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oABSTRACT o

The traditional method to variances analysis of direct materials cost doesn't provide
suitable information about the competitive attitude of the economic units from costing
side, and doesn't encourage continuous improvement, therefore, it is no longer suitable
or sufficient for the modern manufacturing environment. Therefore the researcher
believes that the traditional method to variances analysis of direct materials cost should
be developed paying attention to needs and strategies of modern industrial systems for
treatment the criticisms that are directed to this style and improves from role of standard
costing system in supportting of control systems and performance evaluation, and
achievement the strategy of continuous improvement.

Based on the above, the researcher performed a comparative study between the
traditional method and the proposed framework for variances analysis of direct
materials cost, which suits with requirements of the modern manufacturing
environment, and its application to Company of Banias Refinery as a case study.

The researcher reached to series of results, the most important of which are:

e The traditional method for variances analysis of direct materials cost doesn't
refer to movements of inventory of different types.

e The traditional method for variances analysis of direct materials cost doesn't
refer to efficiency of the buying, production and selling processes.

e The reports presented in their traditional from lack any indicators or measures
that enable management to comprehensively evaluate performance and
determine responsibility for variances in a more accurate and objective way.

Key Words: Variances Analysis - Cost of Direct Materials - Production Process.
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