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[bookmark: OLE_LINK1][bookmark: _Toc236052388]Case Study Snapshot
	Item
	Detail

	Firm
	McDonald’s Corporation (NYSE: MCD), founded 1955, headquartered Illinois, USA

	Industry
	Quick-service restaurants (QSR)

	Global scale (2025)
	45,356 restaurants, 100+ countries, ~95% franchised

	Target host market
	Sri Lanka (population ≈ 22 million)

	Prior presence
	~20 years of operation (12 Colombo-area outlets) under a single master franchisee

	Exit event
	Commercial High Court injunction, March 2024, over hygiene/quality breaches; franchise formally terminated October 2024

	Status as of June 2026
	No significant operational presence; no new franchise partner announced

	Core strategic question
	Should McDonald’s re-enter Sri Lanka, and if so, through what entry mode?


This case study applies Bartlett and Ghoshal’s (1989) strategy typology, Hofstede’s (1980, 2001) cultural dimensions, Dunning’s (1988) eclectic (OLI) paradigm, and comparative entry-mode analysis to evaluate whether, and how, McDonald’s should re-enter Sri Lanka following its 2024 exit.







[bookmark: X654735725775e097db381b956ef97edf66ff718][bookmark: _Toc234787522][bookmark: _Toc236052389]Section1:
[bookmark: _Toc236052390] McDonald’s Corporation — International Market Entry into Sri Lanka

 This Photo by Unknown Author is licensed under CC BY-SA

Figure 1. McDonald's corporate logo.
Source: McDonald's Corporation (2026).
[bookmark: Xed1723b0f8d514dacd7b699be4116cdd4fe6608][bookmark: _Toc234787523][bookmark: _Toc236052391]1. Organisational Classification and Global Strategy
McDonald’s Corporation, founded in 1955 and based in Illinois, operated 45,356 restaurants in over 100 countries by the end of 2025, establishing itself as a leader in the quick-service restaurant industry. Using Bartlett and Ghoshal’s integration–responsiveness framework, McDonald’s is identified as a transnational organisation that balances global integration and local responsiveness. This includes standardised systems such as the “Speedee” service, centralised supply chains, consistent branding, and training through Hamburger University, which enhance cost efficiency and cultural adaptation.
Simultaneously, McDonald’s exhibits high local responsiveness. Menu architecture is substantially localised: the beef-free McAloo Tikki and Chicken Maharaja Mac in India, the Teriyaki Burger in Japan, the McArabia in the Middle East, and region-specific limited-time offers are all evidence that the firm treats national subsidiaries as sources of product innovation rather than passive recipients of a single global menu. Pricing is likewise localised to reflect purchasing power (a phenomenon popularised by The Economist’s Big Mac Index), and sourcing is substantially localised to manage tariffs, currency exposure, and religious dietary norms.
A critical appraisal suggests that McDonald’s operates more as a “global” hybrid than a true transnational firm. According to Bartlett and Ghoshal's transnational model, innovation should flow reciprocally between headquarters and subsidiaries. However, McDonald’s primarily follows a centre-out approach, where corporate headquarters and key markets like the U.S. and China dictate operating standards and core menu items, which are then adapted by peripheral markets rather than developed by them. This is significant for markets re-entering the system, like Sri Lanka, as they will need to adapt centralised standards rather than negotiate them, impacting the entry-mode discussion.

Uniliver Illustrative
McDonalds
Coca Cola

Figure 2: Bartlett and Ghoshal integration-responsiveness matrix
Source: Adapted from Bartlett and Ghoshal (1989).




