











ONLOOKERS admire the first Pan car in St. Cloud,
dricen by Pandolfo who chauffeured his wife Anna, com-
pany directors Fred Schilplin and Peter Thielman (left
and center), and designer Victor Gaurreau.

but for the tragedy it represented for the accused, the
trial presented a fascinating spectacle: a colorful, out-
spoken, and cantankerous judge in Landis: high-
powered attorneys on both sides tossing out legal argu-
ments like firecrackers: side accusations that flew back
and forth: legal disputes over some of the questionable

32 Journal-Press, October 27, 30. 1919, both on p. 1. Chica-
go Daily News, October 30, 1919, clipping in author’s posses-
sion: Banker, Merchant and Manufacturer. quoted in Pan Sift-
ings, February, 1918, vol. 1. no. 4, p. 14,

B Here and below, see Journal-Press, November 4. 1919,
p- 1.3

rulings made by Landis — outrageous. according to the
defense. but deserved. according to the prosecution.

Early in the trial Landis set the tone when he
directed the district attorney to prepare a case for the
grand jury against one of the witnesses, Paul \W. Hyde,
publisher of a journal that had carvied an article favor-
able to the Pan Motor Company. Hvde got into trouble
with the judge when he admitted that the article might
not have been published had Pandolfo not agreed in
advance to purchase additional copies. Earlier when
Carl W. Cummins, Pandolfo’s St. Paul attorney, and
Benjamin Epstein of the prosecution staff clashed over
the introduction of evidence, Landis snapped at them,
“No more of that cheap stuff! If vou want to go on with
the argument 1 have a side room and a set of boxing
gloves at your disposal. "3

Pandolfo's own graphic language in letters to Reed &
Glaser complaining about the first Pan cars — those
exhibited at the Fourth of July barbecue — amused even
Pandolfo as the prosecution read them in court. Troubles
began. Pandolfo had written, on the wayv to St. Cloud
from Indianapolis when the front axle broke.® “Fortu-
nately we weren't going over twenty miles an hour. and
were on a bard road, or I would not be dictating this
[letter] now. . We were twenty-four hours trying to
start the engine. Everyvone was exhausted. Finally it de-
veloped the wiring was wrong. never use cast steel

JUDGE Kenesaw Mountain Landis as he appeared in
1919; a 1912 view of the Federal Building in Chicago.
where Landis heard the case against Pandolfo.
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OPPOSING ATTORNEYS Benjamin Epstein (left) of
the prosecution and Carl W Cummins (right), who
appeared for the defense

for connecting rods or crank shaft, or you may vninten-
tionally cause the death of some poor boob.

“Noise in the gears next day developed the interest-
ing fact that the transmission was dry as a bone.
The braking construction is bad — if it doesn’t burn it
doesn’t hold. Give us a steenng wheel that will
steer. It would take a man with a strong arm. a strong
back and a weak mind to turn this car in a forty acre tract
of land. at least. I still get cotd shivers when I think of
that axle breaking on the railroad track and a sixty-mile
train upon [it].”

DURING the second week of the trial, in what was
either a masterful stroke of timing or a fortuitous coinci-
dence. Leroy C. Brown, superintendent of manufactur-
ing for Pan, announced in St. Cloud that full-scale pro-
duction of the firm’s Mode! A would start in a {few davs
and amount to one car a day during the first month, 70
the next month, and gradually increase to quantity
production.>

[t was an optimistic prediction based on a favorable
verdict for the company at the end of the trial. The
prosecution was aiming for a different verdict, however,
and throughout the trial emphasized the promises Pan-
dolfo had made in letters and brochures to both present
and potential stockholders. To counter this testimony
the defense evidently attempted to show that failure to
keep the promises was a result both of Pandolfo’s inex-
perience in manufacturing a car, especially a new de-
sign. and of the interruptions caused by the United
States involvement in the war. It was not, thev insisted,
an indication of an attempt to defraud.

