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Introduction  
 

In 2023, the Government is phasing out the decile system and implementing the Equity Index (EQI). The 

EQI will be used to better allocate equity funding and to identify schools that would benefit from additional 

resources. The Government is also investing an additional $75 million per annum to strengthen the equity 

system at the same time. 

New Zealand has used the decile system since 1995 to target equity funding for schools. A lot has changed 

in the almost 30 years since deciles were introduced. We have access to improved data and a better 

understanding of the things outside of the classroom that have the most impact on young people. We’ve 

used this information to develop the EQI. 

The EQI estimates the extent to which students face socio-economic barriers to achievement at school. 

Implementing the EQI will mean we can more accurately target the equity funding we have, and support 

schools to work in different ways to reduce the impact socio-economic factors can have on student 

achievement.   

Deciles have been misunderstood to be a de-facto measurement of school “quality”. This is not the case. 

Neither the decile system or the EQI measure school quality, rather these methods are intended to help us 

understand and respond to the relationship between socio-economic circumstances and student 

achievement. 

In addition, a set of answers to Frequently Asked Questions will be available and updated as appropriate on 

our website.  
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Section One: What is the Equity Index? 

In September 2019 Cabinet agreed in principle to remove the decile system and implement the EQI in school 

funding. The EQI is a statistical model that estimates the extent to which students face socio-economic 

barriers to achievement at school. The information that this model provides allows the Ministry of Education 

to better target equity funding.  

 

 

 

 

 

 

 

 

 

 

Why did we develop it? 

The education system has had specific funding available to address the impact of socio-economic barriers 

on achievement for a long time. While the decile system was introduced in the mid-1990s, it replaced several 

earlier streams of equity funding.  

The decile system was technically advanced at the time it was implemented, and it used a clear series of 

criteria for identifying and then funding socio-economic barriers. However, there is now both more and better 

data availability to inform this process, and we have learnt lessons from the use of the decile system over 

time. 

Too many children face greater barriers to educational achievement because of their socio-economic 

circumstances and are not being adequately supported to reach their full potential. The EQI is a key tool that 

can be used in the education sector to help mitigate socio-economic barriers and improve equity of education 

outcomes, thereby helping to implement the Child and Youth Wellbeing Strategy.  

The Equity Index has been under development for several years 

From 2016-2018 the Ministry undertook a review of education funding systems for early childhood education, 

ngā Kōhanga reo and schooling.  

“Equity does not mean that all students obtain equal education outcomes, but rather that 

differences in students’ outcomes are unrelated to their background or to economic 

and social circumstances over which students have no control.” 

OECD (2018), Equity in Education: Breaking Down Barriers to Social Mobility. 
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As part of that review, we asked an advisory group to provide feedback on seven high level proposals. The 

group agreed that five of these proposals should be developed further including a proposal for “an additional 

payment for children and young people most at risk of educational under-achievement.” 

This also reflected one of the key themes that came out of the 2018 Kōrero Mātauranga | The Education 

Conversation which highlighted the need for our Education System to better support equity. 

Deciles have also incorrectly become a de-facto measure of school “quality”, which they are not. Nor will the 

EQI be a measure of school quality. Rather, these are methods for us to understand and respond to the 

relationship between socio-economic circumstances and student achievement.  

The Risk Index 

In 2016 we began developing a measure that for the first time considered Government administrative data 

held in Statistics NZ’s Integrated Data Infrastructure (IDI) to identify the level of socio-economic barriers that 

students face to achievement at school. This measure, termed the Risk Index focused on estimating the 

number of children in schools and services at greater risk of educational underachievement due to being 

amongst the 25% most disadvantaged learners in the country. 

In 2018, the Government directed the Ministry of Education to redevelop and refocus this work to instead 

focuses on the level of socio-economic barriers faced by all learners in a school or service. This further work 

became the EQI.  

Progression to the Equity Index 

Following the Government’s direction in 2018, the Ministry has spent the last four years developing and 

refining the EQI. The model now better reflects the diversity of experience and socio-economic barriers in 

the schooling population by considering all learners in its calculation.  

