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ABSTRACT: This paper examines the impacts of the 1998 ban on Oman fish exports to the EL markets and ensuing
the internationalization of Oman fish companies. The ban raises two concerns that the paper intends to answer: (i)
how firms have responded to surmount the ban, and (ii) which strategics are more effective in the process of
internationalization. The paper distinguishes three sets of actions: during the ban and immediate actions; short term
actions; and long term actions. Besides government support for the implementation of international norms of quality
and safety control, firms have responded individually to the EU ban. The actions subsequently undertaken by firms in
response to the ban were selected: identification of new markets (alternatives); implementation of the required
regulations and needed support to continue exporting to traditional European markets (competence); and long term
business and marketing strategies (strategic thinking)., These actions or steps represent the internationalization process
or approach followed by the fisheries firms in Oman. All these actions have been undertaken afier the EU ban, which
leads to the conclusion that the ban has indeed worked as a driving force to internationalize, i.e. to develop the
requisites of international markets.
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Expcm development or internationalization depends
on domestic factors such as a firm’s characteristics
and government policies, as well as international
factors, namely the development of international
regulations and the formulation of multi-lateral trade
agreements under WTO. In the last five years, two
related events have significantly affected the
internationalization of Oman’s fishing industry. The
first event is the ban on fish exports imposed in 1998
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by the European Union (EU), because of a perceived
lack of quality control measures, and a delay in
implementing EU directives in fish processing and
handling. This event was considered one of the biggest
challenges that the Oman fisheries sector had recently
faced (Zaibet, 2001). The second event was the
accession of Oman to WTO membership in October
2000, which required adjustment of national policies,
mainly trade policies, to WTO rules.
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Fish processing companies in Oman are established
as exporting companies at the date of inception or, in
Oviatt and McDougall’s words, are “international-at-
founding” (1994). Although some of them sell part of
their products on the local market, the largest
proportion of production is exported to as many as 40
markets in Europe, USA and Asia. It is recognized that
fish products from Oman have gained a reputation in
these markets for good quality. Ower the last two
decades, fishing companies have succeeded in
establishing partnerships to sell fresh and frozen
products. Only a few companies have developed joint
ventures to produce canned tuna, but in most cases tuna
is exported whole to be processed and canned in the
imporling countries.

This “natural internationalization™ scems to be
fragile if not backed up with rigorous export strategies.
As in other developing countries, exports of raw
products require neither technological innovations nor
sophisticated marketing strategies. But with the current
international competition, these latter factors have
become more important than the availability of cheap raw
material or labor (Singh, 1996). Internationalization of
small firms requires first the development of export
strategies as a primary foreign-market entry mode
{Leonidou and Katsikeas, 19960).

This paper examines the impacts of the EU ban on
the internationalization of Oman’s fish companies. Key
questions are: (i) how firms have responded to
surmount the ban, and (ii}) which stralegies are more
effective in the process of internationalization. We
posit that the EU ban would act as a driving force to
modernize and internationalize the fisheries business in
Oman. This paper looks into the interaction between
the aforementioned events, business sirategies and
internationalization of fisheries firms. It identifies not
only the actions undertaken by the fisheries firms but
also the government effort in support of the industry to
surmount these challenges.

The Fisheries Business in Oman

Fishing has provided sustenance to a majority of the
Omani population for centuries. Fish is the base of the
Omani diet with a monthly consumption of 11.5 kg per
family on average (Ministry of National Economy,
2001). Fisheries activities employ a large number of
Omanis in fishing, processing, and related activities.
Oman has 3000 km of coastline where fisheries
activities take place. The total number of traditional
fishermen is almost 26, 000 in a population of 2
million. Besides these traditional fishermen, there are
about five commercial companics running modern
fleets, and more than 30 processing companies in the
country. Over 106 thousand tons of fish were brought
ashore in 1998 (Ministry of National Economy, 2001).
The gquantity of fish landed has enabled self-sufficiency
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in fish produets for the local population, with a surplus
for export.

Fisheries products represent the second largest
export product after oil, although their share (with
agriculture) in the GDP remains as low as 3 percent.
Fish was exported from Oman to more than 40
countries in Furope, USA, Far East and Africa.. The
percentage of exports to total landing has increased
from 24 percent in 1989 to 42 percent in 1995.
Exports, however, have declined slightly in the late 90s
because of a decline in fish landing and also due to
difficulties in exporting. It is expected, however, that
this share will increase with the implementation of a
new government supported program to introduce
modern large boats run by Oman youth. This project is
expected to increase the catch and provide the fishing
industry with the required quality of fish supplies.

