
CM\831338EN.doc PE448.920v01-00

EN United in diversity EN

EUROPEAN PARLIAMENT 2009 - 2014

Committee on Employment and Social Affairs

22.9.2010

NOTICE TO MEMBERS
(10/2010)

Subject: Possible definitions of terms used in the EP Employment and Social Affairs 
Committee

Fair Income
No clear definition could be found.

"Fair income" is mentioned by the ILO in the definition of decent work. (Decent work sums 
up the aspirations of people in their working lives. It involves opportunities for work that is 
productive and delivers a fair income, security in the workplace and social protection for 
families, better prospects for personal development and social integration, freedom for people 
to express their concerns, organise and participate in the decisions that affect their lives and 
equality of opportunity and treatment for all women and men). The ILO mentions a fair 
income but does not define it (see:
http://www.ilo.org/global/About_the_ILO/Media_and_public_information/Feature_stories/lan
g--en/WCMS_071241/index.htm).

Minimum wage
Eurostat has defined the minimum wage as the lowest wage that employers are legally obliged 
to pay their employees. The basic national minimum wage can be fixed at an hourly, weekly 
or monthly rate, and this minimum wage is enforced by law (the government), often after 
consultation with the social partners, or directly by national intersectoral agreement (in the 
EU this is the case for Belgium and Greece). The national minimum wage usually applies to 
all employees, or at least to a large majority of employees in the country. Some countries have 
exceptions for e.g. younger workers, apprentices or workers with disabilities. Gross amounts 
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are reported, that is, before income tax and social security deductions, which vary between 
countries. Minimum wage laws contain provisions for regular reviews of the rate, often 
involving tripartite negotiations among government, unions and employers, to reflect changes 
in prices, wages and other economic factors. The minimum wage may be subject to automatic 
reassessment (indexed to the consumer price index or economic growth) or to discretionary 
increases (via legislation). See: 
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Glossary:Minimum_wage.

The ILO has defined it as a wage level defined in law or agreement that is the lowest possible 
rate which an employer is permitted to pay (see: Glossary of labour law and industrial 
relations).

Minimum income
The definition is found in a study requested by the European Parliament's Committee on 
Employment and Social Affairs (IP/A/EMPL/FWC/2006-05/SC2) regarding the role of 
minimum income for social inclusion in the European Union, completed in 2007 (see: 
http://www.europarl.europa.eu/activities/committees/studies/download.do?language=en&file
=19891 ).

In the study minimum income is defined as generally a form of non categorical assistance. 
The assistance is given when a person (or a family) is without sufficient means to meet the 
necessary costs of living. Therefore minimum income is generally complementary to other 
subsistence allowances, contributory or not, and it contributes to create the so called “safety 
net”. As a result, in order to understand the design of the minimum income in each country, it 
is important to consider its role in the context of the more general system of income support 
existing in the country:
 Most European countries in fact have specific policies aimed at promoting the social 

inclusion of specific target populations (i.e. unemployed, disabled, elderly, and so on) and 
wider policies of income support addressed more generally to the poor;

 Some countries tend to give priority to targeted/categorical measures and do not have a 
statutory minimum income or have created a “light form” of minimum income scheme;

 Finally there are also countries where targeted policies do not exist and there is only one 
all encompassing measure for all the situations of poverty. As it is possible to see in the 
following tables almost all European countries have some kind of minimum income 
scheme providing income support, but they vary widely in their structure and coverage. 
With the exception of Greece and Hungary, locally of Italy, and Spain (where a national 
measure doesn’t exist) all other Member States have a general form of guaranteed 
minimum income for those without sufficient resources.

The European Commission mentions minimum income schemes, which are defined as a
guaranteed minimum income which is means-tested, non-contributory and universal income 
guarantee, designed to act as (part of) the ultimate safety net of social protection in order to 
prevent individuals or households from falling into (severe) poverty or below decent living 
standards. Guaranteed minimum income schemes play a specific and crucial role in the fight 
against poverty and social exclusion, as they are a last resort of social protection and a main 
component of the global safety nets (see: Social Protection, Social Inclusion Glossary: Key 
terms explained).
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The ILO defines minimum guaranteed income, which is guaranteed by the state to all persons 
or families whose income falls below a certain fixed level. Various methods may be used to 
assure the guaranteed income: negative income tax, family benefits, social assistance, etc. 
Some schemes include some sort of work incentive (see: ILO thesaurus).

Adequate income
Regarding this term no direct description is found. It is only mentioned in relation to active 
inclusion.

