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Abstract

In a model where patients face budget constraints that make some treatments unaf-

fordable without health insurance, we ask which treatments should be covered by universal

basic insurance and which by private voluntary insurance. We argue that next to cost ef-

fectiveness, prevalence is important if the government wants to maximize the welfare gain

that it gets from its health budget. Conditions are derived under which basic insurance

should cover treatments that are mainly used by high risk agents with low income.
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