McDonald's six largest markets by restaurant count 
 

Figure 3: McDonald's six largest markets by restaurant count (2025)
Source: McDonald’s Corporation (2026) Restaurants by Market, year-end 2025.
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McDonald’s operated in Sri Lanka for approximately two decades through a single master franchisee, International Restaurant Systems (Private) Limited—majority-owned (98.73%) by the managing director of the Abans conglomerate—before McDonald’s Corporation obtained a Commercial High Court injunction in March 2024 that resulted in the closure of all twelve Sri Lankan outlets over alleged breaches of hygiene and food-quality standards (Ada Derana, 2024; Al Arabiya English, 2024; EconomyNext, 2024). The franchise relationship was formally and mutually terminated in October 2024, and, as of June 2026, McDonald’s has announced no new Sri Lankan franchise partner (Sunday Times, 2024; Newswire, 2024). Sri Lanka, therefore, meets the assignment’s requirement for a market with no significant current operational presence. At the same time, its recent operating history provides a rich, evidence-based foundation for evaluating market attractiveness and the viability of potential entry modes. The analysis below focuses on the political, economic, legal, and cultural factors that most impact a foreign-owned, franchise-dependent quick-service restaurant (QSR) chain.
[bookmark: economic-factors]a)Political Factors
Sri Lanka's political environment has become progressively more stable following the severe economic and governance crisis of 2022. The election of a new government and the implementation of reforms under the International Monetary Fund (IMF) programme have strengthened macroeconomic policy credibility and improved investor confidence. Nevertheless, uncertainty remains due to evolving taxation policies, regulatory reforms, and the pace of institutional implementation. Of particular relevance to McDonald's is the demonstrated capacity of Sri Lanka's judiciary to intervene swiftly in commercial disputes. In March 2024, the Commercial High Court of Colombo granted an injunction, resulting in the closure of all 12 McDonald's restaurants following allegations of breaches of hygiene and food quality (Al Arabiya English, 2024). This development presents both opportunities and risks. On the one hand, it demonstrates that Sri Lanka has an active, functioning commercial legal system capable of enforcing contractual and regulatory obligations. On the other hand, it highlights the potential for franchise disputes to rapidly escalate into significant operational and reputational disruption, particularly when quality assurance mechanisms fail. External economic and environmental shocks also influence political risk. Ongoing geopolitical tensions in the Middle East have increased oil import costs and put pressure on Sri Lanka's foreign-exchange reserves due to its dependence on imported energy and remittance inflows. In addition, Cyclone Ditwah in late 2025 caused widespread flooding, affecting approximately 20% of the country and resulting in an estimated US$4.1 billion in economic damage (Groundviews, 2026). Such events may temporarily divert government resources away from investment promotion and infrastructure development. Overall, Sri Lanka presents a moderately attractive political environment for foreign investment. Political stability has improved considerably since the 2022 crisis; however, McDonald's should adopt a governance structure that enables close monitoring of franchise operations, rigorous quality assurance, and rapid intervention should operational standards deteriorate.
[bookmark: _Toc236052392]b)Economic Factors
	
	



