A Cost-Saving Machine: Computing at
the German Allianz Insurance Company

Corinna Schlombs

This article provides a close study of information processing at Allianz,
a West German insurance company, in the two decades following World
War II. It contributes an international perspective to the history of infor-
mation by analyzing corporate information technology decisions outside
the United States and by tracing exchanges about information technol-
ogy between insurance managers in the United States and Germany. The
article argues that Allianz managers, claiming that electronic informa-
tion processing would reduce office operating costs, meticulously sought
to document these savings to legitimate their computer acquisition in an
otherwise adverse economic and political climate.

The German Allianz insurance company presents a case of un-
likely computerization. Following World War II, companies in war-torn
Germany needed to rebuild and reorganize their operations. Many of-
fice buildings in urban centers and transportation networks had been
destroyed during the war, the processes of denazification and restitu-
tion cast uncertainty about future staff and assets, and the division of
Germany in 1949 forced companies that had operated nationally to
sever parts of their business. The Allianz Insurance Company was one
of the companies in this situation. In the cash-strapped German econ-
omy, where credit remained scarce and unemployment high, Allianz
could be expected to follow the advice of German office rationaliza-
tion professionals to streamline the company’s operations by employ-
ing large numbers of low-paid young female workers for routine tasks,
as many other Germany companies in the financial sector did. Instead,
Allianz embarked on a capital-intensive strategy. In early 1956, the
company installed an IBM 650 computer as part of a rationalization
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program to achieve “savings in personnel, time and space” to cut the
company’s operating costs.!

This article provides insights into information processing in a busi-
ness environment outside the United States. It offers a case study of
office automation in postwar West Germany, traces transatlantic in-
teractions and German perceptions of information processing in the
United States, analyzes corporate decisions about information technol-
ogy, and investigates how the introduction of new information tech-
nology affected corporate structures and labor. Allianz was the first
German company to install an electronic computer, and it reported
its first cost savings after three years.? Allianz managers claimed and
sought to document that the computer reduced Allianz’s costs, and that
their cost-consciousness allowed them to legitimate the computer ac-
quisition in an otherwise adverse economic and political climate.

Allianz managers meticulously calculated the costs and cost savings
of the IBM 650, counting everything from operating hours to person-
nel costs. They reported this information in lengthy reports full of nu-
merical details. As Theodore M. Porter has shown in his now classic
study of quantification in science, numbers and quantification lend an
air of objectivity, seemingly subordinating personal interest and sub-
jective judgment to public standards.> Accountants and actuaries were
among the professions embracing quantification in the nineteenth cen-
tury, and the life insurance industry was particularly dominated by
quantification, given the need to calculate long-term risks and to as-
sess the validity of a company and its ability to pay future insurance pre-
miums based on current income. Allianz managers thus operated in
a business culture long acquainted with quantification, and they used
numbers to make their case for computerization. They attempted thor-
ough cost calculations before acquiring an electronic computer, and af-
ter it was installed, they documented its effects. In the larger economic
and political climate of postwar Germany, cost savings was the argu-
ment that allowed Allianz to acquire a computer, and numbers were the
language in which to make the case for the computer.

Allianz’s approach to computing also differed from that of American
companies, many of which appeared to embark on the acquisition of an
expensive unproven technology after limited cost calculations, seem-
ingly treating this new cutting-edge technology not as a cost-saving
rationalization tool but as a luxury object that they installed and ex-
hibited in their entrance halls behind glass covers with palm tree dec-
orations.* It appears that, unlike its American counterparts, Allianz
was able to avoid the so-called productivity paradox that JoAnne Yates
examines in her masterful study of computers in the American life



33

insurance industry. Yates argues that although insurance companies
introduced ostensibly cost-saving computers in the 1950s, the compa-
nies’ costs—expressed as the ordinary renewal expense ratio (ordinary
RER)—continued to rise into the mid-1970s, when life insurance com-
panies finally began to realize productivity gains from their computer
installations. Most insurance companies opted for an incremental in-
troduction of computer technology, merely shifting tasks from punch
card equipment to electronic computers, which in Yates’s view explains
the productivity paradox in the life insurance industry. Not until the
1970s, when insurance companies consolidated and integrated com-
puter applications, were they able to realize cost savings.’

