Pricing
Discount Groups

- | SAP Business One, Version 9.0

Welcome to the topic on discount groups.



Objectives

2

AS
At the end of this topic, you will be able to:

O Set up discount groups
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In this topic, you will learn how to set up discount groups.



Business Example

Your company wants to introduce some new discounts.
D Q Some of these offers will be based on specific customer groups.

Other offers will be available to all business partners but based on
specific items or manufacturers.

Some customers will be eligible for multiple discounts on the
same product, but others will receive only one of the discounts.

One offer will be a “pay for 3 — get 1 free” deal for a range of
products.

To create these discount offers, they will use discount groups.
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Imagine that your company wants to introduce some new discounts.

Some of these offers will be based on specific customer groups, other offers will be
available to all business partners but based on specific items or manufacturers.

Some customers will be eligible for multiple discounts on the same product, but
others will receive only one of the discounts.

One offer will be a “pay for 3 — get one free” deal for a range of products such as
mobile phones, ink cartridge refills and DVD discs.

To create these discount offers, you can use discount groups.



Discount Basis

Discount groups can be assigned to:
m  Specific Business Partners
m  Business Partner Groups

= All Business Partners

Discount groups can be based on:
Discount m  Specific Items

G
el m  Item Groups

L =  Item Properties
= Iltem Manufacturers
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Discount groups are the most flexible type of pricing.

You can assign a discount group to a specific business partner, a business partner
group or even to all business partners.

The discounts are defined for specific items or item groups, a combination of item
properties or an item manufacturer.

Multiple discounts can be defined within the discount group. For example, within the
same discount group you can have a discount on an item group as well as a discount
for a specific manufacturer.

Discounts can be set at a percentage or be calculated by quantity purchased.

Let us go through the different combinations of discounts you can create using
discount groups.



Creating a discount group

5% off item group 2% off products manufactured
for printers by Rainbow

1 free case of 3% items with the item property
recycled paper when of business products

buying two cases
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The first step in creating a discount group is to think of the kinds of discounts that
would be appropriate to one or more business partners and group them together
inside the discount group.

For example you may wish to give retail customers 5% off printers and an offer of 1
free case of recycled paper when they buy 2 cases. A different set of discounts may
apply to the customer group for large customers. For them, you might offer 2% off
products from the manufacturer Rainbow and 3% off any items that have the item
property of business products.

Once you know the type of discounts you wish to group together, the first step in
creating the discount group is to choose the business partners that the discounts will

apply to.



Assigning Discount Groups

Selection option for

Specific BP,
Customer and
Assign to: Discount Groups Vendor group, o
Type and A” BP,S
H All BPs 7
S peci fic BP Fiay
Customer Group [UPS Properties Manufacturers Items
C ustom e r G rou p \Iend:v Geols Item Descri... Discount 96 Paid Qty Free Qty Max, Free Qty
Sppahe B Android phone 0.000 0.000 0,000 0.000
Ve n d or G rou p 2 1000465  Blutooth speak 0.000 0.000 0.000 0.000
3 1111111 Droid phone 0.000 0,000 0.000 0.000
All BPs
Clear Table ‘
SO Y. F—
Reset
V| Active From To
L Add ] Cancel | L Copy To “

© 2013 SAP AG. All rights reserved

Previous to release 9.0, discount groups could only be assigned to specific business
partners.

Now, discount groups can be assigned not only to specific business partners, but to

business partner groups (such as vendor or customer groups) or even be assigned to
all business partners.

Since you can now assign a discount for groups and for all business partners, SAP
has provided the option to exclude specific business partners from discount groups.
We will come back to that later on in this topic.

Now we will take a look at the specific types of discounts available in every discount
group and how they are applied.



