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The years 2024-2025 marked a pivotal phase for the Islamic Republic of Iran, 
defined by converging and overlapping internal fragility and external pressures. 
The death of President Ebrahim Raisi in May 2024 disrupted elite continuity, while 
low turnout in the subsequent presidential election underscored deepening legitima-
cy deficits. Meanwhile, persistent inflation, currency depreciation, and rising living 
costs intensified labour unrest and widened the state-society divide, culminating in 
renewed public protests in late 2025 as the sharp decline of the rial and escalating 
prices rendered large segments of the population unable to meet basic living costs. 
Regionally, Israeli military operations against Iran-aligned actors, the collapse of the 
Assad regime, stalled nuclear diplomacy, renewed UN sanctions, and the June 2025 
direct confrontation with the United States significantly narrowed Tehran’s strategic 
space. While pursuing its «Look East» strategy, Iran institutionalized partnerships 
with Russia and China and sought broader ties across Asia. Yet limited reciprocal sup-
port from both powers following the June war and sanctions reimposition exposed the 
constraints of eastward alignment. Rather than achieving strategic insulation, Iran’s 
external posture increasingly reflected managed interdependence under conditions of 
asymmetry and sustained pressure.

Keywords – Labour protests; state-society rupture; look east strategy; re-
gional strategic recalibration; nuclear negotiations.

1. Introduction

Following Hamas’s 7 October 2023 attack on Israel (Al-Aqsa Storm), and 
throughout 2024-2025, Iran confronted a convergence of internal and ex-
ternal pressures that constrained both strategic choice and domestic govern-
ance. On the domestic front, social discontent persisted and found expres-
sion in recurrent protests and labour strikes, reflecting unresolved economic 
grievances and a widening state-society divide. These overlapping pressures 
compelled reassessments in regional policy, nuclear diplomacy, and eco-
nomic management, while simultaneously deepening political polarization 
within the system.

A major internal shock occurred in May 2024 with the death of Pres-
ident Ebrahim Raisi and Foreign Minister Hossein Amir-Abdollahian in 
a helicopter crash, disrupting elite continuity at a moment of heightened 
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instability. The subsequent presidential election, which brought Masoud 
Pezeshkian to office, unfolded amid low voter turnout and widespread po-
litical disengagement, underscoring enduring deficits in the state legiti-
macy. The new administration inherited severe structural constraints and 
proved unable to implement effective measures to curb persistently high 
inflation and the rising cost of living, including escalating housing, asset, 
and food prices.

These domestic challenges were compounded by a tightening exter-
nal environment. At the regional level, Israel’s sustained military campaign 
between April and September 2024 against Hamas, Hezbollah, and Iran-
aligned forces in Syria significantly weakened the operational capacity of 
the so-called «Axis of Resistance». High-profile assassinations, including 
the killing of senior Hezbollah leadership, together with extensive losses 
among allied militias, eroded Iran’s deterrent posture and curtailed its re-
gional reach. The subsequent collapse of the Assad regime in December 
2024 further reduced Iran’s strategic depth, sharply constraining its lever-
age across the Levant.

External pressure intensified throughout 2025 as nuclear negotia-
tions remained stalled and diplomatic engagement narrowed. In September 
2025, European parties reactivated the UN snapback mechanism, reinforc-
ing Iran’s economic and diplomatic isolation and further limiting its room 
for manoeuvre. These developments unfolded alongside growing expecta-
tions of renewed direct confrontation with Israel, particularly following the 
June 2025 Iran-Israel escalation, during which coordinated Israeli and U.S. 
strikes targeted Iranian military, missile, and nuclear-related infrastructure 
and eliminated senior security and military officials. Collectively, these dy-
namics left Iran facing a markedly constrained strategic environment, in 
which external pressure interacted with domestic fragility to produce an 
increasingly securitized policy posture, extending beyond foreign and secu-
rity policy to intensified political control over public spaces and individual 
freedoms. By the final months of 2025, mounting economic strain – marked 
by high inflation, currency depreciation, and declining purchasing power 
– began to trigger renewed social unrest, further tightening the regime’s 
reliance on coercive and securitized governance.

Against this backdrop, this article conceptualizes these developments 
through the lens of «strategic retrenchment». Rather than implying sim-
ple withdrawal or decline, strategic retrenchment is understood as a con-
strained and adaptive recalibration of Iranian state behaviour under inten-
sifying systemic pressures. It captures a shift in policy orientation away from 
the long-standing logic of regional expansion associated with the «forward 
defence» doctrine, toward a more defensive posture centred on regime pres-
ervation, deterrence management, and the containment of accumulated 
vulnerabilities. This retrenchment is reflected in the weakening of Iran’s 
regional network of partners, growing constraints on military power projec-
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tion, the narrowing of diplomatic space amid stalled nuclear negotiations 
and renewed international pressure, and increasing economic fragility un-
der sanctions and domestic strain. Accordingly, strategic retrenchment in 
this article refers not only to military or regional contraction, but also to the 
diplomatic, economic, and deterrence-related recalibration of Iranian state 
behaviour under cumulative systemic pressure. In this sense, it does not 
denote absolute retreat, but a reorientation shaped by the convergence of 
external setbacks and domestic fragility, which has progressively narrowed 
Iran’s strategic options across 2024-2025.

2. Domestic Policy

During 2024-2025, domestic dynamics in Iran were marked by persistent 
social discontent and recurring labour mobilisation, reflecting deepening 
state-society tensions. Economic hardship, rising living costs, and continued 
political repression drove sustained protest activity among workers, retirees, 
and other social groups, while restrictions on personal freedoms further 
eroded regime legitimacy. Rather than pursuing structural reform, the state 
increasingly relied on coercive and securitised responses, contributing to 
the intensification and continuity of dissent during the period.