The Allianz insurance company seems to have already defied the
productivity paradox in the 1950s. Although Allianz adopted US com-
puter technology in an incremental fashion, the company claimed to
have realized cost savings after only a short transition period of three
years from installing its first computer, an IBM 650. In this respect,
Allianz differed from many insurance companies in the United States.
From the perspective of the historical actors at Allianz, the culture
of deliberate assessment and decision making along with the gradual
and labor-conscious introduction of computing technology allowed for
these productivity gains. A decade later, cost considerations were one of
the reasons for the company’s delaying the transition from its second to
third generation of computers. The company thus turned from a pio-
neering computer user at the forefront of technological adoption into a
laggard in following technology trends in the industry. This transition
suggests that Allianz did not obtain an electronic computer for the typ-
ical firstmover advantages—access to parts, suppliers, and particularly
staff, the ability to shape technological and other standards, and a head
start on the learning curve and early profits—but to reduce the cost
of office operations.® The company achieved cost reductions through
careful planning and use of staff and facilities, thereby also increasing
office productivity through the computer introduction.

The following discussion begins by describing Allianz’s situation in
postwar Germany and the company’s considerations in introducing US
rationalization technologies to reduce its operating costs. Allianz man-
agers thought US companies overrationalized to compensate for what
the German managers conceived of as lower staff education and disci-
pline in the United States. Analyzing the interactions with US computer
vendors, the article then discusses Allianz’s reasons for selecting an
IBM machine over alternative models and examines staffing and orga-
nization patterns in Allianz’s computing center. The center employed a
comparably small staff, limiting operating costs while also occasionally
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overworking its employees. Its management sought to centralize the
company’s data processing to control costs as well as operations. The
article concludes with a review of Allianz’s computer operations dur-
ing the 1960s. During this time, Allianz twice updated its computer sys-
tems, installing a large IBM 7070 with several IBM 1401s for support in
1962 and an IBM System/360 in 1968. While Allianz managers contin-
ued to travel to the United States for technological information, their
rationalization and cost reduction goals led them to veer away from US
trends and delay the installation of new computing technologies.

An American Computer in Postwar Germany

When US computer companies sought to expand into European
computer markets in the early to mid-1950s, economic and political
conditions meant that there was virtually no demand for electronic
computers. In Germany, urban centers and transportation infrastruc-
ture had been subject to bombing attacks that destroyed office build-
ings as well as dwellings and impeded travel and communication; bank
credit for rebuilding this infrastructure—not to mention for acquiring
cutting-edge technologies—was not readily available; abundant cleri-
cal and other cheap labor rendered manual processing comparatively
profitable; and most companies were of small or medium size with lim-
ited information processing needs.” Business historians such as Alfred
Chandler have suggested that the acquisition of computers was an in-
tegral part of corporate growth, offering a technical solution to the
increasing information processing and communication needs as corpo-
rations grew to gain benefits of scale and scope.® While this may have
been true for many US companies, Martin Campbell-Kelly has shown
that in Britain, for example, the Prudential Assurance Company had
built large-scale data processing operations in the nineteenth century,
even before electromechanical or electronic data processing machinery
existed.? By contrast, Allianz presents a case of a European company
that installed office machines as it grew, conscientiously adapting US
technology to German conditions.

The first German company to acquire an electronic computer,
Allianz stood out among German firms and particularly German firms
in the financial sector. Like financial institutions in Germany and
other European companies, Allianz had enthusiastically introduced
punch card and other office machinery during the 1920s."” But while
insurance companies and banks in the United States and Britain were
among the early adopters of computing technologies for their mas-
sive data processing needs, German banking institutions often delayed
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introducing the new technology. German regional savings (Sparkassen)
banks, for example, reorganized their office and data processing oper-
ations in the 1950s with the help of abundant low-paid and mostly fe-
male staff, an approach generally recommended in postwar German
office organization literature. In the cash-based German economy, in
which companies continued to pay wages in weekly cash envelopes into
the 1960s, banks did not face the same urgent need to process rapidly
increasing numbers of checks, for which banks in the United States and
Britain turned to electronic technologies.! Allianz’s early decision to
introduce electronic computing technology was an unusual step in this
larger German context.

Allianz was the largest insurance company in postwar Germany.
Founded in 1890 by Munich Reinsurance Company, Allianz had grown
through a series of acquisitions during the 1920s. The company of-
fered various kinds of property insurance, from fire and machines to
liability, and the company had also added life insurance to its portfo-
lio through a merger in 1922. In a first rationalization wave in the late
1920s, Allianz decentralized its office operations, which had formerly
all been handled in the company’s headquarters. By 1939, Allianz held
5.6 million insurance contracts, but wartime disruptions and the loss of
insurance sales areas in the Soviet-controlled occupation zone shrank
Allianz’s business volume during the next decade. In 1950, Allianz
held 4.8 million insurance contracts, a number that would nearly tri-
ple to 13.1 million by 1960."2 It was thus a medium- to large-size insur-
ance company, ten times bigger than midsized US companies such as
Franklin Life or Pacific Mutual, with 400,000 and 350,000 policies re-
spectively, but only a tenth the size of Metropolitan Life, the largest US
company, with 44.5 million policies in 1952."

