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CDR is a necessity especially in this era where economic changes in the form of upturn and downturn are a way of life and a part 
of business cycles for individual companies. Taking into consideration the need,  the Reserve Bank of India, for that purpose,  
put in place the scheme of CDR in August 2001 based on the mechanism prevalent in other countries . 

Debt restructuring is a process that allows any sovereign entity , facing cash flow problems and financial distress, to reduce 
and renegotiate its delinquent debts in order to improve or restore liquidity and revive the entity to normal conditions. 
Restructuring of loans and advances includes terms such as rescheduling / renegotiation / rehabilitation / restructuring used 
interchangeably by the Reserve Bank of India (RBI) and banks.

Must  add methods and materials in your article.

Must add result in your article.

Corporate debt restructuring is a complicated procedure which can be difficult to implement, especially considering the 
repercussions of the global financial crisis that has presented some unprecedented debt pressures in corporate, household 
and financial sectors.  Such process of restructuring of debt as is being implemented in clearly in favor of the debtor at the 
expense of the creditor. The obvious intent is to help the company recover. But often that intent is not realized and the only 
benefit is that in return for the losses the creditor institution suffers, it is in a position to treat the asset, after providing for any 
write-down, as a standard asset.Moral hazard issues are also likely to emerge from such informal out of court systems. 
Internationally, corporate debt restructurings can also be viewed as a mid-way between an excessive   creditor- oriented 
approach and an excessive debtor- oriented approach. An excessive debtor oriented approach gives rise to the aspect of moral 
hazard as it may encourage the debtor to take excessive risks in the knowledge that the burden of any losses will fall 
disproportionally on creditors.
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