The EQI is designed in a way that mitigates the key challenges with the decile system:  

• The decile calculation used student addresses to determine their ‘neighbourhoods’ (Census 

meshblocks), then used census data of these meshblocks to infer the socio-economic makeup of the 

school (based on the 5 variables). This ‘neighbourhood’ level analysis meant that differences within 

communities and neighbourhoods could be ‘hidden’ and give a less accurate picture of the actual 

challenges faced by learners from those communities. The EQI instead uses anonymised individual-

level information from the actual students attending schools over the last three years. This is then 

aggregated up to a school-level to give a more nuanced and up to date picture of the socio-economic 

barriers faced by the schools’ students.  

• The EQI will be updated annually, whereas generally deciles for all schools were recalculated every five 

years (or longer, for example, due to Census delays post-Christchurch earthquakes). 

• The EQI moves away from a 1-10 decile that was often misunderstood as a measure of quality and 

resulted in some schools and students facing unintended stigma. The 1-10 decile system did not 

accurately reflect similarities and differences in schools’ circumstances. For example, a school on the 

upper cusp of decile 4 may be far more similar to a school on the lower cusp of decile 5 than other 

schools in its own decile.  

• The EQI works on a 226-point numerical scale; from 344-569 to better reflect the nuanced situation in 

which schools operate. 

• This point scale also links better to our resourcing approach discussed below.  

How was it developed? 

The EQI is a tool that has been developed by the Ministry of Education in collaboration with Statistics New 

Zealand and other relevant government agencies. The Ministry of Education has worked with the Office of 
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the Privacy Commissioner and an external independent technical reference group to ensure that the Index 

uses data appropriately and that the Index does what it’s meant to do.  

An essential part of the EQI’s development has been the Ministry’s Sector Reference Group. The group, 

made up of principals from a variety of school backgrounds, has been critical in providing feedback and 

suggestions for how the Index should work and what the sector needs from the EQI. 

How the Equity Index works – A simple guide 

The EQI uses data in the Integrated Data Infrastructure (IDI). The IDI is a Statistics NZ database made up 

of government agencies administrative data. Data held in the IDI is de-identified. This means information 

like names; date of birth and addresses have been removed. Numbers that can used to identify people like 

IRD numbers are encrypted. All information in the IDI is confidential.  

Step one: Establishing our model based on a training population 

In step 1 the EQI establishes a relationship between educational achievement and socio-economic variables 

(discussed below). To do this we use a sample. For 2022 that is kids born between 2000-2002. This means 

our sample have their finished compulsory schooling, but only recently! 

 

 

 

 

 

 

The Index looks at their results in Level 1 & 2 of NCEA, which is weighted by the type of standard (unit or 

achievement) and by the level of endorsement achieved (achieved, merit, excellence). This is what is used 

to measure educational achievement.  

 

 

 

 

 

 

  

The Index also looks at 37 different variables which are used to measure the socio-economic circumstances 

of the sample. These variables are all weighted differently and how they interact is what effects the model. 

The 37 variables have been determined by two conditions: 1) the variables should have a strong theoretical 

basis as a measure of socio-economic circumstances; 2) they should be correlated with educational 

achievement. They broadly fall under four headings: 

1. Parental socio-economic indicators: Studies have shown that educational success depends very 

strongly on the socio-economic status of a student’s parents.1  

 
1 Ainley, Graetz, Long & Batten, 1995.  
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2. Child socio-economic indicators: Children who have experienced poverty, abuse or neglect are more 

at risk of poor educational achievement.   

3. National background: The national background or immigration status of parents has also been found 

to be an important mediating variable on the effect of socio-economic status on children’s educational 

achievement.2   

4. Transience: Research suggests that students who move home or school frequently are more likely to 

underperform in formal education when compared with students that have a more stable school life.3    

Step two: Applying the model to the current student population 

The EQI then takes what we have learned about the relationships between variables and educational 

achievement from the sample and applies them to the current student population. The EQI examines the 

information for the relevant population and generates an output for schools and kura across New Zealand 

which produces equity numbers on our 226-point scale.  

A school’s EQI number reflects the average of the information gained from the school's population; this 

average helps us to understand the relative challenge at each school. To make the Index more stable over 

time and minimise disruption we use anonymised student information from the last three years for each 

school. This means that the Index is both up to date but also able to change to reflect shifts in the schooling 

population over time.  

