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Financial Penetration and State Capacity: The History of Beihai Bank
Wei Jian

Abstract . State capacity determines the rise and fall of a country, among which the ability of penetration is
very critical. Without the full penetration of society, other aspects of State capacity will lose their
foundation. The financial penetration process of Beihai bank in Shandong base area provides a model to
support the development of political power through penetration. Beihai bank successively defeated the
competitive currency with stable currency value, and became the legal tender of Shandong base area from
the token currency. At the same time, it successfully took root in the social grass-roots level through loans.
Radiation effect and rooting effect jointly interpret the process of financial penetration, and also provide a
fresh case for understanding the micro generation mechanism of State capacity, which fully shows that only
penetration closely combined with the interests of the people can successfully root State capacity in the
support of the people, and the resulting State capacity is strong and sustainable.

Keywords: National Capabilities, Financial Penetration, Beihai Bank , Radiation Effect, Rooting Effect
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