to Walmart.com but also to Shopify Inc. (SHOP) 
sites. Private label is growing overall as they increase their range of SKUs and spread to various other platforms. Chewy 
stands to gain if it allows different private label brands to sell on its platform, in addition to its own private label. Chewy would 
also gain from allowing brands to sell on its platform in the same way that Amazon allows third-party sales. 

March 19 summary: All three sources expect Chewy to continue growing but there are concerns that this growth will be more 
limited than in the past. One source said online is approaching saturation and expects Chewy to grow 20% to 25% this year. 
Chewy is easy to work with but some brands are leaving the platform because it is no longer a specialty retailer. And other 
brands are concerned about Chewy’s development of private label brands and may remove themselves from Chewy’s 
platform as well. Other brands say it is hard to get added to Chewy’s platform. Yet Chewy is still a preferred destination for 
shoppers and manufacturers. One private label producer said his clients that sell on Chewy are consistently reordering from 
him. Amazon is the biggest competitor and one source said it is his clients’ first choice for distribution, followed by the clients’ 
own platform, then Chewy. Chewy’s private label will increase sales for the company but it will not impact margin significantly. 
Two sources said private label is expected to add 10 to 20 percentage points to margins but it is likely to be spent to cover 
higher costs with product development, marketing, and storage—resulting in little additional profit. 

Key Silo Findings 
Sales Trends 

- Sales for this source are up 20% to 50% for most products, with others doubling in volume. 
- Much of this is from hoarding during the pandemic. 
- The trend of buying pet food online is growing. 

Chewy 
- Their brand is not represented on Chewy at the moment but may arrive there soon. 
- The brand is growing on Amazon and is nearly big enough to get on Chewy. 
- Chewy would benefit by adding a fulfillment feature like Amazon. 
- Chewy would benefit by allowing more private label brands on its site. 

Consumables like food, litter, 
and treats have surged over 
the last two months over 100% 
year over year on ecommerce, 
with Amazon and Chewy 
leading that segment. … 
Autoship is a big factor. 

Former sales director for a brand of 
premium pet treats 
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Competition 
- Amazon is hard to work with and is losing 10% of this source’s shipments. 

o Walmart.com has taken 8% and Shopify has taken the other 2%. 
- Amazon plays games with its algorithm, slowing payments and featuring a competitive product against a strong seller 

when volumes get high. 
- Facebook Shops (Facebook Inc./FB) is a new entrant to watch. 

Private Label 
- The number of private label offering is expanding. 
- A good private label offering needs a good software. 

1) CEO of a private label manufacturer; repeat source 

Sales Trends 
 “We’re seeing an increase of 20% to 50% in online sales, and in some 

cases they’re doubling.” 
 “I call it the toilet paper syndrome. In the same way that people hoard 

toilet paper, they want to make sure their pets don’t run out of food. 
Another driver is that shelters are running out of adoptable animals.” 

 “The trend towards online sales is going to grow. People have adapted to 
the convenience. Ordering online has become a habit.” 

 “We’ve been on a growth trend already and did very well the first quarter of 
the year. With COVID, we have increased revenue by hundreds of 
thousands of dollars during this period.” 

Chewy 
 “Currently none of our brands are on Chewy anymore but some of them are growing rapidly and are bound to be 

picked up by them. We’re seeing several brands dramatically increasing their sales on Amazon and getting to be big 
enough to get on Chewy.” 

 “Chewy has the perfect natural ability to compete with Amazon, Petco, PetSmart, and all the others. But they’re 
missing the ability to bring in the brands they don’t have sitting in their own warehouse. Chewy could do a lot more 
but they just need to add to their method. Amazon, for example, has Amazon fulfill and fulfill by merchant.” 

 “Chewy can’t just stagnate and keep asking manufacturers to ship all their products to them to put in their 
warehouse. That will be an antiquated model very soon. It would be the wrong path.” 

 “Chewy would benefit from a portal where brands could load their software. They would benefit from being less 
controlling and opening the door to let other private label brands sell on their platform. They would make much more 
revenue that way than from just selling their own private label.”  

Competition 
 “We are seeing our customers dialing down Amazon because it’s such a pain to work with. At the same time, we are 

seeing an increase in shipments from Shopify websites such as we’ve never seen before. We’re also seeing huge 
increases of Walmart.com.” 

