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Energy is an important tool for economic advancement and human 
progress. The degree of growth in developing countries like 
Bangladesh is equivalent with the level of energy usage. It is 
expected that Bangladesh economy is exposed to energy price 
shocks. In fact, energy price shocks are frequently branded as a 
cause of macroeconomic variances since it can affect economic 
activities and business cycle as well. However, to the best of our 
knowledge, no paper has addressed the question on how energy 
price effects firm level employment. So, highlighting the research 
gap, this paper aims to fill that gap and tries to investigate how 
energy price can effect firm level employment and output in 
Bangladesh. We develop an energy augmented Real Business 
Cycle (RBC) model for Bangladesh economy at firm level in the 
essence of Dynamic Stochastic General Equilibrium (DSGE) 
analysis. Calibrating the RBC model, our paper scrutinizes how the 
fluctuations of vital economic variables such as investment, 
consumption and output are clarified by two policy shocks namely: 
technology and energy price shocks. The model’s capability to 
describe the dynamic assembly of the Bangladesh economy is 
examined by means of Impulse Response Functions (IRFs). Our 
results show that, because of the relative increase in energy price, 
there is a consequent reduction in both energy consumption and 
energy use in production, capital and investment. On the other 
hand a productivity sock at the firm level, that is an increase in 
technology drives towards a subsequent increase in capital stock, 
investment and output of the firms. 
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