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Unit Objectives

• Define basic processes and workflows for financial, 
billing, charging, collections and other revenue-related 
health data administration and management

• Define revenue cycle management

• Identify steps of the medical billing cycle

• Describe the role of electronic health records in 
supporting financial and accounting procedures in 
healthcare, such as in charge capture, supply chain 
management, reimbursement, etc.

• Identify various reimbursement models in healthcare
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Revenue Cycle Management and the 
Healthcare Financial System

• Revenue cycle management (RCM) is a term used to describe the 
management of the healthcare financial process

• With RCM, healthcare staff and professionals, such as clerks, analysts, 
coders and billers, utilize the EHR as well as medical billing software to 
track the financial aspects of patient care episodes from registration and 
appointment scheduling to the final payment of a balance

• RCM unifies the business and clinical sides of healthcare by coupling 
administrative data, such as a patient's name, insurance provider and other 
personal information, with the clinical information such as diagnosis, 
treatment received and other healthcare data
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Revenue Cycle Management and the 
Healthcare Financial System

• The RCM involves the following processes:
– Charge capture: Rendering medical services into billable charges

– Claims submission: Submitting claims of billable fees to insurance 
companies

– Coding: Properly coding diagnoses and procedures

– Patient collections: Determining patient balances and collecting 
financial payments

– Preregistration: Collecting preregistration information, such as 
insurance coverage, before a patient arrives for inpatient or outpatient 
procedures

– Registration: Collecting subsequent patient information during 
registration to establish a medical record number and meet various 
regulatory, financial and clinical requirements

– Remittance processing: The process of paying a bill; the processing 
and clearing of payments where ultimately a payment is accepted or 
rejected

– Third-party follow up: Collecting payments from third-party insurers

– Utilization review: Examining the appropriateness and medical 
necessity of health care services, procedures, and facilities according 
to evidence-based criteria or guidelines
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Revenue Cycle Management and the 
Healthcare Financial System

• Private Insurance
– In a private insurance setting, after an insured patient receives 

treatment for a given condition and supplies any applicable 
copayment, a healthcare provider or coder categorizes the 
diagnosis, along with the nature of the treatment, according to 
ICD-10 codes

– The healthcare organization then sends the care summary with 
ICD and relevant procedural codes to the insurer to see what 
portion of the care will be covered, with the patient billed for the 
remainder.  This is the core part of the medical billing cycle.

• Universal/Government Provided Insurance
– In a universal/government provided insurer setting, the diagnosis 

and services are coded and sent to the insurer

– The services and treatment are usually covered completely by 
the universal/government insurer based on a preauthorized 
global bundled payment for services; therefore the patient 
receives no bill
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Medical Billing Cycle
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• The medical billing cycle is defined 
as the entire process related to 
billing and payment for health care 
services and treatment. It is 
usually part of patient financial 
services

• It only involves a provider (a 
health care organization and/or 
professional), and a payer (a 
patient, health insurance company 
and/or other covering entity)

• The medical billing cycle can be 
divided to 8 steps
• It contains the care process (steps 1-

4), creation of the bill and other 
information (steps 5-7), and the 
follow-up of the payments (step 8)

Step 1: 
Preregister 

patients

Step 2: 
Establish 
financial 

responsibility

Step 3: 
Check-in 
patients 

Step 4: 
Check-out 
patients

Step 5: 
Check 

coding  and 
billing 

compliance

Step 6: 
Prepare and 

transmit 
claims

Step 7: 
Generate 
patient 

statements

Step 8: 
Follow up on 

payments 
and 

collections



How the EHR supports financial and 
accounting procedures in healthcare

• Charge capture is a process used by health 
care providers involving assembling all 
relevant charges. This process describes how 
providers are paid for their services.
1. Healthcare providers such as doctors, dentists, 

surgeons record information on their services and 
treatments in the EHR through documentation

2. That documentation is summarized through 
diagnoses, treatments, and evaluation and 
management components, which are coded

3. That coded information is then sent out to 
different payers and insurance companies for 
reimbursement

4. The EHR not only captures the codes, but helps to 
ensure they are captured correctly and are 
compliant with regulations
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How the EHR supports financial and 
accounting procedures in healthcare

• Charge capture is also a process used by 
health care providers for monitoring supplies 
and equipment usage. This process describes 
how hospitals and providers charge for 
supplies, equipment and medication
• Barcodes/Entering Codes by RFID, or Radio 

Frequency Identification enter directly into 
financial/EHR system are used for most for supplies, 
equipment and medication charges. The process is 
simple and can be mostly automated:

1. Scan/Enter Code
2. Charge is validated against Chargemaster
3. Charge is captured
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How the EHR supports financial and 
accounting procedures in healthcare (cont’d) 

• Supply chain management captures 
information on medical-surgical products, and 
stores the information in item masters
– An item master is a record that lists key information 

about an inventory item. This information may 
include the description, unit of measure, weight, 
dimensions, ordering quantity, and so forth for an 
item.  

– A frequently used example of an item master in 
healthcare is called a Chargemaster.  The 
Chargemaster contains all the medical supplies, 
equipment and other tools that are used in medical 
care throughout the hospital.

