
1

Presenter, Connor Jorgensen, LFC Analyst
Presentation for Higher Education Funding Formula
August 20, 2025 

Funding Performance through the Higher 
Education Funding Formula



2

Funding Formula

The Higher Education 
Funding Formula is a 
base-plus allocation 
model for new higher 
education I&G 
appropriations.
• Formula is not 

defined in statute 
and is altered 
annually by HED, 
DFA, LFC, and 
institutional staff.



Institutional Performance Premium
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Institutional Performance Premium Measures (IPP) are intended to 
provide additional funding for increased performance.
• There are currently four measures:

• End of course student credit hours
• Total awards
• Awards in STEM, Health or Workforce programs
• Awards received by at-risk students defined by Pell grant 

eligibility
• To qualify for IPP funding, an institution must achieve a minimum 

performance threshold.
• Unallocated IPP funding is then redistributed based on standard 

allocation.

Issues:
• Three of four measures are based on awards, which lag by several 

years.
• Enrollment is not counted for IPP increases, nor is retention.



Standard Allocation
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The standard allocation is distributed based on the share of student 
credit hours and awards that are produced by each institution.
• The market share approach means that additional funding will be 

awarded to institutions regardless of changes in performance.
• Enrollment and awards have generally been declining over the 

past decade, though are up in recent years. This dynamic meant 
that few institutions qualified for IPP allocations.

• As IPP distributions fell, the standard allocation share of formula 
funding increased.

Issues:
• Using market share reduces performance incentives.
• The focus on awards creates a lag in formula reactivity to 

changes at institutions.
• Bachelor’s degrees often take 6+ years to complete while 

associate degrees often take 3+ years.



Mission Specific Measures
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There are four mission specific performance measures designed to 
reflect the different educational missions of the higher education 
sectors.
• Research: applicable to R1 institutions only (UNM, NMSU, NM Tech) 

based on the set percentage by institution.
• MP60: applicable to comprehensive institutions only (ENMU, NMHU, 

NNMC, WNMU) based on students achieving 60 credit hours.
• MP 30: Applicable to comprehensive, branch, and independent 

community colleges based on students achieving 30 credit hours.
• Dual credit: Applicable to comprehensive, branch, and independent 

community colleges based on end of course dual credit hours.

Issues:
• Research measure is a set distribution regardless of R1 performance.
• Dual credit will no longer be a requirement for high school 

graduation beginning in 2029.



Defining Performance

Institutional Performance Premium

Level Criteria Award

1 >=95% 100%

2 90% - 94.9% 75%

3 85% - 89.9% 50%

4 Crnt Yr > Prior Yr 25%
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Qualification for institutional performance funding requires 
institutions to hit performance thresholds that determine the 
amount of the award.
• The criteria are based on performance relative to a 5-year 

average.
• IPP awards allow an institution to produce up to 15 percent 

fewer awards or credit hours and still qualify.

Additionally, the formula weights all credits by the type of credit 
e.g. upper division or lower division and subject area e.g. 
English versus engineering.



Funding Formula Equity
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The formula no longer includes redistribution 
which provides financial stability but may 
contribute to longer-term inequities given 
changes in enrollment.



Appropriation Comparison
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Source: SHEEO, 2024 Annual Report

State and Local Public Higher EducationSupport per FTE Student (FY24)

New Mexico ranks 3rd in the nation for state and local appropriations for higher 
education. However, the state has the 4th lowest tuition and fees in the nation 
and ranks 8th when all revenue sources are accounted for. 





Policy Options
New Mexico compares favorably to the nation in terms of total funding 
and is among the best funded higher education systems in the nation 
for state and local funding. However, student completion remains near 
the bottom of the nation pointing to the need to better target new 
appropriations to drive student outcomes. To address this, the 
Legislature may consider:
• Defining base funding adequacy based on existing appropriations, 

enrollment, academic offerings, and available revenue streams.
• Inclusion of first-year student retention measures. 
• Increasing performance premiums and reducing standard allocation.
• Discontinuing mission-specific measures to place additional emphasis on 

performance premium funding.

The last major revision to the funding formula was conducted in 2012. A 
new systematic review considering changes in educational delivery and 
workforce outcomes may help the state improve outcome-based funding 
for higher education.
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Connor Jorgensen, LFC Analyst
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