2.1. Protest Dynamics and Social Contestation 

Despite extensive repression in previous years, social discontent remained 
evident during 2024-2025 through continuing acts of civil disobedience 
and resistance to compulsory hijab regulations. The authorities responded 
with intensified enforcement measures, including arrests, fines, and busi-
ness closures, underscoring the persistence of tensions between state au-
thority and society [Abbasi 2025]. According to reporting by Human Rights 
Activists News Agency [HRANA 2024], authorities reportedly took action 
against more than 30,000 women in 2024 for alleged non-compliance with 
compulsory hijab regulations. Of these, 644 were arrested – 618 under the 
so-called «Noor Project» – and at least ten detainees received a combined 
57 months in prison alongside 14 million tomans in fines. In the same peri-
od, 365 businesses were reportedly sealed by the Public Places Supervision 
Department for alleged violations. These figures illustrate the breadth of 
enforcement efforts aimed at reasserting control amid continuing civil dis-
obedience. 

They also sit alongside intensifying elite‑level tensions: while Presi-
dent Massoud Pezeshkian has publicly questioned compulsory veiling, tell-
ing NBC News that «human beings have a right to choose», Supreme Lead-
er Ayatollah Ali Khamenei has dismissed the hijab debate as an «imposed 
challenge», insisting that «hijab is a law, and those who believe in Sharia and 
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those who do not must observe it», thereby framing compulsory veiling as 
a non‑negotiable pillar of ideological order [The Guardian 2025, 7 Decem-
ber; Khodadadi 2025, 8 December]. Aligning with his position, conservative 
institutions have moved to reinforce enforcement mechanisms: 155 mem-
bers of parliament signed a letter urging the implementation of the Hijab 
and Chastity regulation, and Speaker Mohammad Baqer Qalibaf announced 
that the December 14 law would be formally communicated to the govern-
ment for execution [Khabar Online 2025, 2 December]. 

2.1.1. Labour Protests 2024

Alongside women’s rights mobilizations, labour protests in Iran remained 
intense and widespread throughout 2024, echoing patterns of contention 
observed since 2018 and underscoring the state’s persistent failure to ad-
dress workers’ grievances. According to Workers Rights Watch, between July 
and December 2024 mobilization spanned oil and gas, industrial produc-
tion, road construction and heavy machinery, trucking, healthcare, educa-
tion, and retail. Pensioners – constituting the largest and most consistently 
mobilized group in 2024 – played a central role, particularly those affiliated 
with major publicsector pension funds. Participation was not confined to 
bluecollar workers: nurses, teachers (including nonpermanent and retired 
educators), school service staff, and gold retailers featured prominently, un-
derscoring the broad social base of labour discontent [Workers Right Watch 
2024, December]. 

It was notable that these protests were geographically dispersed, ex-
tending far beyond Tehran to an average of at least 74 cities nationwide, 
and they employed diverse repertoires of contention. 

Workers and retirees expressed demands through strikes, workplace 
stoppages, and public gatherings – often staged outside government insti-
tutions or management offices – while coordinated online campaigns and 
public statements amplified mobilization. The diversity of sectors involved, 
the nationwide spread of activity, and the combination of physical and dig-
ital tactics underscore the sustained and multifaceted character of labour 
activism during this period [Deutsche Welle 2024, 13 May]. 

Death of a 34-year-old nurse at Imam Hossein Hospital in Sepidan 
due to severe work-related stress has sparked widespread protests among 
nurses and became a powerful mobilizing symbol, accelerating nationwide 
protests. Nurses demanded improved pay, an end to mandatory overtime, 
adequate staffing, and implementation of the nursing services tariff law. 
Slogans such as: «A nurse will die but will not accept humiliation» and «Ex-
penses in dollars, our wages in rials» captured the fusion of economic pre-
carity and political frustration. While some actions emerged spontaneously, 
the newly formed « Coordinating Council of Nurses’ Protest » played a key 
role in issuing calls for collective action [Qanbarpour 2024, 4 September]. 
The scale and coordination of these strikes disrupted medical services na-
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tionwide, including suspension of nonemergency procedures, underscoring 
nurses’ strategic position within Iran’s broader labour unrest.

Therefore, structurally and in analytical terms, labour and tradeunion 
mobilization across 2024 increasingly took the form of coordinated cam-
paigns that can be grouped into four overlapping categories. First were live-
lihoodoriented campaigns focused on wage erosion, inflation adjustment, 
and pension security, including nurses’ mobilizations and retirees’ demands 
for pension parity. Second were campaigns centred on workplace safety and 
job security, which gained momentum following fatal mining accidents – 
most notably the Tabas incident – and called for stricter safety standards 
and greater state accountability. A third set targeted the approval and im-
plementation of stalled labour legislation, particularly efforts to eliminate 
subcontracting in government employment. Finally, defensive campaigns 
sought to protect labour representatives and associations from repression, 
alongside antidiscrimination initiatives by female workers especially in the 
oil and petrochemical sectors challenging genderbased exclusion [Tehran 
Times 2017, 6 November]. Many of these campaigns combined street-lev-
el protest with digitally mediated tools, reflecting labour activists’ strategic 
adaptation to legal and political constraints [Workers Right Watch 2024, 
December]. 

2.1.2. Labour Protests 2025

Against the backdrop of worsening inflation, sanctions pressure, and de-
clining living standards, labour unrest intensified across multiple sectors in 
2025. Economic disruption following the June conflict, recurrent blackouts, 
rising food and fuel prices, and deteriorating public services fuelled grow-
ing anger over state mismanagement and corruption. According to Work-
ers Rights Watch, nurses, farmers, bakers, industrial workers, truckers, and 
drivers staged coordinated strikes across more than 155 cities during the 
first half of 2025 in response to rising insurance premiums, fuel costs, low 
freight rates, and deepening energy and food crises. These protests increas-
ingly coalesced into more organised nationwide strikes (E’tesabat Sarasari), 
signalling a shift from episodic unrest toward sustained economic disrup-
tion. Complementing these findings, an analysis of 455 labour protests re-
corded during this period showed that demonstrations spread across at least 
83 cities amid accelerating inflation and currency depreciation, which in-
tensified pressure on labour groups [Rasanh 2026, January; Workers’ Right 
Watch 2025, June].

