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Christiaan: I just wanted to say welcome to everyone who's tuning in from different places around the world 
for what is already our fifth conversation in our transformer States conversation series on the digital state and 
human rights. Now at the outset of this conversation, I just wanted to say that this live conversation will be 
recorded and will be made available later on our YouTube channel and also on our webpage and for our 
audience members tuning in, please be aware that there will be a Q&A about 45 minutes in. So if you have 
any questions, please go to the Q&A button at the right bottom of your page where you can ask questions 
to our wonderful guests here. 

Just a little bit of introduction for each of the conversations in this series my colleague Victoria Adelmant 
and I interview a human rights practitioner, academic or other expert about a specific case study of digital 
government and its implications for human rights. And those conversations are typically about an hour. And 
as those of you who've joined us before. Those of you who are becoming regulars by now will know is that 
the aim of this series is to introduce the wider audience of human rights, students, academics and also 
practitioners, as well as a more general audience to the implications of digital government for the field of 
human rights. And there's also a second objective that we have with this transformer states conversation 
series. And that's the formation of what we call a community of practice. That's a community of people who 
are interested in the issues that we discussed. And so we don't only have the conversation series, we also have 
a blog series, which is filled with content by students, by academics and by practitioners. And we hope that 
our webpage and the series overall will become somewhat of a hub for information exchange and other 
forms of exchange on the rise of the digital state and human rights. 

Now, today we'll talk about South Africa's Social Assistance Program and how the delivery of these cash 
transfers was monopolized by one specific private company and its digital payment infrastructure. And I must 
admit the facts in this case are rather complex. And many of you who are watching I imagine will not be 
familiar with the basic facts of this case. So for this one conversation, let me just start with a very quick, very 
high level overview. So first as the South African constitutional court wrote in a judgment in 2017, one of 
the signature achievements of the country's constitutional democracy is the establishment of an inclusive and 
effective program of social assistance. Today, more than 17 million South Africans of a population of about 
60 million receive social grants, cash transfer. And that includes for instance a child support grant and an old 
age pension. And today's conversation with Lynette Maart who leads the South African Human Rights 
Organization, The Black Sash. We will focus on the delivery of these cash transfer payments and how the 
delivery was captured in 2012 by a company called Cash Paymaster Services or in abbreviation CPS and the 
South African Social Security Agency SASSA, a term you will also hear very often today manages the social 
assistance system and they contracted with CPS in 2012 to make it the sole company to deliver social 
assistance transfers nationwide in South Africa. 

Now, CPS, which had previously before 2012 delivered cash transfers regionally to millions of all South 
Africans by that act by the tender of 2012, became the de-facto monopolist to deliver those grants 
nationwide. And while the award of the tender to CPS was declared invalid by the constitutional court 
shortly after the tender was done it then took until 2018 for the South African Post Office another 
abbreviation SAPO to take over the contract from CPS. An important reason for this almost five-year delay 
was the fact that SASSA had become completely reliant on this one provider and its digital delivery 
infrastructure for the payment of social grants. And one question we will explore today with Lynette is how 
SASSA was locked in by the digital payment infrastructure built by CPS and this reliance on one company 
and its digital infrastructure was actually lamented by the constitutional court in another judgment in 2017 
in quite strong terms, the court wrote and I quote, "This court and the country "as a whole are now 
confronted "with a situation where the executive arm "of government admits that it is not able to "fulfil its 



constitutional "and statutory obligations to provide "for the social assistance of its people "and in the deepest 
and most shaming of ironies, "it now seeks to rely on a private corporate entity "with no discernible 
commitment "to transformative empowerment "in its own management structures, "to get it out of this 
predicament." The term lock-in we should add was borrowed from an incredibly interesting 2019 article 
but the academic Keith Breckenridge who details the history of CPS and its parent company Net1. And he 
argues that the failure and reluctance of the state to find an alternative to CPS, quote, "followed from the 
company's tenacious "and very successful engineering effort to "build a locked-in infrastructure "and multi-
layered and dependent customer base." So today we will focus on the consequences of this digital 
infrastructure lock-in in South Africa's Social Assistance Program for its beneficiaries, for the state, including 
SASSA and the monopolist itself. Okay, that was a quick summary. I hope quick enough, let me know 
introduce my fantastic colleague Victoria Adelmant, together with whom I interview our guests in this series 
and who works with me on the Digital Welfare State and Human Rights project at the Center for Human 
Rights and Global Justice at NYU Law. Victoria, over to you. 

