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ECONOMICS OF WAR
Extract 1 – Economic Effects of War-

Extract 2 – Victory Comes at a High Cost-

[Clive H. Lee, ‘The Scottish Economy and the First World War’, in
C.M.M. Macdonald and E. McFarland (eds) Scotland and the Great
War (Edinburgh University Press, 1999), page 11]

[Clive H. Lee, ‘The Scottish Economy and the First World War’, in
C.M.M. Macdonald and E. McFarland (eds) Scotland and the Great
War (Edinburgh University Press, 1999), page 32]

The direct economic effects of war are easy to identify.
The productive process is redirected away from normal
peacetime activity, designed to satisfy the demands of
the consumer, to the pursuit of war. Armaments and
all the necessary supportive production and manpower
take pride of place and secure first option on the
resources. This obviously produces dislocation and
shortages in the short term and waste in the long term.
The conduct of war wreaks destruction on the land
and property of the territories over which it is waged,
on individuals engaged in armed conflict, and on the
products of war, as ships sunk, guns destroyed, and
shells exploded. Beyond these immediate effects lie less
obvious costs. War is expensive and must be financed.
Government borrowing, increased taxation, and
the commandeering of manufacturing and transport
without recompense are all means to satisfy this need.

There are few benefits from war of any kind. This is
true of the economy. The few positive changes in work
practice which war time conditions allowed, such
as more flexible working, increased mechanisation
and the relaxation of demarcation conventions,
which might have increased competitiveness had
they continued, were swept away after the war as
recession took hold. The economic effects of the war
were primarily to restructure international trade and
finance, and to undermine the stability of the era that
preceded it. As an open trading economy, Scotland
was fully exposed to the harsh effects of those changes
in the 1920s. In 1919 Scotland was a vulnerable
economy with many inherent weaknesses, witnessed by
widespread poverty, outdated technology and a limited
ability to succeed in international competition. But all
these same characteristics had been present in 1913, on
the eve of the Great War.

NOTE: The intensified efforts of the state and
employers to force through ‘more flexible working,
increased mechanisation and the relaxation of
demarcation conventions’ lay at the heart of the
‘dilution crisis’ in the munitions industries of Clydeside
in particular, and Scotland more generally, between
1915 and 1916.
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CONTEMPORARY SOURCES –
WAR WORK IN PEACE TIME
Source 1 – The Problem of Work-

Teacher’s Note

[Dundee Courier, November 29, 1918]

Largely due to the Restoration of Pre-War Practices
Act (1918) a year after Armistice over 750,000
women – mainly in munitions – were no longer
employed. Indeed, this process began as early as
February 1918 when 8,000 female munitions workers
were dismissed from the workplace.

A start has been made with the “demobilisation” of the
munition workers in Dundee …
… In all over 1500 women were employed in the
factories of Dundee in the making the shells, etc.,
while a large number were also sent to work on
munitions in other areas.
Return to Pre-War Work
Now that hostilities have ceased the question of
getting these women back to their pre-war
circumstances with the least possible hardship is
being tackled very effectively in the city. In one
factory it was found that about one hundred of the
employees were previously engaged in the jute trade,
and it is satisfactory to know that no difficulty was
experienced in getting them placed. The women are
being advised to look out for work, while the system of
demobilisation is that married women whose husbands
are in civil life, together with the young girls who
simply left home “to do their bit,” will be allowed to
go right away, while the wives of serving sailors and
soldiers will be the last to leave.
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While some women undoubtedly left their posts
voluntarily, by 1921 female participation rate in the
workforce was 2% lower than in 1911. The report on
the demobilisation of munitions workers in Dundee
expressed some concern about what would happen
to ‘out of work women’. But more generally, women
were not expected, or encouraged, to return to the
workplace and as the 1920s wore on in most cases
women were not expected to apply for, or expect to
receive, ‘dole’ money.
This does raise the question, as Deirdre Beddoe
posits: to what extent had the experience of war
fundamentally changed the social and cultural position
of women in Scottish society despite some political
and economic gains?
Consider the following letter written by Lord
Provost of Dundee in August 1921 and placed in the
Dundee Post Office Time Capsule. It is a lengthy
extract but it offers broad ranging insight into the
economic and social conditions experienced by
a major industrial and urban conurbation in the
immediate aftermath of war.
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Source 2 – ‘To my successor in office 100 years hence’My Dear Lord Provost,
… We have at this period just concluded hostilities in the Great World War, the history of which you will now be
conversed with, and although the actual fighting ceased on 11th November 1918, the inevitable aftermath is still
being acutely felt by all classes in the country…
At the Armistice no more munitions were required and millions of units of unskilled labour were thrown idle. The
Army and Navy were being demobilised at the same time, with the result, there are hundreds and thousands of
unemployed men and women throughout the country.
The Government are giving out doles through the many Labour Exchanges. Relief Committees are giving out
coupons for food in every ward in our City and in spite of so much employment, strikes are numerous. The great
miners’ strike is just settled after a period of four months and the industry of the country is practically at a standstill.
The Staple Trade (jute) of this City is experiencing a period of very great depression, many of our factories being
closed down and others working three days a week …
The City of Dundee certainly did its bit in the Great War. Out of a population of 170,000 souls, the majority
of which are females, Dundee sent out thirty thousand men to the army. Over four thousand of these made the
supreme sacrifice, and many thousands came back maimed and broken in their country’s service and to whom
we owe a debt which we can never fully repay. It is indeed very sad to see so many brave service men out of
employment. Matters however are slowly improving.
The extremists in the Labour movement have been turned down by the more moderate and sane sections of the
workers who will have nothing to with revolution and Bolshevism … and I sincerely trust that by the time this letter
gets into your hands, Capital and Labour will have arrived at a definite understanding (not a compromise merely)
and that our old country will still be the bulwark of freedom and home of contentment …
Yours very sincerely, Alexander Spence, Lord Provost, 1921