Although labour unrest spanned multiple sectors, retirees, teachers, 
farmers in Isfahan, and bakers emerged as particularly visible focal points 
of collective mobilization around shared socio-economic grievances. Their 
demands centred on delayed wages, salary increases aligned with living 
costs, pension equalization, improved healthcare and social services, and 
resistance to layoffs and exploitative contracting practices. Among these ac-
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tions, the nationwide truckers’ strike in May 2025 – involving approximately 
365,000 drivers – became one of the most prominent labour mobilizations, 
receiving widespread domestic support and international attention. The In-
ternational Transport Workers’ Federation (ITF) condemned judicial threats 
against the drivers and urged Iranian authorities to address their economic 
demands. [Workers’ Right Watch 2025, June] The strike also inspired fur-
ther labour actions, including renewed protests by bakers and teachers. As 
Hadi Ghaemi of the Centre for Human Rights in Iran observed, the mobili-
zation resonated widely because truck drivers were seen not only as defend-
ing their own rights but also exposing broader systemic injustices affecting 
millions [Centre for Human Rights in Iran 2025, 4 June].

2.1.3. Occupational Safety and Workplace Fatalities (2024-2025)

Among the various major issues confronting Iranian labour, unsafe working 
conditions – caused by systematic non‑compliance with safety regulations 
and weak state oversight – stand out as one of the most serious and wors-
ening grievances. Official reporting and human‑rights monitors document 
a sustained rise in workplace fatalities: more than 125 workers were killed 
in work‑related accidents between late December 2023 and June 2024, 
and over 2,100 deaths were recorded during the 1402 Persian year (March 
2023-March 2024), predominantly among construction workers, miners, 
and industrial labourers – many employed informally. A stark example oc-
curred in June 2024, when a landslide at the Shazand Arak sand and gravel 
mine killed four informal workers who lacked accident insurance, highlight-
ing the erosion of safety standards in privatized extractive sectors. 

These patterns persisted into 2025 and helped catalyze labour mobi-
lization. The trend of structural insecurity was further underscored in 2025 
by the Shahid Rajaee Port explosion in Bandar Abbas (April), caused by 
improperly registered hazardous materials and resulting in dozens of fa-
talities and widespread disruption to trade infrastructure, and by the Meh-
man‑Douyeh mine suffocation incident near Damghan, where seven miners 
died from gas asphyxiation. The port blast was particularly consequential 
because Shahid Rajaee is Iran’s largest commercial gateway; the incident ex-
posed regulatory lapses in hazardous‑materials handling, disrupted supply 
chains and local livelihoods, and made safety failures highly visible – there-
by intensifying public outrage and lending symbolic weight to the truckers’ 
strike that originated in Bandar Abbas. Taken together, these cases indicate 
that workplace insecurity in Iran is not episodic but structural, reflecting en-
during deficiencies in labour protection, regulatory oversight, and state ac-
countability – factors that feed into the broader cycle of protest and labour 
contention. These structural failures and highly visible workplace disasters 
not only fuelled labour mobilization but also shaped the state’s subsequent 
responses, revealing a pattern of containment rather than substantive re-
form [Workers’ Right Watch 2025, 2024].
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2.1.4. Government Responses to Labour Mobilization

Even the most authoritarian regimes periodically project a degree of so-
cio-economic responsiveness to sustain minimal legitimacy. In Iran, how-
ever, this logic has been only weakly reflected in state responses to long-
standing labour demands. While authorities occasionally offered selective 
concessions – sometimes through legislative or administrative measures 
– these were accompanied by intensified repression of labour activists, in-
cluding surveillance, crackdowns, arbitrary detentions, and harsh judicial 
sentences.

Beyond overt coercion, the government’s response to labour mobili-
zation in 2024 and 2025, particularly until June 2025, followed two addi-
tional patterns. First, authorities often adopted a passive stance, refraining 
from forcefully dispersing protests or breaking strikes. This inaction sug-
gests a tacit acknowledgment of the protests’ social legitimacy, yet it simul-
taneously resulted in the continued neglect of workers’ demands, even when 
legally grounded or previously promised. Second, although most mobili-
zations yielded few tangible gains, a limited number secured partial and 
tightly circumscribed concessions.

For example, during the truck drivers’ protests, Parliament publicly 
discussed grievances related to fuel quotas, insurance premiums, tire costs, 
and transport rates, leading in June 2025 to modest policy adjustments, 
including moderated insurance fees and revised fuel allocations [Pakzad 
2025, 24 May]. Similarly, sustained mobilization by municipal workers 
contributed to the parliamentary approval of special income bonuses (fou-
qol‘adeh khas) in April 2025, marginally narrowing wage disparities within 
the public sector. These cases illustrate a broader state strategy of contain-
ment rather than resolution, in which selective concessions functioned to 
defuse pressure without addressing the structural roots of labour discontent 
[Workers’ Right Watch 2025, June]. 

2.2. Internal Fragmentation and Instabilities

During 2024-2025, Iran’s political system faced intensifying internal frag-
mentation. Elite rivalries sharpened across executive, parliamentary, and 
unelected institutions, revealing growing tensions within the governing 
coalition. These divisions unfolded alongside mounting economic strain 
and sustained social mobilization, deepening pressures on regime cohe-
sion. Rather than presenting a unified front, the political establishment dis-
played signs of strategic incoherence and institutional competition. At the 
same time, the regime’s long-standing revolutionary legitimacy came under 
heightened scrutiny. Corruption scandals, governance failures, and the per-
sistence of political repression eroded public trust, while labour, women, 
and ethnic rights movements continued to articulate demands that chal-
lenged not only policy performance but the foundations of the political or-
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der itself. Together, these dynamics exposed structural vulnerabilities within 
the state and amplified the risk of systemic instability.

