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Improving College Affordability to Support 

New Mexico’s Education, Workforce, and Economic Goals

States that graduate more college students and ensure that 
their workers have the skills needed for 21st century jobs have 
stronger and more competitive economies, higher wages, 
lower unemployment rates, and lower poverty rates.1 But 
New Mexico has not been focused on improving access to 
post-secondary credentials for lower-income students and 
older adults – including many parents with young children – 
that would help lead to a more broadly shared prosperity. 
Rather, the state is ignoring long-term economic demands, 
choosing, instead, to continue to be a low-wage state with the 
highest long-term unemployment rate, have the highest 
poverty rate among the employed, and have the second worst 
student loan default rate in the nation.2

�ere are several reasons for this, but the primary issues 
covered in this report are these: the state has drastically cut 
funding to its public universities and colleges, which has led 
to large tuition increases; the state’s �nancial aid is 
misdirected toward students who do not need it in order to 

complete a degree; the need-based College A�ordability 
Fund has been drained to pay for other unrelated priorities; 
and, the need-based �nancial aid that is available is 
insu�cient. Too many adults are le� with little choice but to 
go into debt or give up on attending college.

To strengthen our economy and our families by developing 
our workforce, we need to make adequate, strategic 
investments in our public universities and colleges to keep 
them a�ordable. We also need to make our largest 
state-funded �nancial aid program – the Legislative Lottery 
Scholarship – need-based so we focus on the students most in 
need of support to succeed instead of the students who are 
already likely to succeed. In addition, we should replenish the 
College A�ordability Fund and improve grants to better 
support part-time and older students wanting to earn 
credentials that can improve their families’ economic security 
as well as our workforce. 

INTRODUCTION
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State spending on public higher education per-student FTE, inflation-adjusted

New Mexico has underfunded public higher education 
institutions for years. State funding for higher education is 34 
percent lower now than it was in 2008, when looking at 
in�ation-adjusted state spending per full-time student 
equivalent (FTE) – down from $14,104 in 2008 to $9,313 in 
2018 (as indicated by the blue line in Figure I), according to a 
2018 report by the Center on Budget and Policy Priorities 
(CBPP). �at nearly $5,000 drop in per-student FTE funding 
since the start of the recession ranks New Mexico second worst 
in the nation for such funding cuts. Partly as a result of these 
funding cuts, tuition and fees at New Mexico’s public four-year 
institutions have increased, on average, by 38 percent since 
2008 on a per-student FTE, in�ation-adjusted basis – 
increasing from $5,023 in 2008 to $6,921 in 2018 (as indicated 
by the orange line in Figure I).3
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Meanwhile median household incomes have remained fairly �at 
over that time period. Similar increases in tuition have been 
enacted at the state’s two-year community colleges as well.4 

Even the state Legislative Finance Committee (LFC) has noted 
the problem of college a�ordability, stating in a 2017 evaluation 
report, “Cost of higher education remains a concern because 
decreasing state support generally leads to increased tuition.”5 
Other states have also observed that declining state 
appropriations have led to tuition increases at public higher 
education institutions.6   

Figure I: Lack of Funding has led to Tuition Increases at New Mexico 
Universities and Colleges

The amount of inflation-adjusted, per-student state funding and the tuition and fees at 4-year public 
institutions (2008-2018) 
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HIGHER EDUCATION CUTS IN NEW MEXICO 
HAVE BEEN DRASTIC

Source: 2018 CBPP analysis of Grapevine, College Board and SHEEO data



�e consequence of higher tuition is that students and families 
are bearing more and more of the cost of public higher 
education. College education is becoming less and less 
a�ordable for students of limited means, including many 
students of color. Adults of color in New Mexico have faced the 
most barriers to higher education, with only 21 percent having 
an associate’s degree or higher. New Mexico ranks poorly in the 
nation on this indicator.7 In 2017, average tuition and fees at 
public four-year institutions in New Mexico accounted for 20 
percent of the median household income for Blacks and 17 
percent for Hispanics, while it accounted for just 12 percent of 
the median household income for non-Hispanic Whites.8 And 
with college credentials becoming more out-of-reach, more 
and more employers are unable to �nd enough workers with 
the necessary college experience and credentials (see sidebar).

Moving forward, New Mexico needs to raise su�cient revenue 
to adequately invest in its higher education institutions. 
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More and more, 21st century jobs require at least some 
college education. But, in 2016, more than a third (36 
percent) of working-age adults (25 to 64 years of age) in 
the New Mexico labor force had been unable to attain 
either a high school diploma or equivalent, or any 
education beyond that. Another third (34 percent) had 
earned a high school diploma or equivalent and had some 
college, but had been unable to earn a four-year degree. 
�e �nal third (30 percent) had a four-year degree or 
higher.9

It’s been estimated that between 2014 and 2024, only 12 
percent of job openings in New Mexico will be for 
workers with only a high school credential or less, while 
48 percent of job openings will be for workers with more 
than a high school credential but less than a four year 
degree, and 40 percent will be for workers with a 
four-year degree or more.10 Without the proper 
workforce balance, New Mexico’s economy will su�er. 

Workforce development is not just important for our 
state’s economy, but also for our families since many 
adults with lower educational attainment are stuck in 
low-wage occupations that don’t provide family 
economic security. Not surprisingly, New Mexico ranks 
worst in the nation in the percentage of working families 
that live in poverty (earning below 100 percent of the 
federal poverty level, or FPL) or are low-income (earning 
below 200 percent of FPL).11 Since increasing the 
educational attainment and the income of parents also 
positively impacts their children’s educational success 
and overall well-being, workforce development is a 
two-generation strategy that would serve New Mexico 
well. �is is particularly important as the state ranks 

A 2014 statewide survey found that, on average, 47 
percent of employers had di�culty �nding quali�ed 
applicants and speci�cally, 25 percent of them had some 
di�culty �nding applicants with the needed educational 
level for the position. Looking at future employment 
needs, the survey found that the top three job categories 
that will need the most employees will require some 
college course work, occupational certi�cates, or 
associate’s degrees. Conversely, the category with the 
highest decrease in projected need was for workers with 
no high school diploma or equivalent.12  

