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Article Info Abstract 

This study aims to empirically prove the effect of market concentration, 
total debt, and earnings management on earnings persistence partially. The 
research strategy used in this research is causality with the method of 
literature study and documentation. The data used in this study is 
secondary data that is quantitative.    
   
The data analysis method used is panel data analysis using the eviews 
application version 10 and SPPSS version 25. The population used in this 
study is a manufacturing company listed on the Indonesia Stock Exchange 
for the period 2015 to 2020. In selecting the sample, the researcher used a 
purposive sampling method with using predetermined criteria. The sample 
obtained in this study in one period as many as 116 companies which if 
accumulated during the research period amounted to 696 companies. 
 
The results obtained in this study prove that market concentration and 
earnings management have a positive effect on earnings persistence, while 
total debt has no effect. This study resulted in a coefficient of 
determination of 0.188033, which indicates that 18.8033% earnings 
persistence can be explained by market concentration, total debt, and 
earnings management, while the rest is influenced by other variables not 
included in this study. 
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1.   Introduction  

Today, in the midst of global economic instability, business actors are required to improvise 
in order to be able to maintain the continuity of their business. The weakening prospect of global 
trade is inseparable from the trade war that continues to heat up which has various consequences, 
especially in investment activities where uncertainty continues to surround investors. 

Indonesia itself cannot deny the impact of the domino effect arising from the feud between the 
United States and China. Piter Abdullah as Research Director of the Center of Reform on 
Economics (CORE) explained that these events complicate Indonesia's international trade as 
reported (kumparan.com, 2019). In terms of exports, where Indonesia as a major player in raw 
material suppliers will experience a decline in line with the number of production companies in 
the two countries. 

Global economic instability is a challenge that must be swallowed up for business people. The 
reason is, they must have efforts to ensure the business they run has sufficient resilience in dealing 
with these conditions. In this phase, the company's management is challenged and required to 
make different breakthroughs and strategies that can bring the company to a stable condition and 
even improve. 
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Earnings is often used as an indicator of how a company is performing, for investors in the 
midst of a worried investment climate, earnings is quite crucial information as their consideration 
for investing. Reported earnings must be in accordance with the actual performance of the 
company so as not to mislead users of financial statements. The earnings value listed in the 
financial statements will have various responses depending on the quality. A company's earnings 
is said to be of quality if it has little or no perceptual disturbance. Another thing was conveyed by 
Rahmayani (2020: 2) that there are several things that can be used as an effort to measure the 
quality of company earnings, namely, using earnings persistence, feedback, punctuality, honesty 
in presentation, and testability. 

Many factors affect how persistent the earningss generated by a company. Market 
concentration describes how a company's position in the market is, how competitive the company 
is with its competitors so that it will indirectly signal the company's condition in the future. Then, 
in carrying out its operational financing, the company needs capital to run it. The company's capital 
structure does not only come from one source, many companies combine their capital structure 
with equity and debt. Another thing that can affect how persistent a company's earnings is, is total 
debt. Total debt here can be interpreted as a funding effort carried out by companies using debt 
(Kuniarsi and Wibowo, 2017: 5). 

Another factor that can affect earnings persistence is when management performs earnings 
management to produce a consistent earnings trend in order to gain the trust of outsiders. Wahyuni 
(2017: 3) states that one of the motives of earnings management is income smoothing which is an 
effort made so that the earningss generated are not too fluctuating where by reducing the 
components of determining earningss in a period. With the state of reported earnings that do not 
fluctuate, it makes it easier for investors to predict the company's earningss in the future. 

The Minister of Finance of Indonesia, Sri Mulyani explained that in the midst of the current 
challenging global economic conditions, of course, this has an impact on manufacturing industry 
companies in Indonesia which are still importing raw materials from China. The global economic 
situation is unstable, so an industrialization strategy is needed in a dynamic era like today 
(indonesiadevelopmentforum.com, 2020). In Indonesia, Hendro Wibowo as director of PT Multi 
Indocitra Tbk., which is a producer and distributor of baby goods, health products, and cosmetics, 
said that although the company had increased revenues, the earnings generated decreased by 
15.2% due to costs. company advertisements at the beginning of the year, for that the company 
will continue to expand its business scope to boost its sales, this is reported in the Hidayat report 
(industri.kontan.co.id, 2019). 

There have been many studies related to the persistence of a company's earnings, but the results 
obtained are still varied. Like Arisandi and Astika (2019: 1879) who say that the level of debt has 
no effect on the persistence of company earningss. Another thing is concluded by Gunarto (2019: 
341) that the level of debt has a positive effect on earnings persistence. In addition, Mahendra and 
Suardikha (2019: 191) conclude that there is a positive influence generated by the level of debt, 
and market concentration on earnings persistence. 

