MAPPING TO THE SUSTAINABLE

DEVELOPMENT GOALS

INTRODUCTION

This report elaborates on the relationships depicted in the visual illustrating the Foundation’s work vis-a-vis the United
Nation’s Sustainable Development Goals! (herein referred to as SDGs). The 2030 Agenda for SDGs provides a shared
blueprint for peace and prosperity for people and the planet. The blueprint is predicated on goals and targets that seek to
balance the three dimensions - economic, social, and environmental - of sustainable development and is reviewed using
a set of well-defined global indicators-? The Foundation’s SDG map and this legend identify relevant goals and within them

specific targets and associated indicators the Foundation aims to materially impact.

The purpose of the Foundation for a Smoke-Free World (herein referred to as “the Foundation”) is to improve global
health by ending smoking in this generation, while mitigating the effects of this transformation on tobacco farmers and
tobacco-dependent economies. The Foundation’s Strategic Plan?®is supported by three core initiatives: Health, Science,
and Technology; Agriculture and Livelihoods; and Industry Transformation. All three initiatives naturally intersect with
several of the SDGs. The SDGs thus provide a valuable framework to assess the coherency and interdependence of the
Foundation’s core initiatives. This report provides an overview of each the Foundation’s initiatives, along with relevant

background, and maps them against pertinent SDGs.

HEALTH, SCIENCE, AND TECHNOLOGY (HST)

The Foundation’s primary focus is on SDG 3, “Ensure healthy lives and promote well-being for all at all ages,” executed
through SDG 17, “Strengthen the means of implementation and revitalize the Global Partnership for Sustainable
Development.” The Foundation will fund innovative research and support collaborative initiatives to accelerate progress in
reducing smoking-related harm and premature deaths worldwide by focusing on smoking cessation and harm reduction.
The Foundation will explore solutions to address challenges facing developing countries as it aims to eliminate smoking.
SDG 3includes Target 3.a, “Strengthen the implementation of the World Health Organization Framework Convention

on Tobacco Control (WHO FCTC)*in all countries, as appropriate” as measured by Indicator 3.a.1, “Age- standardized

prevalence of current tobacco use among persons aged 15 years and older.” The need for such efforts is clear.

Implementation of FCTC rules remains uneven,®> smoking cessation efficacy remains low (12%-23% at one year), and the
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drug development pipeline is lackluster.® Adult smokers are increasingly demanding less harmful options, and technology-

driven change is occurring faster than regulators can keep pace with. Data gathered by the WHO Report on the Global
Tobacco Epidemic 2017" show that electronic nicotine delivery systems were banned in 30 of the 195 WHO member states
globally (@about 15%). Our work supports and advocates for WHO FCTC provisions and aims to accelerate the progress
achieved by FCTC.

Areas of focus within SDG 3 include Target 3.4, “By 2030, reduce by one third premature mortality from non-communicable
diseases through prevention and treatment and promote mental health and well-being,” through Indicator 3.4.1,
“Mortality rate attributed to cardiovascular disease, cancer, diabetes or chronic respiratory disease.” In addition,
arelevant indicator for our work in developing countries is Indicator 3.3.2, “Tuberculosis incidence per 100,000
population.” Tobacco use greatly increases the risk of tuberculosis® disease and death. Another relevant target is Target
3.d, “Strengthen the capacity of all countries, in particular developing countries, for early warning, risk reduction and

management of national and global health risks.”

The Foundation’s work will engage all stakeholders, scientists across academia, governments, and industry, and support
public-private partnerships. Therefore, on an ecosystem-wide basis and through the HST strategy, the Foundation’s work
intersects strongly with SDG 17. The Foundation will work with a broad range of international partners to accelerate its
impact. For example, we will work with organizations focused on strengthening research capability in low- and middle-
income (LMIC) country settings, innovators focused on making needed products and services accessible and affordable for

low-income populations, and investors keen to drive industry transformation toward greater sustainability.

