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Degree of internationalization and financial performance 

of gaming businesses: A study of CD Projekt capital group 

Sławomir Szwajkosz 

A B S T R A C T 

Objective: This article aims to evaluate the impact of the internationalization process of firms on their financial 

situation. Through the research process presented in this study, I verify whether financial analysis can have its 

legitimate application in assessing the internationalization of a firm in the gaming industry. This verification is 

done on the example of the CD Projekt capital group. The process of scientific reasoning in this paper will bring 

closer to the fulfilment of the main research objective – to answer the question about the desirability of ap-

plying ratio analysis in the research domain of internationalization of firms. 

Research Design & Methods: This paper applies an indicator analysis. Over the years of development of this 

analysis, researchers separated, measured, and formed the four most essential elements of its financial func-

tioning to enable their evaluation. Using the literature on the subject, calculating tools and my knowledge, I 

independently prepared and developed eleven indicators that constitute the foundation of the research pro-

cess presented in this article. The indicators will verify the hypotheses posed through calculations and inter-

pretation of correlation coefficients between variables. 

Findings: The effect of partial or complete confirmation of the hypotheses adopted in the introduction is to 

confirm that the company’s internationalisation in the gaming industry has a positive impact on its financial 

condition. The result of the study is also the conclusion that the company’s internationalisation has had a 

positive impact on almost every aspect of the CD Projekt capital group’s operations and its current position is 

directly attributable to the internationalization process. 

Implications & Recommendations: To simplify the analysis, topic has been reduced to the example of a 

company in the gaming industry. I note, however, that the indicator analysis also seems to be a tool to 

assess the process of internationalization within other separate industries or sectors and therefore rec-

ommends further study of the issue. 

Contribution & Value Added: The use of indicator analysis in the research domain of the internationalization 

of enterprises has been the subject of scientific studies for some time. However, the attempt to implement 

the issue in the specificity of the creative industry is, according to the state of the author’s knowledge, a kind 

of novelty. This work aimed to assess the impact of the internationalization process of a company in the gam-

ing industry on its financial position. This goal was achieved, which confirms, following the principle of deduc-

tive reasoning, that assessing the impact of the internationalization process of the company based on indicator 

analysis retains economic sense. 
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INTRODUCTION 

Entrepreneurship is a social as well as an economic phenomenon, and attitudes and perceptions are 

important influences on the nature and level of that entrepreneurship(Global Enterpreneurship 

Monitor, 2021). The result of a global attitude and the ability to see an opportunity to grow a business 

regardless of where that opportunity arises is a shift in weight from focusing on the deepest possible 

market penetration to diversifying risk by operating in as many markets as possible. In reviewing the 

theory of internationalization, one may think that only manufacturing companies can benefit from 

internationalization. However, in this paper, I will prove that creative industries, including game busi-

ness, which can be considered as most susceptible to internationalization factors, can also use inter-

nationalization instruments to improve their financial performance. 

The objective of this article is to evaluate the impact of the internationalization process of firms on 

their financial situation. In this paper, I present and evaluate the assessment of the impact of the in-

ternationalisation process of a company from the innovative computer games industry, using a case 

study of the leader of the computer games market in Poland, listed on the Warsaw Stock Exchange – 

CD Projekt Capital Group. I will evaluate the impact of the internationalisation process by using the 

structure of the ratio analysis of the company, proposed in Security Analysis (Graham & Dodd, 2009), 

and relating changes in indicators determining the firm’s financial position to changes in the geograph-

ical structure of income. The ex-post analysis will be based on ten consecutive reporting periods and 

will allow us to capture changes that may only become apparent in the long term.  

Studies conducted in the literature on the subject, aimed at capturing the impact of the company’s 

internationalisation on its financial performance, seem to be limited only to industrial companies 

(Barłożewski & Trąpczyński, 2021; Chalmers et al., 2020; Steinbruch et al., 2020; Trąpczyński, & Halas-

zovich, 2021). This action is understandable since industry represents a conservative, understandable busi-

ness whose influence on the world economy was undeniable. Today, however, it is services that are be-

coming the backbone of the modern economy. Offshoring and outsourcing seem to be the cause of eco-

nomic growth and development for many countries such as India, the Philippines or Vietnam (Cushman & 

Wakefield, 2015), rising to the first position in outsourcing services due to rising labour costs in China. 

Therefore, I will focus on the industry directly related to the creative sector and digital technologies being 

the future of today’s globalised economy (Maciejewski & Głodowska, 2020; Rymarczyk, 2020). 

The article consists of three main parts. It begins with a literature review and an indication and 

description of the research methodology. I will then focus on presenting and discussing its results. The 

conclusion, which will falsify or confirm the hypotheses articulated in the introduction, will constitute 

the last part of this paper. 