So far, the fisheries sector has performed quite well
in international markets. The demand is very high for
Omani fish, as witnessed by most fish processing
companies operating mainly in high value markets in
Europe and USA. Competition is also getting very
high, mainly after the EU ban that has touched many
countries in Africa and Asia. Oman seems to have lost
some markets, mainly in Europe, because of the ban.
But other markets have been identified. The other
major source of competition is the current custom
duties scheme maintained by FEuropean countries
favoring some countries in the region or in other parts
of the world because of preferential status principles of
the WTO. Although Oman continues to export to
major markets in the World, marketing efforts and
strategies are minimal. The last EU ban, however, has
shown that no markets are secure or stable, which
necessitates continuous marketing development and
research,

The history of the ban is that in 1997 after the EU
laid down the safety and quality standards for all
countries, Oman was given one year to comply with the
required quality conditions. However, the deadline was
not met and the ban was imposed. The government and
the business community then moved in to make the
necessary changes in terms of physical and human
investments in order to have a modern fishing industry.
By the end of 1998 a team of European union quality .
control observers visited Oman to assess the conditions
of processing plants and the implementations of quality
control measures. Based on that visit and further
guarantees to meet the requirements, the ban was lifted.

Oman’s Quality Assurance Programs
and EU Fish Regulations

In Oman, the quality of fish has been the focus of
the national fisheries development plan. Early efforts
concentrated on moderization of the sector through
acquisition of better equipment and aimed at the
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improvement of distribution networks and the
marketing system as a whole, Quality of exported fish,
mainly to neighboring countries, was assured by
refrigerated transportation in boxes approved by the
Government, and by quality control by border
inspection when fish was transported to the largest
export market, the United Arab Emirates (Hock, 1998).

In the 1990s, driven by the expansion of fish
exports and the increased attention to quality and food
safety, the Sultanate has put greater emphasis on
quality control to ensure continuous acceptance of its
products in international markets. The Ministry of
Agriculture and Fisheries (MAF) subsequently
established a Quality Control Centre (QCC) to develop
quality control measures for processing plants
exporting to international markets. This effort resulted
in the current Quality Control Act (QCA) for seafood
exports issued frst in 1997,

The QCA, developed in collaboration with experts
from the United States (Slavin e al., 1993), aimed at
enhancing Oman’s fish exports by laying down general
procedures and standards for export plants. The QCA
covers hygienic regulations for plants and their
personnel, including buildings, equipment, transport,
labeling, inspection and sample testing. Finally, it sets
specifications for fresh and frozen fish for export. The
QCC enforces these regulations through on-site
inspections. Fish processing companies complying with
these regulations obtain a quality control number
allowing them to export fish.

The European Union issues regulations that lay
down conditions for products produced within the
Union, and also for fish imported from third countries.
To approve imports from a third country, “inspections
may be carried out on the spot (where fish is processed)
by experts from the Commission and the Member
States.” (OJ-EU, 1991). Currently the EU directives
require the Hazard Analysis of Critical Control Points
(HACCP) approach as a basis for food safety
(93/43/EEC).

The discrepancy between the EU regulations, based
on the HACCP plan, and Oman’s regulations, which
until before the ban was based on inspections carried
out by government inspectors, has led to the 1998 ban
on Oman’s fish exports to the EU markets. After the
ban was lifted a year later, fish companies became not
only aware of the requirement to implement the EU
regulations, but also the need to implement further
export strategies to engage in the process of
internationalization.

Internationalization and Export Performance

There is an extensive literature on the internationali-
zation of firms in general. However, small firms have
received greater attention perhaps because of the
complexity of export activity patterns. Two theories

have attempted to explain such a process, namely the
stage-theory and the resource-based theory (Wolff and
Pett, 2000). Leonidou and Katsikeas (1996) identified
three phases: the pre-engagement step, where
companies are active in the domestic market but not yet
engaged in exporting; the initial phase, where firms
start evaluating future export markets; and the
advanced phase, i.e. firms are actively and consistently
engaged in exports.  The resource-based theory
proposes that firms develop requisite skills and know-
how to succeed in international markets, However,
firms need not always progress through all of the stages
(Oviatt and McDougall, 1994). The work of Wolff and
Pett (2000} has shown different activity pattemns
leading companies to internationalize and achieve-
higher export performance. The main export
competitive patterns identified by these authors are: (i)
the customer service pattern; (ii) the marketing pattern;
and (iii) the operations patterm.

Singh (1996) used both the functional approach and
the institutional approach to international marketing to
explain the export performance of agro-food companies.
The functional approach refers to those activities
undertaken by the firm to obtain and service the
demand for a particular product. The work of Wolff and
Pett (2000) is in line with this approach. The
institutional approach, on the other hand, involves the
existing institutions and organizations that are part of,
or facilitate, the chain from the producer to the
customer. The latter approach is mostly affected by
public or macro policies, referred to as external factors
(the environment). Macro policies may play an
important role in promoting competitiveness but
distinctive firm-level (internal) factors, including
superior product quality, design innovation, and robust
delivery performance, matter more in export markets
(Singh, 1996).

