
Revenue Cycle Management (RCM)
Introduction to RCM and the Role of Medical Coding in RCM

C O D I N G D E C O D E D



REVENUE CYCLE MANAGEMENT (RCM)

© CODEX — Coding Decoded · Revenue Cycle Management (RCM)

1. What is Revenue Cycle Management (RCM)?

Revenue Cycle Management (RCM) is the financial process healthcare organizations use to track patient care episodes
from appointment scheduling and registration through the final payment of a balance. It combines administrative, clinical,
and financial functions to ensure providers are accurately and promptly reimbursed for the care they deliver.

RCM connects the clinical side of healthcare (what was done for the patient) with the business side (how the provider gets
paid for it). A well-managed revenue cycle reduces claim denials, accelerates cash flow, and keeps the organization
compliant with payer and regulatory requirements.

Goals of RCM
• Maximize Reimbursement: Ensure every service provided is accurately captured, coded, and billed.
• Reduce Denials and Delays: Catch eligibility, documentation, and coding issues before claims are submitted.
• Improve Cash Flow: Shorten the time between service delivery and payment collection.
• Ensure Compliance: Follow payer policies, CMS regulations, and coding guidelines to avoid audits and penalties.
• Enhance Patient Experience: Provide clear, accurate billing and transparent cost estimates to patients.

2. The Revenue Cycle Management (RCM) Cycle

RCM is best understood as a continuous, cyclical process made up of ten interconnected stages. The diagram below shows
how each stage flows into the next, with Medical Coding sitting at the center of the process as the link between clinical
documentation and claims payment.

Figure 1 — The Revenue Cycle Management (RCM) Cycle — Medical Coding highlighted as the critical link between clinical care and payment.

Stages of the RCM Cycle
• 1. Patient Pre-Registration & Scheduling: Collecting demographic and insurance information before the visit.
• 2. Insurance Verification & Eligibility Check: Confirming active coverage, benefits, and authorization requirements.
• 3. Patient Registration & Check-In: Finalizing patient demographic, insurance, and consent information at the point of

service.
• 4. Charge Capture: Recording all billable services, procedures, and supplies provided during the encounter.
• 5. Medical Coding: Translating physician documentation into standardized ICD-10-CM, CPT, and HCPCS codes.
• 6. Claims Submission: Sending coded, itemized claims electronically to the payer for adjudication.
• 7. Payer Adjudication: The payer reviews the claim and determines how much to pay, deny, or adjust.
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• 8. Payment Posting: Recording payments and adjustments from the payer into the patient account.
• 9. Denial Management & Appeals: Identifying, correcting, and resubmitting or appealing denied claims.
• 10. Patient Billing & Collections: Billing the patient for any remaining balance and collecting payment.

3. RCM Segments: Front-End, Mid-Cycle, and Back-End

RCM stages are often grouped into three functional segments. This view highlights where Medical Coding sits within the
mid-cycle, bridging clinical documentation and claims submission.

Figure 2 — RCM segmented into Front-End, Mid-Cycle, and Back-End functions.

Segment Focus Key Activities

Front-End Patient access and financial clearance Pre-registration, insurance verification, registration, prior
authorization

Mid-Cycle Clinical documentation and coding Charge capture, clinical documentation, medical coding, charge
entry

Back-End Claims, payment, and collections Claims submission, payment posting, denial management, patient
collections

4. Role of Medical Coding in RCM

Medical coding sits at the mid-cycle of RCM and is often described as the bridge between clinical care and reimbursement.
Coders translate physician notes, diagnoses, and procedures into standardized codes (ICD-10-CM, ICD-10-PCS, CPT,
HCPCS) that payers use to determine coverage and payment.

Why Medical Coding Matters in RCM
• 1. Accurate Reimbursement: Correct codes ensure the provider is paid the appropriate amount for the exact services

rendered.
• 2. First-Pass Claim Acceptance: Clean, accurate coding reduces the chance of a claim being rejected or denied on

first submission.
• 3. Regulatory Compliance: Correct code assignment keeps claims compliant with CMS, NCCI, and payer-specific

guidelines, reducing audit risk.
• 4. Medical Necessity Support: Diagnosis codes justify why a procedure or service was necessary, supporting claim

approval.
• 5. Data and Analytics: Coded data feeds quality reporting, case-mix index, and population health analytics used

across the organization.
• 6. Denial Prevention: Proper code selection, sequencing, and modifier use prevent many of the most common denial

reasons.

How Coding Errors Impact the Revenue Cycle
• Claim Denials: Incorrect, unspecified, or mismatched codes are a leading cause of payer denials.
• Delayed Payments: Denied or rejected claims must be corrected and resubmitted, slowing cash flow.
• Compliance Risk: Upcoding, unbundling, or unsupported codes can trigger audits, recoupments, and penalties.
• Lost Revenue: Undercoding or missed charges result in the provider being paid less than the service was worth.
• Increased A/R Days: Coding-related denials extend the time claims remain in accounts receivable.
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Medical Coding's Connection to Other RCM Functions

RCM Function How Medical Coding Connects to It

Charge Capture Coders validate that documented services match the charges captured before claim
creation.

