
M u l t i - E m p l o y e r  
B a r g a i n i n g :  A  
b a r r i e r  t o  f i r m  
g r o w t h ?

e61 Research Note No. 2



Summary

Recent amendments to the Fair Work Act seek to expand the use of multi-employer
bargaining. While firms with fewer than 20 employees are largely exempt, the
debate has ignored the potential barriers to firm growth that may arise if a business
is subject to a different wage bargaining regime once it hires its 20th employee.

Who are the firms most likely to be affected by this policy change?

We find that firms that cross the 20-employee threshold are younger, productive
businesses that disproportionately drive aggregate job growth. To expand, these
growing firms rely heavily on poaching workers, which they accomplish by offering
higher wages to workers at larger, older and less productive firms.

Our research suggests that the Fair Work Commission should take into account firm
age when determining whether firms should be subject to the same enterprise
agreement. With a review of the new laws due within two years, empirical research
into the impact of the reforms on firm growth will be crucial to guard against
unintended consequences.
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The reforms have already been the centre of a fierce debate. While unions have
welcomed the changes, business groups have largely opposed them. They claim that    
aaaaaaa
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Multi-employer bargaining is set to expand with small firms exempt 

Figure 1: Size based exemptions from the single-interest multi-employer 
bargaining stream
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by placing employers under greater pressure to bargain, the new laws will create
significant fixed costs, such as the hiring of specialist IR consultants who can
charge tens of thousands of dollars. These fixed costs would be particularly
damaging for small businesses who lack the scale to absorb them.

3

See Appendix A for further information about the reforms.

Making it easier for employers to be added to an existing enterprise
agreement without their consent if a majority of their employees approve.1

3 Marin-Guzman (2022)

It is unclear how these changes will impact the living standards of the millions of
Australian workers whose wages are set by collective agreements. The threat of
multi-employer bargaining could encourage firms to enter into new enterprise
agreements and help lift wages. But the size-contingent nature of the new laws
(Figure 1) could carry unintended consequences if they create barriers to firm
growth.

2

Given these costs, firms with fewer than 15 employees were initially exempted
from being added to a single-interest multi-employer agreement without their
consent. Later, the threshold for this exemption was increased to 20 employees
following recommendations made by a Government-led Senate inquiry (Figure 1). 1. Updating the criteria used to assess whether multiple employers share a

common interest (a key requirement for multi-employer bargaining).

 2.

Taking the reforms as given, this note aims to provide empirical insights that will
help the Fair Work Commission (FWC) incorporate the potential impacts of multi-
employer bargaining on firm growth into their deliberations.

The recent passage of the Secure Jobs, Better Pay Act is expected to significantly
alter Australia's collective bargaining system by expanding the use of multi-
employer bargaining (a form of collective bargaining where workers with different
employers bargain together as a group). Although multi-employer bargaining was
already possible under the Fair Work Act, barriers in the original legislation meant
few such agreements had been made since 2009. The recent reforms seek to
overturn this by:

2 ABS (2022a)
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Garicano et al. (2016)

Size-contingent policies can have unintended consequences

Possess a comparative advantage in commercialising radical innovations.

Place indirect pressure on incumbent firms to improve their own productivity. 

Create outside options for workers to change jobs, boosting real wage growth.

Young firms are also central to aggregate economic performance as they:
6

The distinction between young and small firms is crucial and often missed: it is
young firms, not small firms, that disproportionately drive net job creation – old,
small firms destroy jobs on net. 5

7Haltiwanger et al. (2013)
6

Box 1: The impact of size-contingent labour laws in France
When a firm hires its 50th worker in France, it is required to establish a works council
and a health & safety committee, report detailed information on employees to the Labor
Ministry and appoint a union representative. Dismissal costs and liability for workplace
accidents also increase substantially.

Empirical evidence shows that these laws create barriers to firm growth, with an
unusually large share of firms bunching just below the threshold at 49 employers. These
distortions impart sizeable welfare losses. GDP is roughly 3.4 per cent lower, due to
employment losses of approximately 140,000 workers and because the most productive
firms are kept below their optimal size. 

