NATIONAL
EVALUATION SERIES
(NES) BUSINESS
STUDIES PRACTICE
TEST (SAMPLE)

STUDY GUIDE

VISIT US ONLINE FOR
THE FULL VERSION STUDY GUIDE
https://nes-businessstudies.examzify.com




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.




Table of Contents

070 )7/ T |1 1
Table of CONtENTS ... 2
INtrodUCtion .. 3
How to Use This GUIAE ... 4
QUESTIONS ..o 5
AN WIS e 8
EXPlanations ... 10

N Xt S P S oo e 16




Introduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn't just about
memorization, it's about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you're preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You'll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it's correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It's ideal for learners who want to:

* Practice answering questions under realistic conditions,
* Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

* Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn't about getting every question right the first
time, it's about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let's begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here's how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 — 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don't just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There's no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions




1. What business activity is likely to increase owners’ equity?
A. The business incurs additional debt
B. The business experiences a net loss
C. The business realizes a net profit
D. The business sells fixed assets

2. What does the term "liquidity” refer to in finance?
A. The profitability of a business
B. The stability of an investment
C. The ease with which an asset can be converted into cash
D. The return on investment

3. If a small business uses the LIFO inventory costing method and its primary
raw material price increases, what is a likely outcome?

A. Gross profit will likely increase

B. Cost of inputs will rise, reducing gross profit
C. Net income will remain unchanged

D. Operating costs will decrease

4. Which type of organizational structure best describes a company organized
by functions?

A. Flat structure

B. Functional structure
C. Matrix structure

D. Network structure

5. Which term refers to the value added to a product at each stage of
production?

A. Equity

B. Capital

C. Value Chain

D. Market Capitalization
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6. Which metric is commonly used to measure a company's efficiency in
generating profit from its assets?

A. Return on Assets (ROA)
B. Net Profit Margin

C. Gross Revenue

D. Current Ratio

7. What is the most appropriate and efficient training strategy for new
employees on the software used in a large company?

A. Providing one-on-one training sessions.

B. Running training sessions for groups of newly hired employees every two
weeks.

C. Distributing instruction manuals to each new hire.
D. Implementing a self-paced online training module.

8. Why has the shift from an industrial-based economy to a service and
knowledge-based economy increased entrepreneurship?

A. Manufacturing requires less investment

B. Information and services usually need less capitalization
C. Urbanization has decreased production costs

D. Technology has replaced traditional jobs

9. Brand devaluation due to mismanagement is most likely to occur in which
type of foreign business venture?

A. Exporting

B. Franchising
C. Licensing

D. Joint ventures

10. What is a key advantage of starting a small business as a corporation
compared to a partnership or sole proprietorship?

A. Higher potential for profit
B. No requirement for business licenses

C. Protection from personal liability for corporate debts
D. Greater marketing opportunities
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Explanations




1. What business activity is likely to increase owners’ equity?
A. The business incurs additional debt
B. The business experiences a net loss
C. The business realizes a net profit

D. The business sells fixed assets

Owners' equity represents the residual interest in the assets of a business after deducting liabilities. When a
business realizes a net profit, it increases the retained earnings component of owners’ equity. Net profit signifies
that the income generated by the company exceeds its expenses, contributing to overall growth and financial
stability. This surplus earnings can be reinvested back into the business or distributed to owners, showcasing a
direct correlation between profitability and an increase in owners' equity. In contrast, incurring additional debt
increases liabilities without directly enhancing owners' equity, thus potentially putting pressure on future
profitability. Experiencing a net loss leads to a reduction in retained earnings, which negatively affects owners’
equity. Selling fixed assets may or may not increase owners' equity, depending on whether the proceeds from
the sale exceed the book value of the assets sold, and can often simply convert one form of asset into another
rather than contributing to equity growth. Therefore, the realization of net profit is the most straightforward and
effective means of increasing owners’ equity.

2. What does the term "liquidity” refer to in finance?
A. The profitability of a business
B. The stability of an investment
C. The ease with which an asset can be converted into cash

D. The return on investment

Liquidity in finance refers to the ease with which an asset can be converted into cash without significantly
affecting its market price. This is a crucial concept because it indicates how quickly an investor can access
funds when necessary. Cash is considered the most liquid asset, while other investments, such as real estate or
collectibles, are much less liquid due to the time and effort required to sell them and convert them into cash.
Understanding liquidity is important for businesses and investors alike, as it affects cash flow management and
investment strategies. A company with high liquidity can meet its short-term obligations more easily, whereas
low liquidity can lead to financial difficulties, even if a company is otherwise profitable. The other choices relate
to different financial concepts. Profitability pertains to how much profit a business generates compared to its
expenses. Stability often refers to the risk associated with fluctuations in an investment's value. Return on
investment is a measure of the gain or loss generated relative to the investment’s cost. While these are
significant aspects in finance, they do not define liquidity, underscoring the distinct role liquidity plays in
financial analysis and decision-making.
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3. If a small business uses the LIFO inventory costing method and its primary
raw material price increases, what is a likely outcome?

