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ABSTRACT

This study aims to determine the effect of
capital structure, firm size, earnings persistence,
and growth opportunities on the earnings
response coefficient with profitability as a
moderating variable in mining companies listed
on the Indonesia Stock Exchange for the 2018-
2020 period. The population used in this study
was 52 mining companies listed on the
Indonesia Stock Exchange. The sampling
method is to use purposive sampling. Based on
the criteria that have been made, the number of
samples is 37 companies, so a total of 111
research observations are obtained. Data
processing was carried out using the EViews
statistical program.

The results of this study indicate that: (1) capital
structure has a negative and significant effect on
the earnings response coefficient, (2) firm size
has a positive and significant effect on the
earnings response coefficient, (3) earnings
persistence has a positive and significant effect
on the earnings response coefficient, (4 ) growth
opportunities have a positive and significant
effect on the earning response coefficient, (5)
profitability can moderate the effect of capital
structure, firm size, and growth opportunities on
the earning response coefficient, (6) profitability
is not able to moderate the effect of earnings
persistence on the earning response coefficient.

Keywords: Capital Structure, Firm Size, Profit
Persistence, Growth Opportunities, Profitability,
Earning Response Coefficient.

INTRODUCTION

The capital market is one of the main
drivers of the world economy, including
Indonesia, because companies can obtain
funds to carry out business activities
through  the capital market.  This
phenomenon is marked by the increasing
number of entities or companies that have
gone public that are listed on the Indonesia
Stock Exchange (IDX) to be able to trade
their company shares to investors in the
capital market. Decisions on investments
made by investors, either selling or buying
shares, will impact the price of the shares
concerned.

The stock price is one of the various
indicators in measuring the success of
managing a company. If an entity's share
price increases from time to time in stages,
then investors and potential investors will
assume that the company is successful and
able to manage the company well.
Companies need the level of trust of
investors and potential investors to increase
capital in carrying out their operational
activities because, with a high level of trust
from investors and prospective investors,
they will be more interested in investing in
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the company. The high level of demand for
a company's shares will also directly have
an impact on increasing the company's stock
price. Maintained stock prices with minimal
price declines will also increase investor and
potential  investor  confidence  while
increasing company value, and vice versa. If
price declines continue, trust and company
value will also decrease.

Stock prices also depend on investor
activity, both selling and buying shares. So,
the activity of investors in buying or selling
shares is influenced by profits and other
things that affect investors in investment
activities. In measuring investor reactions to
earnings information, it can be measured by
the Earning Response Coefficient (ERC). In
other words, ERC measurement is useful for
knowing the level of market reaction to
accounting profit information. Earning
Response Coefficient (ERC) or earnings
response coefficient measures abnormal
stock returns in response to unexpected
earnings components (Scott, 2000).
Investors will pay attention to the financial
statements of the companies they invest.
Companies will try to make their financial
reports look good to attract investors'
attention. The income statement is one of
the financial reports that investors pay close
attention to because company profits are one
of the factors used by investors to make
investment decisions. Consequently, past
earnings are considered the best indicator
for predicting future dividends and stock
prices (Cahyati, 2010).

Stock prices continue to change over time
due to the impact of information received by
investors so that investors will sell or buy a
stock. The increase in coal prices in 2018
made mining sector shares one of the most
coveted due to increased company profits.
The reference coal price was US$ 96.61/ton
in July 2018. This price experienced a
significant increase, US$ 7.08, from the
May 2018 HBA of US$ 89.53/ton. The
increase continued until August 2018,
touching US$107.83, but this increase did
not last long because the result of the
decline that continued to occur starting from

September 2018 fell by 2.84% to
US$104.82/ton then by 3.74% to
US$100.89/ton in October 2018. The

decline continued until December 2019,
touching US$66.30 per ton in December
2019. The decline that began in 2018 made
the mining sector a burden for the decline in
the JCI at each closing. This impact affects
not only the operational activities of
companies in the mining sector but also
investors. Potential investors will respond to
this information as a basis for making
decisions to sell their shares so that share
prices may fluctuate further. The following
table shows 1.1 describes the movement of
several companies' closing share prices in
2018-2019 by comparing the profits of the
related companies.