LITERATURE REVIEW 

The extant literature is rich in various theories, models and concepts explaining internationalization of 

the firms (Wach, 2021), however the leading position belongs to management theory and economic 

theory, while the financial theory lags behind. International expansion is a crucial decision for firms 

that regularly face transitional payment problems and concentrate their activities mainly on their 

home market (Ketels, 2016) and it is extremely import for young innovative firms (Wach, 2016).It af-

fects small and medium-sized enterprises (SMEs), i.e., firms with no or relatively little international 

experience. It constitutes for them a kind of barrier to entering new markets. As a result, they interpret 

international activity through the prism of the costs it generates, often forgetting that the initiation of 

internationalisation processes is associated with a range of benefits, such as risk diversification, econ-

omies of scale or protection against market fluctuations or changes in trends, which often become the 

cause of liquidity problems for the company. Based on several studies, including those presented by 

the Ahroni’s thesis (Ahroni, 1966), foreign investments generally are perceived as bearing a much 

higher risk than domestic investments due to the limited availability of information about foreign mar-

kets and the higher cost of obtaining information about the home market. The prospect theory, in turn, 
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suggests that a company’s financial performance correlate negatively with its willingness to take risks 

(Kahneman & Tversky, 1979). It means that when a company meets the performance targets set by 

decision-makers, they are inclined to choose many lower-risk strategies to maintain their profits. It 

illustrates a situation in which, on the one hand, managers who achieve tangible benefits are not will-

ing to take risks associated with the process of internationalisation. However, on the other hand, when 

the company’s financial situation forces its executives to react. They, due to low international aware-

ness, do not use the opportunities guaranteed by international markets and do not initiate interna-

tionalisation. However, the prospect theory complements the extremes related to the entity’s financial 

situation, i.e., high liquidity and unprofitable activity, consistently assuming that the worse its result, 

the more risk it is willing to take. If the company characterises over-liquidity, it will be more willing to 

look for places to invest its capital (Jung & Bansal, 2009). In the first case, when results are lower than 

expected, managers will evaluate current strategies and, as losses escalate, will accept a higher level 

of risk. In the opposite situation, they will regard internationalisation as an investment - forgoing the 

distribution of today’s profits favouring future and uncertain profits. This observation provides the 

basis for the thesis of a relationship between internationalisation and company performance, but one 

can only speak of correlation, not causation, at this stage of the study of the issue. The aspect of the 

search for a causal relationship in international literature has been present for some time.  

In recent years, research has mainly focused on the extent to which the degree of internationalisation 

(DOI) influences corporate performance. Some of these studies suggest that firms, to some extent, pre-

serve the mobility of their resources to achieve economies of scale and exploit imperfections in markets 

and expand their business opportunities (Chalmers et al., 2020; Gomes & Ramaswamy, 1999; Steinbruch 

et al.,2020; Tallamn & Li, 1966). This theory notes that firms do not become multinational unless there is 

an opportunity for advantage, so foreign expansion must positively impact firm performance (López-

Morales & Gómez-Casas, 2015). However, the popularisation of research in this area is becoming a rea-

son to abandon this scientific consensus favouring the many models developed over recent decades. 

Studies on the impact of internationalisation in British industrial centres have shown a linear convergence 

between degree of internationalisation (DOI) and company performance with an upward trend (Grant, 

1987), which means that a greater DOI generates an increase in economic benefits for companies. An-

other study presented by Gomes and Ramaswamy (1999) empirically proved that, in fact, between the 

two coefficients, there is a linear convergence. However, with a negative trend, the DOI, over time, neg-

atively affects productivity, so it remains positive in productivity, but these benefits begin to decrease 

and are not as great as at the beginning of the international expansion (Gomes & Ramaswamy, 1999). 

The dispute about the convergence of the linear impact of internationalisation on firm performance 

some attempted to overcome by other researchers who argued that this relationship is not linear but U-

shaped. However, the empirical re-adaptation of the model showed two faces of this relationship. One, 

supporters of the U-shaped form of the relationship considered that companies initially represent a neg-

ative performance related to the costs of internationalisation, but when internationalisation begins to 

bring tangible benefits, the trend slowly turns into an increasing relationship (Ruigrok & Wagner, 2003). 

The model’s shape has been adopted by opponents of this theory, suggesting that the inverted letter “U” 

fulfils the characteristics of describing economic reality. Basing the thesis on empirical evidence, they 

suggested that the relationship takes the form of an inverted letter “U” between DOI and company per-

formance, which means that with time and increasing scale of the degree of internationalisation, the 

positive impact on the company’s performance offsets by the costs of coordinating international opera-

tions in different countries (Gomes & Ramaswamy, 1999). 