A. Gross profit will likely increase
B. Cost of inputs will rise, reducing gross profit

C. Net income will remain unchanged
D. Operating costs will decrease

When a small business employs the LIFO (Last In, First Out) inventory costing method, it records the most
recently acquired inventory as sold first. This means that during periods of rising prices for raw materials, the
cost of goods sold (COGS) reflects the higher costs of the most recent inventory purchases. As a result, the
COGS increases, which leads to a lower gross profit since gross profit is calculated as sales revenue minus
COGS. In this scenario, as the price of the primary raw material rises, the reported cost of inputs also rises
because the business is accounting for the more expensive inventory first. Since gross profit is significantly
influenced by the COGS, an increase in COGS due to higher input costs will ultimately reduce the gross profit
margin. Thus, the business is likely to experience a decrease in profitability as a direct result of these rising
material costs. This understanding highlights the dynamic nature of inventory costing methods and their
implications on financial statements, particularly in contexts of fluctuating prices.

4. Which type of organizational structure best describes a company organized
by functions?

A. Flat structure
B. Functional structure

C. Matrix structure
D. Network structure

A company organized by functions is best described by a functional structure. In this type of organizational
structure, the company is divided into specific departments or functions, such as marketing, finance, human
resources, and operations. Each of these departments is responsible for its own area of expertise, enabling a
more efficient and specialized approach to managing tasks and projects. This leads to clearer lines of authority
and responsibility, as employees report to a department head who oversees all activities related to that function.
Functional structures are particularly beneficial in larger organizations, where tasks can be complex and require
specialized knowledge. This structure allows for improved communication within departments, standardized
procedures, and the potential for enhanced skill development among employees, as they tend to focus on similar
tasks and collaborate frequently with their functional peers. In contrast, a flat structure typically has fewer
levels of management and a wider span of control, which may not focus specifically on functional specialization.
A matrix structure combines functional and project-based approaches, which can introduce complexity in
reporting relationships. Lastly, a network structure emphasizes flexibility and collaboration between independent
groups, which differs from the traditional departmental focus of the functional structure.
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5. Which term refers to the value added to a product at each stage of
production?

A. Equity

B. Capital

C. Value Chain

D. Market Capitalization

The term that refers to the value added to a product at each stage of production is the value chain. The concept
of the value chain illustrates how various activities within a business contribute to the overall value and
differentiation of a product or service. Each step in the process, from raw materials to manufacturing to
distribution, adds a certain amount of value to the final product, which can enhance profitability and competitive
advantage. In a business context, understanding the value chain allows companies to identify areas where they
can improve efficiency, reduce costs, or increase customer satisfaction, ultimately leading to better overall
performance in the market. The value chain is a critical framework for analyzing the full range of activities that a
company engages in to deliver its products to customers effectively.

6. Which metric is commonly used to measure a company's efficiency in
generating profit from its assets?

A. Return on Assets (ROA)
B. Net Profit Margin
C. Gross Revenue

D. Current Ratio

Return on Assets (ROA) is the correct metric to measure a company's efficiency in generating profit from its
assets. This financial ratio indicates how effectively a company is utilizing its assets to produce earnings. It is
calculated by dividing net income by total assets, providing a clear picture of how well the company converts its
investments in assets into profits. A higher ROA signifies more efficient management of the company's asset
base in generating profit. Other options serve different purposes: Net Profit Margin measures the percentage of
revenue that remains as profit after all expenses, reflecting profitability relative to sales rather than efficiency
with assets. Gross Revenue represents the total income from sales before any deductions, providing a view of
sales performance but not efficiency. The Current Ratio assesses a company'’s short-term liquidity by comparing
current assets to current liabilities, focusing on financial health rather than profitability efficiency. Thus, ROA is
specifically tailored to evaluate how efficiently a company uses its assets to generate profit, making it the most
suitable choice in this context.
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7. What is the most appropriate and efficient training strategy for new
employees on the software used in a large company?