Statistics NZ does a final check to ensure all data being released meets IDI confidentiality rules before 

releasing the data to the Ministry of Education. These final school-level EQI numbers are the only information 

the Ministry sees and uses. 

 
2 Portess & MacLeod, 1996. 
3 Webber & Loader, 2020; Dixon, 2018; Hutchings, et al., 2013.  
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Section Two: How will the Equity Index relate 
to equity funding? 

How are schools resourced? 

The majority of resourcing (excluding property) for schools is delivered through: 

1. Staffing entitlement: The Ministry of Education generates an entitlement for each school based on their 

roll size, school type, year levels of the student population, and whether they teach in English or Māori 

medium. 

2. Operational grant funding: This is operating funding the Ministry provides for each school in order to 

operate day-to-day. It is generated through a number of components, including equity funding – 

additional funding to support students that face socio-economic barriers, currently weighted by decile. 

Funding components that consider deciles are: 

• Targeted Funding for Educational Achievement, fully weighted by decile  

• Targeted at Risk Grant, depends on parental benefit history 

• Special Education Grant, partly weighted by decile 

• Careers Information Grant, partly weighted by decile 

Note: Targeted Funding for Educational Achievement and Targeted at Risk Grant will be combined into 

a new operational grant component named “Equity Funding”. 

Here is the breakdown of total school resourcing from 2020: 

Figure 1. Breakdown of total school resourcing from 2020 (excluding property) 

 

 

 

 

 

 

How does our current decile system relate to school funding? 

We can see from figure 1 above, that equity funding forms a small part of schools’ overall resourcing.  

Currently this funding is based on the decile system and uses what we call a “stepped funding approach”. 

This means that each decile receives a different funding amount that look like steps below: 
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Figure 2. Per-student funding rates for each decile funding step 

 

 

 

 

 

 

 

 

 

 

 

 

Notes: Each decile bin (“width”) refers to the approximately 250 schools in each band (10% of schools), with 

the exception of deciles 1 – 4 which are split across three funding steps.  

The decile system has some limitations 

The decile system used the best data and methodology available at the time it was developed. However, 

there are some limitations such as:  

1. Decile steps can create “funding cliffs”, where schools can see a significant gain or reduction in per-

student equity funding when moving between deciles. It does not recognise that schools with similar 

socio-economic profiles can have very different funding rates per-student. For example, in figure 2 

above, schools at the edges of the decile 3 and 2 bands have a more similar socio-economic profiles 

than to other schools in their decile band.  

2. Deciles are recalculated every 5 years (where possible) following updated Census information, and there 

may be significant population change over this period of time. This can result in a sudden and significant 

change for schools’ per-student funding if they move between decile steps. 

The new structure of equity resourcing components 

Table 1 below outlines the current components of operational grant funding that are allocated on the basis 

of decile, and how these will be structured in the future. 
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Table 1: Proposed changes to equity resourcing components 

Old System New System 

Component  Estimated decile 
weighted funding 
(2022 rates, 2023 
volumes)  

Component  Estimated equity 
weighted funding  
(2023 rates, 2023 
volumes 

Targeted Funding for 
Educational 
Achievement (TFEA)  

$136.2 million  Equity Funding 
 
This will replace both TFEA 
and TARG, and include an 
additional ongoing $75 million 
per annum.  

$229.5 million  

Targeted At-Risk 
Grant (TARG) 

$12.2 million 

Special Education 
Grant (SEG)  

$12.7 million  Support for Inclusion 

Funding 4  

Excludes an additional $5 
million per annum, which is 
not equity weighted. 

$13 million 

Careers Information 
Grant (CIG)  

$2.0 million  Careers Information Grant 
(CIG).  

$2.1 million  

Total $163.1 million  $244.6 million 

 

The $75 million increase per annum to Equity Funding will lift our current equity resourcing from 

approximately 2.6 percent of total resourcing to approximately 3.8 percent.5 While this is still significantly 

lower than comparable international jurisdictions (the OECD average is 6 percent of total education 

expenditure), it represents a significant increase (approximately 50% per-annum on current TFEA and 

TARG), and we consider it will better direct this funding where it is most needed, based on the insights from 

the EQI. 

