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When creating a new inventory item, QuickBooks supports a variety of inventory types, most 
notably service items and inventory items. The difference is that inventory items sit on the shelf, 
while service items are non-tangible labor items. It is common for most companies to sell both 
types of items.  For example, an auto repair shop might charge you $250 for a new fender 
(inventory item), and $200 for 8 repair hours (service items). Presented below is the screen that 
is used to indicate the item type. 
 

 
 
QuickBooks has four item types that perform calculations on the amounts of a sales form - 
subtotals, discounts, payments, and sales taxes. You must use a subtotal item before calculating a 
discount or a charge that covers several items. If you are applying the discount to more than one 
item, you must first use a subtotal item and then apply the discount to the subtotal.  
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According to Intuit, a common inventory mistake made by QuickBooks users is to create 
separate inventory part items for both sales and purchases.  You must use the same inventory 
part item on both sales forms and purchase orders to keep the inventory accurate. (For example, 
you should not receive 1006 doorknobs, and sell 1007 doorknobs.) Why people make this 
mistake, I have no idea. Most likely this is a common occurrence because you can set up items 
on the fly in the Sales Order screen. 
 
Item Name or Number – You can set up inventory items as a name or number.  Which you use 
depends largely on what you are selling. Basically, the best rule is to use a name or number that 
will help you distinguish this item from all the others on the list. 
 
Sub items – You can create a sub item of an existing item. For example, you may set up the item 
Door Knockers, with sub items of brass, metal, plastic, or solid gold. Sub items let you create a 
hierarchy of items so you can group information about similar items in sales reports and graphs. 
Sub items are purely for your own convenience. They look the same as items on sales forms and 
purchase orders. 
 
EOQ Modeling – QuickBooks supports minor Economic Order Quantity (EOQ) functions such 
as reorder points. This information is useful in producing a list of inventory items that need to be 
re-ordered. 
 
Custom Fields – QuickBooks provides only 5 custom fields for inventory items, but they work 
the same way as other custom fields found elsewhere in the system. The screen where these 
fields are set up is shown below: 



 

Copyright 2005, AdvisorCPE – www.QuickBooksAdvisor.info   6699  

 

  QuickBooks for CPAs 2005 
 

 
 

Price Levels – You can use price levels in two different ways. You can apply a price level 
directly to items on a sales form or you can associate a price level with a customer. If you 
associate a price level with a customer, whenever you create a sales form for that customer, items 
will automatically appear with the new amount. 
 

 
 
Price levels let you automatically increase or decrease inventory, non-inventory, and service item 
prices. You create price levels, then use them on sales forms to adjust the price of an item. For 
example, you might create a price level called "wholesale" and specify a decrease of 20%. Then 
when you sell an item and attach the "wholesale" price level, the amount of that item is 
automatically reduced by 20%. For each price level you create, you assign a name and 
percentage of increase or decrease. You can use price levels on invoices, sales receipts, sales 
orders, or credit memos. When you apply a price level to an item on a sales form, the adjusted 
price appears in the Rate column. You can also assign price levels to customers and jobs. Then, 
whenever you use that customer and job on a sales form, the associated price level is 
automatically used to calculate the item price. 
 
Price levels associated with customers will not automatically be used when reimbursable items 
are added to invoices or sales receipts or when invoices are created from estimates. In both cases, 
the item amount you originally entered will be carried over. You can then manually adjust the 
rate, using price levels, after the invoice or sales receipt has been created. 


