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                           : 1- Introduction
 1.1. Contextual Background
        Saudi Vision 2030, a change and globalised concept for advancement by the Saudi Arabian government, features advancement in the area of financial sustainability, operational effectiveness, and risk management, particularly in the healthcare sector (Rahman & Al-Borie, 2021). Healthcare spending in the country is an example, which stood at about USD 50.4 billion in 2023, or about 17 per cent of the entire government expenditure (Al Omari, 2024). Mean and while, the most rapidly-developing arm of healthcare IT is now revenue cycle management (RCM): the Saudi Arabia Healthcare Information System Market was estimated to be USD 364.25 Million in 2024, and is even projected to become USD 517.89 Million by 2030, with RCM being identified as the largest application area (Verma, 2020).
                In this respect, and especially within the jurisdiction of the Makkah Health Cluster (MHC) , setting up a centralised revenue-development department (CRDD) can be seen as a strategic lever. Saudi Arabia is transforming its healthcare clusters into integrated networks to improve accountability and financial resilience operationally (PwC, 2025). The concept of CRDD is in line with this move, which centralises the competencies of claims management and denial-prevention, accounts receivable oversight and revenue integrity. These are essential in an area where hospitals have to negotiate between the volume-based block finances and value-based risk-adjusted reimbursement designs, a transition that has been approximated to open normalised savings of SAR 40-65 billion annually by 2035 (Schmitz-Hubsch et al., 2025).
                  More importantly, strategic and operational competencies of the CRDD should be developed and refined effectively in order to work. Strategic capabilities can be applied, such as leadership skills of risk forecasting, financial analytic skills, regulatory and insurance-payer interface knowledge, and change-management skills in a high-complexity cluster (O'Brien & Robertson, 2009). Operational competencies may include comprehensive process expertise of revenue cycle processes, denial management, accuracy in coding, workflow efficiency, and highly skilled use of RCM IT systems. Since the Saudi Arabia-based RCM market is already experiencing the highest level of penetration into the segment, this highlights the awareness of the revenue cycle as a mission-critical competency in the sector (Mani & Goniewicz, 2024).
            Financially, empirically, there are lapses in the maturity of these competencies that pose material financial risk. Indicatively, inpatient services are cost-intensive: in 2023, health providers with an average ratio of SAR 6,472 per inpatient day show that delays in revenue capture, high denial rates, or long accounts receivable days are important risk factors (Al-Anezi, 2025). Additionally, the move to value-based reimbursement implies that the inability to incorporate strategic financial risk-mitigation capabilities can cripple the performance of providers and cluster viability (Arbaein et al., 2024)
	  Overall, the contextual background of your study confirms the fact that the creation of a CRDD in the Makkah Health Cluster is timely, but it has its share of opportunities and risks. It is analytically critical to define and measure the key strategic and operational competencies required by the CRDD since only under the conditions of the competencies' availability and physical development, the department will be able to curb financial risk effectively, optimise the revenue cycle, and, thereby, the overall performance of the cluster-related hospitals.