 “I would say about 10% of online sales have moved out of Amazon. 
Walmart has taken about 8% of that and Shopify has taken 2%.” 

 “Amazon became a pain because they restricted inbound shipments and 
would only sell essentials for a time [although pet food became essential]. 
They’re also playing games with their algorithm. Once they see volumes of 
revenue for a third-party seller, they slow down the payments, and if the 
volume is really high, they launch a product against that seller. They can 
benefit from all the data they have about their sales.” 

 “Brands on Shopify, who are building out their own stores, are the same 
ones that are on Amazon but they’re spreading out and selling in different 
ways.” 

 “Walmart’s software is glitchy, but they do have a lot of eyeballs. It’s not as fluid as Amazon for loading a product. 
But it’s a more profitable platform than Amazon and they’re easier to work with.” 

We’re seeing an increase of 
20% to 50% in online sales, 
and in some cases they’re 
doubling. 

CEO of a private label manufacturer 

I would say about 10% of online 
sales have moved out of 
Amazon. Walmart has taken 
about 8% of that and Shopify 
has taken 2%. 

CEO of a private label manufacturer 
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 “Chewy will now have something new to worry about. Facebook Shops just came online. It just went live and is 
cranking up. It’s going to give Amazon a run for their money. Shopify is creating their own DCs and they have good 
software so they’re also going to take more share from Amazon.” 

Private Label 
 “Private label brands [that are established on Amazon] are designing more SKUs – for example one of our brands 

went from two or three SKUs to 13. They’re getting horizontally integrated [more sites] and vertically integrated. 
They’re also driving traffic from sites like Walmart.com and Amazon.com to their own sites on Shopify. As long as 
they add 3PL to their shipping, they can be a small fish in many ponds as they spread out horizontally.” 

 “Many stores like CVS and Vons are going into private label as well. Private label makes retailers more money than 
selling somebody else’s product.” 

 “For a brand to be successful in private label, their software needs to be good.” 

March 19 summary: Chewy’s push into private label will help the company grow its margins between 10% and 20%. ROI 
for private label can range from 2.75 up to 5 times the money invested. Online sales are increasing because of the 
convenience compared to brick-and-mortar shopping and the trend is not likely to stop for the next 10 to 15 years. He is 
seeing a good frequency of orders by his customers on Chewy and believes their sales are meeting expectations. Chewy 
is a good platform, is user friendly, and has a wide variety of products, but its barrier to entry for new products makes it 
difficult for smaller brands to get on the platform. Having a lower barrier to entry would help it grow, as long as the 
company manages this growth in a smart way. Although Amazon is a major competitor, Walmart has also become strong 
and Alibaba Group Holding Ltd. (BABA) is now entering the U.S. market. 

3) Veterinarians 
The increases in online shopping for pet food will continue after the pandemic subsides, but pet owners did not shift their 
medication purchases on Chewy at the same rate. Many maintained their shopping preference over the past few months, 
whether online or in person. There was a shortage of high-quality ingredients, mainly proteins, experienced by pet food 
manufacturers during the pandemic, harming smaller brands and prescription food manufacturers most.  

March 19 summary: Sources are split as to whether Chewy can flourish in the pet medication business, though the 
enthusiasm and conviction of the believers outweighs the actual defensive moves veterinarians are making to support the 
non-believers. Chewy provides convenience, customer engagement, and price transparency that millennial pet owners crave, 
increasing the likelihood that pet owners will drive growth in pet medication orders through Chewy. These orders are made 
easy by Chewy and customers are familiar with the platform, since many of them already order their food there. One source 
said vets mark up the price on medications as much as twice the amount, leaving room for Chewy to come in and sell them at 
a lower price while still at a good margin and take customers away from vets. Veterinarians are creating their own online 
pharmacies to fight back against Chewy, often through partnerships with Covetrus or Vetsource, as a way to stay competitive 
in the changing landscape. But they are slow to ramp these up and it will not keep customers from using Chewy. One source 
said their practice gets 30 to 40 orders a week through Covetrus and 60% of those orders would otherwise go to Chewy. 
Another source said about 50% of practices have enrolled in an online pharmacy but only about 10% are actively using it. This 
window is wide enough for Chewy to take share and establish itself as a destination for pet medications. Vets raise the issue 
that getting medications through a third-party supplier leads to the potential for counterfeit medication while vets get their 
supply directly from the manufacturer. One source said vets are frustrated with Chewy because of the volume of requests for 
prescriptions to be filled, taking two to three hours of a practice’s time each day. This volume is what will allow Chewy to thrive 
even as veterinarians get their online pharmacies up and running 

Key Silo Findings 
Chewy 

- Customers developed new shopping patterns during the pandemic. 
- These new methods will stick after the health crisis subsides. 

