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Abstract

this research demonstrates how proper management of intellectual capital can improve the management of
hidden costs in public entities, providing the concept of intellectual capital and hidden costs and exploiting the exis-
ting intellectual capital measurement models, especially the Queiroz model (2003) which proposes the analysis of five
variables for the public sector (human capital, internal organization, external relations, quality and transparency). This
research presents a case study at the Fluminense Federal University - Niterdi (Brazil) with the application of a question-
naire based on the Queiroz model, in order to highlight the contribution that the management of intellectual capital can
provide as an auxiliary tool in the detection, prevention and administration of the hidden costs. The results allow the
identification of existing dysfunctions, from poor management of intellectual capital, which contribute to the construc-
tion and perpetuation of a negative culture for existence of inefficient procedures and lack of regulation and control.
Replication of this study in other institutions will check on the management of intellectual capital and what points need

to be taken care to control existing dysfunctions and thus minimize, or even not generate hidden costs.
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1. INTRODUCTION

Decades ago, the supply of information was more res-
tricted and knowledge was considered the privilege of a
few. Currently, information and knowledge are conside-
red competitive advantage. Companies able to identify,
evaluate and manage knowledge effectively generate
high-performance (Stefano et al, 2014). In this sense,
the difference is how to manage the information and its
sources and use them strategically, both for the organiza-
tion and for the individual it entered.

Knowledge (Florentino, Mexas and Abdrade, 2014;
Stefano et al, 2014; Moreira, Violin et Silva, 2014), toge-
ther with the information, experiences, relationships and
others make up the intellectual matter, i.e. the intellec-
tual capital which can be used in generating wealth; it is
becoming an important issue not only for academics but
also for governments, regulators, companies, investors
and other interested parties (Stefano et al, 2014).
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In this sense, the intellectual capital is considered a
resource that provides competitive advantage for orga-
nizations (Lima et Ferreira, 2012; Florentino, Mexas and
Abdrade, 2014; Moreira, Violin and Silva, 2014).

For Joia (2001), management of intellectual capital
in public organizations can collaborate to disseminate
knowledge, and improve server performance by reducing
rework and increased productivity.

However, many of the newly inducted professionals do
not get access to the information necessary to meet the
specific routines of their duties precisely because such
knowledge is retained with servers that occupied the
positions previously (Sousa, 2015). Thus, it is assumed
that the quality of services may be compromised and
thus generate unforeseen costs initially. Such costs can
be considered hidden costs. That is, those originating in
the inefficiency of management (Savall et Zardet, 2004;
Miller et Vollmann, 1985; Lima, 1991; Freitas, 2007; Sa,



2007; Severiano Son, 2007; Zaccarelli et al, 2008; Silva et
Severiano Son, 2011; Martins et al, 2013).

According to Santos (2003), the study of hidden costs
may prove of great value, while this will identify where
there are dysfunctions which tie the growth and quality
of service delivery.

Severiano Filho et Silva (2011) add that the study of the-
se costs is important for all types and size of businesses,
regardless of the economic sector (industry, commerce,
public services, hospitals, banks and consulting firms).

Therefore, from the perspective of strategic manage-
ment, it is recommended that the hidden costs are iden-
tified, sorted and evaluated individually and jointly, chec-
king for effective management requirements on them.

Given the above, it is asked: how the management of
intellectual capital can contribute to the administration
of the hidden costs in the public service?

Thus, the objective of this research is to highlight the
contribution that the management of intellectual capital
can provide as an auxiliary tool in the detection, preven-
tion and management of hidden costs.

For this, there was a case study in the Department
of Accounting and Finance of the Fluminense Federal
University and related areas, with the application of a
questionnaire-based method of recognition and measu-
rement of intellectual capital in the public sector.

The research was structured as follows: this chap-
ter, which brings the introduction of the study; the se-
cond chapter, which enabled a review of the literature
on intellectual capital, public administration and hidden
costs; the third chapter, where the research methodo-
logy is presented; the fourth chapter with the presenta-
tion and analysis of results; and the last chapter with the
final considerations.

2. THEORETICAL FRAMEWORK

2.1 Management of intellectual capital

Intellectual capital expression has been used in the li-
terature to refer to intangible assets (Vargas et al, 2008).
In this sense, Brooking (1996) defines intellectual capital
as a combination of intangible assets, fruit of changes in
the areas of information technology, media and commu-
nications, bringing tangible benefits for companies and
enable their operation, and may be classified as market
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assets, human assets, infrastructure assets and intellec-
tual property assets.

In the process of evaluating a company, by measu-
ring their total value usually does not distinguish what is
tangible value and what is intangible. Attributing to the
intangible difference between the total value (assessed
value by the market) and the book value, which is deter-
mined via the balance sheet (Lima et Carmona, 2011).

For Sveiby (1998), intellectual capital is like an invisi-
ble asset. The management of this asset begins when it
sees the company as if it were structured by knowledge
and not just the capital.

Edvinsson et Malone (1998) make an analogy between
intellectual capital and a tree: what can be seen in a tree
(flowers, fruits, leaves, branches and trunks) is the con-
tent of the balance sheet; what is invisible (roots and
heartwood - what feeds and makes the tree grow, gives
color to the flowers and leaves, taste the fruits and resis-
tance branches and trunks) is compared to the intellec-
tual capital.