Clinical Documentation Improvement (CDI) Coders query providers for clarification to ensure documentation supports the most
accurate codes.

Claims Submission Codes populate the claim form (CMS-1500/UB-04) and determine what is billed to the
payer.

Denial Management Coders review denied claims to identify and correct coding-related denial reasons.

Compliance & Auditing Coded data is audited against documentation to verify accuracy and prevent fraud,
waste, and abuse.

Reporting & Analytics Coded diagnosis and procedure data supports quality measures, case-mix index, and
reimbursement analysis.

5. Worked Example: Coding's Role in the Revenue Cycle

• 1. A patient is seen for a follow-up visit and receives an in-office procedure.
• 2. The front desk verifies insurance eligibility and collects a copay (Front-End).
• 3. The physician documents the diagnosis and procedure in the EHR; charges are captured (Mid-Cycle).
• 4. A medical coder reviews the documentation and assigns the appropriate ICD-10-CM and CPT codes with any

necessary modifiers (Mid-Cycle).
• 5. The coded claim is submitted electronically to the payer for adjudication (Back-End).
• 6. The payer processes the claim; if coding is accurate and supported by documentation, the claim pays on the first

submission, keeping the revenue cycle moving efficiently.

Key Takeaways
• RCM is a continuous cycle: from patient scheduling through final payment, every stage affects the next.
• Medical coding is the mid-cycle bridge: connecting clinical documentation to claims and reimbursement.
• Coding accuracy drives revenue: clean coding reduces denials, speeds payment, and protects compliance.
• Every RCM role is interdependent: front-end, mid-cycle, and back-end teams all rely on accurate coding to keep the

cycle healthy.

6. Introduction to CPT, ICD-10-CM, and HCPCS Level II

In medical coding, different code sets are used to describe diseases, medical procedures, and healthcare services. The
three main coding systems are CPT, ICD-10-CM, and HCPCS Level II.

1. CPT (Current Procedural Terminology)
• CPT codes are used to describe medical procedures and services performed by doctors and other healthcare

professionals (for example: surgery, lab tests, consultations).
• These codes are reviewed and updated every year by the American Medical Association (AMA).
• New CPT updates are released on January 1 every year.

2. ICD-10-CM (International Classification of Diseases, 10th Revision, Clinical Modification)
• ICD-10-CM codes are used to describe diagnoses, diseases, injuries, and health conditions of patients.
• These codes are maintained and updated by the National Center for Health Statistics (NCHS) and the Centers for

Medicare & Medicaid Services (CMS).
• Updates are released every year on October 1.

3. HCPCS Level II (Healthcare Common Procedure Coding System Level II)
• HCPCS Level II codes are used for medical supplies, equipment, ambulance services, and some drugs that are not

included in CPT codes.
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• These codes are maintained and updated by the Centers for Medicare & Medicaid Services (CMS).
• Major updates are released on January 1 every year (with some quarterly updates if needed).

7. What is a Healthcare Claim?

A healthcare claim is a request submitted to an insurance payer for reimbursement of healthcare services provided to a
patient.

In simple words: Provider → Creates Claim → Claim submitted to Payer → Payer processes → Payment/Denial

A claim generally contains:

• Patient information
• Subscriber/insurance information
• Provider information
• Diagnosis codes
• Procedure/service codes
• Modifiers
• Units
• Charges
• Place of service or facility information

8. The Two Major Claim Forms

There are two important claim forms students should understand:

Claim Form Common Name Mainly Used For

CMS-1500 Professional Claim Form Physician/professional services

UB-04 Institutional Claim Form / CMS-1450 Hospital/facility services

Easy way to remember: CMS-1500 = Professional • UB-04 = Facility/Institutional

CMS-1500
The CMS-1500 is the standard claim form used primarily to report professional healthcare services.

• Physician services
• Office visits
• Surgeon services
• Anesthesia services
• Professional radiology services
• Professional laboratory services
• Other healthcare professionals

The CMS-1500 is associated with the 837P electronic claim (P = Professional).

Remember: CMS-1500 → 837P → Professional Claim

UB-04
The UB-04, also known as CMS-1450, is the standard claim form used primarily for institutional/facility services.

• Hospital inpatient services
• Hospital outpatient services
• Emergency department facility services
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• Skilled nursing facility services
• Certain facility-based services

The UB-04 is associated with the 837I electronic claim (I = Institutional).

Remember: UB-04 → 837I → Institutional Claim

CMS-1500 vs UB-04

Feature CMS-1500 UB-04

Type Professional Institutional

Electronic equivalent 837P 837I

Common user Physician/professional provider Hospital/facility

Diagnosis ICD-10-CM ICD-10-CM

Procedures CPT/HCPCS Revenue codes + HCPCS/CPT where applicable

Facility information Limited Extensive

Revenue codes Generally not used Important

Room & board Not typical Common

Inpatient hospital billing Professional claim may be submitted for
physician services Facility claim

Outpatient facility billing Professional component may use CMS-1500 Facility component generally uses UB-04
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