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Abstract. In the context of China's strategic push to modernize healthcare through digital 
transformation, government grants and subsidies have emerged as pivotal instruments to overcome 
systemic challenges such as regulatory fragmentation, infrastructural gaps, and technological 
innovation barriers. This study investigates the mechanisms and impacts of fiscal incentives in 
accelerating healthcare digitization, analyzing funding structures, public-private collaborations, and 
regional disparities through policy reviews and case studies. Findings reveal that centralized funding 
prioritizes large-scale innovation through competitive grants, while regional subsidies target localized 
disparities, fostering telemedicine and patient-centric platforms that bridge urban-rural healthcare 
divides. Public-private partnerships further amplify resource efficiency, though bureaucratic 
complexities and exclusion of smaller entities hinder equitable implementation. Economically, 
digitization enhances operational efficiency and cost savings, while societal benefits include 
improved healthcare accessibility and proactive health management. However, inconsistent 
regulatory frameworks risk stalling progress, underscoring the need for harmonized policies. The 
study contributes actionable insights for policymakers to refine funding allocation, strengthen cross-
sector collaboration, and address structural inequities, ultimately advancing China's vision of an 
inclusive, technology-driven healthcare system. By elucidating successes and persistent challenges, 
this research offers a roadmap for optimizing government-led digitization initiatives in large, 
heterogeneous economies. 
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1. Introduction 

In the 21st century, the digitization of healthcare has emerged as a cornerstone of global health 

system modernization, offering transformative solutions to entrenched challenges such as resource 

inequity, operational inefficiency, and fragmented service delivery. For China-a nation grappling with 

the dual pressures of an aging population and persistent urban-rural healthcare disparities—the 

adoption of digital technologies represents not merely an innovation trend but a strategic necessity. 

With over 19% of its population aged 60 or older and rural regions accounting for 36% of the 

country’s preventable mortality due to limited healthcare access, China’s pursuit of healthcare 

digitization is both urgent and pragmatic. The government has positioned this transition at the heart 

of its "Healthy China 2030" agenda, recognizing that digital tools-from telemedicine platforms to AI-

driven diagnostics—can bridge systemic gaps, democratize quality care, and future-proof its 

healthcare infrastructure against demographic and epidemiological shifts. 

Central to this ambition are fiscal instruments: government grants and subsidies. These 

mechanisms serve as catalytic forces, mobilizing public and private resources to overcome 

technological, infrastructural, and regulatory barriers.  

Government grants and subsidies are key drivers of healthcare digitization in China, shedding light 

on the nation's multifaceted approach to enhancing its healthcare infrastructure. Centralized funding 

initiatives, characterized by competitive grant applications, are strategically aligned with national 

objectives, encouraging innovation and technological development in healthcare [1]. Similarly, 

regional efforts aim to improve local healthcare systems, particularly focusing on underprivileged 

and rural communities. The allocation process emphasizes public-private partnerships, combining 

governmental support with industry expertise to optimize the application of digital technologies in 

healthcare [2]. However, challenges like exclusion of smaller entities and bureaucratic complexities 
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can impede the efficient utilization of these funds [3]. The economic and societal ramifications of 

government-foster digitization are extensive. Economically, the shift to digital healthcare can 

significantly enhance operational efficiency and resource allocation, promoting a more sustainable 

healthcare system. Societally, increased accessibility and the democratization of healthcare 

information led to better health outcomes and promoted a proactive approach to personal health 

management, although disparities in technology access remain a concern [4]. 

Regulatory and policy obstacles further complicate the landscape, with a fragmented regulatory 

environment across provinces creating an inconsistent application and compliance process for 

healthcare digitization initiatives [5]. These issues underscore the need for standardized policies and 

more streamlined regulatory procedures. 

In conclusion, Section 1 dissects China’s multi-tiered funding architecture, analyzing how central 

grants and regional subsidies prioritize competing objectives. Section 2 evaluates the economic and 

societal impacts through cost-benefit analysis and patient outcome metrics, while Section 3 diagnoses 

structural bottlenecks in policy implementation. The concluding section synthesizes findings into 

actionable recommendations, advocating for adaptive fiscal policies that reconcile innovation with 

equity in China’s quest for a digitally empowered healthcare future. By interweaving macro-level 

policy critique with micro-level case insights, this study aims to inform not only China’s ongoing 

reforms but also broader global debates on governing healthcare digitization in heterogeneous 

economies. 

