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ABSTRACT

This study aims to examine and analyze the effect of leverage and firm size
on earnings persistence with managerial ownership as a moderating
variable. The population in this study is manufacturing companies listed on
the Indonesia Stock Exchange in 2016-2019. The sample selection method
used purposive sampling criteria, while the data analysis methods used in
this study were multiple regression analysis and moderated regression
analysis. Before analysing the data, first perform the classical assumption
test, after the data is declared to meet the test criteria, then a hypothesis test
is carried out consisting of multiple regression analysis, coefficient of
determination test (R-squares), simultaneous significance test (F-test),
significance test partial test (t-test) and moderated regression analysis
(MRA). The results showed that leverage had a positive effect on earnings
persistence, and firm size had no effect on earnings persistence, while
managerial ownership was unable to moderate the effect of leverage and
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I. INTRODUCTION

Companies are generally required to make financial reports
as a form of management accountability to external parties
for the resources that have been used, including investors in
terms of making investment decisions, creditors in terms of
lending funds, management in terms of giving bonuses to
employees of the company. In addition, the financial
statements also reflect the company's performance, which is
reflected in the company's profits. Therefore, profit becomes
the center of attention of users of financial statements. Profit
is an important element in financial statements with
indicators used to measure company performance. Profit is a
measurement of changes in shareholder wealth or estimated
future profits [1]. FASB defines Accounting Profit as the
change in equity (net assets) of an entity during a certain
period resulting from transactions and events or events that
originate not from the owners. A company is considered
healthy if it produces persistent profits or does not often
fluctuate each period. The earnings persistence is a profit that
has the ability as an indicator of future earnings generated by
the company repeatedly (repetitive) in the long term
(sustainable) [2]. By performing earnings persistence, the
company can predict future profits by implementing current
year earnings. A persistent profit is highly expected by
investors because it can reduce investor anxiety about the
investment decisions that have been taken.
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Earning persistence activities is closely related to
modifying earnings or earnings management. Earnings
management can be said to be positive if it is carried out
properly and does not eliminate the quality of the earnings.
However, earnings management actions can be said to be
negative if they are carried out excessively and are used to
cover losses that should be borne. Profit modification is a
common practice for companies, for example PT Bank
Bukopin, Tbk (source: kontan.co.id). The banking company
has made improvements to the company's financial
statements for 2016 which caused quite significant changes,
especially in profit. This change occurred due to an improper
recording of income from the credit card business so that it
did not match reality. These changes were made so that the
company's financial condition that was experiencing a
decline could not be seen and to reduce the risk of investors
withdrawing as investors in PT Bank Bukopin, Tbk. To
generate a persistent profit can be influenced by certain
factors. However, in this study the factors that are thought to
influence earnings persistence are the level of debt, firm size,
and managerial ownership.

The first factor that is thought to influence earnings
persistence is the level of debt (leverage). One of the efforts
that can be made by PT Bank Bukopin, Tbk to cover these
losses is by making loans or debts. Currently, loans with debt
are an alternative to corporate funding. However, if the
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company's debt level is high enough, investors will be wary
of continuing to invest in the company. A high level of debt
is one of the factors for carrying out profit modification
actions so that the company's profits look persistent or stable.
The level of debt encourages companies to increase earnings
persistence with the aim of maintaining good performance in
the eyes of auditors and users of financial statements [3].
Good performance is expected by creditors to continue to
have confidence in the company, continue to provide loans,
and the company will obtain convenience in the payment
process [4]. Research conducted by [3], [5]-[15] show that
debt levels have a positive effect on earnings persistence.
Meanwhile, research conducted by [16], [17] shows that debt
levels have a negative effect on earnings persistence.
Meanwhile, research conducted by [18]-[21], showed that the
level of debt has no effect on earnings persistence.

Other factors besides being influenced by the level of debt,
earnings persistence is also influenced by firm size. Company
size is the size of the company. Large companies have better
stability and predictable operations, so that the resulting
estimation error will be smaller. In addition, large companies
have large resources for their business activities. Large
companies are considered to have good prospects in a
relatively long period of time, but it also reflects that the
company is relatively more stable and more able to generate
profits than companies with smaller total assets. With the size
of the company, of course, the higher profit growth is also
expected. High profit growth is expected by investors, but it
can be suspected as a practice of modifying earnings so that
company profits look persistent. The persistence of high
corporate earnings indicates a stronger relationship between
corporate profits and returns for investors in the form of stock
returns. This is what makes investors have more confidence
and are more interested in large companies, because large
companies are considered capable of continuously improving
their company's performance by trying to increase the
persistence of company profits [21]. Research conducted by
[5], [6], [12], [13], [20]-[22] showed that firm size has a
positive effect on earnings persistence. Meanwhile, research
conducted by [14] showed that firm size has a negative effect
on earnings persistence. The results of research conducted by
[18]-[19], [23], [24], show that firm size does not affect on
earnings persistence.