One of the most significant conclusions from the above models is that internationalisation does 

impact corporate financial performance. It continues to be an influence that requires further research, 

whose structure and contingency still elude researchers in its irrevocable form. The corporate perfor-

mance itself is a construct that results from several not undeviating related factors arising from the 

company’s ventures and external factors. The binary adoption of this relationship is essential because 

the internationalisation of businesses today is considered a factor in the entity’s success. The fact that 

relational models do not fully explain the phenomenon does not mean that their understanding does 
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not affect the decision-making process because just the awareness of this relationship can affect the 

company’s strategy. 

RESEARCH METHODOLOGY 

In the literature on the subject, it seems to be gaining popularity to study the impact of the interna-

tionalisation of a business unit on its financial performance by comparing the above to the DOI in-

ternationalisation scale or the transnationality (TNI) coefficient proposed by UNCTAD (2007). Over 

many decades of development of the research domain, many researchers have pointed out that the 

main element for assessing the degree of internationalisation should be the share of foreign sales in 

the company’s total sales (FSTS). Siddharthan and Lall (1982), based on a study of the 100 largest 

multinational corporations of the United States in terms of firm growth, where they took FSTS as the 

independent variable, concluded that the degree of internationalisation had a negative impact on 

the firm’s growth rate (Siddharthan & Lall, 1982). Other researchers, again based on the 100 largest 

multinational corporations in the United States but enriching the research sample with the 100 larg-

est European corporations, concluded that financial performance improved monotonically with in-

creasing FSTS, but peaked and declined when FSTS exceeded the 60% – 80% FSTS threshold (Geringer 

et al., 1989). This conclusion was contrary to the research of Daniels and Bracker (1989), who, based 

on 116 American multinational corporations, confirmed the thesis on the effect of internationalisa-

tion on corporate financial performance, where the researchers designated FSTS as the independent 

variable. Adopting the share of foreign sales in total sales as the only estimator of the scale of inter-

nationalisation DOI seems problematic. Nevertheless, as an external observer, it is not straightfor-

ward to obtain the information regarding the company necessary to determine the transnationality 

index (TNI) or transnational activities spread index (TASI). However, according to the Polish Account-

ing Act and the Code of Commercial Partnerships and Companies, it is obligated to report revenues 

from sales of foreign origin, which exhibits ease to convert into a ratio comparing foreign sales to 

total sales. Consequently, although the practice of using the FSTS indicator is fraught with research 

uncertainty, it is one of the few pieces of information that a researcher can swiftly obtain at the 

stage of aggregating a company’s financial information; therefore I, emphasising awareness of the 

problems of using the above indicator, decide to use it in this study. 

The evaluation of the impact of this aspect of internationalisation on the company’s financial per-

formance will be presented in four financial fields of the company’s performance, represented by four 

groups of financial ratios. At the same time, the study’s main objective is the correlational assessment 

of the relationship between the financial situation represented by the above-mentioned financial ra-

tios and its internationalisation, represented by the FSTS ratio, which is the resultant of the analysed 

geographical structure of income. Within the framework of the article’s primary objective thus formu-

lated, I am articulating a specific objective to verify the economic sense of applying the FSTS indicator 

in assessing the impact of the company’s internationalisation on its financial performance. 

The research process for this article involves the verification of the following research hypotheses: 

H1: There is a correlation between increasing foreign sales shares in total sales and improving 

liquidity performance of the firm. 

H2: There is a correlation between an increase in the share of foreign sales in total sales and 

improving the profitability performance of the firm.  

H3: There is a correlation between increased foreign sales shares in total sales and a reduction 

in the firm’s debt.  

H4: There is a correlation between increasing foreign sales shares in total sales and increasing 

management efficiency of the firm.  

H5: Using the ratio of the share of foreign sales to total sales in determining the impact of inter-

nationalisation on a firm’s financial performance retains an economic sense.  

H6: The degree of internationalisation of a firm (DOI)has a positive impact on its financial posi-

tion.  
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The method used in this study – a case study, applied as a deductive method, will constitute a 

check or analysis of the relationships between variables, which are the basis of quantitative research 

methods. Within the framework of the present work, I decided to precisely choose the case study 

method, thus constituting an analysis of existing statistical data, as it constitutes a systematic proce-

dure implemented to audit the content of recorded information in the form of statistical data, where 

the source of these data will be the enterprise itself, which is obliged to publish financial statements. 