Discount Groups for Item Groups

Tab for Item Group

discounts Set discount amount
for item groups
Discount Groups —
Type [t} Name
Customer Grou™ S 4 Accounts bl
Itern Groups Properties Manufacturers Items
#  Group Discount 9%
1 Accessories 0.000
2 Items 0,000
All Item groups 3 . )8.Printers 5.000
- 4 PC 0.000
d efl n ed fo r th e 5 Rainbow Printers E sjooo
com pa ny & Servers 0.000
7 Storage 0.000
Reset
V| Active From To
Add ] I Cancel [ Copy To -
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Four tabs are available in every discount group for defining discounts: Item Groups,
Properties, Manufacturers and Items.

First we will look at item groups.
The item group tab displays all the item groups defined for the company.
You enter the discount you desire on the row for each item group.

The default form settings show only the option for percentage discounts, however,
you can add the fields for giving free items based on quantity purchased in the Form
Settings window.

Once you have set a discount based on an item group, all items belonging to that
item group are automatically included in the discount.

This means that when a new item master is assigned to an item group, it will
automatically be added to any discount group that is based on that item group.



Discount Groups for Properties

Tab for Item
Properties
Discount Groups
Type Group Name
Customer Group™ Large Accounts b
Item Groups Properties Manufacturers
#  Properties Discount %
1 Business 3.000 -~
2 Cameras and camera accessories 0.000
3  Cards and Computer Components 0.000
4  Consumer 0.000
5  Desktops and All-in-One Computers 0.000
6  Educational 0.000
7 Electronic 0.000
8 Executive 0.000
9 Family 0,000 ¥
4 »
V| Active From To
L Add Cancel |
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Itemng

Disc, Relations

Lowest Discount hd
Lowest Discount
Highest Discount

Average
Total
Discount Multiples

Copy To a4

Choose a rule for
calculating the
discount

Set rule for:
Highest
Lowest
Average

Total of all
discounts

Multiplying the
discounts

Another option is to use item properties as way to indicate items that should be

discounted.

A nice feature of discount groups at the item properties level is that SAP Business
One allows you to define a discount for several properties at once.

Additionally, you can use a rule to decide which discount is used by the system for

the calculation:

®m The highest discount - The property with the highest discount will determine the overall discount

calculated for the item.

m The lowest discount - The property with the lowest discount will determine the overall discount

calculated for the item.

m The average discount - The system calculates the average of all the discounts for the properties.

The average is used as the discount.

m Discount totals - The system adds together all discounts of the properties that apply to the item. The

total (up to 100%) is used as the discount.

m Discount multiples — The system multiplies the discounts of the properties that apply to the item.



Discount Groups for Manufacturers

Discount Groups Set discount for a
Type Group Name manufacturer
Customer Group™ Large Accounts w
Itern Groups Properties Manufacturers Items
#  Manufacturer Discount 9% Can add new
1 A+ Electroni =] 0,000
+ Electronics p.ood manufacturers
2 AccentInc 0.000 .
3 -I-Tech 0.000 to the list
4  I-Tech 0.000
5 1B, 0.000
& LeMon 0.000
7 OEC 0,000
8 PCM 0.000 R
3 Prosoft 0.000 [ tew Manufacturer 7|
10 Rainbow 2,000 )
Reset
v] Active From To
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Another way to define a discount group is by manufacturer.

For example, imagine that you sell Rainbow-brand printers and accessories. The
manufacturer, Rainbow, offers you a lower price as a distributor for all their products.
You would like to pass on some of these savings by discounting all Rainbow products
by 2% for large customers.

You can set up a discount group for the large accounts customer group which
includes a 2% discount for all products manufactured by Rainbow.



Discount Groups for ltems

Discount Groups
Type
All BPs v
Item Groups Properties Manufacturers
# Item Code  Item Description Discount 36
1 200001 Tablet PC 64GB Black 5.000
2 Z00002  Tablet PC 64GB Wrhite 4.000

V| Active From  98/15/201(% To

09/15/2013
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IO X
T Tab to define discounts
by item code
[ Clowrebe ] Add items to the table
lsssetdd syl
Reset l

The fourth tab is the Items tab.

Here you can list individual items that you want to discount. Unlike the other tabs, the
list is empty until you add the items you wish to discount. This makes sense if you
think about the large number of items that a company can have.