Another factor that is also thought to influence earnings
persistence apart from debt level and firm size is managerial
ownership. Managerial ownership is the amount of share
ownership of the company's management who actively
participates in making company decisions. Managerial
ownership is one way to minimize agency conflict [25]. With
managerial ownership, agents will be motivated to work
better in improving company performance, because agents
have a share in the profits generated by the company [26].
Managerial ownership can be used to determine the quality of
earnings which is reflected in the persistence of earnings, the
greater the management owns of the company's shares, the
greater the manager's sense of responsibility to account for
his financial statements [3]. Managers who are also
shareholders will try to increase the persistence of company
profits, because with increasing company profits, the
dividends distributed to shareholders will also increase. So
that the interests of managers (agents) and investors outside
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the company will be in line, namely to both obtain large
dividends from their investment results.

The factors of debt level, firm size, and managerial
ownership have been widely studied by previous researchers,
but the results obtained from several studies are inconsistent.
There is a significant research gap between research results.
With a significant research gap between the results of one
research and another and the importance of earnings
persistence in Indonesia, this research is encouraged to be
conducted. The difference between this research and previous
research is by adding one variable, namely firm size, and
moving the managerial ownership variable as a moderating
variable. The moderating variable used to assess whether the
influence of the dependent variable with the independent
variable will be stronger or weaker. The study was conducted
on manufacturing companies listed on the Indonesia Stock
Exchange from 2016-2019 period.

Il. LITERATURE REVIEW

A. Theoretical Basis

Agency theory is one of the theories that is often used as a
theoretical basis in accounting research. [25] define an
agency relationship as "a contract in which one or more
persons (principal) engage another person (agent) to perform
some services on their behalf (principal) which involves
delegating authority to make some decisions to the agent".
The relationship that occurs between the principal
(shareholder) and the agent (company management) creates
problems, namely differences in interests, and incurs costs to
overcome these problems. Agency theory is closely related to
earnings  modification actions, especially earnings
persistence, because these actions are carried out as proof that
management (agents) are doing what investors (principals)
want. The purpose of this action is the desire of investors in
receiving dividends and management's interest in receiving
stable compensation. So that profit persistence is carried out
so that the interests of both parties, namely agents and
management, remain in line.

Besides agency theory, another theory related to earnings
modification is signal theory. Signal theory provides
information to the principal regarding the condition of the
company. If the information to be provided is of a bad nature,
the manager must continue to report the information to
maintain the credibility of the shares traded on the stock
market (stock exchange). So, a logical consequence of signal
theory is that there is an incentive for all managers to receive
signals of the expectation of future profits. Because if
investors believe in the signal, then management and
principals will benefit [27]. Information published as a signal
from the company must provide information or a description
of the company's past, present, and future conditions. One of
the information is the annual report, because the report
contains information related to financial and non-financial.
Profit is a component of the annual report, which is a signal
from the company to external parties (creditors and
investors). If the company's profits are stable or persistent, it
means that the signal is a good signal.

The desire of investors to get higher returns, makes the
company make profit modifications. This modification,
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action is carried out so that the profits listed in the financial
statements look persistent. Persistent profit is profit that does
not often fluctuate every period and tends to be stable [28].
Earnings modification, action will affect the quality of the
earnings. According [29], earnings will be of good quality if
they can be a good indicator of future earnings. High-quality
earnings are profits that reflect sustainability or a sustainable
report. Thus, unsustainable earnings (unusual earnings) can
be stated that the earnings quality is poor.

Today, debt is one of the alternative funding for companies
with various considerations. Among other things, financing
with debt allows companies to enjoy the effects of tax
deductions because interest payments are usually tax
deductible [30]. Because dividends that have been paid by the
company on funds that have been given by investors cannot
be used as a deduction from taxable income. However, high
debt levels are also a threat to the company because potential
investors will be cautious when investing. Companies that
have high debt levels result in a loss of investor confidence.
So the company must restore this trust by showing that the
company's profits are persistent [31]. Efforts made by the
company are included in the act of modifying earnings. The
higher the level of debt, the greater the company's efforts to
improve company performance, through company profits.
With better performance, it is hoped that creditors will
continue to have confidence in the company so that they are
given convenience in the process of borrowing funds and
processing payments [32].

