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This study measures the dynamic impact of
structural shocks from the inverse economic
imbalance index (ES) on private consumption in
Iraq (2004—-2023) using a Structural Vector
Autoregression (SVAR) model identified
through contemporaneous restrictions derived
from economic theory. The ES index is
constructed from seven macroeconomic
variables weighted by three objective criteria:
direct impact on stability, correlation with
poverty, and relative volatility, then
standardised via Z-Score to the (0,1) interval.
The structural model includes four variables:
ES, real private consumption (CP), oil prices
(OIL), and government expenditure (GE),
identified through three contemporaneous
restrictions and one variance restriction.
Impulse response functions (IRF) reveal that a
one-standard-deviation positive ES shock raises
private consumption gradually, peaking at
period three (0.312 log units) before dissipating
over ten periods. Forecast error variance
decomposition (FEVD) shows ES shocks account
for 38.4% of the long-run consumption
variance, oil shocks for 29.7%, and government

expenditure shocks for 17.2%, confirming the
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