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By Albert Irizarry

T HE HISTORY OF THE RAIL ROAD ACROSS THE
Isthmus of Panama is inextricably linked to the westward expansion
of the United States as it occupied the continent to Panama's north.
Events in the north have shaped and reshaped the railroad's viabili-

ty for a century and a half. Stocks from the various periods in the railroad's
development and from the several companies running this rail line illustrate this
saga and have an interesting story to tell as well.

Thomas Jefferson, President of the United States 1801-1809, purchased
Louisiana from France in 1803. He then commissioned his personal secretary
Meriwether Lewis to explore the area. 1 So the famous Lewis and Clark
Expedition from 1804 to 1806 went up the Missouri River and ended at the
Pacific Ocean, reaching the Columbia River in Oregon in 1805. 2

By 1811 John Jacob Astor had a fur trading post in Astoria, representing
American interests in the area. In 1819 Spain ceded its claims to territories
north of California to the United States. 3 Jedediah Smith, "the Knight in
Buckskin," explored the area of Oregon, California and the Sierra Nevada 4
The 1846 Buchanan-Packenham Treaty with Great Britain defined the bound-
ary line of the United States and Canada west of the Rocky Mountains. In the
same year, war was declared on Mexico and by the Guadalupe-Hidalgo Treaty
of 1848 ending the conflict, California was ceded to the United States. 5

From a Report of the Isthmian Canal Commission, Washington, 1899-1901,
we read:

". . .the requirements of travel and commerce demanded better meth-
ods of transportation between the Eastern States and the Pacific Coast,
but there were other reasons. . . .the establishment and maintenance of
Army Posts and Naval Stations. . .mail facilities. . .the importance was
so manifest, that the Government. . .negotiations were entered. . .with
Republic of New Granada to secure a right of transit across the
Isthmus of Panama." 6
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Frontispiece of Illustrated History of
The Panama Railroad by F.N. Otis, MD,
New York: Harper & Brothers (1862).

At that time travel to the West Coast could be:
(1) By land: walking, on horseback, wagon, mule, through plains, moun-

tains, generally unexplored and definitely hostile country. Only some 1,500
miles.

(2) By sea: down the East Coast of South America, through the Straits of
Magellan, up the West Coast of South America, Central America until you
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Officers and Directors of the Panama Railroad.

DAVID HOADLEY, President.
JOSEPH F. JOY, Secretary.
GEORGE M. TOTTEN, Chief Engineer.
HENRY SMITH, Treasurer.
WM. PARKER, General Superintendent.

1:0)IIMMUE0310.
WILLIAM II ASPINWALL, 	 HENRY CHAL'NCEY,

EDWLN BARTLETT, 	 WM. FELI.OWES,

GOUVERNEUR KEMBLE, 	 SAMUEL W. COMSTOCK,

WILLIAM WHITEWRIGHT 	 AUGUST BELMONT,

EDWARD CUNARD, 	 JOSEPH W. ALSOP,

THEODORE W. RILEY, 	 JOHN STEWARD,

DAVID HOADLEY.
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reach your destination. Approximately 13,000 miles and lasting four-five
months.

(3) By sea and land: by ship to Chagres, then by dug-out, cayuco or
bongo (native boats) to Gamboa.
From there, by mule, foot or porter to
Panama City, accompanied by alliga-
tors, mosquitoes, bugs, jungle animals,
and a rainy, humid, hot jungle. Only
some 5,000 miles and 25 days. 7

By mid-century, the land mass of
the United States reached from the
Atlantic to the Pacific. Manifest
Destiny had been achieved. In 1848
in order to make these new acquisi-
tions more accessible, Congress
authorized contracts for the establish-
ment of two mail lines: one from New
York and New Orleans to Chagres on
the Atlantic; and the other from
Panama to California and Oregon on
the Pacific. Initially there were no
takers. Financial inducements, how-
ever modest, 8 were sufficient to
interest venture capital of the time.

-William Aspinwall secured the
Pacific contract and George Law the
Atlantic one. Though not showing great prospects, Aspinwall foresaw that the
steamship lines would be part of a greater plan, that of a railroad across the

Original stock certificate, dated January
15, 1853. Imprint: Lambert & Lane, No.
18 Wall St. Approx. 22 X 15 cm.
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Isthmus. Together with Henry Chauncey and John L. Stevens, he entered into
a contract with the authorities of New Granada for the purpose of building a
railroad from the Atlantic to the Pacific. The contract gave them the exclusive
privilege of a railroad, a guarantee that all public lands were to be used gram-
itously and a grant of 250,000 acres of land.

