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The first railway in Canada, built in 1836 between two small settlements in Lower 

Canada, cut the travel distance from 144 km to 22.5 km.1 Given Canada's vast expanse, such a 

drastic leap in transportation possibilities was not wasted on Canada's politicians and 

businessmen. Between 1845-62 the first portion of the Grand Trunk Railway, linking the major 

centres of Riviére du Loup, Montreal and Toronto with Portland, Maine was constructed, 

financed with bonds backed by Canadian government guarantees. Thus was established the 

model for all future railway construction in Canada: government backing to help finance 

construction, and constant reliance thereafter on the government to bail out companies that 

were otherwise bastions of the free-enterprise system. 

 

THE CREATION OF THE CANADIAN PACIFIC RAILWAY 

After Confederation, Canadian politicians made a commitment to British Columbia to 

build a transcontinental railway to connect it to eastern Canada. This meant that a population of 

three million people, of whom only 23,000 lived west of Lake Superior, would be responsible for 

financially supporting the construction and operation of over 11,000 miles (17,702.3 km) of rail 

line, much of it through rugged wilderness.2 In 1873, John A.Macdonald's first attempt to charter 

a railway company to build the line ended in the Pacific Scandal. In the ensuing election, a 

Liberal Government under Alexander Mackenzie came to power and decided to build the 

railway itself, expending $14 million to build 700 miles (1126.5 km) between 1877 and 1879.3 

The return of the Conservatives to power resulted in a contract being awarded to a consortium 

of which Donald Smith and George Stephen were members. The contract gave the consortium 

all the track already constructed, $25 million in cash and a grant of 25 million (10,075,000 ha) 

free acres of land, thus adding land grants as another incentive to building railways. The land 

was granted to the Canadian Pacific Railway Company (CPR) in alternate sections and if the 

land was not fit for settlement, a substitute could be claimed. This idea, copied from the 

American experience, was intended not only to finance the building of a railway across western 
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Canada, but also to fill the territory with new settlers. By giving the railway company the land, 

the government was ensuring that they would bear some of the responsibility for recruiting new 

inhabitants to use their railway. 

 

MANITOBA'S FIRST RAILWAY: PEMBINA BRANCH 

The first railroad constructed in Manitoba was not the transcontinental, which came to be 

known as the Canadian Pacific Railway, but rather a branch line built to Pembina by the 

Mackenzie government in 1875-78. This line was a prerequisite to the building of the mainline, 

because it provided a supply route for the materials necessary to construct the western portion 

of the transcontinental. The railroad ran from St. Boniface to Emerson and Pembina, connecting 

with the American railway at St. Vincent, Minnesota. The last spike on this railway was driven in 

the townsite of present-day Dominion City on December 3, 1878.4 The first train over the line 

was pulled by the Countess of Dufferin, a locomotive imported by riverboat by Joseph 

Whitehead to use in his contract to construct sections of the CPR mainline and the Pembina 

Branch. At long last a continuous rail link was established between Winnipeg and Eastern 

Canada, albeit predominantly through the United States. It was this route which many of the first 

Anglo-Ontarian settlers used to reach Manitoba. Because the Macdonald government also 

maintained a high tariff to protect eastern manufacturers, this line was never able to become the 

vital economic link with Minneapolis and Chicago which it might have if free trade had existed.  

 

THE CANADIAN PACIFIC MAINLINE 

The CPR mainline was constructed across Manitoba between 1880-82 by the Stephens 

consortium. The original rail line, as surveyed by Sanford Fleming in 1871-2, had been intended 

to cross the Red River at what became Selkirk, Manitoba and run northwesterly so as to pass 

through the Saskatchewan River Valley and on through the Yellowhead Pass near present-day 

Edmonton. A more southerly route across the prairies was adopted after Winnipeg businessmen 
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took it upon themselves to pay the expense of bridging the Red River at Winnipeg, offering the 

consortium a lucrative deal they could not afford to overlook, and thus securing Winnipeg's 

future as the service centre for all construction and traffic further west. Their gamble paid off; 

1881-82 were boom years in Winnipeg. As railway construction continued westward through 

present-day Brandon and Virden, many new communities along its route flourished, just as 

those, which were bypassed died. 

