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INNOVATIONS IN MANAGEMENT
OF THE STATE MATERIAL RESERVE

Oleh M. Chechel!, Alla 1. Bashuk?

Management of the state material reserve is one of the key functions of the modern state and plays an important role in ensuring
national security, especially in the conditions of full-scale Russia’s military aggression in Ukraine. The article examines innovative
approaches to the management of the state material reserve and its importance in solving current problems caused by existing problems
in the specified area. The study analysed the general issues of the functioning of the system of the state material reserve and the main
directions of innovative changes in the state administration that can increase the efficiency and effectiveness of the management of
the material reserve. Several key innovations were identified that will contribute to the implementation of relevant state functions.
The integration of specialised management systems and advanced technologies can optimise processes, increase the accuracy of
forecasts and enable timely responses to various types of emergencies and changing situations. Ongoing review and adaptation of
strategies is essential to meet both urgent and changing needs and to ensure the sustainability of the stockpile management system.
Effective management of state material reserves is essential for ensuring national security, mitigating the consequences of Russia's
military aggression, economic crises, natural disasters and other emergency situations. In addition, the research proves the necessity
of developing an appropriate legislative framework and implementing state policy for the successful implementation of innovative
approaches. The importance of introducing innovative approaches to the management of state material reserves, especially in the
conditions of Russia’s military aggression in Ukraine, is emphasised. By implementing innovations (modern analytical tools, digital
technologies, risk management strategies), a country can strengthen national security, respond effectively to crises, and ensure
the availability of critical material resources to support defence efforts and protect the welfare of citizens. The implementation of
innovations will have an impact on the efficiency of spending state resources, contribute to the progressive development of state reserve
management systems and achieve a more stable and effective functioning of the entire state.
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Statement of the problem. Management of state
material reserves is one of the key functions of the world’s
leading states, which are focused on ensuring economic
stability, security and well-being of their citizens.
Dynamic conditions of national and global markets,
rapid technological transformations and development
of modern society create the need for constant updating
and improvement of approaches to the management of
state material reserves. The current problems of states
are aimed at the effective use and management of their
strategic reserves, and therefore it is necessary to identify
new technologies and strategies that can ensure better
adaptation to changing conditions and achieve greater
efficiency.

Based on the needs of research and implementation
of innovative approaches in the field of state material
reserves management, the key directions may be the use
of modern information technologies, forecasting and
analysis methods, as well as the development of effective

crisis management strategies. Great attention should be
paid to important aspects related to economic efficiency,
environmental sustainability and social responsibility of
the management of state material reserves. In this sense,
great importance should be attached to the analysis of
progressive experiences, scientific research and best
practices, with the aim of identifying new opportunities and
providing recommendations for improving the efficiency
and effectiveness of reserve management. Of particular
importance for the research direction is the increased
requirements for the formation and use of the state material
reserve during the introduction of martial law in Ukraine,
associated with Russia’s military aggression.

In the context of rapid development of digital
technologies and complex global challenges, the
management of state material reserves is becoming more
strategic and requires current approaches to solving
urgent problems. The possibilities of using data analytics,
blockchain technologies and other innovative tools in
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the management process can help automate processes,
increase accuracy and efficiency, and ensure transparency
and efficiency of management.

Analysis of recent research and publications.
Questions related to the study of various aspects of the
management of the state material reserve and the use
of innovative approaches in state administration were
considered by scientists Vashchenko V., Kostenko D.,
Kotovska I., Lutsykiv I., Sorokiska O., Talavyria M.,
Fedorchak O., Chechel O., Shyshak A., Yushchenko L.,
Yakymenko S., and others. Given the relevance of the issue
and taking into account modern needs and requirements,
there is a need for in-depth analysis of certain aspects of
the management of the state material reserve.

Formation of the objectives of the article (task
statement). The purpose of this article is to analyse the
application of innovative approaches in the field of state
material reserve management.