The workforce is underdeveloped

Employers need workers with 
more education and skills
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While college is becoming harder and harder to a�ord for 
families of limited means, the �nancial aid that New Mexico 
provides is not well targeted to help those families who most 
need it. Prior to the early 1980s, virtually all state-funded 
�nancial aid across the nation was need-based.13 Over the past 
few decades, some states – including New Mexico – have 
shi�ed largely towards merit-based aid. Currently in New 
Mexico only 31 percent of the state-funded �nancial aid is 
need-based, compared with the national average of 76 percent 
(see Figure II), when looking at state-funded �nancial aid 
dollars per FTE undergraduate student.14  
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Figure II: New Mexico is Behind the Curve on the Share of Financial Aid that is Need-Based
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As 25 states target 95 percent or more of their state �nancial 
aid to need-based students, New Mexico is behind the curve 
nationally. With three of those states being Texas, Arizona, 
and Colorado, New Mexico is also behind the curve 
regionally.15 Overall, New Mexico does spend more money on 
�nancial aid per FTE undergraduate student than the national 
average and it also does rank near the national average on the 
proportion of state �nancial aid funding spent relative to 
overall spending for higher education.16 But the vast majority 
of the �nancial aid New Mexico provides is not need-based 
and hence not targeted to those who need it most – and 
low-income students su�er the consequences. 

NEW MEXICO DOES NOT PRIORITIZE STUDENTS WHO 
CANNOT ATTEND COLLEGE WITHOUT FINANCIAL AID

US 
76%

 
100%

NM 
31%

Percentage of state-funded financial aid per FTE undergraduate student that is 
need-based by state (2015-2016)

* States that use lottery funds for mostly merit-based college scholarshipsSource: NASSGAP Annual Survey, 2015-16

Less than one-third of state aid is 
targeted to students in need



Need-based state aid funding 
is insufficient

Many low-income students struggle to a�ord basic necessities 
and experience insecurity in housing as well as food, with 
students at two-year institutions more likely to su�er than 
students at four-year institutions.17 Black, Hispanic, and Native 
American college students, as well as older students, also have 
higher unmet �nancial needs than do their White peers.18 �is 
inability to meet basic needs makes it di�cult for students to 
persist in college and gain the credentials that can lead to 
economic security. With New Mexico’s lack of focus on 
need-based state aid and its high poverty rates, it is not 
surprising that the state fares poorly when it comes to the rate 
of low-income students enrolled in college. New Mexico’s 
estimated college participation rate for students from 
low-income families is only 22 percent, compared with the 
national average of 34 percent. �e highest-ranking state has a 
low-income student participation rate of 56 percent.19

New Mexico provided almost $105 million from the major 
state-funded �nancial aid programs to nearly 51,000 students 
in FY17.20 

Figure III outlines the ten primary state-funded �nancial aid 
programs (including grant, scholarship, and work-study 
programs) for undergraduate students enrolled in New Mexico 
public universities and colleges. Not included in this list are 
very small �nancial aid programs like the Vietnam Veterans 
program that impacted very few students in FY17. �ese ten 
major programs represent nearly 99 percent of the state’s total 
�nancial aid funds ($104.9 million out of $106.5 million) and 
more than 97 percent of the total number of all students who 
receive state aid (50,999 out of 52,477).

Figure III shows how little state funding is targeted to 
need-based �nancial aid programs. Out of the nearly $105 
million in state dollars spent on �nancial aid, only 18 percent 
($19.3 million) was spent on programs that are solely 
need-based. Data from previous years show similar funding 
patterns across these programs. While about 40 percent of all 
state aid awardees received solely need-based aid awards, the 
average award amounts for need-based state �nancial aid 
programs ($947) was a third lower than award amounts for 
merit-based state aid programs ($2,799). �e full cost of 
college attendance (COA) ranges widely. At CNM, the state’s 
largest two-year institution, the COA is $13,272 (of which 
$1,340 goes to tuition and fees) and at UNM, the state’s largest 
four-year institution, the COA is $19,542 (of which $6,644 
goes to tuition and fees). 
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Major New Mexico state-

programs (FY17)

Minimum 
credit load 
required

Merit-
based

Need-
based

Total 
amount 
of  state 
funding

Total 
number 

of  student 
awards

Average 
funds 

students 
receive 

Lottery Scholarship Full-time  $57,374,178 18,891 $3,037
Lottery Bridge Scholarship Full-time  $12,453,475 7,719 $1,613
Lottery Disability Scholarship   $470,311 175 $2,687
Athletic Scholarship  $13,528,974 1,697 $7,972
Competitive Scholarship Full-time  $1,354,544 1,714 $790
Legislative Endowment Half-time   $238,762 235 $1,016
New Mexico Scholars Full-time   $190,137 151 $1,259
Total with merit-based component $85,610,381 30,582 $2,799

Student Incentive Grant Half-time  $11,114,341 15,028 $740
College Affordability Grant Half-time  $1,848,404 3,174 $582
Work-Study Half-time  $6,376,640 2,215 $2,879
Total with need-based only $19,339,385 20,417 $947

Total for all programs $104,949,766 50,999 $2,058

Figure III: Less Than One-Fifth of New Mexico’s State-Funded Financial Aid 
Funds are Awarded on the Basis of Need

Source: NASSGAP �nancial aid reporting data

Notes: Some students who receive more than one form of state aid are counted more than once. �e NM Higher Education Department website has 
more information on the state-funded �nancial aid programs not listed here.