For example:
The European Parliament resolution of 6 May 2009 on the active inclusion of people excluded 
from the labour market, 6 May 2009, which calls on the Member States to implement 
adequate income support so as to fight poverty and social exclusion; points to the need for an 
adequate income support level based on Recommendations 92/441/EEC and 2008/867/EC
which must be adequate, transparent, accessible to all, and sustainable over time.

Adequate income support is defined in the Commission Recommendation of 3 October 2008 
on the active inclusion of people excluded from the labour market (notified under document 
number C(2008) 5737) recommending to the Member States to: 

Recognise the individual’s basic right to resources and social assistance sufficient to lead a 
life that is compatible with human dignity as part of a comprehensive, consistent drive to 
combat social exclusion.
(i) Review their social protection systems, as necessary, in the light of the common principles 
listed in paragraph B of Recommendation 92/441/EEC. In particular, under an active 
inclusion strategy, the right to sufficient resources should:
- be combined with active availability for work or for vocational training with a view to 
obtaining work in the case of persons whose conditions permit such active availability, or be 
subject, where appropriate, to economic and social integration measures in the case of other 
persons,
- be combined with policies deemed necessary, at national level, for the economic and social 
integration of those concerned.
(ii) Ensure the implementation of that right in accordance with the practical guidelines in 
paragraphs C(1), C(2) and C(3) of Recommendation 92/441/EEC. In particular, when the 
resources necessary to lead a life of dignity are determined, living standards and price levels 
by type and size of household in the Member State concerned should be taken into account 
using the appropriate national indicators. Within an active inclusion framework, an incentive 
to seek employment for persons whose condition renders them fit for work should be 
safeguarded and the amounts adjusted or supplemented to meet specific needs.

Basic income
There appears to be no EU definition or description. It is mentioned in some EU publications 
as depending on the standard of living in each Member State; it is also mentioned in some 
non-EU sources.

For example:
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The Basic Income Earth Network (see: BIEN
http://www.basicincome.org/bien/aboutbasicincome.html) defines a basic income as an 
income unconditionally granted to all on an individual basis, without means test or work 
requirement. It is a form of minimum income guarantee that differs from those that now exist 
in various European countries in three important ways:
 it is being paid to individuals rather than households; 
 it is paid irrespective of any income from other sources; 
 it is paid without requiring the performance of any work or the willingness to accept a job 

if offered. 

The Global Basic Income Foundation (see: What is a global basic income? definitions and 
arguments http://www.globalincome.org/English/Global-Basic-Income.html) defines a basic 
income as a guaranteed minimum income. On top of this 'basic' minimum people can earn an 
income by working, just as they do now. A basic income constitutes the basis of a social 
security system and is supplemented by social insurances and other benefits for sickness, 
unemployment, and so on. A full basic income guarantees everyone the means to fulfil basic 
needs. These include, first of all, the fundamental survival needs: clean water, food, clothing, 
shelter and primary health care. Most people will agree that education is also a basic 
necessity. What other needs are basic depends, among other things, on climatic conditions and 
cultural values.

Living wage
The ILO defines it as the level of wages sufficient to meet the basic living needs of an 
average-sized family in a particular economy (see: ILO thesaurus).

The OECD defines it as a wage sufficiently high to permit a worker to keep a given standard 
of living (see: Living wage).

Pension
Eurostat defines it as periodic payments intended to maintain the income of the beneficiary 
after retirement from gainful employment at the standard age or support the income of old 
persons (see: Old-age pension).

The OECD defines it as payment made to a pension fund member (or dependants) after 
retirement (see: Pension  http://stats.oecd.org/glossary/detail.asp?ID=5200).

Retirement
On this term no definitions is found, only on terms such as retirement benefit, retirement age, 
etc.

Legal retirement age
The legal age of retirement in the EU is for the great majority of people from 60 upwards, in 
most cases, 65 years of age (see: http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-
80-07-135/EN/KS-80-07-135-EN.PDF).

Early retirement
Eurostat defines early retirement as applying mainly to those employees who have taken the
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early retirement option due to economic factors (labour market problems, difficulties in 
specific sectors of the economy, etc.). See: Early retirement.

The OECD defines it as a situation when an individual decides to retire earlier and draw the 
pension benefits earlier than their normal retirement age (see: Early retirement).

Phased retirement
Eurostat defines it as a situation when an individual is allowed to retire and receive retirement 
benefits while continuing to work (usually part-time) and contributing towards the retirement 
scheme (see: Phased retirement).

The ILO defines phased retirement as a progressive limitation of hours of work for older 
workers (see: ILO thesaurus).

The OECD defines it as a situation when an individual is allowed to retire and receive 
retirement benefits while continuing to work (usually part-time) and contributing towards the 
retirement scheme (see: Phased retirement).

Poverty
A definition of poverty in EU publication is hard to find, what was found are the following 
terms.

