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 
Abstract— One way to be able to see the company's performance 

is from the annual profit that the company generates. If the 

company has a persistent profit, it can be said that the 

company's performance is good. By looking at earnings 

persistence, stakeholders can evaluate events in previous, 

present and future years. Earnings with a high level of 

persistence are very useful for predicting future earnings. This 

study aims to examine the factors that influence earnings 

persistence and its impact on earnings quality. The population in 

this study are food & beverage companies listed on the Indonesia 

Stock Exchange. There are 16 companies that meet the criteria 

by using purposive sampling. The research observation period is 

five years so that the total research data is eighty. Earnings 

quality is proxied by operating cash flow ratified by the 

company's net profit, profit persistence is proxied by profit 

before tax ratified by average total assets, sales volatility is 

proxied by sales in a ratio of total assets, operating cash flow 

volatility is proxied to total operating cash flows ratioed with 

total assets and leverage proxied by total debt in a ratio of total 

assets. The results showed that sales volatility had a significant 

effect on earnings persistence in a positive direction, operating 

cash flow volatility had a significant effect on earnings 

persistence in a positive direction, while leverage had no effect 

on earnings persistence. The results of this study also show that 

earnings persistence has an impact on earnings quality. 

 

   Index Terms— Earnings Quality, Earnings persistence, 

Sales Volatility, Operating Cash Flow Volatility, 

Leverage 

 

I. INTRODUCTION 

 In recent years, the business world is experiencing a 

financial crisis that has resulted in many companies going 

bankrupt. This situation forces the company to survive by 

maintaining the company's survival. Companies need funds 

obtained from creditors or investors to carry out the 

company's operational activities. To obtain these funds, it is 

necessary to trust creditors or investors in the company. This 

makes the company must show good performance to 

creditors or investors. The company's performance can be 

seen from the company's financial statements which are a 

form of company responsibility to parties related to the 

company during a certain period. One way to be able to see 

the company's performance can be seen from the annual 

profit that the company generates. If the company has a 

persistent profit, it can be said that the company's 

performance is good. 
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Earnings persistence is one measure of earnings quality. 

Persistent earnings can be described as the sustainability of 

corporate profits that occur in the future which are mostly 

related to the company's operations, management efficiency 

and fundamental characteristics of the company. 

Earnings persistence can also be influenced by external 

factors such as sales volatility. High sales volatility indicates 

that there is an estimation error in the value of sales so that 

profit persistence will be low. High profit persistence will 

indicate low sales volatility, so the information has a good 

signal.  

This explanation is in line with the results of research by 

Kasiono & Fachrurozie (2016) which states that sales 

volatility affects earnings persistence. While the research 

conducted by Ariyanti et al. (2021) stated that sales 

volatility did not affect earnings persistence. Leverage is 

also one of the factors that affect earnings persistence. Debt 

is adopted from Fanani (2010), where debt is a company 

loan to be used as business capital, either by increasing a 

business or starting a business, so that the amount of debt 

will encourage the company to increase its business to be 

more advanced, in order to get a good view in the eyes of 

investors. or auditors. The results of research by Putri & 

Supadmi (2016), stated that there was a significant 

correlation between debt and earnings persistence. Based on 

the description of the background above, the formulation of 

the problem that can be put forward is whether sales 

volatility, operating cash flow volatility and leverage affect 

earnings persistence and whether earnings persistence has 

an impact on earnings quality. 

II. LITERATURE REVIEW 

Signaling Theory 

Signaling theory or signaling theory is an action taken by the 

company's management that gives instructions to investors 

about how management views the company's prospects. This 

theory provides an explanation of the reasons why companies 

have the urge to submit or provide information related to the 

company's financial statements to external parties. The urge to 

submit or provide information related to financial statements 

to external parties is based on the existence of information 

asymmetry between company management and external 

parties (Bergh et al., 2014). This signal is in the form of 

information about what management has done to realize the 

owner's wishes. 

