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The geo-economic order of the Caspian region is experiencing changing conditions in the
complex competition of world powers. In the past, this region mostly witnessed the
dominance of one or two world powers, but now India and China, with defined plans, the
United States, with the development of its traditional economic scope, and Russia, with
anti-sanctions tools, are changing every part of this order. Along with these big actors,
smaller regional powers like Turkey are also trying to change the existing conditions in
their favor. The main problem of the current research is the investigation of the factors and
developments affecting the geo-economic order of the Caspian region and the explanation
of the opportunity for the advancement of Iran's economic diplomacy. The strategic
importance of this research is related to providing a realistic understanding of global
developments and affecting the geo-economic order of the Caspian region. The key
question in this article is what opportunities will this changing order bring to the Islamic
Republic of Iran? It seems that the hypothesis can be put forward that Iran, in this
changing order, can bring the opportunity of developed multilateralism to the Islamic
Republic of Iran. The research findings clearly show this developed multilateralism.
While Iran can connect India to the region, it can also play a role in China's Belt and Road
initiative. At the same time, while it can transfer Turkmenistan's gas to Azerbaijan and
even Europe, it can improve its institutional foundations of economic diplomacy in
Shanghai and the Eurasian Economic Union, and also implement new anti-sanction
mechanisms with sanctioned Russia in the geo-economic context of the Caspian Sea.
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Studies, 8 (1), 131-151. http//doi.org/10.22126/ipes.2025.11096.1692 (in Persian).

O

NC

© The Author(s).

DO http//doi.org/10.22126/ipes.2025.11096.1692 Publisher: Razi University



https://orcid.org/0000-0001-8166-9555
https://orcid.org/0009-0009-3398-1400
https://orcid.org/0009-0005-6787-1550
https://doi.org/10.22126/ipes.2025.11096.1692
https://doi.org/10.22126/ipes.2025.11096.1692

International Political Economy Studies, VVolume 8, Issue 1, 2025 132

l.introduction

Economic diplomacy is crucial in shaping a country's foreign policy, particularly in its
economic relations. This approach is guided by a model that coordinates domestic
institutions to address national needs, opportunities, and challenges. A country's integration
into a regional economic structure depends on understanding both internal requirements and
regional opportunities. The transformation of the Caspian region’s geoeconomic order,
influenced by global shifts, sanctions on Russia, and China's Belt and Road Initiative,
creates new opportunities for Iran's economic diplomacy. The research investigates these
changes and suggests that the evolving order offers more favorable multilateralism for Iran.
The study aims to explore Iran's geoeconomic positioning within the Caspian region and its
economic diplomacy.

2. Theoretical Framework

The dissolution of the Soviet Union marked a significant shift in global geopolitics,
transitioning from a primarily geostrategic and military focus to a geoeconomic approach.
The concept of geoeconomics, introduced by Edward N. Luttwak in the 1990s, emphasizes
the role of economic factors in international relations and the formation of regional blocs.
Geoeconomics is centered on using economic tools to achieve geopolitical goals, blending
economics, geopolitics, and strategy. Luttwak argues that in the post-Cold War era,
international competition is increasingly driven by economic factors. Geoeconomics
explores the impact of economic issues on geopolitical outcomes and vice versa, focusing
on how economic advantages can be leveraged for political power. The paradigm highlights
the interconnectedness of trade, assets, policy, technology, and energy in achieving strategic
goals. Post-Cold War developments, such as the changing financial system and the decline
of U.S. dominance, emphasize the shift from global financial networks to regional
economic arrangements, reflecting the emerging importance of geoeconomic
considerations. As global neoliberalism declines, we are witnessing the emergence of new
hegemonic conflicts, particularly between established powers like the U.S. and China.
Geoeconomics is shaping a new era of international relations where economic and political
factors are deeply intertwined, impacting both trade and investment. This paradigm is
crucial in understanding Iran's economic diplomacy in the evolving Caspian region.

3. Methodology

This study employs a qualitative approach with a descriptive-analytical method, utilizing a
case study for in-depth analysis. Data collection is primarily based on documentary and
library research, including articles, specialized books, statistical sources, primary
documents, and international resources related to economic diplomacy and Iran's
geoeconomic opportunities in the Caspian region.

4. Findings and discussion

Iran's economic diplomacy in the Caspian region faces both challenges and opportunities,
especially in the context of shifting geopolitical dynamics and regional interdependencies.
The country’s strategic position, bridging Central Asia, the Caspian Sea, and the broader
Middle East, allows it to leverage several key geo-economic advantages. Iran’s engagement
with major Asian powers like China, Russia, and India is central to its economic strategy.
As these countries face increasing Western sanctions, they look to Iran for strategic
partnerships in energy, trade, and infrastructure development. This geopolitical context
presents a unique opportunity for Iran to expand its economic influence by fostering
multilateral cooperation with regional players. The development of infrastructure projects,
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such as the Central Corridor connecting China to Europe via the Caspian region, highlights
the economic significance of the region. Iran’s role as a key transit hub in these corridors
positions it as a critical actor in the movement of goods, energy, and capital. By capitalizing
on the Belt and Road Initiative (BRI), Iran can enhance its regional economic ties and
contribute to the diversification of energy export routes, ensuring greater economic
interdependence with Central Asia and beyond. Moreover, the region’s reliance on
hydrocarbon exports and transit routes for energy supplies reinforces the need for
collaboration in sectors like petrochemicals, trade, and environmental sustainability. Iran’s
involvement in these industries, particularly through joint ventures and the establishment of
energy pipelines, could stimulate economic growth and attract international investments,
while also addressing environmental concerns through coordinated policies. As regional
cooperation deepens, Iran's economic diplomacy will play a crucial role in shaping the
future of the Caspian region’s global economic standing.

5. Conclusions

The analysis reveals that the geoeconomic order of the Caspian region has undergone
significant transformations, shifting from a unipolar or bipolar structure to a highly diverse
one with multiple actors involved. Russia, facing sanctions, increasingly seeks support from
regional countries to maintain its role within its geoeconomic framework. Meanwhile,
China advances its Belt and Road Initiative (BRI) in the region, establishing a military base
in Tajikistan, ignoring Russia’s sphere of influence. India, leveraging its influence in the
Shanghai Cooperation Organization (SCO), has expanded its bilateral and multilateral
cooperation with regional states. The United States, using smaller powers like Turkey, aims
to counter the emergence of an anti-American geoeconomic order. In such a scenario, Iran
must strengthen its economic diplomacy based on an active and developed multilateral
approach with all regional countries. The dynamics of the region are no longer dominated
by Russia or China alone; sanctions on Russia and the competition between China, India,
and the United States have allowed smaller actors to play a significant role in shaping the
geoeconomic order of the Caspian.
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