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he state and federally run health insurance exchanges
established under the Affordable Care Act (ACA), collectively
referred to as the Health Insurance Marketplace, entered their
eighth open enrollment period at the end of 2020. Although the
ACA and its Marketplace have seen their share of challenges—from
insurers leaving the Marketplace, resulting in counties with no
options, to rising unsubsidized premiums and threats of repeal—it
nonetheless continues to be a crucial source of coverage for millions
of Americans who do not qualify for employer-sponsored coverage
or Medicaid.® During crises, like the COVID-19 pandemic, the
Marketplace can play a significant role in providing a source of
coverage that is decoupled from work for those households that
have too high of an income to qualify for Medicaid but otherwise
would lack access to health insurance coverage.®
Given the continued significance of the Marketplace, it isimportant
to consider the ways in which Americans receive information about
these health insurance options. The Trump administration ended
television advertising and severely cut funding for enrollment
assistance for the Marketplace prior to the 2018 open enrollment
period, cuts that persisted until the administration’s end in 2020.”
Federal officials in the Trump administration noted “diminishing
returns” to television advertising, in opposition to their own leaked
internal research, arguing that a shift toward online advertising was
a better use of resources as the novelty of the ACA and Marketplace
as part of the American health insurance landscape had worn off.”#
This argument that the public is broadly aware of the Marketplace
was repeated in a 2019 Congressional hearing, in which it was
asserted by some that insurers could fill the hole that states and
the federal government have left as their advertising declined or
disappeared.® Although one-fourth of Marketplace enrollees for 2020
were new customers (suggesting they had at least some awareness),
millions of Americans each year may transition into eligibility for
subsidized Marketplace coverage who were never previously enrolled
in it, including by aging out of parental coverage, losing employer-
sponsored coverage through job loss or transition, starting a small
business, or gaining enough income to lose Medicaid eligibility.® There
are millions of uninsured adults eligible for Marketplace subsidies
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OBJECTIVES: The Trump administration ended television
advertising for the Health Insurance Marketplace prior to
the 2018 open enrollment period, leaving insurers as the
predominant source of health insurance advertising. Prior
research findings are mixed on the effectiveness of private
advertising on Marketplace enrollment, but no work to date
has examined how competitive changes in health insurance
markets are related to marketing patterns. This study
provides the first evidence on how insurers are altering their
marketing in response to changes in competition.

STUDY DESIGN: This study links data capturing
Marketplace participation (CMS Qualified Health Plan
Landscape files) by county and health insurance advertising
(Kantar Media/Campaign Media Analysis Group) by media
market for the 2014 through 2018 open enrollment periods.

METHODS: We used population-weighted county fixed
effects models to estimate the relationship between year-
over-year changes in Marketplace competition and changes
in (1) total private advertising and (2) advertising per insurer.

RESULTS: Going from multiple insurers to a single insurer
resulted in 465 fewer private ads aired within a county
during open enrollment (P<.01), a 17% to 38% reduction.
Losing monopoly status is associated with a drop in
advertising of 452 airings per insurer (P<.01), and becoming
a monopolist is associated with 293 more airings per insurer
(P<.01).

CONCLUSIONS: Insurers are not replacing the decline in
government-sponsored advertising. We find that insurers
behave as if they are responding to strategic incentives,
advertising more when they become a monopolist but not
filling the hole left by their former competitor, which has
implications for the volume of messages seen by consumers.
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TAKEAWAY POINTS

to date, on states using the federal platform
(HealthCare.gov) during the 2015 through 2018
open enrollment periods, found a positive asso-

Insurers are not picking up the slack as government-sponsored advertising has decreased

and are instead behaving in ways that benefit themselves strategically.