The size of a company will affect potential investors in
investing. The size of the company is expressed in total
assets, if the greater the total assets of the company, the larger
the size of the company. Companies with a large number of
assets indicate that the company is relatively more stable and
able to generate greater profits compared to companies that
have fewer total assets [23]. Basically, the size of the
company is divided into three categories, namely: large
companies (large firms), medium companies (medium firms),
and small companies (small firms). According to Article 1 of
Law No. 20 of 2008, the size of the company is divided into
4 categories, namely: Micro Enterprises, Small Businesses,
Medium Enterprises and Large Enterprises. The bigger the
company, the bigger the profit growth is expected. High profit
growth will also affect earnings persistence and the
company's sustainability in attracting potential investors who
will be suspected of being a profit modification practice [12].

Managerial ownership is a situation where the manager
owns the company's shares or in other words the manager
does not only act as an agent but also acts as a shareholder of
the company. This will make managers more active in
fulfilling the wishes of shareholders who are none other than
themselves. Managerial ownership can be used to determine
the quality of future earnings which is reflected in the
persistence of earnings, the greater the manager owns the
company's shares, the greater the manager's sense of
responsibility to account for the financial statements [33].
Increased managerial ownership will bring a positive
response to the market. The market assumes that an increase
in the proportion of managerial ownership causes the
company's management to try to increase earnings
persistence in order to obtain high stock returns as well.
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B. Hypothesis Development
1) The effect of leverage on earnings persistence

A high level of debt is a threat to the company because
investors will be vigilant and more careful in investing, so to
restore the level of investor confidence, management makes
performance improvements which are shown through
persistent profits [31]. The greater the level of debt, the
greater the company will obtain additional capital for its
business activities, so that the profits generated can be
maximized and persistent. Investors tend to have a better
view of companies with high debt levels if the company's
profits are persistent or in accordance with actual and
sustainable conditions. This statement is in line with research
conducted by [3], [5]-[15] which show that the level of debt
has a positive effect on earnings persistence. Then research
conducted by [16], [17] shows that the level of debt has a
negative effect on earnings persistence. Based on this
description, the formulation of the hypothesis of this study is:

H1: Leverage has an effect on earnings persistence.

2) The effect of firm size on earnings persistence

The size of a company will affect potential investors in
investing. The size of the company is expressed in total
assets, if the greater the total assets of the company, the larger
the size of the company. Companies with a large number of
assets indicate that the company is relatively more stable and
able to generate greater profits compared to companies that
have fewer total assets [23]. The bigger the company, the
bigger the profit growth is expected. High profit growth will
also affect earnings persistence and the company's
sustainability in attracting potential investors who will be
suspected of being a profit modification practice [12]. This
statement is in line with research conducted by [5], [6], [12],
[13], [20]-[22] shows that firm size has a positive effect on
earnings persistence. Then research conducted by [14] shows
that company size has a negative effect on earnings
persistence. Based on this description, the formulation of the
hypothesis of this study is:

H2: Firm size has earnings persistence effect.

3) The Managerial ownership moderates the effect of
leverage on earnings persistence

Managerial ownership is a situation where the manager
owns the company's shares or in other words the manager
does not only act as an agent but also acts as a shareholder of
the company. This will make managers more active in
fulfilling the wishes of shareholders who are none other than
themselves. Managerial ownership can be used to determine
the quality of future earnings which is reflected in the
persistence of earnings, the greater the manager's ownership
the company's shares, the greater the manager's sense of
responsibility to account for financial statements [3]. In the
previous explanation, it is known that the greater the level of
debt, the greater the company will obtain additional capital
for its business activities, so that the profits generated can be
maximized and persistent. Thus, companies that have large
debt levels and the greater the manager's ownership company
shares, the greater the manager's sense of responsibility to
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account for the financial statements, which in turn can cause
company management to seek to increase earnings
persistence to obtain high stock returns. Based on this
description, the formulation of the hypothesis of this study is:

H3: Managerial ownership moderates the effect of leverage
on earnings persistence.