The regulations also redistribute income away from workers, who suffer as employment
falls, and larger firms, who bear the costs of the regulation, towards smaller firms who
avoid the costs of the regulation.
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Andrews and Criscuolo (2013)ACCI (2022); COSBOA (2022)

The debate around the Secure Jobs, Better Pay Act focused on how multi-employer
bargaining would impact small old firms with limited growth potential, notably small
family-owned retail stores and lifestyle businesses. But not all small firms are old.
There has been little discussion of the consequences of the new laws for innovative,
fast-growing start-ups engaged in the fragile process of business experimentation.

4

The FWC should consider the potential disincentives to young firm growth created
by the new laws. Size-contingent labour laws in France – which disincentivise
productive firms from expanding – provide a cautionary tale in this regard, with
adverse consequences for GDP and the workers they were meant to protect (Box 1).

5

4

While the size-contingent nature of the new laws will help protect small firms from
the fixed costs associated with multi-employer bargaining, they run the risk of
creating barriers to firm growth. If a growing business is subject to a different wage
bargaining regime once it hires its 20th worker, it may choose to not expand and
instead remain just below the 20-employee threshold.

These barriers to firm growth could materialise through two channels: 

An indirect effect on competition for workers. Multi-employer agreements
which include competing firms may limit the ability of smaller growing firms
to poach workers from larger incumbents included in the same agreement.

A direct effect on incentives for growth. The threat of exposure to the costs
of multi-employer bargaining may disincentivise some productive firms from
expanding past the 20-employee exemption threshold.

 1.

 2.



The decision to raise the small business exemption threshold from 15 to 20
employees appears material. The number of firms crossing the 15-employee
threshold was 33 per cent higher than that crossing the 20-employee threshold,
aaaa

Could multi-employer bargaining penalise young growing firms?

Each firm that expanded past the 20-employee threshold created an average
of 13.3 additional jobs. Combined, the 11,800 such firms created almost
157,000 net new jobs, equivalent to almost 40 per cent of net job creation.

Figure 2: The important role of growing firms
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See Appendix B for additional technical details. 8

Firms who added their 20th employee were much younger than stagnant
firms. More than half were younger than 8 years old and a quarter were
younger than 4 years old.

To explore these channels, we compare the characteristics of firms who grew past
the 20-employee threshold in 2017/18 ('growing firms') with those firms just below
the threshold who did not expand ('stagnant firms').  Figure 2 shows that:8

The labour productivity of firms crossing the 20-employee threshold was
12.6 per cent higher than that of stagnant firms. Looking at total factor
productivity, the difference between the two groups is even larger (Figure
C.5), consistent with the idea that young firms are more innovative.

although each firm created fewer jobs on average. The difference in labour
productivity between firms who grew past the 15-employee threshold and those
who remained just below is also similar to the 20-employee threshold.

As discussed in Appendix C, we also find that these differences are not just driven
by superstar start ups: 

Firms that expand from just below the threshold (15-19 employees), to just
above (20-25) are 5 per cent more productive and a year younger on average.

 1.

 2.

 3.

 1.

 2. Firms that cross the threshold one year, before falling back below it the next
(experimenting firms), are 2 years younger and 7.4 per cent more productive.  

9

ABS (2022b)9



When growing firms poach workers, they tend to do so by offering higher 
wages to workers at older, larger and less productive incumbents, 

supporting productivity-enhancing reallocation.

Crucially, growing firms who cross the 20-employee threshold source the majority of
workers (53.9%) through job-to-job transitions (Figure 3). Most of these workers are
poached from other firms (43.1%), with the remainder (10.8%) moving from being
either a sole trader or business owner. The remaining share of new workers (46.1%)
join growing firms following a period without paid employment. 10

10.8%

21.6%

24.5%

43.1%

Sole trader or business owner

Out of employment for less than one year

Out of employment for at least one year

Employee at
other firm

0% 10% 20% 30% 40% 50%

By previous employment status

* All data comes from the 2017/18 financial year. The sample includes all workers who joined a
small growing firm that added their 20th employee. See Appendix B for further details on
employment status definitions.
Sources: ABS; e61 analysis

Figure 3: Workers joining growing firms
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... and have a detrimental effect on labour market competition?

