In an extraordinary step, New Mexico signaled on Monday that the current administrator for behavioral health likely won’t keep a four-year contract worth more than $1 billion a year. 

Gov. Bill Richardson directed a state agency that oversees services to the state’s mentally ill and those struggling with substance abuse to seek proposals in coming months from companies that would want to bid on managing those services. 

Richardson’s directive to the New Mexico Behavioral Health Collaborative comes seven months into the trouble tenure of Optum Health Care as the state’s administrater of so-called behavioral health services. 

Optum took over the state’s four-year, behavioral health in July 2009. But Optum’s performance has not lived up to state officials’ expectations, especially when it discovered that hundreds of providers statewide had to wait, sometimes months, to get paid for services already rendered.

The trouble was with Optum Health’s electronic claims management system, touted as a way to promptly pay nonprofits and others working with the mentally ill and those struggling with substance abuse. The system failed under the crush of real-world use after it went live July 1, as the volume of invoices and claims that flooded the system were much greater than the test sample of claims the state used to conduct its readiness review.

The problems left many providers dipping into reserves just to stay afloat. 

The governor in a statement Monday downplayed the significance of Optum’s problems in the decision to go in search of a new behavioral health provider.

“The State faces difficult budgetary times and, in light of these challenges, the way in which the services that the Behavioral Health Collaborative provides to New Mexican’s are paid for and delivered needs to be evaluated,” the Governor was quoted as saying in a news release.  “The focus should be on the most efficient and effective manner of administering and delivering these services, while maintaining the highest level of quality.” 

Optum’s troubles were one of the reasons that led to the state’s decision to seek proposals, acknowledged a spokeswoman for the New Mexico Behavioral Health Collaborative.

But it wasn’t the only reason.

“Issues at Optum are certainly there,” said Betina McGonzales McCracken. “But the fact that we have a new RFP has to do with the budget, Medicaid redesign, and health care reform.”

The state, struggling financially, is currently trying to save money in the Medicaid program, the low-income health insurance program. Behavioral health services are funded through Medicaid, which is jointly paid for by the federal and state governments. 

Also the state is changing policies in anticipation of whatever health reform law comes out of Washington, McCracken said. 

Optum’s takeover of the state’s behavioral health services last year was dogged by controversy. Optum took over from Value Options, which last year challenged New Mexico’s decision to contract with Optum despite Value Options’ bid to keep the work. 


Value Options on Monday reacted to the news of a new contract process with little fanfare. 

“We’re eager to help address New Mexico’s need for an efficient behavioral health care system, and we look forward to learning about the requirements and being part of the bid process,” said Lon Wagner, director of communications for Value Options.

Representatives of Optum could not be reached for comment. 

Optum’s 

Many providers across the state found themselves dipping into cash reserves to survive from July through October as they waited for Optum to pay for services rendered. Optum acts effectively as one-stop shop, approving or rejecting claims submitted by providers and then paying the approved claims with government money.

The trouble was with Optum Health’s electronic claims management system, touted as a way to promptly pay nonprofits and others working with the mentally ill and those struggling with substance abuse. The system failed under the crush of real-world use after it went live July 1, as the volume of invoices and claims that flooded the system were much greater than the test sample of claims the state used to conduct its readiness review.

The decision to seek proposals comes at a time that the Collaborative is still .

the mentally ill and those struggling with substance abuse. 

“The State faces difficult budgetary times and, in light of these challenges, the way in which the services that the Behavioral Health Collaborative provides to New Mexican’s are paid for and delivered needs to be evaluated,” said the Governor.  “The focus should be on the most efficient and effective manner of administering and delivering these services, while maintaining the highest level of quality.” 

, which oversees Optum Health Care,  to a state agency to seek proposals .

hat oversees a firm that manages Optum Health Care to issue requests overseeing how mental health and substance abuse services are administered to .

the Behavioral Health Collaborative to issue a Request for Proposals (RFP) as soon as possible in anticipation of the need for future changes in the administration and delivery of mental health and substance abuse services. 

“The State faces difficult budgetary times and, in light of these challenges, the way in which the services that the Behavioral Health Collaborative provides to New Mexican’s are paid for and delivered needs to be evaluated,” said the Governor.  “The focus should be on the most efficient and effective manner of administering and delivering these services, while maintaining the highest level of quality.” 

The direction from the Governor took into consideration proposed changes in the Medicaid program and the Human Services Department’s efforts to redesign the program to align with upcoming national health care reform.  It is critical that New Mexico’s behavioral health system be a partner with these changes.  

“I am hopeful that this process will result in the best possible outcome for the State and the New Mexican’s who depend on these important services,” the Governor added

How Timeline could go.

Getting an RFP this spring could be a quick turnaround. Proposals get them in summer and fall. Nothing would be changing this same time next year.

Optum can respond.

Very possibly.

This decision was in the works. We were in anticipating this. We received the letter either Friday or today. 

Budget concerns – to work for more cost efficiency. Medicaid redesign. 

I don’t know I think it is an opposite to we are delivering the services right now.Medicaid redesign – is honestly the main reason for looking at . Issues at Optum are certainly there. But the fact that we have a new RFP has to do with the budget, health care reform.

The main reason are the budget, Medicaid redesign and health care reform. 

