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Abstract: The hospital revenue cycle is the series of steps that occur to generate revenue. The revenue depends on how well 
the process of documentation works from registration to billing process. This research aims to increase the speed of revenue 
collection which would increase revenue in the long run. Denial (when the third party payers refuse to cover expenses for the 
service for any reason) management is an excellent tool to improve speed and amount of revenue collection. There are two 
types of general services provided by the hospital: ambulatory and admission. In case there is a third party denial, 
documentation is reviewed, corrected, and resent. When a second denial occurs the hospital representative may appeal at the 
medical plan’s office. Through an effective documentation and communications system, along with suggestions to implement 
“denial management” correctly, the percent of revenue could be increased by 3% to 5% from the actual percentage. 
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1. Introduction 

 
A local private hospital in the island of Puerto Rico presented the researchers with a real problem and the 

opportunity to study it and present well based recommendations for the hospital management to implement. This local 
hospital is being having problems with their revenue cycle management which has a direct impact on the speed of their 
revenue collection which in turns is affecting this health service enterprise to realize their earnings. The situation presented 
by the hospital gave an excellent opportunity to the researchers to apply industrial engineering techniques, such as cost 
analysis and control and cost optimization to generate feasible recommendations to solve the problem identified. Therefore, 
the main objective of this research has been identified as making recommendations to help the hospital increase the speed of 
revenue collection to accurately invest when needed; which in turn would increase revenue (and earnings) in the long run. 

This article is divided into the following sections: methodology, review of relevant literature, data gathering, 
analysis of data, and preliminary recommendations. 
 
1.1 Methodology 
 

The methodology used for this research included four steps: (1) problem identification, (2) review of literature, (3) 
data gathering, (4) analysis of data, and (5) recommendations for the hospital. 

Problem identification included visiting the local hospital and discussing and understanding their issues related to 
revenue management. The main objective is mentioned in the introduction section presented above. 

Review of literature included finding relevant literature to help the researchers learned and thoroughly understand 
the details of a hospital revenue cycle. The literature review focused on understanding the revenue cycle of a hospital, 
learning about denial management, and being able to identify the deterrents to revenue collection. 

Data gathering included communicating with the local hospital management staff and obtaining organized real data 
to be used to identify opportunities to improve their revenue cycle management. 

Recommendations were generated after having a clear understanding of how is revenue identified in the hospital and 
using the available academic literature to validate the recommended steps to the hospital management personnel.  
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