 

THE STRUGGLE AGAINST CPR MONOPOLY 

Even before the mainline was completed other eastern investors had begun to build a 

line across southwestern Manitoba to connect with the Pembina Branch. This line, The 

Manitoba Southwestern Colonization Railway, started in 1879, would have provided a 

connection to the Pembina Branch and the Northern Pacific in Minnesota Territory, the main 

rival for western traffic to the proposed CPR. The CPR acquired the line in 1884, ending any 

hint of competition to the new Canadian line for two more decades. Part of the CPR's contract 

with the Canadian Government was Clause 15 of the charter which assured that the Dominion 

Government would prevent the construction of any line of railway "south of the Canadian Pacific 

Railway, from any point at or near the Canadian Pacific Railway, except such lines as shall run 

south west or to the Westward of south West; nor within fifteen miles of Latitude 49." 5 This 

twenty-year monopoly clause was deemed necessary for the success of the CPR. It was 

evident from an early stage however, that without any competition for freight and passenger 

travel, the CPR had western farmers and businessmen at its mercy. 

The monopoly clause caused considerable turmoil on Manitoba's political scene as 

successive administrations tried to get around it and charter railway construction deemed 

essential for the province's continued growth and prosperity. The legislation to create such new 

railways as Winnipeg Southeastern Railway, to run from Winnipeg southeasterly to Minnesota, 

were disallowed by the federal government, leading to a direct confrontation. In 1886, the 



4 

Norquay government was determined to build the Red River Valley Railway west from Winnipeg 

to connect with the Northern Pacific, thus offering an alternate route for shipping Manitoba's 

grain. In 1888, with the CPR completed, and mounting agitation in Manitoba due to a grain 

blockade in 1887, the Macdonald government was at last convinced that the monopoly clause 

must be dismantled. The CPR was given compensation and the federal government agreed not 

to disallow any more railway charters. The Manitoba Government, now under the leadership of 

Premier Greenway, gave the Red River Valley Railway project to a subsidiary of the Northern 

Pacific, the Northern Pacific and Manitoba, thus providing the first competition to the CPR in 

Western Canada. 

But the CPR did not give up the fight gracefully. The creation of a feeder line from south 

of the Assiniboine River to Portage la Prairie required the crossing of a CPR line near 

Headingley. When the Northern Pacific and Manitoba tried to install the diamond for the 

crossing they met with resistance from the CPR, producing the Battle of Fort Whyte which pitted 

Joseph Martin, Manitoba's Commissioner of Railways against Sir William Whyte, Western 

Manager of the CPR. The matter was referred to the Supreme Court, which, in February 1899, 

confirmed the Manitoba Legislature's right to charter railways in Manitoba. 

The resolution of the monopoly issue opened the door to enhanced railway construction, 

accompanied by an increase in settlement as new areas were opened, and new towns 

developed along railways like the Manitoba Central, running along the Pembina escarpment. By 

1890 the basic railway pattern was established, making Winnipeg the railway centre. But the 

high tariff prevented the flow of goods southward and the hoped-for competition between the 

Northern Pacific and the CPR never materialized. From Winnipeg, all traffic continued to run 

east and west. The CPR had fulfilled its purpose, providing the vital link with eastern Canada 

and ending all annexation schemes, making Winnipeg the gateway to the West in the process. 

But the need for an alternate outlet, to provide competition for the CPR's monopoly of all traffic 
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beyond Manitoba's boundaries, remained an issue for Manitoba businessmen and farmers 

alike. 

 

MACKENZIE AND MANN AND THE CANADIAN NORTHERN RAILWAY 

The attempt to end Manitoba's position as a hinterland of eastern Canada began in 1885 

with the granting of a federal charter to the Hudson Bay Railway Company, which would have 

linked southern Manitoba with Hudson Bay, as in the days of the fur trade. A scandal brought 

this project to a halt in 1886. The project would be rejuvenated several times before it was finally 

completed in 1929, when the railway, now a Canadian National line, reached the port of 

Churchill. Meanwhile a new team of railroad builders, William Mackenzie and Donald Mann, had 

created the much sought after alternate to the CPR with the creation of a second 

transcontinental line. 