Pet Medication 
- Pet medication sales did not see a similar jump in online purchases in the last two months. 
- The trend toward buying pet medication online is developing, but slowly. 
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- There were not a lot of people who switched their method of purchasing pet medication solely because of the 
pandemic. 

1) Veterinarian with a practice in Florida; repeat source 

Chewy 
 “Pet owners adapted new shopping patterns during the pandemic and they will stick to online shopping well after it is 

over.” 
 “One of the consequences of the pandemic was that pet food manufacturers experienced shortages. That may be 

not so noticeable for big brands, but smaller brands were hurt badly.” 
 “Some pet food, including prescription food, is more sensitive to the quality 

of ingredients. Many manufacturers couldn’t get high-quality proteins and 
other ingredients when the pandemic started.” 

 “While pet food sales are definitely growing online, pet medication sales on 
Chewy and other online platforms are not growing that fast.” 

Pet Medication 
 “Pet medication business is changing, too, but slowly. Those who shopped 

online for medications before the pandemic kept shopping online. I can’t 
say that many pet owners switched online for pet medications during the 
lockdown.” 

 “Veterinarian services are often necessary, and people bring their pets to 
the vet offices and then buy prescriptions there. This hasn’t changed 
during the pandemic; that can’t be performed online.” 

 “The new practices when pets are handed over to the vet offices while pet 
owners stay in their cars in the parking lots—this is unacceptable. Imagine 
visiting a pediatrician with your kid and waiting somewhere outside in a parking lot while the doctor is examining your 
child! As appalling as it is, this practice may become permanent and pet owners seem to accept the new reality 
because of fear.” 

 “Pet medication is a conservative area. The shift towards online is moderate there because of all the regulations, 
and because people tend to trust their veterinarians.” 

 “Perhaps online will not dominate in the prescription medication sales for the next six months or so, despite all the 
hassle of going to a vet office.” 

March 19 summary: Chewy is taking the medication and prescription food business away from veterinarians by offering 
lower prices and making it easy to buy pet drugs online. Most likely, veterinarians will give up this business to retailers. 
That can be perceived as a threat and will cause deep changes in the business model for vet clinics. Vets can price 
match to compete with Chewy, and urgent and emergency cases can only be treated by vets who can immediately 
provide the necessary medication that Chewy cannot because of the wait time for online delivery. Chewy offers customers 
better prices and convenience and thus is gaining share from traditional stores. Delivery saves customers time, and the 
$50 threshold is for free shipping not a problem since people shop online to stock up on food. Chewy may lack holistic 
and raw food, but the brands represented at Chewy cover the needs of the vast majority of pet owners. Shopping on 
Chewy is a consumer choice, and price and convenience are the two factors that make Chewy very competitive. 

4) Industry Specialists 
Both sources said online pet food sales will continue to grow as the pandemic eases. One source estimates Chewy’s sales are 
up 40% year to year and, while the spike may be tapering off, many customers will stay with their new online shopping 
method. Chewy’s subscriptions help retain customers, as do the convenience and discounts that make Chewy sticky for new 
and existing customers. Customers purchase more premium and specialty products online, resulting in higher basket size and 
bigger margins. Competition has become fiercer since before COVID-19, with Amazon and Chewy fighting for every customer. 
And the brick-and-mortar stores are adding services like grooming, training, and veterinarians to keep customers from 

Pet owners adapted new 
shopping patterns during the 
pandemic and they will stick to 
online shopping well after it is 
over. … While pet food sales 
are definitely growing online, 
pet medication sales on Chewy 
and other online platforms are 
not growing that fast. 