Summary of the main research material. In view
of the Russia’s military aggression in Ukraine and its
consequences, the importance of issues determining
the specifics of the management of the state material
reserve has increased significantly. The management of
the state material reserve is a crucial factor in ensuring
national security and defending the country’s sovereignty.
An effective system of reserve and supply of material
resources helps to ensure the availability of strategic
reserves for defence needs and to support stabilisation
measures in the economic sphere during the period

of martial law. In conditions of military activity and
humanitarian crisis, the management of the state material
reserve is an important means of providing vital resources
such as food, medical equipment, medicines, and other
resources for the civilian population and the military.
Proper management of the state material reserve helps
to ensure the effective distribution of resources in crisis
situations. This involves the planning, coordination,
storage and distribution of material stocks to maximise
the benefit and support to critical sectors of the economy
and society.

The state material reserve, as a set of stocks of primary
importance for the normal functioning of the national
economy and food security, is a rather complex object
of management. For this reason, the state must ensure
a very high level of relevance of the components of the
state reserve, as well as create conditions for their proper,
effective storage and periodic renewal. By its very nature,
the state material reserve includes a number of things,
food, dual-purpose goods, weapons, etc., which together
must meet the priority needs of the state in terms of
resources to ensure socio-economic stability. This requires
complex logistics, operational management based on
network planning technologies, project organisation and
a functional support system, which must be mobile and
effective in responding to situations requiring support from
the state reserve [1].

According to the current legislation, the state reserve
is a stock of material values created by the state, which
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Figure 1 — State-owned enterprises, organisations and institutions
under the management of the State Reserve Agency of Ukraine

Source: [4]
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should be used to meet the needs in a special period
(humanitarian crises, emergency situations, wartime, etc.)
[2]. The state policy in the field of state material reserves
is implemented by the State Reserve Agency of Ukraine
[3]. The structure of the State Reserve Agency of Ukraine
provides for a comprehensive system of storage of material
assets and their possible processing (Figure 1).

The analysis of the nature and content of the
management of the state reserve should be based on the
following initial aspects: the management of the state
reserve is a dynamic process (replenishment, renewal
of reserves); the State Reserve is the strategic economic
potential of Ukraine, therefore it should be actively
involved in economic processes. The management of
the state reserve must be centralised, which means the
need to coordinate the plan and procedure for ensuring
the needs of various state authorities at the expense of
the state reserve funds during the performance of their
functions and powers, including in emergencies and force
majeure situations. This implies the need to implement
technologies of network planning, project management
and adaptive management [1].

Financing of the State Reserve Agency of Ukraine
from the state budget in 2022 was carried out under the
following budget programmes 1203010 "Management
and  Administration of the  State  Reserve";
1203020 "Maintenance of the State Material Reserve"
and 1203040 "Accumulation (increase) of Material
Values of the State Material Reserve" [5].

Consider the situation of the use of the state budget
funds under the budget programme "Maintenance of the
State Material Reserve" in 2023 (Figure 2). As can be seen
from Figure 2, from the planned funds of the general fund
of the budget in the amount of 130091.9 thousand UAH,
129662.6 thousand UAH were actually used (99.7%
of the plan).

Consider the cycles of the use of state budget funds under
the budget programme "Management and Administration
of the State Reserve" (Figure 3). According to [4], 93.8%
of the planned funds from the general fund of the budget
were actually used:

— 10% reduction in expenditures from the General Fund
of the state budget on the basis of the Resolution of the
Cabinet of Ministers of Ukraine of 01.04.2022 No. 401 [7]
for the purpose of allocating these funds to the needs of
the Armed Forces of Ukraine and other military formations
engaged in repulsing the armed aggression of the Russian
Federation and protecting the State;

— forced recovery of oil supply debts by the Head
Office of the State Treasury Service of Ukraine in Kyiv
based on orders of the Commercial Court in favour of
PJSC Ukrnafta, which deprived the State Reserve Agency
of Ukraine of the opportunity to use the general fund
allocation for its intended purpose.