With the results of previous studies that are still different, it makes researchers interested in 
reviewing the effect of total debt on earnings persistence, in addition, researchers add independent 
variables of earnings management and market concentration which are still quite little researched, 
and researchers include control variables in the form of company growth and company size based 
on research that has been carried out. 
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1.1. Formulation of the Problem 
Based on the background described above, the researchers formulated the problem in this 

study as follows: 
1. How is the effect of market concentration on the earnings persistence of 

manufacturing companies listed on the Indonesia Stock Exchange for the 2015 – 
2020 period? 

2. How is the effect of total debt on Earnings Persistences of manufacturing companies 
listed on the Indonesia Stock Exchange for the period 2015 - 2020? 

3. How is the effect of earnings management on the earnings persistence of 
manufacturing companies listed on the Indonesia Stock Exchange for the period 2015 
- 2020? 

 
1.2. Research Purposes 

 Based on the formulation of the problem above, this research has several objectives as per  
follows: 

1. To prove empirically how is the effect of market concentration on earnings persistence 
of manufacturing companies listed on the Indonesia Stock Exchange for the period 
2015 - 2020 

2. To prove empirically how is the effect of total debt on the earnings persistence of 
manufacturing companies listed on the Indonesia Stock Exchange for the period 2015 
- 2020 

3. To prove empirically how is the effect of earnings management on the earnings 
persistence of manufacturing companies listed on the Indonesia Stock Exchange for 
the period 2015 - 2020 

 
2. Literature Review  

 In conducting this research, the researcher used several literature studies as a basis of 
reference and explained how the interrelationships of each variable were used. The literature 
review that the author uses is as follows: 
2.1. Agency Theory 
  In simple terms, agency theory explains the correlation between the contract giver known 
as the principal and the contract recipient or agent in which the agent is given the right to carry 
out tasks with the orientation of achieving the principal's goals (Supriyono, 2016: 63). In a real 
company, the agent is likened to the top management of a company which carries out all 
company activities on the basis of being trusted by the shareholders who are analogous to the 
principal. So the more the agent gives the best performance to the principal, the higher the 
returns he will receive. 
 
2.2. Signaling Theory 
  Regarding signaling theory, Fauziah (2017: 11) explains that the signal here is interpreted 
as a sign given by the company to interested parties such as investors. The signals conveyed 
by management are not only positive, but also negative. In addition, there are signals given by 
management that can directly explain the meaning, but not a few of these signals require further 
in-depth research to get the real meaning accurately. 
 
2.3. Earnings Persistence 
  Earnings persistence is one of the quality earnings where the earnings generated has 
sustainability and has a relationship with past earnings and has implications for future earnings. 
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For investors, it is important to know how persistent the earningss are in the companies they 
invest in so that the investments made are earningsable for them. 
 
2.4. Earnings Management 
  Earnings management is generally described by Sulistyanto (2012: 6) as an effort to 
deceive stakeholders regarding information in financial statements, especially on company 
performance with the intervention carried out by management. However, another opinion from 
Scoot (2015: 355) which says that earnings management has a positive side in it in order to 
produce better reports. For example, a company calculates depreciation using the straight-line 
method, but when an evaluation is carried out it turns out that the declining balance method is 
more appropriate, where this is done by management which will have an impact on better 
reports. In other words, earnings management is said to be a good thing because it is a better 
means of communicating information. 
 
2.5. Structure Conduct Performance (SCP) 
  Nikensari (2018: 17) explains that Structure Conduct Performance or abbreviated as SCP 
is a model that describes how the relationship between industrial markets structurally and 
indicators of the level of concentration on the performance of an industry based on earningss. 
In other words, the level of performance of a market is determined by its behavior which is 
adjusted to the structure of the market. 
 
2.6. Pecking Order Theory 
  Kuniarsi and Wibowo (2017: 4) describe the pecking order theory under which a company 
will have high earningsability if it has a lot of internal funding and uses relatively little debt. 
 
2.7. Trade of Theory 
  Trade off theory is a theory that explains that in determining the capital structure within 
the company in order to obtain an optimal capital structure, several factors such as taxes, 
agency costs and agency costs are included. This theory says that companies that have high 
earningss are companies that have high levels of debt as well. 
 
2.8. Relationship Between Variables  
2.8.1. Effect of Market Concentration on Earnings Persistence 
         Market concentration can describe how competitive a company is in a market share. 
Market concentration indicates how much a company influences sales on market share. The 
market structure is the basis for how a company treats its business. With market concentration, 
the company will make a strategy from each target market according to the criteria (Nikensari, 
2018: 17). 
         This is in line with the research results of Mahendra and Suardikha (2019: 191) 
concluding that there is a positive influence generated by market concentration on earnings 
persistence in transportation companies listed on the Indonesia Stock Exchange (IDX) for the 
period 2014 – 2017. Other research comes from Agustian ( 2020: 46) that managerial 
ownership, firm size, leverage, audit fees, cash flow, debt level, and market concentration 
have a positive effect, while book-tax differences have a negative effect on earnings 
persistence. Based on the explanation of the theory and the results of previous research above, 
the temporary answers in this study are as follows: 
H1: Market concentration has a positive effect on earnings persistence. 
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2.8.2. Effect of Total Debt on Earnings Persistence 
         Debt or liability is defined by Subramanyam (2017: 145) as funding that in the future 
requires payment of money, services, or other assets. Based on this definition, it can be said 
that debt is a present obligation caused by an event in the past. 
         Kuniarsi and Wibowo (2017: 4) explain the pecking order theory saying that 
companies with lower debt levels will have higher earningsability. Meanwhile, the trade off 
theory says otherwise that companies that have high earningsability are due to their high debt 
ratio in order to reduce their taxes. 
            Then Indriani and Napitupulu (2020: 145) conclude that the level of debt affects 
earnings persistence, in property and real estate sector companies. Another study, namely 
Nurmalasari et al (2020: 164) concluded that the level of debt and liquidity had a significant 
influence on earnings persistence. Based on the explanation of the theory and the results of 
the previous research above, the temporary answers in this study are as follows: 
H2: The level of debt has an effect on earnings persistence. 