 

Sales Volatility 

According to Dechow & Dichev (2002), sales volatility is the 

degree of spread of sales or an index of the spread of the 

company's sales distribution. Sales are the most important 

part in generating profit from the company's operating cycle. 

The ability of earnings to predict future cash flows is 

indicated by low sales volatility. Dechow & Dichev (2002) 

stated that sales volatility is related to the amount of a 
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company's accruals which also affects the quality of its 

accruals. The greater the sales volatility, the lower the quality 

of the accruals, the lower the quality of the accruals will cause 

the persistence of earnings to be low. Sales volatility indicates 

an operating environment volatility and larger deviations 

from approximations and estimates also correspond to larger 

estimation errors and lower accrual quality (Dechow & 

Dichev, 2002). 

 

Operating Cash Flow Volatility 

According to Dechow and Dichev (2002), cash flow volatility 

is the degree of spread of cash flows or an index of the spread 

of the distribution of the company's cash flow distribution. In 

measuring earnings persistence, stable cash flow information 

is needed, which has a small volatility (Fanani, 2010). Cash 

flow volatility indicates high uncertainty in the operating 

environment indicated by high cash flow volatility. The 

higher the cash flow volatility, the lower the earnings 

persistence shown, because current cash flow information is 

difficult to predict future cash flows. Cash flow volatility 

indicates another measure of operating environment volatility 

and larger deviations from use of approximations and 

estimates, corresponding to larger estimation errors with 

lower earnings quality (Dechow and Dichev, 2002). 

 

Leverage 

Agustia and Suryani (2018), stated that leverage is a measure 

of how much the company is financed with debt. Meanwhile, 

Gibson (2009) states: "the use of debt, called leverage, can 

greatly affect the level and degree of change is the common 

earning". meaning that the use of debt is called a lever that 

affects the degree and level of change in stock earnings. 

Companies that have high leverage are dependent on external 

loans to finance their assets, while companies that have low 

leverage are more likely to finance their assets with their own 

capital. A good company should have a composition of capital 

that is greater than debt. 

 

Earnings Persistence 

According to Saptiani (2020), earnings persistence is defined 

as profit that can be used as a measure of profit itself. This 

means that current earnings can be used as an indicator of 

future earnings. The more persistent earnings show the more 

informative profits, on the other hand if the earnings are less 

persistent, the profits become less informative. Understanding 

earnings persistence according to Penman (2003), is a profit 

that has the ability as an indicator of future earnings generated 

by the company repeatedly (repetitive) in the long term 

(sustainable). This view is closely related to the company's 

performance which is manifested in the company's profit 

earned in the current year. Fanani (2010), states that 

persistently high profits are reflected in profits that can be 

sustainable for a long period. This is because earnings that are 

not too volatile are characteristics of persistent earnings and 

the quality of earnings reported by the company is good 

(Suwandika, 2013). In line with that, Celho, Aguiar, & Lopez 

(2019) stated: “Earnings persistence is one of the measures of 

earnings quality. Persistent earnings can be described as 

earnings that re-occur beyond the present time into the future 

of firms; mostly connected with the core operating activities 

of firms, management efficiency and firms' fundamental 

characteristics”, meaning that earnings persistence is one 

measure of earnings quality. Persistent earnings can be 

described as the sustainability of corporate profits that occur 

in the future which are mostly related to the company's 

operations, management efficiency and fundamental 

characteristics of the company. 

 

Earnings Quality 

Dechows et al. (2010) define earnings quality as follows: 

"Higher quality earnings provide more information about the 

features of a firm's financial performance that are relevant to a 

specific decision made by a specific decision maker". 

Meanwhile, Menicucci (2020) states earnings quality as 

follows: “The quality of earnings is usually defined in 

accounting studies from two different perspectives: the 

decision-usefulness perspectives and the economic-based 

perspectives. From a decision-usefulness perspective, 

Earning Quality is regarded as being high if the earnings 

numbers are useful for decision making purposes.” 