1.2.Problem Statement 
              Saudi Arabia is experiencing a very rapid change in the healthcare environment, led by Saudi Vision 2030 and the restructuring of service delivery networks into clusters, including the Makkah Health Cluster (MHC). However, even under this strategic change, there remain several governmental hospitals that have been known to record major vulnerabilities in their revenue cycle management (RCM) systems that consequently put them at financial risk. As an illustration, recent studies within Saudi governmental hospitals indicate that the RCM processes are disrupted, the maturity level is not consistent, and no nationally-consistent framework is used to determine the best practice (Alradhi & Alanazi, 2023). In addition, providers worldwide and nationally are confronted by augmented external stressors, such as increasing fatigue of claim denials (such as initial claim denials of up to 15 per cent in certain systems) and augmented administrative requirements in billing and payer engagement (Peterson et al., 2024). These issues explain how poor strategic leadership competencies, operational processes and combined financial-risk management competencies may result in the revenue leakage, increase in accounts receivable cycle and poor cash flows.
	                  Considering the MHC, CRDD is suggested to centralise and strengthen the functions of the RCM of the affiliated hospitals. Nevertheless, when this CRDD does not have clear strategic and operational competencies, the ability to reduce financial risk and maximise performance can be severely reduced. According to the research literature, simply implementing the centralised structures without correspondingly matching the workforce competencies, particularly in terms of leadership, analytics, expertise in claims and process standardisation, tends to produce sub-optimal outcomes (Alsari et al., 2024). Therefore, the limitations of the core issue that the research solves are two-fold: first, the lack of a clear competency model of the CRDD risks the capacity to manage the revenue and financial risk effectively; Second, the unquantified development of competencies and the performance levels of the associated hospitals before and after creates a gap in evidence when assessing the actual value of the CRDD. These gaps persist, and without action to close them, MHC will still be facing the same financial inefficiencies irrespective of the structural change, which defeats the strategic goal to deliver quality, high-performance healthcare.
 1.3. Significance of the Study 
            The analyses are important because this research offers empirically and strategically grounded data on the possible role of CRDD in promoting financial sustainability and operational efficiency through the Makkah Health Cluster (MHC). The research could be useful to both theory and practice in healthcare financial governance because it defines and evaluates the key strategic and operational competencies needed to manage the revenue cycle (RCM). The results will be useful in making evidence-based choices for the Saudi health cluster leadership, in accordance with the Vision 2030 objectives of fiscal efficiency and value-based care. Moreover, the study bridges an important knowledge gap concerning the quantitative effects of centralisation efforts on key performance indicators, including claims rejection rates, increase in revenues, and days to accounts receivable, due to its quantitative assessment of the impact of the CRDD on key performance indicators. On the theoretical side, it develops competency-based paradigms of organisational performance, and on the practical side, it provides a framework that other regional health clusters can replicate in order to make themselves better equipped in terms of financial strength and strategic responsiveness.
1.4. Research Aim and Objectives:
           To define the essential strategic and operational competencies required for the CRDD and to assess the role of this centralised department in mitigating financial risks and enhancing RCM performance within the Makkah Health Cluster, during 2024 and till the end of October 2025.
Objectives:
1.	To analyse the current perceived availability and maturity level of these required competencies within the MHC workforce.
2.	To quantitatively measure and compare key RCM Financial Performance Indicators (KPIs) of affiliated hospitals before and after the CRDD’s activation.
3.	To analyse the relationship between the perceived competencies within the CRDD and the quality of its strategic decisions for risk mitigation.
1.5. Research Questions:
                 What is the impact of the CRDD’s establishment on affiliated hospitals' key financial performance indicators of claim denial rate, increasing the revenue and decreasing the accounts receivable days, and how do CRDD leadership competencies influence the quality of risk-related strategic decision-making within the organisation?
1.6. Research Hypothesis: 
H₁: The establishment of the Centralized Revenue Development Department (CRDD) within the Makkah Health Cluster (MHC) significantly enhances revenue cycle performance and mitigates financial risks through the development and application of defined strategic and operational competencies.
Sub-Hypotheses: 
·    H₁a (Competency Availability): There is a statistically significant gap between the required and currently available strategic and operational competencies within the MHC workforce that affects CRDD performance outcomes.
· H₁b (Performance Improvement): Activation of the CRDD leads to a statistically significant improvement in key RCM financial performance indicators, including reduced claim denial rates, increased total revenue, and decreased accounts receivable (A/R) days, compared to pre-activation levels.
· H₁c (Competency–Decision Quality Relationship): Higher perceived maturity levels of CRDD leadership and operational competencies are positively correlated with the quality of strategic financial risk mitigation decisions.
· H₁d (Integrated Impact Model): The combined influence of strategic and operational competency maturity significantly predicts improvements in hospital-level financial KPIs, controlling for hospital size, case mix, and baseline performance.