 
2.8.3. Effect of Earnings Management on Earnings Persistence 
         Hery (2017: 50) defines earnings management as an accounting trick used by company 
managers to meet earnings targets because of the flexibility in preparing financial statements. 
Based on the above understanding, it can be concluded that earnings management is a 
deliberate action taken by management to manipulate existing earningss for personal interests 
which causes financial statements to be uninformative and cause a lot of bias and can mislead 
users. Another thing comes from the opinion of Scott (2015: 355) who says that earnings 
management has a positive side in it in order to produce better reports. This is done solely as 
a means of communication so that the information conveyed is better. 
            After that, Wahyuni (2017: 10) draws the conclusion that in companies that are 
suspected of smoothing earnings through real earnings management, the level of earnings 
persistence in each quarter is not different, this is presumably because the earnings figures 
presented on a quarterly basis are considered meaningless because of an engineering and has 
no useful information for its users. Another conclusion comes from Pernamasari (2018: 202) 
which says that earnings management has a significant effect on earnings persistence in a 
negative direction, while company size has no effect on earnings persistence. 
            Based on the explanation of the theory and the results of the previous research above, 
the temporary answers in this study are as follows: 
H3: Earnings management has an effect on earnings persistence 

 
2.8.4. Conceptual Framework 
        Sugiyono (2017: 60) explains that the conceptual framework is a description of the 
relationship between the independent and dependent variables to be studied. The conceptual 
framework serves as an illustration of the relationship between one concept and another. The 
following is the conceptual framework used in this study. 
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Figure 2.1 
Conceptual Framework 

 
          Based on Figure 2.1, it can be seen that the influence of three independent variables 
namely market concentration (MCit), total debt (TDit), and earnings management (MLit) on 
the dependent variable, namely earnings persistence (EPit). 
        Several previous studies, such as that conducted by Agustian (2020: 46), debt levels, 
and market concentration have a positive influence on the persistence of company earningss. 
Another conclusion was conveyed by Wahyuni (2017: 10) that income smoothing carried out 
through real earnings management has no effect on earnings persistence. 
   

3. Research Method 
3.1. Research Strategy 
       The research strategy used in this study is causality, according to Sugiyono (2016: 37) 
causality research is research that looks at causal relationships. This study aims to answer the 
hypothetical questions that have been determined, namely how the influence of market 
concentration, total debt, earnings management, operating cash flow, permanent differences and 
temporary differences on earnings persistence. 
 
3.2. Research Population 
       According to Sugiyono (2017: 136) population is a generalization area consisting of objects 
or subjects that have certain qualities and characteristics determined by researchers to be studied 
and then drawn conclusions. In this study, the population used is manufacturing sector companies 
listed on the Indonesia Stock Exchange for the period 2015 – 2020 
 
3.3. Research Sample 
       (2017: 137) defines the sample as part of the population that is considered representative of 
the entire population. The sample selection technique used in this study is purposive sampling, 
namely selecting samples using certain criteria. The criteria used in the selection of samples in this 
study are as follows:  

1.   Manufacturing sector companies that publish their financial reports consistently during the 
2014 – 2020 period. 

      Based on these criteria, the following is the number of samples used in this study 
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Table 3.1 
Research Sample 

Description Total 

Basic and chemical industry manufacturing companies 78 

Multi-industrial sector manufacturing company 53 

Manufacturing companies in the consumer goods industry 62 

Companies that do not consistently publish their financial 

statements during the period 2014 – 2020 

(77) 

Total sample in one period 116 

Total sample during the study period (6 x 116) 696 

 
           Based on table 3.1, after collecting data and selecting samples based on existing criteria, 
there were 78 companies in the basic and chemical industry sector, 53 companies in the various 
industries sector, 62 companies in the consumer goods industry sector with companies that were 
eliminated because they did not meet the criteria as many as 77 companies. , so the total sample in 
one period is 116 companies and if it is calculated during the research period used is 5 years, then 
the total data used in this study is 696 companies. 
 