In order to verify the research hypotheses, the paper applies the indicator analysis, whose history of 

application dates back to the second half of the 19th century (Horrigan, 1968) when, along with the 

development and industrial maturity of the United States, there was a growing demand for solutions 

in financial mathematics that would make it possible to evaluate a company’s economic and financial 

performance. During the development of this tool, authors of the indicator analysis separated the four 

most essential elements of a company’s financial performance. Using the literature on the subject, 

calculating tools and my knowledge, I developed eleven indicators that constitute the foundation of 

the research process presented in this paper, and these are as follows: 

I. Financial liquidity ratios: (1) Current ratio, (2) Quick ratio; 

II. Profitability ratios: (3) Return on Sales, (4) Return on Assets, (5) Return on Equity; 

III. Company debt ratios: (6) Debt ratio, (7) Long-term debt ratio, (8) Long term capital fixed to assets; 

IV. Company management efficiency ratios: (9) Total asset turnover, (10) Receivable’s turnover in days. 

The indicators resulting from the analysis of the company’s financial data will be related to the 

geographical structure of CD Projekt’s revenue, thanks to the correlation method proposed by Karl 

Pearson as follows (Mukaka, 2012): 

� =
���[�, 	]

�[�] ∗ �[	]
  

In addition to the sources of statistical data, which are the financial statements of the company 

CD Projekt from 2010 to 2019 (period of 10 years), published in the court and business monitor, 

while fulfilling the obligation under the law of the country following the address of the registered 

office of the company, I will also use the literature on the subject published both in the continuous 

publication and industry journals. 

RESULTS AND DISCUSSION 

Geographical structure of revenue 

One of the elements that do not appear in the literature and the interpretation of the indicator analysis 

is the analysis of the geographic structure of revenue. It can provide me with knowledge about the 

possible diversification of the company’s sources of income and, what seems essential from the point 

of view of the subject of this article, some knowledge about the internationalization of the studied 

company. Given the presented observation, I decide to enrich the analysis with the geographical struc-

ture of revenue and the related internationalization index FSTS. The table presents the aggregated 

geographical structure of revenue of the CD Projekt capital group, for which data I obtained from con-

secutive consolidated financial statements of the CD Projekt capital Group (Table 1). 

Relationship between CD Projekt’s liquidity analysis and internationalization 

For an analysis of a company’s liquidity, it seems crucial to use factors that reflect the entity’s ability 

to meet its short-term obligations, while relating these values to the changing geographical structure 

of exports will make it possible to define the correlation between the values indicated, or the lack 

thereof. The indicators established for this analysis will be (Table 2): 

1. Current liquidity ratio (CR), established as the ratio of current assets to current liabilities, informing 

how many times current assets cover current liabilities. 

2. High liquidity ratio (QR), established as the relation of total assets fewer inventories and prepay-

ments and accruals to current liabilities, which shows the degree to which current liabilities are 

covered with assets characterized by a high degree of liquidity. 
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Table 1. Geographical structure of CD Projekt’s revenue between 2010 and 2019 

Place of revenue 
2010 

(in %) 

2011 

(in %) 

2012 

(in %) 

2013 

(in %) 

2014 

(in %) 

2015 

(in %) 

2016 

(in %) 

2017 

(in %) 

2018 

(in %) 

2019 

(in %) 

Local 73.60 50.30 46.10 43.70 4,32 4,68 4,53 5,29 3,43 3,36 

Foreign 26.40 48.70 53.90 56.30 95.68 95.32 95.47 94.71 95.57 96.64 

Europe */since 2018 only EU 20.30 17.40 16.30 17.70 34.47 24.94 26.58 23.86 29.08 25.25 

North America */since 2018 only U.S. 4.80 27.70 31.20 30.30 47.87 56.83 55.45 53.98 54.99 59.95 

South America */until 2018 N/A – – – – – – – – 0.75 0.67 

Asia */until 2019 USSR + Asia 0.30 1.00 2.20 2.10 2.74 7.86 8.79 10.64 8.53 8.59 

Australia */until 2018 N/A – – – – – – – – 1.98 2.06 

Africa */until 2018 N/A – – – – – – – – 0.24 0.12 

Rest */since 2018 N/A 1.00 3.60 4.20 6.20 10.60 5.69 4.65 6.23 – – 

Notes: * – indicates a change in data presentation methodology; N/A – stands as not applicable. 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

Table 2. Profitability ratios of CD Projekt capital group for the years 2010-2019 

Profitability Analysis 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

CR 1.05 1.74 2.48 2.70 1.98 3.67 7.85 7.68 6.23 2.65 

QR 0.48 0.90 1.45 1.37 0.69 3.58 7.68 7.53 6.12 2.53 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

An analysis of the development of liquidity ratios at CD Projekt between 2010 and 2019 shows that 

the company maintained its financial liquidity throughout the analyzed period. However, in the initial 

period, i.e., in 2010, the company may have recorded temporary problems with the current payment of 

liabilities, as the ratio of coverage of liabilities with assets indicates their borderline low levels. In 2011-

2014, the level of financial liquidity was at an almost optimal level; however, in 2015-2018, the company 

recorded a significant over-liquidity (working capital resources in 2017-2018 exceeded current liabilities 

by almost eight times), only to approach the optimal level of indicator values again in 2018. Having ana-

lyzed the company’s financial liquidity, it is worth relating the indicated values to the geographical struc-

ture of revenue. The relation will determine how the values of financial liquidity ratios correlate with 

changes in the company’s revenue sources and justify the correlation or lack thereof. 

