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		Rather than give varying increasing single discounts to different classes of purchasers, some companies use chain discounts. These have the ad  vantage of appearing to be higher and emphasizing to the buyer the fact that she or he receives more than one discount. When using chain discounts, there are two methods that may be used to compute the net cost price: 1. Determine a single equivalent discount and then proceed to compute the net cost price. This method is also useful for companies that wish to compare varying discount policies of competing companies. To com  pute an equivalent discount, multiply the complements of each of the dis  counts (100 percent   discount) together and subtract the result from 100 percent. For example, the single discount equivalent of 10 percent and 20 percent is computed as: Step 1 Step 2 Step 3 (100%   10%) multiplied by (100%   20%) 0.90 multiplied by 0.80 = 0.72 Equivalent discount = 100%   72% = 28%
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2. The net cost price can be computed directly by multiplying the list price by the complement of each of the discounts in the series. It does not make any difference in what order the discounts are arranged.
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