A guide to base salary

Salary is one of the most (if not the most) important factors when it comes to your job.
Understanding exactly how much you’re going to be paid when you sign an
employment contract is essential — and it all starts with your base salary.

What does base salary mean? A base salary in Australia refers to the amount you are
paid for your labour, excluding any benefits, bonuses, incentives or commissions.
Knowing your base salary is essential for planning life events, such as starting a family,
applying for loans, and making significant purchases. Your base salary provides a
reliable estimate of your regular fortnightly or monthly paycheck.

If you've ever been unsure about salary definitions or structures, this guide offers an
overview of all you need to know. Read on for insights into salary calculations and the
importance of your base salary to your overall financial situation and career
development.

What is a base salary?

There can be many different components in an employee’s compensation package,
and the base salary is usually at the core. What exactly is the base salary meaning? A
base salary is the fixed amount of money paid to an employee in exchange for the work
performed. This salary is usually quoted as an annual figure and paid out in regular
intervals, such as monthly or fortnightly.

The base salary is:

e Fixed and guaranteed: unlike bonuses or commissions, the base salary is
a steady and predictable source of income.

e Excluding additional benefits: does a base salary include super? No,
neither does it include overtime, bonuses, benefits, or other forms of
variable compensation.

e Contractual agreement: the amount is usually stated in the employment
contract and is subject to negotiation.

Base salary is just one part of the total compensation package, which can include
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various other financial benefits, such as bonuses and commissions, overtime pay,
incentives, allowances, discounts and subsidies. While the base salary provides
financial stability, these extra components can significantly boost your total earnings.

Base salary calculation methods

While the concept of base salary is fairly straightforward, the way it's calculated
depends on a number of things. It often starts with understanding the market value of a
job role, which involves:

e Market research: employers typically refer to salary surveys and
iIndustry benchmarks to determine competitive salary rates.

e Pay grades: some organisations establish pay grades or bands that
categorise positions into different salary ranges based on their level and
responsibilities. This is common in the public sector.

The final figure is carefully considered based on job role and responsibilities, industry
standards, where you are located and your skills and experience. It's also up to the
hiring company and how much budget they allocate to their various roles.

To give a clearer picture, let's look at some hypothetical examples to show how base
salary calculations can vary:

e Technology sector: a software engineer in Sydney might have a base
salary starting at $100,000 p/a, reflecting high demand in the tech industry.
However, someone with years of experience and a master’s degree might
earn upwards of $200,000 p/a to reflect this.

e Healthcare sector: a registered nurse in Melbourne could have a base
salary of around $85,000 p/a, considering the essential nature of the job and
required qualifications.

e Retail sector: a retail store manager in Brisbane might earn a base salary
of $65,000 p/a, influenced by the retail industry’s standards and the cost of
living in Brisbane.

Salaried employees vs. hourly-rate employees
In the workforce, employees generally fall into one of two categories: salaried (either

permanent part time or full time) or hourly rate. Base salary is calculated differently for
each one, depending on how you are paid and how often you work.
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Payment structure

e Salaried employees: receive a fixed annual amount (the base salary)
regardless of the number of hours worked. This amount is divided into
regular payments, often monthly or fortnightly, with no overtime pay.

e Hourly-rate employees: paid based on the actual hours worked. Their
earnings can vary each pay period (generally weekly or fortnightly),
depending on the number of hours they work.

Work hours

e Salaried employees: have set work hours, usually 7.5 hours per day, five
days per week. However, they are expected to work the amount of hours
required to fulfil their duties, which can sometimes mean working beyond 40
hours per week without additional pay.

e Hourly-rate employees: paid for each hour they work, including potential
overtime pay for hours worked beyond the standard hours.

For example, a salaried marketing manager in Canberra might have a base salary of
$80,000 p/a, with the expectation of full-time hours and occasional overtime (with no
extra pay). At the same time, a retail worker paid on an hourly basis might earn $35 per
hour, with their total income changing based on the number of hours worked each week
and the potential to earn higher than their base rate. If your job is covered by an award,
there will be legal guidelines governing your pay structure.

Gross income and net income

Before negotiating your salary, it's important to know the difference between gross
income and net income. These terms are both linked to your base salary.

e Gross income: includes the base salary plus any additional earnings like
bonuses, overtime and benefits.

e Net income: this is the total fixed remuneration after deductions, such as
taxes, are subtracted from the gross income.

