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1. Executive Summary 

This case study critically investigates the strategic, legal, and ethical conflict between Ceylon Tobacco Company 

PLC (CTC) and the Ministry of Health, Sri Lanka between 2012 and 2015 regarding tobacco packaging 

regulations. 

Corporate Overview: 

Ceylon Tobacco Company PLC (CTC), a subsidiary of British American Tobacco (BAT), operates as a legally 

protected monopoly in the manufacture, distribution, and marketing of cigarettes in Sri Lanka. While the company 

is historically recognized as one of the largest corporate taxpayers on the Colombo Stock Exchange (CSE), its 

reliance on a lethal, addictive single product portfolio place it under intense regulatory and public welfare scrutiny. 

Following the 2006 advertising ban under the National Authority on Tobacco and Alcohol (NATA) Act, 

traditional marketing channels were eliminated, leaving the physical cigarette pack as CTC’s sole remaining 

medium for brand differentiation and consumer engagement. 

 

The Regulatory Conflict & Strategic Battle: 

The conflict was triggered in August 2012 when the Ministry of Health issued Gazette Extraordinary No. 1770/15, 

mandating that 80% of the front and back surface areas of all cigarette packages display graphic Pictorial Health 

Warnings (PHWs). Facing severe commoditization and potential volume decline, CTC aggressively litigated 

against the state in the Court of Appeal (CA Writ 336/2012) and Supreme Court (SC Appeal 04/2014). The 

company argued that an 80% warning space expropriated its registered trademarks under the Intellectual Property 

Act No. 36 of 2003 and threatened government tax revenues by incentivizing illicit trade. 

 

Outcome & Strategic Findings: 

Although the Court of Appeal attempted a judicial compromise in May 2014 by recommending a reduced 50%–

60% warning space, the Sri Lankan Government deployed a decisive constitutional masterstroke. By bypassing 

judicial delays, Parliament unanimously enacted the NATA Amendment Act No. 3 of 2015, legally overriding 

the court's recommendation and enshrining the 80% Pictorial Health Warning requirement into statutory national 

law. 

This study evaluates how CTC ethically failed by prioritizing shareholder dividends over human lives and exposes 

its "illicit trade" claims as a corporate scare tactic. Ultimately, the case established a landmark governance 

precedent in Sri Lanka: sovereign state health policies and international treaties (WHO FCTC) hold permanent 

legal supremacy over corporate intellectual property and trademark rights. Strategic recommendations advise 

corporate managers in sensitive sectors to adopt proactive compliance, genuine ESG governance, and product 

diversification over protracted, unethical litigation. 



5 
 

 

2. Organizational Context & The Monopoly Landscape 

2.1 Corporate Dominance and Market Structure 

Ceylon Tobacco Company PLC (CTC) operates as a legally protected monopoly in the manufacture and 

distribution of cigarettes in Sri Lanka. As an affiliate of British American Tobacco (BAT), CTC historically 

functioned as one of the highest corporate taxpayers on the Colombo Stock Exchange (CSE). However, operating 

as a monopoly in a lethal consumer goods sector places the organization under intense ethical and regulatory 

scrutiny. 

 

2.2 The Advertising Ban and Packaging as the Final Marketing Tool 

Following the enactment of the National Authority on Tobacco and Alcohol (NATA) Act No. 27 of 2006, all 

forms of traditional tobacco promotion including television, radio, print advertising, sports sponsorships, and 

point-of-sale displays were strictly prohibited in Sri Lanka. 

• The Pack as an Advertising Medium: With media channels closed, the physical cigarette package 

became CTC's sole remaining marketing instrument to build brand equity, project lifestyle prestige, and 

attract new smokers. 

• The Regulatory Trigger: In August 2012, the Ministry of Health published Gazette Extraordinary No. 

1770/15 requiring 80% graphic health warnings on both the front and back of packs. This regulation 

threatened to strip CTC of its last advertising tool, transforming a branded luxury product into an 

unappealing commodity. 

 

2.3 SWOT Analysis of CTC (In the Context of Regulatory Risk & Packaging Dependency) 

To understand why Ceylon Tobacco Company (CTC) reacted with such extreme legal aggression against the 80% 

Pictorial Health Warning mandate, their strategic position is evaluated below: 

Strategic 

Dimension 

Critical Evaluation & Case Evidence 

Strengths 1. Monopoly Market Control: Holds near 100% legal market share in Sri Lanka. 

 

 

2. Multinational Backing: Supported by British American Tobacco's (BAT) global legal 

and financial resources. 
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3. Litigation Capability: Immense capital reserves to sustain multi-year legal battles (CA 

Writ 336/2012). 

Weaknesses 1. Single-Product Vulnerability: Over-reliance on lethal cigarettes without portfolio 

diversification. 

 

 

2. Zero Advertising Capability: Total prohibition of traditional media ads under the 

2006 NATA Act. 

 

 

3. High Packaging Dependency: The physical pack remained CTC's only tool to project 

brand prestige and lifestyle glamour. 

Opportunities 1. Proactive Risk Mitigation: Co-operating with public health authorities to adopt 

moderate, smaller warnings before statutory overrule. 

 

 

2. Non-Tobacco Diversification: Transitioning capital into sustainable, healthcare, or 

non-controversial consumer sectors. 

Threats 1. Uncompromising State Legislation: Enactment of the NATA Amendment Act No. 

