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Abstract: We study the effect of telehealth adoption on geographic competition among urban and rural healthcare
providers, and associated quality of care impacts. To causally identify the effects of telehealth adoption, we consider a
quasi-natural experiment: states' entry into the interstate medical licensure compact (IMLC), wherein participating states
coordinate to streamline licensing for physicians wishing to provide tele-health services across state lines. We first show
that affected physicians receive more state licenses and earn higher compensations, thereby establishing the IMLC entry
shock's validity and its positive effect on telehealth adoption. We then examine the heterogeneous effects on provider
earnings and quality of care, across urban and rural areas. First, we report evidence that urban, specialist and high-quality
providers are systematically more likely to deliver telehealth services, as they benefit the most by expanding their service
scopes to a wider geographic market. Second, as the urban providers begin to offer their services to rural patients, rural
providers experience a drop in their in-patient visits, and in turn a drop in earnings. We consider the implications for
patient quality of care, and we discuss the implications for healthcare providers and the government.
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