These pressures became especially visible at the outset of 2024, when 
the regime’s efforts to mobilize mass participation for the 11 February an-
niversary of the «1979 Islamic Revolution» failed to generate the expected 
public turnout. The muted response to what has long been a core ritual of 
regime legitimacy signalled a widening disconnect (gap) between state and 
society and marked an early indicator of the political and symbolic chal-
lenges that would continue to confront the Islamic Republic throughout 
the year. This disconnect was further laid bare when, despite the Supreme 
Leader’s early-2024 campaign urging participation in the parliamentary 
elections as a means of confronting «the enemies» [Reuters 2024, 3 July], 
the March vote was met with widespread boycotts – official turnout reached 
only around 30% nationwide and just 15% in Tehran, while independent es-
timates suggested participation as low as 8.2% – underscoring the depth of 
public disillusionment with electoral politics and the regime’s mechanisms 
of consent [Mazaheri 2024, 26 March; Hafezi 2024, 4 March]. 

The sudden death of President Ebrahim Raisi and Foreign Minister 
Hossein Amir-Abdollahian in a helicopter crash on 19 May 2024 further 
destabilized Iran’s already fragile domestic political landscape [Hafezi and 
Ehab 2024, 21 May]. Occurring shortly after the March parliamentary elec-
tions – marked by one of the lowest voter-turnout rates in the Islamic Repub-
lic’s history – the incident forced the regime to organize an early presiden-
tial election within the constitutionally mandated 50-day window. The 28 
June presidential election, culminating in the contested victory of Masoud 
Pezeshkian, unfolded amid severe economic strain, intensifying regional 
and international pressures (which will be discussed later in the foreign pol-
icy section), and a profound crisis of public legitimacy. Voter participation 
remained historically low: the first round was boycotted by at least 60% of 
eligible voters – the lowest turnout since 1979 – while the second round on 
5 July saw only a modest increase to 49.6% by the regime’s own figures, still 
reflecting widespread disengagement. Supreme Leader Ali Khamenei’s sub-
sequent attribution of low turnout to an externally orchestrated campaign 
of «despair» underscored the regime’s growing reliance on externalization 
narratives to deflect responsibility for deepening governance failures [Foun-
dation for Defense of Democracies 2024, 6 July].

Raisi’s death was politically consequential not merely because he was 
the sitting president, but because he was one of the Islamic Republic’s most 
strategically groomed figures. His rise to the presidency in 2021 was widely 
realized as a managed process: the electoral field was effectively engineered 
to ensure his near-uncontested victory, reflecting elite consensus around his 
role as a loyal custodian of the regime’s revolutionary ideology. Unlike his 
predecessor, the moderate Hassan Rouhani, Raisi demonstrated an ideo-
logical and political alignment with Supreme Leader Ali Khamenei, rein-
forcing widespread perceptions that he was being positioned as a potential 



Iran 2024-2025

507

successor to the 85-year-old leader [Glinski 2024, 30 May]. During his ten-
ure, power became increasingly centralized across both domestic and for-
eign policy domains. Raisi presided over an intensified authoritarian turn, 
most notably through the brutal suppression of the youth-led «Woman, Life, 
Freedom» uprising, triggered by repressive social controls such as compul-
sory hijab laws [Human Rights Watch 2023, 15 September]. The state’s reli-
ance on lethal force, mass arrests, and sustained surveillance continued well 
beyond the peak of the protests, further eroding societal trust. Against this 
backdrop of economic deterioration, political repression, and legitimacy 
decline, Raisi’s sudden death represented fresh uncertainty into a political 
system already under acute strain.

3. Economic Crisis and Governance Failure

Throughout 2024-2025, Iran’s economy deteriorated under the combined 
pressures of structural inefficiencies, sustained sanctions, and escalating re-
gional confrontation. Despite political transition following President Ebra-
him Raisi’s death, underlying fiscal and monetary distortions persisted, 
contributing to inflation, currency depreciation, and declining industrial 
output. 

3.1. Structural Mismanagement and Internal Economic Failures

Iran’s contemporary economic crisis reflects long-standing structural dys-
function, later intensified by external sanctions pressures. The 2018 Unit-
ed States withdrawal from the Joint Comprehensive Plan of Action marked 
an important inflection point by reimposing sanctions and exacerbating 
currency instability, but the underlying vulnerabilities predated this shift. 
Decades of systemic corruption, chronic fiscal mismanagement, persistent 
budget deficits financed through Central Bank support, and the dominance 
of state-linked monopolies – including entities affiliated with the Islamic 
Revolutionary Guard Corps – had already weakened productive capacity 
and constrained domestic growth [Sahit 2025, 9 May]. 

By 2024, these structural weaknesses were fully manifest in macroe-
conomic performance. International Monetary Fund [2024, October] and 
World Bank [World Bank Group 2024, 3 April] estimates placed annual in-
flation at approximately 32.5-35.8%, with GDP growth projected at around 
3.7%. Domestic sources reported higher inflation exceeding 37% and weak-
er growth closer to 3%, reflecting tighter fiscal conditions and reduced 
policy flexibility [Statista 2026, 21 January; Donyaye-Eghtesad 2025, 22 
October]. Across international and domestic sources, Iran’s macroeconom-
ic performance in 2024 reflected persistently weak growth, underscoring 
ongoing monetary and fiscal instability and indicating a deeper structural 
deterioration rather than a cyclical slowdown.
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Economic conditions deteriorated further in 2025 amid escalating re-
gional tensions, including the June confrontation with Israel, and the reacti-
vation of pre-2015 United Nations «snapback» sanctions in late September. 
In its October 2025 assessment, the World Bank projected a contraction 
of -1.7% in 2025 and -2.8% in 2026, driven by declining export revenues, 
weakening non-oil activity, and the disruptive effects of intensifying geopo-
litical tensions and risks [World Bank Group 2025a, October]. These shocks 
accelerated capital flight, reignited inflation expectations, and precipitated 
a steep decline in domestic financial markets: the Tehran Stock Exchange 
fell by approximately 26% from its May 2025 peak, while the Iranian rial 
reached historic lows by December, having lost nearly half its value between 
mid-2024 and early 2025 [International Crisis Group, 2025, October]. 