3 of 2015, legally overriding judicial compromise. 

 

 

2. Brand Commoditization: Loss of 80% surface area strips away brand differentiation, 

turning premium cigarettes into generic products. 

 

 

3. Societal De-glamorization: Graphic cancer imagery destroying the social appeal of 

smoking among youth. 

 

 

 

Critical Strategic Insight (The "Single-Product Monopoly Trap") 

This SWOT analysis exposes why CTC had no choice but to fight the Government. Because CTC suffered from 

a total advertising ban (Weakness #2) and zero product diversification (Weakness #1), the cigarette package was 
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their sole surviving marketing asset. Losing 80% of that pack space to graphic medical imagery was an existential 

threat to their brand equity. Their aggressive litigation was not a fight for "trademark justice," but a desperate 

corporate survival strategy to delay brand commoditization. 

 

3. Core Problem Statement & Conflicting Motives 

3.1 The Clash of Rights: Commercial Profit vs. Sovereign Public Health 

The core conflict of this case study lies in the fundamental incompatibility between a tobacco monopoly's 

commercial motives and a sovereign state's constitutional duty to protect human life. 

 

Analytical 

Dimension 

Ceylon Tobacco Company (CTC / BAT) Ministry of Health / WHO FCTC 

Primary 

Motive 

Protect brand equity, retain trademark 

visibility, and maximize shareholder 

dividends. 

Prevent premature mortality, combat Non-

Communicable Diseases (NCDs), and reduce 

healthcare costs. 

Core 

Argument 

80% warnings violate the Intellectual 

Property Act No. 36 of 2003 by destroying 

registered trademarks. 

The constitutional Right to Life and 

international WHO FCTC treaty obligations 

override commercial trademarks. 

Strategic Goal Delay or dilute packaging legislation to 

preserve cigarette sales volumes and 

lifestyle appeal. 

Visually shock consumers, deglamorize 

smoking, and deter youth initiation. 

 

 

4. Critical Evaluation of CTC's Corporate Political Activity  

4.1 Prioritizing Shareholder Profit Over Human Lives 

CTC’s primary legal argument that graphic health warnings diminished its registered trademark rights 

demonstrates a profound ethical failure. Cigarettes are fundamentally unlike conventional consumer goods; they 

are highly addictive and lethal when used exactly as intended. By litigating to preserve brand prominence over 

images of oral cancer and cardiovascular disease, CTC actively elevated commercial brand equity above the right 

to life of Sri Lankan citizens. 
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4.2 The "Illicit Trade" Bluff as a Scare Tactic 

Throughout the dispute, CTC deployed national media campaigns arguing that 80% pictorial warnings would 

make cigarette packs easier to counterfeit, leading to a massive increase in smuggled illicit cigarettes and severe 

tax revenue losses for the Treasury. 

• Critical Debunking: Public health research and macroeconomic evaluations by the Institute of Policy 

Studies (IPS) proved this argument to be a corporate bluff. The long-term healthcare expenditure incurred 

by government hospitals treating tobacco-related cancer and heart disease significantly exceeded the 

temporary excise tax contributions of the tobacco industry. 

 

4.3 Litigation as an Unethical Delaying Tactic 

CTC’s decision to escalate the legal battle through the Court of Appeal (CA Writ 336/2012) and Supreme Court 

(SC Appeal 04/2014) was not merely a defense of rights, but a calculated Corporate Political Activity (CPA) 

designed to buy time. 

• By obtaining judicial stays, CTC successfully delayed the market implementation of 80% graphic 

warnings by three full years (from 2012 to 2015). During this three year litigation window, CTC continued 

to sell standard, attractive cigarette packs, securing billions of rupees in shareholder revenue at the direct 

expense of public health awareness. 

 

4.4 Deceptive Marketing and the Destruction of "Glamour" 

CTC defended its packaging as "registered intellectual property," but from a behavioral standpoint, the attractive 

color palettes and gold leaf typography were intentionally designed to mislead young adults and mask the lethal 

nature of the product. Requiring 80% graphic medical imagery stripped away this deceptive glamour, exposing 

the true biological consequence of tobacco consumption. 

 

5. The Legal Battle & Legislative Masterstroke (Timeline & Outcome) 

[2012: Health Ministry Gazettes 80% PHW Rule (Gazette No. 1770/15)] 

                      │ 

[2012-2014: CTC Files CA Writ 336/2012 & SC Appeals to Delay Rule] 

                      │ 

[2014: Court of Appeal Suggests Compromise of 50% - 60%] 

                      │ 

[2015: GOVERNMENT MASTERSTROKE - Parliament Passes NATA Act No. 3 of 2015] 

                      │ 

[FINAL OUTCOME: Government & Public Health WIN -> 80% PHW Enacted into Statutory Law] 
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5.1 The Judicial Compromise (2014) 

In May 2014, the Court of Appeal (CA Writ 336/2012) attempted to balance corporate intellectual property rights 

with national health policies. The Court ruled that an 80% warning space was excessive and recommended 

reducing the pictorial warning size to 50%–60%, giving CTC a temporary legal compromise. 

 

5.2 The Government Masterstroke: Legislative Supremacy (2015) 

Rather than surrendering to the judicial compromise, the Ministry of Health deployed a decisive constitutional 

counter-strategy. Recognizing that court proceedings could dilute public health goals, the Government bypassed 

the courts and brought an amendment directly to Parliament. 