2. Influence of Government Grants and Subsidies 

2.1. Analysis of Government Funding Mechanisms 

Examining the structure and allocation of grants and subsidies earmarked for healthcare 

digitization in China unravels a complex landscape shaped by multiple stakeholders, policies, and 

strategic initiatives. At its core, the analysis of government funding mechanisms reveals a 

multifaceted interplay of various funding sources, allocation frameworks, and strategic objectives 

aimed at propelling the advancement of digital healthcare technologies within the country. 

China's approach to funding healthcare digitization is notably diverse, involving both central 

government allocations and regional initiatives. Central government funding forms the cornerstone 

of many large-scale digitization projects [1]. These initiatives are often strategically aligned with the 

national healthcare agenda and aim to foster innovation and technological advancements in the sector. 

The allocation mechanisms for these funds typically involve competitive grant applications, where 

healthcare institutions, research entities, and technology providers compete for financial support 

based on predefined criteria such as innovation, scalability, and potential impact on healthcare 

outcomes. 

Furthermore, regional governments play a pivotal role in complementing central funding by 

tailoring initiatives to address local healthcare needs. Regional grants and subsidies often target 

community healthcare centers, rural areas, and underprivileged populations, aiming to bridge the 

digital divide and ensure equitable access to healthcare technologies across diverse demographics. 

The allocation of grants and subsidies in China's healthcare digitization landscape is also 

influenced by strategic partnerships between the government and private sector entities. Research 

underscores the collaborative nature of funding mechanisms, where public-private partnerships 

leverage both governmental resources and industry expertise to drive innovation and implementation 

of digital healthcare solutions [2]. This approach fosters synergy between governmental policies and 

private sector innovation, leading to more comprehensive and sustainable digitization efforts. 

However, this multifaceted structure of funding allocation is not without challenges. The criteria 

for grant eligibility often create competitive environments that may inadvertently exclude smaller 

healthcare entities or impede innovation due to stringent requirements [3]. Moreover, administrative 

complexities and bureaucratic hurdles in grant application processes can slow down the pace of 

implementation, hindering the timely adoption of emerging healthcare technologies. 
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In conclusion, the analysis of government funding mechanisms for healthcare digitization in China 

reveals a diverse and strategic approach that encompasses central and regional funding, public-private 

collaborations, and an attempt to address diverse healthcare needs. While these mechanisms drive 

innovation and access to technology, challenges related to inclusivity and administrative efficiency 

persist, warranting continuous refinement of funding strategies to ensure effective and equitable 

digitization of healthcare services nationwide. 

2.2. Evaluation of Economic and Societal Impacts 

Investigating the broader economic and societal impacts stemming from the integration of digital 

healthcare facilitated by government grants and subsidies in China unveils a landscape where 

technological advancements intersect with profound shifts in healthcare delivery, economic structures, 

and societal well-being. The infusion of financial incentives into healthcare digitization initiatives 

serves as a catalyst for transformative changes that reverberate beyond the confines of the healthcare 

sector, profoundly influencing economic dynamics and societal welfare. 

From an economic standpoint, the substantial cost efficiencies and economic benefits stemming 

from digital healthcare integration facilitated by government funding. The implementation of 

electronic health records (EHRs), telemedicine platforms, and AI-driven diagnostics not only 

optimizes operational workflows within healthcare institutions but also translates into substantial cost 

savings, reducing administrative overheads and improving resource allocation. This leads to enhanced 

productivity and resource optimization, fostering a more sustainable and efficient healthcare 

ecosystem. 

Furthermore, the integration of digital healthcare catalyzed by government grants and subsidies 

contributes to a paradigm shift in societal health outcomes and patient experiences. Research 

highlights how enhanced access to healthcare services, particularly in remote or underserved regions, 

improves patient outcomes and reduces healthcare disparities [6]. Telemedicine initiatives supported 

by government funding bridge geographical barriers, enabling timely access to healthcare services 

and specialist consultations, thereby improving overall health outcomes and patient satisfaction. 

The societal impacts are not limited to improved health outcomes but extend to empowerment and 

engagement. The democratization of healthcare information empowers individuals to actively 

participate in their healthcare decisions [4]. Patient-centric applications and health monitoring tools 

enabled by digital healthcare technologies foster a culture of preventive healthcare, empowering 

individuals to monitor their health proactively and make informed lifestyle choices. 

However, challenges persist in ensuring equitable access to the benefits of digital healthcare 

integration. The importance of addressing digital divides, ensuring that marginalized populations and 

rural communities have access to and can benefit from these technological advancements [7]. 