Earnings quality is usually defined in accounting studies from 

two different perspectives, namely the decision usefulness 

perspective and the economic-based perspective. From the 

perspective of decision usefulness, Earning Quality is 

considered high if the earnings figures are useful for 

decision-making purposes. There are three things to note from 

this definition. First, earnings quality depends on relevant 

information in making decisions. Second, the quality of the 

reported earnings amount depends on whether the information 

reflects the company's financial performance. The third is that 

the quality of earnings is jointly determined by the relevance 

of the performance underlying the decision and by the ability 

of the accounting system to measure performance (Dechows 

et al, 2010). 

III. FRAMEWORK  

Solihin et al. (2021), stated that sales volatility had a 

significant effect on Earnings Persistence. This is also in line 

with the research of Maharani & Majidah (2020) which states 

that sales volatility has a positive effect on earnings 

persistence. Sales volatility can provide information to 

investors about the number of sales in one period. If the sales 

volatility information on the company changes very 

significantly every period, then this can be indicated that there 

is an estimation error in the sales value and does not show the 

actual sales value. So that earnings persistence will decrease. 

 

Regarding the effect of cash flow volatility on earnings 

persistence, Ariyanti et al. (2021), states that cash flow 

volatility has a significant positive effect on earnings 

persistence. Khasanah & Jasman (2019) also stated that cash 

flow volatility affects earnings persistence. The volatility of 

operating cash flows gives a signal in the form of operating 

cash flow conditions each period, because the cash out or 

inflow will affect the company's profit. If there is a significant 

change in a short time in the value of the company's operating 

cash flows, it can be an indication that an error has occurred in 

the recording. The information provided is a bad signal 

because operating cash flows do not reflect the real situation. 

Then this will affect the persistence of company profits. 

 

Earnings persistence can also be influenced by debt levels, as 

stated by Abbas & Hidayat (2020) namely that debt levels 

have a significant positive effect on earnings persistence. 

Putri, Khairunnisa & Kurnia (2017), in their research also 
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states that the level of debt has a significant positive effect on 

earnings persistence. This is in line with research (Putri & 

Supadmi, 2016), which states that the level of debt has a 

significant effect on earnings persistence. Debt requires the 

company to pay interest according to a predetermined tempo. 

The company will fail if it is unable to pay off the debt until 

the specified maturity date. So that the company will increase 

its earnings persistence in order to maintain its performance 

and pay off its debts. Good performance is expected by 

creditors, so that trust in the company is maintained in terms 

of lending funds. 

 

Earning persistence can also have an impact on earnings 

quality, as stated by As'ad, Ulupui & Utaminingtyas (2021), 

namely that earnings persistence has a positive effect on 

earnings quality. Arisanti (2019), in his research also states 

that earnings persistence has an impact on the company's 

earnings quality. This is in line with the research of 

Malahayati, et al (2015), which states that earnings 

persistence has a positive effect on earnings quality. The more 

persistent the company's earnings, the higher the quality of 

earnings. Earning persistence indicates that the company is 

able to reflect the sustainability of earnings in the future. 

Earnings persistence is also often used as a measure of 

earnings quality. Based on the description above, the 

relationship between all concepts can be seen in the following 

figure: 

 

 
 

HYPOTHESIS 

Based on the description of the framework of thought above, 

the hypothesis statement is determined as follows: 

 H1: Sales volatility has a positive effect on earnings 

persistence. 

 H2: Operational cash flow volatility has a positive 

effect on earnings persistence. 

 H3: Leverage has a positive effect on earnings 

persistence. 