	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	



Figure 4: Sri Lanka’s post-crisis macroeconomic recovery, 2022-2026

Sri Lanka’s economy is emerging from the 2022 crisis under a US$2.9 billion, 17th IMF Extended Fund Facility (EFF) programme, reinforced by earlier Indian emergency financing and disciplined central bank policy. Growth rebounded to approximately 5% in 2025, although the IMF’s 2026 growth projection of around 3.0–3.1% is markedly more conservative than the government’s own 6–7% target, reflecting headwinds from the Middle East conflict (higher oil prices, weaker current account), reduced tourism receipts risk, and post-cyclone reconstruction costs (IMF, 2026; Asian Development Bank, 2026; Khaleej Times, 2026). Inflation, having swung from crisis-era hyperinflation to brief deflation, returned to positive territory at around 2.2–2.3% in early 2026 but is forecast to rise to an average of roughly 5.4% across 2026 — a meaningfully higher trajectory than the 3.3% previously projected — implying renewed exchange-rate and imported-input cost pressure for businesses reliant on foreign-sourced ingredients, packaging and equipment (IMF, 2026). Encouragingly, gross official reserves have been rebuilt to approximately US$7 billion by March 2026, and the rupee has stabilised, reducing the currency-conversion and profit-repatriation risk that is central to any franchise-royalty business model.
The most economically significant driver of QSR demand, however, is Sri Lanka’s tourism recovery. Arrivals reached a record 2.36 million in 2025 (+15.1% year-on-year, surpassing the prior 2018 peak), with a government target of 3 million arrivals and US$4 billion in tourism revenue for 2026 (Sri Lanka Tourism Development Authority, 2026). India is now by far the largest source market (531,511 arrivals in 2025, more than double the United Kingdom’s 212,277), a fact of direct relevance given McDonald’s well-established, beef-free Indian menu Sri Lanka's tourism-led demand recovery, coupled with a recovering urban middle class in Colombo, presents a larger market opportunity than during the 2022 crisis. However, historical reliance on import licensing and foreign-exchange rationing poses risks to an import-dependent supply chain, despite ongoing trade liberalisation efforts tied to IMF reforms. Additionally, the quick-service restaurant (QSR) sector faces challenges in its cost structure, as margins are sensitive to price fluctuations in protein, packaging, and rent, all of which are affected by currency movements. The organised QSR segment has consolidated during this period, significantly during McDonald’s absence, with Sapphire Foods (operating KFC and Pizza Hut) commanding over 40% of the market through 121 outlets. Its merger with Devyani International, valued at around US$934 million, enhances its scale and bargaining power. McDonald’s will re-enter a competitive landscape in which its partners must excel at cost efficiency and site quality. While the economic outlook shows some positive signs, such as recovering tourism and remittance-driven demand, challenges like inflation, moderating growth, and competitive pressures complicate the demand recovery landscape.
[bookmark: legal-factors][bookmark: _Toc236052393]c) Legal Factors
Sri Lanka has a relatively liberal foreign investment regime, allowing 100% foreign ownership in many sectors through the Board of Investment (BOI), subject to sector-specific regulations. The BOI provides investment facilitation, approvals and incentives for eligible projects, while foreign investors can establish wholly owned companies in permitted industries (Board of Investment of Sri Lanka, 2025). However, restrictions remain in certain areas, particularly regarding foreign land ownership. Foreign entities are generally prohibited from purchasing land in Sri Lanka, except under specific legal exemptions, which may influence multinational firms that depend on strategic property ownership. Therefore, McDonald’s would need to rely primarily on lease arrangements or partnerships with locally incorporated entities rather than using its traditional global real-estate ownership model (Board of Investment of Sri Lanka, 2025).
Food safety regulation is governed by the Food Act No. 26 of 1980, as amended by the Food (Amendment) Acts of 1991 and 2011. The legislation regulates the manufacture, importation, distribution, sale, labelling and safety standards of food products, with enforcement responsibility placed under the Ministry of Health through the Food Control Administration Unit (Ministry of Health Sri Lanka, 2026). The 2024 closure of McDonald’s outlets following a legal dispute with its local franchise partner demonstrates that food safety standards and franchise compliance requirements are actively enforced in Sri Lanka. The Commercial High Court intervened after allegations concerning failure to meet McDonald’s international hygiene standards, resulting in the termination of the franchise arrangement with the local operator (Reuters, 2024). For McDonald’s, this highlights the importance of stronger franchise monitoring mechanisms, including regular audits, contractual quality controls, corrective action procedures and clear termination clauses, rather than relying only on lengthy legal remedies after reputational damage occurs.





Table 1: Key Legal Instruments Governing McDonald’s Re-Entry
	Instrument
	Governing Body
	Relevance to Re-Entry

	Foreign investment framework
	Board of Investment (BOI)
	Permits up to 100% foreign ownership in QSR/restaurants; approvals, tax concessions

	Land ownership restrictions
	Ministry of Lands / general law
	Bars land sale to foreign entities; caps land acquisition by >50% foreign-owned firms — blunts real-estate-based profit model

	Food Act No. 26 of 1980 (amended 1991, 2011)
	Ministry of Health
	Governs hygiene, labelling, import and sale of food; basis of 2024 court injunction

	Consumer Protection Act (Cap. 219)
	Consumer Affairs Authority (CAA)
	Additional enforcement layer for quality/consumer complaints

	Commercial High Court jurisdiction
	Judiciary
	Demonstrated capacity to grant rapid injunctive relief in franchise disputes

	Colombo Port City
	Port City Commission
	Fully liberalised alternative zone; no foreign-

	regime
	Commission
	ownership caps, guaranteed repatriation



[bookmark: cultural-factors-a-hofstede-analysis][bookmark: _Toc236052394]d)Cultural Factors: A Hofstede Analysis
Sri Lanka is a religiously plural, Sinhala-Buddhist-majority society: Buddhists constitute approximately 70.2% of the population, with Hindus (12.6%), Muslims (9.7%) and Christians (6.1%) forming significant minorities (Wikipedia, 2026). To move beyond a purely descriptive account of this plurality, this section applies Hofstede's (1980, 2001) cultural dimensions theory, benchmarking Sri Lanka against the United States — McDonald's home culture and the origin of its operating standards — to identify the cultural distance the firm must manage in any re-entry.

