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THEME
Other (renewable energy)

STAGE
Completed

INSTRUMENTS
Debt, equity

GEOGRAPHY
Africa

INVESTMENT SIZE
>US$ 2 million

TIME HORIZON
2014 - ongoing
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9. REDAVIA: SOLAR FARMS 
IN TANZANIA

“Electricity gives women like me 
opportunities to make a contribution to 
the development of our communities” 
Potfar Hira Mwamlima, resident in Shitunguru

InfraCo Africa, Shell Foundation, Renewable 
Energy and Energy Effi ciency Partnership 
(REEEP), REDAVIA
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Landscape context
In Tanzania, inadequate access to sustainable and affordable 
power has been linked to low literacy and poor business 
productivity. Tanzania has an electrification rate of 15.3%, 
dropping to 3.6% in rural areas. Many of the 7.8 million 
rural households and 2.4 million small businesses operating 
in Tanzania’s frontier markets are reliant upon kerosene 
or diesel generators. Both fuels are relatively expensive. 
Moreover, they may not always be available and are often 
associated with health concerns. A local PV solar plant and/
or mini-grid could provide the reliable, competitively priced 
power that Small and Medium Sized Enterprises (SMEs) need, 
but requires upfront capital investment that is beyond the 
reach of fledgling businesses.

Investment context
Tanzania has a relatively unfavorable investment context. 
It ranks 141 among 190 countries in terms of ease of doing 
business. In addition, early-stage infrastructure projects are 
risky due to information gaps, corruption and first-mover 
(dis)advantages. Introducing cutting-edge technology to 
remote villages in rural Tanzania poses multiple challenges. 
For instance, REDAVIA, industry leader in solar power,  
experiences challenges with obtaining debt finance, finding 
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(Estimated) Impacts

3 MWp
clean power 
generated

20-30%  
Cost 
reduction 

9,400 
Beneficiaries 
reached

Activity

Generating 
renue from 
electricity 
tariffs



THE MAIN GOAL IS 
TO IMPROVE LIVING 
STANDARDS WITHIN 

RURAL COMMUNITIES 
AND PROVIDE 

ISOLATED SMES
WITH THE POWER 
THEY NEED TO BE 
PRODUCTIVE AND 

PROFITABLE

Project partners:

batteries, and identifying suitable local entrepreneurs to rent 
and operate mini-grids.

Project description
The project is established as part of a phased growth plan of 
REDAVIA with the main goal to improve living standards 
within rural communities and provide isolated SMEs 
with the power they need to be productive and profi table, 
fuelling economic growth in Tanzania. The project does this 
specifi cally through:

• Renting containerized, fully assembled 87kWp solar 
farms to remote communities, utilities and businesses - 
deploying two solar farms to two rural communities in the 
Mbeya region of Tanzania: Isenzanya and Shitunguru.

This investment coupled with investments in the Commercial 
& Industry (C&I) sector will enable REDAVIA to prove its business 
model and grow to a commercially viable scale in Tanzania.

PHASE II
US$5M  
30 solar farms

Lessons learned
While the project originally aimed to scale up mini-grid development from two 
to 30 mini-grids, REDAVIA changed course to focus on the C&I sector. There 
are a number of lessons learned that supported this transition:

• While the mini-grids can be run sustainably, the C&I sector provides a 
better predictability of cashfl ows and has a better risk-return rate compared 
to mini-grids. This attracted more private investment for REDAVIA and 
allowed REDAVIA to develop follow-up projects in West- and East-Africa.

• It takes longer for mini-grids to realize constant and attractive revenues. As 
some people never had access to power before, the mini-grids experienced 
oversupply at the start. However, the prospects are promising as REDAVIA 
witnesses a growing customer base for its mini-grids.

• The funding environment for ‘’not yet commercially viable’’ projects like 
mini-grids is challenging, although such projects can make 
a large positive impact. 
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Investment structure
Two pioneering containers were financed by InfraCo Africa, 
part of the multilateral Private Infrastructure Development 
Group (PIDG), with an initial investment of US$350,000 
which sized to US$1.2 million through a convertible loan 
agreement with REDAVIA. Coupled with co-investments, the 
project received over US$2 million. Two mini-grids are now 
up and running. Originally, the project aimed to scale up to 
30 mini-grids but changed course to the C&I sector due to 
improved predictability of cashflows. The two sectors learn 
and benefit from each other. For instance, a portion of the 
returns from the C&I sector flows back to the mini-grids.

Business model & 
revenue generating activities
Financial returns are being generated from the following 
revenue generating activities:

• Electricity tariffs paid by users of the containerized solar 
farms - the two operational mini-grids have achieved 
break-even on site-level OPEX.

In addition, REDAVIA’s reorientation on C&I seems very 
promising which has led to the development of several follow-
up projects across West and East Africa.

THE PROJECT 
TAKES STRINGENT 
HEALTH AND SAFETY 
CONSIDERATIONS 
INTO ACCOUNT 
WHEN CONNECTING 
HOUSEHOLDS AND 
SMALL BUSINESSES 
TO THE GRID



WWF Bankable Blueprint Book page 109

Legend
Depth
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Dividend

Risks and safeguards
Risks may arise from delivering energy services to remote communities. The 
project takes stringent health and safety considerations into account when 
connecting households and small businesses to the grid. These considerations 
are based on PIDG’s Health, Safety, Environmental and Social policies. They 
defi ne how these values will be realized through its standards and procedures. 
In addition, REDAVIA made sure that there is no fi nancial commitment from 
communities. REDAVIA bears all the fi nancial risks for building the community 
grids. Household users pay tariffs for the electricity they choose to use.

Figure 18:
A convertable loan agreement 

between REDAVIA and 
InfraCo Africa has been put in 
place, allowing InfraCo Africa 
to convert its short-term debt 

into equity.
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