Wage benefits for poached workers represent nominal wage gains over a two-year period. They are calculated by comparing the mean increase in nominal wages for workers who joined small growing
firms and the mean increase in nominal wages for workers who did not change jobs during the same period. Further details on the calculation of these wage gains can be found in Appendix B.  
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 In comparison, workers hired by stagnant firms are more likely to have experienced a recent spell of non-employment. However, these differences should be viewed in the context of the huge contribution to aggregate employment growth that growing firms make.10

Workers who are poached also receive sizeable wage benefits. For those that held a
job the year before, they receive on average a 15 per cent increase in their wages in
the year after they start their new job.

The firms which growing firms poach their workers from are: 

11

 1.

 2.

 3.

More than 5 times larger (based on median headcount).

4.6 years older (based on mean firm age).

19 per cent less productive (based on median labour productivity).

Aggregate productivity and wage growth are partly driven by the emergence of new
productive firms. These firms provide outside options for workers to switch jobs,
which increases their wage-bargaining power and spurs productivity-enhancing
reallocation. But multi-employer bargaining may disrupt this process if it reduces
the likelihood that new firms emerge to compete with incumbent firms for workers.



Firm age should be considered when determining common interest

Much will hinge on how sharply the fixed costs associated with multi-employer
bargaining bite at the 20-employee threshold. With the onus now on applicants
(workers and unions) to prove firms with 20-50 employees are ‘reasonably
comparable’ (Figure 1), the FWC will play a key role in determining the prevalence
of multi-employer bargaining among this group.  1.

 2.

Shaped the incentives for growing firms to expand, or to strategically bunch
below the 20-employee threshold prior to implementation. 

Impacted the ability of growing firms to compete with larger incumbents
for workers, and the resultant effects on worker mobility and wages.
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Fortunately, a review of the reforms is already scheduled to occur within two years.
Australia has also developed the near real-time microdata assets, such as Single-
Touch-Payroll, that could enable a thorough empirical assessment of whether
multi-employer bargaining has:

Fair Work Legislation Amendment (Secure Jobs, Better Pay) Act 2022 (Cth) pt21 s3 12

Given the pervasive decline in market dynamism over the past 20 years – which
has suppressed both productivity and wage growth – policymakers should closely
monitor the impact of the new laws on firm dynamism and make legislative
changes if necessary.13

As it stands, the Secure Jobs, Better Pay Act provides only loose guidance regarding
matters that may be relevant to determining whether employers have a clearly
identifiable common interest. These include:

 1.

 2.

Geographical location

Regulatory regime

 3. The nature of the enterprises to which the agreement will relate, and the
terms and conditions of employment in those enterprises.

The lack of detail provided in the legislation means that the FWC should have some
discretion to decide what specific factors to consider. Our research suggests that
they should use this discretion and take into account firm age when comparing the
nature of the enterprises to which an agreement will relate.

If the policy change has created material barriers to firm growth, then the
Government should amend the legislation to make it more responsive to the needs
of young high-growth firms. If this were to entail a shift in emphasis from 'size-
contingent' to 'age-contingent' policy, then there is much scope for economists to
inform the design of an age-based exemption threshold. And the FWC could
provide effective oversight, to ensure that firms do not simply 'rebadge' to appear
younger than they are.

Adams et al. (2022)13

12

The question remains whether multi-employer bargaining will create material
barriers to firm growth, either by disincentivising young productive firms from
adding their 20th employee or by reducing their ability to compete with larger
incumbent firms for scarce labour. The former could come through growing firms
either curtailing their growth, or expanding through external contractors.
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This section provides additional details on the changes made under the Secure Jobs,
Better Pay Act (the Act) to multi-employer bargaining. More detailed summaries of the
legislation are provided by the Department of Employment and Workplace Relations
and by law firm Clayton Utz, which our summary draws from heavily.

The Act makes several adjustments to the existing multi-employer bargaining streams to
make it easier for employees to access them.