Table 1. Profit Changes and Closing Price for 2018-2019

FiBA i Y Jal}) 26N
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Source: IDX Statistics (2018-2019) ‘

The decline in HBA caused many mining
companies to experience a decline in profits
throughout 2019. Adaro Energy Tbk.
(ADRO) in 2019 is a company that is
developing the Indonesian PLTU mega
project, namely PLTU Tanjung Power
Indonesia (TPI) with a capacity of 2x100
MW and PLTU Bhimasena Power
Indonesia (BPI) with a capacity of 2x1000
MW, which investors target in investing so
that the decrease in HBA does not have too
much impact on Adaro Energy Tbk's profit
and share price. However, the decline in
HBA was felt by other companies such as
Baramulti Suksessarana Tbk (BSSR). which
experienced a decrease in profit from 899
billion rupiahs to 319 billion rupiahs
followed by a decrease in the closing share
price from 2,340 rupiahs per share to 1,820
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rupiahs per share. The same thing was
experienced by Bayan Resources Tbk
(BYAN), which experienced a decrease in
profit from 6 trillion to 2.9 trillion, followed
by a decrease in share price from 19,875 per
share to 15,900 per share.

An interesting event is Apexindo Tbk.
(APEX), which in 2018 suffered a loss of
518 billion, experienced an increase in
profit to 261 billion, but an increase did not
follow this in share prices, a decrease from
1,680 rupiahs per share to 346 rupiahs per
share. It is also different from what Aneka
Tambang Tbk (ANTM) experienced.
Moreover, Bukit Asam Tbk (PTBA)
experienced a decrease in profits in 2019
from 2018 but experienced an increase in
the closing price of shares in 2019 from
2018. It implies that investors look at
information other than profit in making
investment decisions, as explained at the
start.

Based on the description of the phenomenon
above and the inconsistency of the research
results, which will be discussed next, the
researcher is interested in further examining
the influence of capital structure variables,
firm size, earnings persistence, and growth
opportunities on ERC. The title that will be
raised in this study is "Factors Influencing
Earning  Response  Coefficient  with
Profitability as Moderation in Mining
Companies Listed on the Indonesia Stock
Exchange for the 2018-2020 Period".

LITERATURE REVIEW

Earning Response Coefficient (ERC)
Earning response coefficient (ERC) is a
measure of the amount of abnormal
return of a stock in response to abnormal
earnings (unexpected earnings) reported
by the company that issued the stock
(Scott, 2000). It shows that ERC is the
market reaction to the profits announced
by the company. Investors use ERC as a
fundamental analysis to assess market
response to earnings information. The
response given depends on the quality of
the company's reported earnings. The
level of the response coefficient depends

on the "bad news" or "good news"
contained in the earnings information
(Nofianti, 2014).

The ERC concept can be seen in a
company's stock price, the highs and lows
of which depend heavily on information
captured by investors and candidates, one
of which is the profit presented (Paramita,
2020). Therefore, many experts consider
ERC helpful for investors in seeing the
reality of profits. By displaying the ERC,
the company shows goodwill in working
with investors. Of course, there will be
positive reciprocity. Gurusinga & Pinem
(2016) ERC allows investors to see the
reality of a profit. With this information,
investors will easily determine attitudes
that their perceptions are influenced by
quality financial report information
(transparent and easy to understand).
Wijayanti (2013) added that what is
interesting about ERC is that it is
informative. The meaning of earnings
disclosure is difficult to state, but
companies cannot avoid the fact that
investors see the future from current
earnings information.

A low ERC indicates less informative
earnings, so investors feel the information
is less effective in making economic
decisions. It indicates that in making

economic decisions, investors need
information  about the company's
financial condition, not only profit

information but much other information
(Mulyani, 2007).

