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In the world of retail and commerce, understanding how to determine the selling price of merchandise is essential
for profitability. When a merchant marks up the merchandise by a certain percentage, it affects the final price
that customers pay. Specifically, if a merchant marks up merchandise by 20%, it is important to understand
what percent expression is used to calculate the final selling price. This article explores the concept of
markup, the percent expression involved, and provides detailed guidance on how to determine the selling price
based on markup percentages.

---

Understanding Markup: What Is It?

Markup is the amount added to the cost of goods to determine the selling price. It is typically expressed as a
percentage of the cost. Markup allows merchants to cover expenses and generate profit.

Key Definitions:

- Cost Price (CP): The amount paid to acquire the merchandise.
- Selling Price (SP): The final price at which the merchandise is sold to customers.
- Markup Percentage: The percentage added to the cost price to arrive at the selling price.

Example:

Suppose a merchant purchases an item for $50. If they apply a 20% markup, they add 20% of $50 to the cost
to find the selling price.

---

How Is Markup Percentage Calculated?

The markup percentage is calculated based on the cost price, not the selling price. The formula is:

\[
\text{Markup Percentage} = \left( \frac{\text{Markup Amount}}{\text{Cost Price}} \right) \times 100
\]

Where:

- Markup Amount = Selling Price – Cost Price

Applying the Formula:

If the markup is 20%, then:

\[
\text{Markup Amount} = 20\% \times \text{Cost Price}



\]

And the selling price becomes:

\[
\text{Selling Price} = \text{Cost Price} + \text{Markup Amount}
\]

---

Determining the Selling Price with a 20% Markup

When a merchant marks up merchandise by 20%, the percent expression used to determine the selling price is based
on the markup percentage applied to the cost.

Step-by-step Calculation:

1. Convert the markup percentage to decimal form:

\[
20\% = 0.20
\]

2. Calculate the markup amount:

\[
\text{Markup Amount} = 0.20 \times \text{Cost Price}
\]

3. Add this markup to the cost price to get the selling price:

\[
\text{Selling Price} = \text{Cost Price} + (0.20 \times \text{Cost Price}) = \text{Cost Price} \times (1 +
0.20)
\]

4. Simplify:

\[
\text{Selling Price} = \text{Cost Price} \times 1.20
\]

Therefore, the percent expression used to determine the selling price is:

\[
\boxed{\text{Selling Price} = \text{Cost Price} \times (1 + \text{Markup Percentage as a decimal})}
\]

In this case:

\[
\text{Selling Price} = \text{Cost Price} \times 1.20
\]

---



Understanding the Percent Expression in Detail

The core concept here is that the markup percentage is added to the cost price in decimal form to determine the
final selling price. This method is straightforward and ensures that the profit margin is accounted for
accurately.

Key Points:

- The markup percentage (20%) is converted into a decimal (0.20).
- The decimal is added to 1 (representing 100% of the cost).
- The product gives the final multiplier for the cost price to find the selling price.

Summary:

| Step | Calculation | Result |
|---|---|---|
| 1 | Convert markup percentage to decimal | 0.20 |
| 2 | Add 1 to the decimal | 1 + 0.20 = 1.20 |
| 3 | Multiply cost price by this sum | SP = CP × 1.20 |

---

Examples of Calculating Selling Price at 20% Markup

Let's illustrate with concrete examples to clarify the process.

Example 1: Cost Price of $50

- Calculation:

\[
\text{SP} = 50 \times 1.20 = \$60
\]

- Result: The merchant sells the item at $60.

Example 2: Cost Price of $100

- Calculation:

\[
\text{SP} = 100 \times 1.20 = \$120
\]

- Result: The selling price is $120.

Example 3: Cost Price of $75

- Calculation:

\[
\text{SP} = 75 \times 1.20 = \$90
\]

- Result: The final selling price is $90.



---

Additional Considerations in Markup and Pricing

While the simple calculation above provides a clear method for marking up merchandise, several other factors
influence retail pricing strategies.