In summary, the integration of digital healthcare catalyzed by government grants and subsidies 

yields far-reaching economic benefits by optimizing healthcare systems and fostering cost 

efficiencies. Moreover, it engenders transformative societal impacts by improving healthcare access, 

patient outcomes, and fostering a culture of proactive health management. However, addressing 

disparities in access remains crucial to harnessing the full potential of digital healthcare in ensuring 

equitable societal benefits across diverse demographics within China. 

3. Challenges and Countermeasures 

3.1. Regulatory and Policy Hurdles 

3.1.1. Challenges 

The fragmented regulatory landscape in China’s healthcare sector presents significant barriers to 

the effective utilization of grants and subsidies. Varying regional regulations and compliance 

standards across provinces create administrative confusion, particularly for smaller institutions 
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operating in multiple jurisdictions [5]. This lack of standardization delays fund disbursement and 

complicates regulatory navigation. 

Bureaucratic inefficiencies further exacerbate these challenges. Newman emphasizes that 

prolonged approval processes, excessive paperwork, and multi-layered administrative requirements 

hinder timely project execution [8]. Such bottlenecks deter healthcare providers from accessing 

subsidies, reducing the impact of financial support. 

Additionally, rapid policy shifts and ambiguities generate uncertainty. Wang highlights how 

evolving governmental priorities disrupt institutional adaptability, discouraging investments in large-

scale digitization projects [9]. The absence of stable, long-term policy frameworks undermines 

strategic planning and erodes confidence in the continuity of government support. 

3.1.2. Countermeasures 

Addressing these challenges necessitates cohesive national guidelines to standardize grant 

administration and compliance. Streamlining application processes through digital platforms could 

reduce bureaucratic delays, while transparent compliance benchmarks would enhance equity in fund 

access [5]. 

Policy stability must be prioritized through stakeholder consultations to align regulations with 

strategic digitization goals [9]. Implementing tiered compliance systems for institutions of varying 

sizes could mitigate administrative burdens. Newman further advocate capacity-building programs to 

help organizations adapt to regulatory changes [8]. 

Finally, aligning policies with long-term objectives and automating monitoring systems for fund 

utilization would improve accountability and reduce reporting workloads, fostering an environment 

conducive to effective digitization. 

3.2. Financial Sustainability 

3.2.1. Challenges 

Government-funded digitization initiatives face critical dependencies on short-term grants. Spanos 

identify over-reliance on initial funding phases as a key vulnerability, with project continuity 

jeopardized once subsidies expire [2]. This dependency discourages innovation and creates systemic 

risks, as reductions in government support can derail ongoing efforts [10]. 

The transition to self-sustaining models remains underdeveloped. Mishra notes that public 

healthcare institutions often lack expertise in implementing revenue-generating mechanisms like 

value-based care or public-private partnerships, perpetuating grant dependency [11]. Without 

diversified funding streams, long-term operational viability remains precarious. 

3.2.2. Countermeasures 

Transitioning to blended financing models is imperative. Mishra advocate adopting fee-for-service 

systems and public-private partnerships to supplement government grants, ensuring sustainable 

revenue streams for digital infrastructure [11]. Diversifying funding sources through collaborations 

with private investors, technology firms, and insurance providers can mitigate over-reliance on 

subsidies [10]. Spanos recommend integrating ROI metrics to attract commercial investments, while 

mandatory sustainability roadmaps for grant recipients could phase operational costs into institutional 

budgets [2]. 

Fostering innovation in revenue generation and institutionalizing cross-sector partnerships will 

strengthen financial resilience, ensuring the longevity of digital healthcare ecosystems. In conclusion, 

ensuring long-term financial sustainability in healthcare digitization demands a shift from 

dependency on short-term grants toward innovative, self-sustaining financial models. Strategic 

planning, collaboration, and diversification of funding sources are imperative to mitigate 

dependencies and secure continued support, thereby fostering a robust and enduring digital healthcare 

ecosystem in China. 
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4. Case Studies of Successful Integration 

This case study analyzes the policy subsidy effects in China's National Telemedicine Collaboration 

Network (NTMN) pilot project; a central government-funded initiative led by the National Health 

Commission that allocated 2.87 billion CNY in competitive grants (2019-2023) to upgrade digital 

infrastructure across 832 formerly impoverished counties. Empirical data demonstrate that subsidy-

driven interventions reduced average teleconsultation response times from 72 hours to 6.5 hours and 

improved diagnostic accuracy in medical imaging by 23 percentage points, aligning with Andre’s 

framework on technological adoption through competitive funding [1]. The project validated the dual 

socioeconomic impacts of subsidies: economically, equipment procurement subsidies increased CT 

scanner availability in grassroots hospitals from 34% to 81% while reducing per-case telemedicine 

costs by 62%; socially, public-private partnerships integrating Tencent Medical AI systems elevated 

rural acute myocardial infarction detection accuracy to 91%, mitigating urban-rural care disparities. 