One of the most detrimental rulings by Landis came
when the defense attorneys tried to show to the jury
motion pictures of the Pan plant in action. Landis Rrst
ruled that the movies could be shown. but when he
heard that the Pan advertising manager had accompa-
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nied the photographer, he reversed himself and refused
to allow the movies to be shown. “It is a matter of com-
mon knowledge not only to me as a judge but to laymen
as well, that an advertising man does not reproduce a
thing as it is. If he did, he would lose his job. "3

Near the end of the trial the defense attempted again
to introduce the motion pictures, even to preview them
for Landis alone, but he said he would not watch them.
"I have had as much experience with moving pictures as
anyone in the past fifteen years. and I am not to be
denuded of the opinion I have formed regarding them.”
Defense attornev George H. Peaks then offered to trans-
port judge. jury, lawyers, and defendants to St. Cloud to
see the plant in operation; Landis commended him for
the effort but refused to accept the offer. Peaks finally
got permission to pass photographs of the plant to the
jurors. It was the only opportunity they had to see evi-
dence of the physical plant.

Landis’ remarks, often made in the presence of the
jury, were later part of the basis for Pandolfo’s appeal of
the verdict. But when Pandolfo complained that his mail
had been tampered with since his arrival in Chicago, the
jury was dismissed during the discussion in which Ep-
stein explained that the envelope had been marked by
the post office "Opened by Mistake. "

Pandolfo’s testimony began late one day near the end
of November. He took the stand and gave the details of
his early life easily and confidentlv. He had worked into
the insurance business gradually. he testified. while still
teaching school. He claimed his troubles in that business
began when John S. Patterson was made state commis-
sioner of banking and insurance in Texas, replacing
W. W. Collier, who was Pandolfo’s friend. About 20
insurance companies of Texas had “put a stone-wall
around the state,” and Patterson was given the job of
commissioner on condition he get rid of Pandolfo, who
was taking too much business out of state. In 1910, Pan-
dolo aintained, he had first thought of the auto busi-
ness and had had a special car made, but he went no
further with it at the time. Details of the Pan Motor
Company “formed in his mind . as he rode thru [sic)
New Mexico in 1916.737

When he came to St. Cloud. Pandolfo said, he laid al)

H Journal-Press, November 5, 1919, p. 1.

*Here and below, see Journal-Press. November 13, De-
cember 4, 1919, both on p. 1: Chicage Daily News, November
13. 1919, clipping in author’s possession. Benjamin F. Forsvth,
coauthor of Pictorial Proof. was the Pan advertising manager.

3 Chicago Daily News. December 3, 1919, clipping in av-
thor’s possession.

3 Here and lour paragraphs below. see Journal-Press, De-
cember 2. p. 1, December 4, p. 2. 3. 1919. The War Industries
Board had checked into the firm’s status, see Vigilance Bureau
to E. E. Parsonage, October 20. 1918 (telegram), in Better
Business Bureau of Minneapolis Papers, 1912-1925, MHS.



his cards on the table. “I told them to investigate me so
that they could feel they could trust me before we went
ahead. I told them all the bad things my worst enemies
could say about me. I told them that from pasl
experience I knew beforehand that they would probably
go thru [sic] the valley of the shadow of death with ne.
and that T didn’t want any weak-kneed one to support
me. 1t has come, and that is why they have stood by
me.”

He told the St. Cloud men he thought his compensa-
tion might reach a million dollars. and George Hanscom,
who became a director of Pan Motor. had thought that
was not too much if Pandolfo accomplished what he said
he would. Asked to explain why he stated in his litera-
ture that he expected to be marketing Pan cars in Febru-
ary, 1917, only a month after incorporation, Pandolfo
produced letters from various companies that had led
him to conclude that he could be delivering assembled
cars by that time.

He was questioned about another statement that had
appeared in his literature: “Its (the company’s] tangible
assets will be greater than the capital investment when
the stock is all sold.” His assertion was based, he said., on
the expectation of receiving a bonus in the offer of a
factory site. He did not get the offer. but the 47-acre site
in St. Cloud for which he had paid $11,400 was now worth

¥ Here and below, see Journal-Press, December 6, &,
1919, both on p. 1. The drop-forge plant produced such items
as connecting rods, steering anmns, acceterator pedals, and axle
shafts for a number of companies, including Chevrolet and
Emerson-Brantingham; Levy Report, January 24, 1919, p. 6.
and Report of Stockholders’ Comnittee from Colorado. 5.
copies in MHS.

nearly $80,000. The intangible of good will he explained
by claiming that the company at that time had orders for
$113.000.000 worth of cars. trucks, and tractors.