• The Victory: In March 2015, the Sri Lankan Parliament unanimously enacted the National Authority on 

Tobacco and Alcohol (NATA) Amendment Act No. 3 of 2015. 

• The Outcome: This Act codified the 80% Pictorial Health Warning requirement into statutory national 

law, legally overriding the Court of Appeal's 50%–60% recommendation. CTC was completely defeated, 

forcing the monopoly to comply with one of the strictest tobacco packaging laws in Asia. 

 

6. Socio-Economic & Business Impact Evaluation 

6.1 Stakeholder Impact Matrix & Asymmetry Analysis 

The enforcement of the 80% Pictorial Health Warning mandate produced a stark polarization between private 

corporate wealth and public national welfare: 

Stakeholder 

Group 

Strategic 

Impact 

Critical Analysis & Real-World Evidence 

Shareholders / 

BAT (CTC) 

Negative 

(Financial) 

Brand Expropriation & Volume Decline: Brand logos were reduced 

to a minimal 20% typography at the base of the pack. As recorded in 

CTC’s Annual Reports, stick sales volumes contracted significantly as 

cigarettes lost their lifestyle glamour and premium differentiation. 

Ministry of 

Health / NATA 

Positive 

(Policy) 

Sovereign Policy Enforcement: Successfully defended national health 

sovereignty against multinational legal intimidation, proving that 

Parliamentary statute overrides corporate political interference. 

Sri Lankan Youth 

& General Public 

Positive 

(Health) 

De-glamorization & Prevention: Graphic visual evidence of oral 

cancer and diseased lungs destroyed the psychological appeal of 

smoking, leading to a measurable decline in youth smoking initiation 

rates. 
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State Public 

Healthcare 

System 

Positive 

(Economic) 

Macroeconomic Relief: Reducing smoking prevalence directly 

alleviates patient congestion and long-term state expenditures in 

government hospitals for tobacco-attributable Non-Communicable 

Diseases (NCDs). 

 

 

Critical Strategic Insight (1 vs. 4 Stakeholder Isolation): 

This matrix demonstrates a profound ethical asymmetry. The negative impact was confined entirely to one private 

stakeholder group (CTC/BAT Shareholders losing dividends), whereas the positive impacts benefited four major 

national stakeholders (the Government, Youth, Public Health, and the National Economy). This proves that the 

80% mandate was an ethically sound policy where societal welfare overwhelmingly outweighed private 

monopoly profitability. 

 

6.2 Before vs. After the 2015 Mandate: Comprehensive Comparative Impact Analysis 

The statutory enactment of the National Authority on Tobacco and Alcohol (NATA) Amendment Act No. 3 of 

2015 marked a structural paradigm shift in Sri Lanka's public health governance. By overriding the Court of 

Appeal's 50%–60% compromise recommendation (CA Writ 336/2012) and enforcing an 80% Pictorial Health 

Warning (PHW) requirement, the legislation fundamentally transformed the legal, commercial, and socio-

behavioral landscape of the tobacco industry. 

The multidimensional contrast between the pre-enactment period (including the three-year litigation delay 

window) and the post-enactment reality is critically evaluated below: 

 

6.2.1 Brand Equity Expropriation vs. De glamorization of Smoking 

• Before 2015 (The Packaging Frontier): Following the complete ban on traditional media advertising under 

the NATA Act No. 27 of 2006, physical packaging remained Ceylon Tobacco Company's (CTC) sole 

operational channel for brand differentiation and consumer engagement. Premium brands such as Dunhill 

and John Player Gold Leaf (JPGL) relied heavily on sophisticated gold leaf typography, distinctive color 

palettes, and three-dimensional packaging psychology to project social prestige and lifestyle glamour. 

• After 2015 (Commoditization & Visual Shock): The statutory mandate requiring 80% of both front and 

back surfaces to display graphic medical imagery (Gazette Extraordinary No. 1770/15 – Schedule Types 

I–IV) effectively destroyed this deceptive glamour. Brand identity was confined to a standardized 20% 

typography at the bottom of the package. This visual expropriation eliminated the psychological 

distinction between "premium" and "lower end" cigarettes, transforming a branded luxury commodity into 

an unattractive, deglamorized product associated directly with oral cancer, cardiovascular disease, and 

premature death. 
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6.2.2 Commercial Volume Contraction & Corporate Defensive Shift 

• Before 2015 (The Litigation Profit Window): CTC’s decision to initiate judicial proceedings in the Court 

of Appeal (CA Writ 336/2012) and Supreme Court (SC Appeal 04/2014) served as an exceptionally 

lucrative Corporate Political Activity (CPA). By delaying the market implementation of 80% graphic 

warnings for three full years (2012–2015), CTC continued selling fully branded, visually appealing packs. 

This delay protected domestic stick sales volumes and secured billions of rupees in shareholder dividends 

during the litigation window. 

• After 2015 (Structural Volume Erosion): Once the NATA Amendment Act No. 3 of 2015 was enforced, 

CTC experienced a sustained contraction in domestic cigarette sales. The combination of visual shock on 

packaging and aggressive excise led price increases significantly eroded stick volume demand across all 

brand categories. Consumers could no longer ignore the tangible medical consequences displayed on the 

pack, which directly suppressed daily consumption rates. 