According to Stefano et al (2014), the intellectual ca-
pital is defined as the intellectual matter (knowledge,
information, intellectual property, experience, relation-
ships) that can be used to generate wealth. But contrary
to common sense that intellectual capital is the result of
subjectivity and how each sees and evaluates the com-
pany, this capital is real and comes from high investments
in human capital, research and development, constitu-
ting what is you can call “the core of the knowledge eco-
nomy” (Lima et Carmona, 2011).

As the sources to be searched can be several ways
to compose the structure of the intellectual capital, for
example: individual capital (Gummesson, 1998), human
capital (Stewart, 1998; Edvinsson et Malone, 1998; Roos,
1998; Stefano et al , 2014), structural capital (Gummes-
son, 1998; Stewart, 1998; Edvinsson et Malone, 1998;
Stefano et al, 2014), organizational capital (Roos, 1998),
capital relationships (Roos, 1998; Stefano et al, 2014) ,
capital renewal and development (Roos, 1998), customer
capital (Stewart, 1998).

The individual capital and human capital concern the
employees, their characteristics, knowledge, training
and relationship network. Structural capital corresponds
to the characteristics belonging to the company and its
relationship with the environment, whether internal or
external, as well as its image, system and network of re-
lationships. Organizational capital is related to the inter-
nal structure of the company. While the relationship of
capital and the capital of clients refer to the company’s
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relationship quality with its customers and partners and
capital renewal and development is associated with the
company’s innovativeness.

For Gummesson (1998), Edvinsson et Malone (1998),
human capital and structural capital interfere with the
creation of enterprise value, the latter being, in the opi-
nion of Stefano et al (2014), an active valuable strategic.

Stewart (1998) points out that the structural elements
of intellectual capital interact with each other and may
increase or decrease each other.

Stefano et al (2014) point out that the interdependen-
ce of these elements and the management of knowledge
flow between them enables the organization to get the
highest return on their intellectual capital, in the case
of intrinsic knowledge to the organizational value chain.

The literature revision on intellectual capital conver-
ges to the conclusion that knowledge is the main item
of intangible assets of organizations and is embedded in
human capital. Therefore, it is necessary to invest and
create a set of conditions that will allow develop the hu-
man capital of a company.

These assets are of increasing importance to the crea-
tion of business value in all types of processes of organi-
zations.

Organizations need to be able to manage intangibles
in order to grow and be sustainable, presenting these in-
tangible assets as the basis for an organization’s innova-
tion capacity and, therefore, the primary source of futu-
re economic benefits (Stefano et al, 2014).

For Santos (2009), there are several factors that
influence the capture, creation, dissemination and
knowledge of storage in organizations. They are: orga-
nizational culture, organizational structure, information
systems, training program, mapping knowledge, talent
bank, policy and guidelines, document management
and access to explicit knowledge (manuals, instructions,
standards and information technology tools).

Even in the public sector it is important to manage
knowledge because, according to Stewart (1998):

[...] Knowledge has become the main ingre-
dient of what we produce, we do, buy and
sell. To find and stimulate intellectual capital,
store it, sell it and share it, or manage it, it has
become the most important economic task of
the individual companies and countries (Ste-
wart, 1998, p. 11).

While the private sector implements knowledge
management in order to profit increasingly, public ad-
ministration primarily seeks quality, efficiency, social
effectiveness and economic and social development (Ba-
tista, 2012). For this author, the effective management
of knowledge in public administration helps organiza-
tions meet new challenges, implement innovative ma-
nagement practices and improve the quality of proces-
ses, products and public services for the benefit of the
citizen-user and society in general.

Moreira (2004) argues that public institutions must
pay attention to their servers as leveraging elements of
results within the organization, as people who make a
difference and make this organization is distinct from the
others. For this to happen, it is necessary that they are
valued. This includes, among other things, be trained,
developed, socially integrated, motivated, paid with dig-
nity and encouraged to participate in decisions.

By itself, the intellectual capital is not relevant or use-
ful. Its value must be the understanding that it is a way
to refine the business strategy, providing positive feed-
back (Arthur, 1996). It requires an organizational culture
that is able to create and store knowledge (Stefano et al,
2014).

In this regard, it is important to have a management
system. Rodriguez (2002) discloses management system
as:

[...] the presentation in a structured and
organized manner to how is the integration
between its formal and informal internal sys-
tems that make it ensured compliance with
business strategies supported by people wi-
thin a formal organization of power (Rodri-
guez, 2002, p.156).

It is observed that the management system is compo-
sed of people, processes and technologies. These three
elements are guided by the company’s strategy and cus-
tomers to be reached. Such guidance is through educa-
tion activities and learning best practices and innovative
practices that will boost competitiveness and survival of
the organization.

Each element of the management system can be des-
cribed in a few words, according to the definitions Rodri-
guez (2002) for each:

a) People: represent the behavior that people de-
velop, based on the organization’s culture, beliefs
and values;



b) Process: represent the formal flow of information
systems (formal power structure with hierarchical
levels) and decision-making processes (standards
and procedures); and

c) Technologies: is represented by infrastructure
software and equipment necessary for the flow
of information.