Table 2: Hofstede Dimension Scores and Strategic Implications for McDonald’s
	Dimension
	Sri Lanka
	USA
	Gap
	Implication for Re-Entry

	Power Distance (PDI)
	80
	40
	+40
	Sri Lankan staff expect hierarchical, directive management; McDonald’s standard “empowered crew member” training model (developed for a low-PDI culture) needs adaptation toward clearer top-down supervisory structures

	Individualism (IDV)
	35 (collectivist)
	91 (individualist)
	-56
	Marketing and in-store experience should emphasise family/group dining and community belonging rather than individual choice/customisation messaging used in the US

	Masculinity (MAS)
	10 (feminine)
	62 (masculine)
	-52
	A “feminine”, consensus- and welfare-oriented culture favours cooperative franchisee relationships and modest, relationship-based negotiation over the competitive, results-driven style typical of US franchise management

	Uncertainty Avoidance (UAI)
	45
	46
	~0
	Comparable tolerance for ambiguity — reduces the cultural (though not political/legal) barrier to introducing new operating procedures or a revised governance structure


Source: Adapted from Hofstede (2001) and Hofstede Insights (2026).
[bookmark: Xc2d9cbebdc3f175148205069cbc9973a9f8fd93]As shown in Table 2, cultural differences between Sri Lanka and the United States may affect McDonald’s operational and marketing strategies. The higher power distance and collectivist tendencies in Sri Lanka suggest the importance of maintaining strong relationships with local stakeholders and adapting management approaches to local expectations. However, McDonald’s must balance cultural adaptation with maintaining global brand consistency and operational standards.
An academic application of Hofstede’s model, since Sri Lanka is not among the countries with an officially published profile on Hofstede Insights, is itself a notable limitation of the framework’s coverage for smaller emerging markets. The US scores are taken from Hofstede Insights’ official country data. Long-Term Orientation and Indulgence are omitted for Sri Lanka due to the same data availability issue (Hofstede Insights, 2025).
The significant gap in Power Distance scores—Sri Lanka’s 80 (high) versus the US’s 40 (low)—indicates that Sri Lankan employees may thrive in a hierarchical structure rather than the US's “shift-leader empowerment” model (Hofstede Insights, 2025). Hofstede notes that high power-distance societies tend to accept unequal authority, which can lead to reluctance in challenging management (Hofstede, 2010). This cultural dynamic may have contributed to the 2024 hygiene failure, as frontline staff might not have effectively escalated quality concerns. 
This underscores the need for more frequent external audits and independent monitoring rather than relying solely on bottom-up reporting systems.The Individualism gap between Sri Lanka (35, collectivist) and the US (91, highly individualistic) impacts marketing strategies. In Sri Lanka, family and social relationships are prioritised over personal preferences, suggesting that US-style advertisements that focus on individualism need to be adapted to emphasise shared experiences. 
Additionally, Sri Lanka's low Masculinity score (10 vs. US 62) indicates a cultural preference for cooperation, suggesting that McDonald's could benefit from building collaborative partnerships rather than purely transactional franchise agreements. Both countries show similar Uncertainty Avoidance scores (Sri Lanka 45, US 46), indicating acceptance of formal procedures despite political and economic uncertainty. However, Hofstede’s framework has limitations, as it overlooks regional and ethnic differences within Sri Lanka, a culturally diverse country with varying consumption behaviours. Beef consumption in Sri Lanka varies by community, while chicken is widely accepted. Fast food, seen as modern and aspirational, competes with home-cooked meals and street food. McDonald's, with two decades of brand awareness, will face lower market-education costs upon re-entry. The educated workforce and established service sector facilitate recruitment; however, the 2024 franchise dispute and hygiene concerns emphasise the need for a strong QSR partner to ensure compliance and quality control.

