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Khodorkovsky Trial Will Offer Window on Kremlin
GREGORY L. WHITE and ANDREW OSBORN

MOSCOW -- As Russian prosecutors begin to present a new case against Mikhail Khodorkovsky on Tuesday, the highly politicized trial is being watched more for hints about today's murky Kremlin infighting than for the massive alleged embezzlement with which the jailed oil tycoon stands charged
.2,7

"The new Khodorkovsky trial raises the question: how much will power and politics in Russia really change," said Alexei Makarkin, an analyst at the Center for Political Technologies, a Moscow political consultancy. "There are some signals that show liberalization is possible, and there are others from clans in power that show liberalization is dangerous
."7

The first case -- which saw Mr. Khodorkovsky, then chief executive of Yukos and one of Russia's richest men, convicted of fraud and tax evasion, and Yukos, the country's largest oil company, broken up and largely nationalized -- was a milestone in then-President Vladimir Putin's drive to tighten Kremlin control.

The new case against Mr. Khodorkovsky is a litmus test for his hand-picked successor, Dmitry Medvedev, a lawyer who has said that strengthening Russia's weak judiciary is a major priority in building a more democratic society
.7

Though not yet backed up by many actions, Mr. Medvedev's liberal rhetoric has fueled hopes among some politicians and observers that the Kremlin aims to ease its grip on society and the economy
.2,3,7 Even Mr. Khodorkovsky hinted at that in comments published Monday on his defense team's Web site, citing indications of easing of political control as "signs of positive institutional changes."

Analysts said the case could be the beginning of a new public campaign against Russia's wealthy tycoons -- a convenient target as the economic crisis deepens -- or a warning shot from the hard-liners thought to have been behind the case from the start, or both
.2,3,7 "This could become an important moment in the clash between the clans," Mr. Makarkin said.

Publicly, Mr. Medvedev has said the new case is one for the courts to decide. But even some Russian officials now admit privately that the five-year campaign against Mr. Khodorkovsky and Yukos was driven by the desire to crush a billionaire perceived as a threat to the Kremlin's control over politics and the economy, using manipulated back-tax claims to drive his company into bankruptcy
.11 Most of the Western courts that have taken up related cases also have said the attack on Yukos appeared politically motivated.

Mr. Khodorkovsky was arrested in late 2003 on the eve of parliamentary elections and sentenced in 2005 to eight years in prison for tax evasion and fraud
.2,7 Yukos was slapped with tens of billions of dollars in back-tax claims shortly after his arrest. Major assets were seized and taken over by state companies, while Yukos, a favorite stock among foreign investors, was declared bankrupt.

Western courts' skepticism of their Russian counterparts' handling of the Yukos case have complicated efforts by the Kremlin to sell some of Yukos's assets. In addition, the Russian government could face a potentially huge judgment in a case brought by Yukos in the European Court of Human Rights in Strasbourg, France. In that case, Yukos is seeking compensation for the back-tax claims and the bankruptcy of the company.

Last month, Russia's justice minister complained that the Strasbourg court, where the Kremlin has lost a series of politically sensitive cases in recent years, appeared biased against Russia.

Some observers said the new case could be an effort by the Kremlin to put on a more convincing trial than the last one. "The first trial was carried out in a crude way," said Lev Ponomarev, a prominent human-rights activist. "This one will be more professional. The verdict will be the one that's needed."

Russian prosecutors have described the events at the center of the new case as an unprecedented fraud. Their main charge is that Mr. Khodorkovsky and his friend and business partner, Platon Lebedev, embezzled about $30 billion of Yukos oil over six years and laundered a large part of the money earned from selling it.

Prosecutor General Yuri Chaika told the official newspaper last month that he was confident prosecutors would win the case. "In the history of modern Russia, there's never been such a large theft," he said.

Mr. Khodorkovsky and his defenders denounce the case as absurd, noting that all of the transactions were fully reflected in the company's public accounts and the proceeds used to pay salaries, taxes and other costs.

"The charges are 100% completely ridiculous," said Bruce Misamore, who was Yukos's chief financial officer for most of the period. "It's a combination of accounting naivete and the fact that it's a political trial."

Former government officials also have said the transactions were legal under Russian law at the time
.11
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2,7 OMISSION OF KEY FACTS and ONE-SIDED PERSPECTIVE: If the “trial is being watched more for hints about today's murky Kremlin infighting than for the massive alleged embezzlement with which the jailed oil tycoon stands charged,” then this is the result of a choice made by observers, the Wall Street Journal editors and the writers White and Osborn.  To be factual, they should address, at least in a sentence, the charges against Khodorkovsky and how he got his wealth. Omitted is his involvement in the theft of the century – the 1996 ‘loans-for-shares’ deal between then embattled Russian President Boris Yeltsin and a group of oligarchs including Khodorkovsky. The authors omit Khodorkovsky’s shady acquisition of 86 percent of the Yukos oil company which he was eventually forced to give up when arrested by Putin in 2003.