While gross income provides an overview of total earnings, net income is the amount
deposited into your bank account each payday. The main difference lies in the
deductions. Gross income doesn't account for tax, while net income is calculated after
all deductions are made. Gross income is often used for eligibility criteria (like loan
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applications), while net income is used for budgeting and everyday financial planning.

Factors to determine a fair base salary

Determining a fair base salary involves balancing industry standards, the demands of
the specific job role, the company, and the expertise you bring to the table. What
constitutes a competitive base salary can vary across different industries and locations.
Here are some of the factors to take into account:

e Demand for skills: high demand for specific skills in industries like
technology, finance or medicine leads to higher base salaries.

e Profitability: industries with higher profitability margins or significant funding
might offer more competitive salaries.

e Standards: understanding industry standards is important when
determining a fair base salary. Employers often refer to salary surveys and
industry reports to stay competitive. They can also look at what similar roles
are paying in other organisations within the same industry.

What is base salary in Australia? When it comes to working out your base salary, there
are specific guidelines and standards to consider:

e Minimum wage laws: Australia has well-defined minimum wage laws that
set the baseline for salaries. As of 1 July 2023 the National Minimum Wage
is $23.23 per hour or $882.80 per week.

e Award rates: many industries have award rates which set minimum
standards for wages and conditions of employment.

e Fair work commission: this body plays a role in setting wages and
employment conditions, impacting base salaries across various sectors.

What is an annual base salary?

Your base salary is essentially the amount you are paid in a year — the amount is
guoted as an annual figure (For example, ‘$60,000 per annum’ or ‘$60k pa’.) The
annual base salary excludes any additional bonuses, overtime or benefits.

e Annual base salary: common in many employment situations, especially in
permanent full-time jobs. The annual salary gives a yearly figure, while the
funds are usually paid monthly or fortnightly.

e Hourly wages: unlike annual salaries, hourly wages depend on the actual
hours worked.

For example, an annual base salary of $60,000 in Australia calculates to around $5,000
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per month before taxes and other deductions. That equals roughly $30 per hour, if you
were to break it down to an hourly wage.

In contrast, an hourly-wage worker on a rate of $30 per hour could earn more than
$60,000 a year if they work more hours or work on weekends and holidays to get
penalty rates. Understanding the annual salary meaning versus an hourly wage is
important if you're deciding which option can help you earn the most money in a certain
time frame.

Annual vs. monthly salary

When it comes to budgeting, it helps to break down your annual salary into monthly
payments, so you can calculate what you have left over after rent/mortgage payments,
groceries and utilities. Your monthly salary will be roughly your annual salary divided by
12, although some employers calculate each month separately, based on the number
of days per month (annual salary + days in the year x days in that month), so each
month might be slightly different.

When calculating your monthly salary take-home pay, remember to deduct withholding
tax, any salary sacrifices and any HECS repayments. This is essential for managing
monthly expenses like rent, utilities, groceries and other recurring bills.

How to negotiate a base salary

Whether you're starting a new role or getting promoted at your current workplace,
negotiating a base salary is an important step. It's essential to your sense of job
satisfaction that you feel you are compensated fairly for your labour, on par with others
in your industry. Learning good negotiation skills can make the process less awkward
and potentially result in getting a higher base salary than you are initially offered.

Before the negotiation

Do your research

Market value

You can find out the average salary range for a role by using salary-comparison
websites (like SEEK), and asking knowledgeable friends, former colleagues and
acquaintances in your industry. You might even be able to find out salary information
from professional associations relevant to your position, level of experience and
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geographical location. Consider the pay scales across different industries and company
sizes.

Company research

Before accepting an offer, research the company’s financial situation. Are they known
for paying high salaries? This information should be fairly easy to find online.
Familiarise yourself with the company’s standard compensation structure (you can ask
them directly, if you're in the interview process), including base salary range, benefits
and other perks.

Know how much your specific skills and experience are worth

Quantify your accomplishments

Prepare a list of your specific achievements, projects and contributions at past roles.
Use quantifiable metrics, where possible, to demonstrate your impact and value. (For
example, | led a sales team that contributed to a 20% departmental revenue increase in
one quarter.) Be ready to discuss how your particular skills and experiences will
financially benefit the company.

Consider your non-monetary needs

When negotiating, consider factors such as work-life balance, employee benefits, and
opportunities for professional development, and how these could potentially offset a
smaller raise or lower salary.