3.4. Data and Data Collection Methods 
       This study uses secondary data. Sugiyono (2017: 137) explains that secondary sources are 
sources that do not directly provide data to data collectors. Therefore, on secondary source data, 
for example through other people or through documents. The technique of data collection is the 
documentation method. This study uses the financial statements of manufacturing sector 
companies which are downloaded through the Indonesia Stock Exchange (https://www.idx.com) 
and IDN Financials (https://www.idnfinancials.com/) sites. 
 
3.5. Variable Operations 
3.5.1.  Dependent Variable 
           (2017: 39) defines the dependent variable as a variable that is influenced or is the result of 
the independent variable in this study the dependent variable used is earnings persistence (Y). In 
calculating earnings persistence, Dechow and Schrand (2004: 12) put forward the following 
formula which was also used in the research of Mahendra and Suardikha (2020: 186) and 
Thingthing and Marsudi (2020: 86). In addition, Aguguom et al. (2019: 4) also Widiatmoko and 
Indarti (2018: 139) use the same formula, namely: 

X it = α + βXit-1 + e          ................................. (3.1) 
 
3.5.2.  Independent Variable 
           Sugiyono (2017: 39) defines independent variables as variables that influence or cause 
changes or the emergence of the dependent variable. (independent) namely market concentration 
(MC), total debt (TD), and earnings management (EM) 

A. Market Concentration (MC) 
 Referring to the research conducted by Nuraeni et al., (2018: 98) and also used 
by Mahendra and Suardikha (2019: 185) the level of market concentration is measured by 
the following formula: 
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 ……….. (3.2) 
B. Total Debt (TD) 

 The level of debt is an obligation that must be settled to related parties such as 
suppliers, banks, or other individuals who provide loans. Indriani and Napitupulu (2020: 
144) and also Fitriana and Fadhila (2016: 262) use the following indicators in calculating 
debt levels: 

………… (3.3) 
 

C. Earnings Management (EM) 
 Earnings management is a deliberate effort made by management in manipulating 
the value of earnings in financial statements for certain purposes. In calculating earnings 
management, this study refers to the Modified Jones model developed by Dechow (1995) 
and has been used by several previous researchers such as Indraswono (2016: 11) and also 
research conducted by Rohmaniyah and Khanifah (2018: 11) as follows: 
1. Calculating Total Accruals (TAC) 

TAC it = NI it  -  CFO it ......................................... (3.4) 
Information: 
TAC it = Total Accrual of company i in period t (now) 
NI it = net earnings of company i in period t (now) 
CFO it = Cash flow from operating activities of company i 
           in period t (now) 
 

2. Estimating Total Accruals (TAC) with Ordinary Least Square (OLS) to get the regression 
coefficient 

 
 ………… (3.5) 
 
 

Information: 
TAC it = Total Accruals of company i in period t (now) 
A it-1 = Total asset change i at the end of year t-1 (previous) 
REV it = Difference in revenue of company i year t 
 

3. Calculating nondiscretionary accruals (NDA) 
 
 

                                                                                                                      …………. (3.6) 
Information: 
NDA it = Non-discretionary accruals of company i on 
                year t (now) 
A it-1 = Total asset change i at the end of year t-1 (previous) 
REC it = Difference in receivables of company i in year t with the previous year 
PPE it = Total fixed assets of company i at the end of year t (now) 

 
4. Calculating discretionary accruals (DA) as a measure of earnings management 
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……………. (3.7) 
Information: 
DA it = Discretionary Accruals of company i in year period t (current) 
TAC it = Total Accruals of company i in year period t (current) 
A it-1 = Total assets of company i at the end of year t-1 (previous) 
NDA it = Non-discretionary accruals of company i in year t (current) 

 
3.5.3.  Control Variable 
    Sugiyono (2017: 41) defines the control variable as a variable that is set regularly to 
minimize the influence of external factors that affect the relationship between the dependent and 
independent variables used. In this study, researchers used two control variables, namely firm 
growth and firm size. 
A. Company Growth (CG) 
     Hery (2017: 60) explained that company growth is an indicator of how successful a company 
is. The company's growth really describes how the earnings condition is because one of the 
measurement indicators is to see how the company's income is of course directly related to the 
earnings generated 

……… (3.8) 
B. Company Size (CS) 
     Company size is a form of scale to classify a company into large or small categories 

Company Size (CS) = LN (Total Asset) ............. (3.9) 
 

3.6. Data Analysis Method 
       To process this research in analyzing the data, the researcher used descriptive statistical 
analysis and used panel data analysis methods. In addition, the tools that the researcher uses are 
the Eviews application version 10 and Microsoft Excel 2016. 
 
3.6.1.  Statistics Analysis Descriptive  
   Descriptive statistical analysis is defined by Sugiyono (2017: 35) to look at individual 
variables without drawing conclusions or seeing whether or not there is a relationship between 
them. 
 
3.6.2.  Regression Panel Data Analysis 
   Panel data analysis is described by Caraka and Yasin (2017: 1) as a combination of time 
series data and cross section data where the time series generally includes one object but has 
several periods, while cross data indicated that the data consists of several objects. 
 