Here we see a discount group set up for all business partners to promote tablets in a

back-to-school sale.
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Free Goods

Free Goods Discounts
can be set on all 4 tabs

Itemn Groups Properties Manufacturers Itemg
Form Settings - Discount Groups O] Description Discount... Paid Qty Free Qty Max, Free Qty
Table Format Row Format « Cartridge - Black 0.000 2.000 1.000 4,000

o « Cartridge - Color 0,000 4,000 2.000 £.000

Colurnn Visible Active

# v

Item Code v

Itemn Description Ld

Discount 9% v v L

Paid Qty L4 v . .

Fres Qly v v Discount according [

Max, Free Qty V| v .
to quantity :
purchased -

12/01/2012 To 123172012

oK H Cancel Regtore Default
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Companies often need to offer incentive pricing with free goods.
Free goods discounts can be set on all four tabs.
There are 3 fields for setting a variable discount according to the quantity purchased.

The fields are hidden until you select them in Form Settings and then widen the
window or scroll to view the additional fields.
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Free Goods

Discount Groups
Type
All BPs
Itemn Groups Properties Manufacturers Itemg
# Item Code  Item Description Discount..| Paid Qty Free Qty Max. Free Qty
1 100031 Ink Cartridge - Black 0,000 2,000 1.000 4.000
2 100032 Ink Cartridge - Color 0,000 000 rri ) 20U

Buy 3 cartridges, get 1 free.

Maximum 4 free cartridges.
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To set up a variable discount according to the quantity purchased:

® You specify the paid quantity in the first column. This is the quantity that a customer will pay or that
you would purchase from a vendor. In this example the paid quantity is 2.

m The second column specifies the quantity that is given for free when the paid quantity is purchased.
In this example, the customer receives 1 free item for every two purchased.

m The last field is optional, but specifies a limit for the free items. In the example this is setto 4. A
customer will receive up to 4 free items if 8 are purchased. If more than 8 are purchased, the
customer still receives only 4.

Note that purchased items and the free items must have the same item code. The
functionality does not cover the purchase of items with a different item as the free
item.
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Free Goods Discount Calculation

ltem # Paid Qty Free Qty Max. Free Qty
100031 2 1 4
Quantity Discount % Total (LC) Comments
Purchased

2 0 Unit Price * 2 No discount
3 33.33 Unit Price * 2 Pay for 2 and get 1 free
4 25 Unit Price * 3 Pay for 3 and get 1 free
5 20 Unit Price * 4 Pay for 4 and get 1 free
6 33.33 Unit Price * 4 Pay for 4 and get 2 free
12 33.33 Unit Price * 8 Pay for 8 and get 4 free
15 26.67 Unit Price * 8 Pay for 11 and get 4 free
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Let us explore how the discount is actually calculated.

In the example shown, the discount group is set up as follows:
®m The paid quantity is set to 2
m The free quantity is setto 1

®  The maximum number of free items is 4.
If the customer purchases a quantity of 2, no discount is applied.

If the customer purchases a quantity of 3, the discount is applied giving 33.33% off of
the regular price. In other words, the customer buys 3 but gets 1 of the 3 for free.

If the customer purchases 4 items, they only get the discount based on a quantity of
3 purchased, therefore the discount percentage is reduced from a third to a quarter.

If the customer purchases a quantity of 6 items, the discount is 33.33%. The
customer pays for 4 items and gets 2 items for free.

The customer essentially gets 1 free item with every 3 items purchased, up to the
maximum limit of 4 free items.

So, if the if the customer purchases 12 items (4 * 3 items), they will get the maximum
number of free goods.
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Free Goods in the Sales Order

2

Sales Employee

Owner

When quantity
is changed to
3.

