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Abstract 

Economic growth is influenced by various factors, including the contribution of the 

agricultural sector. Within the micro-analysis of this sector, the farmer's exchange rate 

(NTP) can impact the rate of economic growth in a region. This study analyzes the causal 

relationship between economic growth and NTP in West Nusa Tenggara Province, 

Indonesia using the Granger causality test. The findings reveal no significant causal 

relationship between economic growth and NTP. The study recommends further research 

to explore and assess other micro variables that may influence economic growth, thereby 

enabling policymakers to implement strategies that strengthen the agricultural sector's 

contribution to economic development. 
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INTRODUCTION  

According to classical economic growth theory, as developed by David Ricardo 

(Effendy et al., 2021), the four driving factors for economic growth include population, 

capital, land and natural resources, and the level of technology. An economy may be 

categorized as growing if per capita output increases over the long term, as conveyed by 

Sri Hartati (2021), who interprets economic growth as a process of sustained increases 

in per capita output. This long-term growth reflects improved welfare, as it provides 
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greater alternatives for consuming goods and services, accompanied by an increase in 

purchasing power. 

Economic growth is also linked to the increase in the production of goods and 

services within an economy, and it can be said that growth concerns development 

measured by increased production and income. This implies a rise in national income, as 

indicated by the magnitude of the Gross Domestic Product (GDP). 

As a developing country, Indonesia is actively pursuing planned and gradual 

development, while also striving for equity and stability. As an agrarian nation, Indonesia 

is endowed with abundant natural resources, both on land and at sea. The country is also 

renowned for its agrarian nature, with a large portion of the population engaged in farming. 

Farmers play a crucial role in Indonesia, contributing to efforts to improve community 

welfare and economic development. As state revenue from the agricultural sector 

increases, so too does the welfare of farmers. 

According to the Indonesian Statistics Agency, Indonesia's economic growth in the 

first quarter of 2024 was 5.11 percent higher than in the first quarter of 2023 (year-on-

year). However, growth occurred across all sectors except for Agriculture, Forestry, and 

Fisheries, which contracted by 3.54 percent. In West Nusa Tenggara Province, economic 

growth in the first quarter of 2024, compared to the first quarter of 2023, was 4.75 percent. 

This growth is based on the results of the March 2024 Sample Area Framework (KSA), 

which showed that rice production in the first quarter of 2024 decreased by more than 

330 thousand tons of Dry Milled Rice (GKG) compared to the first quarter of 2023, 

dropping from 597 thousand tons to 266 thousand tons of GKG. 

 

Figure 1. Economic Growth Data for NTB 2019-2023 

 

 

 

 

 

 

 

                              Source: Indonesian Central Bureau of Statistics   
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Figure 1 illustrates economic growth in West Nusa Tenggara Province over the 

last five years, highlighting that 2020 experienced the most significant decline, with a -

0.64 percent decrease from 2019 due to the impact of COVID-19. One factor influencing 

economic growth is the agricultural sector, where increased output and income can raise 

the price index paid by farmers, enhance productivity, and add value, ultimately improving 

farmers' welfare. 

The relationship between economic growth and farmers' welfare is complex and 

influenced by various factors, including agricultural and non-agricultural sectors, inflation, 

and overall welfare. Mulyawan & Fakhruddin (2022) suggest that farmers, as drivers in 

the agricultural sector, are expected to experience prosperity, particularly through 

increased purchasing power. One instrument used to monitor farmers' purchasing power 

is the Farmer Exchange Rate (NTP). 

The Farmer Exchange Rate (NTP) is a comparison of the price index received by 

farmers (It) to the price index paid by farmers (Ib). NTP is a key indicator of the purchasing 

power of farmers in rural areas. It also reflects the exchange power (terms of trade) of 

agricultural products with goods and services consumed, as well as production costs. 

NTP serves as a crucial indicator to measure the welfare of farmers and the capacity to 

acquire necessary commodities for both production and household consumption. 