Relative poverty
Relative poverty is measured against the standard of living enjoyed by the majority of people 
in an area, and thus varies between regions. The European Union uses a relative definition to 
measure poverty, namely "the share of persons with a disposable income below 60% of the 
national median". This reflects the definition of poverty adopted by the European heads of 
States who regard people as poor "if their resources are so inadequate as to preclude them 
from having a standard of living which is regarded as acceptable by the society in which they 
live" (see: Social Protection, Social Inclusion Glossary: Key terms explained).

Extreme poverty
Those living in extreme poverty lack basic necessities for survival such as clean water, food, 
clothing, shelter, and essential medicines (see: Social Protection, Social Inclusion Glossary: 
Key terms explained).

Poverty risk
People are considered at risk of poverty if they live with a disposable equivalised income 
below 60% of the national median income. In the EU such low income is considered 
insufficient to maintain a decent standard of living. Whether persons below the 60 per cent 
threshold are actually experiencing poverty will depend on a number of factors, including the 
relevance of the threshold; the length of time on this relatively low income or the possession 
and use of other assets, especially one’s own home. About 16% of EU citizens are at risk of 
poverty. Poverty risk factors include long-term unemployment or low-quality employment; 
low educational qualifications; a socially vulnerable family background; disability; poor 
health; drug abuse and alcoholism; and an immigrant or ethnic minority background (see: 
Social Protection, Social Inclusion Glossary: Key terms explained).
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Material deprivation
Material deprivation is the situation where people are deprived from the goods and services 
that are considered necessary to enjoy a decent standard of living in the country where they 
live. This includes situations when people are under severe economic strain, cannot afford 
basic durables, live in poor housing conditions, or cannot participate in social life (leisure 
activities, holidays). Measures of material deprivation provide a complementary perspective 
on poverty to that provided by conventional income measures (see: Social Protection, Social 
Inclusion Glossary: Key terms explained).

Eurostat defines the at-risk-of-poverty rate as the share of people with an equivalised 
disposable income (made equivalent) below the at-risk-of-poverty threshold, which is set at 
60 % of the national median equivalised disposable income after social transfers (such as 
social security benefits). This indicator does not measure wealth or poverty, but low income 
in comparison to other residents in that country, which does not necessarily imply a low 
standard of living. The at-risk-of-poverty rate before social transfers is calculated as the share 
of people having an equivalised disposable income before social transfers that is below the at-
risk-of-poverty threshold calculated after social transfers. Pensions, such as old-age and 
survivors’ (widows' and widowers') benefits are counted as income (before social transfers) 
and not as social transfers (see: At risk of poverty rate).

Difference between liberal professions and self employment

Liberal profession
The ILO speaks about liberal service as those services supplied by professional workers, often 
self-employed, such as doctors, lawyers, accountants, architects, etc (see: ILO thesaurus).

Directive 2005/36/EC of the European Parliament and of the Council of 7 September 2005 on 
the recognition of professional qualifications defines liberal professions as follows:
To the extent that they are regulated, this Directive includes also liberal professions, which 
are, according to this Directive, those practised on the basis of relevant professional 
qualifications in a personal, responsible and professionally independent capacity by those 
providing intellectual and conceptual services in the interest of the client and the public. The 
exercise of the profession might be subject in the Member States, in conformity with the 
Treaty, to specific legal constraints based on national legislation and on the statutory 
provisions laid down autonomously, within that framework, by the respective professional 
representative bodies, safeguarding and developing their professionalism and quality of 
service and the confidentiality of relations with the client.

Self employed
Eurostat defines this term in two ways (see: Self-employed person):
 Self-employed with employees: Self-employed persons with employees are defined as 

persons who work in their own business, professional practice or farm for the purpose of 
earning a profit, and who employ at least one other person.

 Self-employed without employees: Self-employed persons without employees are defined 
as persons who work in their own business, professional practice or farm for the purpose 
of earning a profit, and who do not employ any other person.
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By the European Industrial Relations Dictionary (see: Self-employed person) a self-employed 
person is defined as an independent worker, who works independently of an employer, in 
contrast with an employee, who is subordinate to and dependent on an employer. However, 
insofar as the concept of employee implies an element of economic dependence, in that 
employees are dependent for subsistence paid by the employer, self-employed workers may 
be little different, as no less dependent economically on their work for subsistence, though 
paid by their clients or customers.
The self-employed are generally recognised as being concentrated in a number of 
occupations: farmers, professionals, shopkeepers, helper-spouses and construction workers. 
There is thus a wide range of categories of self-employed persons, and there are significant 
differences among them; e.g. between liberal professionals, workers in hotels and restaurants, 
and female helper-spouses.


