
Canada Pension Plan
(CPP)

The Canada Pension Plan (CPP) stands as a cornerstone of retirement 
income for millions of Canadians, providing financial support to 
eligible individuals during their retirement years. Established by the 
federal government in 1966, the CPP is a mandatory contributory 
pension plan designed to supplement retirees’ income and help 
maintain their standard of living. In this article, we’ll explore the key 
features of the Canada Pension Plan and its significance in Canadian 
retirement planning.

1 |  CONTRIBUTION-BASED SYSTEM

The Canada Pension Plan operates on a contributory basis, with both 
employees and employers making contributions to the plan. Self-
employed individuals also contribute to the CPP through combined 
employer-employee contributions. These contributions are deducted 
directly from employees’ earnings and are based on a percentage of 
their pensionable earnings, up to a maximum annual limit set by the 
government.

2 |  RETIREMENT PENSION

One of the primary benefits of the CPP is the retirement pension, 
which provides a monthly income to eligible retirees starting as early 
as age 60. The amount of the CPP retirement pension is based on the 
individual’s contributions to the plan over their working years and 
the age at which they begin receiving benefits. The CPP retirement 
pension is designed to supplement other sources of retirement 
income, such as Old Age Security (OAS) and personal savings.

3 |  DISABILITY BENEFITS

In addition to retirement benefits, the Canada Pension Plan provides 
disability benefits to individuals who are unable to work due to a 
severe and prolonged disability. To qualify for CPP disability benefits, 
applicants must meet specific eligibility criteria, including having 
made sufficient contributions to the plan and being under the age of 
65. CPP disability benefits are intended to provide financial support to 
disabled individuals and their families during periods of incapacity.
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4 |  SURVIVOR BENEFITS

The CPP offers survivor benefits to the spouses or common-law 
partners of deceased CPP contributors. Survivor benefits may 
include a survivor’s pension, which is a monthly benefit payable to 
the surviving spouse or partner, and children’s benefits for eligible 
dependent children. These benefits help provide financial support to 
survivors following the death of a loved one who contributed to the 
CPP.

5 | INDEXATION AND INFLATION PROTECTION

To help protect the purchasing power of CPP benefits, the federal 
government indexes CPP benefits to inflation. This means that CPP 
benefits are adjusted annually to keep pace with increases in the cost 
of living, as measured by the Consumer Price Index (CPI). Indexation 
ensures that CPP beneficiaries maintain their standard of living in 
retirement, even as the cost of goods and services rises over time.

CONCLUSION 

The Canada Pension Plan plays a vital role in the retirement income 
security of millions of Canadians, providing retirement, disability, 
and survivor benefits to eligible individuals and their families. With 
its contribution-based system, comprehensive benefit offerings, 
and inflation protection mechanisms, the CPP helps Canadians plan 
for a secure and dignified retirement. Understanding the features 
and benefits of the Canada Pension Plan is essential for individuals 
to make informed decisions about their retirement planning and 
financial well-being. 

https://advicecafe.ca

Join Advice Cafe Today!

We make quality financial 
advice affordable for all 
Canadians!


