
 
 
November 2012 
 
Congress Faces Challenging Agenda for Lame-Duck 
 
The returning lame-duck Congress faces a substantial task before the end of the year in addressing the 
expiring Bush-era tax cuts, as well as an impending sequestration set to cut many federal programs by 
more than 8 percent.  Averting these items has proven difficult due to a lack of bipartisan agreement, 
however party leadership has expressed a desire to work together to avoid the fiscal cliff that would 
result from Congressional inaction. 
 
Barring Congressional action, most federal programs are slated to bear significant across-the-board 
reductions on January 2nd under a process known as sequestration.  The sequester is part of the 
bipartisan August 2011 Budget Control Act (BCA), which raised the nation’s debt limit in exchange 
for a series of spending cuts.  The sequester cuts approximately $55 billion from defense discretionary 
spending and $55 billion from nondefense discretionary spending.  This results in across-the-board 
cuts for nondefense discretionary programs (including education and labor) of 8.2 percent, and for 
defense discretionary programs of 9.4 percent.  While the Pell Grant program is exempt from 
sequestration, many other federal programs impacting higher education would experience cuts. 
 
The extension of the American Opportunity Tax Credit (AOTC) is something Congress will also need 
to address before it expires of on December 31st.  The President has voiced his support for an 
extension; however, it is unclear whether Congress will opt to continue this program as it will cost an 
estimated $137.4 billion over the next ten years.  If Congress does not extend AOTC it will revert back 
to the permanent Hope Scholarship tax credit which is smaller, does not allow for as many eligible 
expenses, and is not fully refundable.  
 
On Wednesday following the elections, Speaker Boehner indicated that the Republicans may be 
willing to compromise on tax revenue, stating that they may be open to accepting new revenue under 
the right conditions.  The Speaker went on to state that this revenue must also coincide with sending 
cuts and entitlement reforms.   The nature of what new revenue may represent is unclear, but it is a 
shift in position on the issue for the Speaker.  That statement will likely serve as a marker for which 
negotiations on averting the fiscal cliff may begin.   
 
With little time left before the end of the year, any bargain that is struck will likely lack substantive 
changes to tax code, entitlements or federal programs.  Both sides have ceded that there is simply not 
enough time to vet major changes to policy, and gain bipartisan support.  This increases the likelihood 
that Congress will choose to stave off the impending fiscal cliff, by punting these decisions into the 
New Year.  If this does occur, Congress’s to-do list will only continue to grow, as they will have to 
once again address the debt ceiling in early 2013 as well as the expiration of the fiscal year 2013 
continuing resolution in March.   
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