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Introduction 
  
A quick overview of two of the most complex and confusing areas of the current 
system: 
 

• Pre-injury average weekly earnings (PIAWE) 

• Work capacity decisions 
 

 What injured workers need from a workers compensation system? 

 How do we achieve these new objectives? 



PIAWE = Pre-injury average weekly 
earnings 

  
Complicated concept which requires 6 sections to explain.  
 

 At its basic PIAWE is: 
 

 The sum of the average of a workers ordinary earnings calculated over the 52 week 
period immediately prior to the injury including overtime and shift allowances. 

  

 Where a person has been employed less that 12 months, the average is calculated over the 
period of their employment. 

  



But its not that simple…. 
  
Overtime is only included for the first 52 weeks 

 Ordinary earnings does not mean base rate of pay 

 Ordinary earnings does not mean your gross pay 

 Some allowances may be included, some allowances may not be included 

 It all depends on the insurer and the industry 

 Currently there is no consensus on what is included in the calculation of PIAWE 
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PIAWE in a nutshell 



Work Capacity Decisions 
 A work capacity decision is:  

 (a)  a decision about a worker’s current work capacity, 

 (b)  a decision about what constitutes suitable employment for a worker, 

 (c)  a decision about the amount an injured worker is able to earn in suitable employment, 

 (d)  a decision about the amount of an injured worker’s pre-injury average weekly earnings or 
current weekly earnings, 

  

 A work capacity decision is designed to reduce an injured worker’s weekly benefits or ideally 
from an insurer’s perspective, to remove the injured worker from the system entirely. 



Work Capacity Decisions are an 
insurer’s weapon 

  
The insurer makes the decision not your doctor 

 The insurer can make the decision based on the information in your file 

 The insurer is not required to agree with your doctor’s opinion about your capacity for work 

 The insurer can make a decision inconsistent with your doctors opinion 

 The insurer can decide to reduce your benefits or discontinue your benefits because in their 
opinion you can work more hours or earn more money. 

 The insurer doesn’t care if you are fully healed 

  



Suitable Employment not Suitable 
Duties 

 Suitable employment is the key to a work capacity decision. 

 When deciding what is suitable employment the insurer is permitted to ignore: 
◦ whether the work or the employment is available, and 

◦ whether the work or the employment is generally available, and 

◦ the nature of the worker’s pre-injury employment, and 

◦ the worker’s place of residence. 

 

Its about any job not necessarily your job. 

  



Work Capacity and weekly benefits 
 EXAMPLE: 

  
The insurer decides that an injured worker’s PIAWE is $1865.75 per week. Once our injured 
worker reaches the 52 week mark and overtime is removed his PIAWE becomes $1087.64 per 
week. 
 

 The insurer makes a work capacity decision which says the injured worker has capacity to 
engage in suitable employment for 20 hours per week as a delivery driver and has capacity to 
earn $437.89 per week. 

  

 Our injured worker has recently been made redundant by his old employer. 



Weekly benefits and Work Capacity 
 For the first 13 weeks: 
 

 (95% x PIAWE) – capacity to earn = weekly benefits  

 (95% x $1865.75) - $437.89 = weekly benefits 

 $1772.46 - $437.89 = $1334.57 

  

 From weeks 14-52: 
 

 (80% x PIAWE) – capacity to earn = weekly benefits 

 (80% x $1865.75) - $437.89 = weekly benefits 

 $1492.60 - $437.89 = $1054.71 

  



 Then after week 52 when we no longer include overtime or shift allowances: 

   

 (80% x $1087.64 (being the new calculation of PIAWE)) - $437.89 = weekly benefits 

 $870.12 - $437.89 = $432.23 

  

 The workers entitlement to weekly compensation is effectively halved based on an arbitrary 
decision by the insurer. 

  



Restoring Fairness to the system: 
Three word slogans are all the rage 

Consistency 

• Not enough guidance 
results in different 
approaches 

• Currently insurers adapt 
different approaches to 
work capacity decisions 
and weekly benefits 
calculations 

Simplicity 

• Work capacity process is 
too complex and 
legalistic 

• Calculation of weekly 
benefits is complex and 
confusing 

• Different categories for 
different levels of 
impairment  

Justice 

• Arbitrary time limits for 
weekly benefits and 
medical expenses 

• System designed to 
punish injured workers 
for being injured 

• Work capacity process 
designed to remove 
injured workers from the 
system 



But how do we achieve this? 
 

1. Remove the arbitrary limits on weekly benefits and medical expenses 

2. Bring back journey claims 

3. Reduce the categories and thresholds within the system 

4. Simplify the calculation of pre-injury average weekly earnings 

5. Remove the definition of suitable employment 

6. Remove the work capacity system 