 Their overly expansive dream began with an old charter to the Lake Manitoba Railway 

and Canal Company, granted in 1889, in the heady days after the disallowance issue had been 

resolved. Intended for the construction of a line north of the CPR to northwestern Manitoba and 

on to Hudson Bay, the charter provided a grant of 6000 acres (2430 ha) of land per mile of 

railway, up to 125 miles (139.45 km), of line constructed.6  Mackenzie and Mann had both 

worked for the CPR in railroad construction. Aware of both the availability of investment capital 

from Britain and the potential customer base generated by the flood of new immigrants to 

Manitoba, they decided that there was money to be made in building new rail lines. In 1896, 

they acquired the Lake Manitoba Railway charter and built a line from Gladstone to Dauphin, 

with a later extension to Winnipegosis. The provincial government added bonds of up to $8000 

per mile for the 125-mile (139.45 km) total. The partners acquired running rights on an existing 

line (Manitoba and Northwestern Railway) between Gladstone and Portage. Ignoring the 

Hudson Bay as a destination, the two entrepreneurs concentrated on more lucrative areas, 

taking over other small lines owned by the Manitoba Government which gave them 350 miles 
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(563.5 km) of track and connections to Winnipeg and Pembina.  While they continued to 

construct branch lines north to the Swan River Valley, and westward from Dauphin, all under the 

name of the Canadian Northern, which they had adopted in 1899, their eyes were focused on 

eastward connections and a new transcontinental railroad. 

 The partners acquired a charter granted in 1895 for the construction of a railway from 

Winnipeg southeast to the International Boundary, along with a guarantee of $8000 per mile and 

tax exemption during construction, from the Greenway government.7  Construction was started 

in 1898 and the railway, referred to as the "Muskeg Special", was the making of the Canadian 

Northern. The railway paid for itself by hauling cordwood from the forests of eastern Manitoba to 

the lucrative markets inWinnipeg. From the southeastern corner of the province, Mackenzie and 

Mann were able to forge a connection with Port Arthur in 1902, by acquiring other small 

American lines and joining them. They went on to cobble together other lines in eastern Canada 

until they had a link all the way to the Maritimes. The federal government, concerned about the 

viability of a second transcontinental, had tried to derail the project, but by 1905 the partners 

had connections all the way from Winnipeg to Edmonton. From there, they followed Sanford 

Fleming's original survey through the Yellowhead Pass and by 1918 they had completed their 

dream of a transcontinental railway. Unfortunately, the quality of construction was poor and the 

financial effort expended had brought the company to near bankruptcy. For the project, the 

Canadian Government over the years had given the company seven million acres (2,835,000) 

of land and $30 million in cash.8  In 1917, the federal government, in the midst of a World War, 

was forced to take over operation of the Canadian Northern Railway. 

The Greenway government's railway policy had rested on two important policies: 

government aid for construction, and government provision of competitive freight rates. When 

Rodmond Roblin's Conservatives came to power in 1900, they continued this policy, but 

substituted fixing freight rates for maintaining competitive ones. One of the Roblin government's 

most successful achievements was its railway policy. In 1901, they negotiated a 999-year lease 
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of the Northern Pacific lines in Manitoba and immediately released them to the Canadian 

Northern, to be operated under a government guarantee. 

Under the deal, the Manitoba Government had the power to set freight rates. Setting 

them at 10 cents per 100 pounds of wheat outgoing and 15 cents per pound on incoming 

freight, the government forced Canadian Pacific to lower its rates to be competitive. 9 

The Roblin Government further assisted Canadian Northern to complete its connection 

to the Lakehead by guaranteeing bonds up to $20,000 per mile of track constructed in the 

difficult terrain along Rainy River.10 In 1903, when the Canadian Northern line was completed to 

Port Arthur, the CPR was forced to lower its rates again. At long last the goal of ending the 

CPR's domination of the West had been reached. 

 

CREATION OF BRANCH LINES 

The Roblin Government took its railway policy one step further. By guaranteeing the 

bonds of the Canadian Northern up to $8000 per mile in Manitoba, it oversaw the creation of 

branch lines all across Manitoba by Canadian Northern. By 1910, the railway landscape of 

southern Manitoba provided for a railway loading platform or station every ten miles (16 km), the 

distance a farmer could travel to and from home in one day to haul his grain. 

