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New Deal or Raw Deal? How
FDR’s Economic Legacy
Has Damaged America

The Making of the Myth: FDR and the New Deal

On Mav 9, 1939, Henry Morgenthau, Jr., the secretary of the treasury and one
of the most powerful men in America, had a startling confession to make. He
made this remarkable admission betore the influential Democrats who ran the
House Wavy and Means Comumittee. As he bared his soul before his fellow
Democrats, Morgenthau mayv have pondered the irony of his situation.

Here he was—a major cabinet head, a man of great authority. The source
of his power, of course, was his intimate friendship with President Franklin
Delano Roosevelt. Morgenthau was the president’s longtime neighbor, close
confidant, and—would be for over a decade—his loyal secretary of the treas-
ury. Few men knew the president better, talked with him more, or defended
him more faithtully, Eleanor Roosevelt once said Morgenthau was one of only
two men who could tell her husband “categorically” that he was wrong and
get awayv with it. Roosevelt and Morgenthau liked to banter back and forth at
cabinet meetings, pass each other secret notes, meet regularly for lunch, and
talk frequently on the phone. Morgenthau cherished a photo of himself and
the president in a car, side by side, friends forever, with Roosevelt’s inscription:
“To Henry,” it read, “from one of two of a kKind.”

But in May 1939, Morgenthau had a problem. The Great Depression—the
most devastating economic catastrophe in American history—was not only
persisting, in some ways it was getting worse. Unemployment, for example, the
previous month had again passed the 20 percent mark. Here was Morgenthau,
the secretary of the treasury, an expert on finance, a fount of statistics on the
American economy during the 1930s; his best friend was the president of the
United States and the author of the New Deal; key public policy decisions
had to go through Morgenthau to get a hearing. And yet, with all this power,
Morgenthau felt helpless. After almost two full terms of Roosevelt and the New
Deal, here are Morgenthau's startling words—his confession—spoken candidly
before his fellow Democrats on the House Ways and Means Committee:
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