[image: image1.png]


[image: image2.wmf][image: image3.png]


Internet Service Providers’ Association

+27 11 318 1406

info@ispa.org.za

http://www.ispa.org.za

PO Box 3423, Parklands, 2121 


Internet Service Providers’ Association

Submission on the

Provision of Wireless Internet Access Using ISM Frequencies

Introduction

1.1. The Internet Service Providers’ Association (“ISPA”) is a South African Internet industry body not for gain. Formed in 1996, the ISPA has been proactive in the sector facilitating exchange between the different independent Internet providers, the Regulatory Authorities, operators and other service providers in South Africa. ISPA currently has 61 members comprised of small, medium and large Internet service and access providers. Providing a forum for co-operation, ISPA also offers informational support services to members and continues to participate as much as possible in the ongoing dialogue of policy development with government, the regulators and the private sector. 

1.2. ISPA welcomes ICASA’s efforts to facilitate the provision of Internet access in public places using WLAN technology, and the publication of the Discussion Document – Provision of Wireless Internet Access Using ISM Band Frequencies (“the Discussion Document”) in Government Gazette 25120. International experiences emerging elsewhere indicate that WLAN technology deployment is revolutionising metropolitan access and is providing solutions for high-density areas. As an industry dedicated to increasing access generally and continually striving towards improved service quality, we are grateful for the opportunity to provide input on the issues outlined in the Discussion Document. 

Responses to the questions posed in the Discussion Document

Our input is designed to directly answer the questions posed in the Discussion Document and we structure our response accordingly. Should further information be required on issues extraneous to the questions posed in that document, we remain at ICASA’s disposal to assist wherever possible.
Customer Premises Equipment

2. The first request in the Discussion Document is to provide comments on “whether WLAN forms part of Customer Premises Equipment.” 

The WLAN access point and WLAN access card are functionally similar to wired network equipment, such as an Ethernet hub and an Ethernet card. As such, this sort of LAN equipment is clearly Customer Premises Equipment (CPE). It thus follows that WLAN equipment should also be treated as CPE. This would accord with international best practice and legislation should allow equal use of WLAN and wired LAN technologies in a local area network environment.

ICASA’s comparison of public WLAN to traditional wired-LAN Internet Cafés in the Discussion Document also illustrates this point.

Principle markets for WLANs

3. The Authority has identified two key market areas for WLAN: (1) Private (Corporate, Small Office, Home) and (2) Public Access WLAN (“hot spots”) and asks:

Do you agree that the above-mentioned are the two principle markets for WLAN installation? Kindly provide your input on the size, nature and scope of the above-mentioned markets.

Subject to the constraints imposed by current legislation for the sector, which we understand may be reviewed by the pending Dept of Communications Convergence policy process, ISPA believes that there are more than two key market areas for WLANs:

· Private: As a replacement for LAN infrastructure

· Public access: Public locations with hotspots

· Local loop: As a replacement for fixed line local loop infrastructure

3.1. Private

The Discussion Document describes the “Private” market area as follows:

· Usage is mainly as an adjunct to corporate fixed LAN provided via a Private Telecommunications Network (PTN) […]

ISPA believes that this reference to “Private Telecommunications Network” is incorrect. The definition of PTN inserted into the Telecommunications Act by the Telecommunications Amendment Act of 2001 defines PTNs as networks with connections to the Public Switched Telecommunication Network (PSTN) from two or more separate premises”:

"private telecommunication network" means a telecommunication system provided by a person for purposes principally or integrally related to the operations of that person and which is installed onto two or more separate, non-contiguous premises and where the switching systems (nodes) of at least two of these premises are interconnected to the public switched telecommunication network as contemplated in section 41;

Many LANs and WLANs connect to the PSTN at only one point. As such, they cannot be considered to be “provided via a Private Telecommunications Network”.

In the description of the private market, the Discussion Document also states that:

· WLANs are used as the major hub for all wireless Internet connections within the home or office. WLAN access points usually connect to a major backbone via fixed or wireless networks, e.g. ADSL/cable modem.
While it is true that most Internet-connected WLAN access points connect to major Internet backbones via fixed networks, this need not necessarily be the case. Rapid technological development will quickly lead to WLAN devices with higher ranges, making it more appealing to connect WLAN access points to major Internet backbones via wireless connections.

ISPA also cautions ICASA against making the assumption that all WLANs are used for Internet connections. Just as there are many private LANs that are not connected to the Internet, so there are WLANs which carry LAN traffic only and are not connected to the Internet.

Internet access is just one service that can be provided using a WLAN.

3.2. Public

Public WLANs or hotspots provide public access to the Internet, usually in areas frequented by business users. These hotspots are usually commercial in nature, either charging for the access service, or using the service to stimulate other business. However, there are also hotspots that are non-commercial. Individuals and organisations allow the general public to make use of their WLAN infrastructure without any charge. This benevolent service provision is more apparent in markets where the costs of Internet access are low, so that there is minimal incremental cost to the customer in sharing their service with others, and clear positive network externalities in doing so.