AGRICULTURE AND LIVELIHOODS (AG-L)

As the Foundation makes progress toward its vision of a smoke-free world, the demand for tobacco will continue to
decline. The effect of this decline will be substantial on the estimated 15 million tobacco farmers who work roughly 3.4
million farms and 3.8 hectares of land across 40 countries to produce the vast majority of the world’s annual tobacco
supply.”91° The focus of the AG-L strategy is to mitigate the effects of this fallout for farmers and tobacco-dependent
economies, such as Malawi. To that end, the AG-L strategy seeks to convene stakeholders, forge partnerships, promote
research and innovation, and disseminate best practices to help establish a diverse array of sustainable and alternative

livelihoods for smallholder tobacco farmers.

In doing so, the Foundation seeks to primarily advance SDG 2, “End hunger, achieve food security and improved nutrition
and promote sustainable agriculture.” The Foundation also, albeit to a lesser extent, seeks to advance SDG 8, “Promote
sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all,” and
SDG 15, “Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage forests, combat

desertification, and halt and reverse land degradation and halt biodiversity loss.”

INDUSTRY TRANSFORMATION (IT)

The Foundation’s IT strategy aims to attain transformation of the global tobacco industry and nicotine ecosystem in

FOUNDATION FOR A

Note that there are currently no reliable, complete, or publicly available data for the number of tobacco growers, globally or in Malawi. SM [] KE- F H E E WU B I_D

Note that these data are for harvested not cultivated land. In other words, land where the crop was lost due to weather or crop failure is not
included.



support of the overarching purpose. The tobacco industry sells a deadly product—cigarettes. Some consumers are

rejecting that product, but the transformation of the tobacco industry can provide an enormous and crucial acceleration
to the process of eliminating combustible tobacco. The Foundation believes that the appropriate way to influence
industry is indirectly through SDG 17, “Strengthen the means of implementation and revitalize the Global Partnership for
Sustainable Development.” In particular, we believe the investor community is a powerful, yet mainly underutilized, lever

with which to influence company management.

As such, the Foundation is committing resources toward Target 17.3, “Mobilize additional financial resources for
developing countries from multiple sources,” to launch a program to develop and implement the means to critically
evaluate global industry progress and to assess actions taken to undermine progress toward a smoke-free world. Findings
will be reported in the Smoke-Free Index®. The Foundation’s work in this area thus directly intersects with SDG 9, “Build
resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation,” that is, industry
innovation. These changes are much needed as technological disruption is now well underway in the tobacco industry and
nicotine ecosystem. The objective is to incentivize scientific research and development for the advancement of products

for the benefit of public health and potentially millions of adult smokers, particularly in developing countries.

GENDER EQUALITY (SDG 5)

According to the global indicator framework for the SDGs and targets, SDG indicators should be disaggregated,

where relevant, by income, sex, age, race, ethnicity, migratory status, disability, and geographic location, or other
characteristics, in accordance with the Fundamental Principles of Official Statistics.11 In light of this guidance, the
Foundation operationalizes gender principles through its Strategic Plan such that gender-specific impact and sex-specific

data are integrated within its initiatives by:

o Encouraging research that addresses the gender dimensions of smoking (from the behavioral, epidemiological,
and clinical perspectives), intervention design, and researchers’ engagement.

o Supporting agricultural programs and the development of alternative livelihoods that explicitly address the role
of women as smallholder farmers and separately, as mothers; and actively encourage women to take leadership
roles in the development of alternative livelihoods.

o Stimulating all grantees to further the leadership role of women in programs the Foundation supports through
its HST, AG-L, and IT strategies.

SECTION 1 - HEALTH, SCIENCE, AND TECHNOLOGY, AND THE SUSTAINABLE
DEVELOPMENT GOALS

The purpose of the Foundation, to improve global health by ending smoking in this generation, intersects directly with
SDG 3, “Ensure healthy lives and promote well-being for all at all ages.” The Foundation’s HST agenda'? heavily leverages
SDG 17, “Strengthen the means of implementation and revitalize Global Partnership for Sustainable Development,” to

achieve a smoke-free world.
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QUICK FACTS ON THE SCALE AND SCOPE OF TOBACCO-RELATED DISEASE

More than 1 billion people smoke worldwide, and tobacco use is the most preventable cause of morbidity and mortality.'