Here an analysis of the use of state budget funds
under the budget programme "Accumulation (increase) of
Material Values of the State Material Reserve" is carried
out (Figure 4). As a result of the martial law imposed in
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Figure 2 — Use of state budget funds under the budget programme
"Maintenance of the State Material Reserve' in 2022, thousand UAH
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Source: [4-6]

connection with the full-scale invasion of the Russian
Federation on the territory of Ukraine, the State Reserve
Agency of Ukraine did not renew and replenish the
material assets of the state reserve, which is explained by
the absence of a plan to renew and ensure the release of
the material assets of the state reserve in accordance with
the decisions of the Cabinet of Ministers of Ukraine. There
was also no need to conduct an expert assessment of the
value of the state reserve materiel to be sold because there
was no plan to update and hold auctions for the sale of
disarmed material assets of the mobilisation reserve [4].

965,55

The main financial indicators of the activity of
enterprises under the control of the State Reserve Agency
of Ukraine in 2022 are shown in Figure 5. The main reasons
for unprofitability are a decrease in the volume of provided
services, a difficult financial situation, a low load of donor
raw materials, a lack of working capital for the purchase
of own food raw materials and the presence of debts for
services provided for the storage of material assets of the
state reserve.

Based on the analysis of the available data for the year
2022 on various areas of management of the state material
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Figure 4 — Use of state budget funds under the budget programme
"Accumulation (increase) of Material Values of the State Material Reserve"
in 2022, million UAH

Source: [4-6]
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Figure 5 — Key financial indicators of the enterprises managed
by the State Reserve Agency of Ukraine in 2022, million UAH

Source: [4]

reserve and the activities of enterprises subordinated to
the State Reserve Agency of Ukraine, it is possible to
draw a conclusion on the presence of a significant range
of both systemic problems and situational complications
associated with the introduction of martial law, legal
proceedings, etc. It should be noted that such a difficult
situation in the system of state management in the sphere
of the state material reserve appeared long ago.

It would be appropriate to refer to the results of the latest
audit of the effectiveness of the management of the state
material reserve, which was conducted by the Accounting
Chamber in 2019 based on the results of the State Reserve
Agency of Ukraine in 2017-2018 [8]. The Accounting
Chamber found irregularities in the use of budget funds;
inefficient management of material assets, which caused
damage to the state; provision of free services; poor storage
of valuables; failure to impose sanctions on suppliers who
breached contracts; and violations in the activities of
business entities subordinated to the state reserve.

These problems and their consequences are the
result of the continued use of outdated approaches to the
formation of the state material reserve System, which took
into account the European experience of creating state
reserves to a limited extent. In addition, the condition of
a significant number of objects involved in the system of
state material reserves shows significant physical wear and
tear and non-compliance with modern energy efficiency
and quality requirements. The problem of replenishment of
reserves, their refreshment and control over their storage is
a difficult one [9].

Scientists confirm a number of existing inconsistencies,
which provides for consolidation at the legislative
level of the nomenclature of the state material reserve
of Ukraine; normalisation of the process of approval
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of the specified nomenclature; introduction of uniform
standards and unification of requirements for material
assets; consideration of NATO standards when forming
the mobilization reserve. In another direction, there
are questions about the possibility of reserving funds,
involving producers in the storage of products, speeding
up decision-making, increasing the transparency of the use
of state budget funds, strengthening the responsibility for
maintaining reserves [ 10-12].

Thus, the problems that have arisen with the
replenishment, renewal, system of protection, monitoring
and modernisation of the general standards in the System
of Material Reserves require the search for innovative
approaches to the existing system of management of the
state material reserve of Ukraine. These needs should be
based on a general vision of innovative models, tools and
means used in the public administration system. Their use
is appropriate, taking into account the need to implement
the general functions of the State, which will contribute to
forecasting, organisation, accounting and monitoring in the
field of state material reserves.

Scholars note that the public sector is less innovative
than the needs of social development require. The public
sector demonstrates insufficient innovation due to the lack
of incentives. In addition, the institutional environment
of the public sector is different from that of, for example,
the private sector. The main problems faced by the state
are: the need to perform functions and provide quality
public services based on the reality of limited resources
and operational capabilities; insufficient accountability,
transparency and efficiency of state authorities; the need to
respond adequately to the demands of individual economic
sectors, enterprises and citizens for greater participation
of interested entities in the public sector. According to the
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authors, these challenges require innovative institutional
mechanisms and processes, as innovation is a powerful
and fundamental driver for reform, modernisation and
activation of public authorities [13].