Victoria: Thank you very much, Christiaan. Hello everyone. And thank you very much for joining us. I 
have the pleasure of introducing our speaker for today. As Christiaan mentioned, Lynette Maart has been 
the national director of The Black Sash since 2013. And she was a key figure in conceiving of and managing 
The Black Sash's very successful "Hands Off Our Grants" campaign which we'll be talking about in today's 
webinar. Lynette also co-chaired a ministerial task team which had been constituted by the former minister 
Dlamini to find solutions for unlawful and fraudulent deductions from social grant bank accounts. Again, the 
subject of today's conversation. We're really lucky to also have Hoodah Abrahams-Fayker here on the 
webinar as well. She's the advocacy manager at Black Sash and has a lot of experience in impact litigation. 
Hoodah might come in at points throughout the conversation and perhaps in the Q&A at the end as well. 
And that's my opportunity to remind you to please send in questions because we will have a Q&A at the 
end. So if you could send questions throughout the conversation that would be excellent. So our 
conversation today centers around a particularly concerning episode within the South African social grants 
system but as Christiaan mentioned, the facts and the background to this story are quite complicated. So for 
the benefit of our international audience, I wonder if, Lynette, you could first set out the broader context 
here and give an indication of the importance of social grants within the South African constitutional system 
as well. So could you explain to us in a general sense what are social grants in South Africa? Who do they 
go to and what has been the role of the South African Social Security Agency in delivering grants, especially 
how this relates to human rights and the right to social security in the South African bill of rights. 

Lynette: Okay, all right, first of all let me begin, thank you very much Victoria for the introduction and 
thank you to all the listeners and viewers across the world. It is indeed an honor to be here and to be talking 
to you today. The South African constitution in section 27 makes provision for the right to social security 
including if you are without means the right to social assistance. Social assistance is dispensed through what 
we call social grants. There's a total of seven. They include old age, disability for those who are of working 
age, the child support grant, a battery of other grants, foster care, etc. To just mention a few. But then there's 
also the social relief of distress measures such as food parcels in the event of national, natural and other 
disasters. And more recently we have seen because of the COVID pandemic, the introduction of what they 
call COVID-19 social relief of distress grant and the caregiver's grant valued between 350 and 500 Rand. 
Each of the social grants are means tested. In other words, it's determined on the single or joint assessment 
of income and assets. And the grants are made available to people who do not have any or little income. 

The South African Social Security Agency, SASSA, has been brought into existence through the SASSA 
Act, There is a particular Act for SASSA, and it's responsible for the administration of social grants and where 
necessary social relief of distress measures. The act makes provision for outsourcing of components of this 



function. And the executive officer of SASSA is responsible to the minister of social development. So there 
is concurrent powers there, but with the minister being able to overrule those powers. Now, one of the key 
arguments for the establishment of SASSA was to standardize grant payments services, consolidate and 
maintain a registry of all grant beneficiaries and minimize the losses to the state due to fraud and corruption. 
Prior to that, prior to the establishment of SASSA, grants were paid via provincial departments of social 
development, and they were outsourced to mainly three commercial companies including AllPay and Cash 
Paymaster Services which you will hear a little bit later about the payment of grants is governed by the Social 
Assistance Act.  

And it's accompanied by regulations which are amended from time to time. So those eligible will apply for 
the appropriate grants. There is no social assistance grants currently for those between the ages of 18 to 59, 
who are unemployed who have no little, no or little income, despite the fact that the constitution is very 
explicit about the fact that those without means must receive assistance. And this is just one of the campaigns 
that The Black Sash has been taking up. Currently the public are invited to comment on the regulations to 
support the amendments to the Social Assistance Act, which closed today, we worked very hard prior to 
coming here to get that submission in, but it now makes provisions for top up to the child support grant due 
to the bottlenecks that had complicated and onerous legal requirements. We also asked for an inspectorate 
and that's now in there but what is interesting just to note for this conversation is that the new regulations 
also introduce a regime of digitization from electronic communication to electronic signatures, including 
biometrics but that's a discussion for another time. We also need to take account of the protection of social 
Personal Information Act that also came into effect and runs as an impact on the work of SASA. Thanks. 

Victoria: Thanks very much. It's interesting that you mentioned already that from the very outset of SASSA's 
inception fraud was a sort of key part of the mandate there and biometrics have been brought in. So that 
really takes us to the role of CPS, Cash Paymaster Services. So as Christiaan mentioned in his introduction 
CPS is a South African company which is a subsidiary of Net1, and in 2012 it won the tender for the sole 
contract with the South African Social Security Agency to design and deliver social grants as part of this 
consolidation that you've just mentioned. 

A key reason for which CPS won the tender is its payment infrastructure. The World Bank has praised 
Net1's technology as very "impressive." So I wonder if you could explain to our audience how this payment 
infrastructure works that CPS relies on and uses for the delivery of social grants? 

Lynette: Let me first start by just giving an outline of CPS and how it came about, and then go into how the 
system works because one needs some understanding there. So Net1 was founded in 1989 as the brainchild 
of a man by the name of Serge Belamant, a South African IT specialist of French origin. In the early '90s, 
Belamant tried to persuade South African banks to use his UEPS system but they didn't really take it seriously. 
So a breakthrough came in 1995 when he was hired by Visa. And it was during that time that Belamant also 
established the Net1 UEPS technologies in Florida that was in May, 1997. In 2004 Net1 and I'm now just 
going to refer it to Net One acquired a company that was publicly listed called Aplitec and it was listed on 
the Johannesburg stock exchange. It delisted that company and renamed and listed Net1 on the Johannesburg 
stock, sorry the New York stock exchange first in 2005 and then Johannesburg stock exchange in 2008. 
Now the acquisition of Aplitec was very important because Aplitec had a subsidiary called Cash Paymaster 
Services, which was founded in 1971 in South Africa. And CPS was previously owned by first national bank 
with contracts worth 54 million to distribute social grants to about 1.2 million in four provinces. And so that 
was a very important issue for the Net1 companies because it now had a base to work from. 

