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Abstract The effects of sequential changes in medical fees over time were not ex-
amined in previous studies of health care cost containment. Changes in medical
fees did boost the relative price of health care, and household preferences with re-
gard to health care have changed. We derived a health care demand function by re-
solving the utility maximization problem of a representative household that can
gain welfare from their utilization of health care and other goods. Each variable
of health care, the other goods and the relative price of health care has a unit root,
and we found a cointegration relationship among the variables. The amount of
health care used is an out-of-pocket payment for a household. We estimated the
health care demand function using monthly data from January 1992 to December
2003, and showed that the utility of the household derived from health care per unit
had declined during the sample period. The data indicates that a rise in the relative
price of health care leads to a lower utility of health care by the household per unit

in an aging society.

Key words Changes in medical fees, Cointegration, Health care demand, Intergen-
erational allocation, Price elasticity in the long run
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