Null Hypotheses (H₀)
For each of the above: 
H₀: There is no significant relationship or difference between CRDD competency maturity, financial performance indicators, or quality of financial risk mitigation decisions.
1.7. Scientific Theory Adopted for the Research:
           The theoretical basis of the research is the Resource-Based View (RBV) theory and the Dynamic Capabilities Theory, which offers the frameworks of understanding the role of organisational competencies in facilitating performance and reducing risks in a complex healthcare system. The Resource-Based View supports the concept of sustainable competitive advantage development in a situation whereby the organisation has valuable, rare, inimitable, non-substitutable (VRIN) resources (Barney, 1991). At Makkah Health Cluster (MHC), these resources can be considered in the form of strategic and operational competencies, including financial analytics skills, claims management skills, leadership decision-making, and technological skills in revenue cycle management (RCM). When these competencies are mobilised the right way, they become internal strengths that result in a higher financial performance and reduced operational risk.
	            To supplement RBV, the Dynamic Capabilities Theory (Teece, Pisano and Shuen, 1997) focuses on the capability of an organisation to integrate, develop, and redesign its internal as well as external capabilities as an organisation adjusts to environmental changes (Teece et al., 1997). The success of the CRDD in Saudi Arabia is contingent on its ability to evolve in response to changing financial and regulatory environments and integrate the RCM strategies, streamline operations, and decision-making with the current health sector change. A combination of these theories clarifies the way the CRDD can be used to convert the personal abilities of individuals into organisational competencies that achieve financial stability, fewer claim refusals, and enhanced cash flow. The model assumes that the maturity of the competency in the form of strategic leadership, technological adjustment, and process innovation would have a direct correlation on the degree of effect of risk reduction and revenue growth in the affiliated hospitals of the MHC.
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2.1. Introduction
                The Health Sector Transformation Program (SHTP) in Saudi Vision 2030 creates a transition of volume-to-value-based healthcare, necessitating financial independence of regional Health Clusters such as the Makkah Health Cluster (MHC). Decentralized Revenue Cycle Management (RCM) has been the cause of inefficiencies, denial rates and revenues leakages. Centralized Revenue Development Department (CRDD), which was formed in 2024, will focus on standardizing the processes and reducing risks. Regarding the contribution of the CRDD, this review presents a synthesis of published literature around the world and its impacts on Saudi context on RCM strategic role, competencies required, risk mitigation, and impacts on performance. Peer-reviewed studies, industry reports and policy documents will be considered sources in 1964-2025.
2.1. The Strategic Significance of Revenue Cycle Management.
               Revenue Cycle Management (RCM) combines clinical and financial operations to facilitate the management of patient revenue between the times of scheduling up to the final payment. Previously viewed as a back-office operation, it is now a strategic requirement since reimbursements are reducing, payer contracts are becoming complex, and regulatory requirements are increasing (Chandawarkar et al., 2024). The revenue cycle is associated with complex transactions with third-party payers, the fluctuating claims needs of which create delays, underpayments, and yearly reduction of reimbursements. Liquidity crisis and impediments to investments in care quality are caused by the misconceptions that include the idea that payments are automatic after billing and the denials being inevitable. The denial rates of claims in the world increased by 15% in 2023, compared to 9% in 2016, and cost American hospitals billions of dollars per year (Peterson, Baxi, and Holloway, 2024). As a response to this, high-performing systems respond with proactive revenue integrity-oriented RCM, denial prevention, and data analytics, which allow reinvesting in technology and improved patient outcomes.
                  In Saudi Arabia, the adoption of RCM is low even with the insistence of privatization and prioritization of insurance as part and parcel of Vision 2030 (Islam et al., 2025). Fragmented billing, manual coding and inconsistent payer management were observed in public and private providers in a study by Al-Jahdali et al. (2024) leading to accounts receivable (>90 days), non-compliance, and revenue leakage. RCM optimization is identified by the Ministry of Health (2018) as the key part of the Health Sector Transformation Program (SHTP) particularly with the requirement of NPHIES to use electronic claims and verify them in real time. Nair et al. (2024) emphasize the transition to the bundled payment, DRGs, and value-based models that demand the accurate capture of charges. Al-Hanawi et al. (2022) record pre-transformation inefficiencies such as unbilled services. HFMA (2021) suggests that centralized RCM can be used to standardize the work of all facilities - this is vital in cluster areas such as MHC that experience surges in volumes during Hajj and have difficulty with multilingual documentation (Al-Ghamdi, 2024).
	       According to Chandawarkar et al. (2024), the RevCycle model (preregistration to reporting) consists of eight steps with mistakes such as incorrect demographics leading to a quarter of rejections. The U.S. standards indicate that the first-pass resolution is above 95%; the average of Saudi pilots is below 80% (Al-Jahdali et al., 2024). Centralized RCM brings about 20% to 30% collection returns in 18 months (HFMA, 2021).
Table 2.1: Comparison of Traditional vs. Strategic RCM Paradigms
Source: (Chandawarkar et al., 2024; HFMA, 2021)

