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Summary

In Niger, this concept has been adapted by 
local farmer organizations and microfinance 
institutions (MFIs). Since its beginnings 
during the early 1990s, the “warrantage 
system”, as it is locally known, has become 
a relatively popular financial product 
offered by all MFIs in the country. Producer 
organizations provide their members with 
storage facilities and also handle their loan 
transactions.

The loans enable farmers to finance several 
of their household’s income generating 
activities during the storage period, thereby 
allowing for smoother cash flows. Revenues 
from financed short-term activities often 
enable farmers to pay back the loan without 
using revenues from the future sale of the 
stored produce.

Description

After the harvest, the farmers meet to 
discuss how much surplus produce each one 
of them has. The head of the cooperative 
then goes to negotiate a loan from a local 
bank or microfinance institution using the 
grain as collateral. Once an agreement is 
reached, the grain is stored in a secure 
storage facility owned by the cooperative. 
The cooperative retain one key while the 
other is given to the bank or microfinance 
institution who then issues the loan.

Figure 1. A typical warrantage  storage facility

 
Figure 2. Negotiating a loan with the bank

 

1. The benefits
Farmers content that warrantage enables 
them to wait and sell their grain later 
(sometimes after 6 months) at higher 
prices. With the loans, farmers are able to 
purchase good seeds for the next season 
and to engage in other small businesses that 
generate additional revenue thereby helping 
farmers increase their 
incomes and wellbeing 
eventually. Participating 
farmers have increased their 
incomes by between19 to 
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113 percentage. Farmers ability to buy 
better seeds and fertilizer have also helped 
them increased yields by between 34 to 
120 percentage points.

The warrantage system also benefits other 
participants in the practice including the 
microfinance institutions. Tanadi for example 
earned 27 percentage in interest in 2011. 
The stock is serving as collateral and the 
Tanadi loans at 80 percentage of the value 
of the stock. After 4 to 6 months the farmers 
pay back the loan and get back their stored 
grain from the warehouse (or bank). The 
principal crops that are used for inventory 
credit are millet, rice and peanuts. But any 
crop that can be stored without damage can 
be used.

Warrantage is promoted by the FAO of the 
UN with funding from the European Union, 
Belgium, Luxembourg and Spain.

Click or tap here to enter text.

2. The challenges
However, the system is not without 
challenges. During seasons of bad harvest, 
farmers have little or no surplus to put into 
storage. On the other hand, during seasons 
of high produce, there is a lot to store but 
insufficient financing from the banks.

Several conditions need to be met for 
warehouse receipt financing to work. 
Some important ones include detailed 
lender knowledge on agricultural value 
chain dynamics, stability of agribusiness 
opportunities faced by borrowers, the 
enabling legal and financial regulatory 
framework, the existence of proper storage 
management and facilities and sound 
governance within producer organizations. 

Lessons from Niger highlight the relative 
importance of these conditions. The 
constant demand for cereal imports from 

neighbouring Nigeria has created stable 
business opportunities for farmers in Niger 
that represent an effective incentive to build 
strong producer organizations. Farmers, 
through their organizations, have worked 
steadily to benefit from these opportunities 
by building storage facilities and making joint 
loan requests backed by cereal stocks.

Lenders understand the worth of these 
stocks and therefore accept them as 
collateral. Even though the court system 
in Niger makes credit contracts difficult to 
enforce, it is the combinations of stable 
agribusiness opportunities, strong farmer 
organizations and lenders familiar with 
agricultural markets that make warehouse 
receipt finance work in the country.

Video: Financing the future: smallholder 
inventory credit in Niger (https://www.
youtube.com/watch?v=3kI04__MGDQ).

3. Agro-ecological zones
• Tropics, warm

4. Objectives fulfilled by the project
• Pro-poor technology

Crop Production
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