Over the past five years, several studies have explored the causality between 

economic growth and NTP. For instance, Syifa Aulia et al. (2021) found that GDP 

positively and significantly affects NTP in Indonesia, while Indah et al. (2023) observed a 

similar effect in Lampung Province. On the other hand, Rahman & Sangeran (2022) 

revealed that economic growth has a positive but insignificant effect on NTP in South 

Sulawesi Province, and Istiana (2018) indicated that total GDP negatively and 

significantly affects NTP in Indonesia. 

Other research on economic growth has examined broader variables, such as its 

impact on poverty (Ratundima et al., 2023) and the Gini ratio in Indonesia (Enggar 

Wishartama et al., 2022). Additional factors influencing economic growth include the 

agricultural sector (Prime, 2023), inflation (Kartika & Pasaribu, 2013; Simanungkalit, 

2020), MSME growth (Halim, 2020), unemployment rates (Yuniarti et al., 2020), exports, 

and imports. Astuti & Ayuningtyas (2018) found that only exports affect economic growth, 

while imports do not. Anggraini & Warsitasari (2021) noted that the open unemployment 

rate, Gini ratio, poverty, and minimum wage collectively influence economic growth in 

East Java Province. More broadly, Victor (2015) discovered a long-term equilibrium 
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relationship between agricultural export variables and economic growth in Nigeria, similar 

to findings by Singh & Kumar (2018) in India, which identified a two-way relationship 

between GDP and exports. 

Meanwhile, Pamungkasih et al. (2021) found that NTP affects life expectancy in 

East Nusa Tenggara. Another study indicated that land area and selling prices impact 

NTP, while fertilizer prices, family dependents, labor wages, and inflation do not (Rosihan 

et al., 2016). Kurniawan (2022) suggested that non-farming income, food expenditure, 

and household expenditure significantly affect NTP, whereas farmer age, education, 

family size, and individual farming income do not. 

The majority of existing studies have tested various variables to assess their 

impact on economic growth and NTP. However, inconsistencies remain in the findings on 

the causal relationship between economic growth and NTP. This gap highlights the need 

for further research to determine whether NTP affects economic growth or vice versa. 

This study aims to analyze the causality between economic growth and NTP in West 

Nusa Tenggara Province, considering three possible outcomes: economic growth affects 

NTP, NTP affects economic growth, or there is no effect at all between the two variables. 

 

RESEARCH METHOD 

This study employs a descriptive quantitative analysis method. The research 

utilizes secondary data obtained from the Central Statistics Agency (BPS), with time 

series data spanning from 2010 to 2023, presented on a quarterly basis. The sampling 

technique adopted in this research is purposive sampling, which involves selecting 

samples based on specific criteria. The analytical tool used is the Granger causality test, 

consistent with previous studies (Arfiani, 2019; Enggar Wishartama et al., 2022; 

Pamungkasih et al., 2021; Ratundima et al., 2023; Singh & Kumar, 2018; Utama & 

Mustika, 2022), to examine the causal relationship between the variables under study, 

specifically economic growth and the Farmer's Exchange Rate (NTP). 

The Granger Causality Test is as follows: 

Equation For variable X: 

 𝑥𝑡 =  ∑ 𝛼𝑖
𝑚
𝑖=1 𝑥𝑡−𝑖 + ∑ 𝛽𝑖𝑥𝑡−1 + 𝑒1

𝑛
𝑖=1   

Equation for variable Y: 

  𝑦𝑡 =  ∑ 𝜆𝑖
𝑚
𝑖=1 𝑦𝑡−𝑖 + ∑ 𝛿𝑖𝑥𝑡−1 + 𝑒2

𝑛
𝑖=1    

In the above equations: 

Αi and βi = coefficients for variable X. 

http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/


 

 

1149 
IJEBIR, Volume 03 Issue 06, 2024 

 Copyright at authors some right reserved this work is licensed under a Creative 
Commons Attribution-ShareAlike 4.0 International License. 