 H4: Earning persistence has an impact on earnings 

quality 

IV. METHODS 

This research is a causal research that looks for the cause and 

effect of sales volatility, operating cash flow volatility, 

leverage, earnings persistence and earnings quality. The 

population of this study are food & beverage companies listed 

on the Indonesia Stock Exchange. Purposive sampling was 

used to determine the research sample, which amounted to 16 

companies with an observation period of 5 years. The data were 

analyzed using a regression model, Common Effect Model 

(Pooled Least Square Model), Fixed Effect Model, Random 

Effect Model and processed using Eviews 10. The following 

table shows the operationalization of the variables: 

 
Table 1. Variable Operations 

Variable Indicator Scale 

Earnings Quality (Z) 

(Tanjung, 2019) 

 

EQ      =             Operating Cash Flow 

                                  Net Income 

 

Ratio 

Earnings Persistence (Y) 

(Abbas & Hidayat, 2020) 

 

EP        =            Income Before Tax t+1 

                             Average Total Assets 

 

 

Ratio 

Sales Volatility (X1) 

(Saptiani, 2020) 

 

SV        =                     σ(Sales for 5 Years) 
                                          Total Assets i 

 

Ratio 

Operating Cash Flow Volatility (X2) 

(Putri, 2017) 

 

OCFV =                Total Operating Cash Flow 

                                         Total Assets 

 

 

Ratio 

Leverage (X3) 

(Putri, 2017) 

DAR      =                Total Debt 

                                      Total Assets 

 

Ratio 

 

 

RESULTS AND DISCUSSION 

Results 

The following is a descriptive statistical table derived from the results of data processing: 

 

 

Table 2Descriptive Statistics Test Results 
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 Sales 

Volatility 

Operating Cash 

Flow Volatility 

Leverage Earnings 

Persistence 

Earnings Quality 

Mean 1.125000 0.153125 0.449625 0.143000 1.630500 

Maximum 3.100000 0.550000 6.000000 0.740000 7.790000 

Minimum 0.000000 0.000000 0.120000 0.000000 0.080000 

Source: Data processed with Eviews 10, 2022 

 

Sales Volatility (X1) in table 1 has a minimum value of 0%, while the maximum value is 310 %, with an average value of 112.5 

%. Operating Cash Flow Volatility (X2) has a minimum value of 0%, while the maximum value is 55%, with an average value 

of 15.3125 %. Leverage (X3) has a minimum value of 12%, while the maximum value is 600%, with an average value of 

44.9625 %. Earnings Persistence (Y) has a minimum value of 0%, while the maximum value is 74%, with an average value of 

14.3%. Earnings Quality (Z) has a minimum value of 8%, while the maximum value is 779%, with an average value of 163.05 

%. 

Selection of Panel Data Regression Model is presented in the following table: 

 

Table 3CEM Test Results (Common Effect Model) 

Variable Coefficient 

C -0.052110 

Sales Volatility 0.041547 

Operating Cash Flow Volatility 0.922278 

Leverage 0.015893 

R-Squared 0.646264 

      Source: Data processed with Eviews 10, 2022 

 

Based on the common effect model above, it is found that the coefficient value on Sales Volatility (X1) = 0.041547, Operating 

Cash Flow Volatility (X2) = 0.922278 and Leverage (X3) = 0.015893, with an R-squared of 0.646264. The following are the 

results of the Fixed Effect Model test: 

 

Table 4 FEM Test Results (Fixed Effect Model) 

Variable Prob. 

C 0.0394 

Sales Volatility 0.0006 

Operating Cash Flow Volatility 0.0001 

Leverage 0.3682 

R-Squared 0.834332 

F-Statistic 17.06696 

Prob(F-Statistic) 0.000000 

Source: Data processed with Eviews 10, 2022 

 

Based on the fixed effect model, it can be seen from the probability which shows that the three variables, namely Sales Volatility 

(X1) with a value of 0.0006, Operating Cash Flow Volatility (X2) with a value of 0.0001, show significant results because <0.05 

and Leverage (X3) with a value of 0.3682 does not show a significant result because > 0.05. R-Squared shows a value of 

0.834332, while the F-Statistic value is 17,06696 and Prob (F-Statistic) is 0.000000 which means that the model is very 

significant. Furthermore, the results of the Chow test can be seen in the table below: 

 

Table 5 Chow Test Results 

Effects Test Statistic D.F. Prob. 