Each year tobacco use is responsible for more than 7.1 million'* deaths worldwide and 480,000'° deaths in the United
States. The WHO estimates that by the end of the current century, one billion® people will have succumbed to a
smoking-related disease if the status quo is maintained. Notably, the main causes of mortality are attributed to three
noncommunicable diseases: cardiovascular disease, cancer, and respiratory disease, which are all closely associated with
cigarette smoking.'” In addition, 7.9% of tuberculosis cases worldwide, one of the top 10 causes of death worldwide, are

attributable to smoking.®

The demographics of smoking have changed. Today, more than 80%?® of smokers live in LMICs. For instance,
approximately 300 million live in China, 100 live million in India, and 70 million live in Indonesia.* These countries with a
vast majority of smokers have limited ability to implement and enforce tobacco control policies. The overwhelming use
of smokeless tobacco? is concentrated in India and Bangladesh. Across 21 countries, there are 248 million smokeless
tobacco users, of which 232 million are from India and Bangladesh. In India, the prevalence is 33% among men and 18%

among women, compared with 26% among men and 28% among women in Bangladesh.

According to the Centers for Disease Control and Prevention,?! in a high-income country such as the United States,
smoking is highly concentrated among individuals living below the poverty line, and people with poor educational
attainment, psychiatric disorders, disabilities, and other vulnerabilities. In most countries, an estimated 15% to 50% of the
population is exposed to second-hand smoke; in some countries, second-hand smoke exposure affects as much as 70% of
the population.?? The resulting cost of smoking-related diseases in terms of health care and lost productivity worldwide is
estimated by the WHO to be USD $1 trillion annually.*®

THE STATE OF HARM REDUCTION

According to Euromonitor, in 2011, an estimated seven million people were regular, dual, or sole users of e-cigarettes

and vapor products around the world. That figure rose to around 35 million in 2016 and is estimated to rise to around 55
million by 2021.% Studies of e-cigarettes,* heat-not-burn products,? and snus? have shown substantial reductions in
exposure to a wide range of chemicals and toxins compared with cigarette smoking. A review of the evidence reviewed by
Public Health England (PHE)*" led the agency to conclude that “e-cigarettes are at least 95% less harmful than smoking.”
Moreover, in terms of second-hand smoke, “there is no side-stream vapor emitted from the end of an e-cigarette, just the

exhaled vapor entering the atmosphere.”” More recent studies leave the PHE conclusion from 2015 unchanged.**

SDG 3 - ENSURE HEALTHY LIVES AND PROMOTE WELL-BEING FOR ALL AT ALL
AGES

WHO FCTC interventions are being implemented slowly and inconsistently across various countries. As the WHO Report
on the Global Tobacco Epidemic 2017 indicates, “nearly two thirds of countries (121 of 194) - comprising 63% of the

world’s population - have introduced at least one MPOWER measure at the highest level of achievement.” Despite these
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steps, only one country has implemented all policies at the highest level, and 73 have implemented none. Moreover,

global progress® in FCTC implementation of provisions on research, cessation, and harm reduction appears to be
lagging even further behind. This situation is further complicated by governments’ ambivalence toward vaping and other

noncombustible products, which are unquestionably part of the solution.

The Foundation’s primary focus is on health (SDG 3), executed through partnerships (SDG 17). The targets we intend to
positively affect are the following:

1. Target 3.a - Strengthen the implementation of WHO FCTC in all countries, as appropriate. Progress toward this
endeavor is measured through Indicator 3.a.1, Age-standardized prevalence of current tobacco use among persons aged
15years and older.