During World War II, Allianz’s former headquarters, located in the
Russian sector of Berlin, were completely destroyed, as were many other
company buildings. In mid-May 1945, Allianz employees congregated
at the building to clear the rubble, as well as the corpses of soldiers who
died in the last days of battle, and to restart the company’s operations.
In a cloak-and-dagger operation in February 1946, the company trans-
ferred its business records to the western sectors. Slowly, the corporate
administration moved to Munich, and in 1951 Allianz acquired real es-
tate west of the English Garden for new corporate headquarters, which
were completed in 1954. In addition, for several years after the war, de-
nazification hearings limited Allianz’s staff, at both the rank-and-file
and executive levels. In Munich, for example, seventeen of the fifty-
one middle managers were suspended for the duration of their hear-
ings (some cases were not decided until 1949). Some chose retirement
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over submitting themselves to the hearings; others were found to be of-
fenders and remained unemployable; most were found to be followers
and, often after paying a fine, were reemployed; and a few were exon-
erated despite their having held prominent positions in Nazi organiza-
tions, because they could prove that they had worked against Nazi goals
from within these organizations. Finally, the process of restitution tied
up time as well as assets. In some cases, it took into the early 1960s for
Allianz to settle compensation cases for “Aryanized” real estate, claims
from Jewish holders of property and life insurance policies with Allianz
or their heirs, and salary and pension claims of former Jewish employ-
ees and business associates. This work demanded both employee time
and assets that could not be devoted to other goals.!

In 1954, Allianz founded a new department of management, the
Betriebswirtschaftliche Abteilung (BWA) to respond to operational chal-
lenges posed by growing business volume. BWA was charged with simpli-
fying—by coordinating or standardizing—business operations across
Allianz’s local branch offices. In addition, BWA oversaw the considerable
punch card operations for Allianz’s property insurance, while an Allianz
subsidiary, Allianz und Stuttgarter Lebensversicherungsbank-AG, inde-
pendently directed the life insurance punch card operations. Heinz-
Leo Muller-Lutz, a member of the Allianz board of directors, became
the first head of BWA. Joining Allianz in 1934 with a doctoral degree
in economics and social sciences, Miiller-Lutz had shown his manage-
rial skills by rationalizing the company’s handling of block policies and
successfully organizing the accident and travel weather insurance busi-
ness."” He now led the company’s renewed effort at reducing operating
costs and looked to the United States for rationalization technologies
and organizational models.

In October 1954, Muller-Lutz and his colleague Otto Ladner flew
to the United States to study insurance technology. While mechani-
zation was not officially part of BWA’s mission, Miiller-Lutz believed
that Allianz’s office administration was too costly and lagged behind
the American benchmark. He had concrete ideas about technologi-
cal changes that would help cut costs, particularly in the punch card
area. After nine weeks, however, he returned to Germany convinced
that Allianz should install an electronic computer. BWA eventually de-
cided to install an IBM 650 computer as part of a program that intro-
duced other American-style rationalization methods at Allianz, from
simplified and unified work processes and dictation machines to the
green wall paint that was thought to increase the staff’s resistance to
the noise of office machinery.'® Allianz managers also implemented
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the computer and other rationalization measures in ways that departed
from the American model, enabling them to realize productivity gains
that had escaped many US insurance companies.

Like those Germans and other Europeans who traveled to the United
States before and after World War II, Muller-Lutz and Ladner were cau-
tious in their assessment of how far what they observed in the United
States could be transferred to Germany. They recognized that business
conditions in the United States differed from those in Germany and
that many American methods and technologies were not directly trans-
ferable. For example, many companies in the United States were larger
than German companies and pursued mass production; relations be-
tween management and labor were better in US companies; Americans
were more open to new technologies; and the United States’ large size
and scale of resources made a notable difference as well.'” “Economic,
legislative and insurance conditions were largely different from the
ones in Germany,” according to Muller-Lutz and Ladner, who recog-
nized the “dependence of administration on organizational conditions
and their close connection to general economic relations.” They con-
cluded that “the American insurance system and its modern equipment
are only understandable under consideration of local circumstances.”'®

As a result of the differing economic and cultural conditions in the
United States and Germany, insurance companies in the two coun-
tries had different data processing needs. For example, the insurance
business in the United States was subject to state regulation and over-
sight, requiring insurance companies that operated nationwide to fol-
low fifty-two different tax and other regulations and to file financial
reports to fifty-two different state departments of insurance at the end
of the year—none of which was required of German insurance compa-
nies. American insurance companies therefore organized their records
so that they could access them state by state and perform extensive data
processing at the end of the year, an organizational system that was not
necessarily appropriate for German companies. Also, US insurance
companies worked with short-term contracts that needed to be renewed
regularly, requiring correspondence when the contract expired. In ad-
dition, in the US agency system, independent agents worked for several
insurance companies and owned their accounts and records. One of
the effects of the agency system was that agents, rather than the home
office, wrote insurance policies; the decentralized policy writing posed
an obstacle to automation. Furthermore, in the United States pay-
ments were usually made by handwritten check, which required han-
dling and processing, whereas Germans usually made payments with
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standing money orders. Finally, contact with clients in the United States
was mostly by phone, while in Germany it was more often through writ-
ten correspondence, which required filing.' With this array of differing
data processing needs, US and German insurance companies clearly
had differing needs for computerization.