Veterinarian with a practice in Florida 
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shopping exclusively online. Private label will grow as economic times get tougher and customers seek cheaper alternatives, 
but Chewy’s private label is not in demand in the same way as others are right now. 

March 19 summary: Both sources said pet food has a lot of room to grow with online sales, projecting 23% of overall pet 
product sales will be online in 2020—up from 18% in 2019. Chewy will not repeat its sales numbers from 2019 and is 
predicted to grow by 20% year to year in 2020. Customers remain loyal to their pet food brand if it is working, making it 
difficult for Chewy to see significant success with its private label effort if customers will not switch to it. One source said 
private label can add 5 to 10 percentage points to margin, but it is a challenge because of the effort and resources needed 
for success. Pet medication is expected to do better than private label, as maintenance medication should do well with 
automatic re-orders similar to how customers buy food monthly. Veterinarians need to realize they need to compete on price 
or they risk losing more customers to Chewy. 

Key Silo Findings 
Sales Trends 

- 2 of 2 said pet food sales grew substantially during the pandemic 
o 1 estimated sales were up 40%, with Chewy, Amazon, and Walmart as the leaders. 

- 2 said online sales will continue even as stay-at-home orders ease, likely through the end of the year. 
- Customers buy more premium and specialty products online than in stores. 
- Online has higher average prices, average checks, and margins. 

Chewy 
- Chewy will continue to see sales increases as the health crisis subsides. 
- Chewy’s subscription help retain customers.  
- Convenience and discounts also make Chewy sticky. 
- 2 said Chewy will keep growing. 

Competition 
- There is more competition than before the pandemic. 
- Amazon and Chewy are fighting for every customer.  
- Stores are adding services like veterinarians, grooming, and training to attract customers and keep them from 

shopping exclusively online. 
- Chewy is not popular with some manufacturers because of its payment terms and pricing.  

Private Label 
- 1 said customers in a time of financial uncertainty or crisis will look for cheaper alternatives for feeding their pets, 

which is where private label growth comes in. 
- Chewy’s private label is not in demand like others. 

1) CEO of a pet industry association; repeat source 

Online sales accelerated over the last two months and competition between online retailers got tougher. Amazon takes 
the biggest share in online sales of pet products, followed by Chewy. Chewy performed well in the highly competitive 
market and will probably retain its customers after the reopening of traditional stores. Chewy’s subscription service and 
the exceptional convenience of Chewy’s customer service are the main reasons pet owners might want to stay with 
Chewy. Online orders tend to be of higher value, since online shoppers more often seek premium brands and specialty 
products and the median price in online stores is higher. Pet food is the dominant product category sold online, with 
medications and specialty products the next most popular categories. With traditional stores reopening, non-consumable 
products may gain share, so the decline in non-consumable product sales is most likely temporary. Chewy will keep 
growing organically along with the market as more customers are discovering the ease of online shopping. Brick-and-
mortar stores may regain their share, at least some of it, by offering better deals and various services such as grooming, 
boarding, and training. Chewy’s private label did not influence sales during the pandemic, but it has potential because in 
a deteriorating economy, customers consider private label as a cheaper alternative without compromising quality. 

March 19 summary: He expects the pet food market and online sales to keep growing in 2020, with online taking as 
much as 23% of sales. According to the source, Chewy will see continuous growth, with a 20% increase being realistic, 
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though it would take a lot of effort from Chewy. Chewy sees competition from Amazon, as well as traditional stores that 
attract customers with services such as grooming, pet washing, and training. Chewy’s private label offers flexibility and 
has a good potential for growth, yet gaining share from well-established strong brands such as Blue Buffalo and others 
will be quite difficult for Chewy. Pet owners prefer to stick to the trusted brand, and Chewy will need to convince its 
customers to try its new brands. Pet medication could be a hard market to break, too, because pet owners trust their vets 
more than online platforms. Lower prices make Chewy competitive, but vets may adjust their pricing to match Chewy. 

