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Abstract 

This research aims to provide empirical evidence in the effect of operating cash flow, leverage, 
and firm size on earnings persistence. The data used on this research is historical secondary data. 
The data used in this research were taken from website www.idx.co.id. A population in this 
research were companies listed on the Indonesia Stock Exchange (IDX) sector food & beverage 
for the period 2015-2019. Sampling method used is purposive sampling method with a sample 
of 33 companies. The outcome of this research indicate that operating cash flow & firm size have 
a positive effect on earning persistence. Meanwhile, leverage  does not affect earning 
persistence. 
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Introduction 

The global economy, is under pressure due to the economic crisis which has an impact on the 
Indonesian economy. One of the impacts of this economic crisis is a household consumption 
growth is a slowdown and has decreased for the last few years. Household consumption is one 
of the references in measuring the economy as a whole. The trend of consumption growth is 
always in line with the rate of economic growth. When consumption growth is slow, it will affect 
aggregate economic growth. 

 

               Figure 1. Economic Growth Trends and Household Growth During Four Years 
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From the picture above, Indonesia's economic growth has fluctuated. In general, the appearance 
of companies that listed in food & beverage sector is still growing. However, in the first quarter 
of 2019, the performance of companies in this research is decreased. In the first quarter of 2019, 
the food and beverage sector grew by 6.77% (YoY). Although it grew higher compared to the 
fourth quarter of 2018, which was only 2.74% growth in the first quarter of this year, which was 
the lowest compared to previous years which reached 8 to 12% (Katadata.co.id). The decline in 
the performance of listed companies in food & beverage sector follows data from Central 
Statistics Agency (BPS) regarding economic growth in the manufacturing sector, particularly in 
the food and beverage sector. 

 
Figure 2. YoY Growth in Food & Beverage Sector 

Earnings persistence according to (Penman & Zhang, 2002) is a revision of future earnings which 
is determined by current earnings. The amount of revision indicates the level of earnings 
persistence. Earnings persistence is an indicator of earnings quality which is often used as a 
measuring tool in examining company performance for investment decisions. Persistent profit is 
profit that has the capability as an indicator of future earnings generated by the company 
repeatedly (repetitively) in the long term (sustainable) (Hui et al., 2016). So that profits that do 
not fluctuate too much is a feature of persistent earnings. Earnings persistence can only be 
calculated per year and cannot be calculated on a quarterly or quarterly basis. 

Many factors can affect the persistence of earnings, one of them is the independent variable that 
used in this study. Operating cash flow can be seen from a cash flow report. Operating cash flow 
is cash flow obtained from the company's business activities. Cash flow is a better financial 
indicator than accounting because cash flow is relatively more difficult to manipulate. Usually, 
accounting manipulation is carried out using different accounting methods for the same 
transaction which has the aim of displaying the desired income (Fanani, 2010). In reducing 
information asymmetry and the risks posed by decision-making, managers use operating cash 
flow as a positive signal to stakeholders. Therefore, operating cash flow is positively correlated 
with earnings persistence. Companies with greater cash flow from operating activities will have 
higher earnings, and vice versa (Widiatmoko, 2019). 
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In addition, leverage can affect the persistence of a company's earnings. Leverage is one way to 
get additional capital or funding from external parties with the consequence that the company 
will enter into a contractual bond with creditors. The consequence of leverage is a company must 
pay principal and interest if the company is unable to pay, it will pose a risk of failure. On the 
other hand, if the company's leverage is high, the company will increase their earnings 
persistence to maintain their performance in front of shareholder.  

And then, along with the development of a company's operational activities, it will also affect the 
size of the company. Firm size is a scale that classifies large or small companies. Investors usually 
have more confidence in investing in big companies, because big companies is considered to has 
positive corporate cash flows and considered to has good prospects on a relatively long period. 
On the other hand, big companies reflect that the company is relative more stable and more 
capable of generating high and persistent profits. 

Hypothesis Development 

Value that contained in cash flows during a period reflects the value of profit on a cash basis (cash 
basis). Cash flow is a better financial indicator than accounting because cash flow is relatively 
more difficult to manipulate. Accounting manipulation is usually carried out through the use of 
different accounting methods for the same transaction to display the desired income (Fanani, 
2010). When the company's operational activities are good, the revenue generated by the 
company will also be good. Therefore, the higher the operating cash flow component contained 
in current earnings, the higher the earnings persistence.  

H1: Operating cash flow has a positive effect on earnings persistence. 