Set your target and bottom line

Target salary

Based on your research and non-negotiable needs, determine a realistic target salary.
Aim for a figure that exceeds your minimum baseline, as this leaves room for
negotiation. Be prepared to explain why you think you deserve this amount, using your
research and accomplishments as justification.

Bottom line

Establish the lowest salary you are willing to accept and don’t go below that offer. If
your negotiations aren’t successful, you should be prepared to reject the job offer.


https://www.seek.com.au/career-advice/article/how-to-talk-about-achievements-in-your-resume
https://www.seek.com.au/career-advice/article/how-to-negotiate-non-financial-rewards

During the negotiation

Here are some steps to follow in the negotiation process for your base salary:

1. Start with gratitude

Begin by thanking the employer for the job offer or opportunity for a
promotion. Show genuine enthusiasm about the role and the company. This
sets a positive tone for the negotiation.

2. Be prepared to justify your request

After sharing your desired base salary, explain why you are worth the figure
you're asking for. Emphasise your unique skills, experience and the value
you can bring to the company. Use specific examples from your past
experiences to demonstrate how you can contribute to the company's goals.

3. Use “we” language and focus on solutions

Frame the negotiation as a joint effort to find a mutually beneficial solution.
(Example: I'm really excited about this opportunity and I'm confident we can
come to a mutually beneficial agreement.) Avoid aggressive tactics or
ultimatums, as they won't help the negotiation process.

4. Be prepared to walk away

While aiming for a positive outcome, be prepared to turn down the offer if it
doesn’t meet your minimum requirements. If you are in a position to wait for a
better opportunity, reject the offer and search for one that can cover your
minimum financial requirements.

5.
Negotiate the entire package

Consider all aspects of the compensation package, not just the base salary.
Factor in bonuses, benefits, paid time off and opportunities for professional
development. Sometimes, these additional elements can make up for a lower
base salary, especially at companies where annual bonuses are substantial.
If there are several components in your overall package you would like to
negotiate, raise them all at the same time. If you draw out the negotiation


https://www.seek.com.au/career-advice/article/how-to-answer-what-are-your-salary-expectations
https://www.seek.com.au/career-advice/article/how-to-answer-what-are-your-salary-expectations
https://www.seek.com.au/career-advice/article/when-to-turn-down-a-job-offer
https://www.seek.com.au/career-advice/article/professional-development-goals
https://www.seek.com.au/career-advice/article/professional-development-goals

process, the company might rescind the offer.

6. Get everything in writing

Once you reach an agreement, ensure that all details of your compensation
package, including the base salary, are clearly documented. A written
agreement provides clarity and security before you formally accept the offer.

Whether you are entering the workforce for the first time, taking a step forward in your
career, or thinking about pivoting to a new industry, it's essential to understand the
meaning of ‘base salary’. It's also helpful to know what the base salary ranges are in
your chosen field, so you can negotiate a salary package that compensates you fairly.

FAQs
How do base salary and gross salary differ?

A base salary refers to the amount an employee is paid, excluding any bonuses,
overtime or additional benefits. Gross salary, on the other hand, includes the base
salary plus all these additional extras. Jobs ads, like those on SEEK, usually display the
base salary or a salary range.

Where can one find industry benchmarks for base salaries?

Industry benchmarks for base salaries can be found on job websites like SEEK, on
websites for professional associations, in industry surveys and reports, and even in
news articles. Job-search platforms often provide updated information on salary trends
and averages across different industries, roles and geographical locations.

What are effective approaches to negotiating a higher base salary?

Effective approaches to negotiating a higher base salary include:

e Conducting thorough research on industry salary standards and the
company’s financial status

e Showing the value you can bring to a company, based on skills, experience
and past achievements

e Using a collaborative tone in negotiations, focusing on mutual benefits

e Being prepared to negotiate the entire compensation package, not just the
base salary
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e Knowing your worth relative to industry peers
¢ Potentially rejecting the offer if is too low

How is base salary adjusted for part-time positions?

For part-time positions, the base salary is calculated to reflect the hours worked. For
example, if a permanent part-time employee worked 50% of the hours of a full-time
employee, they would get 50% of the base salary of a full-time worker.

Can base salary fluctuate over time within the same role?

It's possible, but it's not common. Most base salaries aren’t dynamic or fluctuating. An
employer in Australia can’t reduce your salary from the amount written in your contract
unless you agree to it. At the same time, your base salary is unlikely to increase unless
you get a raise or you're being paid minimum wage and that figure is raised. The vast
majority of salaries aren’t tied to inflation.



