Discount Pricing Handout

Discount: A reduction from list price or a reimbursement for performance of a specific task.

· Multiply the price (P) by the discount percent (D(%)) to calculate discount price (D($)).    

P X D(%)= D($)

· Then subtract the discount from the original price to get the net price.

P – D($)=NP

Employment Discount: Discounts to encourage workers to buy the products their employer sells or manufactures.

· Employee Discounts can range from 10%-30% for entry level employees and can be as much as 50% or more for top executives.

Cash Discount: A price discount offered for early payment of bills.

· Ex:  May take the form of the common 2/10 net 30 payment, which indicates that a payment made within 10 days of the date on the invoice will be discounted 2% and that full payment with no discount must be made within 30 days.

Trade Discount: Discount given to wholesalers, retailers, or others in a particular trade as repayment for the performance of certain functions.

· Ex: Electricians get discounts on wire and tape because they are in the electrical trade.  Electrical wholesalers get even larger discounts because they must make a profit on the products they sell to electricians.

Quantity Discount: A price discount offered to buyers for placing large orders.

· There are two types of quantity discounts: noncumulative and cumulative quality discounts.

· A noncumulative quantity discount is determined by the size of the individual purchase order.  The larger the order, the larger the discount.

· A cumulative quantity discount is determined by the amount purchased over some specified time period.  The intent is to keep the customer coming back.  The supplier’s aim is to build a relationship and to tie the buyer to the seller.

Seasonal Discount: A price discount intended to encourage purchase of products during a time of year when sales are traditionally low.

· This type of discount is offered to encourage buyers to purchase goods before the buying season.

· Ex: Buying Christmas decorations before July 24th or purchasing winter clothing before May 1st.