Sales Trends 
 “Online sales of pet products accelerated, as expected, with Amazon, Chewy, and Walmart being the leaders.” 
 “Because of the panic buying, every pet store, online or not, reported sales growth. Online platforms demonstrated 

continuous acceleration of sales.” 
 “Online sales of pet products were up 40% year to year.” 
 “Food, consumable products take the lion share of the overall sales. Pet food is the dominant category in the pet 

industry.” 
 “Other products, not consumables, may show some decrease, but most likely pet owners will resume buying toys, pet 

accessories, and such when the stores reopen. It is too soon to tell whether sales in those categories plunged.” 
 “Pet medications is one of the top categories of the pet products sold online.” 
 “Online shoppers tend to buy premium products more often than the visitors of brick-and-mortar stores. Also, people 

buy specialty products, such as food supplements or diet-specific treats, online more often than in regular stores.” 
 “Online stores have higher median prices. Thus, an average bag of dog kibbles costs $31 in online stores, while in 

regular stores shoppers get more discounts and low-price products. Online orders have higher margin.” 
 “There were some supply chain disruptions in the beginning of the pandemic but they were minor and retailers 

handled them quickly.” 
Chewy 
 “Chewy accelerated sales, along with other online retailers, up 40% year to 

year, as we can roughly estimate.” 
 “Subscription is what will help Chewy retain its customers after regular 

stores are open. Many customers appreciate the convenience and 
discounts of the subscription service.” 

 “Chewy will keep growing because the online market is still growing 
organically; there are more and more customers who are adapting to 
online shopping.”  

Competition 
 “Amazon takes about 55% of the pet products market and Chewy takes 

31%. Walmart is the third-biggest player.” 
 “The market is more competitive now than before the pandemic. Amazon 

and Chewy are very close competitors and they are fighting for every 
customer.” 

 “Smaller players and direct-to-consumer sellers are accelerating their sales 
but not taking any noticeable share from the big three.” 

 “Brick-and-mortar stores are not dead yet. They can well survive and get 
their customers back with better deals and services, such as grooming and 
training.” 

 “In the near future, competition between online retailers and between online retailers and traditional stores will get 
even tougher. It is hard to predict who’s going to be a winner.” 

Private Label 
 “During crises, customers who are affected most don’t stop feeding their pets, but switch to cheaper brands. This is 

where private labels come in handy. Private labels are often of good quality, but cheaper, and customers appreciate 
that.” 

 “Many pet owners who switched to online were not looking for Chewy’s private label, but for the brands they have 
been buying all their life. This is why, despite the accelerated growth this spring, Chewy’s private label wasn’t very 
big.” 

Chewy accelerated sales, along 
with other online retailers, up 
40% year to year… Subscription 
is what will help Chewy retain 
its customers after regular 
stores are open. Many 
customers appreciate the 
convenience and discounts of 
the subscription service. … 
There are more and more 
customers who are adapting to 
online shopping. 

CEO of a pet industry association 



 

 75 Second Avenue, Suite 605, Needham, MA 02494 | www.blueshiftideas.com 
16 

Chewy Inc. 

2) Industry veteran and pet industry consultant for national and international businesses; repeat source 

Chewy will continue its strong sales trend as long as people who are at higher risk for COVID-19 feel the need to stay 
home and away from brick-and-mortar stores. This growth for Chewy and other online retailers will probably last at least 
until the end of the year. People have also learned how easy it is to shop online and this will continue to add to Chewy’s 
growth. At the same time, pet industry sales are likely to contract—by as much as 17%, according to one report—because 
the growing number of unemployed people will have less to spend on their pets. Brick-and-mortar stores are not staying 
idle as Chewy and Amazon become more powerful in online pet product sales. They have added services such as 
grooming, veterinarian, and training that online retailers cannot provide and that will attract pet owners to stores. There 
are also several well-established online pet product sites, such as Ryan’s Pet Supplies, King Wholesale Pet Supplies, and 
Jeffers Pet Supplies, for animal professionals that consumers may not have previously been familiar with but have now 
discovered as they were forced to do more of their shopping online. These could take market share from Chewy. 

March 19 summary: Chewy’s push into private label could help the company become profitable, adding five to 10 
percentage point improvement to gross margin. Pharmacy pet medications are not likely to be high margin products but 
will serve to draw more customers to the Chewy site, in the same way that pharmacies located in the back of drugstores 
draw people to make non-pharmacy purchases in the store. There is considerable runway for Chewy to grow, driven by 
customers who have multiple pets and have encountered problems with local pet stores being out of stock on boxes of 
canned food. Customers often top off orders to meet the $50 minimum and it is not an issue. For now, the main 
competitor is Amazon, which has lost share to Chewy. Chewy invests heavily in its customer service. 