 

 

6.2.3 Socio-Behavioral Transformation & Youth Deterrence 

• Before 2015 (Literacy Barriers & Hazard Undervaluation): Prior to graphic warnings, textual health 

warnings were ineffective in communicating severe health hazards, particularly among lower-income, 

rural, and lower-literacy demographics. The attractive visual aesthetics of standard packs masked product 

toxicity and reinforced the social prestige of smoking among adolescents and young adults. 

• After 2015 (Overcoming Literacy Barriers): Graphic visual representations of peripheral vascular disease, 

gangrene, and diseased lungs transcended linguistic and educational barriers. Medical research and WHO 

FCTC progress evaluations confirmed that large pictorial warnings generate strong negative emotional 

responses, increase risk perception, and act as a powerful motivational deterrent against youth smoking 

initiation. 

 

 

6.2.4 Constitutional & Legal Precedent: Sovereign Supremacy over Trademarks 

• Before 2015 (Judicial Compromise & Vested Commercial Interests): CTC’s primary legal defense 

asserted that an 80% warning space violated registered trademark rights under the Intellectual Property 

Act No. 36 of 2003. In May 2014, the Court of Appeal attempted to accommodate this commercial 

argument by suggesting a reduced 50%–60% warning space, temporarily elevating corporate trademark 

interests over optimal public health standards. 

• After 2015 (Legislative Overrule): The unanimous enactment of the 2015 Amendment Act by the Sri 

Lankan Parliament bypassed judicial compromise and codified the 80% requirement into statutory 
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national law. This established an enduring constitutional and governance precedent: Sovereign public 

health mandates, the constitutional Right to Life, and international treaty obligations (WHO FCTC Article 

11) hold permanent legal supremacy over private intellectual property and commercial trademark rights. 

 

 

6.3 International Context: Sri Lanka as a Global Public Health Blueprint 

The enactment of the NATA Amendment Act No. 3 of 2015 elevated Sri Lanka from a domestic legal 

battleground into a historic international benchmark for public health governance: 

• Global Leadership in Warning Size: By codifying the 80% Pictorial Health Warning requirement into 

statutory law, Sri Lanka established one of the largest mandatory warning sizes in Asia and globally at the 

time. This placed Sri Lanka alongside global tobacco control pioneers like Australia (which introduced 

plain packaging) and earned official recognition from the World Health Organization (WHO FCTC 

Secretariat). 

• A Blueprint for Developing Nations: Multinational tobacco corporations frequently use aggressive 

litigation and threats of "illicit trade booms" to intimidate developing nations into weakening health 

regulations. Sri Lanka’s decisive masterstroke bypassing judicial delays by taking the law directly to 

Parliament served as a global blueprint for developing economies, proving that sovereign legislative action 

can successfully defeat multinational corporate political activity. 

 

7. Comparative Analysis: Impact of Health Warnings on Smoking Rates and Cancer (Sri 

Lanka vs. Australia) 

 

7.1. Are Health Warnings Useless? (Evidence from Sri Lanka) 

It is a common argument by tobacco companies that picture warnings on cigarette packs do not work. However, 

the Global Adult Tobacco Survey (GATS) 2020 proves that these warnings are highly effective in Sri Lanka. 

After Sri Lanka mandated the 80% pictorial health warnings, 87.5% of adults who currently smoked noticed these 

warnings on cigarette packages. More importantly, almost half of them (48.9%) considered quitting smoking 

because of the warning labels during the last 30 days. Furthermore, 34.6% of adults who smoked tobacco made 

an actual attempt to quit smoking in the 12 months prior to the survey. This clearly proves that graphic warnings 

successfully create awareness and motivate smokers to stop.  
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”Key points: Smoking tobacco: GATS 2020 Sri Lanka revealed that in the 12 months prior to the survey, nearly 34.6% of adults who 

smoked tobacco had made an attempt to quit smoking Nearly 38.5% of adults who smoked tobacco had visited a healthcare provider 

within 12 months prior to the survey. Of those who had visited, 55.3% were asked whether they were smoking and 47.0% were advised 

to quit by the provider, signifying that about 85% of those who were asked whether they were smoking were also advised to quit. Nearly 

76.7% of the adults who made attempts to quit tobacco smoking did so on their own without any therapy/assistance and 40.4% attempted 

to quit with support from family and friends. Notably, 9.4% of these adults switched to smokeless tobacco as a form of quitting smoking. 

Nearly 8.5% of all adults who attempted to quit smoking had pharmacotherapy support; 7.1% had counseling support; and 1.1% used 

traditional medicines.” 

 

 

 

 

7.2. The Urgent Need for the 80% Health Warnings in Sri Lanka 

7.2.1. The Rise in Overall Cancer Cases 

According to the National Cancer Registry Program, the total number of cancer patients in Sri Lanka has increased 

from 13,372 in 2005 to 35,855 in 2022. This overall increase is mainly because the country's population is getting 

older and hospitals now have better testing and diagnostic facilities. 

 

 

 

 

Global adult tobacco survey Sri Lanka 2022 



 
 

14 
 

 

 

 

 

 

7.2.2. The Real Danger for Men: 

 Tobacco-Related Cancers While overall cancer is increasing due to aging, looking at the types of cancers reveals 

a huge problem caused by tobacco. According to the 2019 data, the top two most common cancers among Sri 

Lankan men are directly linked to tobacco use: 

• Oral Cancer (15%): This is the number one cancer among men, mostly caused by smokeless tobacco and 

betel quid chewing. 