Two variables must be calculated first in
measuring ERC: Cumulative Abnormal
Return (CAR) and Unexpected Earning
(UE).

a) Calculating Cumulative Abnormal
Return
Cumulative Abnormal Return (CAR) is
the sum of Abnormal Returns during the
observation period (Tandelilin, 2010).
The observation period used is seven
trading days, namely t-7 to t+7. The use
of a period of 1 week before and after as
a period of observation on the
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phenomenon under study is considered
quite efficient so that the information
obtained from a study does not describe
the effects of other phenomena outside
the phenomenon being studied
(Jogiyanto, 2010). CAR calculation
formula (Suwardjono, 2014).
CARit(.7+7= =72 = ARt

Information :

e CARI(-7.47) = Cumulative Abnormal
Return of the company t from the
seventh day before to the seventh day
after the publication of the audited
financial statements.

e ARIit = Abnormal Return of a company
I in period t.

Abnormal return is the excess or
deficiency of the return that occurs to the
normal return (Hartono, 2015). Abnormal
return is the difference between the actual
return and the expected return. In this
study, abnormal returns are calculated
using the market-adjusted model because
the best prediction in estimating stock
returns is through the market index that
existed at that time (Suwardjono, 2014).
The formula for calculating Abnormal
Return is:

ARi=Rit-Rumt
Information:
e ARIit = Abnormal Return of a
company i on day t.
e Rit = Daily return of stock i on day t.

RMt = return of a market index on
day t.

The Abnormal Return value is obtained
by calculating the company's stock and
daily market returns. The formula can
calculate Daily Stock Return:

Pit—-Pit-1
Rit=——7——"—
Pit—1
Information:
e Pit = Stock price of a company i at

time t.
e Pit-1 = Stock price of a company | at
time t-1.

The formula can calculate market index
return:
IHSGL—IHSGt—-1

Runt IHSGL-1
Information:
e JCI = Composite Stock Price Index at
time t.

e [HSGt-1 = Composite Stock Price
Index at time t-1.

b) Calculating Unexpected Earning
(EV)

Unexpected Earning is the difference
between actual profit and expected profit
or profit expected by the company.
Unexpected Earnings can be used as a
representation of information contained
in profits at the time they were
announced, which had not been obtained
by the market (Jones, 2012). UE can be
calculated according to the formula used
by Rahayu and Suaryana (2015):

Eit-Eit-1
UEit=———

Eit—1
Information:
e UEIit = Unexpected Earning of a
company | in period t.
e Eit = Profit of company i in period t.
e Eit-1 = Profit of company i in period
t-1.

The above calculation results are
regressed to obtain the company's ERC.
Calculating the company's ERC with the
following formula (Suwardjono, 2014):
CARit = a0 + 01UEit *+ &it
Information:
e CARIit = Cumulative Abnormal
Return of the company in period t.
00 = constant regression results.
e ol = Earning Response Coefficient
(ERC).
e UEIit = Unexpected Earning of a
company i in period t.
e ¢it = error component.
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Capital Structure

Capital structure is a mix or combination
of long-term funding sources used by the
company (Keown, 2008). The -capital
structure shows a comparison between
debt and own capital. The capital
structure illustrates the company's
financial proportions consisting of capital
sourced from long-term loans and own
capital (Fahmi, 2012).

The capital structure is the mix or
combination of debt, preferred stock, and
common stock that the company wants in
its capital structure (Brigham & Weston,
2010). Capital structure theory explains
whether changes in capital structure
affect the firm wvalue if investment
decisions and dividend policies are held
constant. The capital structure shows the
proportion of the use of debt to finance
investment so that by knowing the capital
structure, investors can know the risks
and levels of returns on their investments
(Paramita, 2012).