So if we look at Cash Paymaster Services it's a vehicle of Net1 to pay grants, just to note that the proprietal 
Universal Electronic Payment System or UEPS as it's called, offer digital connectivity outside of the South 



African national payment system. And the infrastructure also include ATMs and retailers and this link to Visa 
meant that the technology- and the technology plus the connection with Visa meant that the system could 
bypass the South African Reserve Bank. And that's very significant for a number of other reasons. So for the 
implementation of the SASSA contract, Net1 founded a partnership with Grindrod Bank, a small shipping 
bank with a numb, a small number of branches, mostly based in port cities, Johannesburg and the other one 
was the was the relationship with MasterCard that was established prior to this. Other Net1 subsidiaries that 
will play an important role in as the story unfolds is Manje Mobile for airtime and electricity, Smartlife for 
funeral policies, and Moneyline for loans. 

Now I'm just going to cite a quotation from Net1's business strategy in 2009 when it was on a particular 
path. And it says that they will pursue a strategy of what they called first wave, second wave business model. 
And what this meant was that first wave we seek to identify an application for which there is a demonstrated 
and immediate need in a particular territory like South Africa, and then sell and implement our technology 
to fulfill this initial need. As a result, we achieve the deployment of the required technology infrastructure, 
as well as the registration of a critical mass of cardholders. Please note critical mass of cardholders. During 
this phase, we generate revenues from the sale of our software and hardware devices as well as ongoing 
revenue from the transaction fees, maintenance services and the use of our biometric verification engine. 
Once the infrastructure has been deployed and we achieve a critical mass of customers, we focus on the 
second wave which allow us to use the infrastructure to provide users at a low incremental cost to us with a 
wide array of financial products and services for which we can charge fees based on the value of the 
transaction. Now, one needs to apply that in the South African context and which we will do as we go 
further. So just a brief explanation of how the system works. 

So when a grant beneficiary applies for the grant, they are required to provide personal data such as an 
identity document and a cell phone number. This information, and the payment file from SASSA, would be 
stored on a proprietary database of Net1 for which all Net1 subsidiaries, and those with devices have access 
too. Secondly, a beneficiary would then be issued with the SASSA or SASA branded Grindrod bank account. 
And that is a biometric smart card. The bank account has the features of a checkbook, in South Africa, we 
call it the checkbook and a checkbook is only available to those above a threshold income. And it include 
features like USSD transactions, debt and debit orders in particular, there are other features but I wanna note 
those for now. The funds are then transferred on a monthly basis. One week prior to payment, straight from 
national treasury into the banking account of CPS. And then CPS will distribute the money into the Social 
Grant - SASSA-branded bank accounts. From those accounts because of the features the deductions will be 
made from the bank account for airtime, electricity, funeral policies, loans, and even [indistinct.] 

Complaints, the complaint system would be, in South Africa we call it the administrator of justice or recourse 
is through a call center. And we also want to note that the calls are only free if you phone via a landline. 
Now in South Africa, only 5% of the population have landlines, the rest work via mobile phones, and there's 
5% of the population that doesn't have any access to a telephone line. So just to give us an intro, CPS won 
the tender in 2012, following a change in the tender specification by SASSA a week prior to the deadline 
for submission. This change required that the service provider must have biometric capacity. AllPay, as I've 
mentioned earlier on, a previous service provider, took the matter to court and in 2013, the Constitutional 
Court of South Africa ruled that SASSA's contract with CPS was constitutionally invalid because of the last 
minute changes to the tender specification that required this biometric capacity. And secondly, because the 
broad-based black economic empowerment provisions were never vetted. 

Victoria: Thank you so much Lynette, that's a great amount of information. So thank you so much. I want 
to go back to really detail the physical infrastructure that you've talked about in your answer there. I think 
it's really important to bring out what's special about this and why CPS and Net1 will have been particularly 



attractive to SASSA within this tender process. So you mentioned the Universal Electronic Payment System, 
for example, UEPS, and also the sort of biometrics element of CPS. So am I right in thinking that Cash 
Paymaster Services was sort of itself the specialist effectively in the biometric devices while Net1 has this 
infrastructure, the Universal Electronic Payment System, that spreads into rural areas and works offline? 

So I think that one of the kind of main draws of Net1 within this contract will have been the very attractive 
way of delivering social grants in that these networks of payments reach into areas where banks and the state 
itself and other companies and roads as well don't reach. I wonder if you could talk a little bit about that 
element of reaching into the sort of unreached areas? 