	Aspect
	Traditional RCM
	Strategic RCM

	Primary Focus
	Billing accuracy and payment collection
	Revenue integrity and financial sustainability

	Operational Approach
	Reactive and facility-siloed
	Proactive and cluster-integrated

	Technology Integration
	Limited automation
	AI, predictive analytics, EHR interoperability

	Key Performance Metrics
	Payment receipt timeliness
	First-pass rate >95%, DAR <30 days, denial <5%

	Organizational Role
	Cost center
	Strategic enabler of care quality and growth



2.3. Core Competencies for a Centralized Revenue Development Department:
           The success of a Centralized Revenue Development Department lies on the level and range of competencies of the management and employees. The core competency checklist provided by Hastings (2025) includes the full set of RCM professional core competencies, but it is important to consider that technical skills are not enough, as they are supplemented by strategic and analytical and interpersonal skills. Lattner and Brown (2018) extend the human capital theory developed by Becker (1964) to establish their competency-based model of revenue cycle management and, by way of empirical research, show that an organization that invests in the targeted development of skills attains a better financial performance.
         The RCM proficiency is established based on regulatory and compliance expertise. Within the U.S. context, this would involve the mastery of HIPAA privacy regulations, HITECH security regulations and CMS billing regulations. In the case of Saudi Arabia, the knowledge base that is equivalent would entail Ministry of Health directives, Council of Cooperative Health Insurance (CCHI) regulations, and the NPHIS technical requirements (Alnajjar, 2024). According to Hastings (2025), regulatory understanding is the matter of the highest priority since failure to comply with minor issues can lead to denial of claims, audits, or financial punishment. In centralized departments, this area is the best because it will have a dedicated compliance department that will keep a track of changes in regulations and informs the entire cluster about it, which minimizes interpretation errors at the facility level.
              The other essential area of competence is the technical expertise of RCM systems and processes. The current revenue cycles are closely based on a platform of integrated technology, such as electronic health records (EHRs), practice management systems, and dedicated RCM software. According to Al-Jahdali et al. (2024), a pilot study revealed that RCM automation was not completely implemented in only 35% of public hospitals, which demonstrates a massive gap in the capability. The personnel should be well trained in end-to-end workflows, the processes include patient preregistration and insurance eligibility checks, charge entry, claim scrubbing, and processing electronic remittance advice. McKinsey (Peterson et al., 2024) highlights the low use of artificial intelligence in high-value segment of prior authorization and denial prediction, where automation would help save up to 70% of manual work.
              The key to revenue integrity is still medical coding and billing expertise. Correct coding of ICD-10-CM diagnosis codes, CPT procedure codes and Saudi specific modifiers are the direct determinants of acceptance of claims. The second reason for denials, as identified by Chandawarkar et al. (2024), is coding errors that account for about 30% of claims denied. According to HFMA (2021) standards, centralized coding teams are found to be more accurate (usually more than 97%) than decentralized ones (85%). In addition to a code assignment, the staff should be skilled and knowledgeable in the payer-specific billing regulations, use of modifiers and how to appeal against the improper denial in order to be effective.
       Financial intelligence and analytical aptitude allow RCM professionals to move to the stage of strategic participants instead of transactional participants. This will involve learning various reimbursement models, such as conventional fee-for-service and developing models of DRG-based and value-based care that are common under the Vision 2030. Key performance indicators that the staff should decipher include clean claim ratio (goal should exceed 95%), denial rate (goal should be less than 5%), days in accounts receivable (goal should be less than 30 days), and net collection rate (goal should be over 98%). Chandawarkar et al. (2024) classify the RCM metrics into data accuracy, revenue reconciliation, and cost/cash flow measures and give dashboards on which they can be proactively monitored.
                 The leadership competencies can be used to set the difference between CRDD staff and technical personnel. The implementation of cluster-wide standardization requires strategic thinking, change management, and alignment of stakeholders. Hastings (2025) suggests creating a competency matrix that combines both technical and soft skills and suggests certification programs such as HFMA Certified Revenue Cycle Representative (CRCR) as a way of continuing to learn and grow. The leaders are required to overcome cultural resistance to centralization and encourage both the clinical and financial departments to operate together in the MHC context.