Leverage is a financial obligation that a company has to shareholder that had not been completed 
where this leverage is a source of funds or capital for a company (Barus & Rica, 2014). On the 
other hand, besides increasing the capital on the company, the level of debt also obliges the 
company to pay the interest and principal at due date. Therefore, leverage is the information in 
financial statements that can affect investor perceptions. If the company has to pay high 
leverage, the company has a risk of default to creditors. While if the company has a higher 
leverage, it’s make companies maintain their profits so theyhave good performance for investors 
and creditors (Malahayati, 2015).  

H2: Leverage has a positive effect on earnings persistence 

Firm size is proportion in determining how big or small a company is. Usually investors have 
confidence in companies that have large assets, because  total assets will reflect the resources a 
company has to carry out its main activities. Big companies are considered to have reached the 
mature stage which is reflected in the company's ability to generate stable and persistent profits 
compared to small companies (Nuraeni et al., 2018).  For big companies, the level of certainty for 
obtaining profits is usually very high so that the estimation error will be smaller. Conversely, for 
small companies, it is likely that the profits obtained are not stable because the level of certainty 
of earnings is lower (Dechow, P. M.; Dichev, 2002).  

H3: Firm size has a positive effect on earnings persistence 
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Methods 

Population in this research is companies that listed on the Indonesian Stock Exchange (IDX) in 
food & beverage sector. The sampling method in this research used a purposive sampling with 
the following criteria, namely: Companies in food & beverage sector that have IPO’s on the 
Indonesia Stock Exchange (IDX) at least since 2015. The company published financial reports from 
2015 to 2019 which there are data used in this research. Based on the results of observations 
made on the selection of samples, the following research data were obtained. 

Table 1. Result of Purposive Sampling 

No Criteria Total  

1 Companies in food & beverage sector that listed on the 
Indonesia Stock Exchange (IDX) from 2015-2019. 

54 

2 Food & beverage sector companies that have been IPO on the 
Indonesia Stock Exchange (IDX) since at least 2015. 

(13) 

3 The company published financial reports from 2015 to 2019 
which there was data used in this research. 

(8) 

           Total companies  33 

Data collection technique that used in this research is documentation technique. This technique 
is collection of secondary data by viewing, studying, and quoting records obtained from the 
Indonesia Stock Exchange (IDX). These documents are financial statements of each company for 
2015-2019 which listed on the Indonesia Stock Exchange (IDX) in food & beverage sector. Based 
on the hypothesis that has been built on the explanation of the variables in the previous chapter, 
the research model equation can be formulated as follows: 

Y= α+ β1 (AKO)+ β2 (DER) + β3 (SIZE) + ε 

Description: 

Y : Earning Persistence 
AKO : Operating Cash Flow 
DER : Leverage 
SIZE : Firm Size 
α    : Regression Constant  
β1-3    : Regression Coefficients 
e   : error  

Dependent variable that used in this research is earnings persistence. In assessing the persistence 
of earnings, the main factor that is seen is the profit of the company itself. Profit is the difference 
between income minus expenses in a period. In addition, profit is also associated with an increase 
in a capital (net assets) from irregular transactions of a business entity during a certain period, 
except for those arising from the owner's income or investment (Choirina & Ahmar, 2012). So 
that when a company experiences income that is not persistent, it will have an impact on the 
fluctuation of assets owned by a company.        To measure the persistence of earnings in this 
study the formula used is following the measurements made by (Dewi & Putri, 2015) and 
(Septavita et al., 2016).  
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Earning Persistence= 
𝐄𝐚𝐫𝐧𝐢𝐧𝐠 𝐁𝐞𝐟𝐨𝐫𝐞 𝐓𝐚𝐱  𝐭+𝟏

 𝐀𝐯𝐞𝐫𝐚𝐠𝐞 𝐓𝐨𝐭𝐚𝐥 𝐀𝐬𝐬𝐞𝐭𝐬
 

There are 3 (three) independent variables in this study, namely: an operating cash flow, leverage, 
and firm size. Operating cash flow is cash obtained from the main revenue-producing activities 
of the company. Operating cash flow is financial performance information that is used in 
assessing the potential of a company and can be used as an indicator to measure the success of 
company performance (Aini & Zuraida, 2020). In this study, the formula used to measure 
operating cash flow refers to research (Putri et al., 2017).  