In the eyes of the Allianz organizers, American companies tended
to oversystematize and overrationalize. Miiller-Lutz and Ladner saw
the explanation for this tendency in American employees’ qualifica-
tions and attitudes toward work. In comments rife with generalizations
and prejudices, Muller-Lutz and Ladner claimed that Americans were
not fleissig (assiduous or hard-working in a way that accomplished re-
sults) but geschdftig, that is, they were “busy,” engaged in continuous ac-
tivity without accomplishments. Their “ingrained laziness” promoted
rationalization; Americans “only worked hard to achieve convenience
within a short time.” In other words, Muller-Lutz and Ladner accused
Americans of working hard only to install rationalization technology so
that they could benefit from the conveniences of mechanization. They
also regarded the quality of Americans’ work as poor: insufficient edu-
cation led to deficiencies in orthography and arithmetic among staff,
causing a high number of mistakes and making mechanization more
desirable as a means of achieving greater accuracy. Finally, Muller-Lutz
and Lander believed that lack of assiduousness and accuracy on the
part of American clerical employees meant that they required close su-
pervision, adding the cost of an additional layer of management, the re-
moval of which would make mechanization even more profitable.?

Miiller-Lutz and Ladner criticized Americans for overusing simpli-
fication and rationalization measures to compensate for staff deficien-
cies. In their eyes, Americans simplified and rationalized even in cases
in which individual treatment would be more suitable. Convinced that
standardization had more advantages than disadvantages, Americans
accepted all of its shortcomings in order to exploit its benefits as much
as possible. In addition, a general cultural bias in favor of technology
led Americans to mechanize work even when individual—that is, man-
ual—work would be “cheaper, quicker, and better.” While such cases of
oversimplification and overmechanization often caused a rejection of
office organization and technology in Europe, Miiller-Lutz and Ladner
argued that the US model should not be judged by its excesses but by
its overall success. They admitted that, for various reasons, American
methods were not directly transferable to the German context but
urged that they be “transferred in a logical way with consideration of
the peculiar homeland conditions” in Germany.?' It would be up to
men like Miller-Lutz and his colleagues at BWA to bring computer
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technology to Germany, despite their apprehensions about American
rationalization. Although Miller-Lutz clearly did not intend Allianz to
become an exact copy of a US insurance company, he and his staff ea-
gerly adopted those American methods and technologies they deemed
appropriate.?

Selecting a Cost-Saving Rationalization Machine

Muller-Lutz and his colleagues followed their own agenda when they
recommended the acquisition of an electronic computer. One of their
primary goals was to reduce the costs of Allianz’s office operations.
Electronic computers—together with a range of other rationalization
machines and methods from filing cabinets, typewriters, and dictation
machines to lighting systems and wall paint—promised to make steps
toward this goal.?> Thus motivated by cost considerations, BWA turned
Allianz into a European pioneer of computing. Allianz adopted its com-
puter early compared to other insurance companies both in Germany
and in the United States, where the first insurance company to install a
computer, Metropolitan, had only acquired its computer two years ear-
lier, in 1954.

When Miiller-Lutz and Ladner traveled to the United States in 1954,
they visited insurance companies and associations as well as office ma-
chine manufacturers to survey office equipment. They sought solutions
to two concrete problems related to punch card technology: the capac-
ity of punch cards with eighty or ninety columns was too small to cap-
ture the information necessary to process insurance contracts, and the
processing speed of Allianz’s punch card machines was too slow. Miiller-
Lutz and Ladner were looking for larger punch cards that would elim-
inate the need for use of a costly second punch card for each contract,
as well as for special-purpose machinery that would process simple but
large-quantity insurance operations at a higher speed. When they saw
the Metropolitan Life Insurance Company’s UNIVAC computer (the
only computer installed at an insurance company at that time) and
spoke to office machine manufacturers, Muller-Lutz and Ladner real-
ized that technological developments were taking a different direction.
There would be no 100- or 120-column punch cards because punch
cards were being replaced by magnetic tape and electronic technology
was solving the problem of processing speeds.?* The future of data pro-
cessing was electronic.