The harmonious integration of people, processes and
technologies in the organizational environment is a ma-
jor factor for the success of any management system.
Otherwise, the service to business strategy will be se-
riously compromised.

The attempt to adopt the management of intellectual
capital and management system or as any other com-
ponent, according to Ferreira (2007), should undergo a
strategic reflection on the current context of public sec-
tor situations and conditions under which it is submitted,
among them:

a) Animage worn to the population;

b) Casts administrative procedures, or without ra-
tional standards established for the service;

¢) Turnover in charge and conduct of decisions;

d) Misinterpreted legislation brings many people to
the problems rather than help her;

e) Effective servers realize lower remuneration than
those who are not of permanent staff or who are
appointed in commissioned positions (temporary
political office), demonstrating a lack of logic in
the remuneration. Logical that this is also reflec-
ted in wage discrepancies between even by pro-
fessionals in different organs; and

f) Differences in the quantity of employees with
disproportion in relation to demand, influencing
the environment and organizational climate not
suited to the information and knowledge sharing.

Moreira et Costa (2005) state that - in the eyes of most
ordinary citizens - the public servant to be confused with
the offices where he works, and many of them are dusty
symbols of bureaucracy.

According to Martins (2003, p. 41), the server should
be considered “partners since become suppliers of
knowledge, skills, ability and intelligence and become
the intellectual capital of the organization.”
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Public institutions need to be more flexible, adapta-
ble and ready to apply new procedures with agility. Still
need to be consistent with the aspirations of the people
for self-respect and self-realization, allowing greater pro-
fessional awareness and greater self-esteem. They also
need to rationalize activities and seek creative ways of
acting (Moreira et Costa, 2005).

Queiroz (2006) presents some peculiarities of the pu-
blic sector that may reflect the implementation of the
management of intellectual capital, which are stated
briefly below:

a) In the public sector, it is under the encourage-
ment of the adoption of new management prac-
tices because of the low level of competitiveness
in relation to the private sector;

b) The objectives of public institutions are diverse
and intangible. The goals are not quantifiable in
monetary terms and are difficult to see;

c) The tangibility level of resources involved in the
public sector is much smaller. The main activity is
the provision of services, where knowledge and
human resources prevail;

d) Social responsibility is required the most as one
of its objectives and not merely something that
only improves body image;

e) The services are intangible and, of course, the
quality control is different for intangible assets,
which prevents the application of specific proce-
dures for valuation of intangibles such as the de-
gree of user satisfaction;

f) Lower margin of flexibility to the decisions of
managers due to the principle of legality and of
the obligation of transparency of the acts, which
makes more complex the implementation of con-
cepts of intellectual capital in much of the public
sector;

g) Lessurgency to quantify intellectual capital favors
practical application, as in the private sector eco-
nomic objectives undertake to quantify the intan-
gible; and

h) Accountability required the company to meet
the demand of taxpayer information and to meet
mandatory standards of presentation of social
and economic results of the application of public
resources.
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2.2 Models for measuring intellectual capital in the
public sector

Among the methods developed exclusively for the
public sector is the model proposed by Caba et Sierra
(2001), based on the European Foundation Quality Ma-
nagement Model (EFQM) using its elements distributed
in three blocks: human capital, structural capital and re-
lational capital.

One can also cite the measurement model of intellec-
tual capital SICAP (2004), which was developed by the
European Union especially for public administration with
a proposal to facilitate the efficient management of pu-
blic services. The model identifies a structure of three
components of intellectual capital: human capital public,
structural capital and relational capital.

There is also the model Intangible Assets Statement
of Garcia (2001), which took as references the Model In-
tangible Assets Monitor of Sveiby (1997) and the Intelect
Euroforum (1998). In this model, there is no financial
section referred to as intangible investments that do not
comply with the requirements to be considered as an as-
set accounting.

This proposal supports the most detailed knowledge
of these intangible assets and favors the establishment
of a well focused strategy to them. The model of Garcia
(2001) also uses the three dimensions of intellectual ca-
pital: human capital, structural and relational, and hence
derive several indicators with objectives to demonstrate
and measure, among others, the efficiency, effectiveness
and excellence of services provided to citizens.

In short, most models structure the intellectual capital
from three constructs: human capital, relational capital
and structural capital. This composition can be expanded
to meet the public area, as there are other important as-
pects that should be addressed in the analysis of intellec-
tual capital. This does not happen with the justification
that the greater the number of constructs will be better
the model, but the fact that, being able to evidence rele-
vant to the public sector, more enriched and objectives
will be demonstrated results.

2.2.1 Intellectual Capital Model of Queiroz (2003)

An interesting method of measurement for the public
sector is proposed by Queiroz (2003). The author belie-
ves that the existing models to measure the intellectual
capital of the private sector, if they suffer adaptations
can be availed in the public sector. Based on this assess-
ment, he proposed a model that could contribute to the

analysis and management of intellectual capital in the
public sector.

It is important to point out that this model has among
its objectives, to check the performance of the organiza-
tion, seeking to improve the quality of service and achie-
ve excellence in management. This way allows you to de-
fine, develop and measure indicators of intangible assets
that enable us to measure and evaluate the potential and
quality of results, and adapt to the peculiarities of each
organization.

