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New Mexico Universal Free Childcare - Pitfalls and Risks

Key Pitfalls and Risks

- Revenue Volatility: The program relies heavily on oil and gas royalties feeding the Land Grant Permanent Fund and
the Early Childhood Education and Care Fund. A downturn in energy markets or changes in national climate policy
could sharply reduce revenue.

- Long-Term Sustainability Concerns: If fund balances fall below statutory thresholds, extra distributions can be
paused, potentially forcing lawmakers to cut services or raise taxes.

- Capacity Shortages: State reports show thousands of new providers and tens of thousands of new childcare slots are
needed. Workforce shortages risk creating long waitlists, meaning "“free childcare" may not equal "available childcare."

- Workforce Burnout: Provider surveys indicate high turnover and low wages remain problems, even with higher
reimbursement rates. Rapid enrollment growth may strain centers.

- Rural Access Gaps: Many rural counties have few or no licensed childcare providers, creating "childcare deserts"
where families cannot benefit even if services are free.

- Universal vs. Targeted Debate: Critics argue universal free childcare subsidizes high-income households who could
already afford care, potentially diverting limited funds from low-income families most in need.

- Cost Overruns: Universal entitlement-style programs often exceed original cost projections. If enrollment surges
beyond expectations, annual program costs may surpass the $600 million forecast.

- Dependency on a Single Funding Model: Reliance on resource extraction revenue may discourage diversification
toward more stable or renewable long-term funding streams.

- Implementation Gap: Policy may outpace infrastructure. Even with funding, building out facilities, training staff, and
navigating licensing takes years.

- Political Vulnerability: Future administrations or legislatures may attempt to scale back funding during lean years,
creating insecurity for families and providers.
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