Table 3. Summary of correlations of CD Projekt liquidity analysis indicators to the geographical structure of 

revenue in the period 2010-2019 

Geographical breakdown of revenue Liquidity indicators Correlation coefficient value 

FSTS (Foreign Sales to Total Sales) 
CR (Current Ratio) 0.6311 

QR (Quick Ratio) 0.6459 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

CD Projekt’s penetration of the domestic market is so high that to increase cash inflows, the com-

pany must expand beyond its home market and broaden its customer base to include foreign custom-

ers. This observation seems significant because both the current ratio and the high liquidity ratio show 

that in CD Projekt, an increasing percentage of export sales correlates highly with an increase in liquid-

ity ratios (Table 3), the reason for which is the limited possibility of expanding the customer base in 

the domestic market. This also means that in the case in question, the increasing DOI (according to the 

FSTS measure) to a significant extent leads (or, using the literature on the subject directly, “correlates 

highly”) to an improvement in the company’s financial liquidity, which allows me to confirm the hy-

pothesis that there is a correlation between the increase in the share of foreign sales in total sales and 

the improving liquidity results of the company. Especially in the era of digital distribution, where the 

company does not have to spend money on transporting or packaging the product, the main cost ap-

pearing in the product’s price is its production cost. Therefore, an increasing volume of sales allows 

the fixed costs to be spread over a more significant number of copies of the game sold, which affects 
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the revenue generated from the sale of products. It is, therefore, reasonable to conclude that in the 

case of the company in question, its internationalization had a positive impact on its liquidity. 

Relationship between CD Projekt’s profitability analysis and internationalization 

The result of actions determined by effectiveness, efficiency and adaptability is a profitable activity. 

The usage of these determinants leads to a particular situation. The expected output of it is profit-

ability based not only on the company’s specific activities but also on the enterprise. However, the 

profitability of an enterprise can be evaluated based on the context of the measures used to assess 

it, focusing on the profitability of sales, assets, or equity involved (Moscviciov et al., 2010). To carry 

out the analysis, indicators I will apply to present, analyze and evaluate the profitability of CD Pro-

jekt in the years 2010-2019. Indicators representing each aspect of profitability will serve this pur-

pose, and they will be as follows (Table 4): 

1. Return on Sales (ROS), determined as the percentage of net profit in net sales, showing what profit 

margin a specific volume of sales brings; 

2. Return on Assets (ROA), calculated as a percentage of net profit in the total value of assets, indi-

cating the ability of assets to generate profit, thus providing information on the effectiveness of 

asset management in the company liquidity; 

3. Return on Equity (ROE), determined as the value of net profit concerning the value of equity and 

expressed as a percentage, provides information on the effectiveness of equity. 

Table 4. Profitability ratios of CD Projekt Capital Group for the years 2010-2019 

Profitability analysis 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

ROS -6.84% 17.30% 17.15% 10.18% 4.86% 42.91% 42.90% 43.24% 30.13% 33.63% 

ROA -4.44% 19.09% 18.56% 8.67% 2.78% 66.66% 32.24% 22.68% 10.90% 15.86% 

ROE -2.06% 12.72% 13.86% 6.65% 1.88% 51.95% 28.63% 20.40% 9.70% 12.49% 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

The higher the value of the profitability ratios, the more profitable the company’s activity is. How-

ever, it is difficult to determine their optimum level as absolute values, so the literature on the subject 

points instead to their assessment through the prism of changes over time, rather than an analysis of 

specific values somehow separated from the previous ones. An analysis of profitability ratios in CD 

Projekt Capital Group in the years 2010-2019 emphatically proves the existence of two periods of the 

company’s development – the years 2010-2014 and the years 2015-2019. In the first period indicated, 

and more specifically its initial year, the company recorded losses, resulting from the costs of sales, 

overheads, and other operating costs, which absorbed the company’s profit. The following years of 

the period in question saw a definite improvement in the ratios resulting from the release of the com-

pany’s new product, which had a positive effect on sales, raising the value of the sales profitability 

ratios to the range of 4.86% – 17.30%, return on capital to the range of 2.78% – 19.09% and return on 

assets, which was in the range of 1.86% – 6.65%. In the next separated period, i.e., from 2015 to 2019, 

the company’s profitability results were already characterized by very high profits and thus also by 

above-average good profitability ratios. In the second period of the company’s operations, the ranges 

of the above were set at levels of 30.13% – 42.91% for sales profitability, 10.90% – 66.66% for capital 

profitability and 9.70% – 51.95% for asset profitability. Again, as in the case of the liquidity analysis, it 

is worthwhile to relate the indicated profitability ratios to the geographical revenue structure by de-

termining whether a change in the FSTS ratio and, therefore, a change in the share of foreign sales in 

total sales, statistically explains the changes in the profitability ratios (Table 5). 