4) Managerial ownership moderates the effect of firm
size on earnings persistence

Managerial ownership is the ownership company shares by
the commissioners or directors of the company's outstanding
shares. Management not only acts as an agent, but also acts
as a shareholder. This will make directors more intense in
monitoring their managers, finances in order to the quality of
the company and the quality of its earnings. The greater the
managerial ownership, the greater the persistence of earnings.
The role of managerial ownership becomes influential in the
company, the manager not only acts as a manager but also as
a shareholder. In the previous explanation, it is known that
the larger the company, the greater the profit growth is
expected. Thus, the larger the size of the company and the
greater the management owns company’s shares, the greater
the sense of responsibility of the manager to account financial
statements so that the persistence of earnings will be greater
[3]. Based on this description, the formulation of the
hypothesis of this study is:

H4: Managerial ownership moderates the effect of firm size
on earnings persistence.

C. Conceptual Framework

Based on the brief explanation above, the framework of
this research can be described as follows:

H1
Leverage 1‘\>
Earning
H3 H2 Persistence
Firm Size —
H4
Managerial
Ownership

Fig. 1. Conceptual Framework

I1l. RESEARCH METHODS

A. Population and Sample

The object used in this study is a manufacturing company
that has been listed on the Indonesia Stock Exchange (IDX)
during 2016-2019. The population of this study are
manufacturing companies that have been listed consecutively
on the IDX during 2016-2019 period. The selection of this
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research sample is based on purposive sampling technique, so
that it is based on certain criteria.

The criteria for selecting the research sample are:

1) Manufacturing companies that have been consecutively
listed on the IDX for the period 2016-2019.

2) Manufacturing companies that present audited financial
statements successively on the IDX during the period
2016-2019 and have a hookkeeping period as of
December 31.

3) Manufacturing companies that did not suffer losses in
the audited financial statements during the study period.

4) Manufacturing companies that present audited financial
statements successively on the IDX during 2016-2019
period are presented in rupiah.

5) The audited financial statements must have complete
information needed for this research.

B. Variable Operation

This study consists of two independent variables (X), the
dependent variable (YY) and the moderating variable (Z). The
independent variables are leverage (X1), and firm size (X2).
The dependent variable is earnings persistence, and the
moderating variable is managerial ownership.

1) Dependent Variable (Y)

Profit is a tool to measure company performance. The
desire of investors to get higher returns, makes the company
make profit modifications. This modification, action is
carried out so that the profits listed in the financial statements
look persistent. Earning Persistent is profit that does not often
fluctuate every period and tends to be stable [28]. This
activity is carried out to attract investors to invest. [34]
calculate earnings persistence with changes in profit before
tax for the current year, which consists of profit before tax
this year minus profit before tax for the previous year divided
by total assets whose calculation is based on the following
formula:

Profit before tax, — Profit before tax;_y

Earnings persistence =
Total Assets

2) Independent Variable (X)

The independent variables or independent variables from
this research are:

a) Leverage (X1)

Debt is an alternative funding for companies with various
considerations. Among other things, financing with debt
allows companies to enjoy the effect of tax deductions
because interest payments are usually tax deductible [30].
However, high debt levels are also a threat, because potential
investors will be vigilant and more careful when investing.
Therefore, the company will try to improve the company's
performance through company profits. Based on research
conducted by [12], [14], [15], [31], the level of debt is
measured by the Debt to Total Assets Ratio (DTA).

Total Debt

Debt to Total Assets = ———
Total Assets
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b) Firm Size (X2)

The size of a company will affect investors in investing.
However, basically, companies are divided into three
categories, namely: large companies, medium companies,
and small companies. The larger the size of the company, the
greater the profit growth is expected [12]. There are many
measurements for company size, but based on research
conducted by [12], [23], company size is measured by:

Firm size = Logarithm Natural Total Assets

3) Moderating Variable (Z)

The managerial ownership is the amount of share
ownership of the management and directors of the company.
The existence of managerial ownership is often associated
with agency theory. In agency theory, it is said that the
relationship between managers and shareholders is described
as the relationship between the agent and the principal. The
measurement of managerial ownership variables based on
research [3], [21] uses the percentage of shares obtained from
the number of managerial shares divided by the total number
of outstanding shares, or with the formula:

Number of managerial shares
Number of outstanding shares

Managerial Ownership =

C. Data Analysis Method

The data analysis method used in this study is a linear
regression statistical technique with hypothesis testing to
analyze, test, and answer the accuracy of the hypothesis. Data
processing in this study was processed with the help of
EViews version 10 software. The regression equation to test
the hypothesis of the impact of leverage and firm size on
earnings persistence with managerial ownership as the
moderating variable is as follows:

EP = a + BiLev + B2FS + 3sMO + BaLev*MO + B5sFS*MO + ¢

EP = Earnings Persistence;

a = Constants;

Lev = Leverage;

FS = Firm Size;

MO = Managerial Ownership;
B1-Bs = Regression coefficient;

Lev*MO = Interaction of leverage with Managerial
Ownership;
FS*MO = Interaction of Firm Size with Managerial
Ownership;

¢ = Error distribution.

IV. RESULTS AND DISCUSSION

A. The Object of Study

The focus of this study is Indonesian manufacturing
companies listed on the Indonesia Stock Exchange (IDX),
with the object of research in the form of annual financial
reports that have been published in the IDX. The sampling
technique used is a purposive sampling technique by
obtaining samples that match the research criteria, so that a
research sample of 42 companies is obtained for four (4)
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years of observation, so that this study has 168 research data,
which are presented in the following table.

TABLE I: RESEARCH SAMPLE DETERMINATION

No. Description Total
1. Manufacturing companies listed on the IDX 169
5 Manufacturing companies listed on the IDX in a row 42)

' during the 2016-2019 period
Companies that do not present audited financial
3 statements consecutively during the 2016-2019 5)
' period and do not have a bookkeeping period as of
December 31
4 Manufacturing companies that suffered losses during (72)

the 2016-2019 period

Companies that do not present audited financial
5. statements consecutively during the 2016-2019 ®3)
period and are presented in rupiah
Manufacturing companies whose financial

6. statements do not have complete data ®)
Number of Samples 42
Number of Observations 168

Source: data processed by the author.

B. Data Analysis

After the research data has been processed, then data
analysis is carried out. This research uses multiple regression
analysis method and moderated regression analysis (MRA).
Before conducting data analysis, first perform a classical
assumption test, which is intended so that the resulting
research data can meet the test criteria.

The classical assumption test is carried out before
performing multiple analysis, regression testing and
moderating regression to determine whether the moderating
variable strengthens or weakens influenced the independent
variable on the dependent variable, as well as a requirement
to determine the feasibility of the data, so that the tested data
has passed the test criteria and ensures there are no deviations
for obtain accurate results with a good regression model. The
classical assumption test consists of four tests, namely
normality test, multicollinearity test, heteroscedasticity test,
and autocorrelation test.

After testing the classical assumptions, then testing the
hypothesis consisting of multiple regression analysis,
coefficient of determination test (R-squares), simultaneous
significance test (F-test), partial significance test (t-test) and
moderated regression analysis (MRA) test.

1) Multiple Regression Analysis

The results of the calculation of Multiple Regression
Analysis using EViews 10 are as shown in the following
table:

TABLE Il: MULTIPLE REGRESSION ANALYSIS RESULTS

Variable Coefficient  Std. Error t-Statistic  Prob.
C 0.028409  0.060460 0.469882 0.6391
LEV 0.051338  0.013795 3.721645 0.0003
FS -0.182815 0.313604 -0.582949 0.5607

Effects Specification

S.D. Rho
0.000000 0.0000
0.052779 1.0000

Cross-section random
Idiosyncratic random
Weighted Statistics

R-squared 0.081874  Mean dependent var  0.012442
Adjusted R-squared  0.065079 S.D. dependent var  0.053206
S.E. of regression  0.051446 Sum squared resid  0.434054
F-statistic 4.874909 Durbin-Watson stat  2.026427
Prob(F-statistic) 0.002836

Source: data processed by the author.
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Based on the table above, the regression model is obtained
for multiple regression analysis, as follows:;

EP =0.0284 + 0.0513 LEV - 0.1828 FS + ¢

The conclusion can be drawn based on the above equation
are as follows:

1. B0 = constant value of 0.0284.

This shows that if the value of leverage and firm size is
zero (0), then the value of earnings persistence has increased
by 0.0284.

2. BILEV = regression coefficient of leverage variable of
0.0513.

This shows that if the other independent variables have a
fixed value and leverage has increased by 1%, the earnings
persistence value will increase by 0.0513 or 5.13%.