[bookmark: _Toc236052395]3. Market Entry Synthesis: The Eclectic Paradigm (OLI Framework)
Dunning’s (1988, 1993) eclectic paradigm posits that a firm will favour hierarchical or equity-based foreign entry over arm’s-length exporting or licensing only when ownership (O), location (L), and internalisation (I) advantages collectively support that decision. Analysing this framework in the context of McDonald’s potential re-entry into Sri Lanka illuminates the strategic risks.
Ownership Advantages: McDonald’s ownership advantages are considerable and remain intact following its exit in 2024. The company retains globally transferable, firm-specific assets, including strong brand equity, a well-established operating system, standardised staff training through Hamburger University, and a robust global and regional supply chain. Notably, suppliers in India are well-positioned to support Sri Lanka, given their geographic proximity and alignment with McDonald’s menu architecture. Additionally, McDonald’s has developed a valuable digital ecosystem encompassing ordering, loyalty, and delivery services, which helps reduce the costs associated with rebuilding customer relationships. Importantly, the previous operational challenges in Sri Lanka stemmed from franchisee-level issues rather than from a deterioration of McDonald’s core ownership advantages, a critical distinction that will influence future entry strategies.
Location Advantages: While Sri Lanka presents some appealing location advantages, these are somewhat limited. Positive factors include a return to, albeit fragile, macroeconomic stability, record levels of tourism with a significant influx from India, a young and increasingly digitally connected urban demographic, and the latent brand equity and consumer familiarity from McDonald’s previous two decades in the market. Additionally, a liberal FDI/BOI regime allows for full foreign ownership of operating entities. However, challenges persist, including a relatively small population of around 22 million, modest per-capita income even in recovery, and land-ownership restrictions that dampen the real estate-based profit mechanisms McDonald’s typically relies on in larger markets. These factors suggest that while renewed entry into Sri Lanka is justified, a capital-light approach would be more suitable than a capital-intensive model.
Internalisation Advantages: The need for hierarchical control over operating standards in the quick-service restaurant (QSR) sector is fundamental, particularly for perishable, service-focused businesses like McDonald’s. The period from 2022 to 2024 underscores the risks inherent in relying on loosely monitored master franchise agreements, especially when partnered with conglomerates that may not prioritise QSR operations. This situation creates agency risks, particularly in the face of franchisee cost-cutting pressures. The path forward should not involve full internalisation or externalisation, but rather recalibrate internalisation by incorporating tighter equity stakes, more rigorous monitoring, and enhanced governance. McDonald’s future opportunities in Sri Lanka are promising, but success will require stronger internalisation mechanisms than those previously implemented. 

Table 3: Consolidated PESTLE-to-OLI Summary
	Dimension
	Key Finding
	Net Effect on Entry Decision

	Political
	Stable parliamentary supermajority; inconsistent reform delivery; judiciary intervenes fast in franchise disputes
	Moderate risk — manage via tighter contractual/monitoring mechanisms

	Economic
	Strong 2025 rebound, but 2026 inflation upturn and competitor consolidation
	Cautiously attractive — demand recovering but not linear

	Legal
	Liberal FDI regime; land-ownership caps constrain real-estate model; active food-safety enforcement
	Favours capital-light structure with a well-capitalised local partner

	Cultural (Hofstede)
	High Power Distance and Collectivism vs. US home culture; halal/beef sensitivities not captured by national scores
	Favours capital-light structure with a well-capitalised local partner



As demonstrated in Table 3, Sri Lanka presents both opportunities and challenges for McDonald’s re-entry. Economic recovery, tourism growth, and a young consumer market create location advantages, while regulatory uncertainty, currency risks, and operational governance issues represent potential barriers. The OLI analysis indicates that McDonald’s possesses strong ownership advantages through its global brand, operational expertise, and quality-control systems; however, these advantages must be protected through an entry mode that provides greater internalisation and control.