Innovative activities in the system of state administration
are considered as relevant projects for implementation of
innovative forms and methods (normative, organisational)
of management functions of state authorities in the context
of increasing their efficiency and quality [14].

The main task of implementing innovations in public
administration in Ukraine is to develop a conceptual
vision and strategy for the formation of a new quality
of management, which would develop and implement
innovations in conditions of uncertainty. In the context
of ensuring national security, it is necessary to cooperate
with the business sector of state administration bodies, to
finance the development of science, to order and receive an
intellectual product [15].

Innovations in the system of public administration
include activities aimed at obtaining various positive effects
from the introduction of novations (methods, technologies,
organisational and management solutions) in any sphere of
society [16]. Innovations in public administration can be
transformed or new structures, information, financial and
legal management mechanisms, models of interaction of
public authorities with business and the public, new forms
and methods of work of public authorities, management
technologies and tools used in solving contradictions and
problems [17].

Innovative tools in public administration include:
outsourcing; benchmarking; reengineering; electronic
governance; balanced indicator system; new state
administration; management by results; management
by objectives; project management [18]. The main areas
of improvement of the innovation process in public
administration can be: containment, development,
protection, crisis management [19].

Accordingly, the formation and promotion of innovative
solutions in the system of management of the state material
reserves should be carried out primarily at the level of the
legal mechanism by making the necessary changes to the
current legal acts and developing new normative legal acts.

For example, the adopted strategy for the reform of the
state material reserve system for the period up to 2025 [20]
aims to conceptually transform the system and adapt it to
the consequences of a full-scale invasion of the Russian
Federation into Ukraine. The strategy of the reform of the
state material reserve system is focused on the problems
of the industry that have accumulated in recent years.
In particular, it is noted that the state material reserve is
insufficient in terms of the volumes provided; the available
financial resources do not allow for the creation or
updating of the stock of material assets in accordance with
the identified needs; the state management of the stock of
material assets is ineffective; the sectoral legal framework
does not meet modern requirements, etc.

Thus, the reform of the specified area should solve the
accumulated problems due to the formation of a modern

system of accumulation and storage of the state reserve
[21]. It is proposed to create a new central executive body
after the liquidation of the State Reserve Agency, which
will receive other functions and powers. Formation of
the nomenclature of material assets of the state reserve
will take place in directions that contribute to the prompt
resolution of crisis situations by the state: energy (energy
resources, fuel for power generation); defence (fuel and
lubricants, means of protection); food (food and related
products); medicine (medicines). Innovative approaches to
the storage of material assets will be introduced, including
diversification of resources (private bases, territories of EU
countries). Information on stockpiles of material reserves
will be digitised and published in digital resources [22].

In February 2023, the Cabinet of Ministers of Ukraine
approved the draft Law "On State Reserves" [23], which
will allow for the formation of a modern system of creating
material reserves in Ukraine based on flexibility, relevance,
manageability, and other modern approaches. The draft
law defines the powers of the central government body that
implements the policy of monitoring the available values
of the state reserve; the concept of reserves, the procedure
and approaches to the selection of custodians, etc. The
regulatory act improves the procedure for updating material
assets and suggests ways to strengthen responsibility for
the accumulation, storage and use of reserves [20].

Based on the understanding of innovations in public
administration, in the field of state material reserves, it is
possible to implement other innovative approaches that can
improve the efficiency and effectiveness of the considered
processes, which are based on the needs of effective
use of state budget funds, the possibility of operational
management of stocks, control over entities subordinated
to the State Reserve Agency of Ukraine, implementation
of tasks facing the state in the field of material reserve
management. These areas should make extensive use
of digital technologies and software tools in the public
administration system.