A. Providing one-on-one training sessions.

B. Running training sessions for groups of newly hired employees every two
weeks.

C. Distributing instruction manuals to each new hire.
D. Implementing a self-paced online training module.

Running training sessions for groups of newly hired employees every two weeks is an effective strategy because
it allows for a structured approach to onboarding a larger cohort of new hires at once, promoting collaboration
and interaction among employees. This group dynamic can enhance learning as participants can share
experiences and solutions, making the training session more engaging. Additionally, scheduling sessions every
two weeks ensures that the company can consistently bring on new employees, allowing for regular updates to
training materials based on feedback from previous sessions. This creates a continuous improvement loop,
where training content can be refined according to the needs and questions of new hires, ensuring that they are
well-prepared to use the company's software effectively. Group training also allows the facilitator to address
common issues experienced by multiple new hires simultaneously, ensuring that everyone receives the same
foundational understanding of the software. This alignment can be crucial in larger organizations where
consistent knowledge across teams is important for collaboration and efficiency. While other training methods
like one-on-one sessions or online modules have their merits, they may lack the immediacy of feedback and
community learning that the group setting provides. Distributing manuals can be a useful supplementary
resource but may not engage employees effectively or address their questions in real time.

8. Why has the shift from an industrial-based economy to a service and
knowledge-based economy increased entrepreneurship?

A. Manufacturing requires less investment
B. Information and services usually need less capitalization

C. Urbanization has decreased production costs
D. Technology has replaced traditional jobs

The reasoning behind the increased entrepreneurship in the transition from an industrial-based economy to a
service and knowledge-based economy is fundamentally tied to the capital requirements associated with these
sectors. Information and services often involve lower barriers to entry in terms of financial investment compared
to manufacturing. For example, starting a tech-based service or an online-based service typically requires less
upfront capital for equipment and facilities than establishing a factory for producing goods. This accessibility
encourages more individuals to pursue entrepreneurial ventures, as they can leverage ideas, skills, and
technology without the overwhelming costs associated with industrial production. Urbanization, while
significant, relates more to shifts in population and labor markets than directly to entrepreneurship in a
knowledge economy. The role of technology, although impactful, pertains more to the displacement of certain
jobs rather than explicitly fostering a new entrepreneurial landscape. Thus, the decreased capitalization needed
for information and services is the key catalyst driving this shift towards increased entrepreneurial activity in
today’s economy.
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9. Brand devaluation due to mismanagement is most likely to occur in which
type of foreign business venture?

A. Exporting
B. Franchising

C. Licensing
D. Joint ventures

Brand devaluation due to mismanagement is most likely to occur in franchising because this model relies
heavily on maintaining a consistent brand image and quality across different locations. In franchising, a
franchisor allows an independent operator, the franchisee, to use its brand and business model. If the franchisee
mismanages the business—whether through poor customer service, inconsistent product quality, or failure to
adhere to brand standards—this can lead to a tarnished brand reputation. Customers have difficulty
distinguishing between the franchisor and individual franchise locations, so mismanagement at a franchise level
can reflect poorly on the overall brand. Franchising involves strict guidelines and support mechanisms for
maintaining brand integrity. However, the franchisee's operational decisions significantly impact the brand’s
perception in the marketplace, making it susceptible to devaluation if standards are not upheld. Unlike exporting,
licensing, or joint ventures, where the control over execution is different and often more regulated, franchising
places the operational responsibility squarely on the individual franchisee, which can lead to brand
inconsistencies if not managed properly.

10. What is a key advantage of starting a small business as a corporation
compared to a partnership or sole proprietorship?

A. Higher potential for profit
B. No requirement for business licenses
C. Protection from personal liability for corporate debts

D. Greater marketing opportunities

Starting a small business as a corporation offers significant legal advantages, particularly in terms of liability.
One of the primary benefits of incorporating is that it provides protection from personal liability for corporate
debts. This means that in the event of financial difficulties or legal issues, the owners (shareholders) are not
personally responsible for the debts and obligations of the corporation. Their personal assets are generally
safeguarded, which is a substantial advantage over partnerships or sole proprietorships where personal liability
can extend to the business's debts. In contrast, while higher potential for profit, absence of licensing
requirements, and greater marketing opportunities may be factors to consider in a business model, they do not
offer the same level of protection from risk that incorporation provides. Partnerships and sole proprietorships
often expose owners to personal financial risks related to the business, making the protective feature of
corporation a key advantage.
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Next Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we'd love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:
https://nes-businessstudies.examzify.com

We wish you the very best on your exam journey. You've got this!
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