An interesting point is raised here in making reference to ‘the extremists in the labour movement’ and the association
with the theme of ‘revolution and Bolshevism’.
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Source 3 – Cause of Unemployment-

Teacher’s Note

[Statement by William Adamson Labour MP, West Fife,
Dundee Courier, January 22, 1922]

As Clive Lee noted [see Extract 2 on page 1], war
time conditions allowed more flexible working and
increased mechanisation, and had this continued it
‘might have increased competitiveness’. With that in
mind consider the following questions:
(a) To what extent do you think that William
Adamson’s contemporary economic view seems to
be in accord with Lee’s later assertion, that the few
positive changes that did occur because of war were
arguably reversed by a return to ‘pre-war practices’?
(b) And/or were such advances simply swept away
after the war as recession took hold?
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INTERWAR ECONOMY –
F I R S T W O R L D W A R A N D I T S A F T E R M AT H
Teacher’s Note

Teacher’s Note

Before the outbreak of war in 1914 the Scottish
economy seemed to be in relatively good health
and was certainly profitable. But were there serious
underlying problems already apparent?

This malaise simply deepened after the war and in the
economic depression that followed Scottish industry’s
over-reliance on a narrow-based export driven
economy began to exhibit a much more accelerated
slide into relative decline.

Extract 3 – Pre-War and Post WarScottish Economy[Peter L. Payne, Growth and Contraction: Scottish Industry
c.1860-1990]

… The prosperity of the Scottish heavy industries at
the beginning of the twentieth century were symptoms
of industrial malaise. The future might not have been
so bleak had there developed a more diversified and
less-export dependent range of metal-using industries.
There were some notable successes – as in the
manufacture of sugar machinery and, most notably,
in locomotive engineering – but too many of these
were dependent for their long-term prosperity on
shipbuilding or overseas railway construction.
… In 1913 Scotland could be said to possess a
distinctive semi-autonomous economy. During
the course of the twentieth century, this became
assimilated first onto the British economy and then the
international economy …
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There is one final point of importance to consider
before concluding this brief examination of the
impact of war and peace and the economy of
Scotland and this refers directly to the growth of
the ‘New Industries.’
As noted above, Scotland’s industrial base was geared
towards the export market and at its core stood the
old staple industries. But in textiles and demand
for linoleum, carpets, hosiery and knitwear, we see
sectoral growth largely around domestic production.
This sector pioneered new methods and products and
these functioned like the new industries which were
growing at a considerable pace in the Midlands, and
the South and South East of England.
This showed that change was possible within the
structure of the Scottish economy – and indeed, by
the 1930s it had experienced a degree of change – not
least in the service sector where there were growing
opportunities for women in clerical employment, for
example.
This sector was thus making an ever larger
contribution to the Scottish economy as a whole. But
for a variety of reasons – including restrictive trade
union practices and the radical political reputation of
the workforce (a legacy of Red Clydeside perhaps?)
– the new industries were simply not attracted to
Scotland, as the table on the following page shows:
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Source 4 – Scotland and UK Net IndustrialOutput & % Contribution of Old andNew Industry 1924 and 1936[Derek Aldcroft, The British Economy Between the Wars
(London, 1983), p 135]

Scotland
Old industries

New industries

1924

43.2%

8.3%

1936

36.8%

11%

United Kingdom
Old industries

New industries

1924

37%

14.1%

1936

27.8%

21%

Teacher’s Note
The Scottish economy was changing but not fast
enough when compared to the re-structuring taking
place elsewhere, including the loosening of restrictive
practices associated with the UK economy as a whole –
in particular in relation to new industries in England.
The Scottish economy was still geared towards the
export market and as noted by Aldcroft, exports fell
by 56% between 1913 and 1933, and even by the late
1930s – when there was something of resurgence in
economic activity among the heavy industries – exports
were still 42% lower than pre-war level in 1913. It
would take the Second World War before Scotland
would show any definite improvement, but in the
aftermath of the war the same problems that existed
after the Great War would become apparent once again.
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Deirdre Beddoe, Back to the Home and Duty: Women Between the Wars
(Pandora, Harper Collins, London, 1989)
Peter L. Payne, Growth and Contraction: Scottish Industry c.1860-1990
(Dundee, 1992)
Clive H. Lee, ‘The Scottish Economy and the First World War’, in
C.M.M. Macdonald and E. McFarland (editors) Scotland and the Great
War (Edinburgh University Press, 1999)

Dundee Post Office Time Capsule: was put together in 1921 to
commemorate postal staff involved in the First World War. In total, 240
Dundee postal workers served in the war of which 36 died.
The contents of the unique shrine remained a secret for 93 years as it
was not to be opened until the one hundred year anniversary of Britain’s
involvement in the First World War on the 4th August 2014.You can read
more about this at: www.greatwardundee.com/the-home-front/thedundee-time-capsule/

William Kenefick, “Who will show us any good?’ The Aftermath of
the First World War’: article written for the Courier First World War
Armistice Anniversary Supplement, November 2018; see also ‘Epilogue’
(Postscript), in Caroline Lindsay and Gus Proctor (eds), First World War.
The Scottish Soldiers Story (The Courier, Dundee, 2019).
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