New Mexico state-funded financial aid programs by type and amount (FY17)



In FY17 two-thirds of our state �nancial aid dollars came 
through the merit-based Legislative Lottery Scholarship (see 
Figure IV) – New Mexico’s largest state-funded �nancial aid 
program – and the other two accompanying merit-based 
Lottery Scholarship programs, the bridge Lottery Scholarship 
(which covers the �rst semester of college not covered by the 
regular Lottery Scholarship) and the Disability Lottery 
Scholarship (which has lower attendance and completion 
requirements for students with disabilities). �ese three 
scholarships are the primary reason so little of our state’s 
�nancial aid funding is need-based. And since the Lottery 
Scholarships are only available to full-time students who have 
very recently earned their high school diplomas or equivalent, 
it leaves older and part-time students out even though these 
students constitute a majority of the student population. Many 
of these students have children to care for and are looking for 
credentials to increase their families’ economic security.

Research shows that merit-based scholarship programs bene�t 
middle- and upper-income students most – since they are more 
likely to have had access to greater educational resources and 
the experiences that lead to increased academic success. 
Because these students have other �nancial resources, these 
scholarship programs do not signi�cantly increase college 
graduation rates for those types of students.21 Conversely, 
need-based grants for low-income students have been shown to 
help with college access, persistence, and graduation.22 Making 
the New Mexico Lottery Scholarship programs need-based 
would maximize the outcomes they were intended to have – 
increased access to college, reduced students’ �nancial burden, 
and improved educational attainment in New Mexico.23  

Source: NASSGAP �nancial aid reporting data

Lottery Scholarships account for 
the majority of state’s aid

Merit-based lottery scholarships result in a transfer of 
wealth from those with lower incomes to those with 
higher incomes. Lotteries are disproportionately played 
by lower-income people who spend a higher percentage 
of their income on game tickets. �is regressive nature 
is worsened by the fact that merit-based scholarships 
tend to fund the education of middle- and high-income 
students who are much more likely to be able to a�ord 
college without �nancial aid.24 Studies have found that 
the Georgia HOPE Scholarship – a merit-based  lottery 
scholarship like New Mexico’s – disproportionally 
helped upper-income students and had a greater impact 
on college choice than on college attendance.25 In 
addition, since stagnating lottery revenues in New 
Mexico have not kept pace with scholarship demands 
and tuition increases, the state has enacted policy 
changes that make it harder for low-income students to 
access, retain, and bene�t from the scholarship. �ese 
changes include an increase in full-time credit hour 
requirements and signi�cantly decreased tuition 
coverage. Both of these changes are more likely to hurt 
students from low-income families than students from 
middle- and high-income families.

Merit-based lottery scholarships 
transfer wealth upward 

Figure IV: The Majority of New 
Mexico’s Financial Aid Comes 
through the Lottery Scholarships

New Mexico state financial aid funding by 
basis of eligibility (FY17)
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Source: NASSGAP �nancial aid reporting data

Unfortunately, we don’t know the full extent of the 
impact of the state’s �nancial aid decisions because 21 
percent of our state aid funding ($21.4 million, 
including $15.0 million from the Lottery 
Scholarships) goes to students who did not �ll out a 
FAFSA (Free Application for Federal Student Aid) 
form. �ese students are more likely than not to be 
from middle- or high-income families. A recent 
nationwide survey showed that of the undergraduates 
who did not apply for �nancial aid (including federal 
aid), the top two cited reasons for not applying were 
that they could a�ord college without aid (43 percent) 
and they thought they were ineligible (44 percent), 
usually because of their family income.27

�ere are indeed some low-income students who do 
not �ll out a FASFA form because they do not know 
about it, are worried about going into debt, or are 
undocumented and not eligible for federal �nancial 
aid.28 Requiring students to �ll out a FAFSA form (or 
a similar and simpli�ed state version for 
undocumented and �rst-generation students) in order 
to receive state �nancial aid would provide a clearer 
picture of who is bene�ting from state funding. In 
addition, it would give more �nancial aid options to 
students who have not historically �lled out a FASFA 
form, and likely bring in some additional federal 
monies, like Pell Grants, that generate economic 
activity in the state.

New Mexico could do a better job 
of tracking where state aid goesToo much state funding, including the Lottery Scholarship 

programs, goes to students from high-income families, many of 
whom are more likely than their lower-income peers to be 
eligible for substantial private and institutional merit-based 
scholarships. As seen in Figure V, 21 percent ($21.8 million) of 
New Mexico’s state-funding for the �nancial aid programs 
listed in Figure III goes to students from families that earn 
more than $80,000 per year, which is nearly double the state’s 
median household income of $46,744.26 More than 15 
percent of funding ($15.7 million) goes to student from 
families earning more than $100,000 per year. �is Figure 
excludes the $1.4 million in state funding spent on 
Competitive Scholarships for out-of-state students, since those 
are not available to New Mexico students. New Mexico 
families making $100,000 or more per year can more easily 
a�ord college costs for their children than low- and 
middle-income families can.

Looking speci�cally at the New Mexico Lottery Scholarships, 
nearly 27 percent of that funding (or $18.8 million) went to 
students from families earning more than $80,000 a year in 
FY17. Speci�cally, more than 19 percent of that funding 
($13.6 million) went to students from families earning more 
than $100,000 per year. All of this indicates that the state is 
spending tens of millions of dollars every year subsidizing 
college costs for high-income families. �is makes little sense 
in a state with high poverty rates and relatively low tuition 
costs. New Mexico would have more success generating 
good-paying jobs and improving our economy if we 
concentrated our e�orts on the students who would be unable 
to attend college without �nancial assistance instead of on 
those who would be able to attend college without it. 
Sliding-scale state assistance can be warranted for some 
families making $80,000 a year, particularly those with more 
than one child in college. Options for state aid with sliding 
scales are listed at the end of the report.
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Figure V: A Large Portion of the State’s Financial Aid Goes to High-Income Students 
Amount and percentage of New Mexico state financial aid (in millions) by income level (FY17)
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Other states with long-standing merit-based lottery 
scholarships29 (denoted by the yellow boxes in Figure 
VI, in addition to the orange boxes indicating New 
Mexico) rank near the bottom when looking at the 
percentage of their state funding that is need-based.30 
�ese states also rank poorly in key education and 
economic-related indicators, including adults with at 
least some college, median household income, adult 
poverty rates, and student loan default rates.31

