
 

 

 

TERMS OF REFERENCE  

PRIVATE EQUITY/ VENTURE CAPITAL EXPERT 

Access to Finance Project (financed by the World Bank) 

 

Short-Term Consultancy for the enhancement and completion of a Supply Side Market 

Feasibility Assessment for a SME Fund 

 

I. Background 

1. Jamaica is a middle-income island state in the Caribbean region. Economic growth 

is the key priority for the Government of Jamaica. Amidst historic low growth rates, 

the Government of Jamaica has embraced a series of economic reforms to restore 

macroeconomic stability and promote inclusive growth. While the center of this agenda 

has been fiscal consolidation and responsibility, the Government has channeled 

significant efforts to remove barriers to economic growth 

 

2. In 2016, the Government of Jamaica has revised its development strategy to give 

more emphasis on growth-inducing initiatives and job creation. This revised 

growth strategy is described in the Economic Growth Council “Call to Action”, 

published in September 2016, which outlines measures to support the goal of reaching 

5 percent annual GDP growth in 4 years. The new growth framework is structured 

around 8 growth areas: (i) maintaining macro-economic stability and debt reduction; 

(ii) improving citizen security and public safety; (iii) improving access to finance; (iv) 

enhancing the business environment; (v) stimulating greater asset utilization; (vi) 

building human capital; (vii) harnessing the power of the diaspora; and (viii) catalyzing 

strategic projects.  

 

3. Financial inclusion is one of the cornerstones of Jamaica’s growth strategy. 

Building on this “Call to Action”, the Government has developed a National Financial 

Inclusion Strategy for 2010 – 2016, with the goals of promoting savings and resilience, 

as well as enabling businesses to invest, growth, and create wealth. The strategy 

outlines a set of reforms to enhance financial access and usage, with a focus on 

electronic transaction instruments; financial resilience, with the goal of promoting 

savings, insurance, and retirement products; financing for growth, through MSMEs, 

agriculture, and housing finance; and responsible finance, through consumer protection 

and financial capability policy actions.  



 

4. MSMEs make a significant contribution to Jamaica’s wealth and jobs creation. In 

Jamaica, this segment accounts for 90 percent of jobs. In contrast, firms’ growth and 

economic role are constrained by limited access to finance. According to the latest 

World Bank Enterprise Survey of 2010, almost all formal SMEs have access to 

checking or saving accounts, but only about 27 percent have a bank loan or line of 

credit. As a result, SMEs often rely on their own internal funds to complete investments, 

which have a negative impact on productivity, competitiveness, profitability, and job 

creation. Several factors are constraining access to finance for MSMEs. First, 

information asymmetries, high levels of informality, and lack of reliable financial 

statements increase risk perception by financial institution. This perception, in turn, is 

translated into higher interest rates and collateral requirements, which MSMEs cannot 

meet. In this context, banks lack strategies, processes, lending methodologies, and 

instruments, which are specifically tailored to the MSME segment.  

 

5. Beyond credit, the supply of alternative sources of finance for MSMEs is limited. 

The absence of alternative products beyond credit lines or personal loans represents a 

hurdle for MSME activity. Factoring is not developed and is not recognized as a 

financial service in the banking services legislation. Leasing is scarcely used due to 

existing ambiguities in the legal framework. In terms of equity, there are not enough 

instruments available in the market. Venture capital is not developed and there are only 

a few companies listed on the Jamaican Stock Exchange for SMEs (Junior Stock 

Market) with low liquidity and turnover ratios.  

 

6. While Private equity and venture capital (PEVC)1 represent many benefits from 

the perspective of economic growth, and Jamaica is considered a regional leader 

for entrepreneurial activity, this form of financing has been scarce in the 

Caribbean region as a whole.  As with the Caribbean region, one of the biggest 

constraints to PEVC financing Jamaica has been the lack of adequate deal flow -- the 

result of a small economy separated from a potentially larger regional platform by 

inadequate regional infrastructure. Legal/regulatory/taxation constraints, while 

important, stand second to this constraint of deal flow.  