3.6.3.  Panel Data Estimation Method 
   Panel data analysis techniques in this study can be done using the Common Effect Model 
(CEM), Fixed Effect Model (FEM), and Random Effect Model (REM). The following is a further 
explanation of the data analysis techniques used in this study: 

A. Common Effect Model (CEM) 
This technique treats the data by estimating using the Ordinary Least Square (OLS) 
method. However, this technique does not have separate attention between individuals and 
time (Caraka and Yasin, 2017: 3). 
 

B. Fixed Effect Model (FEM) 
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Caraka and Yasin (2017: 6) say that this technique assumes that the intercept value and 
regressor coefficient are constant for each region or time unit. This approach allows the 
available intercepts to vary but the slope coefficient is constant between cross-sectional 
units. 
 

C. Random Effect Model (REM) 
Caraka and Yasin (2017: 6) say that this technique assumes that the intercept value and 
regressor coefficient are constant for each region or time unit. This approach allows the 
available intercepts to vary but the slope coefficient is constant between cross-sectional 
units. 

 
3.6.4.  Panel Data Regression Model Selection 
   Basuki and Yuliadi (2015: 166) explain that to choose the most appropriate model used in 
managing panel data, there are several tests that can be done, namely: 

A. Chow Test 
 According to Basuki and Prawoto (2015: 11) the chow test is a test to determine 
the model between the common effect model and the fixed effect model in panel data 
regression. In this study, the significance value used is 5% or = 0.05. The criteria for this 
test are seen from the p value of the F statistic. If the value of Prob. <0.05 then H0 is 
rejected. And vice versa, if the value of Prob. > 0.05 then H0 is accepted. If H0 is accepted 
then the model used is the common effect. However, if H0 is rejected and H1 is accepted, 
then the model used is fixed effect. 
 

B. Hausman Test 
 Basuki and Prawoto (2015: 10) state that the Hausman test is a statistical test to 
choose whether the fixed effect or random effects model is the right model for panel data 
regression. In this study, the significance value used is 5% or = 0.05. If the probability 
value (p-value) of the random cross section is less than the value of = 0.05, then H0 is 
rejected, and the model chosen is fixed effect. Meanwhile, if the probability value (p-value) 
of the random cross section is greater than the value of = 0.05, then H0 is accepted, and the 
model chosen is random effect. 
 

C. Lagrange Multiplier Test 
 This test was conducted to determine whether the Random Effect model is better 
than the Common Effect (OLS) method (Basuki and Prawoto, 2015: 8). The basis for 
rejecting H0 is using the LM Test statistic which is based on probability values. If the 
probability value is > 0.05, then reject H0, so that the model that is more suitable in 
explaining the panel data modeling is the random effect model, and vice versa. If the 
probability value is < 0.05, then H0 is accepted, so the model that is more suitable in 
explaining the panel data modeling is the Pooled effect model. 

 
3.6.5.  Classic Assumption Test 
   The purpose of the classical assumption test is to assess whether the data used is feasible 
for analysis, this is important so that there is no bias. However, in research using panel data 
analysis, not all classical assumption tests must be passed, this is because panel data analysis has 
minimized bias in the data used (Kasmiarno and Mintaroem, 2016: 19). 

A. Multicollinearities Test  
 Sunyoto (2016: 87) explains that this test is intended if the research has two or more 
independent variables where it will be measured how the relationship between the 
independent variables is through the magnitude of the correlation coefficient (r). To test 
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multicollinearity by looking at the VIF value of each independent variable, if the VIF value 
is < 10, it can be concluded that the data is free from multicollinearity symptoms. 
 

B. Heteroskedasticities Test 
 Sunyoto (2016: 90) explains that in the multiple regression equation it is also 
necessary to test whether or not the variance of the residuals from one observation is equal 
to another. If the residuals have the same variance, it is called homoscedasticity and if the 
variances are not the same or different, it is called heteroscedasticity. 

 
3.6.6.  Hypothesis Testing Model 
    In this study, researchers used statistical software Eviews version 10. Then the resulting 
output will be presented in tabular form to make it easier to understand. The following is the 
multiple linear regression equation in this study: 

EPit = α + β1 MCit + β2 TDit + β3 EMit + e 
Information: 
EPit  = Persistence of Earnings of Company i in Year t 
α       = Constant Coefficient 
β1     = Market concentration regression coefficient 
MCit = Market Concentration of Company i in Year t 
β2 = Regression coefficient of total debt 
TDit = Total Debt of Company i in Year t 
β3 = Earnings management regression coefficient 
EMit = Earnings Management of Company i in Year t 
 
3.6.7.  Hypothesis Test 
  The hypothesis test used in this study is a partial test (t test), simultaneous test (F test) and 
analysis of the coefficient of determination (adjusted R2) with the following details: 

A. Partial Test (t Test) 
 This test is to see how much influence is given by the independent variable (X) 
used on the dependent variable (Y). Ghozali (2016: 3) states that hypothesis testing will be 
carried out using a significance level of 0.05 formulated as follows: 