λi and δi  = coefficients for the Y variable. 

E1 and E2    = residue or error. 

Interpretation of Equations 

Equation for Variable X (Farmer Exchange Rate): 

Xt   = the value of the variable X at time t. 

Xt−I  = the value of the variable X at time t−i, with i being valid from 1 to m. 

Yt-I  = the value of the variable Y at the time t−i, with i valid from 1 to n. 

E1  = residue or error. 

Equation for Variable Y (Economic Growth): 

Yt   = the value of the variable Y at time t. 

Yt-I  = the value of the variable Y at the time t−i, with i valid from 1 to m. 

Xt−I  = the value of the variable X at time t−i, with i being valid from 1 to n. 

E2  = residue or error. 

 

Before conducting a causality test, the first step is to regress using lag to get the 

smallest Akaike Info Criterion (AIC) value. There are four (4) possible causality test 

results, namely: (1) Economic growth affects NTP, (2) NTP affects Economic Growth, (3) 

There is a two-way relationship between Economic Growth and NTP, and (4) There is no 

relationship at all between Economic Growth and NTP. 

 

RESULTS AND DISCUSSION 

Economic Growth Conditions of West Nusa Tenggara from 2010-2023 

To find out the economic growth of West Nusa Tenggara province in 2010 – 2023, 

we can see from the image below: 
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Figure 2. Economic Growth Data of NTB 2010-2023 

Source : Central Statistics Agency of West Nusa Tenggara Provinc 

 

Farmer Exchange Rate Conditions in West Nusa Tenggara from 2010-2023 

To find out the data on the exchange rate of farmers in West Nusa Tenggara 

province in 2010 – 2023, we can see from the image below: 

 

Figure 3. Farmer Exchange Rate Data NTB 2010-2023 

 
Source : Central Statistics Agency of West Nusa Tenggara Province 
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Granger Causality Test Results 

Before conducting the causality test, a regression analysis between economic 

growth and the Farmer's Exchange Rate (NTP) in West Nusa Tenggara Province was 

performed using a vector autoregressive (VAR) model with lags ranging from 1 to 3. The 

regression with lag 1 produced an AIC value of 6.273195, while lags 2 and 3 yielded AIC 

values of 6.311453 and 6.366281, respectively. Among these, lag 1 had the smallest AIC 

value, indicating it as the most suitable model. 

Based on the regression results with these lags, the smallest AIC value was 

consistently obtained with lag 1, confirming its appropriateness for further analysis. The 

Granger causality test with lag 1 revealed no causal relationships, either unidirectional or 

bidirectional, between the variables of Economic Growth (PE) and the Farmer's Exchange 

Rate (NTP). Specifically, the Granger causality test showed that Economic Growth (PE) 

does not Granger-cause NTP, with an F-statistic of 0.01096 and a probability of 0.9170. 

Similarly, NTP does not Granger-cause Economic Growth (PE), as indicated by an F-

statistic of 0.10233 and a probability of 0.7503. 

 

DISCUSSION  

This research indicates that there is no significant causal relationship between 

economic growth and the Farmer's Exchange Rate (NTP) in West Nusa Tenggara 

Province. When compared with studies examining the impact of the agricultural sector on 

economic growth, this research may serve as an additional reference in the agricultural 

economics literature, alongside previous studies such as those by Indah et al. (2023) and 

Syifa Aulia et al. (2021). In general, the findings of these studies highlight a positive 

contribution of the agricultural sector to economic growth, which aligns with the work of 

Prima (2023). However, at a micro level, this study shows that NTP does not significantly 

support economic growth, which contrasts with the findings of Rahman & Sangeran 

(2022). This suggests that other factors within the agricultural sector, beyond NTP, may 

contribute to economic growth across different regions and countries, as noted by Istiana 

(2018). Therefore, the findings of this research recommend the need for broader studies 

on other micro variables within the agricultural sector that may better support its role in 

influencing overall economic growth. 
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CONCLUSION  

 This study found no significant causal relationship between economic growth and 

the Farmer's Exchange Rate (NTP) in West Nusa Tenggara Province. Consequently, 

further research is warranted to examine more micro-variables within the agricultural 

sector that may positively contribute to GDP growth. Such insights could provide valuable 

policy recommendations for decision-makers to enhance the agricultural sector's role in 

supporting regional economic growth. 