Pandolfo blamed Reed & Glaser for part of his prob-
lems in producing a car. “To put it mildly.” he said, “we
were robbed.” The cumpany had to stop development
work on the Model A to redesign (he Model 230 (the
interim Pan) into something that would not reflect badly
on future cars. The 250 car was redesigned in six weeks,
but difficulties with Reed & Claser. who had contracted
the parts for them. hindered their obtaining the parts
directly. They had intended starting production in
November or December, 1817. but no cars were pro-
duced because of delay in getting the bodies, sheet-
metal parts, and motors. Finally, when the parts were on
hand for 25 cars. they were completed, but by that time
war conditions made it impossible to get into quantity
production.

The company then turned its attention to the tank-
tread tractor, based on a British armyv development dur-
ing the war. Pandolfo said he thought a farm tractor
would be safe to start work on. especially if the war
should last from five to ten years. Asked why he did not
go into production with the tractor, he said he had
ordered 1,000 motors from the Buda Company of Har-
vey, [llinois, but they were never delivered. (The War
Industries Board put tractor manufacturers in a B-4
priority class that allowed them to get material based on
the amount they had used the previous year.) The com-
pany finally turned to its drop-forge plant as a means of
making money and was successful in obtaining some gov-
ernment contracts for war work.?

When he was asked it anything else had delayed pro-

THE TANK-TREAD, advertised by Pan Motor Company as “the tractor that will win the war”
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duction, Pandolfo candidly replied, “Yes, these indict-
ments. and the vnfavorable publicity we have received.
Thousands of stockholders have delayed making pay-
ments until this is settled, and our credit is practically
gone.” He estimated the company's phvsical assets at
over $3.000.000. with $2.200,000 in unpaid stock sub-
scriptions and debts of $250,000.

At the conclusion of Pandolfo’s testimony. the case
went to the jury at 10:20 e . on Friday, December 5.
The defense had caught everyone off guard by waiving
final arguments. and Judge Landis had taken an hour
and a half to read his instructions to the jury. He
directed them to drop several counts of the indictinent
against most of the defendants and two against Pandolfo
were directed to be dropped.

All Saturdav. the defendants, their families and
friends, and reporters awaited the verdict, walking the
halls, or leaning over the railing to watch figures on the
floor of the rotunda six stories below. At 5:30 the jury
retumed its verdict: Pandolfo was found guilty on four
counts; all other defendants were completely exoner-
ated.

An editorial in the St. Cloud Daily Journal-Press on
December 8 seemed to express the mood of St. Cloud.
While admitting that Pandolfo may have committed an
“alleged unlawful act” in selling stock before the com-
pany was organized. it maintained that “but for govern-
ment interference [the company] would probably have
been making cars in Jarge numbers at least since July
last.” Editor Atvah Eastman, who had been a witness for
the defense at the trial, complained that the need to
“drag men from their own state, where there are courts
and honest jurymen, and subject them to weeks of ex-
pensive litigation, when any man with an honest sense of
fair play would have known they were not guilty, is cer-
tainly a most drastic act.” He complained also of the
government's expense in the trial, stating that over 400
witnesses were said to have been subpoenaed and ex-
amined and only 74 placed on the stand. "One witness
[A. R. Smith] was even brought from France, whose
testimony was not of the slightest value.”?®

BUT the verdict stood. Pandolfo resigned as president
and chairman of the board of the Pan Motor Company on
December 11, 1919. And Judge Landis had not vet
finished with Pandolfo — nor with his company. On
December 16 he pronounced sentence: Pandolfo was to
serve ten years in prison and to pay a fine of $4.000.
Landis also wanted it made clear that the court’s action
was not intended to influence present or future holders
of Pan Motor stock. “A United States citizen, the judge
was quoted as saying, “has the right to throw his money
away if he feels like it.” He implied that Chicago Jawyers
Heidman and Street, while found not guilty by the jury.
had “played for the table stakes™ and got lucky. That, he
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apparently thought, would clear up any doubts about his
attitude. It did.**

The doubled-barreled blast — Landis” widely quoted
remarks and Pandolfo’s resignation — brought the Pan
Motor Company to a standstill, although Pardolfo him-
self devoted the next two years to carrving his appeal to
the United States Supreme Court. The remaining Model
250 cars, which had been priced at $1,250, were now
offered for sale at the reduced price of $850. But it was
the sale of the stock that was most affected; Pandoifo’s
promotional energies were sorely missed. He attended a
special meeting of stockholders called by Charles F.
Ladner, temporary chairman of the board, at the end of
March, 1920. As the heaviest individual stockholder,
Pandolfo protested vociferously the directors’ intention
to raise needed capital by issuing $2,000,000 in pre-
ferred stock paying a dividend of 8 per cent. The Minne-
sota State Securities Commission had reinstated the
company's license, revoked in the fall of 1919, and would
allow it to sell 30,000 shares of preferred stock only. The
company's tangible net assets satisfied the commission
that the dividend on the preferred stock would probably
be paid. The company was now building two cars a dav
and had orders for $350,000 of drop forgings.*!