 

7. To address the scarcity of risk capital for SMEs in Jamaica, the Government of 

Jamaica is considering a proposed private sector managed SME fund (the 

“Fund”), anchored by the Government of Jamaica, with co-investments from other 

institutional and financial investors.  The Fund would target Jamaican small and 

medium enterprises that represent good growth potential, but are currently not deemed 

investment worthy by private equity funds operating in Jamaica, and cannot receive 

                                                           
1 Private equity and venture capital (PEVC) firms are investors who buy illiquid equity (or equity-like securities) of start-up 
enterprises, in exchange for an ownership stake.  They do this by mobilizing pools of capital to invest in startups and seek 
financial returns by supporting and financing the growth of their investee companies.  They take a “capital plus” approach 
by helping companies manage growth, strengthen governance and improve market presence.  In so doing, they help 
expand operations and create jobs.   



financing to expand operations from their banking relationships (thus the market 

failure).  These enterprises may have either a local vision of growth or may scale up 

through exports, but have constraints that make them unattractive for PEVC firms. The 

Government’s SME fund would provide risk financing to such enterprises, and provide 

the capacity building they need to attain a stronger level of growth, preparing them to 

list to the junior stock exchange, or for sale to a financial or strategic sponsor. 

 

 

 

II. Objective  

1. The terms of reference (TOR) focus on finalizing an assessment of the viability 

and effectiveness of a proposed SME fund (“the Fund”) in Jamaica. A draft report 

for the assignment will be made available to the consultant(s) to be finalized. The study 

will consider several factors, including project pipeline, investor landscape, fund 

design, structure and governance arrangements, etc.    

 

2. For this terms of reference, a supply side assessment will be enhanced and finalized 

focusing on the structuring of the mechanism for providing risk capital to SMEs in 

Jamaica. A feasibility study - demand side for the fund was completed for the proposed 

SME Fund and will be shared with the consultant(s). 

 

III. Scope of Work for Feasibility Study – Supply Side 

 

1. The DBJ under the Access to Finance for MSMEs Project had commissioned a study for 

the highlighted assignment in 2017 coming out of which a Draft Report was produced. The 

objective on this consultancy and  based on the background above, existing reports and 

surveys,2 and the results of the Feasibility Study – the Demand side, the selected 

Consultant(s) will build on the available draft report to finalize  the feasibility study, which 

supports the structuring of the proposed risk capital vehicle, the SME Fund. In addition to 

the above, the Consultant(s) will be provided with an assessment done by the World Bank 

during the project preparation on the viability of a SME fund in Jamaica and a detailed 

review conducted by the DBJ and World Bank of the existing Draft Report to highlight the 

areas of focus in enhancing and finalizing the Supply Side report. 

 

2. Based on the above referenced report and any further analysis as needed, key areas of focus 

for this assignment are:  

 

(i) Investor landscape and appetite analysis for SME risk capital investments;  

(ii) SME Fund Commercial Viability Assessment; and 

                                                           
2 Such as the Caribbean Diaspora report, pre feasibility study, and previous reports on Jamaica’s PE/VC 
ecosystem by IDB/MIF 

http://documents.worldbank.org/curated/en/990601467315599193/pdf/105761-REVISED-CDI-Report-FinalLatest-PUBLIC.pdf


(iii) SME Fund Design Analysis  - The consultant(s) must include a comprehensive 

analysis of potential investors and potential fund managers in Jamaica as well as 

possible overseas investors and fund managers  in line with the below areas in 

completing the Supply side analysis for the SME Fund, as follows: 

 

A. Investor landscape and appetite analysis for SME risk capital investments  

a. This section will provide a comprehensive mapping of the current market 

for financing SMEs in Jamaica, especially for risk capital for SMEs; and  

discuss current investors and types of investments made, including:  

i. Overall market size  

ii. Deal sizes 

iii. Instruments (Equity, Quasi Equity vs. debt)  

iv. Time horizons 

v. Sectors/geographies  

vi. Expected returns in the market by sector etc.  

vii. Market players, including investors, co-investors, types of vehicles, 

fund managers etc.  

viii. Market trends, drivers, impediments 

 

b. It will also provide a conclusion on the market for SME risk capital in 

Jamaica. 

 

B. SME Fund Commercial Viability Assessment  

 

a. This section will provide financial simulations on select target deals 

(identified in the pipeline study above) to provide a sense for commercial 

viability of the pipeline deals, and the need for additional financial 

incentives for private investors.  

b. Based on industry analysis and interviews, provide a discussion on the 

potential sources of deal origination for a proposed SME fund (bolstered by 

the findings of Feasibility Study 1); and exit opportunities based on the 

pipeline analysis.  

c. Based on industry analysis and interviews with investors, provide a 

comprehensive mapping of investors that would partner with the SME Fund 

on the above pipeline at the fund level or co-investment level, including key 

characteristics of such investors, such as their expectations on returns, 

interest in specific sectors/ geographies etc.  

d. Based on industry analysis and interviews with investors and fund 

managers, provide a comprehensive mapping of fund managers that would 

be interested in managing the proposed SME Fund, including their current 

fund managed, sectors and geographies invested in, capital deployed, fee 

structure, target and actual returns etc. Provide an assessment of their 

strengths and weaknesses based on track record, local knowledge, networks 

etc.  

e. Based on industry analysis and interviews with industry players, provide an 

assessment of key financial and non-financial incentives needed at the fund 

or investment level to induce co-investors (providing a breakdown by type 

of investor) and fund managers. (At the fund level this may include set up 

costs, capped returns, subsidization of management fees, technical 



assistance for SMEs pre and post investment etc.)  Provide a corresponding 

analysis of instruments and vehicles that can address these incentives, 

including through the proposed Project.  