Brad Thompson

Sales Order
Customer C23900 No. Primary ¥|275
Name Parameter Technology Status Open
Contact Person Daniel Brown v Posting Date 12f06/2012
Customer Ref, No. Delivery Date
EP Currency |- 3 Document Date 12/06/2012
Contents Logistics Accounting
ItemService Type Itern v Summary Type No Summary
# Ttem No. Quantity Unit Price Disc... TaxC... Total (LC)
1 100031 3 40.00 § 33.233 Pa

o

Discount is
automatically applied
based on purchased

quantity

Attachments

Freight
Rounding

Tax

Total

Lt

AU Ay
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2480 §
e T

€0.00 §

»

20,00 §

0,00 §
480 §

When item quantity
entered in row, the
system automatically
enters the calculated
discount % in the row

If customer returns an
item, customer will
receive refund based
on the discounted price.

We can see the effect of the multiple quantity discount in a sales order.

When the item quantity is entered in the row, the system automatically enters the

calculated discount percentage in the row.

When the item quantity entered is 3, the system automatically enters a discount of
33.33% in the Discount field in the sales order row.

If the customer later returns one of the items, the customer will receive a refund

based on the discounted purchase price.

In this example, the customer would receive one third of the total price paid for the

three items.
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Free Goods or Percentage

Discount Groups
Type
All BPs .
Mutually exclusive
Item Groups Properties Manufacturers Itemns d | SCO u n ts .
# Item Code  Item Description Discount... Paid Qty Free Qty Max. Free Qty ’
1 100031  Ink Cartridge - Black 0,000 3.000 1.000 2,000 . .
2 100032  Ink Cartridge - Color 0,000 4,000 2,000 2,000 leed d iscount by
percentage
Discount b Discount Variable discount
y according to according to purchased
percentage )
purchased quantity
quantity
V| Active From k2017201 10 12/31/2012
L Update l [ Cancel ]
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When you enter discounts on a tab, you must choose whether you want to give free
goods or a percentage-based discount.

You define the discount either by a fixed discount percentage or a variable discount
according to the purchased quantity.

In other words, the two types of discount are mutually exclusive.

In the example, we see the discount percentage column is grayed out because we
have defined discount according to purchased quantity for an item on the Items tab.
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Price Determination

A

Price List Is there a special price for the business

rice Lists partner in this marketing document?
No?

Period and Then check for discount groups that
Volume apply to:

Discounts This business partner

The business partner group of the

Discount business partner, or
Groups All business partners
Special

Prices for

BPs
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When the system searches for a price, it looks for the most specific type of price first.
First the system looks for special prices for business partners.
If none exist, then the system searches for discount groups.

The system will look for discount groups that apply this business partner, the
business partner groups associated with that business partner or a discount group
that applies to all business partners.

Once discount groups are found, the system not search for other pricing types.

There are some factors controlling whether a discount group will be found when a
marketing document is created.
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Validity settings

Can set discount groups
active or inactive, with
optional date range

Discount Groups

Type BEP Code BP Name
Specific BP C107 Hillsdale Schoool
Itern Groups Properties

#  Group Discount %%

1 Accessories

2 HP Printers

3 IBM Printers

4 Itemns

5 PC

13 Servers

v Active From 11012012 |To  [03/30/2013

| OK Cancel

Manufacturers

0,000
15.000
15.000

0.000
15.000

0,000

Items

: Copy To ‘.
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One of the factors controlling whether a discount group is applied in a document is

the validity settings.

Like all prices, you have the option to mark a discount group as inactive or set a
range of validity dates for a discount group.

You can mark the discount group as active or inactive. Discount groups are active by

default.

If a date range is set for an active discount group, the discount will apply to a
marketing document if the document posting date falls in the active date range.
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Excluding BPs or Items

‘
A
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Another factor for applying a discount group in a marketing document may be that an
a business partner or item is excluded from discount groups.

Even though you set up a discount group to apply to all business partners you have
the option to exclude a business partner from all discount groups.

Perhaps this customer has some very specific contractual agreements or you
perhaps choose not to apply any discount groups for new customers until they have
purchased a certain amount.

Similarly you have the option to exclude an item from all discount groups even if that
item would normally be included in a discount based on item group, item properties or
manufacturer. Perhaps it is a seasonal item that you never discount during peak
season sales.