Lynette: Yeah. Okay, so I think I have mentioned it, but let me just restate it. In terms of the infrastructure, 
Net1 because the system could work offline and you could see data, and we've seen that over and over again 
is that Net1 would then have teams operating, but these teams were operated by CPS. CPS was basically the 
legs of Net1. Net1 owned the technology, owned the data owned the system, etc. But CPS would go out 
and teams of people would service very very rural areas on the grant. And that was in the requirements of 
SASSA, One of its rules is that grant beneficiaries have to be paid within a five kilometer radius of where 
they reside. And so that made it very easy for people to just within walking distance, go to a pay-point, at 
the time there was about 10,000 pay points across the country and those 10,000 paypoints, people could 
have access to any of them, with SASSA paying the fees of about 2 billion Rand per annum, and over five 
years it was 10 billion for that service. 

Victoria: Thank you very much. That's so important to sort of understand how from the perspective of 
SASSA, this may have been particularly promising in terms of it seeming perhaps quite easy for beneficiaries 
to be able to access the grants in that way. And another thing that I wanted to sort of pick out from what 
you mentioned there as well, was the partnership with Grindrod bank as well. So you mentioned that CPS 
had partnered with Grindrod and it opened 10 million bank accounts for recipients. So I just wanted to see 
what you think about the ways in which this system did and could help to better include poor people into 
the financial system. What was the promise of financial inclusion here? 

 

Lynette: Okay, let me just say that Grindrod… Net1 and CPS used their banking infrastructure. In other 
words, what we call a switch, because to operate as a bank in South Africa, you need a switch. And so 
Grindrod had the switch, but the opening of the bank accounts was really done by CPS. The "foot soldiers" 
of CPS opened the bank accounts when they go and visit these places, the community halls. So the portable 
infrastructure could move around quite quickly. It wasn't opened in a bank in one of Grindrod's offices, it 
was opened where people are, at those pay points and then handed to people. 

Christiaan: … Thanks so much for introducing us into what we're discussing today. And as I said at the 
outset, I think it is quite complicated for those who've never heard this story. So I'm very grateful for you 
to sort of take us through the basics but we now want to highlight the work that The Black Sash has done 
specifically around exploitation of social grant beneficiaries that happened here by Grindrod bank and 
especially by CPS and Net1. You have a great track record over the last decade, more or less of advocacy 
campaigns around financial exploitation that happened in the context of Net1 slash CPS delivering these 
social grants. And just to start off that story I'm very interested in how you got involved in these cases in the 
first place to sort of take us to the early days when you as a social security rights organization, first became 
aware of the problems here, what triggered your involvement? 

Lynette: Okay, can I just add something to the previous question, and then I will come back to your question 
in particular? Now when CPS and Net1 came on board with SASSA, the big narrative was "banking the 



unbanked." In many of these rural areas, people like to receive the money in cash because there's no 
infrastructure but as people have a bank account, the money is now put into the bank account and then they 
can withdraw it as cash at the pay point. So there was all over the media, etc this financial inclusion of 
"banking the unbanked," secondly, it was the technology. And the fact that the technology would prevent 
fraud. Thirdly, it was the biometrics because often people forget PIN numbers and those kinds of things. 
And then it was the bank accounts. The fact that the bank accounts could do a whole range of things, not 
just like a normal savings account. And then the fact that it was in the rural areas. I just want to stress those 
points. 

But going back to how we became involved was we have offices around the country, we also have a helpline, 
we also do monitoring in various areas that we choose to see how the system is working during our work 
on the CMAP it's called, community monitoring and advocacy project funded by the EU at the time, we 
were going interviewing people with a specific set of questions and these deductions started to come up. 
And one of the stories of the Northern Cape was that women would go in the middle of the night in their 
pajamas and blankets to draw the money so that they can beat the system and get the money out before that. 
And so we continued to collect these stories. 

One of the other stories was a woman by the name of Ma Grace, who lived in a place called Maquassi in 
the Northern Northwest province. The organization that we worked with there was the advice office. And 
they brought this case Ma Grace is an elderly lady. She doesn't have a cell phone and yet they were these 
deductions always under 100 Rand coming off her account and on further investigation between ourselves 
and the advice office, we discovered, hold on, its for airtime and it's every month and the amounts are 
varying but they're all under 99 Rand. And so one of the things that we did was to ask for the meeting with 
the Minister of Social Development. We took Ma Grace to our first meeting. It was the first time that Ma 
Grace traveled in an aeroplane. And we've agreed that the beneficiaries must be in the meeting also speaking 
about the issues that affect them. And so after she told the story, in fact, Ma Grace the minister said, no, she 
didn't want our translator, she wants somebody else to translate for her so that she can get the true story. She 
interrogated Ma Grace, asked for her ID, some official left the office to go and check her ID, came back and 
told us a long story about the fact how relatives are using other people's cellphones and so on. And that they 
must protect that. And eventually conceded that Ma Grace's story was genuine that she did not have such a 
deduction or a cell phone. And so she promised in this meeting to refund Ma Grace and that opened the 
door began to open the door for us to bring other recourse issues and complaints for her to deal with. In 
that first meeting, she agreed to set up a ministerial task team that would look at deductions these unlawful 
and fraudulent deductions and it comprised civil society organizations. I was one of the co-chairs and then 
senior government officials from SASSA and DSD to explore and look at these issues. 