The capital structure in this study is
proxied by Debt to Equity (DER). The
Debt-to-Equity Ratio is used to assess
debt-to-equity. This ratio is sought by
comparing all debt with all equity.

Debt to quliﬂ' Ratio = Total Lmbzlftzes
‘ Total Equity

The capital structure that shows financial
leverage influences investment decisions
by investors and potential investors.
Companies with high leverage levels
have greater debt than capital (Mulyani,
2007). The profit information announced
by the company is considered more
profitable by creditors by investors, so the
capital structure affects the earnings
response coefficient.

Dalimunthe (2016), Dewi & Putra (2017),
and Wahyuni & Damayanti (2020), who
examined the relationship between capital
structure and ERC, stated that capital
structure had a negative effect on ERC.
However, this study’s results differ from
Audina et al. (2019) and Fajar & Hapsari
(2017), which state that the level of

leverage in looking at capital structure
does not affect investors' investment
decisions.

Firm Size

In managing a company, firm size is an
important variable. According to Brigham
& Houston (2015), firm size is the
company’s size, which can be classified
in various ways, including revenue size,
total assets, and total equity. Companies
are divided into three, namely large,
medium and small companies, where
large companies have more complex
management systems and have higher
profits judging from their size (Evelyn,
2019).

The determination of firm size is based
on the company's total assets. The size of
the company is believed to be able to
provide a different response from
investors. Companies with large sizes
will tend to get more trust from investors
and get a better response because they are
considered more capable of improving
performance quality. Concerning signal
theory, firm size will show company
information related to business activities
to investors, which will be reflected in
security  prices  (Paramita, 2012).
Information on large companies is easier
to obtain than on small companies.
Prospective investors will be more
sensitive to the company's financial and
non-financial information, ultimately
affecting the company's market response
(Anggraini & Bambang, 2015). Large
companies generally find it easier to
improve their performance. Therefore,
investors will be more confident investing
in large companies than in small ones.
Likewise, when announcing earnings,
large companies will receive more
responses from investors than small
companies (Kristanti, 2018).

Firm Size = Ln Total Assets

Mashayekhi & Angel (2016) stated that
firm size positively affects ERC. These
results are supported by research by Dewi
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et al. (2016). In contrast to the results of
research by Dewi & Putra (2017), which
showed a negative relationship between
firm size and ERC. Different research
results were also stated by Anggraini &
Bambang (2015), which stated that firm
size did not affect ERC. These results
were supported by Fajar & Hapsari
(2016) and Mahendra & Wirama (2017).

Earning Persistence

Earnings persistence is the profit capability
used as an indicator of future profit the
company repeatedly generates in the long
term (sustainable). The more persistent the
profits, the higher the expectation of
increasing  profits in  the  future
(Immroatussolihah, 2013).

The higher the earnings persistence, the
higher the ERC coefficient is due to the
strength of profits. Earnings persistence
shows the quality of the company's earnings
which can increase the company's profits
yearly. Delvira (2013) uses the regression
coefficient between the current year's profit
regression and the previous year's profit to
assess the persistence of future earnings.
Profits are considered more persistent if the
coefficient of variation is smaller, so
earnings persistence is the ability of current
and previous years' earnings to explain
future years' earnings.

Profit: = a + pProfiti1 + ¢
Hapsari (2014) states that earnings
persistence positively affects ERC. This
study's results align with Ardianti (2018)
and Wahyuni & Damayanti (2020). In
contrast to previous researchers, Audina et
al. (2019) stated that earnings persistence
has a negative effect on ERC. In contrast to
the previous results, Immroatussolihah's
(2013) and Ardianti's (2018) research
revealed that earnings persistence did not
affect ERC.