2.4 The Role of Centralization in Mitigating Financial Risks
               The centralization of revenue cycle operations overcomes systemic vulnerabilities in the decentralized models, especially when it comes to large health clusters running more than one facility. According to the documents provided by the Healthcare Financial Management Association (HFMA, 2021), ineffective fragmented RCM processes result in inconsistent coding, redundant activities, and revenue losses - problems that were acutely experienced in Makkah Health Cluster before CRDD was implemented. Centralization converts RCM to a proactive risk management function by gathering expert resources and standardizing operations, which makes RCM responsive to cost instead of proactive (Gomaa, 2025).
           The main advantages of centralization are standardization and reduction of compliance risks. Decentralised environments are also characterised by different interpretation of billing rules across the hospitals and therefore lead to gaps in compliance and vulnerability to audit. According to Hastings (2025), the minimization of audit failure by around 50% through centralized oversight by the use of uniform policy application and monitoring is possible. A Saudi pilot implementation examined by Al-Jahdali et al. (2024) reduced the number of non-compliance penalties by 35% in the first year, which is a quick payback period. CRDD updates the regulatory information and thus ensures that all the affiliated facilities follow the latest directives issued by MOH, CCHI, and NPHI specifications (Alquier, 2021). Such a single methodology reduces the chances of systemic mistakes that may lead to financial sanctions affecting the whole cluster.
                  Furthermore, the improved denial control becomes one of the pillars of centralized risk prevention. Denial of claims constitute one of the biggest financial burdens to healthcare institutions usually occupying 1%-2% of net patient revenue every year. According to Chandawarkar et al. (2024), 5%-10% denial rates are relatively standard in the industry, and most organizations do not file appeals but write off denied claims. This is countered by centralized departments having specialized denial management teams that have root-cause analysis tools and standardized workflows of appealing. The systematic follow-up and documentation improvement of such teams results in 60%-80% recoveries of previously rejected claims. According to the McKinsey report (Peterson et al., 2024), a decrease in denial volume by 30% is reached in organizations utilizing AI-enhanced denial forecasting by responding to problems and preventing their occurrence when submitting claims. This is particularly useful to MHC since the handling of claims through various payer mixes such as government insurance, private carriers and international pilgrims is very complex.
              Centralization pays specific attention to data integrity and prevention of revenue leakage. Approximately, 15% of all rejected claims are associated with eligibility denials, which are usually related to inaccurate patient demographics or insurance checks at registration. According to the HFMA (2021) standards, centralized RCM reduces demographic errors from 12% to 2% through electronic eligibility checks that are also combined with NPHI. Cluster wide charge capture audits identify missing services and revenue leakage that is estimated to cost 3% to 7% of total billings in fragmented systems is prevented. Al-Jahdali et al. (2024) report on individual areas of leakage in Saudi general hospitals, such as unbilled laboratory tests, medication, and consultation charges - problems that are defended systemically by controlling the centralized management.
                The risk mitigation framework is finished by the contract and payer risk management. Decentralized negotiation results in poor contract terms and non-uniform rates of reimbursement between facilities. The negotiating of the master agreements with large payers is performed by a centralized department which ensures the advantageous rates and simplified submission conditions. Al-Amoudi and Al-Borie (2024) simulate the financial effect of streamlined payer contracts estimating the 10-15% increase in revenue due to better rate constructions and decreased administration load. Consistent audit on contract performance will maintain the service-level agreements, and prompt settlement of payment disputes.
2.5 Eenhancing Performance through Centralized RCM