Some of the issues that we brought other cases that we brought up before that the ministerial committee was 
a man by the name of Mr. Bani, also an elderly gentleman in his 70s at the time, had been experiencing 
deductions and he has been to SASSA, he has been to CPS, to the South African police, he has been given 
the run around from he had to come back to at his own expense, to try and understand and find information 
that would lead him to understand why is there a regular deduction, and it says he had taken out a loan. We 
had given it to the officials, they followed it up. They couldn't find anything. Eventually we took it to the 
provincial parliament. We raised this issue in the provincial parliament and suddenly they were in the news 
after a newspaper article an organization called us and said, look, this looks like as if it's one of our deductions 
and it is for a man that lives in the Eastern Cape. Now, Mr. Bani lives near Cape Town. He lives in and he 
lives near Cape Town. He has not been traveling to there, all his business he conducts here. And so he was 
asked to actually go and settle that matter in the Eastern Cape of which he had no knowledge of. And so 
eventually we got a feedback from the company to say that there was one digit wrong with the loan number. 



And that's why all the money was coming off Mr. Bani's account but just imagine an old person having to 
go from year to come back to try and find recourse. 

And we realized that it was not only the deductions, but the recourse that was the huge, big problem with 
a call center that never really answers calls or it deflects calls, or sometimes people get an English person or 
an Afrikaans-speaking person on the line. They could never really get an answer in the language of their 
choice. And often they have to, because the calls were not free. You have 10 Rand airtime and the call goes, 
it's finished, you know? So we began to build the story around not only the deductions, but also the recourse 
mechanism that was so defective in turn. Add one last case, now in 2015, Net1 realized, CPS and Net1 
realized that the contract with government might be terminated because the constitutional court had asked 
that there be a reissue of the tender for the contract. In 2015, they set timelines for that to happen. And so 
they, somewhere in mid 2015 they introduced a product called EPE or Easy Pay Everywhere and what we 
saw in that instance happening. So if you have a bank account with Grindrod, you can have a savings account, 
a checkbook account you can have a loan. And so what they literally did was to take the SASSA-Grindrod 
bank account then open on that same account because there is already an existing bank account the Easy 
Pay Everywhere account into which they would then pay the loan but they would also transfer directly from 
the SASSA Grindrod bank account the money that's paid for grants into the EPE account. 

And we saw with, from the cases like Jacob in Cirrus near Cape Town, people walked, said you wanted to 
loan said, okay, I'll take the loan but made him his electricity, they gave him a biometric device to put his 
finger on without explaining everything or what how it will work, etc. And in the end, he had signed for 
his money to be transferred into that account. All in his lounge, all of that could happen in his lounge. And 
when he tried to stop the account, the challenges with recourse, as I explained earlier, became even more 
severe. And at one point he just said, I can't speak English. I'm speaking in Afrikaans. Is there not somebody 
that can help? And they dropped the line on him. And for him to go, he had to travel to a place called Vusta, 
which is about 120 kilometers away from where he lives to go and get recourse. So you can just see for the 
rural people the problem was even more complex. 

Christiaan: Absolutely. Just before the next question, I want to say to our audience members that you are 
free to ask questions in the Q&A function which is at the bottom of your screen. So if you have any questions 
for Lynette or for us, do feel free to ask them. 

Lynette, just to follow up on a thing you said just now because you told us about a few stories of poor social 
grant recipients who had the deductions from their accounts happen. But I think what's very interesting for 
our audience members who are not aware of the detailed facts of this case is how did this relate to how CPS 
and Net1 operated and how did it relate to their overall digital payment infrastructure that they built? So 
what might not be clear yet for our audience members is how exactly did they go about this? That's perhaps 
the first question here. Secondly, I'm wondering that sort of exploitation that happens what was the ultimate 
scope of it? So how many people did you find out in your follow-up campaign "Hands Off Our Grants" 
were affected by this, and did SASSA know? Was SASSA aware of this? Or, as your story of Ma Grace sort 
of intimates were they not really on top of this? Because a lot of this happened within Net1, within CPS 
outside of the oversight of SASSA and other regulators like the banking authorities. So take us to what 
happened with these deductions. How did they go about it? How did this relate to their business model? 