• Lung Cancer (9%): This is the second most common cancer, directly caused by smoking cigarettes. 

 

 

 

 

                       

 

Cancer incidence & Mortality Data Sri Lanka 2022 
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(Figure 6: Cancer incidence & Mortality 

Data Sri Lanka Proportion of leading 

cancers in Males SL 2019 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7.2.3 The Overall Trend in Sri Lanka  

According to the National Cancer Registry Program, the overall cancer rate in Sri Lanka has grown steadily 

from 2005 to 2021 (as shown in Figure 6.23). The report notes that this increase is mainly because the country's 

population is getting older, and older age groups (especially ages 70–74) record the highest number of cancer 

cases. 
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7.2.4 Why This Proves the Need for Tobacco Laws  

Even though overall cancers are rising due to an aging population, the government still had to take strict 

actions—like the 80% health warnings on cigarette packs—to stop preventable lifestyle diseases. Because 

smoking directly causes major cancers like oral and lung cancer, strict tobacco control laws are crucial to prevent 

these numbers from getting even higher. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7.3. The "Lag Time" Concept in Cancer Rates (Australia) 

When evaluating the success of tobacco control laws, we cannot expect lung cancer patient numbers to drop 

immediately. Because lung cancer takes many years to develop, there is a "lag time" between when a person stops 

smoking and when cancer rates drop in a country. Therefore, the most accurate way to measure the immediate 

success of health warnings is to look at the drop in "daily smoking rates" and the overall "disease burden" over 

time. (See figure 2) 

 

 

 

 

 

 

 

 

 

 

Cancer incidence & Mortality Data Sri Lanka 2022 
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7.4. The Australian Blueprint: Before and After Consequences 

Australia is a global leader in tobacco control. They introduced Graphic Health Warnings in 2006 and strict Plain 

Packaging laws with even larger health warnings in 2012.  Drop in Smokers: The results of these strict packaging 

laws were massive. The proportion of people aged 14 and over who smoked daily in Australia more than halved, 

dropping from 24% in 1991 to just 8.3% in 2022-2023.  Reduced Disease Burden: Because smoking rates 

dropped, the actual health burden on the country improved significantly. The overall health burden caused by 

tobacco (measured in Disability-Adjusted Life Years or DALY) dropped from 21.6 DALY per 1,000 population 

in 2003 to 12.7 DALY per 1,000 population in 2024. 

 

7.5. Long-term Impact on Lung Cancer Patients 

Tobacco smoking is the largest single risk factor for lung cancer, responsible for about 90% of lung cancers in 

Australian males. Because Australia has successfully reduced smoking rates over the past decades, male lung 

cancer rates are actively decreasing.  Historical data shows that lung cancer incidence rates have been steadily 

decreasing among Australian men since the early 1980s.  Data analysis shows a statistically significant decreasing 

trend of about 1.2 cases per 100,000 males per year from 1982 to 2007. The rate was projected to continue to 

decrease to about 49 cases diagnosed per 100,000 males in 2020. 

(Note: Female lung cancer rates have shown an increase over the same period, primarily because the smoking 

rate among females peaked much later in the 1970s, reflecting the long "lag time" of cancer development.)   

 

 

 

 

 

 

 

 

The evidence from Australia shows that strict packaging laws directly reduce the number of smokers, which 

eventually reduces male lung cancer patients and the country's overall health burden. Sri Lanka has already seen 

great success with the 80% warning rule, motivating nearly half of the smokers to think about quitting. To achieve 

long-term health victories like Australia, Sri Lanka should continue to strictly enforce these packaging laws and 

consider introducing plain packaging. 

 

Australian Institute of Health & Welfare 
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8.CTC Cigarette Business: Performance After the 2015 Pictorial Health Warning 

Requirement 

Sri Lanka's 80% pictorial health-warning requirement, introduced in 2015, was intended to discourage smoking 

and reduce cigarette consumption. Industry data shows that cigarette production volume declined in 2016, 

providing evidence of a reduction in cigarette volume following the introduction of the policy. However, this 

reduction in volume did not result in a corresponding decline in CTC's financial performance or government 

revenue from tobacco. During the same period, the retail price of legal cigarettes increased substantially, including 

a 43% increase in 2016. As a result, CTC's turnover and net revenue, as well as government levies collected 

through CTC, continued to increase through 2018. 

The evidence therefore suggests that the pictorial health-warning policy was associated with a reduction in 

cigarette volume, while substantial price increases helped CTC maintain and increase its revenue despite lower 

production volumes. Consequently, the policy appears to have had an impact on consumption, but its effect on 

CTC's profitability and government tobacco revenue was offset, at least partly, by higher cigarette prices and 

taxation. 

In 2015, Sri Lanka mandated that 80% of the principal display area of cigarette packaging carry pictorial health 

warnings. The policy represented a significant tobacco-control measure, with the stated objective of discouraging 

smoking and reducing cigarette consumption nationally. The subsequent decline in production volume provides 

relevant evidence for assessing the consumption effect of this policy, while CTC's financial data demonstrates 

that reduced volume did not necessarily result in reduced corporate revenue or government tobacco revenue. 

 

8.2. Industry Production Volume and Excise Tax (2009–2016) 

Year 
Cigarettes Produced (Mn. 

