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Many young people start their working lives in low-skill jobs. This report examines whether, for those 

who have left full-time education, a low-skill job provides them with a good start to their working 

lives, or whether starting out in a low-skill job can have a ‘scarring’ effect on the individual. Here we 

define low-skill jobs using levels 4 and 5 of the skill levels allocated by the Australian Bureau of 

Statistics (ABS) to each occupation. 

Key messages 

� As expected, starting out in a low-skill job yields lower wages than starting out in a higher-skilled 

job. Five years after leaving full-time education, the wage penalty (conditioning on education and 

other characteristics) still exists, but this scarring diminishes over time. However, any job is better 

than no job, given that the wage penalty after five years of having no job a year after leaving  

full-time education is worse than taking a low-skill job. 

� Not surprisingly, young people who possess high human capital (education, ability, and experience) 

have more opportunities to move to a high-skill job. Males are more likely to make the transition 

to high-skill jobs than females. Young people who are part-time workers are likely to remain in 

low-skill jobs, although part-time or casual low-skill jobs can be a positive pathway for young 

people to progress into full-time or permanent positions. 

� There is no evidence to suggest that young people choose to stay in low-skill jobs for positive 

reasons such as high job satisfaction or relatively high wages. 

 

The research underlines the importance of good career guidance, by recognition of labour market 

opportunities, for young people as they make their way through senior schooling and post-school 

education and training. 
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