Installing an electronic computer was a large financial and organi-
zational commitment that Allianz management did not make without
careful consideration. BWA attempted to make thorough calculations
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to ensure that any decision about computers was made on a sound eco-
nomic basis. But the available information was incomplete, and given
how new electronic technology was, many questions remained. Thus,
Miiller-Lutz noted with regret that US corporations often calculated
their computing costs in dollar rather than manpower terms.” The
need for currency conversion and different salary levels between the
countries made the financial information difficult to apply to German
conditions.?® In addition, Muller-Lutz later criticized many US corpora-
tions for deciding to install electronic computers on the basis of what
he considered superficial analysis; discussions were generally short and,
if cost analyses were conducted at all, they were done in what he con-
sidered a rather shallow manner.?” Yates concurs that some US life in-
surance companies neglected to conduct proper cost calculations. For
example, Metropolitan considered its size a sufficient indicator that a
computer would be profitable, and smaller companies treated the tran-
sition to an IBM 650 as a minor step that did not warrant exhaustive
analysis, or they simply trusted the IBM name.?® In Muller-Lutz’s view,
this approach corresponded with the general tendency of Americans to
prefer practical experiments over theoretical considerations.*® But with
Allianz’s top executives independently predisposed to electronic tech-
nology, the company decided to install an electronic computer despite
the remaining uncertainties.*

The next question was which computer model would best meet
Allianz’s needs. With the German electronic computing industry in its
infancy, BWA considered only US models.”" After visiting five US office
machine manufacturers, Muller-Lutz took two companies into serious
consideration: IBM and Remington Rand. Both companies had sales
and service organizations in Europe, and both had completed the de-
velopment of electronic computer equipment—not just promised to do
s0.% But only Remington Rand could claim electronic computer expe-
rience in the insurance industry, and Miiller-Lutz thought quite highly
of the company. Remington Rand was the first company to recognize
the potential of electronic computers. Because of its leading role in the
field, the company had managed to break into IBM’s market, and sev-
eral IBM customers returned their rented IBM punch card equipment
to acquire Remington Rand’s UNIVAC. By contrast, IBM seemed slow
in developing electronic equipment, and Miiller-Lutz criticized IBM’s
dependence on its punch card equipment with outstanding orders for
another two years. In 1954, IBM had only delivered a few large-scale
IBM 701 computers, which compared unfavorably with Remington
Rand’s UNIVAC.?? Still, Allianz went with IBM.
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Several reasons may account for this seemingly irrational decision.
First, the choice of IBM may have promised to ease Allianz’s overall
transition to computer technology and to help improve the position of
BWA within Allianz. In the mid-1950s, BWA encountered major resis-
tance from Allianz’s Frankfurt punch card department against its ef-
forts to standardize Allianz’s work processes. Among Allianz’s punch
card departments, the Frankfurt department was the oldest one, able
to claim experience working with Remington Rand equipment since
the 1920s.3* All other Allianz branch offices, including the Munich of-
fice, acquired punch card equipment only in the 1940s—partly during
and partly after World War II—and they all worked with IBM equip-
ment. Choosing the Remington Rand UNIVAC would have required
the majority of punch card departments to change office machine sup-
pliers and would also have boosted the more experienced Frankfurt of-
fice. Circumstances such as these complicate the common argument in
computer history circles that punch card installations provided a built-
in customer base for IBM computers.* Like Allianz, other European
companies, such as British Airways, simultaneously operated IBM and
Remington Rand punch card installations. Based on the assumption
that punch card customers simply continued their supplier relations
when they made the switch to computers, companies could have cho-
sen either company when the expense of a computer installation made
it impossible to continue to operate two different systems side by side.
At Allianz, organizational circumstances favored IBM over Remington
Rand equipment.

Second, Remington Rand’s reception of Miiller-Lutz compared unfa-
vorably with that of IBM. IBM’s highest executives personally welcomed
Muller-Lutz and granted Allianz preferential treatment.*® Watson (it is
not clear whether Muller-Lutz talked to the father or one of the sons)
assured Muller-Lutz that Allianz would be served directly by the US
parent corporation, although IBM’s German subsidiary would nor-
mally have attended to Allianz’s needs. Miiller-Lutz expressed confi-
dence that this preferential treatment would improve Allianz’s relations
with IBM and solve problems that Allianz had experienced with the
IBM 421 tabulator.”” At Remington Rand, however, Muller-Lutz met
with midlevel managers who were not able to make any concessions, al-
though Remington Rand’s European representatives sought to main-
tain Allianz as a customer.

