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Abstract

We develop a distance-based approach to localized knowledge spillovers by incorpo-
rating the concept of control patents (Jaffe, Trajtenberg, and Henderson 1993) and the
construction of counterfactuals (Duranton and Overman, 2005), while using the data
at the census place level. Unlike the existing literature, where the extent of localized
knowledge spillovers is detected at the state or metropolitan statistical area level, our
approach captures cross-boundary spillovers. We revisit the recent debate by Thompson
and Fox-Kean (2005) and Henderson, Jaffe, and Trajtenberg (2005) on the existence of
localized knowledge spillovers, and find solid evidence supporting localization, even when

finer controls are used.
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