Given these possibilities, the model was applied by
Queiroz (2003), initially to evaluate the intellectual capi-
tal of public agencies in the city of Madrid, Spain. After
that, it was used by Mello et al (2003) for evaluating intel-
lectual capital of the web pages of Brazilian legislatures.

The same model was used by lgarashi et Igarashi
(2008), in a study that aimed to operationalize it, trying
to find what their contribution to the management of
intangible elements in the support department of a pu-
blic bank active in all of Brazil. Later, Igarashi et al (2011)
analyzed the model application viability (originally deve-
loped for the public sector), in a private company provi-
ding computer services in Santa Catarina, Brazil.

The model approach focuses on intangible elements
that are at the strategic level of public or private insti-
tutions. But before achieving excellence and quality at
the strategic level, it is necessary to overcome the ope-
rational and intermediate levels that necessarily involve
the financial controls of accounts, budget adjustments,
resource economy, effectiveness and efficiency.

In the construction of this model, the author suggests
the inclusion of two important intangible groups and in-
dispensable to the public sector: the quality and trans-
parency. Furthermore, it takes the three dimensions of
intangible assets presented by Sveiby (1998): employee
competence, internal structure and external structure.

In this way, it is going to present, in more detail, the
model Queiroz (2003), shown in Figure 1, where they are
shown the five components of intellectual capital in the
public sector.

a) Human Capital - is the ability of civil servants to
solve problems, innovate solutions and improve
the efficiency and effectiveness of the agency
they work for. When there is technical stagnation,
accommodation servers, demotivation, or when
there are frequent political changes that interfere
with the organization, these facts lead to a de-
crease in human capital;
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Figure 1 - Intellectual Capital of Queiroz
Source: Queiroz (2003).

Internal organization - The existence of a manage-
ment and organizational control system, rational
and logical processes, well suited to the bureau-
cracy - in order to exploit its virtues, assisting the
decisions - show a high degree of internal orga-
nization. The technological backwardness, slow-
ness and excessive bureaucracy and irrationality
in the process bring a decrease in this item;

External Relations - include the development and
maintenance of positive relationships with citi-
zens, through the press, suppliers and other go-
vernments;

Quality - The existence of initiatives to measure
the quality of services indicates the presence of
this item. The promotion of positive external rela-
tions with citizens is the starting point to the exis-
tence of an enabling environment for the crea-
tion of quality standards for the public sector. The
level of quality displayed by the public sector is
defined by the level of demand of citizens. There-
fore, the participation of the population is critical
to the quality of public services; and

e) Transparency - This component allows citizens to

know the government’s actions and its perfor-
mance. The more transparent public administra-
tion, the better the degree of control, enabling
the reduction of corruption and the involvement
of citizens on the management. Make public the
greatest amount of information on the internet
indicates transparency of governments.

The inclusion of quality and transparency connotes
recognition of the importance of these two items to the
public sector. It is observed that the quality could be con-
templated under “Internal Structure” and transparency
would be covered under “External Structure” in Sveiby
model (1998). However, highlighting these two compo-
nents, nearer still the model to the interests and princi-
ples of public administration today.

The arrows that illustrate the Figure 1 represent the
trends resulting from the management of intellectual ca-
pital. Up, tend to project the positive result in the achie-
vement of goals. Down point failure in relation to the
components of intellectual capital. The dotted horizontal
lines crossing the arrows demarcate the areas of failure,
inertia and intensity, and the insufficiency an intellectual
passive signal intensity and intellectual active signal.

The negative and positive numbers reflect inadequate
or proper management of intellectual capital. The atti-
tudes of the components of intellectual capital directly
influence the negative or positive appreciation of this
management.

The implementation of the proposal of Queiroz (2003)
provides for the use of a questionnaire for collecting pri-
mary information. From it, identifies the performance
and the score achieved the intellectual capital, from the
perspective of the respondents. Although the data obtai-
ned are quantified scores in their analysis is used only to
qualitative approach.
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Queiroz (2003) highlights the need for each institu-
tion to analyze their specificities and elect, in its process
of managing intellectual capital, the elements that are
more aligned to its strategy and culture.

2.3 Hidden Costs

According Savall et Zardet (2004) the result of a per-
manent and complex interplay between the structure
of the company (tangible or intangible) and human be-
havior can lead to malfunctions, which in turn generate
costs, and these are usually hidden.

Some authors as Falconer et Whitby (1999), Moto-
mura (1999), Femenick (2005), Gold (2005) and Dutra et
Bornia (2009) use the term “invisible”, the other as Sa-
vall: Zardet (2004), Miller: Vollmann (1985), Lima (1991),
Freitas (2007), Sa (2007), Severiano Son (2007), Zaccarel-
li et al. (2008) use the term “hidden”.

The authors that use the term “hidden cost”, do it to
denominate those ones who originate from management
inefficiency, while using the term invisible costs for those
that are inherent in the company’s activities, caused by
internal structural problems or external to the company
and It is evident in comparative degree with the compe-
tition.

This research will use the term “hidden cost”, as it
seeks to investigate the contribution of the management
of intellectual capital in the management of these costs.

According to Femenick (2005), the hidden cost is the
result of an equation that balances the result of optimal
performance with the result of the actual performance
of the company.