Researchers have been interested in testing the
effect of internal factors and external factors on
internationalization and export performance. Internal
factors include (Aaby and Slater, 1989) (i) firm
competencies (e.g. export experience), (ii) firm-level
characteristics (e.g. firm size), and (i) export
marketing strategy (e.g. market diversification wvs.
concentration). Lages (2000) also showed that export
performance is influenced by internal and external
factors, which in turn determine the degree of
marketing program adaptation. Lages defines internal
factors as (i) firm characteristics and competence,
(ii) management characteristics, (iii) management
pereeptions of barriers to exporting and attitudes, and
(iv) product characteristics. External factors are defined
as (i) the industry, (i1) foreign market characteristics, and
(iii) domestic market characteristics.

Mili and Ziniga (2001) investigated export
prospects for olive oil and identified strengths and
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weaknesses of the Spanish olive oil industry. Although
the study concentrated on the industry-level, many
factors could be classified as internal or firm-level
factors. Key strengths included sufficient industrial
capacity to meet the needs of import demand, a long
exporting tradition and a high degree of business
concentration. The main weaknesses included (firm)
marketing strategy, image in import markets, own
distribution channels, general and brand promotion and
reduction in the share of bulk products in exports and
price competitiveness.

A review of the factors affecting export performance
and internationalization reveals a consensus on two broad
categories of predictors: external factors and internal
factors. There is no consensus, however, on the effect of
specific factors, namely firm-level characteristics.
Empirical findings on the relationship between firm size
and export intensity are mixed or conflicting (Banaccorsi,
1992}, Also, the relationship between firm compelencies
{export experience) and export performance are
controversial (Dean ef al., 2000).

The conclusion, however, is that any response to
chanpges in the environment to improve exporl
performance would come through strategic efforts (Dean
ef al. 2000, ie factors controlled by the firm. The
government will also play a major role in the short and
long term to establish the needed infrastructure.
Government’ efforts are only complementary. Figure |
outlines the conceived response of the industry
(companies) and the government to changes in the
environment, namely the EU ban on Oman’s fish exports
in 1998 and the accession of Oman to WTO in 2000. It
identified three categories of actions: (i) during the ban
and immediate actions, (i1} short term strategies, and (iii)
long term strategies,

Response of the Government

The government responded to the EU ban on
Oman'’s fish exports even before the ban had been into
effect.  As an immediate action, the Ministry of
Agriculture and Fisheries (MAF) has launched an
awareness program to promote the use of appropriate
quality measures and has sponsored several workshops
to train company level managers on the implementation
of European quality regulations. The MAF has also
conducted thorough inspections of fish processing
companies to ensure that the new regulations are
understood and implemented and to show commitment
to the European Union commission, which has visited
the country on several occasions.

In the short term, the government has developed
quality control regulations, first published in 1997
and then updated after the ban to meet the new European
requirements. The new regulations, published under

EL) Ban
{July, 1998)

Strategic effon;

s [Juring the ban

e [mmediale actions
e Short term strategics
& Long tenm strategics

WTO Membership
[Crztober, 20007

Figure 1. Interaction evenis/actions to analyze the response
of the fish industry to changes in the environment.

Ministerial decree (136/98), also stress the role of quality
regulations in promoting fish exports. It includes
explicitly the requirement for fish processing
companies to implement HACCP, the quality control
systern mandated by the European Union. The new
regulations are more comprehensive than the previous
ones and are in line with international norms.

The government has also introduced a program to
improve fishing boats.  Traditional boats were
considered a major handicap to store and handle the
fish properly. The small size of these bhoats does not
allow fishermen to carry ice, which is considered to be
the major reason for quality deterioration. Finally, the
government has built several fishing harbors to improve
the landing conditions. This program is still underway
and includes building and management of commercial
fishing ports in several landing sites.

In the long term, the major contribution of the
government is the establishment of an ambitions
research program sponsoring research on various
aspects of fishing, processing, quality and high-value
product development. The program also sponsors
research on socio-economic conditions of fishermen
along with other studies on the biology and
management of fishes. Research and development are
considered to be the most efficient ways to improve
exports in the long term,

Response of Private Companies

The response of the private sector to changes in
the environment created by the 1998 EU ban and the
accession of Oman to WTO in 2000 was assessed using
a questionnaire administered to the fish processing
companies that have been approved by the MAF after
implementing the necessary measures since the ban,
The questionnaire was administered by site visit to all
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TABLE 1

Fish export market shares (in %).