Growth Opportunities

Growth Opportunities or  growth

growth prospects in the future. Investors' or
shareholders' assessment of the possibility
of a company's growth can be seen from the
share price formed as an expected value of
the future benefits that will be obtained
(Fitriah, 2020). Growth opportunities are
the company's ability to develop in the
future by taking advantage of investment
opportunities to increase company value
(Audina et al., 2019). In addition, the level
of company growth opportunities is a
measure of how companies can increase
earnings per share with leverage (Weston &
Copeland, 1997). The growth indicator
itself is, as stated by Gaver & Kenneth
(1993), which states that future investment
options can be shown on the company's
ability to exploit opportunities to take
advantage compared to other companies
that are equivalent in one industry
environment.
The market (investor) assessment of the
possibility of a company's growth can be
seen from the share price formed as an
expected value of the future benefits it will
receive. Shareholders will respond more to
companies with high growth possibilities
than companies that do not grow.
This study measures growth opportunities
using the Price Earnings Ratio (PER). PER
indicates the number of funds issued by
investors to obtain every rupiah of company
profits. According to Mumduh (2009),
companies are expected to grow with high
growth rates (which means they have good
prospects) and usually have high PER
ratios. Conversely, companies that are
expected to have low growth will also have
a low PER ratio.

Stock Price

PER = -
Earnings per share
Fauzan & Purwanto’s (2017) research
results state that companies with high
growth opportunities are a good signal to
stakeholders. If they are interested, they
will easily attract capital, especially capital
from investors. The results of this study

opportunities are the company's growth ~ Support the findings investigated by
opportunities in the future. Growth Hasanzade et al. (2013). Different results
opportunities  describe  the company's ~ Were presented by Al Awawdeh et al.
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(2020), which  state that growth
opportunities  negatively affect ERC.
Meanwhile, Fitriah (2020) states that

growth opportunities do not influence ERC.

Profitability

In this study, profitability is used as a
moderating variable. Profitability is a
company's ability to generate profits at the
level of sales, assets, and share capital
(Husnan, 2001). The company's ability to
generate profits in its operational activities
is the focus of assessing company
performance (company  fundamental
analysis) because company profits are not
only an indicator of the company's ability to
fulfill obligations to its funders, it is also an
element in the creation of company value
that shows the company's prospects in the
future. (Rullyan et al., 2017).

Profitability can be measured by the
operating profit, net profit, rate of return on
investment/assets, and rate of return on
owner's equity. A company's profitability
will affect investors' policies on the
investments made. The company's ability to
generate profits will attract investors to
invest their funds to expand their business,
whereas a low level of profitability will
cause investors to withdraw their funds. As
for the company itself, profitability can be
used to evaluate the effectiveness of the
management of the business entity.
Company performance is an important
factor in the world of capital markets. If the
company's performance increases, the
market will respond by increasing the value
of the company, namely increasing the
company's stock price. Increased stock
prices raise the potential for increased
capital gains from shareholders (Ngui et al.,
2007). Return On Equity (ROE) measures
profitability in this study. The use of ROE
as a measure of profitability in this study is
based on the reason that ROE provides an
overview of a company's ability to provide
financial compensation to internal funding
providers, namely shareholders through
company equity (Subramanyam, 2005).

Net Profit After Tax
Total Equity

Return on Equity =

Framework

-

Capatad Structere (X))

”
-

Al (7
OLRIOLIN (£

Figure 1. Framework

H21: Capital structure has a negative effect
on ERC.

H2: Firm size has a positive effect on
ERC.

H3: Profit persistence has a positive effect
on ERC.

H4: Growth opportunities have a positive
effect on ERC.

H5: Profitability can moderate the effect
of capital structure on ERC.

H6: Profitability can moderate the effect
of firm size on ERC.

H7: Profitability can moderate the effect
of earnings persistence on ERC.

H8: Profitability can moderate the effect
of growth opportunities on ERC.

MATERIALS & METHODS

This type of research is used to test or
analyse empirically the effect of the
independent variables (capital structure,
firm size, earnings persistence, and
growth opportunities) on the dependent
variable (earnings response coefficient)
with its moderation, namely profitability
in the mining sector companies listed on
the IDX in 2019 -2020.