1. Cost Variability

- Costs can fluctuate due to supplier pricing, shipping, and other variables.
- It’s important to update pricing regularly to maintain profitability.

2. Competitive Pricing

- Retailers often consider competitor prices when setting markup percentages.
- A higher markup might be necessary if unique value is added, whereas competitive markets may require lower
markups.

3. Profit Margin vs. Markup

- Markup is based on cost.
- Profit Margin is based on selling price.

Relationship:

\[
\text{Profit Margin} = \left( \frac{\text{Selling Price} - \text{Cost Price}}{\text{Selling Price}} \right)
\times 100
\]

Example:

For a $50 item sold at $60:

\[
\text{Profit Margin} = \left( \frac{60 - 50}{60} \right) \times 100 = \frac{10}{60} \times 100 \approx
16.67\%
\]

This demonstrates that a 20% markup results in approximately a 16.67% profit margin.

---

How to Use Markup Percentage Effectively

Effective use of markup percentage involves strategic considerations:

- Set realistic markup percentages based on industry standards.



- Calculate accurate costs to avoid underpricing or overpricing.
- Monitor sales and profits regularly to adjust markup as needed.
- Account for discounts, sales, and promotions in pricing strategies.

---

Conclusion

When a merchant marks up merchandise by 20%, the percent expression used to determine the price involves
multiplying the cost price by 1.20. This approach ensures the markup is accurately reflected in the final selling
price, covering costs and generating profit. Understanding this relationship between markup percentage and
selling price is vital for retailers aiming to maintain profitability while remaining competitive. By mastering the
simple formula:

\[
\text{Selling Price} = \text{Cost Price} \times (1 + \text{Markup Percentage as a decimal})
\]

retailers can confidently set prices that align with their business goals and market conditions.

Frequently Asked Questions

What is the percentage markup used by the merchant on the merchandise?

The merchant applies a 20% markup on the merchandise.

How do you express the selling price as a percentage of the cost price when
a 20% markup is applied?

The selling price is expressed as 120% of the cost price, since 100% represents the cost and 20% is the
markup.

What is the formula to calculate the selling price based on the cost price
with a 20% markup?

Selling Price = Cost Price × (1 + 0.20) = Cost Price × 1.20.

How would you represent the markup percentage in a decimal form for
calculation purposes?

The 20% markup is represented as 0.20 in decimal form.

If the cost price of merchandise is $50, what would be the selling price after
a 20% markup?

The selling price would be $50 × 1.20 = $60.



Why is it important to express the markup as a percentage when determining
the selling price?

Expressing the markup as a percentage provides a clear and standardized way to calculate and compare profit
margins across different products and prices.
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In the world of commerce and retail, understanding how to determine the selling price of merchandise is
fundamental for both merchants and consumers. A common practice among merchants is to apply a markup
percentage to the cost of goods to arrive at a selling price that ensures profitability while remaining
competitive. One frequently encountered scenario involves a merchant marking up merchandise by a specific
percentage — in this case, 20%. But what does this percentage signify, and how is it mathematically expressed
to determine the final selling price?

This article delves into the intricacies of markup calculations, exploring the percentage expression used to
determine a selling price after a 20% markup. Through detailed explanations, formulas, and practical examples,
we aim to provide clarity for business owners, students, and consumers interested in the technical aspects of
pricing strategies.

---

Understanding Markup in Business Context

Before diving into the specific calculation, it’s essential to define what markup entails in the context of retail
and wholesale trade.

What Is Markup?
Markup refers to the amount added to the cost of a product to determine its selling price. It is typically
expressed as a percentage of the cost and serves as a profit margin for the seller.

- Markup Amount: The difference between the selling price and the cost.
- Markup Percentage: The percentage of the cost that is added to the cost to determine the selling price.

Example: If a product costs $100 and the merchant applies a 20% markup, the markup amount is 20% of $100,
which is $20.

---

Defining the 20% Markup

When a merchant marks up merchandise by 20%, this means the markup amount is 20% of the cost price.