WHO FCTC remains the main framework for directing tobacco control activities. That said, almost all of the focus
today is on the subset of FCTC articles covered by the MPOWER32 framework. In this approach, the main factors
guiding improvement are policy levers, and governments are the main agents of change. In order to drive the
ecosystem-wide transformation, it will be necessary to implement all elements of FCTC, and also to further influence
industry. In this light, the Foundation’s Strategic Plan® identifies opportunities where there are gaps in implementing
FCTC and other elements of ecosystem-wide transformation. The gaps are related to smoking, tobacco farming, and
industry.

2. Target 3.4 - By 2030, reduce by one third premature mortality from non-communicable diseases through prevention

and treatment and promote mental health and well-being. Progress toward this target is measured through Indicator
3.4.1, Mortality rate attributed to cardiovascular disease, cancer, diabetes or chronic respiratory disease. An additional
relevant indicator for our work in developing countries, we believe, is Indicator 3.3.2, Tuberculosis incidence per 100,000

population. Tobacco use greatly increases the risk of tuberculosis® disease and death.

The need to rapidly drive down death and disability from smoking is clear, and there are a number of avenues to
pursue: smoking cessation, prevention of smoking initiation, and harm reduction. Harm reduction, for people
who cannot quit or do not want to quit using nicotine, must be explored, especially in light of recent technological
innovation and the rapid pace of change in this area.

Target 3.d - Strengthen the capacity of all countries, in particular developing countries, for early warning, risk reduction
and management of national and global health risks.

As with all consumer-oriented approaches, the Foundation’s HST agenda will focus largely on the levers of consumer
perceptions, product characteristics, and price. For smokers to more quickly reduce their health risks by quitting
or switching to the least harmful product (or a combination of reduced-harm products) that meets their individual

needs, they require support in these three key areas - particularly in developing countries.

FOUNDATION FOR A
SMOKE-FREE WORLD



SDG 17 —= STRENGTHEN THE MEANS OF IMPLEMENTATION AND REVITALIZE THE
GLOBAL PARTNERSHIP FOR SUSTAINABLE DEVELOPMENT

On an ecosystem-wide basis, and through the HST agenda, the Foundation’s work intersects strongly with SDG 17 in

striving toward the execution of its purpose.

1. Target 17.6 - Enhance North-South, South-South and triangular regional and international cooperation on and access
to science, technology and innovation and enhance knowledge sharing on mutually agreed terms, including through
improved coordination among existing mechanisms, in particular at the United Nations level, and through a global

technology facilitation mechanism.

The Foundation will support work to understand the underlying reasons for low innovation in the smoking cessation
field, and to stimulate innovation to more rapidly develop smoking cessation tools and reduced-harm products that

are highly effective, acceptable from a consumer’s point of view, and affordable in LMIC settings.

2. Target 17.9 - Enhance international support for implementing effective and targeted capacity-building in developing
countries to support national plans to implement all the Sustainable Development Goals, including through North-South,
South-South and triangular cooperation. Progress toward this target is measured through Indicator 17.9.1, Dollar value
of financial and technical assistance (including through North-South, South-South and triangular cooperation) committed

to developing countries.

The Foundation will fund research primarily through major multi-year grants to research institutions and global
research networks. These entities will be free to design their own detailed research programs under the supervision of
their scientific advisory and institutional review boards, in order to find robust and reliable answers to the high-level
questions on our research agenda. The Foundation will also fund different approaches in parallel to explore the same

research question.

3. Target 17.3 - Mobilize additional financial resources for developing countries from multiple sources. Progress toward
this endeavor is measured through Indicator 17.3.1, Foreign direct investment, official development assistance and

South-South cooperation as a proportion of total domestic budget.

The environment for smokers in many countries is changing rapidly. It will be important to have up-to-date data
available and analyzable at national and subnational levels to track progress and to inform the actions of consumers,
regulators, and other stakeholders, and to continually refine the Foundation’s own activities. In addition, 80% of
smokers today live in LMICs, but most research today is led by centers in the United States and Europe. Funding for
research is also limited, particularly outside the United States. Of the $31.4 billion in development assistance® for
global health in 2011, only $68 million went to tobacco control. In 2015, low-income countries received only 0.3% of

direct grants® for health research.