               Centralized Revenue Cycle Management leads to quantifiable performance gains in the most important financial indicators that transform operational efficiency and revenue recovery. According to the HFMA (2021), there are comprehensive case studies that show that organizations that have adopted centralized RCM models realize 15% to 25% net collections in a 24-month timeframe and the gains are maintained through continuous process improvement. In the case of Makkah Health Cluster, these performance improvements are necessary to finance the infrastructure modernization and development of the specialized service delivery without using government subsidies. The most common liquidity measure is days in accounts receivable (DAR), where centralized systems have a consistent lower DAR than 30 days than 90+ days in decentralized systems. The cause of such acceleration is standardized time frame of claim submission, processing of electronic remittance and proactive follow up on aging account. According to Chandawarkar et al. (2024), every day of decreased DAR is millions of working capital freed, permitting paying the vendors in time and investing in patient care initiatives.
              With centralization, clean claim ratios will increase by a factor of four, regularly reaching levels of over 95% because of scrubber technology and code savvy avoiding mistakes in submissions. The first-pass resolution rate- claims that are paid without any rework appears to have a direct relationship with lower administrative expenses and quicker cash turnover rate. According to McKinsey (Peterson et al., 2024), the highest quintile performers have above 92% first-pass rates, which compared to industry rates of below 80%. This enhancement of MHC facilities is caused by centralized coding review boards and pre-submission validation protocols.
               Net collection rates, which are used to determine how much revenue is actually collected compared to the amount that should be collected, are 98%-99% in developed centralized models. This indicator is a measure of denial appeals success, adherence to the contracts, and underpayment recovery. Pre-RCM base net collection rates of 85% to 90% in Saudi public hospitals reported by Al-Jahdali et al. (2024) suggest there is much to be gained. The centralized payer relations teams are the ones that negotiate the recovery of chronic underpayments and contractual adherence of rates in all facilities. The ratio of cost to collect is decreasing since the centralization process eliminates the redundancy and capitalizes on the economies of scale. Centralized RCM operations have HFMA (2021) benchmarks of cost-to-collect of less than 2% (compared to 4%-6%) of net revenue in a decentralized structure. Efficiencies come in the staffing level where there are specialized positions such as coder, denial specialist, analysts, and not generalists who do multiple roles but to different levels.
2.6 Research Gap
               Although there is significant literature about the best practices of RCM and the advantages of centralization, there is a critical gap of assessing the combined effects of competency mapping and RCM centralization on financial risk reduction in Saudi Health Clusters. Hastings (2025), Chandawarkar et al. (2024), and HFMA (2021) each give competency development and operational centralization robust frameworks, but none of them adapts to the unique regulatory environment of the Vision 2030, such as the requirement to integrate NPHIES, cluster autonomy, and the shift to insurance-based financing. Al-Jahdali et al. (2024) and Nair et al. (2024) present Saudi-specific research on the issues of RCM adoption and the evolution of financing without going beyond the analysis of the evolving concepts of specific CRDD competencies associated with the quantifiable reduction of risks and performance outcomes.
                There are no published studies that pre- and post-KPI comparisons are carried out after the implementation of CRDD or studies that use mixed methods with the involvement of quantitative financial and qualitative competency measurements. The identified gap in the literature suggests that a thorough study is required to form a validated competency model and at the same time quantify the effect of the model on key financial metrics. This evidence would give MHC leadership practical means of talent management and also avail a blueprint of such changes to other Saudi Health Clusters seeking to achieve such changes on a larger scale. 
2.7 Conclusion
               RCM is established in the literature as an essential strategic requirement of healthcare sustainability and centralization provides effective risk reduction and performance improvement mechanisms. The effectiveness of CRDD is based on core competencies that span the regulatory knowledge, technical skills, accuracy of coding, analytical skills and leadership skills. The context of transformation in Saudi Arabia strengthens the urgency of these findings since the Health Clusters are going through insurance expansion and fiscal autonomy demands. This research is capable of providing both practical value to MHC and theoretical value to the field of healthcare management literature by addressing the identified gap in research with the help of the empirical competency mapping and the analysis of the pre-post-performance.


       
 



2

image1.png