In any of those cases you can choose to exclude the business partner or item in the
master data record.
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Excluding BPs

Business Partner Master Data

Do Not Apply Discount Groups
checkbox located on the
Payment Terms tab.

Code Manual C50000 Customer ¥
Name ADA Technologies

Foreign Name

Group Distributors v
Currency Euro v
Federal Tax ID GBS66678960

MM-—‘-‘

If selected, any discount group
that would apply is ignored in
documents.

General Contact Pergons Addresses Payment Terms Payment R

Payment Terms Net30 v
Interest on Arrears %

Price List Distributor Sales Price v
Total Discount 96

Cred Limit 0.00

Commitment Limit 0.00

Dunning Term Standard v
Automatic Posting Interest and Fee v L

Checkbox affects only discount
groups not other special prices.

Effective Discount Lowest

Business Partner Bank

Bank Country United Kingdom

Bank Name HSBC(House Bank 2) V! Do Not Apply Discount Groups
Bank Code HSBC

Account 45-276-98888

BIC/SWIFT Code

Bank Account Name

You can still set discounts
manually in documents.

Branch 2350
Cirl Int, ID
IBAN

Discounts from base documents
are copied to target documents
regardless of this checkbox.

WMMM AR ittt Pt

[ S P ~-'P‘“""M~“" NPy TS A —
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The checkbox is located on the Payment Terms tab of the business partner master
data. The checkbox is unchecked by default.

If you select the Do Not Apply Discount Groups checkbox, any discount group that
would apply normally will be ignored in marketing documents for this business
partner.

This checkbox affects only discount groups and not other special prices.

Even if the checkbox is marked for a business partner, you can still set a discount
manually in the header area or the row of a document.

When copying a document to a target document, the discounts from the base
document are copied to the target document regardless of what is defined in the Do
Not Apply Discount Groups checkbox.

For example, there could be a sales order created before the checkbox was marked
for a business partner.
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Exclude Item from Discount Groups

Item Master Data

Same checkbox on

Item No. Manual 999-010 v/ Inventory It .

Description Basic laptop V| Sales Item |te m m aste r y

Foreign Name V| Purchase Ite

Item Type Items v .

Item Group Items W YOU Ca n Stl ”

UoM Group Manual v Bar Code

Price List Base Price » Unit Price Primary CurreY m a n U a I |y a pp | y

General Purchasing Data Sales Data Inventory Data Planning Data Properties d 'scou nts ln

documents.

Production Data
V| Tax Liable Phantom Item
Issue Method Manual
Service Attributes

Discounts are
copied to target
documents even if
checkbox is set.

Do Not Apply Discount Groups
Manufacturer OEC | Warranty Template

Additional Identifier
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The same checkbox appears in the item master data to exclude a specific item from
discount groups. This might be useful for a seasonal item which you do not want to
discount during the prime season.

As with the business partner setting, you can still manually apply discounts for the
item in marketing documents.

Discounts from a base document are copied to the target document even if the Do
Not Apply Discount Groups checkbox is set.
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Multiple Discounts

Price !
Item 7?77

exist?

Does a BP and item-specific special price >“

Does a discount group discount exist?

Since discount groups can apply to:

YES

A specific business partner
A business partner group
All business partners

More than one discount group may apply...
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After the system has eliminated a special price for the business partner and item in a
sales document row, the system looks for a discount group.

However, since discount groups can apply to a specific business partner, a business
partner group and to all business partners with overlapping validity periods, the
system may find more than one discount group.

In fact, even within a discount group, multiple discounts could apply, for example if a
discount group contains a 3% on an item group that contains items that are also
eligible for a 5% discount by manufacturer.

In all those cases, the system must determine how to apply the multiple discounts
found.

