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Abstract
Contagious bank runs, which spread to both solvent and insolvent banks, should not occur if
bank-speciWc information is provided regularly to the banking public. By mitigating the information
asymmetry between banks and depositors, information should restrict runs to insolvent banks. However, oYcial bank statements collected from quarterly reports to local newspapers in Kansas demonstrate that runs did become contagious in the 1893 panic even in an information-rich banking system.
Important diVerences between national and non-national banks were also found, which suggests the
maturity of the regulatory system may have played an important role in the panic.
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1. Introduction
While it occurred well over a century ago, the bank panic of 1893 is an important
though often neglected aspect of American economic history and one that also holds
important lessons for contemporary policymakers. I argue in this paper that locally
contagious bank runs developed in the state of Kansas during the Panic of 1893 despite the
existence of a relatively information-rich banking environment. Contagion, according to
previous theoretical work, should not develop if bank-speciWc information is provided
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to the public since providing this information allows depositors to discriminate between
banks that are at risk of failure and those that are not.1 Weak banks may experience
deposit withdrawals and may end up closing but contagious runs that spread indiscriminately from one bank to another should not develop in this environment.
The analysis presented here suggests that contagious runs developed in 1893 even
though bank-speciWc information was regularly provided to the public. This conclusion is
supported by analyses of county- and bank-level deposit Xows and probit regressions on
bank suspensions. These results have important implications for structuring policies that
are designed to stop or prevent banking instability.
What type of information is required in an information-rich system? Theoretically, one
would like to have continuous information about speciWc bank customers, loan quality
and other investments and the Wnancial standing of the bank’s principal investors. Of
course, such real-time perfect information cannot be expected, particularly in 1893. Indeed,
such stringent informational requirements are not required—what is required is that the
bank depositors have accurate information about the bank’s general solvency just prior to
the panic. Kansas depositors could obtain such general solvency information quite easily
in 1893 thanks to the General Banking Law of 1891. The 1891 Kansas law required this
information to be printed in a local newspaper every 3 months so depositors regularly had
easy access to bank-speciWc information. As pointed out later, one of these reports was
printed just days before most of the bank runs in 1893. By reducing the asymmetry of
information between a bank and its depositors, this information should have prevented
contagion.
Act 21 of the 1891 Kansas bank law established the Kansas State Bank Commissioner
as the oYcial state regulatory agency and created the information-rich system that is central to the following analysis. According to this law, the bank commissioner’s representatives were to visit every bank doing business in the state, except national banks, at least
once per year for an examination of the bank’s Wnancial standing.2 The commissioner and
his deputy had the power to investigate all people connected with banks when making an
investigation.3 The commissioner could also call on all banks, except national banks, at
any time for a report of their condition and four such reports were to be made each year.
These reports were transmitted to the state commissioner’s oYce and were also required to
be published in a local newspaper in the town where the bank operated. The bank commissioner would take charge of insolvent banks until a receiver was appointed and was
required, in each even numbered year, to report the “names of owners or principal oYcers,
the paid-up capital of each, the number of banks in the state, the name and location of each
and the number and date of examinations and reports of and by each.”4

1

As explained later in the paper, the prevailing assumption throughout is that depositors only need basic but
regular information about bank quality—essentially, depositors only need to know whether their bank is “weak”
or “strong.”
2
The national banks were under the purview of the U.S. Comptroller of the Currency, which had similar oversight abilities.
3
A graduated fee was to be charged for these examinations ranging from $5 for banks of $5000 capital stock to
$20 for banks of $50,000 capital stock and over.
4
These created the bank commissioner’s biennial public reports. In the normal course of events, 1893 would
not have been among these years but because of the unique events of that year, the commissioner prepared a Special Report of 1893, which was used heavily in this research.