1. If the significance value of t < 0.05 means that the independent variable has a partial 
effect on the dependent variable 

2. If the significance value of t > 0.05 means that the independent variable does not 
partially affect the dependent variable 

 
B. Simultaneous test (F Test) 

 Ghozali (2016: 171) states that the simultaneous effect test is used to determine 
whether the independent variables simultaneously or simultaneously affect the dependent 
variable. If the independent variables used have a simultaneous effect on the dependent 
variable which in this study is earnings persistence, then the regression equation model is 
included in the suitable criteria. The F statistic test in the data analysis of this study uses 
two confidence standards of 0.05 or 5% with the following conclusions: 

1. If the significance of F < 0.05, then H0 is rejected, which means that the 
independent variables simultaneously affect the dependent variable. 

2. If the significance of F > 0.05, then H0 is accepted, which means that the 
independent variables simultaneously have no effect on the dependent variable. 

 
C. Coefficient of Determination Analysis (Adjusted R Squared) 

 The Coefficient of Determination (R2) aims to measure how much the independent 
variable contributes to the dependent variable. The value of the coefficient of determination 
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is between zero and one. A value close to one means that the independent variables provide 
almost all the information needed to predict the variation of the dependent variable. 
Sugiyono (2017: 257) explains that the analysis of the coefficient of determination can be 
formulated as follows: 

Determination Coefficient (DC) = r2 x 100% 
Information: 
DC = Coefficient of Determination 
r2 = Correlation coefficient squared 
 

4.   Results and Discussions 
4.1. Description of Research Object 
       In this study, the research object used was manufacturing sector companies listed on the 
Indonesia Stock Exchange during the 2015-2020 period. Researchers used a purposive sampling 
technique in selecting the research object that was used as a sample by setting criteria. In this 
study, the researcher divides the object of research into three sub-sectors in manufacturing 
companies, namely, the basic and chemical industrial sector, various industries, and the consumer 
goods industry. The data on the number of companies that the researchers obtained were 78 
companies in the basic and chemical industry sectors, 53 companies in the various industrial 
sectors, and 62 companies in the consumer goods industry sector, which then from the total number 
of companies in all sectors there were 77 companies that did not meet the predetermined criteria. 
So in one period the number of companies that can be used as objects of research are 116 
companies, then the researcher uses a time span of 2015 - 2020 so that the total number of samples 
used as research objects is 696 companies. 
 
4.2. Data Analysis 
4.2.1. Statistics Descriptive Analysis 
          The following are the results of descriptive statistical analysis in this study. 

Table 4.1 
Statistics Descriptive Analysis 

       
        EP MC TD EM CG CS 
       
        Mean  0.646138  0.014477  0.459718 -0.004680  0.021673  28.65242 

 Median  0.705487  0.005477  0.477121 -0.001838  0.037244  28.45495 
 Maximum  0.994394  0.060298  0.758678  0.168791  0.262783  31.00267 
 Minimum  0.125986  0.000790  0.173225 -0.170812 -0.229541  26.72948 
 Std. Dev.  0.266409  0.019237  0.192183  0.105289  0.150663  1.371606 

       
 Observations  696  696  696  696  696  696 

 
 Based on the results shown by table 4.1 that with a total research sample of 696 companies, 
the dependent variable (earnings persistence) has the highest value of 0.994394 (consumer goods 
sub-sector companies in 206, 2017, and 2019) and the lowest value is 0.125986 (consumer goods 
sub-sector company in 2020). The average earnings persistence is 0.646138 with a standard 
deviation value below the average which is 0.266409 which means it has a low level of data 
variation. The average value indicates that the manufacturing sector companies listed on the 
Indonesia Stock Exchange have a fairly persistent earnings value because it exceeds 50%. 
 
 Then, for the market concentration variable, from the total research sample of 696 
companies, the highest value was 0.060298 (PT Indofood CBP Sukses Makmur, Tbk.) and the 
lowest value was 0.000790 (PT Inti Agri Resources, Tbk.). The average market concentration is 
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0.014477 with a standard deviation value above the average, which is 0.019237, which means it 
has a high level of data variation. With this average value, it shows that the level of market 
concentration owned by manufacturing companies listed on the Indonesia Stock Exchange is still 
quite low because it is only 1%. 
 
 Furthermore, for the total debt variable from the research sample as many as 696 companies, 
the highest value was 0.758678 (PT Magna Investama Mandiri Tbk.) and the lowest value was 
0.173225 (PT Ultra Jaya Milk Industry and Trading Company Tbk). The average total debt is 
0.459718 with a standard deviation value below the average which is 0.192183 which means it has 
a low level of data variation. With the average value. This indicates that the use of debt in financing 
the operations of manufacturing companies listed on the Indonesia Stock Exchange is relatively 
large, around 45%. 
 