Public WLANs or hotspots can also be used to access corporate networks directly (not via the Internet). This is the case where the WLAN service provider also provides Virtual Private Netwwork (VPN) services to the corporate. This can been seen as another form of mobile data connectivity, and rather than a corporate user dialling into a corporate network via a Virtual Remote Access Service (VRAS) solution, or accessing the corporate VPN via General Packet Radio Service (GPRS) or High Speed Circuit Switched Data (HSCSD). This solution can also provide substantially greater bandwidth than can the similar GSM or analogue dial-up solutions.

Corporate WLANs are sometimes left open to the public, occasionally deliberately, but more often because of poor security practices in the administration of the WLAN. This security issue leads to a private WLAN also becoming a public WLAN.

3.3. Local loop

Increasingly WLAN equipment is being used to complement fixed line local loop infrastructure. Moreover, WLAN equipment is also being used for redundancy purposes as well as to reach rural areas where fixed lines are uneconomic. In South Africa at present, there are several companies selling long-range wireless Internet access using WLAN equipment. The wireless connection in these cases spans thousands of metres and is not limited to a single premise. As such, wireless infrastructure is an extremely cost-effective way to bridge the last mile to the customer. A cost that has historically remained one of the largest components of telephony provisioning. There is also significant market demand for this service.

Under the present legislation the provision of this type of long-range Internet access service is deemed illegal. This presents a two-fold problem for ISPs. 

Firstly, for reasons alluded to above, most, if not all ISPs would like the opportunity to be allowed to provide wireless Internet access services to their customers. The technology is so practical and so economical that using it makes excellent commercial and consumer sense. For that reason, its continued illegality remains enormously frustrating to ISPs in a highly competitive and dynamic market, seeking to grow their businesses and offer improved service quality.

Secondly, because there are a number of operators currently selling wireless Internet access services in South Africa illegally, the continued legal impediments to equal service provision for all ISPs create a skewed market by facilitating rewards for risk taking companies to lure customers away from law-abiding ISPs who do not offer (illegal) wireless Internet access.

This issue needs urgent and decisive attention. The current erosion of customers from established Internet access providers to innovative, yet illegal wireless operators is damaging to the market. It creates significant uncertainty for both customers and the industry as a whole. At the same time, inhibiting innovation and blocking the deployment of dynamic and cost-effective technology carries enormous attendant risks in the ICT sector generally. 

ISPA questions whether ICASA has sufficient resources to adequately and fairly police this sector of the market. More importantly, we respectfully query whether, given the benefits of this technology, this is an appropriate usage of resources. We therefore suggest that it might be more effective for telecommunications policy to instead promote the potential of WLAN for local loop to the benefit of all, preserving regulatory resources for areas clearly requiring monitoring and enforcement.

Business cases for public WLANs

4. The Discussion Paper asks:

The Authority is interested in the business case for public WLANs in South Africa, where possible; kindly provide information on the business case for WLANs in South Africa? How is it different from/similar to the business case in other jurisdictions?

As noted above, public WLANs (“hotspots”) may be commercial or non-commercial in nature. Non-commercial hotspots have no business case, and are usually community driven. These sorts of shared hotspots only occur when the costs of upstream telecommunications are relatively low.

Commercial hotspots follow a variety of business models, some of which are described here:

· A company may provide wireless Internet access to customers at no charge as a secondary benefit to boost the sales of other goods or services. For example, a coffee shop that provides free wi-fi (wireless fidelity) access will benefit from extra cups of coffee sold to a customer staying longer to use the access. The cost of the hot spot is absorbed as a marketing expense.

· A company with existing Internet access subscribers may wish to extend the access service to include wi-fi access at public locations, using the subscribers’ existing logins. The existing service provider may charge a premium for this service, or may include it as part of the standard access service. The service provider would need to enter into a business relationship with the owner/landlord of the locations at which service is to be provided.

· A corporate may wish to provide a secure mechanism for members of staff to access the corporate network from locations such as airports or nearby coffee shops. The hot spot service provider operates the wi-fi equipment and provides a secure onward connection to the corporate network. Here, there is a business relationship between the corporate and the service provider.
· The pay-per-use Internet access model is however, arguably the most obvious. Users of the wi-fi access service pay for a login that is valid for a certain amount of time. Here there is a business relationship between the user and the host, as well as between the host and the onward Internet service provider.
It is important to realise that one hotspot could make use of several of these models simultaneously. A hotspot at an airport might, for example, offer:

· Free access for subscribers of a specific ISP

· Free, secure access for specific corporate users

· Pay-per-use access for other customers

This hotspot might also rely on income from all three sources (subscriptions, corporate fees, direct customers) in order to be sustainable.