The creation of networking platforms where
different actors can share information, resources and
best practices can improve cooperation and coordination
in the management of the state material reserve. This
may include the creation of electronic databases and the
joint development of standards and protocols. The use
of digital platforms and portals for the management of
national material reserves contributes to the centralisation
and availability of information. This allows for the rapid
exchange of data between relevant structures, companies
and managing authorities. Digital platforms can also
include monitoring, analysis and collaborative decision-
making capabilities that facilitate more effective and
collective management of reserves.

The application of modern scientific tools, such as
machine learning, artificial intelligence and data analytics,
can help to effectively forecast the needs associated with
the state material reserve. This will allow to ensure the
optimal number and assortment of reserves, to carry out
risk and opportunity analysis, to make more accurate
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forecasts of the demand for reserves, to optimise the
composition and placement of reserves, as well as to plan
their use taking into account changing conditions. The
implementation of systems based on artificial intelligence
can help to automate the processes of state material
reserve management (forecasting, inventory management,
decision-making based on a large amount of data). The
application of data analytics allows the identification of
trends, samples, patterns and correlations related to the
management of reserves.

The use of digital technologies, in particular the Internet
of Things (IoT), can improve the processes of preserving,
monitoring and managing national material reserves. For
example, the implementation of IoT solutions can enable
real-time monitoring of stocks and storage conditions. This
will allow the monitoring of all transactions related to the
reserves, which will contribute to more effective control
and prevention of fraud.

In the area of managing the government’s material
reserves, it is important to develop and implement risk
management strategies, which include the analysis
and assessment of potential risks and the development
of measures to minimise the impact of risks on the
government’s reserves. In this context, tools such as
stochastic modelling, scenario analysis and stress testing
can be used to assess the impact of various risks on the
state material reserve and to take appropriate measures to
minimise these risks.

These innovative approaches offer new opportunities
for more effective and sustainable management of the
national stockpile. Their implementation can help to
increase the efficiency of reserve use, ensure security and
stability, and reduce the costs and risks associated with
reserve management.

Conclusions. The issue of implementing innovations
that can affect the efficiency of spending state resources will
contribute to the progressive development of state reserve
management systems and the achievement of more stable
and effective functioning of the state. The use of modern
analytical tools, digital technologies and risk management
strategies will allow to: ensure optimal planning of reserves
and their effective use, improve control over stocks, reduce
costs, reduce the number of unreasonable decisions and
increase data security, ensure stability and effectiveness of
reserves in crisis situations.

By using advanced technologies and optimising processes,
it is possible to achieve greater accuracy in forecasting,
increase the speed of response to changes and ensure rational
use of reserves. Integrating the state material reserve with
specialised management systems can help automate processes,
improve accounting and reporting, and provide quick access
to necessary information. This will make it possible to respond
more effectively to emergency situations and ensure the rapid
mobilisation of reserves. Continuous updating and revision of
the management strategies of the state material reserve is a key
success factor. Taking into account new challenges, changes
in the global environment and environmental conditions helps
to adapt strategies and ensure the effective functioning of the
state material reserve, especially during the period of martial
law in Ukraine.

It is important to bear in mind that innovations in
the management of government material reserves must
be accompanied by an up-to-date legal framework and
the implementation of government policy in the field
of material reserves. Legislation and political will are
important success factors for the implementation of new
approaches and for ensuring the stability and reliability of
the system for the management of state material reserves.
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IHHOBAIIIL B YIIPABJIIHHI JEP)KABHUM MATEPIAJIbHUM PE3EPBOM

Ouer Muxounaiiopuu Yeuenn', Aiia IBaniBna bamyk?