The way to handle the issue of multiple discounts is to set a rule for determining the
effective discount.
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Effective Discount Rule

Business Partner Master Data I i -
Effective Discount:
Code Manual <00079 Customer ¥
Narne JB Enterprises Account B Lowest (defa u |t)
Foreign Name Deliveries
Group Construction b Orders .
Currency US Dollar ke Opportunit H |g h est
Federal Tax ID
General Contact Persons Addresses Payment Terms Ave rag e
Payment Terms 2P10Met30 ¥ Credit Car Total
Interest on Arrears 9% Credit Car
Price List Small Account Sales Price ¥ Expiration . .
Total Discount 9% 1D Number, M u | tl p | |ed
Credit Limit 0.00 Average D
Commitment Limit 0.00 Priority
Dunning Terrm Standard il Customer Groups - Setup
Automnatic Posting No i
Do Not Apply Discount Groups #  Group Name Price List Effective Discount
Effective Discount Lowest v 1 Customers Y Lowest
Business Partner Bank Lowest £ Large Accounts Y Arersoe
bohast 3 Distributors Distributor Sales Price 3 Highest
Bank Country Highes!
4 Small Accounts Y Lowest
Bank Name Average 4
K Code Total s Government Lowest
5 ) 6 |High Tech v Lowest
Account Multiplied 7  Construction Regular Sales Price + Lowest
e ICTET Cada
v & Production e
Bank Account Name 3 MNon-Profits System Message ]
Branch 10 Schook
Ctel Int. ID 11 Top Tier Do you want to replace the price lists for all business partners in the groups? 2
IBAN " —
4
e =]
Update || Concel |
] »
s I e B T N s T
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You can set the rule for effective discount for a business partner or for a business
partner group You can select one of five settings for the effective discount — Lowest,
Highest, Average, Total or Multiplied:

m Lowest Discount - The lowest available discount is taken (This is the default).
m Highest Discount - The highest available discount is taken.

m Average - The average of all available discounts is taken.

m Total - The sum of all available discounts is taken

m  Multiplied - The system multiplies all available discounts and uses the result as the discount.

When you create a new business partner record, the system will ask if you want to
bring in the effective discount from the business partner group. If you say “no”, the
new business partner will default to the lowest effective discount. You can change this
at any time in the business partner master data.

Note: effective discount is obviously disabled if you have checked the Do Not Apply
Discount Groups checkbox.

You can also change the effective discount in the business partner groups setup
windows. If you select a new effective discount value, you will be asked whether to
update all existing business partner records for the group.
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Advantages of Discount Groups

New items automatically included in applicable discount groups
Can include or exclude items

Can include or exclude business partners

Can set up pricing for free goods

Reporting for discount groups
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A big advantage in using discount groups is when you create new items, they are
automatically included any discount groups that apply. For example, let us say you have
a discount group for products assigned to the item group for scanners. Anytime you
create a new item and assign it to the item group for scanners, it will automatically
belong to the discount group for scanners.
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Summary

n Here are some key points:
ad Discount Groups can be set up for specific BPs, BP groups or all BPs.
o

Within a discount group you can set discounts on item groups,
properties, manufacturers or items.

If multiple discounts for properties are set in a discount group, a rule is
used to determine how to apply the discounts.

Discounts can be based on a fixed percentage or on a variable quantity
purchased. The latter is used for giving free goods.

New items are automatically added to any applicable discount groups
based on item groups, properties or manufacturers.

Items and business partners can be excluded from discount groups.
Discount groups can have validity periods or be marked as inactive.

Effective discount rules resolve situations where multiple discount
groups apply in a marketing document.
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Here are some key points that show the advantages and flexibility of discount groups.

Discount Groups can be set up for specific business partners, business partner
groups or all business partners.

Within a discount group you can set discounts on item groups, properties,
manufacturers or items.

If multiple discounts for properties are set in a discount group, a rule is used to
determine how to apply the discounts.

Discounts can be based on a fixed percentage or on a variable quantity purchased.
The latter is used for giving free goods.

New items are automatically added to any applicable discount groups based on item
groups, properties or manufacturers.

Items and business partners can be excluded from discount groups.
Discount groups can have validity periods or be marked as inactive.

Effective discount rules resolve situations where multiple discount groups apply in a
marketing document.
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Thanks!

- You have completed the topic for discount groups.

Thank you for your time!
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You have completed the topic for discount groups. Thank you for your time.
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