Lynette: Okay, so let me take you back to the five steps that I've explained earlier on. So the first one is 
when a grant beneficiary applies they provide their personal data. So their ID documents, their cell phone 
numbers are all stored on a proprietary database, owned by Net1, this, and the Constitutional Court ruled 
in the AllPay case, and in the Black Sash case that the confidential data of grand beneficiaries must be 
protected. And it must only be used for the purpose for why it was collected. And so they've built a 



proprietary system where they have the data of grant beneficiaries. So people would say, they would say to 
people, but you can't take out a bigger loan. And Mr. Bani was horrified when they said but you also have 
a bank account somewhere else. And he said, where did you get this information, did I give you permission 
to get this information? So it's if they've taken the data made it proprietary and then share it within their 
network and within all the Net1 subsidiaries, like Moneyline, Manje Mobile, etc. And then they also gave 
others access to it outside of the immediate subsidiary based, but it was proprietal. And so you have to pay 
for it to get access to it. 

So the second one was … so they have your data now. The second one is with regards to, so they will 
activate ways to sell you airtime, electricity, funeral policies from SmartLife and loans from Moneyline. And 
what they had banked on was in fact, this biometric smart card. So, they now have your biometric data in 
the database. They can match that quite quickly but also the features of the bank account. This USSD 
transactions that can come through that account and the debit orders in particular that can come through 
that account. Once you have given permission for that product they then have access to your bank account 
and they can then take in and out whatever to make good on the things that they have sold you or not sold 
you, because the system also works on a basis, particularly for the biometrics, there's the one to one matching. 
In this instance, there was the one to many matching which means like Mr. Bani's case that the matching 
could be completely off. 

In Ma Grace’s case, there is no real explanation of how that somebody could access her bank account but 
it's got to do with this one- to-many matching that was in the system. So it was guaranteed that they would 
be paid, because of the structure of the bank account, it was guaranteed that they would be paid. And then 
the other issue was that they controlled the money. So in other words, the money came from national 
treasury directly into the CPS bank account and then distributed in these Grindrod bank accounts. And so 
they know when payments are made they'll stop debit orders or whatever tied to exactly the time that it will 
require for them to get their money first. 

And then the other one was the defective recourse system. In other words, so they've sold the products to 
you. They make it very difficult for you to get recourse in any way we lay complaints. Eventually in, as the 
pressure was building, Net1 and CPS had introduced a ombudsman to try and ensure that grant beneficiaries 
are heard but there were also a lot of defectiveness with that. I hope I've answered your question. 

Christiaan: Yeah, definitely. And I mean, you do a great job of explaining something that's highly 
complicated. I think for me, at least but that might be personal. I think probably also for a lot of the people 
who watch this. Maybe to follow up briefly on this before we move on, there's a clear digital component to 
this here. There's also clear component of them creating basically an alternative banking system right outside 
of the formal banking system in South Africa which allows them to evade regulations and the oversight that 
would be normal in this sector, and gave them a lot of control, as you said, over the monthly payments that 
come in and automatically making deductions the moment it comes in. So there's very little risk of default 
for CPS and especially Net1's financial product sister, daughters, so to speak, Moneyline and Easy Pay and 
so on. 

I wanted to briefly ask you about this very material aspect of it far less sort of digital and high-tech than 
we've talked about before. And those are two things, one as I understand it. And as you said, these "foot 
soldiers" for CPS they were there in rural areas at times when the payments were made at the beginning of 
the month, but then they were on a contract with SASSA, with the authorities and they had time for the 
rest of the month to then also sell these other products. And then at times the same people working for CPS 
they worked in SASSA's offices to take complaints. So there's a very interesting mix it seems, between the 
same persons who give you your money they're from a private company they're also selling you private 



products. And then they're also, you know the direct person you go to for recourse in some of these regional 
offices for SASSA. So I wonder if you could talk briefly about that. 

And the other material aspect that I'm interested in is, you know, we've talked about biometrics but 
ultimately what we're talking about is a print, right? A fingerprint. And how if you can't read or write that 
act of consent doesn't happen by reading something and signing your signature. But it happens by putting 
your fingerprint on a scanner. And obviously a lot of these financial products were sold with consent but 
people weren't not sure that they were consenting, because basically someone took their hand, physically 
pushed it on a machine, and that was it. So let's talk was- I was wondering if you could talk a little bit about 
those very material physical aspects of this digital payment system. 

 

Lynette: Yeah, let me start with the biometrics. So the way in which they would lure people into this process 
is by saying, if you want a loan you need to sign up for the Easy Pay Everywhere account. So if somebody 
is desperate, they will then sign up for the loan, but in doing so, they sign up for a whole range of other 
things using biometric fingerprint. And so the question that stood out for us was how biometric, what we 
call authentication and verification in the banking system works. And remember at the time when this 
contract came into existence the South African Reserve Bank did not have a framework for biometric 
authentication and verification. In fact, at one point SASSA also tried voice verification and the elderly 
people had a huge problem with this because they would wake up in the night, their voices would be groggy 
in the morning, when midday it would be, and eventually they scrapped the verification, the voice 
verification element. We know that there's also Retina and other.  