7 ONE-SIDED PERSPECTIVE: This paragraph encapsulates the authors’ entire approach to the Khodorkovsky case – that it is a test of the Medvedev-Putin regime’s commitment to the rule of law.  If Khodorkovsky is convicted, it is inferred, there is no rule of law in Russia.  It doesn’t set well with the analysts that Khodorkovsky, Boris Berezovsky and Vladimir Gusinsky (deprived of empires, exiled or imprisoned) were targeted, while other oligarchs engaged in the same activities continued their financial careers unimpeded. It’s true that the latter capitulated to Putin’s conditions to stay away from politics and assist the state in his economic projects. This, however, does not mean that the charges leveled against Khodorkovsky and other oligarchs are trumped up or irrelevant.


7 ONE-SIDED PERSPECTIVE: Again White and Osborn approach the Khodorkovsky case purely as a test for the regime’s commitment to the rule of law and democracy.  If Khodorkovsky is convicted, the reader is being told, there is no rule of law in Russia.


2,3,7 OMISSION OF KEY FACTS, INACCURATE STATEMENT/DATA and ONE -SIDED PERSPECTIVE: It is inaccurate that Medvedev has taken no steps and issued only words of a liberal nature.  Granted, the steps have been small, but some have been taken.  Medvedev introduced a few political reforms that somewhat loosen up the political system and are in the process of being passed by the Russian legislature.  They include: (1) guarantee of representation for voters who voted for parties that receive less than 7-percent in Duma elections by giving them one or two seats if the receive more than 5 or 6 percent of the vote respectively; (2) granting the right to nominate regional gubernatorial candidates to parties that win regional parliamentary elections; (3) a reduction of the minimum number of signatures parties required to collect in order to register and  run candidates in elections; (4) a reform of the Federation Council stipulating that only candidates who have gone through local elections (regional parliamentary or city or district council or mayoral elections) can become senators; (5) a reduction in the number of party members needed to be registered as a party; (6) the mandatory rotation of party leaders (a measure that will limit Premier Putin’s tenure as head of the United Russia party); (7) the introduction of control over the mayors by local self-government bodies; (8) the inclusion of the Public Chamber in legislative work; (9) guarantees for reporting on the work of parliamentary parties in the state mass media; and (10) the gradual strengthening of freedom of speech in the mass media through technological innovation for the distribution of information.  Medvedev also has adopted a law somewhat tougher on corruption.  He has begun drafting plans for a judicial reform to shore up the judiciary’s independence, though this is unlikely to seriously affect the Khodorkovsky trial.  In jihad-riven Ingushetia, Medvedev replaced the corrupt and incompetent Putin-appointed president Murat Zyazikov with Yunus-bek Yevkurov, who has included in his government opposition figures and allies of popular former Ingushetia president Ruslan Aushev removed from power by Putin.  Yevkurov also held a Congress of the Ingush People, which allowed the population’s leaders to discuss before Yevkurov the republic’s problems and to help fashion solutions.  Yevkurov has also instituted a political reform by pushing for the establishment of local self-administration, which has been put off in Ingushetia since the republic’s establishment in 1991.  Medvedev has established a federal investment program of $1billion for the poverty-stricken republic in an effort to battle jihadism, criminality, and corruption.  Medvedev also stepped in to protect a local police chief who Putin wanted fired because he refused to crackdown on demonstrations in Vladivostok against raising tariffs on imported cars, forcing the federal authorities to send in MVD forces from Moscow.  All of the above are not words, they are actions.


2,3,7 OMISSION OF KEY FACTS, INACCURATE STATEMENT/DATA and ONE -SIDED PERSPECTIVE: Since the case was announced before the onset of the economic crisis, a campaign against oligarchs because of the state’s need to contain them during the crisis cannot be the explanation for the case.  The second explanation – a warning shot from the siloviki – is certainly possible.


11 UNIDENTIFIED SOURCE: The authors use unidentified “Russian officials” as a source.  It needs to be noted that very few, from the beginning, have ever denied that there was a political motive behind the Khodorkovsky prosecution.  Definitely there was. But the presence of such a motive does not negate the fact that Khodorkovsky stole billions of USDs in state property, as did the other oligarchs of the 1990s. This does not mean that one side (state) is made up of all bad guys, and the other (oligarchs) is made up of all good guys – which remains the major assumption of most Western analysis of Russia.


2,7 OMISSION OF KEY FACTS and ONE -SIDED PERSPECTIVE:  Again the authors pass over, in cursory fashion, the specific nature of the “fraud” charges. Instead, they focus only on the state’s seizure of assets, etc.


11 UNIDENTIFIED SOURCE: The authors again use unidentified former Russian officials as a source.  Who are the former officials?  Were they tied to the defendant in some way?  
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