Inflationary pressures intensified throughout 2025, particularly in 
food and essential goods markets. Food inflation rose from earlier stabilisa-
tion in 2024 to 58% by September 2025 and approximately 72% by Novem-
ber. Prices of basic commodities increased sharply, including legumes (over 
250%), rice (over 150%), and meat (25-30%), indicating severe volatility in 
household consumption costs [Donyaye-Eghtesad 2025, 22 October]. In-
dependent estimates suggest that overall inflation likely exceeded official 
figures, approaching or surpassing 40% by late 2025.

These dynamics produced a sharp deterioration in living standards 
and a rapid expansion of poverty. By 2024, independent and domestic es-
timates indicated that approximately 36% of Iran’s population – nearly 30 
million people – were living below the poverty line, a figure confirmed by 
Iran’s Parliament Research Center and domestic economic reporting and 
representing the highest level recorded in more than a decade [Khabar On-
line 2025, 29 November]. Official acknowledgements were broadly consist-
ent with these findings: in September 2024, former welfare minister Ahmad 
Meydari conceded that at least 30% of the population (approximately 25 
million people) were living in poverty, while around 6% (roughly five mil-
lion individuals) were in extreme poverty [Donyaye-Eghtesad 2025, 22 Oc-
tober; Khajehpour 2024, 31 October]. 

Beyond official and semi-official estimates, alternative projections 
suggested a significantly deeper crisis. Government-affiliated economists, 
including Hossein Raghfar, and international-facing domestic reporting in-
dicated that up to half of the population – over 40 million people – may al-
ready be living below the poverty line [Khabar Online, 2025, 10 November]. 
The government’s upward revision of the official poverty line in October 
2025 – by nearly 70% within a single year – further underscored the extent 
of purchasing-power compression and implicitly acknowledged the scale of 
income erosion [World Bank 2025b, October].1 

1.  For a more detailed analysis of the Iranian economy, see World Bank Group 
[2024, Spring].
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By late 2025, labour mobilisation intensified, with coordinated work-
place action and bazaar strikes following sharp currency depreciation. The 
participation of the merchant class, given its historical significance, was par-
ticularly notable [Adib-Moghaddam 2018, 3 July; Jonoobi 2016].

3.2. Sanctions, Geopolitics, and External Constraints 

These internally generated vulnerabilities did not operate in isolation but 
were significantly intensified by a tightening external environment shaped 
by sanctions, geopolitical escalation, and growing international economic 
isolation. Since 2018, Iran has confronted increasingly severe external eco-
nomic pressures, most notably the expansion of international sanctions that 
curtailed foreign investment, deepened banking and financial isolation, 
and sharply restricted access to global markets. Beyond formal sanctions, 
the Islamic Republic faced persistent constraints in terms of limited invest-
able resources, weak institutional transparency, and the absence of a credi-
ble and internationally integrated banking system, all of which undermined 
its attractiveness to foreign investors and constrained access to external fi-
nance. In response to these constraints, Tehran pursued a strategic eastward 
reorientation – commonly framed as the «Look East» policy – seeking long-
term cooperation arrangements with China and Russia [Snegovaya, Fenton 
and Dolbaia 2025, 4 September].

Slowing GDP growth to 3.7% in 2024/25 (the Iranian calendar year) 
marked the weakest performance in five years and reflected a sharp decel-
eration in the hydrocarbon sector. According to the World Bank, oil GDP 
growth fell to 4.6% from 18.8% a year earlier, underscoring the combined 
effects of weaker demand, sanctions-related constraints, and chronic under-
investment [World Bank Group 2025b, October]. Given that hydrocarbons 
remain the state’s principal source of fiscal revenue and foreign exchange, 
this slowdown exposed the structural fragility of Iran’s growth model. 

Within this context of oil-sector vulnerability, Iran-China economic 
relations deepened under the 25-year comprehensive strategic partnership 
[Salmiati and Kumar 2024]. As sanctions tightened and export channels 
narrowed, China absorbed the overwhelming share of Iranian crude – typ-
ically at discounted prices – while bilateral non-oil trade exceeded $26 bil-
lion in early 2025 [Tehran Times 2025, 8 February]. Although expanded 
sales to China partially stabilized export volumes in 2023-2024, this reli-
ance did not produce durable fiscal consolidation; instead, it entrenched 
asymmetric dependence and tied Iran’s macroeconomic stability to a single 
external buyer. By 2025, China reportedly absorbed over 90% of Iranian 
crude exports (approximately 1.3-1.4 million barrels per day), while bilater-
al trade remained structurally imbalanced, with Chinese exports significant-
ly exceeding Iranian non-oil exports [Reuters 2026, 13 January]. Despite 
the headline 25-year cooperation framework, major Chinese state-owned 
enterprises continued to exercise caution under U.S. secondary sanctions, 
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limiting large-scale investment and often resorting to discounted pricing, 
barter mechanisms, or Renminbi settlements. As US «maximum pressure» 
intensified, Beijing calibrated its engagement to safeguard its broader re-
gional and global interests – particularly vis-à-vis Washington – thereby con-
straining the structural economic gains available to Iran.

Alongside expanded energy cooperation, Iran sought deeper integra-
tion into China’s Belt and Road Initiative, including the establishment of 
the Qom-Yiwu-Europe rail corridor in 2024 and a 2025-2027 connectivity 
roadmap. Tehran’s accession to BRICS in 2024 and its enhanced role within 
the Shanghai Cooperation Organization further signalled a strategic east-
ward pivot. Yet these developments did not fundamentally alter the asym-
metrical structure of the relationship [Mazaheri 2025, 4 July]. Sanctions, 
limited capital inflows, and continued reliance on discounted oil exports 
constrained tangible economic gains. The partnership faced practical tests 
during the June 2025 Israel-Iran crisis, when Beijing offered diplomatic 
backing but avoided security commitments that might escalate tensions with 
the United States. President Masoud Pezeshkian’s September 2025 visit to 
Beijing aimed to consolidate cooperation, but China maintained a prag-
matic, interest-driven approach rather than entering into a formal defence 
arrangement. 