 The Canadian Northern also built lines to the north. These, constructed between 1910-

1929, were essential for harvesting the lumber and mineral wealth of that region. Mackenzie 

and Mann routed the Canadian Northern from the Swan River Valley northwesterly to Prince 

Albert and then built a branch line to Hudson Bay (Junction), Saskatchewan, and thence 

northeastward to The Pas in 1910. The route from Hudson Bay Junction to the Bay was 

constructed nearly to the Nelson River when World War I broke out, halting production. The 

remaining branch lines in the north, as well as the main line to the Bay, were completed after 

World War I as part of the Canadian National system. 
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GRAND TRUNK PACIFIC - NATIONAL TRANSCONTINENTAL 

Between 1905 and 1908, a portion of a third transcontinental railway system was built 

across Manitoba. This was the Grand Trunk Pacific (GTP). Its parent company, Grand Trunk, 

had been an eastern-based railway until 1902. The Wheat Boom in the West, and the rapid 

growth which accompanied it, made the company anxious to share in the wealth generated by 

the expanding western economy. Already owning a line to Chicago, the company wanted to use 

that line as part of its western expansion, but this met with opposition from the Canadian 

Government. Instead, the Laurier Government offered to construct a railroad from Moncton, 

N.B. to Winnipeg, with public funds, and lease it to Grand Trunk for fifty years. It also 

guaranteed the interest on bond issues for the section build by Grand Trunk Pacific from 

Winnipeg to Prince Rupert. The route of the line across the prairies closely paralleled the 

Canadian Pacific, but then headed north through the Yellowhead Pass. In Manitoba, the line 

passed through Rivers, where a repair shop was erected. The line from the Ontario boundary to 

Winnipeg was completed in 1908, to Edmonton in 1909, and to Prince Rupert in 1914.  

 The new transcontinental (really two rail companies, the Grand Trunk Pacific and the 

National Transcontinental), as a late comer to the railway horizon, did not receive the same land 

grants as the other two railways. Instead, it was granted a $2.5 million claim on the properties 

owned by Canadian Northern, which resulted in the two companies sharing many facilities 

across the West, such as Winnipeg's Union Station on Main Street and the East Yards (now the 

Forks). The Fort Garry Hotel was GTP's own creation in 1913. 

 While the Grand Trunk Pacific played a role in breaking the western monopoly of the 

Canadian Pacific, like the Canadian Northern, the Grand Trunk had over-extended itself 

financially to create a cross-Canada route, and was already showing signs of financial failure 

before its completion. Control of its operation was taken over by the Canadian Government in 

1918, and Canadian National absorbed the entire Grand Trunk Railway system in 1923. 
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MIDLAND RAILWAY COMPANY 

Most of Manitoba's many small chartered lines eventually became part of the Canadian 

Northern railway system. An exception was the Midland Railway, which had American backers. 

In 1903, this company received a charter to build branch lines in many parts of Manitoba. These 

were usually in areas already served by another railway. Midland's lines, between such places 

as Winnipeg, Beausejour, Morden and Carman, and with trackage over the International 

Boundary, were acquired by the American-backed Manitoba Great Northern Railway in 1909. 

This company entered into a joint ownership agreement with the Northern Pacific for the 

Midland Railway in the late 1920s.11Well into the 1970s the Midland Railway was the sole 

remaining subsidiary of American railway systems in Manitoba. 

 

CANADIAN NATIONAL RAILWAYS 

The opening of the Panama Canal in 1914, though far removed from Manitoba, had an 

incredible impact on the province's economy. The number of long trains, laden with 

manufactured goods travelling westward and returning with lumber, mineral, and agricultural 

products for eastern markets, was greatly reduced. Winnipeg's role as the warehouse and 

distribution centre for western Canada began to wane. Caught in this downsizing of freight 

traffic, and facing the loss of British investment capital due to the outbreak of war, were two 

debt-ridden, over-extended railway companies: the Canadian Northern and the Grand Trunk 

Pacific. 

 Their massive building projects, financed with taxpayers' money, had hardly been 

completed before they went, hat in hand, to the federal government for financial assistance for 

operational and maintenance costs. The GTP was in the worst condition; its board  had actually 

paid dividends to shareholders in England with money that should have been used to repay 

government loans.12 The government's response was to convene a Royal Commission in 1916. 