Third and most important, IBM offered a small computer, the IBM
650, which rented for only about $3,200 a month, while Remington
Rand only offered the much larger UNIVAC. A larger computer such
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as the UNIVAC or the IBM 702 would only be cost effective if Allianz
computerized a significant portion of its operations, and it would re-
quire centralizing these operations at a single location, an impractical
scenario.? Allianz, however, could use the smaller IBM 650 cost effec-
tively by computerizing only one of its functions, statistical calculations.
Computerizing only its statistical calculations also meant that the com-
puter installation would not affect Allianz’s day-to-day operations. The
IBM 650 allowed for an incremental transition rather than a radical
technological change, an approach that many US insurance companies
also pursued.

In the United States, most larger insurance companies, such as Met-
ropolitan and John Hancock, acquired large-scale UNIVACs because
transitioning only one of their functions would max out a smaller com-
puter’s capacity. Most smaller companies purchased an IBM 650, using
the full computer capacity by migrating only a single application. Only
a very few small companies, such as Franklin Life and Pacific Mutual,
took a more risky approach to computerization, acquiring a large-scale
computer and attempting to integrate functions to use the computer
to full capacity.*” The volume of Allianz’s operations was comparable
to the larger US life insurance companies. With 8.9 million insurance
contracts in 1956, Allianz did not reach the size of Metropolitan. But
Allianz’s volume by far surpassed that of John Hancock, the United
States’ fifth largest life insurance company, with two million policies
in the mid-1950s. Renting a single small IBM 650 despite its large size,
Allianz thus followed an even more conservative and risk-averse ap-
proach to computerization than most US insurance companies.*' It was
precisely this gradual, risk-averse approach that, according to Yates,
prevented US insurance companies from realizing productivity gains
until they finally integrated their information systems in the 1970s.
Allianz, however, avoided this productivity paradox.

Managing a Productive Computing Center

Allianz installed the IBM 650 in early 1956, and thanks to BWA’s cau-
tious approach, the computer became a cost-saving rationalization tool
within only three years. BWA documented the operations performed
by its computing center in detail, including the scheduled tasks and the
computer downtime. After overcoming initial technical problems, BWA
proudly reported that the productive time of the 650 surpassed the reg-
ular work hours at Allianz. The computer operated 2,565 hours in 1959,
which was 118 percent of the normal annual work time of 2,173 hours.
Even after subtracting 12 percent for maintenance, Allianz still used the
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650 productively for 106 percent of the normal work time.*? Although
these numbers document the industriousness of the computing center,
they provide little indication of its profitability.

Unfortunately, BWA had to report in the first year of the computing
center’s operations that computerization had increased rather than de-
creased costs. The computing center performed the company’s statis-
tical analyses 50 percent faster than the punch card system, but it was
about 20 percent more expensive. Given Allianz’s cost-consciousness,
this was a troublesome result. Miller-Lutz argued that the additional
costs were justified because the computer provided essential corpo-
rate statistics much faster and because the increasing business volume
would soon reach the limits of manual processing. Drawing a rare anal-
ogy, he compared the computer to a premium x-ray machine that al-
lowed an immediate insight into the “healthiness” of an insurance
branch. He suggested that, given the constant flux of business in a fast-
moving world, this insight was essential, like the instant diagnosis of
the human body.* Although US insurance companies faced increasing
competition in the 1950s and might have benefited from fast risk cal-
culations, there is no evidence that Allianz made different or faster de-
cisions that would have changed its competitive situation in Germany.
Muller-Lutz thus created a futurist story to discount the cost increase.

Fortunately for BWA, the computer began to be profitable as more
tasks were transferred to the machine. BWA was happy to report, in
the computer’s third year, that it was finally cheaper than punch card
operations. Comparing the cost for machine rental, personnel, and
other costs, such as technical and office supplies, the IBM 650 saved
Allianz DM 33,892 in 1958. The next year, savings almost doubled to
DM 64,437; the total savings surpassed the losses accrued in the first
two years by DM 19,254.** BWA estimated that in 1960 the computer-
ization of car insurance rate adjustments would save an additional DM
100,000. Retrospectively, BWA reported that over the lifetime of the 650
(which was returned to IBM in 1961), the computer saved Allianz about
DM 500,000.%5 Although Allianz’s cost calculations, as detailed and po-
litical as they were, are not directly comparable to US calculations, the
company achieved what almost no American insurance company did at
the time: a return on investment.*®

BWA's personnel policies contributed to the computing center’s ex-
traordinary cost structure. BWA ran Allianz’s computing center with
a remarkably small (and young) staff. This was a conscious deviation
from the staffing that Miller-Lutz had observed in the United States.
Indeed, he criticized US corporations for what he saw as overly system-
atic and expensive preparations for a new computer, an attempt, he
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believed, to compensate for a lack of initial analysis. Large teams of
programmers, operators, and office space for the new machine were of-
ten provided months before the arrival of the computer, requiring US
companies to bear costs without return. Miiller-Lutz thus rejected US
staffing patterns during the introduction of new computers, suspecting
that US insurance companies did not maximize their savings of person-
nel, time, or space.*’