Cross-Section F 4.616506 (15,61) 0.0000 

Cross-Section 

Chi-Square 

60.685061 15 0.0000 

Source: Data processed with Eviews 10, 2022 

 

Based on the table above, Cross-Section F and Cross-Section Chi-Square show a probability level of 0.0000 where the value is 

<0.05, which means that hypothesis testing refuses to use the Common Effect Model, so the test is more appropriate to do with 

the Fixed Effect Model. The results of the Random Effect Model Test can be seen below: 

 

 

 

Table 6 REM Test Results (Random Effect Model) 

Variable Prob. 
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C 0.0973 

Sales Volatility 0.0033 

Operating Cash Flow Volatility 0.0000 

Leverage 0.2347 

R-Squared 0.470131 

F-Statistic 22.47727 

Prob(F-Statistic) 0.000000 

Source: Data processed with Eviews 10, 2022 

 

From table 6 above, the random effect model shows that the probability of the variables, namely Sales Volatility (X1) of 0.0033, 

Operating Cash Flow Volatility (X2) of 0.0000 shows significant results because <0.05 and Leverage (X3) of 0.2347 does not 

show significant results. because > 0.05. The R-Squared shows 0.470131 and the F-Statistic is 22,47727 and the Prob 

(F-statistic) is 0.000000, which means the data is very significant. 

Below are the Hausman test results: 

Table 7Hausman Test Results 

Test Summary Chi-Sq. Statistic Chi-Sq. D.F. Prob. 

Cross-Section Random 10.720076 3 0.0133 

Source: Data processed with Eviews 10, 2022 

 

Based on the table above, Cross-Section Random shows a probability level of 0.0133 where the value is <0.05, which means 

that the hypothesis testing refuses to use the Random Effect Model, so the test is more appropriate to do with the Fixed Effect 

Model. 

The Eviews 10 statistical method does not require a normality test, if in determining the selected model is the Random Effect 

Model then the classical assumption test is ignored and if the model chosen is the Common Effect Model or Fixed Effect Model 

then the assumption tests carried out are: 

Table 8 Multicollinearity Test Results 

 Volatilitas Penjualan Volatilitas Arus Kas Operasi Leverage 

Sales Volatility 
1.000000 0.051708 -0.061525 

Operating Cash 

Flow Volatility 

0.051708 1.000000 -0.139331 

Leverage -0.061525 -0.139331 1.000000 

Source: Data processed with Eviews 10, 2022 

 

Multicollinearity test results in table 8 above are less than 0.8, this means that there is no multicollinearity. The following are the 

results of the heteroscedasticity test. 

 

Table 9 Heteroscedasticity Test Results 

Variable Prob. 

C 0.0009 

Sales Volatility 0.1770 

Operating Cash Flow Volatility 0.1083 

Leverage 0.2413 

Source: Data processed with Eviews 10, 2022 

 

The results of the heteroscedasticity test as in the table above are for Sales Volatility (X1) with a probability of 0.1770, 

Operating Cash Flow Volatility (X2) with a probability of 0.1083 and Leverage (X3) with a probability of 0.2413 is > 0.05, then 

the regression model does not have heteroscedasticity. 

 

 

The results of the Coefficient of Determination Based on the Fixed Effect Estimate model can be seen in the following table: 

 

Table 10 Regression Line Feasibility Test Results (R-squared) 

R-squared 0.834332 

Adjusted R-squared 0.785446 

S.E. of regression 0.060616 

Sum squared resid 0.224130 

Log likelihood 121.5872 

F-statistic 17.06696 

Prob(F-statistic) 0.000000 

Source: Data processed with Eviews 10, 2022 
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In table 10 it can be seen that the R-Squared estimation result is 0.834332. This shows that the independent variables X1 and X2 

contribute to the influence of the dependent variable Y by 83.43%, where the contribution is in a very strong relationship level. 