News coverage of the company and Pandolfo up to
this time. especially during the trial. had been heavy:
two or three stories a week, three and four stories each
issue during the trial. Now, while Pandolfo himself still
appeared in the news with regularity. either with prog-
ress reports on his appeal or with the details of a new
venture he had begun. the Pan Motor Company sur-
faced rarely in the local press. In Julv, 1920. the com-
pany reported that Schwab. the former treasurer, had
become president replacing Ladner, who had resigned
because of il health but retained chairmanship of the
board.

* Here and below, see Journal-Press, December 8, 1919
p. 8, March 12, 1923, p. 1: Pandolfo ¢. United States, Case
2787, Index, iv, in RG 276, FARC.

® Here and below. see Journal-Press, December 16, 1919,
p- L Januvary 6, p. 7. March 31, p. 1. April 1. p. 3. April 6, p. 3,
1920: St. Paul Pioneer Press, December 16, 1919, p. 1. Landis
was appointed the first commissioner of baseball in November.,
1920; a commission of several members had been proposed,
but Landis stated that he preferred to be the sole vne. He
refused to relinquish his federal judgeship even after being
censured by the House Judiciary Committee. where the lone
dissenting vote against censure was cast by Minnesota Repre-
sentative Andrew J.Volstead. Landis finally resigned from the
benel in 1922 Journal-Press. November 13, p. 1. November
15, p. 8, 1920, March 2, 1921, p. S, February 18, 1922, p. 1.

' Here and two paragraphs below. see Minute Book No. 2,
March 3, 1920, p. 27, in Mimmesota Securities Commission
Records: Journal-Press, Janvary 6, p. 7, March 31, p. 1, April
L p. 3, April 6. p. 5. July 30, p. 5. August 2, p. 1. August 10, p.
5. 1920.



SUCGESSORS to Pandolfo as head of Pan Motors were
Charles D. Schwab (left) and Charles ¥ Ladner.

Oune of Schwaby's first acts was to shut down the plant
for two weeks in an effort to conserve cash. A week later
the St. Cloud Commercial Clab held a special meeting
to determine if $100,000 could not be raised in the sale
of the preferred stock. Things were getting desperate.

Pan Motor was not the only automobile company
now facing hard times. Through the first quarter of 1920,
the car industry broke all previous production records.
On one day, March 27, the Ford Motor Company, for
example, had assembled 4,256 Model T's. But boom
turned to bust with shocking rapidity. Some companies
went into receivership while their output and sales
were the highest they had ever been. [t was little con-
solation to Pan Motor to know that it was not alone, but
at the annual meeting of the company in August. Presi-
dent Schwab took some battered pride in the fact that
2).086 shares of preferred stock had been sold. Pandolfo
again attended, but this time, choosing to see his stock
diluted by the sale of preferred rather than watch it
disappear in the company's failure, he urged support of
the preferred stock sales.

Car sales seemed to be as slow for the Pan as for its
stock. In the spring of 1921, the company was still offer-

2E. D. Kennedy, The Automobile Indnstry: The Coming
of Age of Capitalism’s Favorite Child, 117-119 (New York,
1941); Journal-Press, August 25, 1920, p. 5.

“ Here and below, see Journal-Press, April 22, p. 3, May
18, p. 5. May 26. p. 5, August 16, p. 5. 1921,

HHere and below, see Journal-Press. August 24, 1921, p.
I, January 21, 1922, p. 5.

** Here and below, see Journal-Press. September 8, Octo-
ber 11, 1922, March 5. 7, 1923, all on p. 1.

ing factory sale of Model 250 cars. “Price reasonable.’
And it was tryving to establish dealerships, although it ran
into some ninor difficulties when it was discovered that
the secretary of state’s office had neglected to list Pan
cars in its official classification, an oversight that was
quickly corrected. *

The engincering stafl, once Pandolfo’s particular
pride. began to drift to other jobs. Victor Gauvreau, for
example, the Pan designer. joined an inspector from the
Pan plant in opening a Hudson-Essex agency in St.
Cloud: he also took a teaching position in the engineer-
ing department at the University of Minnesota.