» Reductions in Health Insurance Marketplace competition leading to a monopoly county
resulted in a loss of between 17% and 38% of the population-weighted average of private

advertising during open enrollment.

v

to 2 or more insurers) and changes in total private advertising.

v

who could be covered at little to no cost to them.! Further, surveys
consistently demonstrate confusion on the part of the public about
the continued existence of the Marketplace.'>’* Former marketing
officials for HealthCare.gov have come out publicly to dispel the
notion that government advertising is no longer necessary, citing
the relative efficiency of their advertising spending relative to that
of insurers.”" Insurers, now the dominant television advertiser,'®
have the role of informing consumers about this market. However,
insurers face different incentives than the federal government in
choosing where to allocate their television advertising resources.
They may choose to focus on the most highly populated areas or
areas with more profitable populations net of risk adjustment to
maximize expected profits rather than focusing on areas with higher
populations of sick, or expensive to insure, unenrolled individuals
who may benefit the most from information about and access to
health insurance coverage.

A growing body of research has examined the effects of multiple
sources of television advertising on enrollment in the ACA health
insurance exchanges, commonly known as the Marketplace.'®*
Advertising is important because despite the maturing nature of
this market, confusion and uncertainty among consumers have
increased amid changing implementation and political upheaval.
The evidence on effects of privately sponsored advertising in
particular (distinct from federal or state ads or the overall volume of
advertising) has been lackluster thus far, with several studies showing
null or even negative effects of private insurer ads on Marketplace
enrollment.’®?? In a study of the original state-based exchange in
Kentucky, only a single-digit percentage of information-seeking
behavior (6% of page views and unique visitors to the website)
by potential enrollees was attributable to insurer advertising and
seemed to draw applications off-exchange (-11% total and -30%
of web-based applications, based on counterfactual predictions),"”
meaning that applications through the state Marketplace itself went
down and consumers were presumably enrolling directly through
insurer websites. In 2 national studies of the first open enrollment
period for the Marketplace (2014), one found no relationship of
private insurer advertising with the county-level uninsured rate
and the other found no relationship with individual-level odds of
having shopped for or enrolled in a Marketplace plan.?®? However,
the most comprehensive study of Marketplace advertising published

We find no relationship between a county becoming competitive (going from 1 insurer

This implies a potential 1-sided effect, with total private advertising dropping when markets
become a monopoly but not necessarily increasing when markets become competitive.

ciation of insurer advertising with county-level
Marketplace enrollment rate (average marginal
effect of 7.2 enrollees per 100,000 younger
than 65 years per additional 100 ad airings),
although the estimated magnitude of the
dose-response relationship was much smaller
than that of state and federal advertising.”* A
recent working paper has found that insurer
advertising has a positive effect on its own
enrollment, but without spillovers to other Marketplace insurers,
and is less effective than federal advertising.?

Independent of our evolving knowledge of the relative effectiveness
of different types of health insurance advertising on enrollment
in the Marketplace, no studies have yet explored whether and how
insurers are responding strategically in their advertisement invest-
ments to changes in Marketplace competition. There is clearly still
a need to inform the public about the Marketplace and desire by
insurers to increase their enrollment and market share in the regions
in which they operate. With the changes in market entry and exit
in the early years of the Marketplace, there is ample variation with
which to observe whether insurers as a whole are filling the gap left
by reductions in state and federal government advertising and how
they respond when facing changes in competition. Insurers with a
monopoly in a county can change the size and composition of the
risk pool through both pricing and outreach strategies, but their
approach may change in the face of another insurer entering that
market.?? This study provides the first evidence on how insurers
are altering their marketing in response to changes in competitive
pressure over time. This has important implications not only fora
better understanding of insurer behavior but also for the potential
educational value of insurance messages reaching consumers in light
of the near-disappearance of government-sponsored Marketplace
advertising in recent years.

METHODS
Data

This study links data from 2 primary sources—data capturing
Marketplace participation by county and health insurance advertising
data by media market—to understand how insurers altered their
advertising investments in response to changes in the competitive
environment. We used the CMS Qualified Health Plan Landscape
files to find the number of insurers participating (unique Health
Insurance Oversight System identifiers) in the Marketplace for
each county-open enrollment period for the 2014 through 2018
open enrollment periods.” We captured year-over-year changes
in county-level insurer competition—from 2 or more insurers to
linsurer and from 1insurer to 2 or more insurers. This was paired
with local broadcast and national cable advertising data from
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Kantar Media/Campaign Media Analysis Group,
obtained in collaboration with the Wesleyan
Media Project, to measure the total number