Expressing a 20% Markup Mathematically
The key question is: What is the percent expression used to determine the final selling price?



There are two primary ways to express the selling price after markup:

1. Markup as a percentage of cost: The markup amount added to the cost.
2. Selling price as a percentage of cost: The total price after adding the markup.

---

The Basic Formula for Markup Pricing
The general formula for calculating the selling price (SP) based on cost (C) and markup percentage (M%) is:

SP = C + (M% of C)

Or, more succinctly:

SP = C (1 + M%)

Where:
- C = Cost price
- M% = Markup percentage expressed as a decimal (e.g., 20% = 0.20)

Applying to a 20% markup:

SP = C (1 + 0.20) = C 1.20

This formula indicates that the selling price is 120% of the cost price.

---

Interpreting the Percent Expression

The key to understanding the percent expression used in pricing is recognizing that:

- The markup percentage (20%) refers to the percentage of the cost added to the cost.
- The percent expression used to determine the price is the combined total, which is the sum of 100% (the
original cost) plus the markup percentage.

Therefore, the percent expression used to determine the selling price after a 20% markup is:

120% of the cost

or expressed mathematically as:

Selling Price = 1.20 × Cost

---

Practical Examples of the Markup Calculation

To solidify understanding, consider practical examples with actual numbers.



Example 1: Basic Calculation
Suppose a merchant has a product with a cost of $50.

- Markup percentage: 20%
- Markup amount: 20% of $50 = 0.20 × $50 = $10
- Selling price: $50 + $10 = $60

Using the formula:

SP = C × 1.20 = $50 × 1.20 = $60

The merchant would sell the product at $60.

Example 2: Varying Cost Price
For a product costing $80:

- Selling price: $80 × 1.20 = $96

This demonstrates that the percentage expression (120%) directly scales the cost to arrive at the selling
price.

---

Implications of the 20% Markup Percentage

Understanding the percentage expression used to determine prices has broader implications:

- Profit Margin Calculation: The markup percentage does not directly equate to profit margin percentage,
which is a different measure. For instance, a 20% markup on cost results in a profit margin of approximately
16.67%.

- Pricing Strategy: Markup percentages influence the final retail price and competitiveness, especially when
factoring in market conditions, demand, and competition.

- Financial Planning: Accurate markup calculations are vital for projecting revenue and profitability.

---

Difference Between Markup and Profit Margin

It's a common misconception that markup percentage and profit margin are interchangeable, but they are distinct
concepts.

- Markup Percentage: Based on cost. It indicates how much above the cost price the seller is pricing the product.

- Profit Margin: Based on selling price. It indicates what percentage of the final selling price is profit.

Calculation of profit margin:

Profit Margin (%) = (Profit / Selling Price) × 100



Using the previous example:

- Cost = $50
- Selling Price = $60
- Profit = $10

Profit Margin = ($10 / $60) × 100 ≈ 16.67%

This shows that a 20% markup on cost does not translate directly into a 20% profit margin.

---

Conclusion: The Percent Expression Used To Determine The Price

In sum, when a merchant marks up merchandise by 20%, the percent expression used to determine the final selling
price is:

120% of the cost

or in decimal form:

1.20 times the cost price

This expression encapsulates the total percentage of the cost that becomes the selling price after the markup
is applied.

Key Takeaways:

- Markup percentage indicates how much is added to the cost.
- The total percent expression for the selling price is always (100% + markup percentage).
- For a 20% markup, the total is 120%.
- The formula for selling price: SP = C × 1.20

Understanding this calculation is fundamental for effective pricing strategies, ensuring profitability, and
maintaining transparency in retail transactions.

---

In conclusion, whether you are a business owner setting prices, a student studying commerce principles, or a
consumer seeking clarity on product pricing, recognizing that a 20% markup translates into a 120%
expression of the cost helps decode the math behind retail prices. This simple yet powerful concept forms the
backbone of effective business practices and financial literacy in the marketplace.
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