SDG 10 - REDUCING INEQUALITY WITHIN AND AMONG COUNTRIES

The Foundation’s work also intersects with SDG 10 Reduce inequality within and among countries. We look to ensure that
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the developing world has equitable access to new technologies and approaches for the purpose of smoking cessation and

harm reduction. The Foundation’s HST work will focus heavily on smokers to understand their needs and wants; engage
them in research, product design, and policy discussions; help them quit or switch as part of a broader effort to improve
their overall health; and promote solutions that are appropriate for older adults, for both men and women, and for

different vulnerable populations. Much of the Foundation’s work will focus on LMICs and the smokers (and farmers) who

are often among the most vulnerable populations within our societies.

o Target 10.1 - By 2030, progressively achieve and sustain income growth of the bottom 40 per cent of the population
at a rate higher than the national average. This target is measured through Indicator 10.1.1, Growth rates of
household expenditure or income per capita among the bottom 40 per cent of the population and the total
population.

In LMICs, where most smokers live, this problem is compounded by the poor availability and affordability of existing
smoking cessation products. A similar picture is expected for reduced-harm products. The Foundation will support

work to stimulate innovation to more rapidly develop smoking cessation tools and reduced-harm products that are
highly effective, acceptable from a consumer’s point of view, and affordable in LMIC settings.

SECTION 2 - AGRICULTURE AND LIVELIHOODS AND THE SUSTAINABLE
DEVELOPMENT GOALS

As the Foundation makes progress toward its vision of a smoke-free world, the global demand for tobacco will decline. The
effect of this decline will be substantial on the estimated 15 million tobacco farmers that work roughly 3.4 million farms

and 3.8 hectares of land across 40 countries to produce the vast majority of the world’s annual tobacco supply.ii*1°

The focus of the AG-L strategy is to mitigate the effects of a global decline in the demand for tobacco on smallholder
tobacco farmers and the tobacco-dependent economies in which they reside. Our initial focus is on Malawi, where tobacco
exports account for more than 20% of all foreign exchange earnings and nearly 59% of its total merchandise export

earnings, making Malawi one of the most, if not the most, tobacco-dependent countries in the world.>*

The vast majority of these farmers in Malawi and in the region are smallholder tobacco farmers who cultivate less than
one hectare and are arguably the most disadvantaged and least compensated link of the tobacco value chain.?*3¢"38 Many
smallholder farmers operate under contracts that allow buyers to circumvent certain risks™ while exerting substantial
control over the inputs, access to credit, and purchase price of the resulting leaf.3**° As a result, the farmers themselves
are often forced to reside on thin margins.>**° The sector, which provides an estimated 451,000 jobs in Malawi, is likely to
be hit hardest as the demand for tobacco falls.!* Malawi is ready to diversify. Tobacco farmers are struggling, and producer

prices have reached new lows.1%:3*

Specifically, the Foundation’s AG-L strategy seeks to convene stakeholders, forge partnerships, facilitate policy change,
promote research and innovation, and disseminate best practices to help establish a diverse array of sustainable
alternative livelihoods for smallholder tobacco farmers. Its primary means of doing so is through the Agricultural
Transformation Initiative (ATI)* which serves as a hub for a series of interrelated programs and research. These include
the:
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 Center for Agricultural Transformation (CAT) in Malawi - The CAT will serve as hub of innovation and change
by stimulating, incubating, and evaluating alternative crop and livelihood options, supportive technologies,
novel infrastructure, and new farming models for smallholder tobacco farmers in Malawi.

 Investment Support Facility (ISF) for Smallholder Inclusive Transactions in Malawi - The ISF serves as a forum
to engage members of the business community in developing commercial models that incorporate more
sustainable and alternative livelihoods for smallholder tobacco farmers in Malawi.

o Central Region Milk Producers Association (CREMPA) Grant - CREMPA provides seed funding to an association
of dairy farmers with an eye toward scaling their operations to provide smallholders in Malawi with a more viable
alternative to tobacco farming.

o Michigan State University Capacity Support Program (MSU CSP) - The MSU CSP leverages the experience and
expertise of MSU in policy formulation, communication, and facilitation in Malawi and the region to identify policy
bottlenecks and opportunities to catalyze agricultural transformation in Malawi.

