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Liability refers to a debt that a company has either loans or unpaid bills. This paper tries to explain the implications of high liability balances in a company and the pros and cons of high liability balance. It also provides real world examples of high liability balances in businesses.  
High liability balances in a company may indicate a negative aspect for a company because it means that the organization is debt ridden. It also means that the company may be forced to shut down its business if unable to repay the debt on time. High liability balances may also indicate a high debt ratio and low equity. Liquidity, which refers to insufficiency of cash and bank balance, can be the reason of the debt (Stigum, 1983). High liability balance is disadvantageous to the organization and it creates unfavorable image for the stakeholders and credit rating agencies. Generally, high liability does not have any benefits for the enterprise. 
The pros and cons of liability balance may vary depending on the debt type used in operating the particular business. Pros include tax-deductibility of interest payment, management control, lower interest rate, accessibility, business credit score, and no profit-sharing. The cons include repayment, cash flow, collateral, and credit rating. An example of a real world liability case is a small business whose assets do not equal to its liability and equity due to high liabilities such as failure to pay its suppliers, then the company may experience negativities such as withdrawal of the suppliers and eventual shut up. Such company may have advantages such as accessibility to debt financing. However it may experience disadvantages of repayment since the enterprise will have to pay the suppliers even if it shuts down. Another example is a business that has long-term loans which may affect the cash flow because principal and interest payments must be made on the debt. 
In conclusion, high liability balances in a company may present both negative and positive aspects of a company. Some of the advantages include tax-deductibility of interest payment and accessibility to debt financing. Disadvantages may include effects on cash flow and credit rating. However, high liability balances has more negatives than the positives. 
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