For Silva et Severiano Filho (2011), the hidden costs
are an integral part of the production chain. Therefore, it
is of fundamental importance to the study and knowled-
ge of these costs for a good view of the entity’s operation
as a whole.

Herculano (2009) attributes the emergence of the hid-
den costs of a lack of accuracy of costing systems chosen
by companies. Each method has its level of precision and
detail that lead to the omission of various costs, hiding
them.

In another aspect, Lima (1991), Savall et Zardet (2004)
and Freitas et al (2007) address the hidden costs as a re-
sult of the complex interaction between two groups of
variables that interact permanently: the company struc-
tures and human behavior. This interaction does not

always occur that the expected operation, creating dys-
function that need to be regulated; otherwise generate
hidden costs.

Colenghi (2003) presents a complexity of events that
lead companies to malfunction and where waste is more
common: excessive bureaucracy; lack of coordination in
development work; inadequate equipment involved in
the process; inefficiency controls; delays in services to
internal and external customers; inadequate physical
distribution for the activities; duplication of controls;
unsafe and expropriated operations; lack of cooperation
among employees; bad programming of inventory items;
idle personal and disinterested; lack of rationalization of
activities; too many and no controls for the documen-
tation; loss of customers; existence of “central rumors”;
time lost in management; poor service and misuse of the
phone; loss of sales; “business incompetence”; unpro-
fessionalism and incompetence of the governing body,
among others.

For Silva et Severiano Son (2011), these are determi-
nations that are at the same time, the explanatory varia-
bles and solutions for emerging dysfunctions.

They also maintain that the dysfunctions give rise to
hidden costs, which are computed by measuring the eco-
nomic impact associated with absenteeism phenomena,
occupational accidents, staff turnover, product quality
and direct productivity, as shown in Figure 2.

On the horizontal line of the previous picture header
are the four components of the hidden costs, whereas in
the first column are the indicators dysfunctions. In the
list of components to the indicators, identify the hidden
costs generated by malfunctions.

Figure 3 shows the possible areas of action of the ma-
nagement of intellectual capital:

a) Structures - Development of physical structures,
demographic, technological, mental and organi-
zational; and

b) Behavior - Development of cultural, individual be-
havior, categories, acting and lobbying groups.

It can be observed that Figure 3 shows two scenarios,
each illustrated by a geometric figure clover shaped.

In the first, we present an atrophied performance,
arising from the interaction atrophied behavior of indi-
viduals or groups with organizational structures, physical
or technological also atrophied. Such interaction is re-
presented in the left and right flaps.
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REGULATORY ACTIONS
OF DYSFUNCTION

About Salary

Order or Regulation
time

About consumption

No production or Inhi-
bition potential

ABSENTEEISM

Personnel costs due to
the payment of compen-
sation for low

Personnel costs due
to the administrative
treatment of shortages
process

Cost of operation of the
administrative treatment
of process faults

Work that is carried out
by a lack of people and/
or their replacements

ACCIDENTS

Payment of health costs,
insurance and personnel
expenses due to the pay-
ment of compensation
for low

Personnel costs due to

the administrative pro-

cess of the treatment of
accidents

Cost of operation of the
administrative process of
accidents

Work that is carried out
by a lack of people and/
or their replacements

NO QUALITY

Personnel costs without
work return as expected

Personnel costs due to

the time of evaluation

and regulation of the
situation

Cost additional operation
for task repeating

Work was to be done by
virtue of the task repeats

NO PRODUCTION

Cost with personal
without retribution staff
ike expected and person-

nel for maintenance
activities or malfunction

Personnel costs due to

the time of evaluation

and regulation of the
situation

Constant fixed operating
cost without production

Work that could have
been done and was not
for lack of production

PERSONNEL ROTATION

Personnel costs without
work return as expected

Monitoring provided by
responsible for training

Cost of training and ope-
ration due to repeated
learning phase tasks

Work that could have
been done and was not
due to inexperience

Figure 2 - Regulation of malfunctions

Source: Savall; Zardet (2004).

The interaction between these two areas (behavior
and structures), causes dysfunctions caused by the con-
ditions and organization of work, loss of time and non-
-adherence to the company’s strategy.

These dysfunctions cause absenteeism, accidents,
staff turnover, low product quality and loss of producti-
vity. Dysfunctions and the results are shown in top and
bottom flaps.

On the left and right Tab Figure 3 (behaviors and struc-
tures) are represented the priorities of the action of the
management of intellectual capital.

In the second clover presents a scenario under the in-
tervention of intellectual capital management: with the
development of behavior and structures, it may be possi-
ble to reduce the dysfunctions. Thus, there is a reduction
of hidden costs, making the organization’s performance
is more efficient and is towards the pursuit of excellence.

3. RESEARCH METHODOLOGY

3.1 Research Method

Considering that research objective was to demonstra-
te the contribution that intellectual capital management
can provide, as an auxiliary tool in the detection, preven-

tion and management of hidden costs, we began the re-
search with the literature review in order to find scien-
tific articles, theses and dissertations that contribute to
the understanding of the concepts of intellectual capital
and hidden costs, and allow check for models to measure
intellectual capital, mainly in the public sector. For this,
searches were carried out by keywords: intellectual capi-
tal, hidden costs, publicadministration and public service.