Here are the F Test Results Based on Fixed Effect Model Estimation: 

 

Tabele11 Model Feasibility Test Results (F Test) 

R-squared 0.834332 Mean dependent var 0.143000 

Adjusted R-squared 0.785446 S.D. dependent var 0.130863 

S.E. of regression 0.060616 Akaike info criterion -2.564680 

Sum squared resid 0.224130 Schwarz criterion -1.998949 

Log likelihood 121.5872 Hannan-Quinn criter -2.337863 

F-statistic 17.06696 Durbin-Watson stat 1.718851 

Prob(F-statistic) 0.000000   

Source: Data processed with Eviews 10, 2022 

 

Table 11 shows the estimation result of Prob(F-statistic) is 0.000000. This shows that the independent variable is appropriate in 

explaining the dependent variable because the significant value of F < 0.05, so that the regression model suitability test to 

determine the results of the research model is feasible. 

 

The results of the T-Test based on the Fixed Effect Model Estimation for the Independent Variables are shown below: 

 

Table 12 Independent Variable Significance Test Results (T Test) 

Variable Coefficient Std. Error t-Statistic Prob. 

C -0.098423 0.046747 -2.105447 0.0394 

Sales Volatility 0.135204 0.037331 3.621741 0.0006 

Operating Cash Flow Volatility 0.551470 0.127430 4.327643 0.0001 

Leverage 0.010842 0.011958 0.906625 0.3682 

Source: Data processed with Eviews 10, 2022 

 

Table 12 shows that the population regression coefficient of -0.098423 is not equal to 0, which means that the independent 

variable has a significant effect on the dependent variable. Sales Volatility (X1) variable with probability value of 0.0006 and 

Operating Cash Flow Volatility (X2) with probability value of 0.0001 and t-Statistic (X1) of 3.621741 and t-Statistic (X2) of 

4.327643, then the variables (X1) and ( X2) has a positive effect on the Profit Persistence variable (Y), but the Leverage 

variable (X3) with a probability value of 0.3682 and a t-Statistic of 0.906625, has no effect on the Earning Persistence variable 

(Y). 

 

The results of the T-Test based on the Fixed Effect Model Estimation for the Dependent Variable are shown as follows: 

 

Table 13Dependent Variable Significance Test Results (T Test) 

Variable Coefficient T-Statistic Prob. 

C 2.140471 8.336061 0.0000 

Earnings Persistence -3.566229 -2.188249 0.0324 

Source: Data processed with Eviews 10, 2022 

 

Table 13 shows that the results of the t-Statistic for the Profit Persistence variable (Y) are -2.188249 and the significance value 

is 0.0324 where < 0.05. This means that the Earnings Persistence variable (Y) has an impact on the Earning Quality variable (Z). 

 

DISCUSSION 

Effect of Sales Volatility on Profit Persistence 

Sales volatility has a significant positive effect on earnings 

persistence. The higher the volatility, the higher the risk that 

creates uncertainty in the company's profit situation in the 

future. These conditions indicate that if sales volatility 

changes significantly, it will affect earnings persistence. The 

high level of sales reflects the company's performance in 

marketing and selling products or services is also high. 

Investors prefer sales levels that are relatively stable or have 

low volatility. Low sales volatility will affect company profits  

 

 

where low sales volatility will be able to show high profit 

ability in predicting cash flow generated from sales in the 

future so that the profits generated are more persistent. This 

study is in line with the results of research by Kasiono & 

Fachrurozie (2016) which states that sales volatility affects 

earnings persistence. This shows that the higher sales 

volatility will have an impact on the lower the company's 

chances of obtaining profit persistence in the future. 

However, this study is not in line with the research conducted 

by Ariyanti et al. (2021) which states that sales volatility does 

not affect earnings persistence. 