Sales Trends 
 “There has been a definite shift to online sales during the last couple of months.” 
 “It’s too early to say how much will remain online but we do know that people who are at high risk will continue to 

shop online. That percentage of people with compromised immune systems or underlying conditions or older people 
will probably not take the risk of going to their local pet store. I think for the remainder of this year we’ll continue to 
see a positive impact to online businesses.” 

 “Chewy can continue to have strong sales growth. Also, adding to Chewy’s 
growth is that people have learned how easy it is to shop online and it has 
become a habit.” 

 “Pet adoptions are up, but so are surrenders. There’s a possibility that 
people have adopted pets while they stayed home but when they return to 
work they’re not prepared for how they’ll care for that pet. There are rent 
moratoriums now but when those rents are due, it’s unclear how people 
will manage financially. They might have to surrender their pets because 
they’re not going to be able to afford them. The pet adoption situation is 
yet to completely unfold.” 

 “I don’t think the spike in adoption is going to hold.” 
 “There is definitely going to be a contraction in pet products and services. 

Expectations are for the contraction to be as high as 17%. The industry 
has not seen a contraction in sales for a long time, so this is unique. More 
than 25% of the population is unemployed. They may continue to feed 
their pet but they probably won’t buy them a new toy or a new brush, nor 
have them groomed or take them to the veterinarian.” 

Chewy 
 “I believe Chewy has benefited from the pandemic because people have moved to purchasing online, even if pet 

stores were considered essential. Sales shifted to online. Online sales saw a spike but that has started tapering off. 
Part of the reason for the spike is that people stocked up.” 

 “Retailers such as Chewy and manufacturers shipping direct to consumers benefited by Amazon saying initially it 
was only shipping food essentials. As people become more used to ordering online, a portion of them are definitely 
going to stay there.” 

 “There’s still room for Chewy to grow. The percentage of business online compared to business in retail stores is not 
even at 50/50 yet. It comes down to consumer behavior, whether the consumer is going to shift their behavior. If 

I think for the remainder of this 
year we’ll continue to see a 
positive impact to online 
businesses. … Chewy can 
continue to have strong sales 
growth. Also, adding to Chewy’s 
growth is that people have 
learned how easy it is to shop 
online and it has become a 
habit. 

Industry veteran and pet industry 
consultant for national and 

international businesses 
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consumers shift their behavior to online shopping, then Chewy has room to grow because they are the largest, along 
with Amazon, in the category of online pet shopping.” 

Competition 
 “Chewy has a lot of competitors.”  
 “Many professionals in the pet industry, such as groomers, dog kennels, and breeders, shop from online channels 

that consumers are not even familiar with. These include Ryan’s, which has been around for decades. Jeffers is like 
that also and they also sell vaccines. King Wholesale Pet Supplies and PetEdge are two more. Cherrybrook is another 
one. These companies have all seen an uptick in their business. People might not have been aware of these 
companies but if they started shopping online for pet products, they may have become aware of them.” 

 “Chewy is the behemoth and its only real competitor in size and scope is probably Amazon, and to an extent the big 
retailers like Pet Supermarket and Petco. There isn’t that much competition in terms of Chewy’s size.” 

 “I don’t know if there’s an accurate measurement of market share in the pet industry.” 
 “It bears examining if PetSmart, Chewy’s parent company, has lost the sales that Chewy has gained. It also bears 

examining if PetSmart and Chewy have paid down their debt created by the acquisition of Chewy.” 
 “The American Pet Products association is even hosting webinars to help brick-and-mortar retailers stay in business. 

That in itself could impact Chewy.” 
 “There has been a shift in the last couple of years with brick-and-mortar retailers adding services—veterinarian 

services, grooming, dog washing, training—that an online retailer cannot provide. Brick-and-mortar retailers have 
been changing their business model to adapt to the change that Chewy and other online retailers have created. 
When people come in with their pets for those services, they shop at those stores while they’re there.” 

 “Small pet stores and chain stores that are strong and have a good customer base will adapt and survive and those 
that are weak will not.” 

 “Online pet product sales should not be compared to other ecommerce. Pet owners have a special relationship with 
their pets that can’t be compared to, for example, the relationship with clothing.” 