Making it easier for employers with common interests to bargain together by replacing
the term 'single interest employers' with 'common interest employers'. It also updates
the criteria the Fair Work Commission (FWC) will use to assess common interest,
including:

Providing that the operations and business activities of common interest employers
must be reasonably comparable.
For employers with 50 or more employees, the onus is on the employer to establish
it is not a common interest employer or its operations and business activities are
not reasonably comparable with the other employers. 

Making it easier for employers to be added to an existing single enterprise agreement,
or an existing single-interest employer authorisation, without the employer’s consent
provided a majority of employees approve and with the following caveats:

Employers who employ fewer than 20 employees may not be added to a single
interest employer agreement or authorisation without their agreement; and
The FWC will have the discretion to refuse an application to add a new employer to
a single interest employer agreement or authorisation if the FWC is satisfied that
less than 9 months have passed since the most recent expiry date of an agreement.

Single interest employer authorisations
The Act makes significant changes to the single interest employer authorisation stream,
including:

Appendix A

Co-operative workplaces
A rebranding of multi-enterprise agreements, the co-operative workplaces stream also
makes some small changes including the ability for employers and employees to
become covered by, or added to, an existing agreement.

A new requirement that an employer negotiating as part of a multi-enterprise
agreement must obtain written consent from each union acting as a bargaining
representative for the agreement prior to putting the agreement to an employee
vote to either approve or vary the agreement. This effectively gives the unions an
extraordinary veto power over multi-enterprise agreement voting.
A carve-out for the construction industry whereby employees who perform 'general
building and construction work' cannot be covered by a multi-enterprise agreement.

Other key changes

Removing the definition of low paid and introducing a  broader common interest
test, which will make it easier for employees to access the stream. 
Granting the Workplace Relations Minister the power to declare an industry or
occupation eligible for the supported  bargaining stream.
Allowing employees to apply to the Fair Work Commission (FWC) to have
themselves and their employer added to a supported bargaining authorisation
without their employer’s consent, provided a majority of employees vote in favour.

Supported bargaining
The supported bargaining stream replaces the existing low paid bargaining stream and
is designed to assist industries with low agreement coverage. It seeks to overcome the
issues with the old low paid stream by: 

https://www.dewr.gov.au/secure-jobs-better-pay
https://www.claytonutz.com/knowledge/2022/december/secure-jobs-better-pay-your-guide-to-the-reforms


Multi-employer bargaining: a barrier to firm growth? 11

Appendix B

Defining growing and stagnant firms

This section provides technical details on: i) how we define growing and stagnant firms;
ii) the data filters applied to arrive at the final sample; and iii) the construction of key
variables used in the analysis.

We classify firms into the following (non-mutually exclusive) groups:

Firms which grew past the 15-employee threshold (headcount last year < 15,
headcount this year >= 15)

 1.

Firms which grew past the 20-employee threshold (headcount last year < 20,
headcount this year >= 20)

 2.

Firms which remained stagnant just below the 15-employee threshold
(headcount this year = 14 and headcount this year <= headcount last year)

 3.

Firms which remained stagnant just below the 20-employee threshold
(headcount this year = 19 and headcount this year <= headcount last year)

 4.

In Appendix C, we also look at firms who only just cross the threshold, expanding from
15-19 employees to just 20-25 employees, and firms who cross the 20-employee
threshold one year before falling back below it the following year.

Firm headcount is measured using data provided by the ABS. The ABS produces these
estimates using Pay As You Go (PAYG) tax data reported by businesses to the ATO
through PAYG statements.

Note on data quality: as the ABS firm headcount estimates include non-regular casuals
and workers who are hired and/or fired within a given year, they likely slightly
overstate the actual headcount of firms (for the purposes of size-based exemptions) at
any given point in time.

We apply a set of filters to obtain the final dataset.
Data filters

We restrict our analysis to the 2017/18 and 2018/19 financial years to
ensure our work is as current as possible while avoiding the effects of the
COVID-19 pandemic. Most of the analysis uses data from the 2017/18
financial year.