States with merit-based 
lottery scholarships fare poorly 
on key indicators

Fig VI: States with Merit-Based Lottery 
Scholarships Fare Poorly on a Number 

of Indicators

State rankings by percentage of financial aid 
that is need-based and other indicators

Sources: NASSGAP Annual Survey, 2015-16 (percent need-based aid); US Dept. 
Education's Federal Student Aid O�ce (student loan default rate); ACS 2016 (adults 
25+ with some college, median income, and poverty rate)

Percent state-
funded need-

aid (2015-16)

Student loan 
default rate 

(FY14)

Adults age 
25+ with some 
college or more 

(2016)

Median 
household 

income (2016)

Poverty rate for 
18- to 64-year 

olds (2016)

AZ 100% ND 6.4% UT 70% MD $78,945 NH 7.8%

CA 100% MA 6.5% CO 70% AK $76,440 MD 8.9%

HI 100% VT 6.9% WA 69% NJ $76,126 AK 9.1%

IL 100% RI 7.3% MN 68% MA $75,297 HI 9.1%

KS 100% NH 8.4% OR 68% HI $74,511 NJ 9.5%

ME 100% NE 8.5% AK 67% CT $73,433 MN 9.5%

OR 100% NY 8.6% NH 67% NH $70,936 CT 9.6%

PA 100% MN 8.9% ND 67% VA $68,114 MA 9.9%

RI 100% CT 9.2% MA 67% CA $67,739 UT 10.4%

TX 100% UT 9.2% WY 66% WA $67,106 VA 10.6%

WA 100% DE 9.4% VA 66% UT $65,977 ND 10.7%

MD 99% NJ 9.8% NE 66% CO $65,685 CO 10.9%

MI 99% PA 9.9% MD 66% MN $65,599 DE 11.0%

MN 99% IL 10.0% KS 65% NY $62,909 NE 11.1%

VT 99% VA 10.0% MT 65% DE $61,757 WA 11.2%

IN 98% MD 10.1% HI 65% IL $60,960 WI 11.4%

NC 98% WI 10.3% VT 65% ND $60,656 VT 11.9%

NJ 98% MT 10.3% ID 64% RI $60,596 IA 11.9%

WI 98% TX 10.4% SD 64% WY $59,882 IL 12.1%

CT 97% WA 10.4% CT 64% VT $57,677 WY 12.1%

MA 97% CA 10.5% AZ 63% US $57,617 ME 12.1%

ID 96% SC 10.7% IL 63% OR $57,532 PA 12.3%

NY 96% HI 10.8% RI 63% NE $56,927 KS 12.3%

CO 95% ID 10.8% NJ 62% PA $56,907 SD 12.3%

IA 93% MO 10.9% CA 62% WI $56,811 RI 12.4%

NE 91% ME 11.0% NC 62% TX $56,565 NV 13.1%

OK 88% CO 11.3% MI 62% IA $56,247 CA 13.2%

VA 81% US 11.5% IA 62% NV $55,180 US 13.2%

US 76% OK 11.6% WI 61% KS $54,935 NY 13.5%

OH 71% TN 11.8% ME 61% SD $54,467 IN 13.5%

DE 63% AR 12.2% NY 61% GA $53,559 MO 13.5%

ND 61% GA 12.2% US 60% AZ $53,558 OR 13.7%

MO 57% KS 12.4% NM 60% ME $53,079 TX 13.7%

AL 48% IA 12.6% MO 60% MI $52,492 ID 14.0%

KY 45% NC 12.7% DE 59% OH $52,334 FL 14.0%

MS 42% LA 12.7% GA 59% IN $52,314 MT 14.0%

WV 42% AK 12.8% FL 59% ID $51,807 OH 14.1%

FL 39% MI 12.9% SC 58% MO $51,746 SC 14.3%

MT 33% AL 13.1% TX 58% FL $50,860 GA 14.5%

AK 32% NV 13.4% NV 58% NC $50,584 NC 14.6%

NM 31% OH 13.6% OK 57% MT $50,027 MI 14.7%

NV 29% SD 13.6% OH 57% SC $49,501 TN 15.0%

TN 28% KY 14.0% PA 55% OK $49,176 OK 15.5%

UT 20% AZ 14.1% AL 55% TN $48,547 AZ 15.6%

SC 17% OR 14.2% TN 55% NM $46,748 AL 16.2%

LA 9% IN 14.4% IN 55% KY $46,659 AR 16.4%

AR 7% FL 14.5% MS 54% AL $46,257 KY 17.9%

SD 4% MS 15.1% KY 54% LA $45,146 NM 18.1%

GA 0% WY 15.3% AR 53% AR $44,334 WV 18.5%

NH 0% NM 18.2% LA 51% WV $43,385 LA 18.6%

WY 0% WV 18.3% WV 47% MS $41,754 MS 19.4%

States shaded in yellow and New Mexico shaded in orange 
all use lottery funds for mostly merit-based scholarships.



THE STATE’S STUDENT FINANCIAL AID 
AWARDS ARE INSUFFICIENT
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Depending on available lottery funds, the amounts might be a 
bit higher, but it’s not likely to ever again reach the amounts 
needed to cover full tuition costs.

While students from high-income families can absorb that 
drop in support, this is a problem for low-income and some 
middle-income students who are sensitive to price �uctuations 
and who depend on this scholarship to attend college. Studies 
have shown that even small tuition increases of $100 can, 
without additional aid, be enough to keep low-income students 
from enrolling in, or persisting with, college. Conversely, for 
every $1,000 in college tuition reduction, the college‐going 
rate for high school graduates increases by about 5 to 7 
percentage points.33

New Mexico could increase the impact of the scholarship if it 
distributed su�cient aid to students who need it most instead 
of capping awards and distributing smaller amounts of aid to as 
many students as possible, including high-income students. 
�e inability to pay for college costs is one of the key reasons 
low-income students drop out of college. By making the 
Lottery Scholarship need-based and limiting the number of 
students who can access it to those who demonstrate �nancial 
need, we can once again cover tuition at 100 percent for those 
students and help increase college completion rates.  

