
H
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g
 tit. 

 

A
ssessing the E

conom
ic T

oll of W
atergate 

O
f th

e 1
3

 m
o

st cru
cial W

aterg
ate 

tran
scrip

ts released
 b

y
 th

e P
resid

en
t, 

12 covered conversations betw
een F

eb. 
28 and A

pril 27, 1973. 
W

h
a
t w

a
s h

a
p
p
e
n
in

g
 to

 th
e
 U

.S
. 

econom
y during the tw

o-m
onth period 

in
 w

h
ich

 P
resid

en
t N

ix
o

n
 learn

ed
 o

f 
th

e co
v
er-u

p
 fro

m
 D

ean
, H

ald
em

an
, 

an
d
 E

h
rlich

m
an

—
an

d
 p

ro
g
ressiv

ely
 

got m
ore involved in it him

self? 
T

h
e
 e

c
o

n
o

m
y

 w
a
s fa

llin
g

 o
n

 its 
(ex

p
letiv

e d
eleted

), w
ith

 n
o
 firm

 h
an

d
 

on the controls. S
om

e w
eeks earlier, in 

th
e flu

sh
 o

f h
is electio

n
 v

icto
ry

—
an

d
 

b
efo

re W
aterg

ate th
reaten

ed
 to

 en
g

u
lf 

h
im

—
P

resid
en

t N
ix

o
n
 ab

an
d
o
n
ed

 th
e 

la
rg

e
ly

 su
c
c
e
ssfu

l P
h
a
se

 II o
f th

e
 

w
a
g
e
-p

ric
e
 p

ro
g
ra

m
 fo

r a
 w

e
a
k
e
r 

P
h

ase III. S
h

o
rtly

 th
erafter, th

e d
o

llar 
h

ad
 to

 b
e d

ev
alu

ed
 a seco

n
d

 tim
e, an

d
 

th
e sto

ck
 m

ark
et b

eg
an

 a lo
n
g
 d

o
w

n
-

w
ard slide. 
T

h
e ru

m
o

rs th
at P

resid
en

t N
ix

o
n

 
w

as in
 tro

u
b

le 'h
elp

ed
 to

 p
recip

itate a 
w

o
rld

w
id

e m
o
n
etary

 crisis. R
ep

o
rters 

o
n

 th
e eco

n
o

m
ic b

eat in
 W

ash
in

g
to

n
 

began to sense that key econom
ic aides 

w
ere h

av
in

g
 an

 in
creasin

g
ly

 d
ifficu

lt 
tim

e g
ettin

g
 th

e P
resid

en
t's ear—

b
u
t 

no o
n
e k

n
ew

 th
en

 h
o
w

 m
u
ch

 tim
e M

r. 
N

ix
o
n
 w

as sp
en

d
in

g
 w

ith
 h

is h
en

ch
-

m
en

 try
in

g
 to

 w
o
rk

 o
u
t altern

ativ
e 

"scenarios" to escape W
atergate guilt. 

