
This report presents three options for addressing the gaps 
in income protection for those working age Canadians with 
recurring or cyclical illnesses. 

Change EI eligibility criteria to increase the number of weeks 1. 
that ill or disabled workers can receive benefits, and allow 
them to take the time at once or in parts over a two-year 
period.

Change CPP-D eligibility criteria to allow workers who are 2. 
still able to work temporarily or part-time to receive 30% of 
their lost earnings.

Create a new benefit for all full-time workers that would 3. 
work with both EI and CPP-D. 
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Gaps in benefits leaves millions without 
disability supports

• 3.6 million Canadians have a physical, psychological or health 
condition that limits their everyday activities.

• If the illness or disability is temporary, they can apply for 
Employment Insurance (EI). If they are not likely to return to 
work before retirement, they can apply for disability benefits 
through the Canada Pension Plan (CPP-D).

• If the illness or disability is recurring, Canadians are not likely 
to be eligible for EI or CPP-D and must deplete their savings 
before being eligible for social assistance. 

• More than half of disabled Canadians don’t receive benefits 
from federal or provincial income programs or from private 
insurance.

• Canada spends less on disability benefits than the U.S. and 
most other OECD countries. 

• 27% of working age adults with disabilities experience low-
income, compared with 14% of the population.

• Workers on EI cannot supplement their wages with paid 
employment. Those who receive benefits through the CPP-D 
can only supplement their wages to a maximum of $4,200 
annually.
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Workers affected by recurrent illness or disability have little financial security 
In 2001, 3.6 million – almost 12% – Canadians had a physical, psychological or 
health condition that limited their everyday activities. Not surprisingly, the likelihood 
of getting ill or disabled increases with age.1 Yet there are serious gaps in income 
protection for those working-aged Canadians who become ill or disabled.

What benefits are available to working-age Canadians who cannot work 
due to illness or disability?
Working-age Canadians who become ill or disabled can apply for Employment 
Insurance (EI) sickness benefits and/or Canada Pension Plan Disability (CPP-D) if 
they are no longer able to work. Both are benefits managed by Human Resources 
and Social Development Canada and funded through contributions by workers and 
employers.  Workers in Quebec can have access to EI or the Quebec Pension Plan.

If the illness or disability is temporary, a worker can apply for EI. To be eligible, he or 
she must have completed at least 600 hours of insurable earnings in the previous 52 
weeks and have a single medical certificate filled out by a physician. If determined 
eligible, a worker can receive 55% of their weekly earnings, to a maximum of $413, 
for up to 15 weeks. Just as with regular EI benefits, there is a two-week waiting 
period before the benefits start. 

If the worker is not likely to return to work before retirement, he or she can apply 
for disability benefits through the CPP-D. To be eligible, a worker must be between 
18-65 years of age, have had a variety of medical assessments with various forms 
of evidence,  and have made contributions to CPP-D for 4 years in the previous 6 
years. There is a three-month waiting period, but once determined eligible, workers 
can receive 30% of their average wage for life to a monthly maximum which is 
determined each year. In 2008 the monthly maximum is $1077.52,2 but recipients 
received an average of only $798.02 in October 2008.3

Background and Context
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There are more people who receive disability benefits from CPP-D than EI. In 
2003-2004, there were 293,990 people who received EI sickness benefits.4 The 
numbers of Canadians receiving CPP-D is four to five times greater.

Some workers may receive additional benefits through workers’ compensation or 
private insurance. However, more than half of the Canadian labour force —  57% or 
7.3 million —  have no disability insurance coverage as a workplace benefit.

Who does not qualify for benefits under employment Insurance or CPP-D?
Many, including the self-employed, new entrants into the labour market, and those 
in part-time or contract work do not qualify for either EI or CPP-D because they do 
not make the necessary contributions.

If not eligible for either plan, a worker must deplete their savings and assets before 
qualifying for provincial/territorial social assistance, the welfare program of last 
resort.  According to the National Council of Welfare, disability is the second most 
important factor leading to the need for social assistance (behind job loss).7  In 
Ontario, the majority of those on social assistance are disabled.8 

What about those with recurrent or cyclical heath conditions?
Those battling recurrent or cyclical heath conditions may not be able to work enough 
hours to qualify for EI. This could include for example, Canadians with different 
types of cancers that require treatment that might make them unable to work for 
periods at a time, those with some musculoskeletal conditions, respiratory infections, 
multiple sclerosis or schizophrenia.  These workers also won’t qualify for CPP-D 
because they are likely to be able to return to work before retirement. 
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“The current collection of public programs does not provide income 

protection to Canadians for medium-term illness and moderate dis-

abilities … the problem is not declining over time. Trends in the na-

ture of employment and the hazards of modern life suggest the social 

risks of sickness and disability and thus of economic vulnerabilities, 

likely will increase in significance.” — Prince, Canadians Need a Medium-

Term Sickness/Disability Income Benefit, 1.
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This paper explains that the eligibility criteria of EI and CPP-D leaves many workers 
with recurrent and cyclical health conditions without benefits. Prince presents 
three ways that this gap in income protection for individuals and families could be 
addressed.