At Allianz, BWA initially operated the IBM 650 with a staff of only
three: the director of the computing center, Hans-Willy Schéfer, who
had been hired from Darmstadt University’s Institute for Practical
Mathematics, one of the preeminent punch card installations in Ger-
many, and who performed management as well as programming tasks;
Friedrich Gebhardt, a college-trained mathematician for programming
tasks; and Mrs. Buchwieser to operate the computer. Over time, Allianz
added to the 650 operations one more part-time position for a work-
study student.*® This was a surprisingly small staff of only 3.5 people; in
the United States, even small computers such as the IBM 650 were run
with at least five programmers, plus operating and other support staff.
For example, Pan-American Life sent seven employees to a one-week
IBM programming class and eventually employed four methods ana-
lysts.* Large US computer installations employed as many as sixty or
seventy programmers.>’ Allianz, however, managed to run the 650 with
a much smaller staff, helping to reduce the computing center’s operat-
ing costs. Frugal staffing decisions turned the IBM 650 into a rational-
ization machine aimed at cutting costs, although, as we will see later,
BWA chose to disregard the growing group of keypunch employees re-
quired for data entry.

In addition to reducing operating costs, BWA used the IBM 650 as
an argument for further centralizing the operations of Allianz’s punch
card departments.” From its inception, BWA had been in charge of
Allianz’s punch card departments, which in 1955 comprised more than
three hundred machines for an annual rental of DM two million and
about 350 employees at ten locations who maintained and processed
data on about eleven million punch cards. Planning the installation of
the IBM 650, BWA demanded that all punch card departments docu-
ment the organization of their data and the workflow for certain data
processing operations and that they report on the daily use of their
machines. Based on these records, BWA identified which operations
each punch card department performed and how often.’> BWA then
determined the four data processing operations that were profitable
for an insurance company of Allianz’s size—the writing of insurance
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policies, the writing of invoices for all insurance branches, accounting,
and statistical calculations—as well as the most “rational” (that is, cost-
effective) way of performing each operation. All punch card depart-
ments were then required to limit their operations to the approved four
and to conduct them in the prescribed way.** Local punch card depart-
ments were no longer allowed to take on new tasks on their own or to
change or improve their operations without BWA’s approval.

The installation of the 650 strengthened BWA’s claims that the re-
organization of Allianz’s punch card operations should be centralized.
While the punch card work would remain regionally distributed, gen-
erating the statistical analyses centrally on the new computer would
now require all punch card departments to provide uniform data to
the computing center. The local punch card departments were there-
fore to follow the same systems and procedures, from using the same
method of numbering insurance branches to recording the informa-
tion at the same location on the punch cards.** The 650 thus extended
BWA's control over even the daily work processes of the branch offices’
operations.

Not surprisingly, BWA’s centralization efforts met with resistance
from the local administrators, who were losing control over their de-
partments. The Frankfurt branch office was especially adamant. Based
on its long experience, the Frankfurt punch card department had de-
veloped a number of special data operations, and its pioneering role
had given it a leading position among Allianz punch card depart-
ments. Although BWA acknowledged the Frankfurt experience when
it implemented the process of insurance policy writing according to
the Frankfurt model, it also demanded that the Frankfurt department
cease performing data processing functions that went beyond those ap-
proved by BWA and that it cease developing new procedures. BWA even-
tually emerged strengthened from the conflict; by 1957 Miller-Lutz
would triumphantly note that the work of the Frankfurt branch office
had been proven insufficient, while BWA’s work had been recognized
for its high quality.?®

Miiller-Lutz generally expressed an understanding that fear of los-
ing prestige and independence caused resistance to centralization; he
tried to emphasize that the technical work process, which remained de-
centralized, was unrelated to the centralized decision-making power.
But he also suggested that the departments ought to be grateful for
being relieved of the tedious detail work that nobody in management
cared for.?® To overcome resistance, Muller-Lutz and his staff frequently
visited branch offices to foster personal relations through face-to-face
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contacts rather than rely on large group meetings, which were time-
and cost-saving but more anonymous.

Allianz’s Second and Third Computer Generations

In 1962, Allianz installed its second computer generation, a combi-
nation of an IBM 7070 with several IBM 1401s. For the new computer,
BWA continued many of the practices it had developed for the IBM 650.
As with the IBM 650, the decision to purchase the IBM 7070 was based
on information gathered in the United States. During his trip in 1957,
Muller-Lutz learned that IBM planned a successor to the IBM 650, the
IBM 660. Miiller-Lutz communicated to IBM’s management that rather
than a large calculator, Allianz needed an economic data processing
machine and a fast printer that achieved reasonable speeds at low costs
rather than the highest speeds at astronomical costs. IBM acknowl-
edged these demands but explained that the company focused on se-
rial production rather than specialized machinery.”” As before, IBM’s
technological development rather than Allianz’s computing needs de-
termined BWA’s choice.