In addition to the programs above, the ATl also has several open requests for proposals (RFPs) that seek to secure:

o Commercially Driven Solutions - To help identify commercially driven alternatives for smallholder tobacco
farmers with an emphasis on technology-enhanced smallholder extension models, access to markets for
specific value chains, business models for improved nutrition, and off-farm enterprises and support services.

 Fellowship and Scholarship Fund - To build capacity, expertise, and experience in areas pertinent to agricultural
transformation by supporting graduate studies and postdoctoral fellowships in relevant fields.

Given that the overarching aim of the AG-L strategy is to establish a diverse array of sustainable and alternative livelihoods
for smallholder tobacco farmers, the Foundation’s work in this area most directly intersects SDG 2 and, to a lesser extent,
SDGs 8 and 15.

SDG 2 - END HUNGER, ACHIEVE FOOD SECURITY AND IMPROVED NUTRITION AND
PROMOTE SUSTAINABLE AGRICULTURE

The work of AG-L contributes to three targets underlying this goal.

e Target 2.2 - By 2030, end all forms of malnutrition, including achieving, by 2025, the internationally agreed targets
on stunting and wasting in children under 5 years of age, and address the nutritional needs of adolescent girls,
pregnant and lactating women and older persons. Progress toward this target is measured through Indicator 2.2.1,
Prevalence of stunting (height for age < -2 standard deviations from the median of the World Health Organization
[WHQ] Child Growth Standards) among children under 5 years of age, and Indicator 2.2.2, Prevalence of malnutrition

(weight for height = +2 or < -2 standard deviation from the median of the WHO Child Growth Standards) among
children under 5 years of age, by type (wasting and overweight).

Adisproportionate number of countries that grow tobacco have high levels of malnutrition and undernourishment.
This correlation has become easier to discern in recent years as production has shifted to LMICs. In sub-Saharan
Africa, for instance, several countries - including Malawi, Mozambique, Tanzania, Zambia, and Zimbabwe - are
global leaders in tobacco production. All of them except for Zimbabwe have a higher prevalence of growth stunting,
thought to be secondary to malnutrition and undernourishment, than their regional neighbors that do not grow
large quantities of tobacco.*? In Malawi, where the ATl is currently focusing its efforts, more than one of every three
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children under age five are stunted according to the country’s Demographic and Health Survey.*®

Additional evidence of the interplay among tobacco production, food insecurity, hunger, and malnutrition comes
from surveys in Bangladesh, which revealed that tobacco farmers experienced higher levels of food insecurity

than farmers testing alternative mixed cropping systems. ** The Foundation seeks to address undernutrition and
malnutrition by directly mobilizing its resources, through for instance, its open RFPs as illustrated above to support
market-oriented solutions that improve nutrition.

o Target2.3 - By 2030, double the agricultural productivity and incomes of small-scale food producers including
through secure and equal access to land, other productive resources and inputs, knowledge, financial services,
markets and opportunities for value addition and non-farm employment. Progress toward this target is measured
through Indicator 2.3.2, Average income of small-scale food producers, by sex and indigenous status.

Providing smallholder tobacco farmers with better-paying, sustainable, and alternative livelihoods is the primary
aim of the AG-L strategy. The initiative takes a farmer-focused, locally tailored, systems-level approach to
identifying innovative and profitable alternative crop and livelihood options for farmers through agronomy research
institutes, and enhancing productivity through the CAT, while commercializing and scaling solutions. To do so,

the ATl will work with a diverse array of stakeholders to locate new markets and develop sustainable business
models, conduct local policy analysis, build in-country capacity, unlock capital, and create viable alternatives for
smallholder farmers.

o Target 2.a - Increase investment, including through enhanced international cooperation, in rural infrastructure,
agricultural research and extension services, technology development and plant and livestock gene banks in order
to enhance agricultural productive capacity in developing countries, in particular least developed countries.
Progress toward this target is measured through Indicator 2.a.2, Total official flows (official development assistance
plus other official flows) to the agriculture sector.

