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We construct a new method to describe firm distributions within technology fields
and the dynamic behavior of these distributions. To locate firms on a technology space, we apply
multidimensional scaling for the inter-firm technological dissimilarity matrices that are computed from
patent citation overlaps among firms using the NBER US patent dataset. Our estimated firm distributions
show increasing trends in technological distance and polarization on average, where we follow Duclos and
et al. (2004) to measure polarization. We construct a model of inter-group competition in which
polarization stimulates R&D incentives. The model fits data before the major patent reform in the United
States in 1980s and polarization increases citation-weighted number of patent applications. After about
1990, the impact of polarization is reversed.
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