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Where New Mexico Can Invest for
Greatest Impact

1 Educational Attainment
Education sets the stage for future
wealth

Education drives economic
Opportunity- 2 Earned Income

How does New Mexico create more

New Mexico's current fiscal strength creates a rare opportunity to address _ _
high-wage jobs?

longstanding gaps in educational attainment and workforce skills. Strategic
investments made today can increase future earnings, expand economic opportunity,

and strengthen the state's workforce for decades to come.
3 Employment

How does the economy change
when more New Mexicans work?



ion In

New Mexico Leads the Nat
Higher Education Funding

State and Local Public Higher EducationSupport per FTE Student (FY25)

$23,020
Source: SHEEO, 2025 Annual Report
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Significant Budget Growth

General Fund Higher Education Spending
(in millions)

New Mexico increased higher education $1,600
appropriations by 48 percent over the past 5

$1,400

years
$1,200
» The largest increase was in financial aid due $1,000
to the creation of a tuition and fee-free
scholarship program. e
» Spending for instruction still increased by 38 $600
percent over this time. $400
* The Legislature has prioritized spending on 00
the instruction and general base to provide
$0

colleges flexibility in spending priorities. o3 iy s fvae fvay

M Instruction and General ~ m RPSP/Categorical

m Financial Aid m Other
Source: LFC Files



Achieving Higher Education
Benchmarks

* Nearly all New Mexico Colleges and
Universities lag the nation in graduation and
retention rates.

Analysis of U.S. Versus N.M. Graduation Rates

Based on Completion Within 150% of Standard Time

« The state has made significant investments to
. . . Freshman U.S. Grad. NM 2024 Add'l Grads to

Improve retention and graduatlon through Institution | Class size Rate Grad. Rate Match U.S. Avg.
affordability and support appropriations. ENMU <750 38.9% 45 1% N/A
« Created a $1 billion trust fund to support NMHU <750 38.9% 26.2% 35
the lottery and opportunity scholarships. NM Tech | <750 38.9% 57.0% N/A
« Added $13.5 million for student support Northern | <750 38.9% 28.7% 16
directly to base budgets since FY24. WNMU <750 38.9% 32.2% 16
« Created a $20 million fund to reward UNM 2,000+ 66.2% 54.7% 299
institutions for increased retention. NMSU 2,000+ 66.2% 55.2% 248
Total 614

Source: LFC Files



Incentives for Improvement

(31} HIGHER EDUCATION DEPARTMENT 6,500.0 6,500.0

For a distribution to state-controlled four-year degree-granting higher education institutione for

getudent retention initiativee. The dietributione eghall be determined by a formula created by the
department 5 ee. To gqualify for a dietribution, the

current year retention rate for firet-time, full-time etudente retained to the second year must exceed

the retention rate for the prior year.

Distribution of FY27 Retention Bonus

(in thousands)
Percent$ [Retention

o : : G College |I&G Amount |Increase |Change
In 2025, the Leglslatgre appropriated $20 million over three NMTeon | 8225738 $8002 o —
years to pay a retention bonus to four-year colleges and NMSU $190,699.6| $1.957.1  1.0% 1.9%
universities for improved retention rates. UNM $299,760.2 $1,887.8]  0.6% 0.8%
« The funding is distributed by a formula which compares ENMU $50,049.7] $162.2)  0.3%  -3.7%
tention rates by two categories, gender and Pell Grant MY . ol
re_ S y g » 9 Northern | $15,729.7|  $264.9 1.7% 5.9%
eligibility. WNMU $33,851.7]  $626.5 1.9% 0.6%
« For FY27, all institutions received additional funding of Total $675,778.8 $6,500.0 1.0% 1.0%

between 0.3 percent and 1.9 percent of their base
appropriations due to improved retention.

« The average statewide retention rate climbed 1 percent
over the prior year.



New Mexico Funding Formula

*New Mexico uses a performance-based funding formula created in 2012 to allocate "new

money” only. This is known as “base-plus” budgeting.

= Base-plus budgeting means that institutions will never receive a reduction in funding because of the
funding formula; appropriations can increase due to performance, but they do not decrease.

*New Mexico uses a single funding formula to allocate “new money” to the four-year and two-
year sectors.

*The funding formula uses four primary measures, three measures of awards and one for end of
course student credit hours. The measures are weighted for upper-division v. lower division
courses and for subject matter (e.g. awards and credits in English v. Engineering).

"Formula adjustments are made each year by a technical committee including: the Higher
Education Department (HED), Department of Finance and Administration (DFA), Legislative
Finance Committee (LFC), and higher education institution associations and employees. The

formula serves as a basis for HED to make funding recommendations the LFC, Governor, and
Legislature.



New Mexico Funding Formula
Changes

*The funding formula has been changed in several notable ways over the
past four years:

= 2023 (FY24): removed certificates of academic progress from awards
measure while adding workforce certificates as eligible awards.

= 2024 (FY25): increased the performance premium weight from 10% to 20%
= 2025 (FY26): Increased the performance premium from 20% to 50%

= 2026 (FY27): Streamlined measures by removing momentum points which
provided an increase for students receiving 30 or 60 credit hours. Reduced
the set allocation for research institutions. Increased the weight to student
credit hours.

=*The changes made reflect the Legislature’s effort to streamline the
formula, improve incentives for outcomes, and meet basic operational
needs of institutions experiencing the fastest enrollment growth.



|
Funding Formula [ &
$36,168,416 FY26 - $904,210,400
4% of Prior Year Base

SHARED MISSION SPECIFIC
. . , $32,551,574 $3,616,842
The Higher Education 90% of New Money 10% of New Money
. . 50%
Fundmg Formulais a INSTITUTIONAL PERFORMANCE
. Premium Allocation (IPP) STANDARD ALLOCATION
base-plus allocation $16,275,787 $16,275,787
. 50% of Shared Measures 50% of Shared Measures + Unallocated IPP
model for new h |gher $16,275,787 + $4,739,197 = $21,014,984
. - - Standard Allocation by Measure
ed ucation |&G Performance I;ll-emlum Allocation by v
o ESEECH 35 weas"’: SRR EOC SCH - 29.0% Awards - 31.0%
appropriations. e g 35,606,104 Mission Specific Distributed
‘ ,244, 606, $3,616,842
* The formulais not STEMHW - 11.5% | | At-Risk - 18.5% STEMHW - 11.5% At-Risk - 18.5%
. . $2,079,684 $3,345,578 $2,079,684 $3,345,578 Dual Credit Research
defined in statute 3.0% 7.0%

Target Met = Premium Allocation $

. A $1,085,052 $2,531,789
an d IS a Ite red (1) Current Yr. Wt. Units > Prior Yr. Wt. Units

(2) Current Yr. Wt. Units > Floor Wt. Units Standard;:;i:t(;;l:usgg Formula
* 3 3
annual ly by HE D’ IPP Distributed Formula
DFA. LFC. and $11,536,590 EOC SCH Awards
’ ! EOC SCH Awards $6,207,632 $7,949,407
institutional staff. $4,281,209 $3,262,801
: STEMHW At Risk
STEMHW At-Risk
$2,013,512 $1,979,068 $2,145,856 $4,712,089
Unallocated IPP l v
$4,739,197

TOTAL DISTRIBUTED FORMULA
Inst. Perf. Prem. + Standard + Mission Specific
$11,536,590 + $21,014,984 + $3,616,842
Total Formula = $36,168,416
Plus
Non-Formula Adjustments = $5,957,800
GRAND TOTAL I&G NEW MONEY = $42,126,216
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