MR e Bl
e T 5 0

%) Change (%) Change (%) Change
Belore the ban 33.61 47.72 15,90

[ 996-1997

During the ban 39,16 997 1668 -65.05 20106 32145
1998- | 990*

After the ban 3315 -6.28 49.03 7.85 I7EQ0 902
2000-2001

Source: Authors,

*The han started in the second half of 1998 and was lifted the second half of
1999 so pari of 1998 and 1999 were taken into account in the export
proportions.

companies to ensure clear understanding of the
questions, Part one of the questionnaire is composed of
background information about the company: firm-level
characteristics, products and market destination, and
time series records from 1996 to 2001 on the proportion
of sales by major markets (Local, GCC, EU, USA and
Asia). The remaining four parts of the questionnaire
followed the framework depicted by Figure 1, i.e.,
immediate actions, during the ban, short term strategies
and long term strategies. These actions define the
strategic effort deployed by private companies to
overcome the ban and take advantage of the new
environment.

Except for the companies which indicated that
they had shut down completely during the ban, all
others have either identified new markets (2) , namely
in the far East, or continued exporting to non-European
countries (7). Shortly after the ban was lifted most
firms continued exporting to traditional markets (8),
including European and USA markets, while some of
them indicated they were looking for new markets (5).
As a result, the proportion of exports to EU-USA
markets dropped to as low as 16.68% (average 1998-
1999} during the ban period and increased to about
50% shortly after the ban was lifted (Table 1). Market
identification has been markedly the outcome of the
ban since firms have looked for new markets during
and after the ban, which is clearly reflected in the
export pattern growth.

SHORT TERM ACTIONS — CAPABILITY BUILDING: Firms
embarked on a series of actions including the imple-
mentation of hygiene and quality standards as required
by export markets, hiring qualified staff and training
existing staff, and acquiring new equipment to
upgrade their capabilities. All these actions are
needed to build the required competence to continue
exporting to international markets, namely European

TABLE 2
Actions implemented to meet EU hygiene and quality regulations.
Response Frequency
n=13)
HACCP (year implemented)
199909 1]
2000-01 3
2002 I
HACCP (reference)
MAF 7
Consultant &
Mew Hiring 12
Training g
Equipment acquisition 12
markets. Table 2 displays the different actions. It

appears that implementation of HACCP (following EU
directives) started in all companies after the 1998 ban.
Also, it tums out (the second item in the table) that
almost half of the companies followed the Ministry
(MAF) rules while half hired a consultant for this
exercise. As part of HACCP implementation, almost
all firms hired new staff, mostly of qualified technical
staff’ and quality control managers. Also, most firms
embarked on a training program to qualify existing
staff. Part of the training was funded by the Ministry of
Agriculture and Fisheries as part of the national
awareness effort. All firms, however, indicated they
acquired equipment needed to implement HACCP or
upgrade the overall capacity of the company.

LONG TERM ACTIONS - BUSINESS STRATEGIES: Soon
after the ban was lifted companies engaged in more
ambitious marketing and business strategies to improve
exports and gain access to non-traditional markets (Table
3). These strategies included marketing research,
development of brands and new products, improvement of
packaging, development of web sites and use of e-mail as
a step to engage in electronic commerce. These elements
represent also the marketing mix components (product,
promotion, price and distribution) from the traditional 4
Ps’ marketing strategy perspective.  Although these
stralegies are not directly related to the adoption of
HACCP, they indicate the development of business
thinking which is an indirect result of the EU ban.

TABLE 3

Business strategies adopted by fisheries firms.

Frequency (n=13)

Marketing research
Brands

Product development
Packaging

Web and e-mail
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Conclusions

Although industry, domestic and foreign market
characteristics are key determinants of export
performance, the paper’s focus is on the role of firm
characteristics and export and business strategies. Facing
the challenge of a European ban the fisheries industry in
Oman not only concentrated on implementing the
required hygiene and quality standards but also
proceeded to implement more meticulous strategies to
foster the internalization process. It is our belief that the
ban has indeed been a key driving force for such changes.
Changes are of three kinds: changes in export patterns,
changes in firms' capacity and changes in husiness
strategies. During the ban most firms reacted initially by
identifying new markets to continue exporting, which is
essentially a survival strategy. Shortly after the ban most
firms acquired the needed competences (short term) and
engaged in more rigorous strategies (long term) to
improve their export share in traditional international
markets and to enter new markets.

In summary, firms responded individually and also
collectively through government effort to the EU ban.
The actions subsequently followed by firms in response
to the ban were: (1) identification of new markets
(alternatives), (2) implementation of the required
regulations and needed support to continue exporting to
traditional European markets (competence), and (3)
long term business and marketing strategies (strategic
thinking).

These actions, considered in that order, represent the
internationalization process or approach followed by the
fisheries firms in Oman. All of these actions have been
undertaken after the EU ban, which leads to the
conclusion that the ban has indeed worked as a driving
force to internationalize the fishing industry in Oman.
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