 

REFERENCES 

Anggraini, W. P., & Warsitasari, W. D. (2021). THE EFFECT OF OPEN 

UNEMPLOYMENT RATE, GINI RATIO, POVERTY AND MINIMUM WAGE ON 

ECONOMIC GROWTH IN EAST JAVA PROVINCE. AMAL: Journal of Islamic 

Economic and Business (JIEB), 03(02), 146–161. 

Astuti, I. P., & Ayuningtyas, F. J. (2018). The Influence of Exports and Imports on 

Economic Growth in Indonesia. Journal of Economics & Development Studies, 

19(1). https://doi.org/10.18196/jesp.19.1.3836 

Effendy, Y., Andriawan, Rawati, M., Hawari, R., & Al-Amin. (2021). Analysis of Factors 

Affecting Islamic Economic Growth in West Sumatra. Journal of Syntax Admiration, 

2(8), 1384–1394. https://doi.org/10.46799/jsa.v2i8.295 

Enggar Wishartama, R., Zulgani, Z., & Rosmeli, R. (2022). Analysis of the causality of 

economic growth on income distribution inequality in Indonesia (1999-2019) 

Granger Causality. E-Journal of Regional Economic and Development 

Perspectives, 11(1), 37–46. https://doi.org/10.22437/pdpd.v11i1.13831 

Halim, A. (2020). The Influence of Micro, Small and Medium Enterprises Growth on the 

Economic Growth of Mamuju Regency. Scientific Journal of Development 

Economics, 1(2), 157–172. https://stiemmamuju.e-journal.id/GJIEP/article/view/39 

Indah, L. S. M., Zakaria, W. A., & Sari, D. M. (2023). The Effect of Inflation, GDP, Interest 

Rates and Labor on the Exchange Rate of Farmers in Lampung Province. Journal 

of Agricultural Economics and Agribusiness, 7(3), 1099. 

https://doi.org/10.21776/ub.jepa.2023.007.03.16 

Istiana, finisuda anding. (2018). Analysis of Factors Affecting Farmers' Exchange Rates 

in Indonesia in 2013-2017. ثقثقثقثق ,(ثقثقثق  ثق )ققثق ث ,ثبثبثب . 

https://doi.org/10.1098/rspb.2014.1396%0Ahttps://www.uam.es/gruposinv/meva/

publicaciones jesus/capitulos_espanyol_jesus/2005_motivacion para el 

http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/


 

 

1153 
IJEBIR, Volume 03 Issue 06, 2024 

 Copyright at authors some right reserved this work is licensed under a Creative 
Commons Attribution-ShareAlike 4.0 International License. 

aprendizaje Perspectiva 

alumnos.pdf%0Ahttps://www.researchgate.net/profile/Juan_Aparicio7/publication/

253571379 

Kartika, Yulia Dwi, & Pasaribu, Johni Paul Karolus. (2013). The Effect of Inflation on 

Economic Growth in Indonesia for the 2013-2021 Period. JUMANAGE Scientific 

Journal of Management and Entrepreneurship, 2, 131–137. 

https://ejournal.unama.ac.id/index.php/jumanage 

Kurniawan, J. (2022). Farmer Exchange Rate as an Indicator of Soybean Farmer Welfare 

in Pulokulon District, Grobogan Regency. Journal of Integrated Agricultural Socio-

Economics and Entrepreneurial Research (JIASEE), 1(1), 21. 

https://doi.org/10.26714/jiasee.1.1.2022.21-32 

Mulyawan, Y., & Fakhruddin. (2022). The Effect of Inflation on Farmers' Exchange Rates 

in Indonesia. Scientific Journal of Development Economics Students (JIM EKP), 

Faculty of Economics and Business, Syiah Kuala University, 7(1), 2549–8363. 