The analysis of correlation ratios can begin with the ratio presenting the lowest value, which 

means a value of 0.4446 for the ROE ratio. According to Pearson’s interpretation of the correlation 

coefficient, in the case of the company CD Projekt in 2010-2019, the increasing percentage of export 

sales correlates on average with the increase in the return on equity ratio (Table 5). A high value of 

this ratio also higher capital efficiency, as it creates opportunities to obtain high dividends and allows 

to use part of the funds for further business development. The increasing value of net profit while 
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maintaining the value of capital at the same level will increase the theoretical effectiveness of the 

company; however, using the correlation index to determine the convergence of changes in the 

profitability index and changes in the geographical structure of income, certain aspects of the com-

pany’s activity should not be overlooked. It can be observed, when analyzing operations on the com-

pany’s capital, that activities that cause a decrease in the value of the return on equity ratio posi-

tively affect the capital structure, increasing the share of equity in the total capital, thus reducing 

the financial leverage, and thus have their positive impact on the valuation and profitability of the 

company. Therefore, the correlation between ROE and the geographical structure of income exists 

and is observable. However, apart from increasing net profits, the stock company performs several 

activities and operations, not observable within the correlation indicator, which has its own financial 

or accounting justification but negatively influences the correlation coefficient. 

Table 5. Summary of correlations of CD Projekt profitability analysis indicators to the geographical structure 

of revenue in the period 2010-2019 

Geographical breakdown of revenue Profitability indicators Correlation coefficient value 

FSTS (Foreign sales to total sales) 

ROS (Return on Sales) 0.5020 

ROA (Return on Assets) 0.4446 

ROE (Return on Equity) 0.4779 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

A further consideration in discussing the correlation values of the geographical composition of 

revenue and ROA is that the use of a correlation as simple as Pearson’s coefficient does not consider 

an essential piece of information for the analysis, the volume of foreign trade. Profits from abroad 

lag the share of the revenue from abroad in the geographical structure at specific points. The situa-

tion is quite the opposite when the discussed geographical structure is related to the Return on 

Sales, which shows a very high correlation, and which can be interpreted as the fact that the increas-

ing percentage of foreign sales in total sales has a direct impact on the increase in the return on sales 

ratio. That confirms the hypothesis, which assumed a correlation between increasing foreign sales 

shares in total sales and improving the company’s profitability results. This effect is related to the 

fact that foreign markets are potentially more absorptive, even with a low penetration level, than 

domestic markets, as proven by the economies of scale theory. The export development of the pub-

lishing studio CD Projekt was directly linked to opening to foreign markets characterized by a much 

greater capacity than the domestic market. Therefore, in the case of the company in question, the 

thesis that increasing the share of the revenue from export sales in the geographical structure of 

revenue is associated with an increase in sales profitability is justified. 

Relationship between CD Projekt’s debt analysis and internationalization 

Even companies unrivalled industry leaders and the largest private entity listed on the Warsaw Stock 

Exchange in terms of accumulated assets cannot rely solely on equity. The main objective of a debt 

analysis is to determine the level and structure of a company’s external capital by verifying whether 

the level of external capital threatens the company’s financial independence (Gabrusewicz, 2014). 

The desired effect of this analysis is to determine whether the company can pay its long-term debts 

within a certain period and in a certain amount. As part of the debt analysis, the following measures 

will be indicated and calculated (Table 6): 

1. Debt ratio (DR, from Debt ratio) as the ratio of total liabilities and provisions for liabilities to total 

assets of the company, informing mainly about the importance of foreign capital in financing the 

company’s assets (Wach, 2017); 

2. Long-term debt ratio (LTDR) as a relation of long-term debt to equity, expressed as a percentage, 

informs about the burden of equity with external, long-term forms of financing; 

3. Long term capital to assets ratio (LTCFA), as a ratio of equity to fixed assets, informing about the 

degree of financial independence by measuring the share of financing assets with equity. 
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Table 6. Debt ratios of CD Projekt Capital Group for the years 2010-2019 

Debt analysis 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

DR 0.54 0.33 0.25 0.23 0.33 0.22 0.11 0.10 0.11 0.21 

LTDR 9.53% 4.10% 3.75% 2.38% 0.86% 0.55% 0.95% 0.42% 0.59% 1.79% 

LTCFA 1.04 1.44 1.69 1.81 1.82 3.75 4.60 3.47 2.55 1,.67 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

