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Africa will build 400 million homes in the next 25 years, the
vast majority of which will need to serve families earning under
$200 per month.

In building these homes, there is an opportunity to mitigate climate change by using
low-carbon materials/designs, and adapt to climate change by ensuring homes are safe
from extreme weather events. However, there is currently not a financial incentive for the
private sector to build affordable homes with safe and low-carbon homes, as the mass
market’s ability to pay is too low to be profitable.

Results-based financing (RBF) would provide a 3rd party payer that would enable

the market for climate-friendly and socially impactful housing products to thrive.
EarthEnable thus aims to pilot the first fund that will enable Africa’s housing boom to be
environmentally sustainable and resilient in the face of extreme climate events.

This fund will pay housing companies for every product they build (which could be a home
improvement or a full house) that meets criteria of environmental sustainability as well

as quality (health and resilience), at differing levels, depending on level of poverty. This
additional revenue will be passed on directly to customers in the form of lower prices,
enabling mass-scale affordability and thus creating incentives for customers to build in a
low-carbon and climate-resilient way.

While EarthEnable will be the pilot implementor, the goal is for this pilot fund to prove
the impact of such a 3rd party subsidy, design the mechanics of how it would work, and
catalyze scale to hundreds of funders and implementors.
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The building sector is responsible for 39% of global carbon
emissions, with materials and construction contributing 11%.
Cement alone accounts for 8% of global CO, emissions.

As Africa anticipates the construction of 400 million new homes by 2050—driven by
population growth and migration (including climate migration)—there is an urgent need for
the construction industry to transition to climate-friendly alternatives to mitigate climate
risks. Building these 400 million homes with low-carbon materials such as earth and
wood instead of conventional materials such as concrete and steel would save 8 billion
tons of carbon. Meanwhile (in the absence of a carbon tax), the prices of concrete and
steel do not adequately reflect the externalities imposed on the climate. Thus, low-carbon
building materials are not on a level playing field with conventional high-carbon building
materials.

EarthEnable has already developed high-quality, affordable, and sustainable housing
products that reduce environmental impact while making homes more climate-resilient.
To date, EarthEnable has built over 25,000 floors and plasters, which emit over 90% less
carbon than cement-based floors and plasters. These products have saved 10,000 tons

of CO, compared to conventional materials (see Annex A for details on our calculations).
However, after 10 years of testing dozens of business models to serve this market
segment profitably, it has become clear that a subsidy will be required to serve the mass
market at scale. This means that either hundreds of NGOs would have to deliver healthy
and green housing solutions across Africa, or a 3rd party subsidy would need to fund part
of the price of the products for hundreds of private-sector companies. We have significant
evidence that unlocking the private sector to serve low-income customers can achieve
much greater and much faster impact than waiting for NGOs to fundraise sufficient funds,
with the primary example being carbon revenue.

While carbon revenue has enabled many green technologies to accelerate market
penetration by reducing prices for customers, there is no existing methodology for
sustainable construction companies like EarthEnable to earn carbon credits in Africa. Most
of EarthEnable’s customers are replacing dirt floors and mud walls with EarthEnable’s
products. Although these customers would likely have eventually upgraded to cement
within the lifespan of our products, our products do not immediately displace any carbon.
Generally, frameworks do not exist for carbon credits related to “long-term prevention,”
even though it is clear that our products do indeed prevent carbon in the medium to long
run. Thus, it will take a substantial amount of time to lobby for frameworks that recognize
“long-term prevention,” and once that has been accepted, another few years to develop a
methodology to quantify and certify avoidance credits.

An analogous financing mechanism that has emerged is Results-Based Financing (RBFs).
Carbon Credit sales are a form of Results-Based Climate Financing, as explained in this
helpful resource. As such, EarthEnable is raising a Sustainable and Affordable Housing
Fund that would pay companies an amount equivalent to $40/ton of carbon they avoid
for every product built to the government’s quality standards?. The revenue from this
fund would mirror the mechanism of a carbon credit and allow housing companies to
lower prices for their customers, making climate-friendly alternatives more accessible.
This would additionally make sustainable building compete more fairly with the fully
loaded cost of concrete, which includes externalities. As an example, customers currently
compare an EarthEnable floor at $70 to a $250 concrete floor (~28% of the cost).
However, they should be comparing it to a $376 floor, with externalities priced in (~18%
of the cost). If customers instead compared $250 to a $50 EarthEnable floor (due to
carbon revenue reducing the customer cost), this would be a fairer comparison at ~20% of
the cost (see Annex B).

1 In Rwanda, EarthEnable developed the Code of Practice for both adobe blocks and earthen floors in
collaboration with the Rwanda Standards Board.
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A separate 501(c)3 would be started to administer this fund. It
would be governed by an elected board of funders as well as
EarthEnable, to verify that results have been achieved, and
audit implementers.

Implementers building healthy housing products would calculate the amount of carbon
prevented in each quarter and invoice the fund accordingly within 30 days after the end
of each quarter. This report/invoice would be broken down by the types of products built
(floors, plasters, homes).

All implementors would be required to collect and store organized documentation (photos
that are GPS tagged and photos of signed contracts), and provide this documentation to
funders should they wish to audit this impact, in ways that protect customer data privacy.

This fund would have massive ripple effects in health, climate,
livelihoods, local economies, and housing, while extremely
efficiently deploying donor funds to the most vulnerable
families.

e Families impacted, Carbon Saved Based on previous market testing on ability to pay,
we estimate that reducing the price customers pay would drastically increase the
number of families that have access to climate resilient and climate friendly housing.
This would impact both welfare of families and increase the carbon mitigated by
displacing eventual cement upgrades.

e Crowding in Local Implementors Currently, the only implementors that can serve
the mass market with high-quality housing in Africa are grant-funded organizations.
Organizations that are able to access large scale grants are disproportionately
American and European, yet thousands of local developers have the willingness and
could be trained to have the capacity to serve this market. EarthEnable would both
vet and quality-assure local implementors to support the local economy.

e Transparent and Efficient Use of Funds The funds would go directly to the most
vulnerable families, ensuring a highly efficient use of funds. Incentives would be
aligned among implementors and donors to serve customers as cost-effectively as
possible.

INTERESTED IN BECOMING AN RBF FUNDER?

Email us at donor.relations@earthenable.org to set up a call.
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ANNEX A: CARBON SAVINGS MODELS

The carbon savings per floor and wall plaster are based on our modeling of
carbon emitted compared to concrete alternatives, which factor in fuel, shipping,
electricity, water, and production (see the modeling for further details), while the
savings per house are based on a comparative analysis that contrasts emissions
from traditional cement-based construction with EarthEnable’s low-carbon
technology (see the analysis for further details).

ANNEX B: RATIONALE FOR $40/TON

Carbon credits at $40/ton would make green housing appropriately
cost-competitive compared to conventional materials.

Customers currently compare our $70 floor to a
$250 concrete floor (~28% of the cost). However,
they should be comparing it to a $376 floor, with
externalities priced in (~18% of the cost).
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