
The Fiscal Cliff  
The Impact on Global Development Programs

In the wake of the debt ceiling crisis last summer, Congress and the President agreed to enter into negotiations to 
enact a ten-year deficit reduction package exceeding $1.2 trillion. If an agreement could not be reached, a mandatory, 
across-the-board reduction in spending (sequester) would occur. All discretionary and entitlement spending, with 
some exceptions, would be subject to sequestration. Half would be drawn from defense funding and the balance from 
non-defense and entitlement programs. Sequestration was intended to make the political price so high for both sides, 
an agreement would be assured.  

Unfortunately, no deal was reached and the U.S. now faces the “fiscal cliff” on January 2, 2013 due to sequestration, 
the expiration of the 2001/2003 tax cuts, and the expiration of other large and expensive programs. There is little 
doubt that going over the fiscal cliff would plunge the U.S. economy back into recession.1

Implementing Sequestration on January 2, 2013.  
At the request of Congress, the Office of Management and Budget (OMB) issued a report in mid-September outlining 
how it would implement the sequester. The program cuts are estimated to be:

• Non-defense discretionary (including the International Affairs Budget [IAB]): 8.2 percent

• Defense discretionary: 9.4 percent

• Medicare: 2 percent

• All other non-defense mandatory programs: 7.6 percent

Impact on Global Development Programs.  
For the IAB, OMB estimates that the cuts would total about $4.7 billion in FY2013. No exemptions for IAB are 
anticipated and there is no flexibility permitted to protect certain programs (e.g., PEPFAR, Feed the Future) by cutting 
other programs more deeply. Impacts include:

• Global Health programs would be cut by $670 million from FY2012 levels.

• USAID’s development programs would be cut by $207 million.

• MCC would be reduced by $74 million.

• Feed the Future agriculture and nutrition programs would be cut by $98 million.

•  Emergency food aid would be reduced by $120.2 million, and McGovern-Dole Food for Education  
by $15 million.

•  The 8.2 percent cut also would be applied to U.S. contributions to multilateral programs like the  
Global Fund and GAVI.

How Would These Cuts Impact the World’s Poorest?  

We cannot anticipate exactly how the cuts would be implemented at the program level. While agencies likely would 
do their best to cut back on staff and program oversight and management, cuts of this magnitude inevitably would 
impact programs on the ground, deepening over time.



According to estimates provided by amFAR2, the “on the ground” consequences of sequestration to bilateral global 
health funding could be significant:

•  HIV/AIDS treatment for 276,500 people would not be available, potentially leading to 63,000 more 
AIDS-related deaths and 124,000 more children becoming orphans.

•  112,500 fewer HIV-positive pregnant women would receive PMTCT services, potentially leading to  
more than 21,000 infants being infected with HIV.

•  2.2 million fewer insecticide-treated malaria nets would be procured, potentially leading to nearly  
6,000 deaths; 3.6 million fewer people would receive treatment.

•  60,000 fewer people with TB would receive treatment, potentially leading to 7,000 more deaths due to 
TB; 300 fewer people with multidrug resistant-TB would receive treatment.

•  1.3 million fewer pentavalent vaccines for children would be available through GAVI, leading to  
14,000 more deaths from diphtheria, tetanus, pertussis, Haemophilus influenza type B, and hepatitis B.

Similarly, amFAR estimates3 that the sequestration of contributions to the Global Fund could result in:

•  2.5 million fewer insecticide-treated nets would be available, potentially leading to 6,500 deaths  
from malaria.

• 88,000 fewer TB patients would receive treatment, potentially leading to 11,000 more TB deaths.

• An additional 100,000 people would not be treated for HIV/AIDS.

The impact of sequestration on Feed the Future would likely deter its progress significantly4:

• 1 million fewer families would have food security and income gains.

•  690,000 fewer children under age 5 would benefit from US nutrition programs and suffer decreased 
nutrition, many of them facing irreversible developmental damage as a result.

•  13,300 fewer community members would be trained in child health and nutrition, stopping them 
from cost-effectively spreading the knowledge and treatment needed to save young children from 
irreversible developmental damage.

•  259,000 fewer poor farmers would apply new farm and food related technology or management 
practices.

Long-term Impact of Sequestration.  
Sequestration would also be applied through FY2021 — leading to continuing deep cuts each year. Congress would 
have to cut discretionary spending 5-8% each year for 10 years. 

The cumulative impact of the sequestration will force Congress and the President to make tough decisions on 
spending. Those choices would likely put at risk the significant gains the world has made in fighting HIV/AIDS, 
tuberculosis and malaria, and increase the number of people living in extreme poverty. 

1  See for example: http://finance.yahoo.com/news/cbo-predicts-deeper-fiscal-cliff-141146274.html, http://money.cnn.com/2012/10/01/news/economy/fiscal-cliff-
economists/index.html, and http://www.forbes.com/sites/afontevecchia/2012/09/21/double-dip-recession-20-to-25-likely-if-fiscal-cliff-hits-sp-warns

2  amFar, The Effect of Budget Sequestration on Global Health: Projecting the Human Impact in Fiscal Year 2013, September 20, 2012
3 Ibid
4 ONE estimates based on the U.S. government data available at: http://feedthefuture.gov/sites/default/files/resource/files/ftf_scorecard_2012.pdf.