How will the Equity Index relate to school funding? 

The EQI includes a new numerical scale ranging from 344 – 569 (226-point scale). This funding model 

transposes these values onto a “funding curve” to set the per-student funding rate for each point along the 

scale. The new approach to equity funding will help to address some of the limitations of the previous decile 

system:  

1. A funding curve ensures smooth transitions from one funding rate to the next, avoiding the “funding 

cliffs” under the previous stepped decile approach.  

2. The EQI will be updated yearly. This helps to mitigate against significant shifts up or down for schools 

and kura when we update the EQI each year compared to a decile recalculation.  

3. The EQI for a given year is based on anonymised student population information over a three-year 

period. This also helps to stabilise shifts up or down for schools and kura each year. 

What are our principles for designing an equity funding curve? 

We want to make the best use of equity funding. In order to do that, we have developed a set of principles 

that helped us to design a funding curve. These include: 

 
4 The Minister has agreed in principle to rename this component “Support for Inclusion Funding”. This is 
pending consultation with the disability community.  
5 Total resourcing here includes schools’ staffing entitlement and operational grant funding. 
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1. There should be a significant increase in the per-pupil rate for schools with the greatest socio-economic 

barriers. 

2. Funding increases should be distributed to as many schools facing moderate to significant barriers as 

possible. 

3. Where possible, the per-pupil rate for schools with lower socio-economic barriers should be increased 

above current levels. 

4. Where possible, disruption should be minimised. 

Design of the funding curve 

In light of these high-level principles provided, the Minister of Education has agreed to apply an S-shaped 

curve to Equity Funding (see Figure 3). Using an S-shaped curve supports giving higher rates of funding to 

a wider group of schools with the greatest socio-economic barriers, while also balancing the need to target 

additional resource towards schools with moderate-to-high barriers. However, there is a trade-off where, 

once per-student funding increases reach a certain level, these increases taper off for schools at the higher 

end of the EQI scale. 

An S-shaped curve also mitigates against more steep changes in per-student funding between points on the 

Index, minimising funding volatility under a system that is updated annually. 

Figure 3. Example of an S-shaped curve and how it might relate to funding allocation 

 

Applying a $0 rate for schools experiencing the least socio-economic barriers 

Currently, all schools at decile 10 schools and kura (representing around 9% of all schools) receive $0 in 

equity resourcing per-student and a very low amount of TARG funding. 

When the EQI is implemented, this $0 rate will be applied to approximately 5% of schools and then a 

gradually increasing per-student rate begins. This smooths out the “funding cliff” between decile funding 

steps Q and Z (see figure 2 above). This results in the second 10th percentile of schools experiencing the 

fewest socio-economic barriers under the EQI having a similar equity funding rate to the old decile 9 funding 

rate (similar to current decile system settings). Applying a $0 rate will direct equity funding to where it is most 

needed. This recognises that the impacts of socio-economic barriers are felt widely throughout the majority 

of the schooling system. 
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This funding curve will be applied to all currently decile-weighted funding components 

Using the EQI for the Support for Inclusion Funding is a first step, rather than an end goal, and wider work 

is currently underway to help effect system-wide change in meeting learning support needs. We will continue 

dialogue with the disability sector around the Support for Inclusion Funding and work with them to inform 

future work about how we might measure actual levels of support required for students within individual 

schools.  

The currently decile-weighted portion of Careers Information Grant funding will be allocated using the EQI 

as an interim measure while the broader careers education work programme is developed. 

The same funding curve will be applied to schools’ equity funding, and the decile-weighted portions of the 

Support for Inclusion Funding and Careers Information Grant funding.  

Budget 2022 also provides an additional ongoing $5 million per annum for the Support for Inclusion Funding 

to support schools in furthering inclusion, as this component has historically not kept pace with inflation. This 

additional $5m will be allocated to the per-pupil base rate, recognising that all schools’ Support for Inclusion 

Funding allocation has not kept pace over time.  
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Section Three: Isolation Index changes  

We are implementing the Equity Index at the same time as the updated Isolation 
Index 

Both of these transitions present significant change for schools. Combining the EQI and updated Isolation 

Index transitions will reduce the amount of change that schools will need to manage and simplifies the 

transition. The Ministry of Education has developed transition arrangements in order to smooth this impact 

over a number of years (more detail on this is included in “Section four: Implementing the Equity and Isolation 

Indices”). 