In South Africa presently, very low revenues are being derived from public WLANs. These revenues are expected to grow with the advent of regulatory certainty.

4.1. Jurisdictional differences

The most significant difference to the business case in other jurisdictions is the underlying cost of telecommunications infrastructure required to connect wi-fi access points to backbone infrastructure. The lack of competition means that the costs to hot spot providers to run a hot spot are significantly higher in South Africa than they are in jurisdictions with more competition. This in turn makes it harder to establish a business case for the operation of public WLANs in South Africa.

Creation of a new service category

5. The Discussion Document states:

The Authority seeks […] comments on its intention to create a new service category in terms of section 33(2) of the Telecommunications Act for wireless internet access and to exempt that service from a licence.

In line with the previous question, the Authority proposed the following definition for wireless Internet access and seeks your comments thereon:

“Wireless Internet Access means: Internet access obtained over short distances using low power radio signals instead of traditional network cabling”

ISPA fully supports the exemption of Internet access via WLAN from licensing requirements. Subject to the potential changes that may occur as a result of the new convergence policy process, creating a new service category in terms of section 33(2) seems to be one method of achieving this. However, ISPA questions the necessity of a new service category. The provision of Internet access via traditional wired-LAN infrastructure, in the case of an Internet Café for example, does not have its own service category, and yet is still permitted.

ISPA also notes that the suggested licensing approach is limited to just one use of WLAN infrastructure. It must be noted that commercial WLAN services can be provided that do not include Internet access, for example, a video store might transfer digital copies of movies to your PDA or Notebook using WLAN technology. The new service category should thus also consider the use of WLAN infrastructure for purposes other than Internet access.

The Discussion Document continues:

The Authority further proposes that such service category, if created be permitted without a telecommunications service licence where:

a) The service is provided on a single premise;

b) The service falls within the limits of a low power device; and

c) The person providing the Wireless Internet Access is using the services of a licensed VANS.

ISPA has the following comments on these conditions:

· The term ‘single premise’ is poorly defined, and may introduce some artificial limitations on common applications of WLAN technology. Potential applications that could be affected are the use of WLAN technology in shopping malls, town house clusters and office campuses. Any conditions on WLAN services should take into account that WLAN equipment is CPE, and will be used as such by the owners of shopping malls, town house clusters and other properties that may not be single premises.

· Clarity is needed on the meaning of ‘low power device’. Improvements in technology are rapidly improving the ranges of wi-fi devices without any increase in power, so this condition is not a good way to limit the range of the devices. Additionally, this condition places limits on the wi-fi technology, while regulation should remain technology neutral.

· Service should be permitted where the person providing the Wireless Internet Access is using the services of a licensed VANS, where the person is a licensed VANS, or where the person is using the services of a licensed multimedia service provider.
These modifications are suggested to cover the case of a VANS provider that is also the wireless Internet access provider, and the case of a wireless Internet access provider obtaining Internet access from Sentech.

Rights of licensed operators

6. Finally, the Discussion Document requests as follows:

Please provide your views on the relationship between the provision of wireless Internet access via WLANs and the existing rights of licensed operators (e.g. VANS, Mobile Cellular Telecommunications Service licensees, Public Switched Telecommunications Services Licensees, etc.)

For both the “Private” and “Public” WLAN market areas identified in the Discussion Document, the WLAN infrastructure essentially replaces wired LAN infrastructure. Since the provision of LAN equipment is not governed by licences, these scenarios do not prejudice the rights of existing licensees. On the contrary, legislation enabling the development of public WLAN hotspots will fuel the demand for other services from licensed operators.

The third WLAN market area identified by ISPA, where WLAN is used as a replacement for local loop infrastructure clearly has a more significant impact on licensed operators. Operators providing such services are essentially providing PSTS without a licence, often bundled with VANS (for which they may or may not be licenced). This prejudices the rights of existing PSTS and VANS licence holders. However, subject once again to the new convergence policy process, this may require some reconsideration. 

Conclusions

ISPA welcomes ICASA’s proactive investigation into this issue. We are mindful of the difficult task facing the Authority of regulating in a highly dynamic market, whilst also having to juggle the demands of new policy processes outstripping the pace of regulation. In addition to the reasons cited above, we strongly believe that this service sector should be deregulated as far as possible, freeing the regulator and the Department of Communications to focus on other more pressing challenges.

We also note that urgent action is required to address the problems in the local loop/wifi arena, where the market for legal services is being eroded by the provision of illegal services.

Where competition is present, and where consumers benefit, anything more than the lightest touch regulation may risk stifling the growth of an otherwise healthy and dynamic technological access solution. As such, ISPA supports the exemption of hot spot services entirely from licence requirements. We urge ICASA to allow the market to determine deployment and usage – a driver of growth fuelling WLAN technologies in other jurisdictions that allow free and unfettered development of wireless Internet access.
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