While China functions as Iran’s primary economic lifeline amid tight-
ening Western sanctions, Russia has concurrently emerged as a strategic 
partner, providing targeted investment and infrastructural support. Lever-
aging Tehran’s eastward reorientation, Moscow has sought to deepen its 
role across key sectors – including energy, mining, industry, and transport 
– complementing Iran’s dependence on China while navigating the con-
straints of sanctions and limited access to global financial markets [Azizi 
2025; Belov and Ranjbar 2024]. 

Since 2024, Russia has consolidated its position as Iran’s most sig-
nificant foreign investor, with projected commitments of up to $8 billion 
for 2024-2025, of which approximately $5 billion had reportedly been for-
malized by mid-2025. This represented a sharp increase from the estimat-
ed $2.76 billion invested during 2022-2023, which nonetheless accounted 
for nearly two-thirds of Iran’s total foreign direct investment in that period 
[TASS 2025, Eghtesadonline 2025, 5 June]. Crucially, this quantitative ex-
pansion of economic cooperation did not occur in isolation but was institu-
tionalized politically in January 2025, when President Masoud Pezeshkian 
and President Vladimir Putin signed a Comprehensive Strategic Partnership 
Agreement in Moscow [Rasanah 2025, 25 February]. This accord translated 
earlier economic coordination into a formal long-term framework aimed 
explicitly at sustaining bilateral integration under conditions of continued 
Western sanctions. Subsequent engagement at the 19th Iran-Russia Joint 
Economic Commission later in 2025 further consolidated this trajectory, 
with senior officials concluding additional agreements in energy, transit 
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infrastructure, and trade facilitation, thereby operationalising the institu-
tional commitments established earlier in the year. [Joint Economic Coop-
eration Commission 2026, 16 February; Tehran Times2026, 16 February]. 

Energy and infrastructure cooperation have been central to this rap-
prochement. In early 2025, Tehran and Moscow agreed on the route of a 
major gas pipeline, initially delivering 2 billion cubic metres (bcm) per year, 
with long‑term potential up to 55 bcm annually; concurrently, a Russian 
consortium led by Zarubezhneft and Lukoil signed a $4 billion agreement 
to develop seven southern Iranian oilfields, collectively aiming to increase 
output by an estimated 200,000 barrels per day [Bramston & Associates 
2025, 1 May]. Transit infrastructure has also expanded under the Interna-
tional North-South Transport Corridor (INSTC): a 2025 transit roadmap 
for the Rasht-Astara railway was adopted, and cargo throughput along the 
corridor grew by 19% in 2024, reaching 26.9 million tons [Hussain, Malik 
and Mahmood 2024; Avdaliani 2025, 26 August]. Complementing these 
developments, a fullscale Free Trade Agreement (FTA) with the Eurasian 
Economic Union (EAEU) entered into force on 15 May 2025, significantly 
reducing tariffs on over 90% of goods and creating conditions for expanded 
preferential trade with Russia and other EAEU members. This agreement, 
alongside enhanced financial linkages and reciprocal payment mechanisms, 
is expected to support mutual trade turnover exceeding $10 billion annual-
ly [Eurasian Economic Commission, 2025, 15 May; International Informa-
tion Group 2025, 17 March].

4. Iran’s Foreign Policy 

Iran’s foreign policy was significantly reshaped in 2024-2025 by a combina-
tion of regional, diplomatic, and domestic developments. The weakening 
of Tehran’s regional network – marked by setbacks to key allied actors and 
the collapse of the Assad government in late 2024 – reduced its strategic 
depth and altered its deterrence environment. At the same time, direct con-
frontation with Israel, renewed nuclear escalation, and the reimposition of 
UN sanctions intensified external pressure. While Iran continued to pur-
sue eastward alignment with Russia and China and maintained cautious 
engagement with Gulf states, its foreign policy increasingly reflected con-
straint and adjustment rather than expansion.

4.1. Collapse and Recalibration of the ‘Axis of Resistance’

By 2024, the shifting strategic landscape of the Middle East had begun to 
exert significant pressure on Iran’s regional posture, forcing Tehran toward 
increasingly consequential choices in 2025. Nowhere was this more appar-
ent than in the weakening of the «Axis of Resistance» – a network designed 



Anahita Motazed Rad

512

to project deterrence through allied non-state actors while keeping conflict 
away from Iran’s borders. Built on strategic depth, delegated deterrence, 
and hybrid warfare capabilities in Syria and Lebanon, this model had long 
underpinned Iran’s regional strategy, but between 2023 and 2025 it proved 
increasingly unsustainable both politically and militarily.

The immediate catalyst for this shift was the 7 October 2023 Hamas 
attack on Israel, which triggered a cycle of escalation that Tehran was unable 
to control. Israel’s subsequent military campaign in Gaza not only led to the 
effective decimation of Hamas’s military capabilities but also exposed the 
limitations of Iran’s regional alliance. Despite expectations of multi-front 
escalation, key partners – most notably Hezbollah – remained constrained, 
engaging only in calibrated exchanges. This revealed a growing gap be-
tween Iran’s strategic ambitions and the willingness or capacity of its allies 
to absorb escalating costs [Mansour and Al-Shakeri 2025, 6 March].

Israel further intensified pressure through a series of strikes targeting 
Iranian and allied assets across the region. Beginning with the April 2024 
attack on Iran’s consulate in Damascus and expanding through 2025, these 
operations focused on degrading leadership structures and strategic infra-
structure across Gaza, Lebanon, and Syria [Carl 2024, 10 December]. The 
killing of senior Hezbollah figures, including Hassan Nasrallah, and the 
destruction of key military assets significantly weakened Iran’s reliance on 
proxy forces. This position was further undermined by the collapse of the 
Assad regime in late 2024, which eliminated a key state ally and disrupted 
Iran’s regional depth and logistical corridors [Hamdach 2025, 7 May; ITIC 
2024, 12 December].