 

 

C.  SME Fund Design Analysis 

 

a. Based on the preceding analysis, interviews, and the pipeline identified, this 

section will provide an estimate of the expected Fund size to achieve 

commercial viability.  

b. Discuss the Fund’s investment strategy  

c. Discuss the potential legal structure of the Fund  

d. Articulate the governance arrangements under which the Fund would 

operate 

e. Articulate the implementation arrangements with respect to how the 

government counterpart would be involved in the SME Fund, their role, and 

capacity to implement this role. 

f. Discuss the legal/regulatory/ taxation environment under which the Fund 

would ideally operate.  In particular, discuss the merits and demerits of 

alternate legal structures and jurisdictions to serve the objectives of the SME 

Fund. This section will be supported by the separate studies conducted on 

legal/regulatory and tax framework for PEVC (Specifically, the consultant 

conducting the legal/regulatory assessment is tasked with providing 

recommendations on whether the proposed SME fund should be registered 

onshore or offshore). 

g. Discuss the financial incentives that will be structured into the Fund, 

including the structure of a potential TA facility that would address capacity 

constraints for the investee SMEs both pre and post investment 

 

            Conclusion  

a. Provide a summary and conclusion on the viability of the SME Fund, 

including the residual risks it may face and mitigating factors, if any.  

b. Propose how the World Bank loan allocation (estimated to be $7M) will be   

structured in terms of capitalizing the SME fund and providing management 

fees, structuring a potential TA facility, additional financial incentives, 

additional TA as part of project implementation etc.  

c. Provide an expected timeline for the SME fund, including selection of fund 

manager, raising additional capital, set up of fund, investment period, exit 

period etc.  

d. Provide a list of key recommendations to consider for the RFP process for 

selecting a fund manager, including the criteria for selection, key aspects to 

be considered for evaluating technical and financial proposals etc. 

e. Provide technical input towards RFP package for selecting fund manager. 

 

IV. Expected Effort and Deliverables  

1. In providing the finalized report the Consultant(s) will conduct interviews and workshops 

with local and possible international fund managers to gauge their appetite for managing 

the proposed SME Fund.  The Consultants, using the provided reports, feedback from key 



stakeholders and feedback on the current draft report will provide an enhanced report for 

the Supply Side Market Feasibility Assessment for the SME Fund. It is recommended that 

the consultant(s) efficiently uses the draft supply study, along with the comments provided, 

as well as the World Banks’s Report on assessing the viability of a SME fund in Jamaica 

as a basis to be updated incorporating the key areas highlighted. (points A, B & C above). 

 

The Consultant will produce:  

i. First draft of the enhanced supply side feasibility assessment  

ii. Final Report (including bibliography, acronyms, glossary, summary of interviews 

held, etc.) 

 

2. The consultant is expected to work for approximately 30 days over a period of 2 months, 

during November 2019 to mid-December 2019. 

 

Outputs Date 

Deliverable 1: First draft of the final supply side feasibility assessment  November 25, 2019 

Deliverable 2: Final report of the supply side feasibility assessment December 20, 2019 

The above due dates may be subject to change, as circumstances necessitate. 

V. Qualifications 

 Significant and demonstrated understanding and expertise of PEVC industry, with 

added weight for PEVC investment experience in Caribbean region/ Jamaica (is a 

plus) 

 Significant and demonstrated understanding and expertise in SME financing, 

particularly risk capital for SMEs 

 Demonstrated understanding and expertise related to government intervention in 

PEVC industry, particularly through the investment fund model 

 Demonstrated experience in consultative research and producing high quality analyses  

 Excellent writing and communication skills in English 

 

VI. Reporting and Approval Procedures 

The contract duration will be for 2 months and may be extended upon the agreement with the 

Consultant without increase of the contract price.  

The consultant will report to the Project Coordinators, Venture Capital Unit and the Access to 

Finance Project in DBJ. 



VII. Payment Schedule 

 

1. Deliverable 1 (40 percent)  

2. Deliverable 2 (60 percent)  

 

 

 

 