3. B2FS = firm size variable regression coefficient of -
0.1828.

This shows that if the other independent variables have a
fixed value and the firm size increases by 1%, the earnings
persistence value will decrease by 0.1828 or 18.28%.

2) Coefficient of Determination Test (R-squares)

Based on the data on Table Il. The value of adjusted R-
Squared is 0.065. Based on these results, it can be concluded
that the dependent variable, namely earning persistence, can
be explained by the independent variable consisting of
leverage and firm size of 6.5%, while the remaining 93.5% is
explained by other variables not included in this study.

3) Simultaneous Significance Test (F-Test)

Based on Table II, the Prob value (F-statistic) is 0.0028, so
it is smaller than the probability value of 0.05. Based on these
results, it can be concluded that leverage, firm size, and
managerial ownership, which moderate the effect of
independent variables have a joint effect on earnings
persistence.

4) Partial Significance Test (t-test)

The following is the effect of each independent variable
based on the result of the t-test analysis:
a) Leverage
Based on Table Il. Which is the result of multiple
regression analysis shows that the independent variable
leverage obtains a significance value of 0.0003 or is below
the probability value of 0.05. Based on these results, it can be
concluded that leverage has a positive effect on earnings
persistence.
b) Firm Size
In Table I1. Firm size variable obtains a significance value
of 0.5607 or is above, the probability value of 0.05. Based on
these results, it can be concluded that the firm's size variable
has no effect on earnings persistence.

5) Moderated Regression Analysis (MRA) Test

The results of the MRA test can be seen in the Table III.
Based on the table above, the regression model for MRA
analysis is obtained as follows:

EP =-0.027 — 0.0096 LEV + 0.2128 FS + 0.0867 MO +
0.024 LEVxMO - 0.4766 FSxMO + ¢
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TABLE IIl: MRA TEST RESULTS

Variable Coefficient  Std. Error  t-Statistic  Prob.
C -0.027061  0.078739  -0.343683 0.7320
LEV -0.009613  0.037971 -0.253155 0.8008
FS 0.212822  0.394348  0.539682  0.5909
MO 0.086695  0.547837  0.158249  0.8747
LEV_MO 0.024082  0.109558  0.219806  0.8266
FS_MO -0.476645 3.035743 -0.157011 0.8756
Effects Specification
S.D. Rho
Cross-section random 0.000000  0.0000
Idiosyncratic random 0.041950  1.0000
Weighted Statistics
R-squared 0.005053 Mean dependent var  0.010885
Adjusted R-squared -0.056364 S.D. dependent var 0.040977
S.E. of regression  0.042116 Sum squared resid 0.143676
F-statistic 0.082271 Durbin-Watson stat ~ 1.299150
Prob(F-statistic) ~ 0.994823

Source: data processed by the author.

The conclusion can be drawn from the above equation are:

1. B0 = constant value of (-0.027).

This shows that if the value of leverage, firm size, and
managerial ownership is zero (0), then the value of earnings
persistence has decreased by 0.027.

2. BILEV = the regression coefficient of the leverage
variable is -0.0096.

This shows that if the other independent variables have a
fixed value and leverage has increased by 1%, the earnings
persistence value will decrease by 0.0096 or 0.96%.

3. B2FS = firm size variable regression coefficient of
0.2128.

These results indicate that if the other independent
variables remain firm size increases by 1%, then the earnings
persistence value will increase by 0.2128 or 21.28%.

4. B3MO = managerial ownership variable regression
coefficient of 0.0867.

This shows that if the value of other independent variables
is fixed and managerial ownership has increased by 1%, then
the value of earnings persistence will increase by 0.0867 or
8.67%.

Table Il shows the interaction between leverage and
managerial ownership (FS_MO) and firm size variable with
managerial ownership (FS_MO), with the following
interaction results:

1. The interaction between leverage and managerial
ownership shows a probability value of 0.8266 or is far
above, the probability value of 0.05 (P > 0.05), can be
concluded that the interaction between leverage and
managerial ownership have no effect on earnings persistence.
In other words, managerial ownership is not able to moderate
the effect of leverage on earnings persistence.

2. The interaction between firm size variable and
managerial ownership shows a probability value of 0.8756 is
above, the probability value of 0.05 (P > 0.05), it can be
concluded that the interaction between firm size and
managerial ownership have no effect on earnings persistence.
On other words, managerial ownership is not able to
moderate the effect of firm size on earnings persistence.