We do this to minimise the risk that we incorrectly identify changes in
company tax structures, the entry of international firms, or mergers and
acquisitions as growing businesses. 
However, this decision also means that we drop all genuine start-ups
who grew from 0 employees to 20 or more employees within a single
financial year.
This means our work represents a conservative estimate of the number
of growing firms. 
Further, when this restriction is removed, our estimates of the number of
new jobs created by each growing firm increases significantly and the
differences between growing firms and stagnant firms also increases,
both in terms of firm age (growing firms are even younger) and labour
productivity (growing firms are even more productive).

We focus our analysis on small firms who had at least one paid employee
during the last financial year. 

For the productivity analysis, we drop all firms where labour productivity
cannot be measured (i.e. firms with 0 turnover, 0 employees, or missing data
on turnover or employees).

 1.

 2.

 3.
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Labour input is measured as the number of full-time-equivalent (FTE) workers.
FTE values for each firm are derived by the ABS from PAYG statement data
using the methodology laid out in Hansell et al. (2015).
Firm output is measured as firm turnover from business activity statements.

Firm age
Firm age is measured using data compiled by the ABS on firm birth date (year). The
ABS derives firm birth dates from a number of sources, including business activity
statements and the Australian Bureau of Statistics Business Register.

Productivity
Firm productivity is measured as a 1-year lag of labour productivity (firm output /
labour input), where:

As these raw productivity estimates do not account for systematic differences in
average labour productivity across sectors (which are likely related to differences
in capital intensity) we subtract mean sector productivity levels (at the 2-digit
ANZSIC level) from the raw estimates. Removing this demeaning step sees the gap
between growing and stagnant firms grow further.

In Appendix C, we also examine differences in total factor productivity, which we
estimate using the approach suggested by Ackerberg, Caves and Frazer (2015)
using Stata's prodest package. 

Wages
Worker wages are measured using PAYG data collected by the ATO and compiled
by the ABS. Wages for a worker within a given year are taken as the sum of all
payments received by that worker which are recorded on a PAYG statement. 

To avoid capturing the effects of job transition costs, such as short spells of
unemployment between jobs, we estimate wage gains over a two-year period,
aaaaa

Variable construction

Previous employment status
When examining the workers growing firms hire when they expand, and the paths 
they take before starting their new job, we separate each worker's previous 
employment status into one of four categories: 

Employee at other firm. The individual carried at least one employer over
from the previous year before then starting work at the growing firm. This
category includes both transitions where a worker changed jobs and where a
worker kept one or more of their old jobs and started a new additional job.

 1.

Out of employment (>1yr). The individual earnt no wage income (captured
by ATO PAYG or ATO personal income tax data) in the financial year prior to
starting work at the growing firm. 

 2.

 3.

comparing a worker's wages in the year before they joined a firm who added their
20th employee to their wages in the year after they joined. We also adjust these
nominal wage gain estimates to account for the increase in nominal wages for
workers who did not change jobs during the same period.

Finally, to avoid capturing the effects of the COVID-19 pandemic, wage gains are
estimated using data from the 2016/17 and 2018/19 financial years, for worker's
who joined a firm who added their 20th employee in 2017/18.

Sole trader or business owner. The individual earnt no wage income
(captured by ATO PAYG data) in the financial year prior to starting work,
indicating they were not an employee. But they did report wage income or
business income in their personal income tax return. This category includes
both workers who were sole traders (and therefore did not have to report
PAYG data) and business owners who did not draw a salary.

4. Out of employment (<1yr). The individual had at least one employer in the
previous year and no employer carrying over from previous year into the
current year. That is, they were out of employment for a period of less than
one year in the period before they joined the growing firm.



This means that there will be a degree of measurement error when classifying 
workers into the above four categories. 
For instance, some workers we classify as previously being an employee at 
another firm may actually have had a brief spell of unemployment between 
jobs as we only observe spells of unemployment that occur across financial 
years.

Note on data quality: the imprecision of job start and end dates provided in the 
PAYG data means that we do not attempt to precisely determine when a worker 
begins or ends a job within a given financial year.