After checking the measurement models found in the
literature review, we sought to identify the one that best
fit the purpose of the research. The most suitable was
the model for measuring the intellectual capital to public
service of Queiroz (2003).

Then, in order to obtain the necessary information
and apply them to the model of intellectual capital ma-
nagement was used questionnaire prepared from clas-
sified elements in the model, with closed and objective
statements, where the respondent could express their
level of agreement with the displayed phrases.

It was decided to apply the questionnaire in the areas
of planning, budgeting, accounting and finance a federal
institution of higher education in the city of Niterdi, Rio
de Janeiro.

Armed with the answers, the results were collected
and analyzed in the light of the concepts of hidden costs,
their types and origins as well as its relationship with the
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components of intellectual capital. From this analysis,
it is expected to reach possible answers to the question
about the contribution that the management of intellec-
tual capital can offer to minimize the hidden costs in pu-
blic administration.

The research method used was the study of descripti-
ve case, which aims to describe the current practice (Col-
lis et Hussey, 2005).

3.2 Collection, processing and analysis of data

There are various methods of collecting data. In this
study, the method chosen was the questionnaire. Ac-
cording to Collis et Hussey (2005), a questionnaire is a
carefully structured list of questions, in order to extract
reliable answers given sample to find out what a certain
group does, thinks or feels.

To reach a larger number of respondents, the ques-
tionnaire was sent electronically. In addition, in order to
strengthen the analysis and, where necessary, interviews
were conducted with managers (directors, managers and
heads) in order to obtain further information on the per-
ception of this hierarchical level as the management of
intellectual capital.

So that there was flexibility in the answers of respon-
dents, we used the Likert rating scale. According to Col-
lis et Hussey (2005), this scale allows respondents deem
more discretionary responses, stating whether they have
an opinion on the subject. In addition to allowing it to be
given a numerical value to the opinion.

To the degree of agreement are assigned numerical
values on a five-position scale stipulated values -2, -1,
0, +1, +2, and its extremes: position 1 with weight -2 =
strongly disagree and 5 position with weight 2 = strongly
agree.

To calculate the value of the answers (VRF) the amount
of responses will be multiplied in each position (QRP)
by the corresponding weight assigned to that position
(PAP), represented by the following equation:

VRF = (QRP x PAP)

After that, a final value will be assigned to the set of
responses (VFR), which will by summing the values for
each response provided (VRF) represented by the for-
mula:

VFR = X VRF



Finally, to obtain the simple average of each state-
ment will be necessary to divide the final value of the
response by the total responses according to the follow-
ing formula:

Average Affirmative = VFR / 3QRP

Every ten affirmative group will be held by the de-
termination group because each group is a component
of the intellectual capital of the proposed model. This
calculation corresponds to the second stage of calcula-
tions, which will be held the sum of the average of the
ten statements and the result divided by ten.

3.3 Limitations of the study

The institution chosen to be case study object was the
Fluminense Federal University (UFF), located in the city
of Niteroi, state of Rio de Janeiro.

The results can not be generalized because it is the
research of a case study that reflects the reality of one
sector.

In addition, the five components studied by Queiroz
(2003), we chose to work only with the human capital
and the internal organization.
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The questionnaire was conducted on a sample of 51
servers that act in the Planning Pro-Rectory of the UFF,
distributed by areas of planning, budgeting, finance and
accounting. Of the 51 questionnaires, 46 returned ans-
wered, corresponding to 90% return.

4.1 Individual factors

From the answers obtained from the questionnaire, it
was possible to draw a profile of the respondents.

It may be noted that, of the 46 servers that responded,
37% are male and 63% female. Since the total number of
servers, 80% have up to 10 years of service. This makes it
clear that this is an area with workforce renewed by hi-
ring new workers. The remaining 20% are around the age
of requesting the right to retirement. Which means, on
the one hand, future renewal on staff and on the other,
possible loss of knowledge, if it is not being properly sto-
red or transmitted to staying.

Moreover, it was observed that the respondents, 24%
were heads, while 76% had no management role. Most
respondents have higher education (87%) and only 13%
average level of training. However, 39% are in the po-
sition that requires higher education, 59% in mid-level
positions and 2% in fundamental level positions.

>FORMATION

>COMMITMENT
>PARTICIPATION
>INDEPENDENCE OF OFFICERS

1 2 3 1 5 6 7 8 9 10 /\

100 INTENSITY

INTELLECTUAL
ASSETS

MEDIA 0 INERTIA

INTELLECTUAL
PASSIVE

-0,27

-100 FAILURE

h 4

>STAGNATION
>ACCOMMODATION
>DEMOTIVATION
>POLITICALINSTABILITY

Figure 4 - Component Result Human Capital

Source: Adapted from Queiroz, 2003.
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4.2 Component human capital

Figure 4 shows the calculation for the human capital
component, whose mean response was -0.27. Because
it is a public institution service provider, this element is
the most important, given that the assets and structures
(tangible or intangible), according Sveiby (1998), have
their origins in the organization’s staff and depend on it
to continue to exist.

After analyzing the responses provided on the ten sta-
tements regarding the human capital of the institution,
it was found that the phrase No. 5, which deals with the
use, by department, assessing the performance of ser-
vers, was the one that had the best score in full agree-
ment. But in interviews with the responsible managers,
the motivation and the utility of evaluation, it was found
that the fact that motivation for performance evaluation
is not related to the management of intellectual capital,
but the legal aspect, since it is held to meet the law No.
8112/90.