Whether merit- or need-based, Mew Mexico’s �nancial aid 
amounts are too low. When �nancial aid awards are insu�cient 
to cover college costs and living expenses, it’s the low-income 
students who su�er the most.

Lottery scholarship demand has continued to outpace the 
amount transferred to the scholarship fund from lottery ticket 
sales in New Mexico. Over the past couple of years, the state has 
not appropriated additional funding to fully cover average 
tuition costs (which fall under three sectors: two-year 
community colleges, four-year comprehensive universities, and 
four-year research universities) at 100 percent, as the 
scholarship was originally intended to do (although this full 
tuition coverage was never legislated). Starting in FY15, the 
share of tuition covered by the scholarship dropped to 95 
percent, then to 90 percent in FY16-FY17, and down to 60 
percent in FY18 due to insu�cient funding.32 Beginning in 
FY19, the Lottery Scholarship will only cover a low �at 
amount of sector-based tuition, which unfortunately won’t 
automatically rise with in�ation or tuition increases. 

Per semester, the Lottery Scholarship will now cover only a 
portion of current average sector-based tuition costs: $1,500 
(about 42 percent) for four-year public research universities; 
$1,020 (about 35 percent) for four-year public comprehensive 
universities; and $380 (about 45 percent) for two-year public 
community colleges. 

While making the Lottery Scholarship need-based would 
dramatically increase the percentage of our state-funded 
�nancial aid that is targeted at the students who need it the 
most, there are other �nancial aid programs that need attention 
since the Lottery Scholarship is not accessible to students who 
are part-time or have been out of high school for a while. 

New Mexico has the state-funded, need-based College 
A�ordability Fund that provides up to $1,000 per semester 
(depending on need and course load) for low-income adults 
whose enrollment can be limited to half-time. Unfortunately, 
this fund is now depleted. In 2007, the fund had $95 million in 
reserves but $68 million was removed in 2010 and another $5 
million was taken out in 2016 to fund other, completely 
unrelated, state priorities. While $1.5 million was added back 
in 2017 to help keep the fund solvent for another year, it now 
lacks enough funding to cover the average disbursements of $2 
million per year for FY19.34  

The state’s need-based College 
Affordability Fund has been depleted 

Lottery Scholarships now cover only 
a fraction of tuition costs 



Figure VII: Student Loans Comprise 
the Largest Share of Financial Aid

Financial aid funding sources in New 
Mexico by type (FY17)
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Source: NASSGAP �nancial aid reporting data

�is fund is a crucial component of �nancial aid for 
low-income, older or part-time students and needs to be 
replenished. But even when the fund had su�cient reserves it 
did not serve enough students and it only provided a fraction 
of what was needed to cover tuition for those attending 
four-year universities. With 51 percent of college students 
attending public New Mexico institutions on a part-time basis, 
additional funding needs to be appropriated to serve more 
low-income, part-time students. More funds are also needed to 
provide higher award amounts. 

New Mexico also has the need-based Student Incentive Grant 
(SIG), which disbursed $11.1 million in FY17. �is grant used 
to get additional funding from the federal Leveraging 
Educational Assistance Partnership (LEAP) program, which 
provided matching federal dollars for state need-based 
�nancial aid. Unfortunately, the LEAP program was 
eliminated in 2011 as part of the continuing resolution that 
was passed to avert a federal government shutdown. �e SIG 
program provides a maximum award of $2,500 per year and, 
just like the College A�ordability Grant, it serves low-income 
students, including those who can only attend college 
half-time. And like the College A�ordability Grant, this 
program also provides insu�cient aid for many low-income, 
older or part-time students enrolled in four-year institutions. 

Students have to rely on various other 
funding sources for aid

In New Mexico, state �nancial aid accounts for 18 percent of 
the total �nancial aid that students rely on to help pay for 
college (see Figure VII). Another 25 percent of the aid students 
receive comes from federal Pell Grants and the largest share – 
39 percent – comes from public and private loans. �e “other” 
category in Figure VII (at 16 percent) includes federal work 
study and Supplemental Educational Opportunity Grants, 
private grants and gi�s, institutional grants and gi�s, Native 
American tribal aid, and other gi�s and scholarships from both 
within and outside of New Mexico. �at category provides 
more than $113 million in aid but, as with state aid, a large 
portion – 40 percent ($45 million) – goes to students from 
families earning more than $80,000, including 11 percent ($12 
million) to students from families earning more than $100,000 
and to students who did not �ll out a FAFSA form.

39%
Loans

25%
Pell

18%
State

16%
Other

2%
Other Federal

Pell Grants are insufficient and shrinking 

Some lawmakers hold the misperception that our state does not 
require more need-based �nancial aid because low-income 
students receive Pell Grants. Pell Grants are need-based federal 
grants that provide invaluable �nancial aid for low-income 
students, are available to students attending college part-time, 
and can be used to cover living expenses (unlike many other 
scholarships that can only be used to cover tuition costs). But 
Pell Grant award amounts are limited – the maximum amount a 
student could get in the 2017-18 school year was $5,920 – but in 
New Mexico, the most recently available data show that students 
only received, on average, about $3,630 in the 2016-17 school 
year.35
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Figure VIII: Most of New Mexico’s Financial Aid Goes to Four-Year Institutions
Major New Mexico state-funded financial aid programs (FY17)

Major NM state-funded 

(FY17)

Minimum 
credit load 
required

Merit-
based

Need-
based

Percent 
of  funds 
to 4-year 

institutions

Percent 
of  funds 
to 2-year 

institutions

Percent 
of  student 
awardees 
at 4-year 

institutions

Percent 
of  student 
awardees 
at 2-year 

institutions
Lottery Scholarship Full-time  94.6% 5.4% 78.7% 21.3%
Lottery Bridge Scholarship Full-time  83.0% 17.0% 63.3% 36.7%
Lottery Disability Scholarship  97.0% 3.0% 88.1% 11.9%
Athletic Scholarship  96.0% 4.0% 92.9% 7.1%
Legislative endowment Half-time   65.6% 34.4% 42.4% 57.6%
New Mexico Scholars Full-time   70.2% 29.8% 18.7% 81.3%
Total with merit-based component 93.0% 7.0% 74.8% 25.2%