What is the Isolation Index? 

The Isolation Index has been around since 2001 when the Government introduced it as a replacement for 

Targeted Rural funding. That change meant that for the first time we could measure the relative degree of 

isolation each school faced. It distinguished between the needs and costs faced by a school 25 minutes' 

drive from a city compared to one two hours from even the smallest centre.   

The Isolation Index is used to determine the relative isolation of schools and early learning services. It 

currently uses weighted distances from population centres of 5,000 and 20,000 and 100,000 people, based 

on 2001 census data and old road data. The 20,000 population town is weighted most heavily. 

Figure 4. Example of an isolated and non-isolated school from a population centre of 60,000 people 

 

 

 

 

 

 

 

 

 

New Zealand’s geography means that schools and early learning services are widely dispersed, and some 

are long distances from towns. Isolation can mean that there are additional costs that schools face, e.g., it 

can be further for staff and students to travel, or additional costs for accessing trades and services. To 

recognise these additional costs, we provide additional funding to isolated schools so that they can operate 

and deliver the curriculum. The Isolation Index helps us identify these schools.  
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The Isolation Index is being updated to reflect changes in New Zealand over the last 
20 years. 

The old Isolation Index uses 2001 census data and old road data. Since 2001 the population has increased 

and infrastructure improvements have made travel faster and easier. This has lessened the relative isolation 

of some schools. However, isolation has also increased for some schools, especially in small towns when 

the services they rely on are no longer available locally.  

The Isolation Index is based on the distance from three population centres that have a range of goods and 

services your schools need. Moderate sized towns are now better able to provide the goods and services 

needed by schools and some services that previously required travel time can be conducted digitally. The 

link to the 100,000 population town skews resourcing away from where funding is most needed by those 

schools that are more remote.  

What are the changes to the Isolation Index? 

1. The updated Index is calculated using the latest available data from the 2018 census and distance and 

travel time analysis calculated using 2020 road data. 

2. We are now able to include travel time as well as distance when calculating a school’s isolation. We 

know that steep windy roads increase isolation and tradespeople providing services to isolated schools 

often charge for both time and distance. This is a significant change and better reflects the actual 

isolation experienced by schools and kura. 

3. We are changing the largest population centre from 100,000 to 60,000 based on a better understanding 

of where isolation is more strongly felt.   

4. There are currently two Isolation Indices in use for schooling. The Voluntary Bonding Scheme uses a 

different Isolation Index (using 2006 census data) than Targeted Funding for Isolation, the Property 

Maintenance Grant and 5 Year Agreement Funding. From January 2023, the new Isolation Index will 

replace them both. 

How will this impact schools’ operational grant funding? 

The Isolation Index determines eligibility and affects funding calculations for two operational grant 

components: Targeted Funding for Isolation, and the Property Maintenance Grant (partly weighted by 

isolation).  

Targeted Funding for Isolation changes 

The Isolation Index determines eligibility and affects funding calculations for Targeted Funding for Isolation. 

From January 2023, a new formula will be used to calculate TFI.  

The old formula included a per-pupil component. However, this resulted in smaller, more isolated schools 

receiving less funding than larger, less isolated schools. We also heard from the sector that isolation costs 

do not increase with roll size, instead, it was ‘smallness’ that compounded isolation problems. From 2023, 

eligible schools will receive Targeted Funding for Isolation based on their isolation alone, and no per-pupil 

amount.  

More information will be provided later in 2022 about schools’ new isolation indices.  
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Section 4: Transition to the Equity and 
updated Isolation Indices 
The EQI and updated Isolation Index are being implemented at the same time to reduce the burden of 

change on schools. We have developed a specific transition approach for these indices because: 

• Similar to previous decile or Isolation Index recalculations, a schools’ operational funding is likely to 

change as a result of the updates. This shift can be significant and exacerbated by how old both the 

current deciles and Isolation Index values are. 

• The EQI is an entirely new methodology creating an additional shift, as we consider more variables at 

the individual level. 

• Similar to previous decile recalculations, we are putting transition arrangements in place to ensure the 

change is manageable, sustainable and feasible for schools and kura.  