[bookmark: X4b4e7bcf544f5ca834f4db7b0b8957f081e0b93][bookmark: _Toc234787525][bookmark: _Toc236052396]4. Entry Mode Strategy and Strategic Synthesis
[bookmark: historical-pattern-recognition][bookmark: _Toc236052397]Historical Pattern Recognition
McDonald’s uses master franchising for global expansion, with about 95% of its restaurants operated by franchisees. This model enables rapid growth while maintaining brand standards and shifting site-level investment risk to local operators. In strategically important markets, such as India and China, McDonald’s has selectively employed joint ventures and wholly owned subsidiaries to increase control over time, adapting ownership structures based on market conditions and partner performance. Table 4 compares McDonald’s historical entry-mode strategies across selected markets and highlights implications for a potential Sri Lankan re-entry.
Table 4: McDonald’s Historical Entry Modes — Comparative Pattern
	Market/Mode
	Structure
	Control Level
	Outcome

	Global norm (~95% of units)
	Master franchise / developmental licence
	Low-moderate (brand + real estate leverage)
	Stable, capital-efficient scale

	India (1995-2010/2019)
	50:50 joint ventures (CPRL; Hardcastle)
	High (equity + board seats)
	Hardcastle converted to master franchise (2010); CPRL fully acquired after dispute (2019)

	China (entry phase)
	Joint ventures with state-linked/PE partners
	High initially
	Consolidated toward greater McDonald’s control over time

	Sri Lanka (2004-2024)
	Single master franchise, conglomerate-owned partner
	Low (light-touch)
	Agency/quality failure; court-ordered exit (2024)

	Recommended Sri Lanka re-entry
	Minority-equity JV / controlled master franchise
	Moderate-high (audit rights, board representation)
	To be phased in from 2026


Source: Author’s compilation based on McDonald’s Corporation (2026), EconomyNext (2024), Quartz (2019), Scroll.in (2019), and entry-mode literature (Dunning, 1988; Anderson and Gatignon, 1986).
As shown in Table 4, McDonald’s has historically relied on franchising for international expansion, but more complex markets require greater ownership involvement. The Sri Lankan case highlights the limitations of a low-control master franchise model, where insufficient oversight led to operational and reputational risks. Therefore, future re-entry in Sri Lanka should adopt a hybrid approach, such as a minority-equity joint venture or a controlled master franchise, to retain local market expertise while protecting brand standards.




Table 5: McDonald’s (Pre-2024) vs. Sapphire Foods (KFC/Pizza Hut) — Sri Lankan Franchise Structure
	Feature 
	McDonald’s (IRS/Abans)
	Sapphire Foods (KFC, Pizza Hut)

	Core business focus
	QSR peripheral to conglomerate’s electronics/retail core
	Dedicated multi-country, multi-brand QSR operator

	Outlet count (Sri Lanka)
	12 (pre-2024)
	121

	Organised market share
	N/A at exit
	40%+

	Regional risk-pooling
	Single market, single brand
	Multi-market (India, Sri Lanka, Maldives), multi-brand

	2026 development
	Exited; no successor announced
	Strengthened via merger with Devyani International


[bookmark: strategic-fit-and-justification]
[bookmark: _Toc236052398]Source: Author’s own compilation based on McDonald’s Corporation (2026), EconomyNext (2024), and Sapphire Foods India (2026).
McDonald’s used a single master franchisee model in Sri Lanka, which posed agency and quality-control risks. In contrast, Sapphire Foods has a structured franchise management approach with stronger corporate oversight for KFC and Pizza Hut. This suggests that McDonald’s future re-entry should prioritise improved governance to safeguard brand standards.
[bookmark: _Toc236052399]5. Strategic Fit and Justification
McDonald’s previous franchising strategy in Sri Lanka failed primarily due to implementation weaknesses rather than limitations of the franchise model itself. The 2024 exit highlighted significant agency risks stemming from insufficient franchisee capability, necessitating stronger partner selection, contractual safeguards, and continuous operational monitoring. While franchising provides flexibility and reduces capital exposure, it limits direct control over quality standards. Conversely, a wholly owned subsidiary would maximise operational control but would be inconsistent with McDonald’s capital-light global strategy and would expose the company to greater financial and regulatory risks. Therefore, a joint venture model, similar to McDonald’s approach in India, offers a more suitable strategic balance by combining local market expertise, shared investment risk, and enhanced corporate oversight. Figure 5 illustrates the relative positioning of these entry modes along the control-flexibility trade-off.