Student Incentive Grant Half-time  50.6% 49.4% 34.4% 65.6%
College Affordability Grant Half-time  43.1% 56.9% 31.1% 68.9%
Work Study Half-time  54.8% 45.2% 47.6% 52.4%
Total with need-based only 51.2% 48.8% 35.3% 64.7%

Total percentages for all programs 84.9% 15.1% 58.0% 42.0%

Source: NASSGAP �nancial aid reporting data

Pell Grants also have decreasing purchasing power. Nationally, 
looking at constant dollars, the average Pell Grant covered 34 
percent of the total cost of college attendance in 1974-75 but 
since the average award amount hasn’t kept pace with rising 
college costs, it only covered 16 percent of the total cost of 
attendance in 2016-17.36 �ere are also federal proposals to cut 
back on Pell Grant funding in future years or to freeze 
maximum Pell Grant awards, meaning the value would further 
erode over time. 

When you factor in living expenses, Pell Grants only cover a 
small fraction of actual college costs. �is is especially true for 
older and independent students, many of whom are foregoing 
earnings while in school. Insu�cient �nancial aid impacts 
college attendance and persistence for low-income students in 
particular. 

�e full cost of attendance (COA) ranges widely. At CNM,  
the COA is $13,272 (of which only $1,340 goes to tuition and 
fees) and at UNM, the COA is $19,542 (of which only $6,644 
goes to tuition and fees).37 Low-income students with Pell 
Grants still pay, on average, a much higher percentage of their 
family income on college costs than middle- and high-income 
families without Pell Grants pay. 

Another issue low-income students could face is a policy 
proposal advanced by some to make the Lottery Scholarships 
and other state grants “last dollar” or “Pell �rst,” which means 
that students would have to use their Pell Grant �rst to cover 
tuition costs at public institutions and then use state-funded 
scholarships like the Lottery Scholarship to make up the 
di�erence. If state grants and scholarships are made to be “last 
dollar”, many students would be unable to use Pell Grants to 
help pay for living costs. 
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Figure IX: The New Mexico Lottery Scholarship Programs Help Few 
Students at Two-Year Colleges

60% of college undergraduates 
enrolled in NM public higher 

education institutions attend 2-year 
colleges

But only 26% of recipients of 
Lottery Scholarships attend 

2-year colleges

And only 7% of state funding for 
Lottery Scholarships goes to 

2-year colleges

Percent of undergraduates enrolled at 2-year colleges, percent of undergraduates enrolled at 

2-year colleges receiving lottery scholarships, and percent of lottery scholarship funding 

going to 2-year colleges (FY17)

Source: NASSGAP �nancial aid reporting data; NCES data

2-year institutions         4-year institutions         

OTHER PROBLEMS WITH NEW MEXICO’S 
STUDENT FINANCIAL AID  

Little state aid goes to two-year 
colleges

Overall, as seen in Figure VIII, for the main state-funded 
�nancial aid programs listed in Figure III, 85 percent of the 
funding ($88.8 million) in FY17 went to four-year 
institutions while only 15 percent ($15.7 million) went to 
two-year institutions. �is is a nearly six-fold funding 
di�erence. New Mexico’s public four-year institutions are 
more expensive than two-year institutions but the $6,489 in 
yearly average tuition costs for four-year institutions is only 
3.8 times the $1,706 yearly average tuition costs for two-year 
institutions so tuition costs do not entirely account for this 
funding imbalance.38

A similar imbalance is seen in the number of students bene�t- 
ing from state-funded aid programs, with 58 percent of 
awardees attending four-year institutions and 42 percent 
attending two-year institutions. Given that 60 percent of all 
public college undergraduate students in New Mexico are 
enrolled in two-year colleges, there are imbalances in funding 
and �nancial aid award distribution.39 

Looking speci�cally at the combined Lottery Scholarship 
programs in Figure IX, only 26 percent of Lottery Scholarships 
recipients were enrolled at two-year institutions and only 7 
percent of the Lottery Scholarships funding went to two-year 
institutions in FY17. Since two-year colleges are more 
accessible to low-income, working, parent, minority, and rural 
students than are four-year universities, this also re�ects an 
equity imbalance of the state’s largest set of aid programs.40 

60%
69,087 

students

74% 
19,987 

students

40%
46,967 

students
26% 
6,919 

students

93% 
$65.1 million

7% 
$5.2 million 



College student demographics are changing. College 
students on average are older, work more hours to 
a�ord college and living costs, and are more likely to 
have children, which makes it harder to go to school 
full-time. Nationally, 40 percent of college students 
are over 25 years of age, 26 percent are parents, 51 
percent are low-income, and 27 are employed full 
time.41 But our state �nancial aid is not geared toward 
adults and full-time workers. Lawmakers need to take 
these college student demographics into 
consideration when setting eligibility requirements 
for state-funded scholarships so aid programs are 
more equitably accessible to older and part-time 
students, including students who have children.  

Yesterday’s Non-Traditional 
Students are Today’s 
Typical Students

About 51 percent of college students enrolled in New 
Mexico public colleges and universities are part-time.42  

Unfortunately, because our largest state-funded aid 
program – the Lottery Scholarship – requires full-time 
college attendance, only one-third (32 percent) of our state 
aid funding is for students who are part-time (Figure XI). 
Additionally, only 4 percent of the state aid awards for 
undergraduates go to students who are enrolled less than 
half-time.43 �is is because nearly all of our state aid requires 
at least half-time enrollment status. For some students, 
half-time can be a burden when they have to juggle a 
full-time job or family obligations. �is was found to be the 
case in Illinois. �e Illinois Monetary Assistance Program 
(MAP) initially only provided aid to low-income, 
half-time, students. �e state changed eligibility 
requirements to less-than-half-time when a study showed 
that this helped those students who had to temporarily 
drop below half-time to stay enrolled.44  