– The Chargemaster drives a broad range of clinical 
and financial functions

– The Chargemaster also feeds the EHR to support 
documentation of the products used in patient care.
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How EHRs Support the RCM

• An EHR system with an RCM module can save 
healthcare organizations time by automating 
tasks that are important to ensure optimal 
reimbursement

• These tasks include:
– informing patients of upcoming appointments
– reminding payers and patients of an existing 

balance
– reaching out to insurers with specific questions 

when a claim is denied
and
– supporting claims denials with documentation 

from health records
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How EHRs Enhance Reimbursement
• EHR systems can also enhance 

reimbursements by giving providers 
insights into why claims have been 
denied. 
– An EHR system can cut down on denied 

claims by having the RCM components 
designed to prompt healthcare staff to 
enter all the information required for 
claims processing, such as the side of 
the body or specific region if required 
for some codes or procedures. 

– Setting the EHR system in this manner 
can save time, avoid bill resubmission, 
and even provide information as to why 
certain claims may have been denied, 
thereby enabling them to resolve billing 
issues or avoid them completely.
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Fee-for-Service versus Value-Based-Service 
Reimbursement in Healthcare

• Fee-for-service (FFS) is a payment 
model where healthcare services are 
unbundled and paid for separately. 
Payment is dependent on the 
quantity of care, rather than quality 
of care
– FFS occurs when doctors and other 

healthcare providers receive a fee for 
each service such as an office visit, test, 
procedure, or other health care service. 
Payments are issued only after services 
are provided
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Fee-for-Service versus Value-Based-Service 
Reimbursement in Healthcare (cont’d)

• Value-Based Services (VBS) also known as pay for 
performance (P4P), is a payment model that offers 
financial incentives to healthcare providers such as 
physicians, hospitals, medical groups, and others for 
meeting certain performance measures. Payment is 
dependent on the quality of care, rather than the 
quantity of care
– Clinical outcomes, such as longer survival, are difficult to 

measure, so pay for performance systems usually 
evaluate process quality and efficiency, such as 
measuring or lowering blood pressure, counseling 
patients to stop smoking or encouraging diabetics to 
adopt a healthier diet

– This model also can penalize health care providers for 
poor outcomes, medical errors, or increased costs
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Other Reimbursement Models in 
Healthcare

• Bundled payments: the reimbursement of health care 
providers on the basis of expected costs for clinically-
defined episodes of care
– One common example of a bundle type is diagnostic-

related groups (DRGs). Diagnosis-related group (DRG) is a 
system to classify hospital cases into one of originally 467 
groups, such as arthroscopy.  With a DRG-based bundled 
payment, all services associated with the diagnosis are 
bundled together in one payment

• Capitation: a payment arrangement for health care 
service providers where the provider is paid a set amount 
for each enrolled person assigned to them, per period of 
time, whether or not that person seeks care
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Unit Review Checklist

 Defined basic processes and workflows for financial, 
billing, charging, collections and other revenue-
related health data administration and management 
(ZB01)

 Defined revenue cycle management 

 Identified steps of the medical billing cycle

 Described the role of electronic health records in 
supporting financial and accounting procedures in 
healthcare, such as in charge capture, supply chain 
management, reimbursement, etc. (ZL01)

 Identified various reimbursement models in 
healthcare
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Unit Review Exercise/Activity
Match the term on the left with its definition on the right
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1. Bundled Payments

2. Capitation

3. Charge Capture

4. Chargemaster

5. Fee-for-Service

6. Medical Billing Cycle

7. Revenue Cycle 

Management

8. Remittance Processing

9. Utilization Review

10. Value-Based Services

a. compiling all relevant charges so that providers get paid for 
their services 

b. the entire process of billing and payment for health care 
services and treatment

c. evaluating the appropriateness and medical necessity of health 
care services

d. an item master that contains all the medical supplies, 
equipment and other tools used in a hospital

e. where payment is dependent on the quality of care, rather 
than the quantity of care 

f. where the provider is paid a set amount for each enrolled 
person assigned to them

g. the processing and clearing of payments where ultimately a 
payment is accepted or rejected

h. reimbursing providers for episodes of care, such as DRGs
i. utilizing the EHR as well as medical billing software to track the 

financial aspects of patient care episodes
j. a payment model where healthcare services are unbundled 

and paid for separately



Unit Exam
1. Which of the following best describes Revenue Cycle 

Management?
a) It can be divided into eight distinct steps
b) It describes all the financial processes involved in 

healthcare
c) It utilizes quality of care measures versus quantity of 

services
d) It describes all the medical supplies, equipment and 

other tools that are used in medical care 
2. Which of the following is true about the Medical Billing 

Cycle?
a) Four steps involve types of care processes
b) Two steps involve bill creation
c) Two steps involve patient collections
d) Four steps involve registration
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Unit Exam (cont’d)
3. In the context of medical billing, a health payer could 

describe all of the following, except which?
a) an insurance company
b) a government entity
c) a provider
d) a patient

4. “A process that captures information on medical-
surgical products, and stores the information in item 
masters” best describes which of the following?
a) Supply chain management
b) Revenue cycle management
c) Medical cycle billing
d) Pay for performance
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Unit Exam (cont’d)
5. Which payment model provides payments or incentives 

for meeting certain performance measures?
a) capitation
b) DRG-based bundled payments
c) fee-for-services
d) pay-for-performance

6. Which of the following payment models would most 
likely pay for all charges associated with an 
appendectomy?
a) capitation
b) DRG-based bundled payments
c) fee-for-services
d) pay-for-performance

This work is produced by the EU*US eHealth Work Project. This project has 
received funding from the European Union’s Horizon 2020 research and 

innovation programme under Grant Agreement No. 727552 
EUUSEHEALTHWORK 

19
FC-C4M6U3