This contract was to run 49 years. Three per cent was to be paid the
Government of New Granada upon all dividends declared. The work was to be
done within eight years. Up to this time the only assumption on the feasibility

of the project was based on the
advantage of shortening of the
route from east to west. 9

The site chosen for the
Atlantic terminus of the rail-
road was the Island of
Manzanillo in Bahia Limon or
Navy Bay. This was purchased
from Captain Daniel George, a
Cuban of English extraction,
for the then princely sum of
$1,000 pesos. 10 Work began
in May of 1850, with great cli-
matic and engineering difficul-
ties, and was completed in
January of 1855, reducing trav-
el across the Isthmus from four
days to four hours. 11

To appreciate the benefits
of the railroad, we quote from
David McCullough's book Path
Between the Seas.

"'I have no time to give

Stock certificate, dated August 20,
1869, signed by David Hoadley, long-
time president of the company. Notice
the revenue stamp at left of the certifi-
cate. Imprint: Benjamin F. Corlies, 31
Nassau St., N.Y. Approx: 19 X 10.5 cm.

Below: "Departure for Panama" from
Otis (1862).
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Stock certificate, dated February 2,
1871, also signed by David Hoadley,
with a revenue stamp imprint at the
center of the certificate. Imprint:
Benjamin F. Corlies, 31 Nassau St.,
N.Y. Approx: 18.5 X 10.5 cm.

reasons,' a Massachusetts man wrote home after crossing Panama
before the railroad was built, 'but in saying it I utter the united senti-
ment of every passenger whom I have heard speak, it is this, and I say it
in fear of God and love of man, to one and all, for no consideration
come this route. I have nothing to say for the other routes, but do not
take this one.'

"From another traveler, C.C. Cox, in October of 1855, on his return
from California wrote: 'At Panama we disembarked from the good ship
and entered the cars of the Panama R.R. and in about three hours
reached Aspinwall. . . .I don't remember the temperature. . .but the
heat was oppressive. My companions, ever thoughtful. . .had secured a
bucket of ice water, and various bottles of ice cold drinks. . .and with
the novelty of the trip, the wonderful scenery, the flora and fauna that
abounded. . .and the frolicsome little apes. . .and the marvelous luxuri-
ance of the equatorial region, all tended to make this passage across the
continent pleasing and interesting. 12

An interesting experience of a small revolution in progress can be gleaned
in J.M. Guinn's reminiscences in To California via Panama in the Early '60s,
Historical Society of Southern California, Los Angeles, Volume 5 (1900), pgs.
13-21.

The original capitalization of the Panama Rail Road was 50,000 shares at
$100 each, or $5,000,000. When the last rail was laid on January 27, 1855, the
project had cost $140,000 per mile, or $7,000,000. Much was needed and much
had to be done. Regardless, the Directors established tariff rates that seemed
prohibitive. First Class passage was $25 gold; Steerage, $10 gold; and if you
wanted to walk the rails you paid $5 gold. Surprisingly demand was so great
that listed rates were adopted as permanent. Money flooded in and the Panama
Rail Road became a financial success. Dividends were 15% on average and
went as high as 44%. At one time the stock was the highest priced issue on the
New York Stock Exchange. 13
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Passage across the Isthmus was not without its pitfalls. As the mule trea-
sure trains were originally robbed, so were the first trains that used what rails
were available prior to completion. The Isthmus was full of "adventurers" of
every level of society, who were not adverse to "easy money." Such were mat-
ters, that in July of 1854, the Governor authorized a small group of private citi-
zens, led by Ran Runnels to: "Give chase and capture those murderers, thieves
and others . . ." methods used by the "Isthmian Guard" were so effective that
within a year the need for the "extra legal" organization ceased and was discon-
tinued. 14

On May 10, 1869, at Promontory Point, Utah, the Central Pacific Rail
Road joined up with the Union Pacific Rail Road, and the United States had its
own transcontinental railroad. The Panama Rail Road suffered the loss of
much business, American traffic accounted for 15% 15 of the company's
income. Panama did enter into an economic decline. Errors by the Directors
of the Company further eroded the operating revenues, and caused a break with
the British Pacific Steam Navigation Company, which moved its facilities from
the Island of Taboga to Callao, Peru.

In November of that same year another event presaged changes that
would further affect the Panama Rail Road's future. The greatest engineering
feat since completion of the Panama Rail Road was completed with the official
opening of the Suez Canal. This greatly shortened the sea lanes between
Europe and East Asia, since it was no longer necessary to travel around Africa
or west around South America to reach the Orient.