 

Effect of Operating Cash Flow Volatility on Earning 

Persistence 

Operating cash flow volatility has a significant positive effect 

on earnings persistence. Cash flow volatility indicates high 

uncertainty in the operating environment indicated by high 
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cash flow volatility. If cash flows fluctuate sharply, earnings 

persistence will be lower (Dechow and Dichev, 2002). These 

conditions indicate that if the volatility of operating cash 

flows experiences a significant change, it will affect the 

persistence of earnings. In a business activity, cash flows will 

show different numbers each period, but these numbers 

cannot be far apart in a short period. If there is an event where 

the operating cash flow of a company changes drastically in a 

short time continuously, then this can be an indication that the 

cash flow does not reflect the actual operating conditions. 

This will also have an impact on the company's profit, which 

means that the company's profit also does not show the actual 

situation and cannot be used as a basis for predicting the 

company's profit in the future period. It can be observed that if 

there is high uncertainty in the operating environment, the 

volatility of operating cash flows will show a high level as 

well. With high uncertainty and causing high cash flow 

volatility, the persistence of earnings will be lower or the 

accuracy of earnings will be increasingly questioned. This 

study is in line with the results of research by Kusuma (2014) 

which states that there is a significant correlation between the 

volatility of operating cash flows and earnings persistence. 

 

Effect of Leverage on Profit Persistence 

Leverage has no effect on earnings persistence. This 

condition shows that when leverage increases or decreases, it 

will not affect earnings persistence. These results are in line 

with research conducted by As'ad, Ulupui & Utaminingtyas 

(2021) which states that leverage has a negative effect on 

earnings persistence, while research conducted by Putri & 

Supadmi (2016), states that there is a significant correlation 

between debt and earnings persistence. 

Pengaruh Leverage terhadap Persistensi Laba 

 

Impact of Earnings Persistence on Earnings Quality 

Earning persistence has an impact on earnings quality. These 

conditions indicate that when earnings persistence changes it 

will have an impact on earnings quality. Earnings persistence 

affects earnings quality, this is because persistent earnings are 

preferred by investors because investors generally assess the 

company's performance based on its growth through historical 

information on company profits, so investors are able to 

estimate next year's profit by using this year's earnings 

information. This indicates that the company is able to 

manage its profits. This study is in line with the results of 

research by As'ad, Ulupui, Utaminingtyas (2021) which states 

that earnings persistence has a positive effect on earnings 

quality, while research conducted by Arisanti (2019) partially 

shows that earnings persistence variables have no effect on 

earnings quality.  

 

 

CONCLUSION AND SUGGESTIONS  

Conclusion 

The conclusions of this study are: (1) Sales volatility has a 

significant positive effect on earnings persistence. The higher 

the volatility, the higher the risk that creates uncertainty in the 

company's profit situation in the future. These conditions 

indicate that if sales volatility changes significantly, it will 

affect earnings persistence. (2) Operational cash flow 

volatility has a significant positive effect on earnings 

persistence. Cash flow volatility indicates high uncertainty in 

the operating environment indicated by high cash flow 

volatility. (3) Leverage has no effect on earnings persistence. 

This condition shows that when leverage increases or 

decreases, it will not affect earnings persistence. (4) Earnings 

persistence has an impact on earnings quality. These 

conditions indicate that when earnings persistence changes it 

will have an impact on earnings quality. 

SUGGESTION 

Based on the conclusions above, some suggestions can be 

given as follows: 

(1) For food & beverage companies listed on the Indonesia 

Stock Exchange, it is better to pay attention to the level of 

sales, where in 2019 and 2020 there was a significant decline 

compared to sales in 2016 – 2018. As a result of this 

condition, the volatility of sales is getting higher so that will 

affect earnings persistence. In the period of the following 

years, these companies must increase stable sales in order to 

maintain volatility and create certainty in the company's profit 

situation in the future. (2) Future researchers are expected to 

add other independent variables that are indicated to have an 

effect on earnings persistence, such as funding cash flows and 

investment cash flows. (3) For potential investors to pay more 

attention to the persistent profit factor in order to predict the 

earnings quality of a company to avoid losses. 
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