C. Discussion

The following is a discussion of the results of the tests that
have been carried out on the variables of leverage, firm size,
and managerial ownership.
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1) Leverage Effect on Earnings Persistence

Based on the results of this study described previously, it
is known that leverage has an effect on earnings persistence,
which means that H1 is accepted. That is, the greater the debt
owned by the company, the greater the profit that must be
generated by the company. This conclusion is obtained from
the results of multiple regression analysis, which shows a
probability value of 0.0003 which is smaller than the
significance value of 0.05. This indicates that leverage is one
of the factors for earnings persistence. The results of this
study are consistent with research conducted by [3], [5]-[15]
show that debt levels have a positive effect on earnings
persistence. However, it is different from the research
conducted by [18]-[21], which shows that the level of debt
has no effect on earnings persistence.

2) Firm Size Effect on Earnings Persistence

Based on the results of this study described previously, it
is known that firm size has no effect on earnings persistence,
which means H2 is rejected. That is, the size of a company
will not affect the decrease or increase in company profits.
This conclusion is obtained from the results of multiple
regression analysis, which shows a probability value of
0.5607 which is greater than a significance value of 0.05. This
indicates that firm size cannot help the company in
performing earnings persistence. The results of this study are
consistent with research conducted by [16]-[19], [23], [24],
shows that firm size have no effect on earnings persistence.
However, it is different from the research conducted by [5],
[6], [12], [13], [20], [21]-[22] showed that firm size has a
positive effect on earnings persistence.

3) Managerial Ownership Moderates Effect of Leverage
on Earnings Persistence

Based on the results of this study described previously, it
is known that managerial ownership is not able to moderate
the effect of leverage on earnings persistence, which means
H3 is rejected. It means that the size of share ownership by
management in the company is not able to moderate the effect
of debt levels on earnings persistence. This conclusion is
obtained from the results of the interaction test which shows
the probability value of LEV*MO of 0.8266 which is greater
than the significance value of 0.05. Managerial ownership is
not able to moderate the effect of leverage on earnings
persistence. This shows that the low share ownership by
management in the company causes managers to feel that
they do not have the same interests as company shareholders
or other outside parties, namely obtaining high dividends
from company profits with high persistence, and the high
level of debt of a company will not affect the increase in
company profits, because company managers tend to perform
performance independent of high or low levels of debt.

4) Managerial Ownership Moderates Effect of Firm Size
on Earnings Persistence

Based on the results of this study described previously, it
is known that managerial ownership is not able to moderate
the effect of firm size on earnings persistence, which means
H4 is rejected. This means that the size of the share ownership
by management in the company is not able to moderate the
effect of company size on earnings persistence. This
conclusion is obtained from the results of the interaction test
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which shows the FS*MO probability value of 0.8756 which
is greater than the 0.05 significance value. Managerial
ownership is not able to moderate the effect of firm size on
earnings persistence. This shows that the size of a company
will not affect the decrease or increase in company profits,
and the size of the management owns the company's shares,
managers will remain motivated to work better in improving
company performance, because managers have a share of the
profits generated by the company.

V. CONCLUSIONS AND SUGGESTION

A. Conclusion

Based on the results of research on the impact of leverage
and firm size on earnings persistence with managerial
ownership as a moderating variable, it can be concluded as
follows: 1) Leverage has a positive effect on earnings
persistence, 2) firm size has no effect on earnings persistence,
3) managerial ownership is not able to moderate the effect of
leverage on earnings persistence, and 4) managerial
ownership is not able to moderate effect of firm size on
earnings persistence.

B. Suggestion

Based on the results of the research and discussion, as well
as the conclusions above, there are some suggestions for
further research as follows:

1) Future research is expected to expand the research
period of time obtaining more reliable results, because in this
study only a period of four years was used.

2) Future research is expected to use research samples
from all manufacturing companies listed on the Indonesia
Stock Exchange, because the sample in this study does not
include all manufacturing companies listed on the Indonesia
Stock Exchange.

3) Further research is expected to add other variables can
affect earnings persistence such as company age, company
performance and other supporting variables, because the
influence of independent variables on the dependent variable
in this study is very small, the adjusted R square value shows
only 6.5 %.

4) Future research is expected to use other moderating
variables to determine factors that can strengthen or weaken
the effect of leverage and firm size on earnings persistence,
because in this study managerial ownership variables were
not able to moderate the effect of leverage and firm size on
earnings persistence.
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