Vnpaeninnsa oepocasnum mamepianvhum pe3epeom € OOHIEI 3 KIOUOBUX (DYHKYIU CYHACHOT depacasu i 8idiepac 8adciugy poib
v 3abe3neuenni HayioHanbHOI be3neku, 0coonUo 8 yMosax nosHomacumabroi pociticokoi ilicbkogoi acpecii 6 Ykpaini. ¥ cmammi
00CTIOAHCYIOMbCA THHOBAYIIHE NIOX00U 00 YNPABIIHHA OEPHCAGHUM MAMEPIANbHUM PE3ePEoM Ma 1020 3HAYEHHS Y UPIUEHHT AKMYalb-
HUX NUMAHb, CHPUYUHEHUX HASEHOI NPOOIEMAMUKOI0 Yy 6KA3aHIU cepi. Y docniodcenni npoananizoeano 3a2anbhi NUManHs QyHK-
YIOHYBAHHS cUCIeMU 0EPAHCABHO20 MAMEPIATbHO20 pe3epsy Ma OCHOBHI HANPAMU [HHOGAYIUHUX 3MIH Y 0ePAHCABHOMY VAPABIIHHI, SKI
MOdHCymb nioguumU eekmusHicms i pe3yIbmamueHicms YNpAaeiiHHA MAMeEPIarbHUM pe3epeoM. BuokpemieHo KiibKa KIUYO08UX
IHHOBAYI, SIKE CRPUSIMUMY b Peanizayii 610n08IOHUX QyHKyitl depicasu. [nmezpayis cneyianizoéanux cucmem ynpasiinusi ma nepeoo-
BUX EXHON02Il MOJICe ONMUMIZY8aAmU npoyecu, NIOBULUMU MOYHICIb NPOSHO3Y8AHHS MA 00360IUNb GUACHO Peazysamu Ha Pi3HO20
OOy Hao3euuaiini ma minausi cumyayii. [locmitinuti nepeanad i adanmayia cmpameziii € 8aNCIUBUMU 015 300080 eHHSA AK HA2ATbHUX
nompeo, wjo 3MIHIOIOMbCA, MAaK i 3a6e3nevenns cmitkocmi cucmemu ynpaeninns pesepéamu. Egexmuene ynpasninna oepocasnumu
MamepianeHUMU pe3epeamil € HCUMMEBO BANCIUBUM O/ 3a0e3neyeHHs. HaYiOHATbHOT De3neKu, Nom AKWeHHs HACTIOKI8 pOCiliCbKoT
BIlICHKOBOI azpecii, eKOHOMIYHUX KpU3, CIMUXIUHUX JUX Ma iHwux Haozsuuaunux cumyayiu. OKpim moeo, 00CniOHceHHs: 00800UMb
HeoOXiOHIiCmb PO3PO6AEHHS 8I0N0BIOHOI 3aKOHO0AsUOT basu ma peanizayii 0epicasHol NOAIMUKYU 051 YCRIUHO20 6NPOBAONCEHHSL IHHO-
sayitinux nioxodis. Okpemo niOKpecieno 8adcIugicme 3anpoaoddiceHHs IHHOBAYIUHUX NIOX00i8 6 YNPAGHIHHI 0epicasHUMU Mamepi-
ANbHUMU pe3epeamil, 0COONUBO 8 YMOBAX POCIUCHKOI 6ilicbkosoi azpecii 8 Yxpaini. Bnposadocytouu innosayii (cyuacui ananimuuni
iHCmpymenmu, yugposi mexnonoaii, cmpameeii ynpaesiiHH pUsUKamiL), Kpaina Modce nOCUIUMU HAYioOHAbHY Oe3neKy, eqhekmuero
peazysamu Ha Kpuzu ma 3a06e3nequmu HAs8HICMb KPUMUYHO 8AXACIUBUX MAMEPIATbHUX PecypCié Osl NIOMPUMKU 0O0POHHUX 3YCUTb
i 3axucmy 006pobymy epomaoan. Imniemenmayia iHHO8AYill Mamume 6NIUE HA ePEeKMUBHICINb SUMPAYAHHA OEPHCABHUX PecypCis,
CRpUAMUME NPOSPECUBHOMY PO3BUMKY CUCIIEM YRPABIIHHA 0ePAHCASHUMU Pe3epBaMu A 00CASHEHHIO OLIbuL CMITIKO20 Ul eeKmusHo20
@yHKYIOHYBaHHS CIET Oeporcasu.

Knrwuosi cnosa: innosayii, Oepoicagnuil MamepiaibHuil pe3eps, 0epicashe YNPasiins, CYyuacHi mexHonoail.
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