The level of integration and exchange of knowled-
ge between the servers has been addressed in the first
statement, with 70% of respondents agreeing partially
or fully with the statement. This shows that among the
servers, professional relationship is good and there is a
healthy partnership in the implementation of work.

This collective behavior (exchange of knowledge) may
be the result of the recommendations given by the de-
partment to employees participating in training courses
and professional development. According reported in an
interview given by the direction of the department, the
servers are aware that should be multipliers of knowled-
ge who purchase during the courses sponsored by the
University.

The incentive to employees to participate in further
training and professional development courses can be
checked with the analysis of affirmative No. 4 (The de-
partment encourages and sponsors their employees to
participate in courses.), which obtained positive perfor-
mance, where 56% of respondents agreed partially or
fully with the sentence.

Now with reference to the organizational environ-
ment, the perception of respondents is that there is
concern on the part of managers to verify how is the or-
ganizational climate, the motivation and satisfaction of
servers. The degree of agreement with the No. 6 phrases
(The department conducts research to check on the or-
ganizational climate, motivation and satisfaction of their
servers.) and No. 7 (The department encourages projects
and events aimed at the welfare of servers and impro-

ve the organizational climate) that address these issues,
showed the highest negative score: 74% of respondents
disagreed partially or fully the department checks perio-
dically as is the organizational climate.

According to Sorio (2005), do not know the organiza-
tional climate of the institution does not allow the crea-
tion of an information base that allows defining an action
plan to improve it and increase productivity. As a result,
place the professional intrigues driven by individual pla-
cement, malaise, low production and turnover of people,
generating costs of non-production and hiring and trai-
ning costs for surrogate servers.

A relatively large number of respondents disagreed
with the constant statements in phrases No. 8 (The
department’s practice to use meritocracy for appoint-
ments in managerial duties) and No. 9 (The department
consults with the servers on projects and actions to be
developed), results also contributed to lower the average
human capital.

Concerning the allocation of the servers, the question
object No. 10 (The servers of the department are well
allocated to their duties in order to facilitate the use of
their skills and abilities), it appears that there is division
of opinion, making clear that there may be savvy and
good level of competence people not being utilized pro-
perly. On the other hand, there may be appointments to
leadership functions without using the criterion of pro-
fessional meritocracy.

The fact of not knowing harness and properly direct
the internal talent can significantly undermine the morale
of the team and heads. Each server should be encouraged
to seek the improvement of the knowledge and professio-
nal development, deriving that the quality of services and
satisfaction of clients served, in addition to sure that can
be recognized professionally and valued for their actions
on the occasion of new appointments server.

From the degree of agreement obtained with the sta-
tements of this block related to human capital, it was
possible to conduct an analysis of existing negative as-
pects, identifying the affected area and the hidden costs
generated, presented in Table 1.

It is noteworthy that the GESPUBLICA program of the
National Public Management Secretariat (BRAZIL, 2005)
has, among its grounds, participatory management,
which determines a managerial attitude of leadership
that seeks the maximum cooperation of the people, re-
cognizing the capacity and differentiated potential of
each and harmonizing individual and collective interests,
seeking the synergy of teams. So people take ownership
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Table 1 - Negative aspects and Hidden Costs in Human Capital

HUMAN CAPITAL

UALIFIED
NEGATIVE ASPECT DETERMINED Q AFFECTED AREA RELATED COSTS
AVERAGE
. . . Poor Management, Not Quality, Not
It does not perform probationary period 0,46 Human Resources and Quality Production, Bad administration time
It does not carry out organizational climate 13 Human Resources and Mana- Rotating staff and Poor Climate
survey ! gement Management and People
It does not encourage welfare project and 074 Human Resources and Mana- Rotating staff and Poor Climate
improving the organizational climate ’ gement Management and People
Do not use meritocracy in leadership ap- 054 Human Resources, Manage-
pointments ! ment and Quality
Do not consult the servers on projects to be 0,96 Management Bad management
developed

Source: Own elaboration (2016)

of the challenges and work processes in which they par-
ticipate, make decisions, create, innovate and give the
organization a healthy organizational climate.

According to Moraes (2004) employee participation in
the process of decision making and in the resolution of
problems provides further integration with the institu-
tion, increased safety and confidence of employees. The
lack of such participation will directly affect the organi-
zational climate negatively, generating rumors, boycotts
and politics.

4.3 Component Organizational Capital

The component organizational capital had an average
score of -0.32 calculated, as shown in Figure 5, making it
clear that this component also needs improvement ac-
tions for performance management in the organizational
aspect.

The delay in decision making and implementation of
agreed solutions was treated in question No. 11. The
answers offered to this question often indicate that deci-
sions are postponed to another time and, in many cases,
this other moment is not the most timely and appropria-
te. Because of this delay, end up hurting the implemen-
tation of solutions which, if decided before, would bring
better results and would be implemented with more
time available to them.

The question No. 12 also has a high degree of division
of opinion and deals with the online availability of in-
formation, manuals and forms over the internet. Many
disagreed servers that this information is available and
can be easily found while others reported the opposite.
This division of opinion already reflects the lack of infor-
mation on the subject.