4.2. Direct Confrontation, Nuclear Escalation, and Sanctions

The transition from managed indirect conflict to direct confrontation in 
2024-2025 fundamentally reshaped the strategic role of Iran’s nuclear 
programme. As Tehran’s regional deterrence architecture weakened, the 
nuclear file shifted from a calibrated bargaining instrument to a central 
component of deterrence, regime security, and strategic hedging. In this 
context, the nuclear programme was no longer merely a source of external 
pressure or diplomatic contention, but a compensatory strategic asset with-
in Iran’s evolving security framework. For over a decade, Tehran had sought 
to compartmentalize the nuclear issue from regional escalation, relying on 
proxy deterrence to maintain strategic distance; by 2025, this separation 
had largely collapsed.

Following the re-imposition of «maximum pressure» in early 2025, 
Iran’s nuclear diplomacy entered a volatile phase shaped by coercive dead-
lines and limited engagement. In March 2025, U.S. President Donald 
Trump issued a 60-day deadline for a new agreement while intensifying 
sanctions and signalling escalation risks tied to Iran’s regional policies. Sub-
sequent Omani-mediated talks between April and May produced a tempo-
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rary diplomatic opening but failed to resolve core disputes, particularly over 
uranium enrichment. Iran’s insistence on maintaining enrichment capacity, 
in contrast to U.S. demands for its elimination, underscored the growing 
strategic value Tehran attached to the programme. At the same time, Is-
raeli’s signalling of potential military action further constrained diplomatic 
space and heightened escalation risks [Lob 2025, 5 November].

This strategic shift was reflected in a January 2025 International 
Atomic Energy Agency report warning of a «very worrisome» acceleration 
in enrichment activity, highlighting Iran’s increasing reliance on its nucle-
ar programme as a deterrent amid mounting military vulnerability. Diplo-
matic stalemate ultimately culminated in June 2025, when Israel, joined 
by the United States, launched direct strikes against Iranian targets. This 
marked the first large-scale direct interstate confrontation between the two 
sides, breaking the long-standing pattern of indirect conflict. Rather than 
restoring deterrence, the confrontation reinforced the securitization of the 
nuclear file and intensified internal debates within Iran regarding nuclear 
escalation as a response to strategic exposure [Gramer, Schwartz, and Ba-
zail-Eimil 2025, 11 April].

In the aftermath of the conflict, the limited space for diplomacy nar-
rowed further. In August 2025, the E3 (France, Germany, and the United 
Kingdom) triggered the UN «snapback» mechanism, leading to the resto-
ration of pre-2015 sanctions by September. This move reflected growing 
concern that Iran’s nuclear posture had shifted beyond tactical bargaining 
toward longer-term strategic hedging. Tehran, supported diplomatically by 
Russia and China, rejected the sanctions, underscoring both its increasing 
isolation and the limits of alternative alignments in compensating for lost 
engagement with the West.

The crisis deepened in November 2025 when the IAEA Board of Gov-
ernors called on Iran to clarify outstanding safeguards issues and restore in-
spections, prompting a sharp rejection from Tehran and further entrench-
ing positions on all sides [International Crisis Group 2025, December].

4.3. Strategic Retrenchment and the «Look East» Turn 

Building on its long-standing «Look East» doctrine, Iran’s relations with 
Russia and China evolved from symbolic alignment to institutional consol-
idation centred on economic integration, energy security, and coordinated 
resistance to Western pressure. At the same time, the depth and durability 
of these bilateral partnerships were put to a renewed test following Iran’s 
regional setbacks in 2024-2025, prompting a recalibration in the trajectory 
of the relationship. Tehran’s accession to BRICS in 2024 and its active par-
ticipation in the Shanghai Cooperation Organization (SCO) formalized its 
integration into China-centred multilateral frameworks and enhanced its 
diplomatic visibility while offering only limited economic insulation under 
sustained sanctions. The 25-Year Comprehensive Cooperation Plan contin-
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ued to serve as the principal bilateral framework, structuring cooperation in 
energy, infrastructure, and trade. Yet the partnership increasingly reflected 
pragmatic coordination as China remains Iran’s primary economic outlet 
under sanctions, while Tehran occupies a secondary but functional role with-
in Beijing’s broader strategy of regional stability and energy diversification.

The June 2025 Israel-Iran war subjected this eastward strategy to a 
critical test. Although Beijing provided diplomatic backing, emphasized 
Iranian sovereignty, and opposed escalation, it refrained from offering se-
curity guarantees or material military support that could risk confrontation 
with the United States or Israel. This calibrated response still exposed long 
structural asymmetry: Iran relies heavily on China for economic and dip-
lomatic cover, whereas China approaches Iran primarily through the lens 
of stability management and great-power competition. Even in the security 
domain, cooperation has remained carefully bounded. Participation in joint 
naval drills such as the Maritime Security Belt 2025 exercise in the Gulf of 
Oman signalled operational coordination, but these activities were confined 
to maritime security scenarios rather than comprehensive military integra-
tion [The Arab Weekly 2025, 1 September]. Post-war defence assessments 
indicate no confirmed major Chinese arms transfers to Tehran, underscor-
ing Beijing’s continued caution [Kasapoğlu 2025, 9 September]. Although 
multilateral inclusion enhanced Tehran’s diplomatic visibility and opened 
alternative financial channels, it proved insufficient to offset the structural 
constraints imposed by sanctions, conflict exposure, and Beijing’s broad-
er geopolitical risk calculations. Within this context, Iran’s expectations of 
deeper strategic reciprocity remained limited by China’s regional balancing 
strategy and sensitivity to secondary sanctions. Yet despite evident disap-
pointment, Tehran continues to deepen engagement and preserve the part-
nership even in the absence of robust reciprocal support, recognizing that 
the «Look East» turn has evolved less into bloc consolidation.