A population is a whole group of entities
in the form of people, events, or objects
with certain characteristics in an area that
meet certain requirements related to
research problems (Erlina, 2011). The
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population in this study is 52 mining
companies listed on the IDX for the 2018-
2020 period.

The sample is part of the population used
to estimate population characteristics
(Erlina, 2011). The sampling technique in
this study was purposive sampling.
Purposive sampling is a sampling method
that uses one or several specific criteria in
selecting the sample. The criteria used in
the sampling of this study are:

1. Companies that routinely publish
financial reports during the research
period, namely 2018-2020.

2. The company is a mining company
listed on the IDX in 2018-2020 and did
not delist during the research period, so
the share price continues to move.

Based on the research sample selection
criteria above, 126 samples were obtained
(42 companies x 3 years of research). The
data analysis used in this research is E-
Views.

RESULT

A. Classic assumption test

1. Normality test

The normality test aims to test whether the

variable,  confounding, or  residual
regression model is normally distributed. If
a regression model is not normally
distributed, the model violates the

assumptions, and the statistical test
becomes invalid for a small sample size.
The test used in this study to test normality
is to use the Jarque-Berra test using the
EViews 12 application. The following are
the results of the Jarque-Berra test.

14

Series:StandardizedResiduals
12 Sample 2018 2020

Observations 111

10
Mean -3.20e-17
Median 0.111591
6 Maximum ~ 5.475450
Minimum ~ -6.845247
4 Std.Dev. 2436443
Skewness  -0.199127
Kurtosis ~ 2.889100

larque-Bera 0.790437
Probability  0.673533

6 4 -2 0 2 4

Source: Output EViews 12, data processed by researchers
(2022)
Figure 2. Normality Test Result

Based on the results of the normality test
presented in the figure above, it can be
concluded that all variable data in this study
are normally distributed. This conclusion is
proven by the Jarque-Berra Probability
value, which produces a value of 0.673533
> 0.05. The probability value of 0.673533
fulfills the minimum requirement for a data
normality value of 0.05, so it can be
concluded that the data is normally
distributed.

2. Multicollinearity Test

The purpose of the multicollinearity test was
to test whether the regression model found a
correlation  between the independent
(independent) variables. A good regression
model should not correlate with the
independent variables. If the independent
variables are correlated, then these variables
are not orthogonal. Orthogonal variables are
independent variables whose correlation
values between independent variables are
equal to zero. It is necessary to pay attention
to the correlation values between variables.
Variable correlation values that are quite
large (> 0.90) indicate symptoms of
multicollinearity.

Table 2. Multicollinearity Test

I s 3 60
ERC| 1000000 | 0360273 | 0338820 | 0.556564 | 0553747
(S | 0360273 | 1000000 | 0.058371 | 0.026690 | -0.287166
FS | 0338820 | 0058371 | 1000000 | 0161295 | 0.245048

EP | 0556564 | -0.026690 |0.161295 & 1000000 @ 0.402970
GO | 0.553747 | 0287166 | 0.245048 | 0.402970 @ 1.000000

Source: Output EViews 12, data processed by researchers
(2022)

The table above shows that the regression
model is free from multicollinearity
symptoms. The basis for this conclusion can
be seen from the correlation value between
variables which has a value smaller than
0.90. It can be concluded that the model
does not have symptoms of
multicollinearity.

B. Panel Data Test
Panel data is a combination of time series
and cross-section data. Panel data is divided
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into three models: the common effect
model, the fixed effect model, and the
random effect model, which must be
selected based on their level of suitability
for each research model. The appropriate
model was selected by carrying out the
Chow, Hausman, and Lagrange Multiplier
tests.

1) Chow Test

The Chow test is one of the tests used to
select the appropriate model in panel data.
The Chow test determines whether research
should be conducted using the common or
fixed effect model. If the p-value is greater
than 0.05, then HO is rejected, which means
that the appropriate model for the regression
is the common effect model.