Some programs are well suited for less-than-half-time 
students, including New Mexico I-BEST (Integrated Basic 
Education and Skills Training), which integrates basic 
education skills (including literacy and numeracy) with 
technical instruction and college courses. �ese types of 
career pathways bridge programs encourage student 
persistence and help lower-skilled adults gain short-term, 
articulated, stackable, and industry-recognized credentials 
that improve our workforce and family economic security.45  
Other states have created �nancial aid programs to target 
such adults in high-growth career pathways. For example, 
the Pennsylvania Targeted Industry Program (PA-TIP) 
provides need-based aid (up to $4,378) to students enrolled 
in targeted career pathways programs (that last at least 10 
weeks but are less than two years in length) so they can 
cover books, tuition, fees, supplies, and speci�c living 
expenses.46  
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Figure X: Many College Student 
Today Have Important Priorities 

Outside of College

1 in 4 are parents

1 in 4 work full-time

Little state aid goes to 
part-time students



Total 
Enrollment

State Financial 
Aid Funding

Figure XI: Full-Time Students 
Receive Disproportionate Share of 

State Financial Aid

Percentage of New Mexico students and state 
financial aid by full- or part-time status (2016)

For NM public institutions, more than 2/3rd of state 
financial aid funding is for full-time students even 

though only 1/2 of all enrolled students are full-time

Source: NASSGAP �nancial aid reporting data; NM HED enrollment data; 2016 
IES NCES

49% FT 51% PT

68% FT 32% PT

More than two-thirds of state aid 
goes to just two universities

�ere is another imbalance that negatively impacts students in 
smaller cities and rural communities. Out of the more than 
$105 million of state-funded �nancial aid, 70 percent of the 
dollars went to only two institutions – UNM and NMSU – 
out of the 24 public universities and colleges across the state. 
And even though UNM and NMSU account for only 33 
percent of the total student population enrolled in New 
Mexico’s public higher education institutions, 45 percent of all 
state-funded �nancial aid awardees were enrolled in these two 
institutions.47    

New Mexico ranks second worst in 
student loan default rate

Since so many students have unmet �nancial needs even with 
state aid, Pell Grants, and other grants or scholarships, many 
are increasingly turning to loans to make up the di�erence. 
�is is especially the case for low-income students since Pell 
Grant recipients are twice as likely as their peers to take out 
student loans. �ere is also a racial and ethnic equity issue 
since borrowing rates are consistently higher for Black and 
Hispanic college students than for White or Asian students.48  

Loans constitute about 40 percent, on average, of the 
�nancial aid that New Mexico students depend upon. Across 
the state, 44,643 students borrowed $248 million in student 
loans in FY17 and the average loan debt per student was 
$5,554. While New Mexico is a low-tuition state and the 
average loan amount is not as high as in many other states, 
students in our state have a hard time repaying those loans 
partly because the economy is still struggling and wages have 
been stagnant. As a result, New Mexico has a student loan 
default rate of 18.2 percent, which is the second worst rate in 
the nation and much higher than the national average of 11.5 
percent.49 When adults carry debt, many need to delay buying 
a home, starting or operating a new business, or starting a 
family. Many also seek higher wages in other states.50   
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POLICY RECOMMENDATIONS

Provide adequate state funding for New Mexico’s 
public postsecondary institutions: Drastic state cuts in 
higher education funding have helped drive up tuition 
increases that disproportionally hurt lower-income students. 
New Mexico needs to renew its commitment to a�ordable 
higher education. Su�cient revenue for this investment in 
our workforce and our families can be raised in a number of 
ways that would neither harm the economy nor families 
earning low-wages.51 For long-term sustainability, the state 
could follow the example of Maryland, which created a 
Higher Education Investment Fund and a Tuition 
Stabilization Account within that fund to serve as a rainy day 
fund for years when tight state budgets might otherwise lead 
to cuts in higher education appropriations and result in large 
subsequent tuition increases.52  

Increase the overall percentage of financial aid that is 
need-based: In New Mexico, only 31 percent of our state 
�nancial aid is need-based, compared with the national 
average of 76 percent. As a high-poverty state with an 
underdeveloped workforce and with a high student loan 
default rate, we need to prioritize our state aid to assist those 
who need it most.

Make the Lottery Scholarships need-based: Nearly 20 
percent of the New Mexico Lottery Scholarships funding 
goes to students from families that earn more than $100,000. 
�e state’s largest �nancial aid program should instead focus 
on serving the students who need it most. Making the Lottery 
Scholarships need-based would allow the state to once again 
cover 100 percent of tuition for students who depend on that 
assistance to access and persist in college.

Keep the Lottery Scholarships tied to tuition: �e 
current �at award amounts disproportionally hurt 
low-income students. With time and in�ation, this inequity 
will worsen as awards cover less and less of tuition costs. �e 
Lottery Scholarships should once again be tied to tuition. 

Require a FAFSA form or state equivalent for state aid: 
Nearly 21 percent of our state aid goes to students who have 
not �lled out a FAFSA form. Requiring students to �ll out a 
FAFSA form (or a similar and simpli�ed state version for 
undocumented and �rst-generation students) to get state 
�nancial aid would help us better understand who currently 
receives our public investment dollars, among other bene�ts.

Replenish the College Affordability Fund: $73 million 
was swept from the need-based College A�ordability Fund in 
the past few years to plug unrelated state budget holes and 
this fund is now empty. We need to fully replenish the fund to 
sustain this crucial state aid for part-time and older students 
with demonstrated �nancial need. 
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 Increase the award amounts and annual disbursements 
for the College Affordability Fund: Since little �nancial aid 
serves low-income, part-time, and older students, the College 
A�ordability Fund should be strengthened to better serve 
these student populations. �e maximum award disbursement 
should be increased from $1,000 to at least $1,500 per 
semester. �e state has averaged about $2 million in annual 
disbursements to serve about 5,300 students.58 We need to 
increase that disbursement to at least $3 million a year to 
better re�ect increased college costs and to serve more 
students. 