One of our struggles at the moment with the current regulations is the fact that they are talking about 
biometrics in its broader sense and it's not narrowed to a fingerprint or to whatever, they could introduce 
over time any other biometric element including blood testing or DNA. And then where do we sit? So this 
thing of biometrics was a very new element introduced by CPS on the understanding that it will prevent 
fraud. And also that elderly people will forget their PINs, and so it's quite easy to get them to comply with 
the system rather than, and I mean, some still do ask, like because it is easier, but the downside of that is this 
issue around the fact that they are illiterate people, are often duped quite quickly into something that they 
haven't read. It's all on the screen. It goes minute by minute quickly. And then you've given permission for 
a whole range of things. There's also no education linked to that.  

With regards to this element of the same people, same pool of people. Yes, they are managing the pay point 
on behalf of SASSA or as a SASSA contractor, CPS, they would then sell in the community, in the local 
community. And I mean, we've had whistleblowers who stepped forward and said, they are asking to target 
these very poor people with these products. We have to reach these targets at these points. And it's really, 
really a challenge because you know that people are struggling and that they cannot afford these loans. And 
so there is pressure building up in - because those people also live in the community. And so sometimes 
people associate them and they can't make the distinction between that this is the same person who pay my 
grant who's now coming and saying, you know buy this product or that product and buy a loan, etc. So 
people would trust on the basis of that. There isn't really a separation of powers. And that also conflates a 
whole lot of things. And that in and of itself was a huge nightmare because when people go and ask them 
for recourse they say, but it's out of our hands. You must call the call center and the call center will help 
you, you know, but they control the entire system. From payments to recourse, there was no separation of 
power. And that was also an issue that we raised with them. 

Christiaan: That's a very relevant aspect that you've highlighted the fact that the recourse mechanism was 
not independent at all but run by the same people who were running the private delivery of these, of these 



cash transfers. Just to say, in response to what you said before that I find it interesting that you on the line 
that biometrics we often nowadays think about fingerprints, but it is actually much more. And that voice 
recognition is also one of the options there. And like with fingerprints, we've talked about Aadhaar before 
in this series where all the people lose their fingerprints especially when they do manual labor. The fact that 
if you grow older your voice changes as well and functions differently, I think it's one of those very prosaic 
elements that often doesn't come up when we talk about the many benefits of technology. 

I see we have a few questions in the Q&A and before we get there, and I think it's partly the question I'm 
asking now, answers one of the questions that we have so I'll ask you one more question Lynette and then 
we'll go to the questions from the audience. And that is sort of the theme that we discussed throughout 
today. This lock-in that CPS and Net1 have created in many ways, in which SASSA has become entirely 
dependent on their payment infrastructure to deliver those to deliver those social grants, how that lock-in is 
not accidental how that lock-in was one of the business strategies it seems of CPS, as you started off at the 
beginning talking about their overall strategy at the start. And it seems to be very much about, you know 
making sure that we have a captive audience a set of customers who rely on us, not just for a platform but 
also for the product on that platform. But CPS would portray this very differently and they would say, you 
know, we just offer a superior service. And you talked about one of the founders of CPS, Serge Belamant. 
And interestingly, at some point, I think during the court case, he argued that no one else was able to deliver 
these grants, especially in rural areas. And he said in a very nice turn of phrase that the post office would be 
using pigeons to deliver the grants once they took over from CPS in 2018. So my question is, did the post 
office, when they took over delivery of the grants started using pigeons to deliver cash transfers in 2018, or 
was the story a little bit more complicated, and more seriously, what happened after 2018? Were there serious 
problems with delivering the grants or is the story more mixed? 

Lynette: Okay, well, we took SASSA to court in 2017 because it still, by that time after having advertised 
for a new tender in terms of the constitutional court still had no clear strategy for how it was going to pay 
the grants going forward after five years close on to five years. In fact, just as we were launching the case, 
SASSA was busy negotiating with CPS, an extension of that contract, which would then see an increase of 
25% to the cost to SASSA. And so we asked for an extension because as the constitutional court said in its 
earlier orders that you cannot now punish the beneficiary if the agency was at fault. And so they were kind 
of a phased-in...  

SASSA again applied for another extension for six months. In that process, they did something that we still 
battle with is that they reduced the pay points from 10,000 to 1,740 pay points in one sweep. So they first 
said they will put out a tender, they put out the tender, there was lots of questions around the data that was 
provided to submit the tender. And then there was the issue of the minister. Susan Shabangu at the time that 
replaced Bathabile [Dlamini] basically just reduced that quite considerably. We still, we did a study on that 
and just the impact on rural areas was severe. Then they handed over the 1,740 pay points to SAPO. And 
they say, in addition to what you're doing you have to incorporate us as well. 