The ATl has already made multimillion-dollar commitments to the agricultural sector in Malawi. A second round
of funding is currently underway with the goal of promoting technology-enhanced smallholder extension models
that improve farmer productivity and profitability, establish infrastructure and ease of access for key agriculture
value chains, and support off-farm enterprises. Moreover, the CAT will serve as an anchor institution for additional
investment, research, and technical assistance to the agriculture sector in Malawi with a focus on smallholder
farmers.

SDG 8 - PROMOTE SUSTAINED, INCLUSIVE AND SUSTAINABLE ECONOMIC
GROWTH, FULL AND PRODUCTIVE EMPLOYMENT AND DECENT WORK FOR ALL

The work of AG-L contributes to one target underlying this goal.

 Target 8.2 - Achieve higher levels of economic productivity through diversification, technological upgrading and
innovation, including through a focus on high-value added and labor-intensive sectors. Progress toward this target
is measured through Indicator 8.2.1, Annual growth rate of real gross domestic product (GDP) per employed person.

By seeking better-paying, sustainable, and alternative livelihoods for smallholder tobacco farmers in tobacco-
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dependent economies, the AG-L strategy is committed to improving economic productivity through diversification,
technological upgrading, and innovation. In Malawi, the Foundation has already convened key stakeholders, and is
in the process of disbursing funds and catalyzing research to this effect. The programs and research, ranging from
various grants to the CAT, represent the seeds of projects that, if successful and scaled, will contribute to economic
diversification and growth.

SDG 15 - PROTECT, RESTORE AND PROMOTE SUSTAINABLE USE OF TERRESTRIAL
ECOSYSTEMS, SUSTAINABLY MANAGE FORESTS, COMBAT DESERTIFICATION, AND
HALT AND REVERSE LAND DEGRADATION AND HALT BIODIVERSITY LOSS

The work of AG-L contributes to one of the targets underlying this goal.

o Target 15.3 - By 2030, combat desertification, restore degraded land and soil, including land affected by
desertification, drought and floods, and strive to achieve a land degradation-neutral world. Progress toward this
target is measured through Indicator 15.3.1, Proportion of land that is degraded over total land area.

Lowering tobacco production and transitioning to alternative crops may help sustainably manage forests, reverse
land loss, and halt biodiversity loss. The relationship between tobacco production and biodiversity is twofold.
First, many tobacco farms rely on land- clearing practices that directly result in loss of 6,500 hectares of forest

a year.* Deforestation is associated with an abrupt loss of habitat that accelerates the loss of biodiversity in the
affected area.*®*” Between 1990 and 2007, for instance, Malawi lost 13,400 hectares of land while Brazil lost 74,400
hectares.* Moreover, given the relatively high nutrient demands of tobacco, its cultivation necessitates the use

of agrochemicals at every stage of the process. Runoff containing growth regulators, fertilizers, and pesticides
percolate through the local environment, disrupting local ecosystems and undermining biodiversity as well as
intensifying desertification in areas of improper soil management.*®

SECTION 3 - INDUSTRY TRANSFROMATION AND THE SUSTAINABLE DEVELOPMENT
GOALS

The Foundation’s IT strategy aims to attain transformation of the global tobacco industry and nicotine ecosystem, thereby
accelerating the elimination of combustible tobacco. The objective is to positively interact with millions of smokers who
want to quit or switch to reduced-harm products. The Foundation’s primary focus in this area is on SDG 9, “Build resilient
infrastructure, promote inclusive and sustainable industrialization and foster innovation,” executed through SDG 17,

“Strengthen the means of implementation and revitalize Global Partnership for Sustainable Development.”