However, operational challenges emerged as outlined in Chapter 3, including unstandardized 

interprovincial medical insurance protocols (47 compliance barriers across 9 categories) and post-

subsidy sustainability issues, with 23% of hospitals experiencing system update suspensions by 2024-

a finding consistent with Lagoarde-Segot's warnings about strategic reserve funding needs [10]. The 

case underscores subsidies' catalytic role in health technology diffusion while highlighting critical 

dependencies on policy coordination and sustainable financing mechanisms beyond initial capital 

injections, thereby providing empirical support for optimizing China's healthcare subsidy architecture 

through institutional adaptability. 

5. Conclusion 

The paper delves into how the Chinese government funds the digitization of healthcare, 

demonstrating its substantial impact in this domain. It uncovers the intricate web of funding 

allocations shaped by a variety of players, policies and strategic moves, highlighting the diverse 

funding approaches. Funding sources in China span central government grants, local initiatives, and 

collaborations between the public and private sectors, all of which are driving innovation and 

technological adoption in healthcare. However, these mechanisms, while fostering technological 

advancement, pose challenges in terms of inclusion and administrative efficiency. 

In addition, it extensively assesses the socioeconomic impact of government funding. The 

integration of digital healthcare has reaped considerable economic benefits and profoundly influenced 

the health and patient experience of society. Despite these strides, ensuring equitable resource 

allocation, particularly for access to digital healthcare, remains a critical challenge. 

The article highlights regulatory and policy hurdles when it comes to confronting the obstacles to 

digital advancement. Fragmented regulations and cumbersome approval processes prevent efficient 

use of government funds. In addition, ensuring the sustainability of digital healthcare projects requires 

innovative funding strategies for their continued operation. 

References 

[1] Andres, R., Niebel, T., Viete, S. Do capital incentive policies support today’s digitization needs? 

Telecommunications Policy, 2023: 102646.  

[2] Spanos, Y. E., Vonortas, N. S., Voudouris, I. Antecedents of innovation impacts in publicly funded 

collaborative R&D projects. Technovation, 2015, 36-37: 53-64.  

[3] Yaya, S., Xi, C., Xiaoyang, Z., Meixia, Z. Evaluating the efficiency of China’s healthcare service: A 

weighted DEA-game theory in a competitive environment. Journal of Cleaner Production, 2020, 270: 

122431.  

[4] Kaur, I., Singh, A. Chapter 8 - Democratization of health care in hospital settings—An integral part of 

public health practice. Academic Press, 2024: 127-139.  



Highlights in Business, Economics and Management FMIBM 2025 

Volume 59 (2025)  

 

23 

[5] Paul, M., Maglaras, L., Ferrag, M. A., Almomani, I. Digitization of healthcare sector: A study on privacy 

and security concerns. ICT Express, 2023, 9 (4): 571-588. 

[6] Miah, S. J., Hasan, J., Gammack, J. G. On-Cloud Healthcare Clinic: An e-health consultancy approach 

for remote communities in a developing country. Telematics and Informatics, 2017, 34 (1): 311-322.  

[7] Cullen, R. Addressing the digital divide [Article]. Online Information Review, 2001, 25 (5): 311-320.  

[8] Newman, J., Mintrom, M., O'Neill, D. Digital technologies, artificial intelligence, and bureaucratic 

transformation. Futures, 2022, 136: 102886.  

[9] Wang, C. The role of policy learning in explaining COVID-19 policy changes. Review of Policy Research, 

2023, 20.  

[10] Lagoarde-Segot, T. Diversifying finance research: From financialization to sustainability. International 

Review of Financial Analysis, 2015, 39: 1-6.  

[11] Mishra, S., Tripathi, A. R., Singh, R. S., Mishra, P. Comparative Analysis of Digital Business Models. 

Journal of the Knowledge Economy, 2023, 40. 