 “A lot of manufacturers don’t want to do business with Chewy because of payment terms and pricing demands. At 
trade shows, there are manufacturers that promise their retailers that they will not do business on Chewy, nor 
Amazon.” 

Private Label 
 “I’m not aware if Chewy’s private label is growing or not. There are so many products that are basically commodities 

that there is very little brand name recognition in the pet industry other than for food. With dog toys, leashes, or 
collars, there isn’t a lot of brand loyalty. For pet products, people don’t see private label in the same way as they do 
food at the grocery store.” 

Secondary Sources 
These two secondary sources focused on Chewy’s sales through the beginning months of the coronavirus pandemic and its 
plans to hire additional workers and challenges faced by the pet food supply chain. 

April 24 CNN Business article 
As sales remained high through April, Chewy’s stock price climbed and it planned to hire 6,000-10,000 additional 
workers. 

 “The $18 billion online pet supplies retailer has emerged as one of the biggest winners during this period of 
lockdowns, panic buying and rising pet adoption.” 

 “Chewy's sales are booming as worried dog and cat owners stock up on food during the pandemic. The e-commerce 
company is hiring up to 10,000 workers to meet this unprecedented demand. And Chewy's (CHWY) stock price is on 
fire, crushing the S&P 500 by more than 60 percentage points during this year of turmoil on Wall Street.” 

 “And the boom doesn't appear to be over yet. Chewy CEO Sumit Singh told CNN Business that sales are robust even 
now, more than a month after stay-at-home orders were issued to most Americans.” 

 “The fast-growing company is benefiting from multiple trends converging during this crisis: rising pet ownership, 
panic buying and online shopping.” 
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 “E-commerce sales of pet food and treats spiked to $828 million in March, up 77% from a year earlier, according to 
Nielsen. By contrast, sales of pet food and treats at brick-and-mortar stores rose by a more modest 18.5%, Nielsen 
said.” 

 “Even before the crisis, Chewy reported 13.5 million active customers as of February 2. Sales per customer were up 
10% to $360. Autoship, Chewy's subscription-like sales metric, climbed 41% last quarter.” 

 “Chewy isn't just luring new customers. It's also capitalizing on a surge of new pets driven by rising adoption and 
fostering among Americans who suddenly have the time to take care of puppies and kittens.” 

 “Chewy faces two central challenges. It must meet skyrocketing demand — without endangering employees. And 
Chewy must figure out how to hold onto the customers it's acquiring during this time of duress.” 

 “Now, Chewy is going on a hiring spree to cope with the strong demand. During a time of mass unemployment, 
Chewy plans to hire 6,000 to 10,000 people, mostly in the fulfillment centers as well as in customer service. That 
could nearly double Chewy's existing workforce of 13,000.” 

April 3 PetfoodIndustry.com article 
The pet food industry supply chain has faced and will continue to face challenges during the COVID-19 pandemic. 

 “As of the beginning of April, much of the pet food production supply chain remained intact, despite the global 
COVID-19 pandemic. However, industry leaders cannot predict how the Covid-19 pandemic will ultimately affect 
sources of materials for pet food formulation, manufacturing and packaging.” 

 “Although many pet food industry suppliers have prepared for the pandemic, there will still be increased costs and 
transportation difficulties in the supply chain.” 

 “‘With airlines virtually shut down and trucking routes being cut due to driver availability, the results have been 
twofold, higher costs, and longer lead times,” Lawrence Blitz, president of Green Source Organics, said. “Inevitably, 
these costs will have to be absorbed by the consumer.’” 

 “As the pandemic continues, a return to normal may be months away. Ultimately, the pandemic may perpetuate 
changes in pet owners buying habits, while mass unemployment and economic uncertainty alter global pet food 
industry patterns.” 

 “United States Department of Homeland Security officials defined Extru-tech, and much of the rest of the pet food 
industry, as ‘Essential Critical Infrastructure Workers’ during the COVID-19 pandemic. The federal agency deemed 
pet food, ingredient and packaging facility workers as necessary for ‘ensuring continuity of functions critical to public 
health and safety, as well as economic and national security.’” 

 

Additional research by Eva Cahen and Eugenia Vlasova. 
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