In the case of the general debt ratio, i.e., the ratio of external capital and provisions for liabilities 

to total company assets, the expected value, according to the literature, should not exceed 50%. Some 

theoreticians assume that values in the range of 0.57-0.67 constitute the upper, safe limit of this meas-

ure. When analyzing the value of the available debt ratio at CD Projekt in the period under analysis, 

only the initial period, i.e., 2010, raises some concerns. The value of 0.54 approached the upper limit 

of safe debt but decreased with time, which may indicate the decreasing involvement of debt capital 

as a form of financing the company’s activity, which translates into a permanent decrease in invest-

ment risk and an improvement in the company’s creditworthiness. However, during the period under 

review, a noticeable increase in the ratio in 2014 at a level of almost 50%, from a ceiling of 0.23 to 

0.33. Perhaps the studio was looking for external sources of financing to complete the project. It might 

have also prepared for the release of the product by entering contracts before its completion. Another 

explanation seems to be that the company preferred to operate with someone else’s capital, which 

was losing value over time, rather than with its capital, which brought the company tangible profits, 

and the whole process did not have a significant impact on the company’s debt level (Table 6). 

Table 7. Summary of correlations of CD Projekt debt analysis indicators to the geographical structure of reve-

nue in the period 2010-2019 

Geographical breakdown of revenue Debt indicators Correlation coefficient value 

FSTS (Foreign sales to total sales) 

DR (Debt Ratio -0.7666 

LTDR (Long Term Debt Ratio) -0.9063 

LTCFA (Long Term Capital Fixed to Assets) 0.6631 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

The first index representing the lowest level of correlation is the equity to fixed assets ratio coeffi-

cient, which was at the level of 0.6631, which in the light of interpretation means high correlation. The 

relatively low correlation coefficient can be explained by the fact that changes in capital value occur in 

a different period than changes in the geographical structure of income. A different situation occurs in 

the case of the general debt ratio. Here correlation with the geographical structure and revenue from 

2010 to 2019 was -0.7666. Interpreting the above value, that can be concluded that the increasing 

percentage value of export sales correlates very highly with the decrease in the general debt ratio. 

On the one hand, this indicator shows a very high correlation (Table 7), but on the other hand, a 

specific dependence can be observed, the awareness of which explains the appropriately lower than 

expected value of the correlation. The degree of overlap is not close to the unit value because it is 

more economical for a company to acquire free capital from customers who are ready to pay for a 

product that in principle does not exist yet than to use its capital, which in the meantime, thanks to 

mechanisms such as O/N deposits (Overnight Deposit) generates real profit for the entity. The value 

of the indicator will never indicate an almost certain correlation in a situation in which the company 

behaves economically, which is understood by looking for the cheapest and lowest-risk forms of fi-

nancing, and indebtedness generated as an advance from customers, which is capital with basically no 

costs and does not represent any significant risk. The last correlation coefficient represents an ex-

tremely high level and is the correlation coefficient of changes in the geographic structure of revenue 

and the long-term debt ratio. According to the interpretation of the coefficient, an increasing percent-

age of export sales almost certainly correlates with a decrease in the long-term debt ratio, which can 
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be explained by the fact that exports made it possible to generate more and more profits from opera-

tions, as shown in the profitability analysis. In the case of CD Projekt, the hypothesis presented by me 

in the introduction can therefore be accepted that there is a correlation between the increase in the 

share of foreign sales in total sales and a decrease in the indebtedness of the company. 

Relationship between CD Projekt’s management efficiency analysis and internationalization 

The last of the stages of evaluating a company from a financial point of view in the framework of 

ratio analysis is the analysis of the company’s management efficiency, i.e., the translation of the 

company’s skills and capabilities into financial language, through a series of values determining the 

efficiency of using the company’s resources in the realities of the economic environment. Within the 

analysis framework, I will use two indicators, in my opinion, important from the analysis point of 

view, which belongs to the group of rotational indicators. Using them, he will establish basic infor-

mation about the efficiency of CD Projekt’s enterprise management in the years 2010-2019 and in-

terpret this information. These will be (Table 8): 

1. Asset turnover ratio (TAT), created based on the comparison of net sales revenues to total assets, which 

informs what part of the company’s assets was covered by the profit of a given accounting period; 

2. Receivables turnover ratio in days (RT), created based on the average level of trade receivables to 

total sales revenue, multiplied by the number of days in the accounting period, inform the number 

of days in which the company’s financial resources are frozen in receivables. 