Figure 5: Entry-Mode Positioning-Control vs Flexibility Trade-offHigh Control/High Resource commitment
Low Flexibility

Wholly-owned
Subsidiary


Resource commitment/risk

Recommend minority-JV/controlled master franchise
50-50 joint venture Mcdonald's India,1995


Prior Sri Lanka mode:light touch masterfranchise (Single Partner)

Arms- length
licensing exporting


low control/low resource commitment
High flexibilty

Figure 6: Entry-mode positioning — control vs flexibility trade-offControl flexibility

[bookmark: conclusion-and-recommendations]
Source: Adapted from Anderson and Gatignon (1986); Hill, Hwang and Kim (1990).







[bookmark: _Toc236052400]6. Conclusion and Recommendations
This analysis concludes that McDonald’s should consider re-entering Sri Lanka; however, the company should avoid repeating the low-control master franchise model used between 2004 and 2024. The previous exit demonstrated that while franchising provides McDonald’s with scalability and reduced capital exposure, insufficient monitoring of a single franchise partner can create significant operational, quality-control, and reputational risks. Therefore, future entry should prioritise governance, control, and protection of McDonald’s global brand standards rather than pursuing rapid market expansion. The strategic assessment indicates that Sri Lanka presents a cautiously attractive opportunity for McDonald’s. From a location-advantage perspective under Dunning’s (1988) OLI framework, the country offers several positive factors, including economic recovery following the 2022 crisis, rising tourism flows, a young urban consumer base, and existing brand awareness from McDonald’s previous presence. However, economic challenges remain, including inflationary pressures, currency risks, relatively low purchasing power compared with developed markets, and strong competition from established QSR operators. Therefore, Sri Lanka should be considered a long-term growth market rather than a high-volume expansion opportunity.
The OLI analysis further demonstrates that McDonald’s retains strong ownership advantages through its globally recognised brand, operational expertise, supply chain capabilities, digital platforms, and quality management systems. However, the internalisation advantage is the most critical consideration for re-entry. The 2024 franchise failure highlighted the limitations of transferring operational responsibility to a local partner without sufficient control mechanisms. Consequently, McDonald’s should strengthen internalisation by increasing oversight, audit capability, and strategic involvement in franchise operations. Based on the entry-mode analysis, a minority-equity joint venture with a carefully selected local QSR partner is recommended as the most appropriate approach. This model would provide McDonald’s with greater control over food safety, employee training, supply-chain standards, and brand protection, while allowing the local partner to contribute market knowledge, regulatory understanding, and local relationship networks. This approach reflects McDonald’s previous experience in markets such as India and China, where greater ownership involvement was used to manage complex operating environments.
To ensure successful re-entry, McDonald’s should implement several strategic recommendations. First, partner selection should focus on QSR-specific capabilities rather than general corporate strength, ensuring that the franchise partner has proven experience in restaurant operations, supply chain management, and quality assurance. Second, McDonald’s should introduce stronger governance systems, including independent hygiene audits, digital performance monitoring, regular operational inspections, and clear contractual consequences for non-compliance. Third, market expansion should follow a phased approach, beginning with high-potential locations such as Colombo and major tourism areas before expanding into secondary cities. Finally, McDonald’s should continue to apply a transnational strategy by maintaining global operational consistency while adapting its products and marketing to Sri Lankan preferences, including chicken-based products, vegetarian options, family-oriented meals, and culturally appropriate promotional campaigns.
The cultural analysis using Hofstede’s dimensions also highlights the importance of adaptation. Differences between Sri Lanka and the United States, particularly regarding power distance and collectivism, suggest that McDonald’s should adopt a more relationship-oriented management approach and emphasise family and community values in marketing communication. Nevertheless, Hofstede’s framework should be applied with caution because national cultural scores may not fully capture Sri Lanka’s ethnic, regional, and consumer diversity.
Overall, McDonald’s re-entry into Sri Lanka is strategically feasible but requires a different approach from its previous market participation. A controlled joint-venture model supported by strong governance, cultural adaptation, and gradual expansion would provide the best balance between McDonald’s need for operational control and the advantages of local market expertise. The key lesson from the Sri Lankan case is that international expansion success depends not only on selecting an attractive market but also on choosing an entry mode that protects the firm’s strategic assets and competitive advantage.
[bookmark: section-2-reflective-account][bookmark: _Toc234787526][bookmark: _Toc236052401]Section 2: Reflective 

