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With the presidential and congressional election less than a week away and Congress’s return 
to Washington DC less than two weeks away, it is a good time to look at the roller coaster ride 
that is about to engulf us in the coming weeks. 

The not-so-coindidental timing of $607 billion in expiring tax policies—the Bush tax cuts—and 
across-the-board budget cuts are drawing almost as much attention in the nation’s capital as 
the upcoming elections. Unless lawmakers and the President reach a compromise to extend 
some or all of the tax cuts and postpone or offset the mandatory spending cuts, called 
sequestration, experts are predicting the hit to the economy would translate to about four 
percent loss of gross domestic product.   

The across-the-board cuts, which are due to take effect on January 2, 2013, are scheduled to 
cut a total of about $110 billion from federal programs, including 9.4 percent from defense and 
8.2 percent from nondefense agencies. 

Congress will return to work November 13, for a lame-duck session that is expected to last only 
a few weeks. Ordinarily, that would be a good time to make some tough choices about taxes 
and spending. But that is unlikely to happen if one party or the other wins a solid majority in 
each chamber and has control of the White House. Such a sweep would leave the victorious 



party better-positioned to win a deficit reduction and tax plan of its own design in the new 
Congress.  

However, the chances of reaching a compromise are better if this is a status quo election. That 
is, if Republicans retain control of the House and Democrats control the White House and the 
Senate.  Such a scenario would increase the likelihood of the Washington policymakers wanting 
to just get this issue behind them going into a new term. 

In the meantime, a bipartisan group of senators who comprise the so-called Gang of Eight have 
been meeting in an effort to find a workable combination of revenues and cuts that can obtain 
sufficient votes in both houses and the support of the President. 

Spearheaded by Senator Mark Warner (D-VA), the group has been working quietly behind the 
scenes for months to develop a plan to deal with the impending expiration of current tax laws, 
first enacted during the Bush administration and extended by President Obama in 2010, and 
avoid the sequestration that was laid out in last summer’s debt limit deal. 

This group originally started as the Gang of Six, with Warner working with Republicans Saxby 
Chambliss of Georgia, Tom Coburn of Oklahoma and Michael D. Crapo of Idaho and Democrats 
Kent Conrad of North Dakota and Richard Durbin of Illinois. The group has been expanded 
recently to include Michael Bennet (D-CO) and Mike Johanns (R-NE). 

While no one expects the group to come up with every detail of the final solution, the Gang of 
Eight may make some contribution toward the efforts that Congress eventually takes to address 
a major budget overhaul, or “grand bargain.” Finding consensus within this disparate group 
may help guide congressional leaders in crafting legislation with the potential to move through 
the Senate which is particularly problematic as its filibuster rules essentially require sixty votes 
to pass anything. 

Senators Coburn and Durbin surprised many budget experts and political analysts in 2010 when 
they each voted to back the proposal put forth by the Simpson-Bowles deficit reduction 
commission.  Senator Durbin, a liberal Democrat, took flack for allowing consideration of 
changes to entitlement programs and Senator Coburn, a conservative Republican, was similarly 
attacked by some in his part for agreeing to potential increases in some tax revenues.  Such is 
the way of Washington in 2012! 

House Republican leaders, however, have publicly indicated that they are not engaged in talks 
with Democrats and do not plan to begin them until after the elections. Instead, the House has 
passed a bill to extend for one year all of the expiring tax cuts, including for the highest income 
earners.  

In the meantime, House and Senate staff has been meeting behind closed doors in an effort to 
negotiate some agreements on the 12 appropriations bills still pending in Congress. 
Appropriations committee leaders are hopeful that the lame-duck session will afford Congress 



an opportunity to pass at least some of the bills before year’s end. (Federal programs are 
currently operating under a continuing resolution that is due to expire near the end of March.)  
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