In m
id-M

arch, 1973—
around the tim

e 
th

a
t th

e
 P

re
sid

e
n

t a
n

d
 D

e
a
n

 b
e
g

a
n

 
th

eir d
iscu

ssio
n
 o

f h
u
sh

 m
o
n
ey

 fo
r E

. 
H

o
w

ard
 H

u
n

tth
o

se co
n

cern
ed

 w
ith

 
th

e eco
n

o
m

y
 in

 W
ash

in
g

to
n

 w
ere try

-
in

g
 to

 fin
d

 a w
ay

 to
 salv

ag
e th

e w
ag

e-
p
rice p

ro
g
ram

. P
h
ase III w

as b
o
m

b
in

g
  

out. S
om

e of N
ixon's advisers w

anted a 
q

u
ick

 re-freeze o
f w

ag
es an

d
 p

rices to
 

rectify
 th

e d
am

ag
e.. B

u
t p

re-o
ccu

p
ied

 
w

ith
 W

aterg
ate, th

at freeze w
as d

e-
lay

ed
 u

n
til Ju

n
e—

w
h

en
 th

e P
resid

en
t 

d
esp

erately
 n

eed
ed

 a h
ead

lin
e to

 tak
e 

th
e stin

g
 o

u
t o

f W
ateg

ate. A
n

d
 n

eed
-

less to say, that action w
as a (expletive 

d
e
le

te
d
) d

isa
ste

r th
a
t m

a
d
e
 th

in
g
s 

w
orse. 
(W

e k
n

o
w

 n
o

w
, as a m

atter o
f fact, 

th
at T

reasu
ry

 S
ecretary

 G
eo

rg
e S

h
u

ltz 
resig

n
ed

 w
h
en

 th
e seco

n
d
 freeze w

en
t 

in
to

 effect o
v
er h

is o
b
jectio

n
s. th

en
 re-

c
o
n
sid

e
re

d
 to

 h
e
lp

 w
in

d
 d

o
w

n
 

controls.) 
In

 a co
lu

m
n
 o

n
 M

arch
 2

5
, 1

9
7
3
, I 

w
ro

te th
at "th

e g
lo

o
m

 th
at en

v
elo

p
s 

the stock m
arket is based on a fear that 

th
e N

ix
o

n
 ad

m
in

istratio
n

 w
ill fail to

 
take dram

atic. action to break the price 
sp

iral ... T
reasu

ry
 S

ecretary
 G

eo
rg

e 
S

hultz is very m
uch aw

are of the prob-
lem

. H
e to

ld
 rep

o
rters th

e o
th

er d
ay

 
th

at 'if an
y

b
o

d
y

 h
as an

y
 b

rig
h

t id
eas,' 

th
e ad

m
in

istratio
n

 w
o

u
ld

 b
e h

ap
p

y
 to

 
consider them

." 
B

u
t w

h
at b

eco
m

es ap
p
aren

t is th
at 

th
e p

ro
b
lem

 w
as n

o
t lack

 o
f id

eas, b
u
t 

access to
 N

ix
o
n
. T

h
e tran

scrip
ts o

f 
M

arch
 2

2
 an

d
 M

arch
 2

7
 sh

o
w

 a P
resi-

d
en

t n
o
t co

n
cern

ed
 w

ith
 in

flatio
n
, th

e 
d

o
llar, o

r an
y

th
in

g
 else o

f im
p

o
rtan

ce 
to

 th
e n

atio
n

, b
u

t h
o

w
 to

 g
et D

ean
 to

 
w

rite a report that w
ould exculpate the 

P
resident, and how

 to get S
ecretary of 

S
tate W

illiam
 R

ogers to "front" for a 
D

ean proposal of a special P
residential 

C
om

m
ission to investigate W

atergate, 

It w
as d

u
rin

g
 th

is M
arch

-A
p

ril p
e-

rio
d

, as w
ell, th

at th
e en

erg
y

 crisis b
e-

g
an

 to
 cast a lo

n
g

 sh
ad

o
w

. O
n

 A
p

ril, 
1973, th

e P
resid

en
t sen

t a m
essag

e to
 

C
o
n
g
re

ss d
isc

u
ssin

g
 th

e
 e

n
e
rg

y
 

"ch
allen

g
e", a m

essag
e th

at failed
 to

 
reco

g
n

ize th
e in

tern
atio

n
al im

p
lica-

tio
n
s o

f th
e p

ro
b
lem

, an
d
 actu

ally
 b

y
-

p
assed

 an
y

 serio
u

s effo
rt to

 en
fo

rce 
energy conservation. 

In
 retro

sp
ect, n

o
t m

u
ch

 m
o
re co

u
ld

 
have been expected: John E

hrlichm
an, 

h
is to

p
 d

o
m

e
stic

 h
o
n
c
h
o
, w

a
s n

o
t 

sp
en

d
in

g
 h

is tim
e w

o
rry

in
g

 ab
o

u
t en

-
e
rg

y
, h

a
v
in

g
 ta

k
e
n
 o

v
e
r th

e
 m

a
in

 
co

v
er-u

p
 o

p
eratio

n
 fro

m
 Jo

h
n
 D

ean
. 