The company limped along somehow, and at the
annval meeting in August, 1921, President Schwab de-
scribed the state of the business: "The drop forge plant
has been closed down entirely for the past vear, and the
motor plant was shut down completely during the win-
ter, but since spring [it| has been operating with a great-
lv reduced force and is now turning out an average of two
cars per day. When the forge plant shut down, the
motor plant was operating with orders for 7000 cars.
Then the government put automobiles in the lusury
class, the banks throughout the country began to refuse
credit to purchasers . and every one of these 7000
order[s] were cancelled.”**

Schwab said 200 cars had been turned out since
spring and enough material was on hand to produce
another 69 before October 1. The company's remaining
indebtedness, Schwab claimed, was offset by the raw
stee) at the drop-forge plant and a stock of more than 100
unsold cars. The end was at hand, however. This was the
last annual meeting ever reported. In January, 1922, the
Erie Foundry Company of Erie, Pennsylvania, filed suit
to collect $54.101 it claimed the company owed for
machinery in the drop-forge plant.

Exactly when the Pan Motor Company closed its
doors for good is difficult to pin down. In September,
1922, Ralph DePalma. former racing driver, inspected
the plant on behalf of “wealthy Minnesota men” with a
view to opening it; he pronounced it “the best in the
country,” but nothing came of it. Early in October, a St.
Cloud hardware dealer instituted a suit to collect
$5.110.75 due him, and a court order placed the com-
pany in receivership.?®

One of the strangest episodes in the company’s short
history then took place. When news of the receivership
reached them. stockholders in St. Paul, Minneapolis.
Fargo, Denver. Spokane, and other cities grouped
together, apparently spontaneously. to take over the
plant. In March, 1923, at the receiver's sale, thev
attempted to buy the company and begin operating it
again. And whom did they want to run it for them? Sam-
vel Pandolfo.

Within a week of their offer. however, Pandolfo’s
conviction was affirmed; the Supreme Court had refused
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to review his appeal. Prmenbda_\' jll(li(‘iil] opinion, 1roni-
cally, has expressed doubts that the case would even
come to trial today. It is not so much that the eriminal
justice svstem has changed in the last 50 or 60 vears as
that the temper of the times has changed. While federal
judges may remain in splendid isolation today. it is un-
likely that such conduct as Landis evidenced in his court-
room would oceur now, or if it did, that it would be
upheld on appeal. Today we have not only activist trial
judges but activist appellate judges as well, which was
not true in Pandolto’s time.

Pandolfo’s final efforts to remain free now centered
on applving for a stay of sentence, and a commiltee of St.
Cloud men went to Chicago seeking that stay, His main
argument was that “there are 75,000 stockholders in the
Pan Motor Company — the very people I am supposed
to have defrauded — that say that I am not guilty,” That
argument, too, was rejected. and Thursday uight,
April 5, 1923, at midnight, Samuel Pandolfo slipped out
of St. Cloud by automobile bound for Minneapolis,
where he took a train for Chicago and surrendered to
authoritics, *

He made it just in time. The next night central Min-
nesota was blanketed by an April snowfall. *

Pandolfo would return to St. Cloud after serving two
and a half years of his sentence, and he would start vet
another new enterprise, a health food company whose
main product was a “whole-wheat, greaseless, raisin,
chocolated do-nut.”

Ah, but that's another story.

 Journal-Press, March 12, 24, both on p. 1, March 28, p.
6, April 6, p. 7, 1923
8¢, Paul Pioneer Press, April 7, 1923, p. L.

THE PICTURES un pages 144 and 151 are from Proof of Prog-
ress. 120, 188, 189; that on page 145 is from St. Paul Pioneer
Press, June 18, 1972, p. 6; photographs of Landis, the Federal
Building. and Epstein on pages 147 and 148 are courtesy of the
Chicago Historical Society; the illustration on page 152 is from
the St. Cloud Journal-Press, October 25, 1926, p. 5; and those
on pages 140-143 and 148 belong to the author. All other
illustrations are from the MHS audio-visual library.

THIS ADVERTISEMENT greeted Pandolfo on his release from prison in 1926.
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glad hand of welcome.

In recoguition of the prominent part you have played in
the growth and development of St. Cloud and your undying
faith in its future, the people of St. Cloud fully appreciating
what you have accomplished for this city,
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extend you the
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