Sticks) 
% Change (Volume) 

Excise Tax on Cigarettes (Rs. 

Bn) 
% Change (Tax) 

2009 4,101 -8.2 37.6 0.8 

2010 4,286 4.5 40.6 8.0 

2011 4,469 4.3 49.6 22.2 

2012 4,320 -3.3 53.9 8.7 

2013 4,035 -6.6 58.6 8.7 

2014 3,777 -6.4 57.2 -2.3 

2015 4,116 9.0 80.0 39.9 

2016 3,789 -7.9 88.8 11.0 

                                               Source: Table 5.7, Department of Fiscal Policy / Department of Customs / Department of Excise. 
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The production trend shows a reduction in cigarette volume after the implementation of the pictorial health-

warning policy. However, the decline was not immediate or consistent. Production increased by 9.0% in 2015, 

the year in which the pictorial health warnings took effect, before declining by 7.9% in 2016. This indicates that 

cigarette consumption may have been reduced over time, but the decline cannot be attributed solely to the health-

warning policy because cigarette prices also increased significantly, including a 43% increase in 2016. Therefore, 

both the health-warning policy and higher cigarette prices may have contributed to the reduction in cigarette 

volume. Importantly, despite the 7.9% decline in volume, excise tax revenue increased by 11.0% in 2016. This 

demonstrates that higher prices and taxation helped offset the effect of lower cigarette volumes, allowing CTC 

and the government to maintain increasing financial returns even while cigarette consumption was declining. 

 

8.3.Legal cigarette price increases (2010 – 2016) 

Year Price (Rs.) Increase over previous year 

2010 22 - 

2011 25 14% 

2012 28 12% 

2013 30 7% 

 2014 33 10% 

2015 35 6% 

2016 50 43% 

                         Source: Company pricing data, legal cigarette price series 2010–2016. 

 

 

 

Although the government introduced stronger tobacco-control measures, including 80% pictorial health warnings, 

CTC continued to increase cigarette prices. The price increased from Rs. 22 to Rs. 50 during the period, with the 

largest increase of approximately 43% occurring in 2016. At the same time, production volume declined, 

indicating that higher prices may have contributed to lower cigarette consumption. However, the significant 

increase in prices allowed CTC to maintain and increase its revenue despite the reduction in production volume. 

This suggests that while government health-warning policies may have contributed to reduced cigarette 

consumption, CTC’s ability to increase prices helped offset the financial impact of lower volume and supported 

continued growth in revenue and profitability. 
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8.4.CTC Financial Performance  

Year Turnover (Rs. Bn) Net Revenue (Rs. Bn) Government Levies (Rs. Bn) 

2015 106.5 26.1 80.4 

2016 121.5 31.7 89.7 

2017 138.5 31.2 107.4 

2018 145.3 32.9 112.4 

                                      Source: CTC turnover, net revenue and government levies, 2015–2018. 

Year Gross Revenue (Rs. Bn) Net Revenue (Rs. Bn) Excise Tax (Rs. Bn) 

2014 87.9 21.7 66.2 

2015 106.5 26.1 80.4 

2016 121.5 31.7 87.4 

                                                  Source: CTC turnover, net revenue and government levies, 2015–2018. 

 

 

 

The financial evidence indicates that CTC’s business performance and the government revenue generated through 

the company continued to increase between 2015 and 2018. CTC’s turnover increased from Rs. 106.5 billion in 

2015 to Rs. 145.3 billion in 2018, while net revenue increased from Rs. 26.1 billion to Rs. 32.9 billion. 

Government levies collected through CTC also increased from Rs. 80.4 billion to Rs. 112.4 billion during the 

same period. 
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Therefore, despite the introduction of stronger tobacco-control measures, CTC remained financially profitable 

and continued to generate increasing government revenue. The increase in turnover, net revenue and government 

levies suggests that factors such as cigarette price increases and taxation helped maintain the company’s financial 

performance and government revenue. However, these figures alone cannot establish the level of cigarette 

consumption; consumption data should be considered separately to assess the full effect of the health-warning 

policy. 

 

 

9. Government Initiatives 

 

9.1 Before 2015 

Restrictions on tobacco advertising and promotion  

NATA introduced legal restrictions on the advertising, promotion and sponsorship of tobacco products. This 

reduced the ability of cigarette companies to use marketing activities to encourage tobacco consumption. The 

2006 Act is the main legal basis for these controls. 

  

9.2 After 2015 

2016 – Increase in Tobacco Taxation 

In 2016, Sri Lanka significantly increased taxes on cigarettes as part of its tobacco-control policy. The government 

used taxation to increase the price of cigarettes and discourage tobacco consumption. WHO reported that the tax 

increases were supported by research on cigarette affordability and the economic harms of tobacco.  

 

The increased taxation placed greater financial pressure on legal cigarette sales. According to WHO, cigarette 

production subsequently decreased by 31% during the first four months of 2017, while excise revenue from 

cigarettes and tobacco products decreased by 17%. This shows that higher taxation affected both cigarette 

consumption and the legal tobacco market. 

 

Impact on CTC: 

 

• Increased retail prices of legal cigarettes. 

• Reduced demand for legal cigarettes. 

• Reduced cigarette production. 

• Increased regulatory and financial pressure on CTC. 

Created a stronger price difference between legal cigarettes and cheaper illicit alternatives. 
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This is important for the CTC case because taxation was not only a public-health measure; it also directly affected 

the company's legal cigarette market. 