Option 1: Change eI eligibility criteria  
Prince suggests that EI eligibility could be revised. Rather than determining 
eligibility in a 52-week period and limiting the benefit to 15 weeks taken all at 
once, Prince suggests that eligibility could be determined over 78 weeks, and 
benefits could be taken at once or in parts over a two-year period. He suggests 
increasing the number of weeks a recipient can receive benefits from 15 to 
between 35 and 50 weeks. The benefit amount would not change under this plan, 
nor would the two-week waiting period.

Since EI is exclusively under federal jurisdiction, this change would not require 
negotiations with the provinces.

Option 2: Change CPP-D eligibility 
The CPP-D could change from a program focused solely on assisting those with a 
prolonged or permanent disability to one that can provide benefits to those who 
have recurrent or cyclical health conditions. 

Under this option, if a Canadian were to have lost 60% of their income because 
of an illness or disability, they would be eligible for 30% of any lost income.  The 
amount of their benefits would be determined based on a career average or their 
best five years to smooth out any fluctuations which may result from cyclical 
or chronic illnesses. The maximum benefit amount would be based on 60% of 
regular CPP-D rates. Workers would be entitled to this benefit until they were 
ready to return to full-time work or until they retire.

For example, if before getting sick a Canadian had a career average income of 
$60,000 a year, but after getting sick they only had an income of $20,000 they 
would be eligible for 30% of the $40,000 they had lost.  The monthly maximum 
benefit would be $647 which is 60% of the maximum benefit under CPP-D in 
2008.

In order to make these changes the federal government would need the support 
of Parliament as well as the support of two-thirds of the provinces, representing 
two-thirds of the population.

CANADIANS NEED A MEDIUM-TERM SICkNESS/
DISABIlITY INCOME BENEFIT
BY MICHAEl J. PRINCE, THE CAlEDON INSTITUTE OF SOCIAl POlICY, 
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Option 3: Create a new income replacement program for the cyclically ill or 
disabled 
The author explores the possibility of creating a new income replacement program. 
This program could provide benefits to both EI and CPP-D contributors who have 
lost more than 60 percent of their earning capacity. They would receive 55% of 
their weekly insurable earnings for a maximum period of 50 weeks over a two-year 
period. These 50 weeks could be taken at once, or in parts, throughout the two 
years.

This program could be run by Human Resources and Social Development Canada, 
and depending on how it is designed, would or would not require the consent of 
the provinces. 

The Caledon Institute of Social Policy is an Ottawa-based think tank funded by 
Maytree. Michael J. Prince is the Lansdowne Professor of Social Policy at the 
University of Victoria.

Providing benefits to those with recurring or cyclical illness would 

lead to significant cost-savings to provincial/territorial social assistance 

programs.



Conclusions and Additional Information

Canada spends less on disability benefits than the U.S and most other OECD 
countries.

The federal government’s investment in disability benefits as a percentage of its 
GDP in 1999 was lower than both the U.S. and the OECD average. Disability-rated 
spending also represented a smaller percentage of public spending in Canada, than 
it did in the U.S. and Europe. 

Not surprisingly then, in Canada, 27% of the working-age population with 
disabilities lives in low-income compared with 14% of the general population. In 
addition, those who receive social assistance are more likely to live in poverty than 
those who are in receipt of workers compensation or private benefits. 

Both EI and CPP-D discourage the ill or disabled from supplementing their income 
with temporary or part-time work. Any money received through paid employment is 
deducted from EI disability benefits, dollar for dollar. Under CPP-D workers can only 
earn up to $4200 annually before taxes without threatening their benefits.
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Source: OECD, as cited in Prince, Canadians Need a Medium-Term Sickness/Disability Income 
Benefit, 27.

Source: OECD, as cited in Prince, Canadians Need a Medium-Term Sickness/Disability Income 
Benefit, 27.
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