Marketplace Competition and Advertising by Insurers

FIGURE 1. Map of County Inclusion, 2014 to 2018 Open Enrollment Periods

of Marketplace-focused television ad airings
by private (ie, insurance companies, brokers),
federal government, and state government
sponsors for each media market—open enroll-

ment period, similar to previous studies.'®%?
For the data on health insurance advertising,
individual ads were viewed and coded based

on the product category targeted: Marketplace
or other private (individual or group market)
coverage, Medicaid, and Medicare. For private
advertising, we measure both the total volume
and mean volume of ad airings per participating
insurer (eg, total private ad airings for 2018
divided by number of participating insurers)
for each county—open enrollment period. For

Included
Not included

state ads, we also distinguished between ads
aired for the state in which the county is located

Source: Authors’ calculations from CMS and Kantar Media/Campaign Media Analysis Group data for the

2014 to 2018 open enrollment periods.

and ads aired for another state, as some media

markets cross state lines (for instance, the

Minneapolis media market reaches counties located in Wisconsin).
Like all previous studies,®? we use the count of ads aired as our
outcome due to cost and data availability limitations. Gross ratings
points (GRPs) theoretically do a better job of capturing potential
reach of advertising; however, the correlation between GRPs and
airing counts is very high, with a study of the 2004 presidential
campaign finding a correlation between them of 0.95.%

We used a crosswalk to uniquely assign each county to its
corresponding media market to allow Marketplace participation
data (at the county level) and advertising data (at the media market
level) to be merged. We also derived the mean county population
younger than 65 years during the study period (2013 to 2017) using
data from the Census Bureau Population Estimates Program to
allow for population weighting of our analysis.”

Statistical Analysis

Our analysis focuses on the 34 states that used the federal Marketplace
platform (HealthCare.gov) exclusively during the 2014 to 2018 open
enrollment periods, resulting in 2509 counties with complete
data (Figure 1). We describe population-weighted trends in
Marketplace advertising volume by sponsor type (private, federal,
state—own, state—other) for the included counties over the study
period and assess whether the volume of private advertising per
participating insurer is changing over time. We use population-
weighted county fixed effects models to estimate the relationship
between changes in Marketplace competition on changes in (1)
total private advertising and (2) advertising per participating
insurer. These models include indicators for year-over-year
changes in Marketplace competition (from 2 or more insurers to
1linsurer, from 1insurer to 2 or more insurers), year-over-year changes

in federal and state government advertising, and open enrollment
period fixed effects. The population weighting ensures that the
estimation incorporates counties proportionally rather than allowing
smaller counties to drive our results as much as a county several
times larger, accounting for the fact that more populous counties are
going to drive advertising volumes within a media market. Standard
errors were clustered at the media market level to match the level
at which advertising is purchased. Our analyses were conducted
in Stata version 16.1 (StataCorp).

RESULTS

The population-weighted county mean for private ad airings for
the included states fell from the 2014 (2619 airings) and 2015 (2734
airings) open enrollment periods to 2017 (1236 airings) before a
slight but statistically insignificant rebound in the 2018 (1247 ads)
open enrollment period (Figure 2). Population-weighted county
mean federal advertising fell from a level that nearly matched that
of private sponsors during the 2014 open enrollment period (2600
ads) to zero in the 2018 open enrollment period, after the Trump
administration chose to reduce funding allocated to Marketplace
promotion by 90% and focus on digital advertising.*® Private
advertising per Marketplace insurer similarly declined over the
first 3 open enrollment periods, by 18% (from 2014 to 2015) and 34%
(from 2015 to 2016), before rebounding in 2017 and 2018 to levels that
were still below those of 2015 (607 vs 647 ads per insurer) (Figure 3).

Our regression results (Table) show how private advertising
volumes change in response to changes in Marketplace competition
and advertising by government sponsors. Compared with no change
in competition, going from multiple insurers to a single insurer
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FIGURE 2. Population-Weighted County Mean of Private Health
Insurance Advertising by Sponsor Type, 2014 to 2018 Open
Enrollment Periods?

