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The demographic change threatens the pay-as-you-go public pension systems in
many OECD countries. As a response many have increased their normal retire-
ment age. However, this does not help if people lose their job before reaching it.
Hence policy makers need to find a way to improve employment outcomes near
retirement.

This study investigates the role of on-the-job training in the employment outco-
mes of less educated men in their late careers. Using survey data from the Ger-
man National Education Panel Study adult cohort, | estimate a structural dyna-
mic discrete-choice model reflecting the trade-offs of the employees' training
participation decision. The data set enables me to distinguish whether non-par-
ticipation is due to lack of availability of training or due to individual cost-benefit
considerations. As a consequence, | can investigate whether future policy inter-
ventions should target the provision of training or the individual participation
incentives. | find that on-the-job training has a positive impact on the employees'
employment prospects. Counterfactual simulations show that a reduction of the
individual training costs would increase training participation and positively af-
fect the employment rate near retirement. In contrast, an increase in the general
availability of funded training would not be effective.