Table 3. Chow Test Result
Redundant Fixed Effects Tests
Equation; Untitled
Test cross-section fixed effects

Table 4. Hausman Test Result
Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sg.

Test Summary Statistic Chi-Sg.d.f.  Prob.

Cross-section random 10.169312 4 0.0377

Source: Output EViews 12, data processed by researchers
(2022)

The table above shows a p-value of 0.0377
or a p-value <0.05. The p-value <0.05
means that the fixed effect model is more
appropriate than the random effect model.
After the Chow and Hausman tests were
carried out, it can be concluded that the
most appropriate model in this study is the
fixed effect model.

C. Multiple Linear Regression Analysis
According to the Chow and Hausman test
results, this study uses a fixed effect model.
The Fixed Effects Model regression analysis
output results can be seen in the following

Effects Test Statistic df  Prob.
table.
Cross-section F 1817972 (36,70) 0.0164 Table 5. Fixed Effect Model (FEM) R _
: : . t
Cross-section Chi-square  73.260442 36 00002 Table 5. Fixed Effect Model (FEM) Regression
Variable Coefficient Std. Error t-Statistic Prob.
Source: Output EViews 12, data processed by researchers c 2089508 4784200 4367518  0.0000
(2022) Cs -0.445366 0:214316 »2:078078 0:0414
FS 0.736051 0.161097 4.568990 0.0000
EP 0.544732 0.105890 5.144293 0.0000
GO 0.329064 0.090675 3.629052 0.0005

Based on the results of the Chow test above,
a p-value of 0.0002 or a p-value <0.05 is
obtained. The p-value <0.05 means that the
fixed effect model is more suitable than the
common effect model. The test that must be
carried out next is the Hausman test to
determine whether the random effect model
is more suitable than the fixed effect model.

2) Hausman Test

The Hausman test is one of the tests used to
select the appropriate model in panel data.
The Hausman test determines whether
research should be conducted using a fixed
or random effect model. If the p-value is
greater than 0.05, then HO is rejected, which
means that the right model for the
regression is the random effect model.

Effects Specification

Cross-section fixed (dummy variables)

Root MSE

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

2.425443 R-squared
2.299009 Adjusted R-squared
4.973045 S.E. of regression
5.348644 Sum squared resid
6.349462 Log likelihood
5.754646 F-statistic
3.695235 Prob(F-statistic)

0.759969
0.622808
3.054242
652.9878
-255.8497
5.540721
0.000000

Source: Output EViews 12, data processed by researchers
(2022)

The table above shows the results of the
regression analysis of the fixed effect
model. The regression equation is obtained
as follows:

ERC = -20,895 - 0,445 CS + 0,736 FS +
0,544 EP + 0,329 GO +e

Based on the regression equation above, it
can be concluded that capital structure has a
negative effect on ERC, firm size, earnings
persistence, and growth opportunities have a
positive effect on ERC.
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D. Hypothesis Test
1) Simultaneous Effect Significance Test

(Test F)
The F test aims to test the effect of the
independent variables jointly or

simultaneously on the dependent variables.
Table 5 above shows that the Fcount value
is 5.540721 with a Ftable value of 2.69 (dfl
= k-1; 4-1 = 3, and df2 = n-k-1; 111-4-1 =
106) and the value significance of 0.000.
Based on the results that the value of Fcount
> Ftable and a significance value of 0.000
<0.05, it can be concluded that capital
structure, firm size, earnings persistence,
and growth opportunities simultaneously
affect the earnings response coefficient.

2) Partial Effect Significance Test (t-
test)

The t-statistical test is a test that aims to
see the effect of each independent variable
partially on the dependent variable. Table
5 above shows that capital structure has a
negative and significant effect on ERC.
Meanwhile, firm size, earnings
persistence, and growth opportunities
have a positive and significant effect on
ERC partially.