The "hero" who accomplished this was the Comte Ferdinand de Lesseps.
By 1879 interest was being created in a canal across the Isthmus of Panama too.
Who else but the Great de Lesseps to lead this enterprise! That year a limited
survey of a canal route was purchased from Lt. Lucien Napoleon Bonapare
Wyse and his group (this survey having been based upon an 1857 map prepared
for the Panama Rail Road Company), and the Compagnie Universalle du Canal
Interoceanique de Panama was formed.

Soon it became apparent that the best route for a canal was that being uti-
lized by the Panama Rail Road, which owned the right of way, and the only way

Stock certificate, dated September 11,
1872, signed by Bellows as president,
with a much larger revenue stamp
imprint at the center of the certificate.
Imprint: Benjamin F. Corlies, 31
Nassau St., N.Y. Approx: 18.5 X 10.5
CM.
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left was to buy the Panama Rail Road Company.
When the Compagnie Universalle was founded in 1879, the shares of the

Panama Rail Road were offered to the Compagnie at $200 per share. However
at the time the shares were selling on the Exchange at $140 to $150, and the
offer was refused. Trenor Park, President of the Panama Rail Road, and one of
the great "robber barons" of the era, apparently instructed officials of the rail-
road to employ dilatory tactics on the French. De Lesseps finally agreed to the
purchase, although the price had risen slightly. The Purchase Contract of June
10, 1881, indicates that 68,534 shares of the 70,000 outstanding had been
acquired at $250 per share plus $41 for "other" assets.

Overpayments and general mismanagement affected the company. By
December 14, 1888, the Compagnie Universalle was in receivership. In 1894 a
new contract was negotiated with the Colombian authorities extending the
canal concession to 1904. 16

On November 3, 1903, Panama — with United States aid and the con-
nivance of railroad personnel — effectively "separated" itself from Colombia.
(Upon gaining independence from Spain on November 28, 1821, Panama in its
Declaration of Independence had of its own free will joined Gran Colombia.)

On April 16, 1904, the United States government bought all the assets
and rights necessary to complete the Panama Canal from the Compagnie
Universalle for $40,000,000. The transfer took place on May 4, 1904, in
Panama with Lt. Mark Brooke representing the United States and Admiral
John G. Walker representing the Isthmian Commission. 17

The Panama Rail Road continues active even to this day. After the
Torrijos-Cartier Treaty of September 1977, the railroad was turned over to
Panama in 1979. By 1996 the Kansas City Rail Road won a bid for the Panama
Rail Road, and since then has invested more than $80 million in upgrading and
modernizing the system.

Certain facts stand out regarding the Panama Rail Road:
(1) It was the first transcontinental railroad in the world.
(2) It was the shortest transcontinental railroad in the world, slightly less

than 50 miles.

Stock certificate, originally dated April
8, 1870, signed by Hoadley with the
small revenue stamp imprint at the cen-
ter of the certificate. Imprint:
Benjamin F. Corlies, 31 Nassau St.,
N.Y. Approx: 18.5 X 10 cm. Note:
Through the auspices of the United
States Trust Co. of New York acting as
trustee, an unknown quantity of the
Panama Rail Road Co.'s stock certifi-
cates issued between 1862-1881 were
overprinted in purple with the follow-
ing text for the purpose of transferring
the company to the ownership and
control of the Compagnie Universelle
du Canal Interoceanique de Panama:

"THE STOCK REPRESENTED BY THIS
CERTIFICATE IS HELD BY THE UNIT-
ED STATES TRUST CO. OF NEW
YORK, AS TRUSTEE, SUBJECT TO THE
PROVISION OF AN AGREEMENT
DATED JUNE 10, 1881, MADE
BETWEEN T.W. PARK AND OTHERS
OF ONE PART, AND THE UNIVERSAL
INTEROCEANIC CANAL ASSOCIA-
TION OF THE OTHER PART, AND THE
SAME CAN BE TRANSFERRED ONLY
IN ACCORDANCE WITH ITS TERMS."

It is believed those terms included
reversion of ownership in the railroad
back to the original owners if the
Compagnie Universelle did not com-
plete the canal with a specified time.
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(3) It was the broadest transcontinental railroad in the world. It had a

gauge of five feet, and
(4) It was the roughest transcontinental railroad in the world.
Of this latter statement, this author can attest having ridden the rails on

many occasions.

Panama Rail Road $1000 bond SPECI-
MEN. Imprint: American Bank Note
Co. New York. Approx: 33 X 23 cm.
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