𝐎𝐩𝐞𝐫𝐚𝐭𝐢𝐧𝐠 𝐂𝐚𝐬𝐡 𝐅𝐥𝐨𝐰 =  
𝐓𝐨𝐭𝐚𝐥 𝐎𝐩𝐞𝐫𝐚𝐭𝐢𝐧𝐠 𝐂𝐚𝐬𝐡 𝐅𝐥𝐨𝐰 

𝐓𝐨𝐭𝐚𝐥 𝐀𝐬𝐬𝐞𝐭𝐬
 

Leverage is a financial obligation that a company has to shareholder that has not been completed 
where this leverage is a source of funds or capital for a company (Barus & Rica, 2014). Leverage 
in this research is calculated using debt to equity ratio. This ratio illustrates the extent to which 
the owner's capital can cover debts to outsiders (Harahap, 2009).  

𝑫𝑬𝑹 =
𝑻𝒐𝒕𝒂𝒍 𝑳𝒊𝒂𝒃𝒊𝒍𝒊𝒕𝒊𝒆𝒔

𝑻𝒐𝒕𝒂𝒍 𝑬𝒒𝒖𝒊𝒕𝒚
 

The size of the company reflects the ability to provide the amount and variety of production 
capacity of a company's goods or services. Big companies more stable and able to generate 
persistent profits compared to small companies (Nuraeni et al., 2018). A formula that used to 
calculate  firm size is: 

Size = Ln Total Assets 

Result and Discussion 

Descriptive statistical analysis is used to see an overview of the variables that consisting of 
Operating Cash Flow (AKO), Leverage (DER), and Firm Size (SIZE), and Earnings Persistence (PL). 
This research uses 165 samples from companies in Indonesia that listed on the Indonesia Stock 
Exchange (IDX) sector food and beverage in 2015-2019. From these samples, descriptive 
statistical analysis was carried out as follows.   

Table 2. Descriptive Analysis 

Variable N Minimum Maximum Mean 
Std. 

Deviation 

Operating Cash Flow 165 -0,2339 0,5305 0,1124 0,1296 

Leverage 165 -2,1273 2,9094 0,7610 0,7092 

Firm Size 165 11,1265 13,9846 12,4961 0,7318 

Earning Persistence 165 -0,2406 0,6341 0,1178 0,1563 

Source: SPSS 23, 2021. 

Based on table 2 the results of descriptive statistical analysis describe that operating cash flow 
has a minimum value of -0.2339 owned by the company PT Merck Tbk in 2019 and a maximum 
value of 0.5305 owned by the company PT Multi Bintang Indonesia Tbk in 2017. The average 
obtained from the statistical calculation of the operating cash flow variable is 0.1124. This means 
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that the company tends to get cash from the results of its operations. The standard deviation 
value in the operating cash flow variable is 0.1296.  

The minimum value of the leverage variable is -2.1273 which is owned by Tiga Pilar Sejahtera 
Food Tbk in 2019, while the maximum value of leverage is 2.9094 which is owned by PT Unilever 
Indonesia Tbk. in 2019. Meanwhile, the average value of leverage variable in all companies in the 
study sample was 0.7610 and the standard deviation value was 0.7092.  

In the firm size variable, the minimum value is 11,1265 which is the smallest company size in 
research owned by PT Kedaung Indah Can, Tbk with total assets of Rp. 133,831,888,816 and the 
bigest company size with a maximum value of 13,9846 owned by PT Indofood Sukses Makmur, 
Tbk with total assets of Rp. 96,537,796,000,000. The average value of the company size of all 
companies that became the research sample was 12.4961 and the standard deviation value was 
0.7318.  

Based on table 2, it can be seen that the earnings persistence variable (PL) has a minimum value 
of -0.2406 which is the lowest profit persistence value owned by PT Martino Berto, Tbk in 2019. 
Meanwhile, the maximum value of the earnings persistence variable is 0.6341. by PT Unilever 
Indonesia, Tbk in 2017. The average value of the earnings persistence variable is 0.1178. While 
the standard deviation of the earnings persistence variable is 0.1563. 

Hypothesis Testing  

Table 3. Results t-Test Multiple Regression Analysis 

Variable Hypothesis 
Regression 

Coefficient (β) 
Sig. Conclusion 

Constant  -0,564 0,000 - 

Independent Variable: 

AKO + 0,774 0,000 Significant, 
H1 Supported 

DER - -0,019 0,136 Not significant, 
H2 Not Supported 

SIZE + 0,049 0,000 Significant, 
H3 Supported 

 Source: SPSS 23, 2021. 