Multi-employer bargaining: a barrier to firm growth? 13



0

3,000

6,000

9,000

12,000

Total crossed Marginally crossed Volatile Steady expansion

Count of firms crossing the 20-employee threshold
Figure C.1: Number of firms

* Firms that marginally crossed the threshold are those that grew from 15-19 employees in
2016/17 to 20-25 employees in 2017/18. Volatile firms are defined as those that grew past
the 20-employee threshold in 2017/18, but then fell back below it in 2018/19. Steady
expansion firms are defined as those that grew past the 20-employee threshold in 2017/18
and continue to expand in 2018/19.
Sources: ABS; e61 analysis
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Figure C.2: Job creation

* Firms that marginally crossed the threshold are those that grew from 15-19 employees
in 2016/17 to 20-25 employees in 2017/18. Volatile firms are defined as those that
grew past the 20-employee threshold in 2017/18, but then fell back below it in
2018/19. Steady expansion firms are defined as those that grew past the 20-employee
threshold in 2017/18 and continue to expand in 2018/19.
Sources: ABS; e61 analysis
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This section provides an additional set of results which examine different types of growing firms. This includes those who only marginally cross the 20-employee threshold,
growing from 15-19 employees to 20-25 employees ('marginally crossed'), those that cross the threshold one year, before falling back below it the next ('volatile'), and those that
grew past the 20-employee threshold in 2017/18 and continue to expand in 2018/19 ('steady expansion').

Appendix C
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Figure C.3: Firm age

* Firms that marginally crossed the threshold are those that grew from 15-19 employees
in 2016/17 to 20-25 employees in 2017/18. Volatile firms are defined as those that
grew past the 20-employee threshold in 2017/18, but then fell back below it in
2018/19. Steady expansion firms are defined as those that grew past the 20-employee
threshold in 2017/18 and continue to expand in 2018/19.
Sources: ABS; e61 analysis
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Figure C.4: Difference in labour productivity

* Labour productivity is measured as (lagged) turnover/fte de-meaned by industry
(2-digit ANZSIC).Firms that marginally crossed the threshold are those that grew
from 15-19 employees in 2016/17 to 20-25 employees in 2017/18. Volatile firms are
defined as those that grew past the 20-employee threshold in 2017/18, but then fell
back below it in 2018/19. Steady expansion firms are defined as those that grew past
the 20-employee threshold in 2017/18 and continue to expand in 2018/19.
Sources: ABS; e61 analysis
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Figure C.5: Difference in total factor productivity

* TFP is estimated using the approach suggested by Ackerberg, Caves and Frazer (2015)
and is also demeaned by industry (2-digit ANZSIC).Firms that marginally crossed the
threshold are those that grew from 15-19 employees in 2016/17 to 20-25 employees in
2017/18. Volatile firms are defined as those that grew past the 20-employee
threshold in 2017/18, but then fell back below it in 2018/19. Steady expansion firms
are defined as those that grew past the 20-employee threshold in 2017/18 and
continue to expand in 2018/19.
Sources: ABS; e61 analysis



Disclaimers
BLADE (Business Longitudinal Analysis Data Environment) 
This paper uses unit record data held in the BLADE data environment which is hosted
by the Australian Bureau of Statistics. The results are based, in part, on Australian
Business Register (ABR) data supplied by the Registrar to the Australian Bureau of
Statistics (ABS) under A New Tax System (Australian Business Number) Act 1999 and
tax data supplied by the Australian Taxation Office (ATO) to the ABS under the
Taxation Administration Act 1953. These require that such data are only used for the
purpose of carrying out functions of the ABS. No individual information collected
under the Census and Statistics Act 1905 is provided back to the Registrar or ATO for
administrative or regulatory purposes. Any discussion of data limitations or
weaknesses is in the context of using the data for statistical purposes, and is not
related to the ability of the data to support the ABR or ATO's core operational
requirements. Legislative requirements to ensure privacy and secrecy of this data
have been followed. Only people authorised under the Australian Bureau of Statistics
Act 1975 have been allowed to view data about any particular firm in conducting
these analyses. In accordance with the Census and Statistics Act 1905, results have
been confidentialised to ensure that they are not likely to enable identification of a
particular person or organisation.
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