Table 8. CD Projekt Capital Group’s business management efficiency indicators for the years 2010-2019 

Efficiency analysis 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

TAT 0.30 0.74 0.81 0.65 0.39 1.21 0.67 0.47 0.32 0.37 

RT – 67.17 70.66 62.01 44.51 21.52 49.78 46.42 41.88 58.32 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

The TAT ratio indicates the ratio of the company’s net profit to the assets that generated this profit, 

and its value was very high for CD Projekt between 2010 and 2019. The beginning of the examined 

period, i.e., 2010, was objectively the weakest period in terms of the company’s asset turnover, reach-

ing a value of 0.3 (Table 8), which translates into information that the assets accumulated by the com-

pany allowed it to generate 30% of its value in net profit. Subsequent years, and therefore subsequent 

products of the studio, increased this measure accordingly. Analyzing the values of the RT indicator, 

one can notice the initially long period of waiting for repayment of debts among creditors, which from 

2011 to 2013 did not fall below two months. The following two years saw an improvement in collecting 

debts in 2014 at 45 days and 2015 at the lowest level – 22 days. After 2015, the values returned to a 

level above 40 days, with a peak in 2019 of 58 days (Table 8). 

Table 9. Summary of correlations of indicators of CD Projekt’s management efficiency analysis to the geo-

graphical structure of revenue in the period 2010-2019 

Geographical breakdown of revenue Management efficiency indicators Correlation coefficient value 

FSTS (Foreign Sales to Total Sales) 
TAT (Total Asset Turnover) 0.0289 

RT (Receivable turnover in days) -0.7501 

Source: own compilation based on: Consolidated financial statements of CD Projekt Capital Group for 2019 and previous years. 

Starting from the value of the RT indicator, an interesting correlation can be observed, which boils 

down to the interpretation that an increasing percentage of export revenues in total revenues corre-

lates highly with an increase in the value of trade receivables turnover in days (Table 9). The conclusion 

that can be drawn from the value of the correlation indicator is that the company, along with the 

increase in international importance and improvement of its competitiveness, shortened the receiva-

bles turnover period, requiring contractors to pay receivables in shorter periods. The second of the 

indicators of the company’s management efficiency presented in the table above, i.e., the correlation 

index of the company’s asset turnover and the geographic structure of its revenue, almost shows no 
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signs of linear correlation (Table 9). That can be concluded with the observation that the company’s 

asset profitability is not related to the changing geographic structure in a linear way, which allows only 

partial confirmation of the hypothesis that there is a correlation between the increase in the share of 

foreign sales in total sales and the increasing management efficiency of the company.Table 10 presents 

the summary of the verifications of all six research hypotheses presented in this article. 

Table 10. Verifications of all six research hypotheses 

No. Hypotheses Result 

H1: 
There is a correlation between increasing foreign sales shares in total sales (FSTS) and improv-

ing liquidity performance of the firm. 
Confirmed 

H2: 
There is a correlation between an increase in the share of foreign sales in total sales (FSTS) 

and improving the profitability performance of the firm.  
Confirmed 

H3: 
There is a correlation between increased foreign sales shares in total sales (FSTS) and a reduc-

tion in the firm’s debt.  
Confirmed 

H4: 
There is a correlation between increasing foreign sales shares in total sales (FSTS) and increas-

ing management efficiency of the firm.  
Confirmed 

H5: 
Using the ratio of the share of foreign sales to total sales (FSTS) in determining the impact of 

internationalisation on a firm’s financial performance retains an economic sense.  
Confirmed 

H6: The degree of internationalisation of a firm (DOI) has a positive impact on its financial position.  Confirmed 

Source: own study. 

CONCLUSIONS 

The result of the study is undoubtedly the confirmation of the thesis of preserving the economic sense 

of using the FSTS index in the study of the impact of the company’s internationalisation on its financial 

performance. The specific objective of the preceding article was to assess the effects of the interna-

tionalisation process of the company on its financial position, and I achieved this objective, which con-

firms, according to the principle of deductive reasoning, that the assessment of the impact of the in-

ternationalisation process of the company made based on the FSTS indicator retains the economic 

sense. The study’s primary objective was also, thanks to the research presented in this paper, achieved, 

resulting in the confirmation of the sixth hypothesis, if the internationalisation of the company has a 

positive impact on its financial position. 

 As part of the analytical process, thanks to the presentation of output data proving that the com-

pany CD Projekt is internationalised and that the change in the value of the company’s financial indi-

cators to a certain extent, currently exposed in the correlation statistics, was intimated by changes in 

the geographical structure of income, it is reasonable to conclude following the derivation rule that 

the internationalisation of the company discussed in the case study had its desired effect on its finan-

cial performance. Based on the analysis of statistical data and case study analysis, the result of the 

conducted research is the verification of my detailed hypotheses with the result of the study. 

In this paper, the only one video game company was presented and discussed (as the case study); 

however, the noticed trend seems to be maintained within the whole industry. Therefore, there is an 

obvious need for further attempts to study the impact of internationalization on companies’ financial 

performance within the creative industry. It seems that the video game industry reveals a propensity 

to internationalize. Therefore, further studies are needed. Since the study presented in this paper was 

limited to only one sample company (a case study method), the output data does not represent the 

entire industry (lack of representativeness), but it encourages further exploration of the topic and ex-

pand the research, which I strongly recommend. 
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