Pamungkasih, P., Dima, Y. K., & Mendonca, A. (2021). Analysis of the Causal 

Relationship Between Farmers' Exchange Rate and Life Expectancy in East Nusa 

Tenggara. Journal of Applied Statistics, 1(1), 53–61. 

https://jstar.id/ojs/index.php/JSTAR/article/view/4%0Ahttps://jstar.id/ojs/index.php

/JSTAR/article/download/4/7 

Perdana, M. F. (2023). ANALYSIS OF THE INFLUENCE OF THE AGRICULTURAL 

SECTOR ON ECONOMIC GROWTH IN INDONESIA IN 2016-2021. ADL 

ISLAMIC ECONOMIC : Journal of Islamic Economic Studies, 4(2), 187–195. 

https://doi.org/10.56644/adl.v4i2.79 

Rahman, A., & Sangeran, N. (2022). The impact of economic growth, inflation, and 

harvest area on the exchange rate of farmers in South Sulawesi Province. Bulletin 

of Economic Studies ( BEST ), 2(2), 67–74. 

Ratundima, A. M., Renggo, Y. R., & Hudang, A. K. (2023). THE CAUSAL 

RELATIONSHIP BETWEEN ECONOMIC GROWTH AND POVERTY IN EAST 

SUMBA REGENCY. Elvandar, 9(4), 100–104. 

Rosihan, A., Nuhfil, H., & Fahriyah. (2016). FARMERS' WELFARE LEVEL BASED ON 

FARMER'S TERMS OF TRADE (FTT) INDEX. 12(December), 74–78. 

Simanungkalit, E. F. B. (2020). THE EFFECT OF INFLATION ON ECONOMIC GROWTH 

IN INDONESIA. Journal of Management, 13(3), 327–340. 

Singh1, K., & Kumar2, D. A. (2018). CAUSALITY BETWEEN FDI FLOWS, EXPORTS 

http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/


 

 

1154 
IJEBIR, Volume 03 Issue 06, 2024 

 Copyright at authors some right reserved this work is licensed under a Creative 
Commons Attribution-ShareAlike 4.0 International License. 

AND ECONOMIC GROWTH IN INDIA Khujan. pp. 351–360. 

Sri Hartati, Y. (2021). Analysis of Inclusive Economic Growth in Indonesia. Journal of 

Economics and Business, 12(1), 79–92. https://doi.org/10.55049/jeb.v12i1.74 

Syifa Aulia, S., Sulistiyo Rimbodo, D., & Ghafur Wibowo, M. (2021). Factors Affecting the 

Farmer Exchange Rate (NTP) in Indonesia. JEBA (Journal of Economics and 

Business Aseanomics), 6(1), 44–59. https://doi.org/10.33476/j.e.b.a.v6i1.1925 

Victor, U. I. (2015). The empirical analysis of agricultural exports and economic growth in 

Nigeria. Journal of Development and Agricultural Economics, 7(3), 113–122. 

https://doi.org/10.5897/jdae2014.0615 

Yuniarti, Wianti, W., & Nurgaheni, N. E. (2020). Analysis of Factors Affecting the 

Economic Growth Rate in Indonesia. SERAMBI: Journal of Islamic Management 

and Business Economics, 2(3), 169–176. https://doi.org/10.36407/serambi.v2i3.207 

APPENDIX 

 

Regression Test Results using Lag 1 Regression Test Results using Lag 2 

 

 
Source: Granger causality data Eviews 

 

 
Source: Granger causality data Eviews 

 

Regression Test Results using Lag 3 Granger Causality Test Results 
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Source: Granger causality data Eviews 
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