After analysis of the phrase No. 12 respondents pro-
file, it was observed that the possessor’s server ma-
nagement functions were those who agreed with the
statement. This indicates that the information may be
restricted to the heads when they should be expressly
disclosed by themselves.

In this line of treatment of the information approach,
it was asked what level of agreement servers could ex-
press for the affirmative No. 13, that the department has
banking solutions and lessons learned for use in similar
cases in the future.

In the overwhelming majority of the responses were
in full disagreement. In an interview with the leaders of
the department, this information was confirmed.

Among the benefits that the practice of lessons lear-
ned can bring are the prevention of the repetition of
errors, improved quality of goods and services by redu-
cing errors, rework and cycle time. According to Stewart
(1998), one of the best ways to increase structural capital
is accumulating lessons learned.

Still in the accessibility of information, phrase No. 15
states that the organizational chart of the department is
available and accessible to all servers, and they are awa-
re of this accessibility. The answers highlight the division
of opinion with slight tendency to dissent, allowing to
conclude that there is little knowledge of this accessibi-
lity.

The lack of knowledge about the organization chart of
the institution limits the servers for the recognition of
their individual responsibilities in the production process
and the importance of their area (section, department,
division, etc.) have in the hierarchy and organization de-
partment (lgarashi, 2011). Furthermore, it should be dis-
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Source: Adapted from Queiroz, 2003.

closed to that, too, citizens can see how this institution is
organized to fulfill their role (Queiroz, 2003).

Despite this administrative organizational ignorance,
the servers know their duties and their colleagues, ena-
bling the operational level work according to these assig-
nments. This was made clear by analyzing the responses
to question 16.

However, this operation takes place subject to a natu-
ral flow of the production process, which was built over
the years without a periodic analysis and mapping of this
flow, seeking to improve it. These findings were made
possible by interviewing the older servers, who explai-

ned how the processes were built and transformed over
the years.

In the words of Alves and Barbosa (2010), the act of
sharing information was established as a type of social
interaction that allows to obtain more agile organiza-
tions, intelligent and flexible, and contributes to an in-
formation culture where more process values if partici-
patory and less individualistic.

In the analysis of question No. 17 (the processes of
the department are well mapped allowing low level of
bureaucracy.) It was observed that 72% of respondents
believe that the level of bureaucracy is high.

Table 2 - Negative aspects and Hidden Costs Internal Organization

INTERNAL ORGANISATION

QUALIFIED
NEGATIVE ASPECT DETERMINED AVERAGE AFFECTED AREA RELATED COSTS

It has no bank of lessons learned -1,37 Management and Quality Obsolescence, Not Quality and Poor

Management
The information of interest to servers are -0.35 Human Resources and Poor management and bad time

not available in a timely manner. ! Management management.

The organlzatl.onal chart Of. the depart- -0,35 Control and Management Poor control and Bad Management

ment is not accessible.
The department does not have well map- -0,93 Management and Quality Bad management and poor control

ped management processes.

Source: The authors themselves.



From the degree of agreement obtained with the sta-
tements of this block related to the internal organization,
it was possible to conduct an analysis of existing negati-
ve aspects, identifying the affected area and the hidden
costs generated, presented in Table 2.

5. FINAL CONSIDERATIONS

Answering the research question “How the manage-
ment of intellectual capital can help in the management
of hidden costs in the public service?”, It was observed
that the management of intellectual capital can contri-
bute to the administration of the hidden costs in the pu-
blic service, with the minimization or assignment of its
existence and the regulation of behavior and atrophied
structures by reducing the hypertrophied dysfunctions
that generate hidden costs in the public service.

For this, it is important to have a participatory mana-
gement, interest in knowing and understanding the or-
ganizational climate, allocate responsibilities properly,
create rules and procedures, adopt transparency, among
others.

It was observed that the entity under study, there is
a good management of intellectual capital. The existen-
ce of inefficient management has serious consequences
for the institution, contributing to the construction and
perpetuation of a negative culture for existence of inef-
ficient procedures, lack of regulation and control. It ge-
nerates unmapped processes that enable their rework,
lost time and high level of bureaucracy.

Thus, it can be concluded that more important than
knowing the perceptions of individuals is to have data
showing which elements of intellectual capital must be
better managed in order to decrease the occurrence of
hidden costs.

The management of intellectual capital becomes more
complex when put into practice in public organizations
where the emphasis is politics and generally planning
sees more immediate results, i.e. in less than four years
to coincide with the electoral mandate its key managers.

It is believed that, in the public sector, it would be ne-
cessary to regulate and control the use of this tool so
that it does not become a justification for unnecessary
and absurd expenses, which, by their nature, are not
easy to measure and evaluate the effectiveness of their
application.

Therefore, it is necessary that the management of
intellectual capital is a constant practice in favor of the
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pursuit of the public administration efficiency, conside-
red by the vast majority of the population as hungry for
taxes and does not offer the contrast in quality to citizen
services.

It is suggested as future research an extension in the
case study, with studies in other institutions in order to
build a more comprehensive picture of the reality of the
intellectual capital management in the public sector. In
addition to searching the reality of the other components
of the model of Queiroz (2003) in public institutions.
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