 

2017 – National Tobacco Quitline Established 

In 2017, Sri Lanka established its first national tobacco Quitline with support from the World Health Organization 

(WHO). The service was created to provide tobacco users with assistance to stop using tobacco.  

 

WHO reported that the number of Quitline operators increased from 5 to more than 20, and WHO also provided 

training for tobacco Quitline counsellors.  

 

The Quitline was important because taxation mainly discourages tobacco use by making cigarettes more 

expensive, while the Quitline provided direct support to people who wanted to quit. WHO considers Quitlines an 

important population-level approach to tobacco cessation.  

 

Impact on tobacco consumption and CTC: 

 

• Encouraged smokers to quit. 

• Supported long-term reduction in tobacco consumption. 

• Added another layer to Sri Lanka's tobacco-control strategy. 

• Potentially reduced the size of the legal cigarette customer base. 

• Increased the overall regulatory pressure on the tobacco industry. 

 

 

Quit Line 1948 upgraded, Tobacco-free zones, Tobacco tax formula 

 

1. Quitline 1948 upgraded 

 

Sri Lanka’s 1948 Tobacco Quitline was upgraded to provide stronger support for people trying to stop tobacco 

use. With WHO support, the existing service was improved and 100 volunteers were trained in telephone 

counselling. The service provides counselling and guidance to tobacco users who want to quit.  

 

The service was later developed as a 24-hour, 7-day toll-free service, allowing people to access counselling more 

easily. A recent health-policy review reports that the 1948 service receives around 200 calls per day on average.  
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Importance: 

• Helps smokers and tobacco users quit. 

• Provides easily accessible counselling. 

• Supports the government's tobacco-cessation programs. 

• Can reduce long-term demand for cigarettes. 

 

2. Tobacco-Free Zones 

 

Tobacco-Free Zones (TFZs) are community areas where tobacco use and/or the sale of tobacco products are 

restricted through community-level tobacco-control initiatives. 

Sri Lanka began establishing these zones through the public-health network from 2016, with support from NATA, 

the Ministry of Health and Public Health Inspectors (PHIs). By 2019, NATA reported that more than 150 

Tobacco-Free Areas had been created.  

 

The main objective was to prevent exposure to second-hand smoke and create healthier communities. These 

programmes also encouraged communities to become actively involved in tobacco control.  

 

Importance: 

• Protects non-smokers from second-hand smoke. 

• Reduces opportunities to smoke in public/community settings. 

• Creates awareness about the harms of tobacco. 

• Encourages communities to become tobacco-free. 

 

3. Tobacco Tax Formula 

 

Sri Lanka also moved towards developing a systematic tobacco taxation formula rather than relying only on 

occasional tax increases. 

NATA and WHO worked together to develop a tobacco taxation formula in which tobacco taxes would be indexed 

to inflation and GDP growth. In simple terms: 

Tobacco tax adjustment = Inflation + GDP growth 

The idea is that tobacco taxes should increase automatically in line with economic changes, helping to prevent 

cigarettes from becoming relatively more affordable over time. WHO reported that a proposal was prepared and 

submitted to the Ministry of Health .  
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NATA had established a subcommittee on a comprehensive taxation formula for tobacco and alcohol as part of 

its tobacco-control strategy.  

 

Importance for CTC: 

• Regular tax increases can raise cigarette prices. 

• Higher prices can reduce cigarette consumption. 

• It increases the tax burden on legal cigarette manufacturers such as CTC. 

• It can reduce the affordability of legal cigarettes. 

However, if legal cigarettes become much more expensive than illegal products, the price gap may encourage 

illicit trade, creating a challenge for CTC and government tax revenue. 

 

 

10. Strategic Recommendations & Corporate Lessons 

The CTC vs. Ministry of Health legal battle remains Sri Lanka’s definitive case study in regulatory risk and 

corporate governance. It provides clear proof that no commercial monopoly regardless of its tax contributions or 

legal resources can permanently block data driven, state backed public health policies. 

1. Proactive Compliance over Unethical Litigation: Corporations operating in controversial or health-

sensitive sectors must realize that litigating against public welfare destroys corporate reputation and only 

provides temporary relief. 

2. Product Portfolio Diversification: Relying exclusively on a single lethal product in a highly regulated 

industry represents unsystematic risk. Companies must diversify into sustainable, non-controversial 

business models. 

3. Authentic ESG vs. Superficial CSR: Modern society rejects corporations that promote superficial CSR 

campaigns while litigating against public health laws. True ESG compliance demands prioritizing human 

wellness and ethical governance above short-term shareholder profits. 
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11.Conclution 

 

Overall, this case demonstrates that strong government regulation can successfully overcome corporate resistance 

when public health is at stake. The 80% pictorial warning policy reduced the attractiveness of cigarette packaging 

and contributed to tobacco-control objectives, while CTC remained financially capable of adapting through price 

increases and other commercial strategies. 

