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The purpose of this study is to investigate the effect of the productivity shock on output
consumption labor and capital in various types of the Real Business Cycle model (RBC model).

This study introduces three different versions of RBC model, the benchmark model, the
model with one-period habit persistence in consumption and the model with two-period habit
persistence in consumption. All parameters using in this study are from the model that used tﬁe
United State of America’s basic databases. The three models are solved with the Undetermined
Coefficient Method of Christiano to reveal the impulse response of a technology shock in output
consumption labor and capital.

The empirical results show that depending on the habit persistence in consumption
models, the productivity shock generates an effect in output labor capital, especially, in current
period consumption. In addition, the results also indicate that the more habit persistence in
previous consumption, the less effect are generated in current period consumption. Although
,others variables are increased. It can be implied that if there is the habit persistence in

consumption, households will remain their consumption’s pattern as they did in the past.