3) Coefficient of Determination (R2)
Table 5 above shows an Adjusted R-Square
value of 0.622808 or 62.28%. Based on
these values, it can be concluded that capital
structure, firm size, earnings persistence,
and growth opportunities affect the earnings
response coefficient by 62.28%. Other
factors outside this study influence the
remaining 37.72%.

E. Moderation Testing

Moderation analysis was carried out to
determine the role of the moderating
variable, profitability, and whether it can
moderate the relationship between the
independent variables (capital structure,
firm size, earnings persistence, and growth
opportunities) to the dependent variable
(earnings response coefficient). This study
measured moderation analysis using the
Moderate Regression Analysis (MRA) test.

Table 6. Moderation Testing Results

Variable Coefficient Std. Error t-Statistic Prob.

C -1.938004 8.260423  -0.234613 0.8152
Cs -0.284779 0.199884  -1.424721 0.1590
FS 0.022785 0.281699 0.080883 0.9358
EP 0.428243 0.132845 3.223619 0.0020
GO 0.134835 0.094034 1.433897 0.1564
PR -25.22964 12.40841  -2.033270 0.0461

CS*PR -0.579311 0.289389  -2.001842 0.0495
FS*PR 1.016017 0.404979 2.508816 0.0146
EP*PR 0.116070 0.225428 0.514887 0.6084
GO*PR 0.299199 0.146502 2.042277 0.0452

Effects Specification

Cross-section fixed (dummy variables)

Root MSE

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

2.011297 R-squared
2.299009 Adjusted R-squared
4973045 S.E. of regression
5.064266 Sum squared resid

0.834941
0.720670
2.628337
449.0302
-235.0668
7.306658
0.000000

6.187134 Log likelihood
5.519780 F-statistic
3.510049 Prob(F-statistic)

Source: Output EViews 12, data processed by researchers
(2022)

Based on the table above, the regression
equation obtained is as follows:

ERC = -1,938 + -0,284 CS + 0,022
FS + 0,428 EP + 0,134 GO - 25,229 PR -
0,579 CS*PR + 1,016 FS*PR + 0,116
EP*PR + 0,299 GO*PR

Based on these results, it can be concluded
that profitability can moderate the effect of
capital structure, firm size, and growth
opportunities on ERC. However,
profitability cannot moderate the effect of
earnings persistence on earning response
efficiency.

CONCLUSION
The results of this study provide several
conclusions that can be drawn based on the
discussion of the problems that have been
carried out. The following are the
conclusions that the author has summarised
in this study:

1. Capital structure is stated to have a
negative and significant effect on the
earning response coefficient for mining
companies listed on the IDX in 2018-
2020, so it can be concluded that H1 is
accepted.

2. Firm size is stated to have a positive and
significant effect on the earnings
response  coefficient for  mining
companies listed on the IDX in 2018-
2020, so it can be concluded that H2 is
accepted.

3. Profit persistence is stated to have a
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positive and significant effect on the
earnings response coefficient for mining
companies listed on the IDX in 2018-
2020, so it can be concluded that H3 is
accepted.

Growth Opportunities are stated to have
a positive and significant effect on the
earnings response coefficient for mining
companies listed on the IDX in 2018-
2020, so it can be concluded that H4 is
accepted.

Profitability is stated to be able to
moderate the effect of capital structure
on the earnings response coefficient in
mining companies listed on the IDX in
2018-2020, so it can be concluded that
H5 is accepted.

Profitability is stated to be able to
moderate the effect of firm size on the
earnings response coefficient in mining
companies listed on the IDX in 2018-
2020. It can be concluded that H6 is
accepted.

Profitability is stated to be unable to
moderate the influence of earnings
persistence on the earnings response
coefficient in mining companies listed
on the IDX in 2018-2020, so it can be
concluded that H7 is rejected.
Profitability is stated to be able to
moderate the effect of growth
opportunities on the earnings response
coefficient in mining companies listed
on the IDX in 2018-2020, so it can be
concluded that H8 is accepted.
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