 After that, for the earnings management variable from the total research sample of 696 
companies, the highest value was 0.168791 (PT Hanjaya Mandala Sampoerna Tbk.) and the lowest 
value was -0.170812 (PT Wismilak Inti Makmur Tbk.). The average earnings management is -
0.004680 with a standard deviation value above the average which is 0.105289 which means it has 
a high level of data variation. With this average value, it indicates that the average manufacturing 
companies listed on the Indonesia Stock Exchange do not perform earnings management by 
lowering their earningss. 
 
4.2.2. Regression Panel Data Analysis 
          The following are the results of panel data regression in this study 

Table 4.2 
Panel Data Regression Analysis 

Model Result 
Common Effect Model (CEM) Constanta: 1,516919 

Probability: 0,0001 
Adjusted R Squared: 0,010740 

Fixed Effect Model (FEM) Constanta: 2,970992 
Probability: 0,0083 
Adjusted R Squared: 0,188033 

Random Effect Model (REM) Constanta: 1,639343 
Probability: 0,0003 
Adjusted R Squared: 0,006585 

 
4.2.3. Panel Data Regression Model Selection 
          The following are the results of the panel data regression model selection 

Table 4.3 
Panel Data Regression Model Selection 

No Test Purposing Test Result 

1. Chow Test FEM and CEM The probability value of cross-section F 

is 0.0000 which means <0.05. FEM 

Chosen 

2. Hausman 

Test 

FEM and REM The cross-section probability value is 

0.0000 which means <0.05. FEM 

Chosen 
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3. LM Test REM and CEM The value of both Breusch-Pagan is 

0.0000 which means <0.0005. REM 

Choosen 

 
 Based on table 4.3, the conclusion drawn by the model used in this study is the Fixed Effect 
Model (FEM) because the Chow and Hausman tests yield the same conclusion. 
 
4.2.4 Classic Assumption Test 
          The purpose of the classical assumption test is to assess whether the data used is feasible for 
analysis, this is important so that there is no bias. However, in panel data analysis, it is not 
mandatory to go through all classical assumption tests, because basically panel data analysis has 
minimized bias. Therefore, in this study, the classical assumption test carried out was only 
multicollinearity and heteroscedasticity tests 

A. Multicollinearities Test 
Table 4.4. 

Multicollinearities Test 
Variabel Collinearity 

Tolerance 

Statistics VIF 

MC 0,273 1,008 

TD 0,984 1,007 

EM 0,978 1,002 

Dependen variabel: Earnings Persistence (EP 

 Based on the data from table 4.4, all of the independent variable VIF values in this 
study are < 10. It can be concluded that there is no multicollinearity. 

 
B. Heteroscedasticities Test  

Table 4.5 
Heteroscedasticities Test 

 
 
 
 
 
 
 
 

  
  Based on the data in table 4.5, all the significance values of the independent 
variables in this study are > 0.05. It can be concluded that there is no symptom of 
heteroscedasticity. 

 
4.2.5. Hypothesis Test 
A. Partial Test (t Test) 
  This test is intended to find out how the influence of each or each independent variable on 
the dependent variable. The following are the results of the t-test in this study 

Table 4.6 

Variabel Sig 

KP 0,828 

TU 0,191 

ML 0,394 

Dependen variabel: ABS_RESID 
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t Test Result 
Model: EPit = 2,970992 + 10,32831 Mcit – 0,111516 TDit + 0,190114 

EMit + e 

• H1: Market concentration has a positive effect on earnings persistence 

• H2: The level of debt has an influence on earnings persistence 

• H3: Earnings management has an influence on earnings persistence 

Var Prediction Coefficient t-stat Prob Result 

MC + 10,32831 2,188916 0,0290 Accepted 

TD +/- -0,111516 -0,812043 0,4171 Rejected 

EM +/- 0,190114 2,036370 0,0422 Accepted 

CG*  0,021642 0,320377 0,7488  

CS*  -0,084555 -2,129272 0,0337  

N: 696 (Fixed Effect Model) 

α: 5% 

* : Control Variable 

 

Information: 

MC : Market Concentration 

TD : Total Debt 

EM : Earnings Management 

CG : Corporate Growth 

CC  : Corporate Size 

  Based on the equation model and the regression results above, it is found that the 
coefficient for the market concentration variable is positive (10.32831) in accordance with the 
prediction and significant (0.0290) to earnings persistence at alpha 5%, which means that H1 is 
accepted. 
 
  Then, the coefficient on the total debt variable is negative (-0.111516) in accordance with 
the prediction but not significant (0.4171) on earnings persistence at 5% alpha, which means H2 
is rejected. 
 
  Furthermore, the coefficient on the earnings management variable is positive (0.190114) 
in accordance with the prediction and significant (0.0422) to earnings persistence at alpha 5%, 
which means it proves that H3 is accepted 
 
B. Simultaneous test (F Test) 
  This test is intended to see whether the independent variables simultaneously affect the 
dependent variable. The following are the results of the F test in this study. 
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Table 4.7 
F Test Result 

 
 
 

 
  Based on the regression results in table 4.7, it is found that the value of Prob (F-statistic) 
is 0.00000 which means it is smaller than the 5% alpha value. This indicates that the model 
obtained is good enough to be used to prove the hypothesis in this study. In addition, the Prob (F-
statistic) value of 0.00000 gives an illustration that simultaneously the independent variables used 
(market concentration, total debt, earnings management) can affect the dependent variable 
(earnings persistence). 
 
