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OBSO Position
OBSO Reduction:

- Technical OBSO is at $251,784, or 37.1% of reconciled inventory

- The franchise in this case study is a General Motors dealership; the 

significance of this information is that the parts department participates 

in GM’s RIM program, whereby the dealership is able to return parts (at 

$0 cost) to General Motors within 15-months from arrival at store.

- There is significant opportunity for OBSO reduction (refer to SWOT 

Analysis, slide 7)



Difference is 8.10% from Financial Statement

  



Parts Gross Profit Analysis
If our gross profit met NADA Guide, we would have made $39,522 more.

Three recommendations to reach NADA Guide:

1. REDUCE OBSOLESENCE: 

We can reduce obsolescence by implementing and maintaining a special-order system that focuses on eliminating special order parts from sitting.  

We can establish policies that eliminate wholesale accounts that are not performing well.  We can also schedule monthly training on our parts 

catalog with our front / back counter team and technicians to help reduce the number of incorrect parts being ordered.

2. FOCUS ON KPI’S (What gets measured, gets done):

What gets measured gets done, what doesn’t get measured gets forgotten.  We will exceed our YTD gross expectations if we continuously focus on 

keeping this departments KPI’s at or above NADA’s guide.

3. EMPLOYEE FLOW CHART

With nine parts employees we will generate an employee flow chart that specifies everyone’s individual tasks with training for each job position.  

This will hopefully help create more efficient parts staff.  If this process does not help generate more gross, we may then have to cut employees.



Parts Department
Employee Flow Chart



Proforma Calculation

Wendy Writer
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Abby Author

Casey Creator Berry Books



max growth



Recommendation: Buy or Pass?
We recommend buying this dealership based on the limited information we have.

Reasons to buy:

1. Sizable parts team in place; we would 
recommend an investment in training

2. Sales distribution has a healthy mix

Recommendations for new ownership:

1. Utilize new mark-up factor to increase GP across 
sales channels, with a focus on internal sales

2. Focus on reducing OBSO position → free up cash 
flow to reinvest towards faster moving, higher 
GP% opportunities


