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Abstract

We develop a novel distance-based test of localization by combining the key ingredi-
ents of the existing literature. The local linear regression method after binning the data
yields a local linear density estimator that has a desirable boundary property. Using the
NBER U.S. Patent Citations Data File, we illustrate the performance of our localization
measure based on local linear density estimators. Our results suggest that the existing

distance-based tests can be substantially biased.
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