C. Coefficient Determination (Adjusted R2) 
  The Coefficient of Determination (R2) aims to measure how much the independent 
variable contributes to the dependent variable. The value of the coefficient of determination is 
between zero and one. The following are the results of the coefficient of determination in this 
study. 

Table 4.8 
Coefficient Determination Result 

Cross-section fixed (dummy variables)  
     
     R-squared 0,328229       

Adjusted R-squared 0.188033       
  Based on the results shown in table 4.8, the adjusted R-squared value is 0.188033. This 
indicates that the independent variables used are able to explain the dependent variable (earnings 
persistence) of 18.8033%, while the other 81.1967% are explained by other variables not included 
in this study. 
 
4.2.5. Result and Discussion 
A. Effect of Market Concentration on Earnings Persistences 
  The regression results in this study accept H1 where market concentration has a positive 
effect on earnings persistence. This can be seen as an implication of the Structure Conduct 
Performance (SCP) theory, Nikensari (2018: 17) explains that the condition of an industry will 
affect the actions that will be implemented by industry players which of course have a direct impact 
on company performance. Earnings is a separate concern to see how a company is performing. In 
other words, the more concentrated a company's market is, the higher the earnings that will be 
generated by a company, high earningss in one period will determine how earningss in the next 
year or at least can be used as a company's defense when the company's condition is experiencing 
financial problems. This is in line with the results of research conducted by Mahendra and 
Suardikha (2019: 191) and research conducted by Agustian (2020: 46) where they conclude that 
market concentration has a positive effect on earnings persistence. 
 
B. Effect of Total Debt on Earnings Persistences 
  The regression results in this study indicate that there is no partial influence between total 
debt on earnings persistence, this means that H2 in this study is rejected. This is contrary to the 
pecking order theory described by Kuniarsi and Wibowo (2017: 4) where the company will have 
high earningsability if the use of debt is relatively small. The regression results are also contrary 

     
     Cross-section fixed (dummy variables)  
     
     Prob(F-statistic) 0.000000    
     



18  
 

to the trade of theory which explains that the company will get more earnings if it uses larger debt 
as its funding. This may occur where the level of debt owned by each company is still within 
reasonable limits, so that the level of debt is less strong in influencing how persistent the earningss 
of the company are. These results do not support the results of research conducted by Nurmalasari 
et al. (2020: 164) and Indriani and Napitupulu (2020: 148) who say that the level of debt has a 
positive influence on earnings persistence. However, this study supports the results of research 
conducted by Barus and Rica (2014: 79) which says that the level of debt has no effect on how 
persistent the earningss generated by a company are. 
 
C. The Effect of Earnings Management on Earnings Persistence 
  The regression results in this study accept H3 where earnings management has a positive 
influence on earnings persistence. These results are in line with the opinion of Scoot (2015: 355) 
where earnings management has a positive side in it in order to produce better reports. However, 
these results are inversely proportional to the opinion of Hery (2017: 50) which says earnings 
management actions are manipulative actions that are carried out intentionally so as to make 
financial statements uninformative. The possibility of a positive influence between earnings 
management on earnings persistence is as a means of better communication, or as a form of 
correction to accounting policies that have been applied but are not yet appropriate. For example, 
a company calculates depreciation using the straight-line method, but when an evaluation is carried 
out, it turns out that the declining balance method is more appropriate, where this is done by 
management which will result in better reports. The results of this study are not in line with the 
results of research conducted by Wahyuni (2017: 10) which says that earnings management 
through manipulation of real activities has a negative effect on earnings persistence.; 
 
 
5.   Conclusions 

Based on the results of the regression tests carried out in this study after the process of data 
collection, data processing, data analysis and discussion of results, the following conclusions can 
be drawn: 

1. Market concentration has a positive effect on earnings persistence. Thus, based on the 
theory of Structure Conduct Performance (SCP) that the company will act based on the 
environmental conditions that occur in order to increase earningsability and make a 
company's market more concentrated so as to increase the earningss to be achieved by the 
company. With the high earnings generated, the more the company's earningss are 
persistent. 

2. Total debt has no effect on earnings persistence. These results are not in line with the 
pecking order theory and trade of theory which say the high and low levels of a 
company's debt can affect how persistent its earnings are. Total debt has no influence, it 
is possible that the level of debt owned by each company is still within reasonable limits, 
so that the level of debt is not strong enough to affect how persistent the company's 
earningss are. 

3. Earnings management has a positive effect on earnings persistence. These results are in 
line with the opinion conveyed by Scoot (2015: 355) which says that earnings 
management has a positive side in it in order to produce better reports. The possibility of 
a positive influence between earnings management on earnings persistence is as a means 
of better communication, or as a form of correction to accounting policies that have been 
applied but are not yet appropriate. 
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