FIGURE 3. Population-Weighted County Mean of Private Health
Insurance Advertising per Participating Marketplace Insurer,
2014 to 2018 Open Enrollment Periods®
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2Means are weighted by mean county population younger than 65 years during
the study period.

Source: Authors’ calculations from CMS and Kantar Media/Campaign Media
Analysis Group data for the 2014 to 2018 open enrollment periods.

TABLE. County Fixed Effect Regression Estimates of Relationship Between Changes in
Marketplace Competition and Changes in Private Health Insurance Advertising, 2014 to 2018

Open Enrollment Periods?

Coefficient (95% ClI)

Change in total
private advertising

Covariate
Marketplace competition
No change in competition -

146.5
(-139.4 to 432.4)
-465.1**
(-786.7 to -143.6)

Change from 1 insurer to 22 insurers

Change from 22 insurers to 1 insurer

Government advertising

Change in federal Marketplace advertising -0.2(-0.4t0 0.1)
Change in own state Marketplace advertising  -0.2* (-0.3 to -0.01)
Change in other state Marketplace advertising 0.6 (-1.0t0 2.2)

Change in private
advertising per insurer

0.03 (-0.04 to 0.1)
0.2**(0.1-0.3)
0.1(-0.3t0 0.5)

2Means are weighted by mean county population younger than 65 years during
the study period. Dotted lines represent the 95% Cls.

Source: Authors’ calculations from CMS and Kantar Media/Campaign Media
Analysis Group data for the 2014 to 2018 open enrollment periods.

between changes in total private advertisingand
government-sponsored advertising were small,
indicating that insurers are not responding to
changes in government-sponsored advertising
at the county level. Only changes in state
Marketplace advertising from the state in
which a particular county was located had a

significant association with changes in private

R advertising, although the magnitude was small,

with 0.2 fewer private ads for each additional

(-615.9 to -287.2)

293.4%*

(87.7-499.1) state ad aired compared with the prior open

enrollment period (P <.05).

On a per-insurer basis (Table), losing
monopoly status is associated with a drop of 452
ad airings per insurer in county-level advertising
during an open enrollment period (P <.01).

*P<.05; **P<.01.

aModels are weighted by mean county population younger than 65 years during the study period, and
standard errors are clustered at the media market level. Coefficients for the county and open enroll-
ment period fixed effects and constant term are not shown. N=10,036 county-open enrollment periods.

Source: Authors’ calculations from CMS and Kantar Media/Campaign Media Analysis Group data for

the 2014 to 2018 open enrollment periods.

resulted in 465 fewer private ads aired in total within a county
during open enrollment (P <.01), which corresponds to between
17% and 38% of the county-level weighted mean of total private
ad airings during the 5 open enrollment periods included. We find
no relationship between a county becoming competitive (going
from 1 insurer to 2 or more insurers) and changes in total private
advertising. This implies a 1-way effect, with total private advertising
dropping when markets become a monopoly but not necessarily
increasing when markets become competitive. The relationships

Conversely, a market becoming a monopoly is
associated with an increase of 293 ad airings
per insurer during open enrollment (P <.01),
indicating that the remaining insurer fills
some of the gap left by its former competitor
but notall. The relationships between changes
in government-sponsored advertising and both total private and
per-insurer advertising were small or not significant.