O
n

 A
p

ril 1
4

, E
h

rlich
m

an
 is co

n
cern

ed
 

w
ith persuading R

ogers to go to M
itch-

e
ll a

n
d
 sa

y
: ". . . th

e
 jig

 is u
p
. A

n
d
 

th
e P

resid
en

t stro
n

g
ly

 feels th
at th

e 
o
n
ly

 w
ay

 th
is th

in
g
 can

 en
d
 u

p
 b

ein
g
 

ev
en

 a little n
et p

lu
s fo

r th
e ad

m
in

is-
tratio

n
 an

d
 th

e p
resid

en
cy

 an
d
 p

re-
serv

e so
m

e 'th
read

 is fo
r y

o
u
 to

 g
o
 in

 
an

d
 v

o
lu

n
tarily

 m
ak

e a statem
en

t." 
O

fficials lik
e S

h
u

ltz b
eg

an
 to

 assu
re 

v
ario

u
s au

d
ien

ces "th
at w

e are b
y
 n

o
 

m
ean

s im
m

o
b

ilized
 in

 th
e area o

f eco
-

n
o

m
ic

 p
o

lic
y

."
 B

u
t th

e
se

 w
e
re

 
em

p
ty

 w
o

rd
s: th

e d
o

llar w
as g

ettin
g

 
th

e (ex
p
letiv

e d
eleted

) k
ick

ed
 o

u
t o

f it 
in

 w
o

rld
 m

ark
ets, g

o
in

g
 th

ro
u

g
h

 w
h

at 
th

e
 la

te
 F

re
n
c
h
 P

re
sid

e
n
t G

e
o
rg

e
s 

P
o
m

p
id

o
u
 lab

eled
 th

e "th
ird

 d
ev

alu
a-

tio
n
," an

d
 th

e eco
n
o
m

y
 at h

o
m

e began 
to show

 signs of w
eakness. 

T
h

e en
erg

y
. crisis d

eep
en

ed
—

b
u

t n
o

 
o
n
e w

as p
u
t in

 ch
arg

e o
f an

 effectiv
e  

p
ro

g
ram

 u
n

til th
e A

rab
s su

rp
rised

 ev
-

ery
o
n
e w

ith
 th

e tw
in

 tactics o
f em

-
b
a
rg

o
 a

n
d
 p

ric
e
 in

c
re

a
se

s. F
o
rm

e
r 

C
o

m
m

erce S
ecretary

 P
eter G

. P
eter-

so
n

 tried
 to

 sell th
e u

rg
en

cy
 o

f th
e o

il 
crisis around m

id-year, but he couldn't 
get anyone in W

ashington to listen, 
T

h
ere w

as th
e sen

se, b
y
 early

 M
ay

, 
1973, that the W

atergate scandal w
as a 

m
ajo

r elem
en

t in
 th

e eco
n
o
m

ic m
a-

laise at h
o

m
e an

d
 ab

ro
ad

, alth
o

u
g

h
 it 

w
as d

ifficu
lt to

 p
ro

v
e th

en
, an

d
 ap

o
lo

-
g
ists su

ch
 as W

illiam
 S

afire w
o
u
ld

 
w

rite th
at N

ix
o
n
 "can

 co
n
fid

en
tly

 tak
e 

th
e attitu

d
e th

at 'th
is to

o
 sh

all p
ass.'" 

W
aterg

ate g
en

erated
 a sh

ak
en

 faith
 

in
 in

stitu
tio

n
s th

at still p
rev

ails. Ju
st a 

y
ear ag

o
, F

ed
eral R

eserv
e C

h
airm

an
 

A
rthur B

urns, at a G
eorge W

ashington 
U

niversity com
m

encem
ent address, at-

trib
u

ted
 th

e "d
isq

u
iet th

at so
 m

an
y

 
A

m
erican

s are ex
p

erien
cin

g
" to

 th
e 

feelin
g

 "th
at th

eir g
o

v
ern

m
en

t lack
s 

eith
er th

e k
n

o
w

led
g

e o
r th

e co
m

p
e-

ten
ce to

 m
ak

e g
o

o
d

 o
n

 th
e p

ro
m

ises 
th

at it h
o
ld

s o
u
t to

 th
e p

eo
p
le." 

T
h
e tran

scrip
ts sh

o
w

—
u
n
h
ap

p
ily

-
h

o
w

 rig
h

t B
u

rn
s w

as. T
h

e N
ix

o
n

 ad
-

m
in

istratio
n
—

w
h
at's left o

f it—
is d

es-
p

erately
 try

in
g

 to
 sav

e itself, an
d

 the 
eco

n
o

m
y

 is still in
 tro

u
b

le. T
h

e d
o

llar 
o

n
ce ag

ain
 is tu

m
b

lin
g

 o
n

 w
o

rld
 m

ar-
k
ets, an

d
 a case o

f jitters ab
o
u
t v

ari-. 
o

u
s fin

an
cial in

stitu
tio

n
s d

em
o

n
strates 

th
at th

e p
u
b
lic h

as an
 acu

te sen
se o

f 
"n

o
 co

n
fid

en
ce" in

 th
e g

o
v
ern

m
en

t. 
T

he "disquiet" of w
hich B

urns spoke a 
y

ear ag
o

 is lik
ely

 to
 co

n
tin

u
e u

n
til 

N
ixon is out of office. 


