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Abstract : Based on the theory of induced innovation, this paper empirically tests the effect of price change on the efficiency bi-
as of technological innovation and the change of labor income share. It is found that the relative price change of factor results in the
efficiency bias of technological innovation. When the technological innovation efficiency is inclined to the capital factor under the
condition of complementary production factors, the labor income share tends to decline. When the efficiency of technological innova-
tion is inclined to labor factors, the labor income share tends to increase. It is further found that Chinas overall technological effi-
ciency is in the labor enhancing evolution path from 1978 to 2017, but technological innovation shows bias towards the capital effi-
ciency in the early stage of the economy from 1978 to 2004, which explains the transtion of labor income share, and also verifies the
applicability of factor price induced innovation theory in China.
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