DISCUSSION

Marketplace competition fell sharply over the initial years of
implementation, from approximately 80% of counties having at
least 3 participating insurers in 2015 and 2016 to approximately
36% in 2018.%° As such, whether and how insurers’ marketing efforts
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respond to these changes have implications for consumer awareness
about the availability of coverage and financial assistance. Our study
found that insurers are behaving as if they are responding to strategic
incentives, advertising more when they become a monopolist
but not filling the hole left by their former competitor. There are
2 explanations for this: (1) assumptions about consumers with no
alternatives and (2) maximizing marginal revenue. An insurer with
a newfound monopoly in a given county knows that it will get all
the Marketplace enrollment in that year, so it has little incentive
to invest in making up the hole in advertising left by its former
competitor, greatly increasing its market share without a proportional
expansion of administrative costs and marketing. Disruptions in
coverage from an insurer exiting a market may also shrink the
enrollment pool.** Newly monopolistic insurers may be reluctant
to maximize enrollment because individuals who transition to a
new insurer may increase their use of care in the short term, costs
that may not be fully offset by risk adjustment revenue. However,
insurers do gain incremental revenue from each additional enrollee
given the minimum medical loss ratios (of either 80% or 85%)
established by the ACA, which provides an incentive to increase
enrollment regardless of the level of competition. They can use
advertising dollars to encourage those with a lower propensity to
enroll, like younger and healthier people who are cheaper to cover,
by educating them about benefits like free preventive services and
availability of premium subsidies and also pull in those who no
longer would be automatically reenrolled.?*? Increased competi-
tion in the Marketplace would also mean increased competition
forlimited advertising slots, which could raise prices and result in
lower advertising per insurer even if ad spending remained the same.

Limitations

This study has several limitations to keep in mind when considering
our findings. We assume that insurers know the market structure of
each county (or county within a larger rating area) before they place
their advertising orders. Marketplace plans are typically submitted
in May or June of each year, with contracts signed in late September
before the open enrollment period starts in the fall for coverage
that begins on January 1 of the following year. However, not all
county monopolies would have been anticipated because several
insurers have withdrawn from markets late in the rate filing process
when their competitors’ advertising plans may have already been
finalized. Also, some insurers took the opportunity of filling bare
counties (those without a participating insurer) where there may
not have been the time or capability to change advertising strate-
gies.”® We examine the relationship between market competition
and advertising volumes without incorporating information on the
larger dynamics of entry and exit decisions in the Marketplace, in
which claims experience, regulatory changes, and other factors may
play aroleinindividual insurers deciding whether to participate in
a given county or in the Marketplace at all.*** Another limitation
relates to the advertising data. Local broadcast television advertising
is not targeted to a specific county but rather to a media market

Marketplace Competition and Advertising by Insurers

as a whole. In this study, all counties are uniquely assigned to
a single media market, and thus advertising doses are constant
across all counties within each market for each open enrollment
period. We weighted our models by population to allow counties
to contribute proportionally to our estimates, minimizing the
influence of smaller counties that are likely not the primary target
of insurer advertising. Finally, although the insurer competition
data are restricted to Marketplace participants, the advertising data
encompass insurer advertising for any private non-Medicare and
non-Medicaid health insurance product—which includes Marketplace
and other ACA-compliant plans but also potentially employer and
non-ACA-compliant plans (eg, short-term plans, limited duration
plans). Insurers may also engage in marketing outside of television
(eg, billboards, radio, digital advertising, community events) to
focus on specific counties, which we do not observe.

CONCLUSIONS

These findings tell an important story about the differing roles of
government and insurers in informing consumers about health
insurance options. Although total private advertising nationwide
seemed to rebound during the 2018 open enrollment period as the
federal government ended its television campaign,® the story looks
considerably different at the county level. Insurers are generally not
replacing marketing 1-for-1as government-sponsored advertising
and specific mentions of the Marketplace have decreased, and they
are instead behaving in ways that benefit themselves strategically.
This has implications not only for the volume of messages seen by
consumers to educate them about open enrollment and financial
assistance, but also for the strength and competitiveness of the
Marketplace in the face of ongoing political volatility. Private health
insurance advertising rarely communicates the explicit role of
government in the availability of individual market coverage.!s
We know not only that consumers respond to the perceived benefit
of public programs, like the Marketplace, but that partisanship
and political messaging also play a key role in participation and
creating policy feedback.>**! In spite of the health and economic
effects brought on by the COVID-19 pandemic, reports suggest
that President Trump had not abandoned his desire to repeal the
ACA.“ The Biden administration has reversed course, opening a
broad special enrollment period in early 2021 with significant new
investments in marketing and community outreach.>* At a time
when health insurance disruption has spiked to levels never before
seen in modern history, understanding the composition, effects,
and strategic interactions among stakeholders in the Marketplace
is more important than ever. |
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