Appendix 4:  baseline and ‘policy on’ approach
The enterprise target in the new RES:  Increase the business stock by 35% from 35 businesses per 1,000 inhabitants in 2005 to 44 per 1,000 inhabitants in 2016, including 10,000 new businesses run by women by 2010 


The following scenarios were used in developing the 2016 target for the total number of businesses in the South East:

1. Baseline (policy neutral scenario) – based on the past growth rates (the South East average annual growth in the total number of VAT registered businesses between 1994 and 2003), extrapolated between 2005 and 2016.

2. Target (policy on scenario) – based on the past growth rates of the best performing English region (London average annual growth in the total number of VAT registered businesses between 1994 and 2003), extrapolated between 2005 and 2016.

Rationale:
The South East economy is similar in size to London and based on a number of economic indicators the South East economy outperforms London.  This is one of the areas where the South East performance lags behind London.  Thus it is natural to aim to raise the South East performance to equal the performance of London’s economy.

The official population estimates over 2005 and 2016 were used to arrive at per head estimates.

RES Baseline and Target

In 2005 there were 287,000 registered businesses in the South East and if we assumed past growth rates by 2016 there would be 347,000 businesses.  However, if we apply the ‘policy on’ scenario (assuming the growth rate of the best performing region) by 2016 there would be 371,000 new businesses.  Thus the difference between the baseline scenario and the RES target is 24,000.
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