Its recommendation was that the federal government assume control of both railways. In the 
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midst of the war, the railways were essential, and they could not be allowed to fall into 

bankruptcy.  The Canadian National Railway (CNR) was incorporated on June 6, 1919, and 

eventually included five troubled railways across Canada. Under Sir Henry Thornton, who ran 

the corporation for its formative years, the Canadian National system provided a level of 

competition to the CPR which, individually, none of the railways had mustered. 

 

DECLINE OF RAILWAYS 

 Both the CPR and the CNR experienced difficulty during the 1930s, finding it necessary 

to pool their passenger services. The Second World War brought a return to freight levels of the 

pre-1920 period. The end of the war brought increased mechanization and a return to 

automobile production. Highways improved and short-haul freight became the domain of 

transfer companies. A series of railway union strikes in the 1950s further damaged the railways' 

freight capacities. Freight was also reduced by the creation of pipelines. As cars and airplanes 

became faster travel options, passenger train service was reduced. Grain, hauled from prairie 

elevators to grain terminals at Vancouver, Churchill, or Thunder Bay, remained the one staple 

which was consistently transported by the railways. This commodity, however, had a non-

negotiable freight rate controlled by the Crow Rate Agreement until the 1990s. 

 In 1967 the Canadian Transport Commission (CTC) was established to oversee the 

National Transportation Act. Under the Act, railways were required to apply for relief from 

financial debt caused by uneconomical services. This meant that any branch lines which were 

deemed unprofitable by the Railway Company could be nominated for abandonment, but such 

an action required the approval of the CTC. The number of lines abandoned has grown steadily 

since the 1970s, taking with them the grain-buying facilities at each station. The cancellation of 

the Crow Rate, under pressure from the rail companies, has further led to the consolidation of 

rail lines and grain storage facilities. 
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Large trucking firms now dominate the hauling of freight; only by switching to container 

traffic, which can be transferred more easily from trucks or ships to railways, have railroads 

maintained a portion of the market. 

 

CONCLUSIONS 

 The creation of a rail link between the new province of Manitoba and eastern Canada 

was essential to Manitoba's survival and development. Yet, no sooner had the first 

transcontinental railway been constructed across the province than the people of Manitoba 

began to rage against its oppressive control of their economy.  It took twenty years before a 

second company was able to challenge that monopoly. 

 Successive administrations and premiers fought to create more railroads across rural 

Manitoba. The railways they chartered were all constructed with financial support from the 

government, either in the form of loan guarantees, actual cash, or land grants. Often municipal 

governments also paid bonuses to railway companies to convince them to build through local 

communities. There is the classic story of Carman, which offered numerous bonuses, yet waited 

ten years for a railway connection. Many other communities lost the fight and simply moved the 

town to the nearest railroad. The railroad was the dominant force in any community during the 

pioneer period. Hundreds of communities were laid out along "Railway Avenue."   Today, many 

of these villages, having lost their rail connection due to abandonment, seem incomplete; their 

two halves are now separated by an empty rail bed. 

 The building of a railway was a tremendous stimulation to a region's development. While 

a few potential settlers did make the arduous trek over the Riding Mountains to Lake Dauphin 

country in the 1890s, it was the completion of the railway to Dauphin in 1897 which brought a 

flood of prospective settlers, including Slavic immigrants most responsible for developing the 

region. The same thing occurred as the railway moved along the edge of the Duck Mountains 

into the Swan River Valley.  The boom in railway branch line construction by the Canadian 
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Northern under the Roblin administration had a tremendous impact. New communities sprang 

up along lines built to connect existing ones. The construction process also employed 

thousands of men, many of them new Canadians who needed the extra income to "prove up" 

their homesteads. 

 Today, most communities do not consider their existing railway a vital link, having 

highways to connect them to the outside world. Most of them, however, owe their very existence 

to a railway. It was the railway's route which determined where the pioneers would build their 

settlements. The railway companies, needing to sell their land grants to create a base of patrons 

for their services, encouraged settlement along their lines, often promoting the West abroad and 

in Europe. The money expended by all levels of government to encourage railway construction 

was instrumental in developing Manitoba and western Canada. 
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