Figure 7: Gibbs’ Reflective Cycle (1988)
Source: Adapted from Gibbs (1988).
This reflection uses Gibbs’ (1988) Reflective Cycle — description, feelings, evaluation, analysis, conclusion, and action plan — to critically examine the process of researching, analysing and preparing the preceding market-entry analysis.
Description. The task required selecting a multinational corporation and a target country where it currently had no significant operational presence, then building a critical, theory-grounded evaluation of market attractiveness and entry-mode strategy using public data as of June 2026. I chose McDonald’s Corporation and Sri Lanka. My process moved through four broad stages: first, verifying that the premise held (confirming McDonald’s had genuinely exited Sri Lanka, and understanding why); second, gathering evidence on McDonald’s global strategic classification and configuration; third, building a focused, industry-relevant PESTLE picture of Sri Lanka rather than a generic one; and fourth, synthesising these findings through the Bartlett and Ghoshal (1989) and Dunning (1988) frameworks before turning to entry-mode strategy.
Feelings. My reaction to the discovery that McDonald’s operated in Sri Lanka for two decades before a court-ordered exit in 2024 was mixed. I felt relief, as it provided a rich case of entry-mode failure, rather than a hypothetical scenario. However, I was apprehensive because the assignment brief specified a market with “no significant operational presence,” and I needed to honestly assess whether this recent exit met that criterion. Additionally, I faced pressure regarding the currency of information, since the brief called for data “as of June 2026,” requiring careful verification of publication dates and treating figures for volatile areas, like inflation forecasts, as provisional.
Evaluation. I effectively triangulated multiple independent sources for contested facts, such as cross-checking the McDonald’s–Abans dispute across local and international news outlets and comparing Sri Lankan GDP and inflation figures with those from the IMF and the Asian Development Bank. This approach minimized the risk of relying on outlier data. However, I struggled to avoid purely descriptive PESTLE writing. The initial draft focused too much on covering all factors instead of prioritizing the most critical issues relevant to the firm’s industry and strategy. I ultimately refined it to highlight key factors, like how land-ownership restrictions impact McDonald’s real-estate profit model.
Analysis. Dunning’s eclectic paradigm proved to be the most useful theoretical tool by breaking down market attractiveness into firm advantages, location benefits, and internalisation rationale. This led me to conclude that while ownership and location advantages were strong, internalisation governance was where previous failures occurred, shaping my final entry-mode recommendation. This highlights how course frameworks should build toward a cohesive argument. Additionally, insights from Bartlett and Ghoshal refined my analysis of McDonald’s “transnational” label, prompting me to assess whether there was genuine reciprocal learning between headquarters and subsidiaries or just a “glocal” approach, which was crucial for evaluating the bargaining power of a re-entering Sri Lankan franchisee.
Conclusion. The assignment highlighted that effective international business analysis relies on selecting relevant facts for a theoretical framework rather than just accumulating information. It’s important to acknowledge prior operations, such as the Sri Lankan case, rather than ignore them to fit a narrative. I realised I could have managed my research better by defining my PESTLE priorities upfront, which would have minimised redundant reading. Additionally, I noticed a risk of confirmation bias in my application of the OLI and entry-mode frameworks; a more critical approach in seeking contradictory evidence regarding the 2024 exit would have enhanced the robustness of my final recommendation.
[bookmark: references][bookmark: _Toc234787527]Action Plan. In future assignments of this kind, I will (1) draft a short “relevance filter” for each analytical framework before conducting research, so that searching is targeted rather than exploratory from the outset; (2) maintain a running source log with publication dates from the first search, rather than reconstructing currency checks retrospectively; and (3) deliberately draft the critical-synthesis sections (such as the OLI framework here) before finalising the descriptive sections that feed them, so that the descriptive material is selected to serve the argument rather than the argument being fitted to whatever descriptive material was gathered first.
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