SDG 17 —= STRENGTHEN THE MEANS OF IMPLEMENTATION AND REVITALIZE THE
GLOBAL PARTNERSHIP FOR SUSTAINABLE DEVELOPMENT

The Foundation believes that the appropriate manner in which to influence industry is indirectly through strategic
partnerships. As such, the Foundation is committing resources toward Target 17.3, “Mobilize additional financial resources
for developing countries from multiple sources.” The objective is to launch a program to develop and implement the

means to critically evaluate global industry progress and to assess actions taken to undermine progress toward a smoke-
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free world. Findings will be reported in the Smoke-Free Index®.* The Foundation will engage with various stakeholder

groups - tobacco control, investor community, academics, policy makers, nongovernmental organizations, industry
participants - to acquire input toward the development of the Smoke-Free Index® process design and evaluation criteria,

and to gather consensus regarding the appropriate role for the tobacco industry.

In particular, we believe the investor community is a powerful, yet mainly underutilized, lever. Public company
management has a fiduciary responsibility to maximize shareholder value. Therefore, investors have significant influence
on management. Two case studies applied toward the development of the Smoke-Free Index® are the Access to Medicine

Index®® and the Access to Nutrition Index.>!

Current Smoke-Free Index® operating model assumptions include (a) extensive upfront stakeholder engagement,
including grantees’ engagement with subject companies and state monopolies during the development of measurement
criteria; (b) an outsourced working model; and (c) a degree of independence and accountability by the grantees, including

implementation of an advisory panel and/or expert committee(s) without any industry involvement in advisory structures.

SDG 9 - BUILD RESILIENT INFRASTRUCTURE, PROMOTE INCLUSIVE AND
SUSTAINABLE INDUSTRIALIZATION AND FOSTER INNOVATION

The Foundation estimates® that total global retail sales of nicotine delivery products in 2017 were USD $785 billion, with
combustible tobacco products and cigarettes representing 95.8% and 89.1%, respectively. Smokeless tobacco products
made up about 1.6% of sales, followed by open and closed vaping systems 1.5%, heated tobacco products 0.8%, and
nicotine replacement therapy (NRT) smoking cessation aids 0.3%. Retail sales figures include taxes applied to the final

purchase price.

On the basis of cigarette stick equivalents across the multiple product categories, we estimate total retail volume

of approximately 6.1 trillion cigarette stick equivalents for 2017. Factoring in illicit trade and locally manufactured
combustible tobacco products yields a global total approaching 7.1 trillion cigarette stick equivalents. We estimate that
the six largest tobacco companies generated approximately 80% of the nicotine-related product retail volume globally
during 2017. China National Tobacco Corporation is the largest producer at 38% volume share, followed by the five publicly

traded tobacco companies headquartered in Europe, Japan, and the United States.>?

The work of IT contributes to one target underlying SDG 9.

 Target 9.5 - Enhance scientific research, upgrade the technological capabilities of industrial sectors in all
countries, in particular developing countries, including, by 2030, encouraging innovation and substantially
increasing the number of research and development workers per one million people and public and private
research and development spending. Progress is measured through Indicator 9.5.1, Research and development
expenditure as a proportion of GDP, and Indicator 9.5.2, Researchers (in full-time equivalent) per million
inhabitants.

Many dirty and unhealthy legacy industries can change, and are changing, by undergoing a transformation®® to
cleaner activities and products. At the heart of change, companies are using technological innovations to alter their
core businesses.
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Technological disruption is now well underway in the tobacco industry and nicotine ecosystem. We believe now

is the right time for industry innovation, as unprecedented and innovative technologies are reducing the health
risks associated with nicotine delivery compared with those of emissions found only in combustible cigarettes. The
Smoke-Free Index© will objectively measure the nature of the tobacco companies’ allocation of capital, research
and development, marketing, product sales, regional variations, production decisions, violations, and more. The
objective is to incentivize scientific research and development for the advancement of product innovations for the
benefit of public health and potentially millions of adult smokers, particularly in developing countries.

The intention is for the Smoke-Free Index® to evaluate and objectively report the actions of the largest nicotine
delivery companies in the world.
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