Include sliding scale support for middle-income 
students: Some middle-income students also face signi�cant 
college costs. If the Lottery Scholarships were converted to 
need-based awards, the state could provide sliding-scale 
support to make some �nancial aid available for these families. 

To determine need for lower middle-income students,53 New 
Mexico could: (1) set an Estimated Family Contribution 
(EFC) limit for state aid eligibility that determines how much 
a family can a�ord to pay for one year of a child’s college costs 
(for example, Maine currently has a maximum EFC of $3,600 
which means that families are eligible if they can only a�ord to 
spend up to $3,600 for a child’s college costs per year);54 (2) 
take into account a maximum combined family income, like 
California’s Blue and Gold Opportunity Plan, which covers 
tuition and fees if a student’s family income is less than 
$80,000 and there’s a demonstrated �nancial need55 or New 
York, which also sets its combined family income limit at 
$80,000 for dependent students or independent students with 
dependents;56 or (3) set a percentage of median family income 
(MFI), like Washington’s State Need Grant, which has a 
sliding scale award depending on family size with maximum 
eligibility of 100 percent of the state award when a family 
earns less than 50 percent of MFI all the way to 50 percent of 
the state award when a family earns between 66 and 70 percent 
of MFI.57 

Provide state aid for less-than-half-time students: By 
providing eligibility for state aid to less-than-half-time 
students, the state can ensure that working adults, including 
those enrolled in state-recognized high-growth career 
pathways programs, can earn the credentials that help our 
families and economy thrive.   

Do not make state-funded scholarships and grants “last 
dollar”: Pell Grants are �exible pots of money that 
low-income students can use to cover living costs while in 
college, including rent, food, child care, and transportation. 
Requiring students to use their Pell Grants �rst on tuition 
would negatively impact low-income and some 
middle-income students.
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•

•

•

•

•



CONCLUSION

As the state’s Department of Workforce Solutions (DWS) has 
stated, “Educational attainment is not only important for an 
individual’s well-being, it is also important for the overall 
economic success of the state.”59 Unfortunately, higher 
education funding has been drastically cut over this past decade 
and tuition and other costs have risen enough to make college 
una�ordable for too many. In addition, too little of the state’s 
�nancial aid is given out on a need-basis and even those awards 
are too small to cover costs for low- and middle-income 
students. �e DWS adds that “state policy makers need to 
ensure that college is more a�ordable and more accessible to 
the students who need it most.” A better educated and trained 
workforce can help attract and retain jobs that pay 
family-sustaining wages. 

Unfortunately, New Mexico has implemented few 
evidence-based �nancial aid policies that help low-income, 
part-time, and older students access, and persist in, college. 

Such policies would include: a focus on need-based aid; awards 
that fully cover current tuition costs so coverage does not 
decrease when tuition increases; post-high school eligibility so 
older adults are able to bene�t from �nancial aid; eligibility for 
part-time students to bene�t from state �nancial aid; and 
equitable focus on two-year institutions, which are usually 
more �exible for students who are working or have children. 60

Research shows that low-income students have the highest 
unmet �nancial needs, which severely limits their access to 
higher education, so need-based state aid should be a priority.61  
But since some middle-class families also struggle with high 
college costs, need-based aid can be disbursed on a sliding scale 
to provide some support for those families. Our state �nancial 
aid should also be better targeted to older students as well as 
less-than-half-time students, since most of the current and 
future workforce is comprised of working adults who are not 
recent high school graduates and who need to be included in 
our workforce development strategies. 
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 Increase the award amounts and annual disbursements 
for the College Affordability Fund: Since little �nancial aid 
serves low-income, part-time, and older students, the College 
A�ordability Fund should be strengthened to better serve 
these student populations. �e maximum award disbursement 
should be increased from $1,000 to at least $1,500 per 
semester. �e state has averaged about $2 million in annual 
disbursements to serve about 5,300 students.58 We need to 
increase that disbursement to at least $3 million a year to 
better re�ect increased college costs and to serve more 
students. 

Include sliding scale support for middle-income 
students: Some middle-income students also face signi�cant 
college costs. If the Lottery Scholarships were converted to 
need-based awards, the state could provide sliding-scale 
support to make some �nancial aid available for these families. 

To determine need for lower middle-income students,53 New 
Mexico could: (1) set an Estimated Family Contribution 
(EFC) limit for state aid eligibility that determines how much 
a family can a�ord to pay for one year of a child’s college costs 
(for example, Maine currently has a maximum EFC of $3,600 
which means that families are eligible if they can only a�ord to 
spend up to $3,600 for a child’s college costs per year);54 (2) 
take into account a maximum combined family income, like 
California’s Blue and Gold Opportunity Plan, which covers 
tuition and fees if a student’s family income is less than 
$80,000 and there’s a demonstrated �nancial need55 or New 
York, which also sets its combined family income limit at 
$80,000 for dependent students or independent students with 
dependents;56 or (3) set a percentage of median family income 
(MFI), like Washington’s State Need Grant, which has a 
sliding scale award depending on family size with maximum 
eligibility of 100 percent of the state award when a family 
earns less than 50 percent of MFI all the way to 50 percent of 
the state award when a family earns between 66 and 70 percent 
of MFI.57 

Provide state aid for less-than-half-time students: By 
providing eligibility for state aid to less-than-half-time 
students, the state can ensure that working adults, including 
those enrolled in state-recognized high-growth career 
pathways programs, can earn the credentials that help our 
families and economy thrive.   

Do not make state-funded scholarships and grants “last 
dollar”: Pell Grants are �exible pots of money that 
low-income students can use to cover living costs while in 
college, including rent, food, child care, and transportation. 
Requiring students to use their Pell Grants �rst on tuition 
would negatively impact low-income and some 
middle-income students.
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NEW MEXICO IS AT A CROSSROADS & 
IT’S TIME FOR A NEW DIRECTION

In our Roadmap to a Stronger New Mexico, we encourage elected 
officials to prioritize children in policymaking and budget decisions. 
We ask them to put children and families first – because that’s the 

best way to strengthen New Mexico.

#STRONGERNM
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