• This transitions support is phased over a longer period of time than previous decile recalculations (up to 

four years for some schools based on current modelling). This recognises the large change that has 

been many years in the making. 

What will happen when both Indices are implemented? 

When these Indices are implemented, it will impact a number of schools’ operational grant funding 

components: 

1. Targeted Funding for Educational Achievement  

2. Targeted at Risk Grant  

3. Special Education Grant 

4. Careers Information Grant  

5. Targeted Funding for Isolation 

6. Property Maintenance Grant  

Redistributive: Our EQI and updated Isolation Index are more accurate measures based on our greater 

understanding of where socio-economic and distance barriers are found in the schooling population. This 

means that funding will be better targeted. As a result, some schools will see an increase in their funding, 

while others may see a reduction in their funding, and we know that these impacts need to be well-managed. 

Combined: As the EQI and Isolation Index will be implemented at the same time, we look at projected 

funding under the “old” systems (decile and old Isolation Index), and projected funding under the new 

systems (EQI and new Isolation Index) to give us a $ amount of difference for both equity funding and 

isolation-based funding. This difference for both equity and isolation-based funding is “netted off” against 

each other to give an overall difference in old and new funding.  
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What is the impact for schools’ funding? 

The figure below shows the number of schools that will gain or see a reduction in funding as a percentage 

of their operational grant funding under current modelling. We can see that while the majority of schools and 

kura will see an increase in equity funding, some schools and kura will see a reduction in their funding as a 

result of these changes. Our transition support funding will be provided to these schools to ensure the impact 

of this reduction is smoothed out over a number of years. This will be because the EQI for that school or 

kura has identified these schools as facing lower socio-economic barriers than appeared to the case with 

the decile calculation (or, in a few cases, because the school has lost isolation funding). 

Figure 5. Projected schools’ gains or reductions relative to their operational grant funding 

 

How will the transition payments be calculated? 

The majority of schools and kura will see an increase in equity and isolation funding as a result of these 
changes. However, some schools will receive less funding, and this may have a significant impact on their 
funding. The Ministry will provide transition support funding to allow those schools which will lose funding as 
a result of the change time to plan and adapt.  

What are the two key phases underpinning our transition approach? 

1. In the first year of implementation (2023): No school or kura will experience a reduction in their 
per-student equity and isolation funding due to these changes during the first year of 
implementation. 

This will be calculated by comparing what a school is projected to receive in 2023 under the “old” system 
(deciles and old Isolation Index) to what they will receive under the “new system” (EQI and the new Isolation 
Index) in 2023.  

We take this difference and then include the 2023 school cost adjustment to baseline funding rates, (2.75%) 
and this gives us a final figure, $X, of the reduction in funding that schools would otherwise face. Schools 
and kura will receive a manual payment equivalent to $X during the first year of implementation. 

2. From 2024 and onwards: Schools who will see a reduction in their per-student equity and 
isolation funding will receive transition support funding over a number of years to smooth this 
impact. 

The difference calculated in 1. above, $X, is treated as a percentage of a schools’ 2022 total operational 
grant funding. From 2024, schools’ reductions in funding are capped at a maximum of 5% per annum to 
ensure that transition support funding is phased out over time. 

Here’s a simple example of a school’s transition payments with a reduction of 12% relative to their 2022 
operational funding: 

1. 2023: School Z would receive the full 12% payment  

2. 2024: School Z receives 7% - reduced by 5% 

3. 2025: School Z receives 2% - reduced by 5% 

4. 2026: School Z has fully transitioned. 
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When will schools know more about their transition? 

We are aligning funding information with the usual process for school resourcing. This is because final EQI 

values and what this means for schools funding are dependent on roll counts at both the school level and 

across the whole system, the latest operational grant funding information for 2022, and final EQI outputs 

which will not be available until later in 2022.  

Funding information will be included as part of the provisional roll and funding process in September. We’ll 

let schools and kura know what the changes means for their 2023 funding rates and, if applicable, the details 

of any transition support they will receive. Schools won’t feel the impact of a reduction in funding due to the 

changes until the 2024 school year, allowing time to adjust and for the Ministry’s financial advisors to provide 

any support required.  

 


