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Abstract: In the transitional econamieswhich are oriented or intervened by goverrment, goverrmentwill exert great influenceson the
interaction mechanisn betveen lav and financial development The influence of governrment behaviors and the rule of lav on the
financial developmentwere ingected, using China’ sprovincial level data from 1995 t 2005 The results showved that, without regard
o the gystamatic factor of goverrment actions, the mprovement of rule of lav has a positive, but very Imited effect on financial
development During the period of trandomation, governrment behaviors have an mportant mpact on the financial development, but
local goverrment intervention could bring negative effectson the financial development, some of which could® crowding - out”, or even
“ aubstitute” , the positive effect of lawv on the financial development W e conclude that in the transitional period, only in full realization
of the goverrment - oriented financial development in China, can the mechanisn betveen rule of lav and financial development be
accurately understood Thispaper al provides nev evidences 9 Lav and Finance”.
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