Based on the results of t-test for the operating cash flow, it has a regression coefficient of 0.774 
and a significance value of 0.000 (smaller than 0.05). This proves that a operating cash flow has 
a positive and significant effect on earnings persistence, so H1 is “supported”. It can be said that 
if the operating cash flow is greater, the probability of the persistence level of earnings is also 
large and vice versa. This is because during the research year the sample of cash inflows was 
more than the cash issued, in other words, the company had cash to carry out its operational 
activities without borrowing or seeking capital from other parties. So that if the operational 
activities at the company go well, it will generate good profits too. The results of this research 
are following previous research conducted by (Salsabiila et al., 2017), (Indriani & Napitupulu, 
2015), and (Uswatul Khasanah & Jasman, 2019). This result is in line with signaling theory which 
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states that if a company has high operating cash flow and profit, it will be good news and will be 
a positive signal for stakeholders and market. So that when the operating cash flow and resulting 
profits tend to be positive, this indicates the company's success in maintaining stable earnings. 
But on the other hand, the results of this research is not in line with previous research conducted 
by (Saptiani & Fakhroni, 2020) which stated that operating cash flow had no effect on earnings 
persistence. 

Leverage has a regression coefficient of -0.019 and a significance value of 0.136 (greater than  
0.05), this means that H2 is “not supported”. The results of this research prove that leverage has 
no effect on earnings persistence and has a negative regression coefficient value. This prove that 
the lower or higher leverage used by the company does not affect the increase or decrease in 
earnings persistence. This shows that when the company's leverage increases, the company has 
the consequence of paying interest and principal at maturity, if the company is unable to pay it 
will pose a risk of failure so that management adds more profits to paying debt and interest than 
to finance the company's operational activities, so that will have an impact on the decline in 
company profits in the future (Barus & Rica, 2014). 

Leverage does not affect persistence in this study because in recent years, the economic situation 
has been unstable and the inflation rate is high enough that it has resulted in the weakening of 
people's purchasing power. Although food and beverage sector companies are engaged in basic 
human needs, high inflation affects the decline in people's purchasing power which has an impact 
on the decline in profits of several companies. Therefore, the high and low leverage of the 
company used for the company's production activities does not affect the company's profit 
because of the weak purchasing power of the people. In addition, leverage does not affect the 
company's profits, it can also occur because the leverage is used by the company to finance the 
company's expansion (expansion), so the funds needed by the company for the expansion needs 
are quite large and require a relatively long time until the capital issued for expansion can 
generate profits for the company. The results of this research are following previous research 
that has been carried out by (Setiyawan, 2013), (Kusuma, 2014), and (Nurochman et al., 
2015)which states that leverage does not affect earnings persistence. But on the other hand, the 
results of this research are not in line with research conducted by (Fanani, 2010) & (Fitriana & 
Fadhlia, 2016), which state that leverage has effect earnings persistence. 

Based on the results of the t-test for the firm size variable, it has a regression coefficient of 0.049 
and a significance value of 0.000 (significance value <0.05). This means that H3 is “supported”. In 
this research, the firm size variable has a significant positive effect on earnings persistence 
because the firm size variable is calculated based on the logarithm of the company's total assets 
so that the increase or decrease in assets can cause changes in the value of company size. On the 
other hand, the sample used in this study is a food and beverage sector company which is a large 
company. Companies that are classified as large are companies that have assets that have a net 
worth of more than Rp. 10 billion including land and buildings and have sales of more than Rp. 
50 billion/year (Machfoedz, 1994). 

Large companies have reached the maturity stage which reflects that these companies are 
relatively more stable and more able to generate profits than small companies (Nuraeni et al., 
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2018). The results of this study support the agency theory which states that agents in large 
companies will always try to improve their performance so that they can be assessed both by 
principals, stakeholders, and potential investors. Investors are more interested in large-sized 
companies because investors assume that with the size of the company, agents try their best to 
maintain stability and maintain the persistence of profits. 

Conclusion 

Based on the research above, it can be concluded that operating cash flow & firm size has a 
significant positive effect on earnings persistence. Meanwhile, leverage has no significant effect 
on earnings persistence. Limitations in this research only uses three independent variables, the 
observation period is only 5 periods, and the companies used in this research only limited to 
companies in the food & beverage sector. For further research, researchers hope to add variables 
related to earnings persistence, increase the research period longer, and using all companies 
listed on the Indonesia Stock Exchange (IDX). 
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