The main business lesson is that companies operating in highly regulated and socially sensitive industries should 

not depend on prolonged litigation to protect short-term profits. Instead, they should focus on proactive regulatory 

compliance, risk management, genuine ESG practices and diversification. From the government's perspective, 

the case demonstrates the importance of combining legislation, taxation, cessation support, tobacco-free zones 

and public awareness rather than relying on a single intervention.
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Appendix A: Primary Legislation & Statutory Framework 

 

A.1: Statutory Framework and Core Provisions of the NATA Act No. 27 of 2006 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This exhibit highlights Sri Lanka's ratification of the WHO FCTC in 2003 and the statutory 

prohibition of all tobacco advertisements, sponsorships, and promotions under the NATA Act No. 27 

of NATA 

ACT2006https://www.tobaccounmasked.com/index.php/National_Authority_on_Tobacco_and_Alco

hol_(NATA)_Act 

(Gazette No. 1770/15 - 2012) Clause 4 & Clause 5: The statutory mandate stating that 

pictorial health warnings shall cover not less than 80% of the total surface area of cigarette 

packages. Gazette 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://www.tobaccounmasked.com/index.php/National_Authority_on_Tobacco_and_Alcohol_(NATA)_Act
https://www.tobaccounmasked.com/index.php/National_Authority_on_Tobacco_and_Alcohol_(NATA)_Act
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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Schedule (Health Warning Types I to IV): The official government prescribed graphic 

health warning images of cancer and heart disease to be printed on cigarette packs. Tobacco 

products Regulations, Act No 01 of 2012 

Section 34 & Section 35: The statutory prohibition of all tobacco advertisements, 

promotions, and sponsorships, and the mandatory tar/nicotine content labeling rules.  

National Authority of Tobacco & Alcohol Act, No. 27 of 2006 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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B.1: Tobacco Unmasked Archive on CTC’s Supreme Court Litigation Against 80% PHWs 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

B.2: Legal Litigation Records & Court Judgments 

 
  

 

Appendix B: Legal Litigation Records & Industry Interference Observatory 

 

This evidence documents how Ceylon Tobacco Company PLC challenged the August 2012 Gazette 

Notification (80% rule) up to the Supreme Court, resulting in a temporary judicial compromise of 60% and 

delaying implementation until January 2015.TobaccoUnmasked 

Official legal archive from 'Tobacco Control Laws' 

documenting the Court of Appeal ruling, which 

affirmed the Ministry's authority to require pictorial 

health warnings but proposed a reduced size of 50%–

60% to balance corporate trademark rights with public 

health .Article 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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 Original Court of Appeal Judgment (CA Writ 336/2012) – The Judicial 

Compromise explicitly directing the Ministry of Health to reduce the 

80% mandate to a 50%–60% space allocation to protect CTC's 

Trademark rights. Court of appeal judgement 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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Appendix C : Press Archives & Public Health Evidence Clippings 
 

C.1: Media Report on the 80% Warning Debate and Socio-Economic Tobacco Burden (Asian Tribune, 2013) 

 

 

 

 

 

 

 

C.2: Academic & Medical Evidence on PHW Effectiveness 

 

 

 

 

 

 

 

 

 

 

 

 

 

Academic and medical research confirming that prominent graphic/pictorial health warnings 
significantly influence consumer behavior, increase risk perception, and act as an effective deterrent 

against tobacco consumption. 

Academic & Medical Research 

An expert medical analysis highlighting the double standards of British 

American Tobacco (BAT), the national mortality burden of 12,000–20,000 

annual deaths, and how 80% pictorial warnings effectively dismantle 

deceptive cigarette packaging. Article 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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C.3 CTC v. Minister of Health Report + Research Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Section (ii) 

Proportionality & 

Public Health 

Priority: Citing the 
Supreme Court ruling 

(Vincent v. Union of 

India) affirming that 

"attending to public 

health is of high 

priority the one at the 

top" over corporate 

commercial interests.  

 

  

Comparative Analysis (Australia TPP Act): 

Comparing Australia's Plain Packaging legislation 

with Sri Lanka's 80% pictorial warning mandate 

  

Growing health concerns about smoking...": 

Analysis highlighting how the proposed 80% 

graphic labeling regulation threatened 

cigarette volumes and brand appeal. 

Research report 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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Appendix D: Corporate Risk & Market Analysis 

D.1 Amba Research Report – 2013 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

Company Overview & Brand Portfolio: Confirming 

CTC is an 84.1% subsidiary of British American 

Tobacco (BAT) and detailing premium brands like 

Dunhill and JPGL 

SWOT Analysis: The table showing Threats, specifically highlighting 

NATA regulations, health awareness campaigns, and excise tax increases. 

The charts illustrating price increases per stick 

alongside declining sales stick volumes. 
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Appendix E: Post-Enactment Public Health Success & WHO Verification 

E.1: WHO Country Profile (2023)   

Official verification of reduced youth initiation, demonstrating that adolescent current daily cigarette 

smoking has dropped to 2.4% following the comprehensive implementation of 80% pictorial warnings and 

NATA advertising bans WHO country profile 

Global recognition of Sri Lanka's statutory compliance with FCTC Article 11, confirming the mandatory 

enforcement of 80% graphic health warnings on both front and rear display areas of cigarette packaging 

WHO country profile 

https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
https://d.docs.live.net/354ff62051c9c078/Documents/CASE%20STUDY/CC.docx
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E.2.The Australian Blueprint and Government Initiatives  

World Health Organization, Sri Lanka Biennium Report 2020–2021 

 

 

 

 

 

 

 

 

Ministry of Health, Sri Lanka,   Performance and Progress Report 2023 
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 World Bank, Tobacco   

Excise Tax Assessment – Sri Lanka 
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