Now, the space in which we fought very hard was two issues. One was to ensure that there's protection of 
the confidential data of grant beneficiaries and that that's not used in the way as we demonstrated in the case 
of CPS. And the second one was to fight for better protection around the bank account. So what we did 
was to ask that they be a ring fenced bank account that the grant is paid in. In other words if somebody is 
selling you a product out there with your data that they have now stolen and they come and they take 
money from your account there wouldn't be that immediate loss because you have to wait for somebody to 
pay you. So the protection we call it the SASSA... SAPO implemented a Special Disbursement SASSA 
Special Disbursement Account, and it was ring fenced. So there was no USSD deductions from that account, 
no debit orders or anything like that. So people can get their money in full and if they decide to now go 



and pay somebody with the card, or they want to withdraw the money then that's their choice, but there's 
a protection on there. And in fact, 70% of grant beneficiaries and I'll say recipients because there's 18 million 
grant beneficiaries but just over 11.5 million recipients because you must be older than 18, that has a card. 
And so those recipients, about 70% has that card and it does offer protection. 

What we also see in the new regulations, is an expansion for people to go to commercial banks. And that's 
also another worrying factor. There are capacity challenges with SAPO no doubt, but that's the first thing 
the protection, those two protections are in place. And part of the challenges with SAPO is its capacity 
nationally. And then there's also the issue of its footprint into rural areas. It has taken over those 1,740 pay 
points. We continue to monitor that it's sometimes a challenge, we have to fight for more paypoints to be 
opened, but that's a campaign for another time that we are looking at. And then the challenges inside it is 
also the pay structure, because as it does not have a footprint in those rural areas it means that grant 
beneficiaries pay the cost of transport and banking costs to withdraw and get their money from the rural 
towns. 

Christiaan: Thanks, thanks so much. I'm just looking at Victoria because we are at an hour. So we promise 
our viewers one hour and we don't wanna take up too much of their time. At the same time I saw there 
were a few questions in the Q&A, how should we move forward? 

Victoria: I'm wondering if Hoodah you wanted to answer a question live at all? That's come in from Christi 
Nortier? 

Hoodah: I did respond to the questions in writing but just in terms of the first question, and the role of CPS 
currently with the state-led hybrid model and SASSA being quite vociferous to make sure that beneficiaries 
were transferred to the account. There was a significant reduction in people having these Easy Pay 
Everywhere cards. But I mean, obviously the challenge of the post office has provided a window of 
opportunity but it has had such a significant impact in their inability to get grant beneficiaries, to use their 
services that they've had to file for liquidation. But they are, I think, hoping that the amended regulations, 
which is going to relax legislative restrictions on automation, I think they want to use that opportunity to 
again get a footprint in the social grant space and use that to make profits. So there's definitely an intention 
to make inroads there. 

Christiaan: Thanks Hoodah, it's clear that this story is not over. Sorry, Lynette, go ahead. 

Lynette: Just to say that in addition they also filed a case to allow biometric verification. And this is Moneyline 
filing a case in the court, to ask that biometric verification be acknowledged and recognized and because the 
SASSA regulations and the Act is clear that you have to fill out a form and bring it to SASSA office to say 
that you want your money to be transferred into a bank account of your choice, a commercial bank account. 
And because they didn't do that, they eventually withdraw pursuing that case. But when the panel of experts 
during- that was appointed during our court case to oversee the transition, they found that only 42,000 
mandate forms were completed yet SASSA had transferred just close on to a million bank accounts to EPE. 

Christiaan: Yeah, well, we're actually over time. So I think we have to wrap up but I just wanted to thank 
you enormously Lynette for taking us through an incredibly interesting and also quite sad story of the 
advocacy you've done here, and thanks to Hoodah as well. Just the final thing to say is that I'm partly 
reminded of the response that we're seeing in other countries now to companies like Facebook and the 
dominance of those types of platforms where you see similarities of after a period of sort of unregulated 
growth, there's a moment of pushback. And finally, some more regulation, including for instance using ring 
fenced accounts that you talked about Lynette. And I think it's interesting to see how advocacy and 
democracy can turn the dominance of a platform around also in terms of sort of transferring CPS clients 



from the Grindrod bank account to Easy Pay. I was reminded of how, for instance, Facebook has tried to 
sort of grow by moving to new platforms like WhatsApp and Instagram. So I think there's a lot to be learned 
from the South African case study for people working on very different issues as well. 

Thank you again, thanks to our audience members for tuning in today. Just wanted to say one more final 
time that we have recorded this conversation. We'll make it available on our YouTube page and also on our 
webpage. So it's available for those who weren't able to tune in this morning, this afternoon in South Africa. 
And once that recording is available, what we'll do is we'll publish a brief blog in which we'll summarize this 
discussion. And we'll also have a lot of background documents available there, which will give those who 
are interested in this case, study more background information, including on the fantastic work that Black 
Sash and Lynette and Hoodah have done on this case. 

And the final thing to say is that we will have a new conversation in a month on the 31st of March, when 
we'll talk about the Social Credit system in China, very different context with probably some similar issues 
as we've seen today. 

Thank you again Lynette. Thank you Hoodah. Thanks to everyone who tuned in. 

Lynette: Pleasure, pleasure, thank you for the opportunity. 

Victoria: Thank you very much. 

Christiaan: Thanks so much. 


