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Suppression or Stimulation: the Bilateral Effects of Internet
Peneration on Healthcare Expenditures

Meng Yingying, Zhang Kang(Wuhan University )

Abstract The continuous growth of healthcare expenditures has long been a prominent challenge in
the reform of China's medical and healthcare system. The information technology revolution, epitomized by
internet penetration, offers innovative opportunities for overcoming traditional cost-control bottlenecks.
Based on China's provincial panel data from 2006 to 2023, this paper employs a two-tier stochastic frontier
model to measure the suppressing, stimulating, and net effects of internet penetration on healthcare expendi-
tures. The results indicate that the suppressing effect of internet penetration reduces healthcare expenditure by
12.52% below the frontier level, while its driving effect pushes up expenditure by 2.52% above the frontier
level. The combined effect of the two makes the actual expenditure 10% lower than the frontier level. Mecha-
nism analysis indicates that internet penetration helps alleviate patients' information disadvantages in disease
prevention, medical service selection, and treatment decision-making, thereby curbing healthcare expendi-
ture. Accordingly, while accelerating internet penetration, China should optimize mechanisms for the release,
supervision, authentication, and evaluation of online healthcare information, so as to promote in-depth inte-
gration of internet-based healthcare information with primary healthcare services.

Key words internet penetration; healthcare expenditures; bilateral effects; healthcare information
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