In the case of Russia, bilateral relations in 2024-2025 moved beyond 
predominantly economic and energy cooperation toward a more politically 
institutionalized partnership marked by strategic coordination. The 17 Jan-
uary 2025 signing of a 20-year Comprehensive Strategic Partnership Treaty 
by President Masoud Pezeshkian and President Vladimir Putin formalized 
cooperation across defence, energy, trade, and multilateral diplomacy, super-
seding earlier agreements from 1993 and 2001 [Siddiqa 2025, 4 March]. Al-
though the treaty signalled deeper alignment, it deliberately avoided binding 
mutual-defence commitments, reflecting both sides’ preference for strategic 
flexibility in managing third-party relations [The Sentinel 2025, 9 June].

Security coordination also intensified, albeit selectively. Iran’s provi-
sion of military assistance to Moscow during the Ukraine war – particularly 
in unmanned aerial systems – was accompanied by expanded defence-in-
dustrial cooperation, joint naval drills, cyber engagement, and satellite co-
ordination. Yet, as with China, expectations of reciprocal strategic backing 
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proved constrained. Following the June 2025 U.S.-Israeli strikes on Irani-
an nuclear facilities, Russia limited its response to diplomatic and political 
support, condemning the attacks in multilateral forums, raising the issue 
at the UN Security Council, and reaffirming the January 2025 partnership 
treaty. The absence of material or military backing exposed the asymmetry 
underlying the relationship and contributed to growing disappointment in 
Tehran, if not a gradual erosion of trust. This has not, however, produced 
rupture, but it has contributed to a more cautious and interest-driven reas-
sessment of expectations [Azizi 2025; Rasanah 2025]. 

Overall, the warming of Iran’s relations with China has unfolded 
against a backdrop of growing disappointment with Moscow. While there 
is no indication that Tehran is abandoning Russia, it has clearly sought to 
diversify its strategic options – particularly in advanced weapons procure-
ment, where Russian delivery has fallen short of expectations [Nadimi 2025, 
30 December]. The performance of Iran’s air defence systems during the 
war with Israel exposed operational vulnerabilities, intensifying efforts to 
acquire more sophisticated platforms such as the S-400 and Su-35 from Rus-
sia or comparable systems from China. Competition over these systems may 
ultimately serve as a practical measure of each partner’s willingness to trans-
late political alignment into material support [Davidi 2025, 12 November]. 

Within this context, Tehran appears intent on reshaping its external 
posture – not as a subordinate actor within an anti-Western bloc, but as a re-
gional power cultivating differentiated partnerships with China, India, and 
Southeast Asian states. Looking ahead, Iran’s relations with both Russia and 
China are likely to operate along a spectrum between transactional coop-
eration and structured coordination – advancing where interests converge 
while preserving flexibility and strategic distance. The 2024-2025 period 
therefore underscores a central paradox of the «Look East» turn: sanctions 
and geopolitical isolation have accelerated partnership consolidation, but 
they have not eliminated asymmetry, limited reciprocity, or strategic cau-
tion. Rather than bloc formation, what has emerged is a pattern of calibrat-
ed interdependence shaped by mutual convenience and constrained trust.

5. Conclusion

During 2024-2025, the Islamic Republic of Iran encountered an acute con-
vergence of domestic fragility and external constraint that exposed the cu-
mulative limits of its governance and foreign policy model. These years 
marked a period in which long-standing structural weaknesses – economic 
mismanagement, institutional fragmentation, and declining state capacity – 
interacted with intensifying regional instability and a deteriorating interna-
tional environment, placing the regime under sustained multidimensional 
strain. 
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Domestically, persistent economic hardship, soaring inflation, rising 
unemployment, and declining living standards pushed poverty to alarming 
levels. Social discontent, initially dispersed and sporadic, became a consist-
ent feature of everyday life, with protests driven by demands for higher wag-
es and basic economic relief. The state’s response remained predominant-
ly coercive, relying on surveillance, arrests, dismissals, and legal sanctions 
rather than substantive policy adjustment. The political transition following 
President Raisi’s death in May 2024 and the subsequent formation of a re-
formist-led administration under Pezeshkian did not generate meaningful 
institutional recalibration. Instead, intensified parliamentary consolidation 
by conservative factions further entrenched intra-elite fragmentation, limit-
ing executive capacity and reinforcing policy inertia.

Externally, Iran’s regional environment deteriorated significantly. 
The weakening of its traditional network of regional partners, alongside 
the collapse of key strategic footholds and sustained conflict dynamics in 
Gaza and Lebanon, constrained the operational effectiveness of the «Axis of 
Resistance» framework. At the same time, the transition from indirect con-
frontation with Israel to episodes of direct military escalation underscored a 
shift in the regional security architecture that reduced Iran’s strategic ambi-
guity and increased its exposure to direct deterrence pressures. In response, 
Tehran intensified efforts to consolidate its «Look East» orientation through 
closer engagement with China and Russia. However, these partnerships re-
mained largely asymmetrical and insufficiently institutionalized to offset 
sanctions pressures or provide substantive security guarantees, thereby lim-
iting their capacity to function as a durable strategic alternative. 

Taken together, these dynamics indicate that Iran’s conduct during 
2024-2025 was increasingly shaped by constraint-driven adaptation rath-
er than expansionary strategy. Across regional, diplomatic, economic, and 
domestic domains, policy behaviour reflected a progressive narrowing of 
strategic options under cumulative systemic pressure, rather than the pur-
suit of a coherent agenda of influence maximization. Decision-making in-
creasingly prioritized regime preservation, deterrence maintenance, and 
the mitigation of structural vulnerability, signalling a shift towards adaptive 
crisis management rather than long-term strategic redesign. Overall, Iran’s 
trajectory in this period reflects multidimensional strategic retrenchment 
driven by the mutual reinforcement of regional setbacks, economic strain, 
and domestic instability, resulting in a gradual erosion of policy autonomy 
and reduced strategic flexibility.
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