BWA’s apparent reluctance to change computer manufacturers af-
ter having chosen an IBM machine as its first computer is an exam-
ple of the lock-in effect that computer historians have identified as an
impediment to the transition from punch card machines to electronic
computers. Despite the limitations of the products that IBM offered,
Allianz remained an IBM customer. Miiller-Lutz observed in 1957
that Remington Rand had developed a smaller computer model with
a high-speed printer, the UCT, that competed with the IBM 650 and
was to be offered to European customers only. In addition, Remington
Rand not only produced specialized machinery, which despite Miiller-
Lutz’s requests IBM had repeatedly refused to do, but also extended
its sales and service organization in Europe.?® But by 1959, Schafer re-
ported that several US insurance companies changed their orders from
a 700-series printer to a 1401 computer, which they planned to use as a
peripheral for card-to-tape conversion as well as for high-speed print-
ing, and which promised to cost no more than the 700-series printer.*
These observations signaled to BWA that IBM’s next computer gener-
ation had matured and that the future direction of IBM’s computer
development was clear. Following the US trend, Allianz eventually or-
dered the new computer, accepting a span of five years from BWA’s first
inquiries in 1957 to the final computer installation in 1962.

As with the earlier purchase of the IBM 650, BWA again conducted
stringent cost calculations, although it now knew to expect that the
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new machine would be most expensive during the initial transition
period of two to three years."” BWA also continued the cost-rational
and personnel-effective operation of its computing center. BWA again
staffed the computing center sparingly and even struggled to adjust the
size of the computing staff. BWA waited until after installing the new
computer to double the computing center’s staff within six months,
adding eleven employees to bring it to a total of fifteen. Despite this
rapid increase, the computing center went through a taxing phase of
personnel shortages. Throughout 1962, the staff made “large personal
sacrifices” by working night shifts and weekends.”

The overtime was necessary in part because existing staff needed to
train new staff and familiarize them with Allianz’s operations. Even ex-
perienced programmers required a half-year training period, which
placed an additional burden on the senior programmers. Although the
computing center staff had regularly worked overtime since 1956, the
1962 transition appears to have been an extraordinarily taxing time.
The cost-consciousness that led the company to hire and train new staff
after—rather than in preparation for—installing the IBM 7070/1401s
had finally taken its toll, and three employees left the computing cen-
ter during 1962.%2

The mixed demography and background of the computing staff may
explain the taxing work conditions and the staff’s comparably low sta-
tus. Of BWA’s six new programmers, four were men and two unmar-
ried—and presumably young—women.” Programming staff in the
United States also included both men and women and distributed work
among them by gender. At Metropolitan, for example, five men served
as lead programmers, while one man and three women performed flow-
chart and coding functions in assistant positions.’* The work distribu-
tion among Allianz programmers probably followed a similar gender
division. In addition to the programming staff, BWA hired three new
computer operators, including a man, a woman who transferred from
the punch card department, and an unmarried woman; two unmarried
women were hired for support functions, such as archiving magnetic
tape and typing. Hiring women and former punch card operators as
computer operators seems to have been a common practice in Europe.
For example, at the British company Tube Investments Ltd. women
usually took a keypunch exam, then worked for three years in the key-
punch department and for about two years as tabulating machine oper-
ators, learning to operate virtually all punch card machines before they
were trained as computer operators for the IBM 1401. The best 1401
operators later operated the larger IBM 7070.5 Following these prec-
edents, a large portion of Allianz’s technical computer personnel had
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the demographic characteristics of routine staff and were presumably
paid at comparatively low levels.

BWA continued to emphasize its small staff as one of the reasons
that the Allianz computing center was more cost efficient than typical
computer centers in the United States. By the early 1960s, BWA found
that US companies allowed the cost of programming personnel to
amount to 50 percent of a computer installation’s rental price. While di-
rect comparisons are problematic because the currency conversion and
different salary levels lead to an undercalculation of salary and over-
calculation of machine costs, BWA emphasized that in 1963, even after
the massive increase in personnel in the previous year, the program-
ming costs only amounted to 20 percent of the machine rental. While
this cost ratio was a slight decrease from the operations of the IBM 650,
which had achieved personnel cost ratios of 16.9 percent in 1957 and
18.5 percent in 1958, BWA still celebrated it as a remarkable accom-
plishment.*® By 1964 BWA had only minimally increased its computing
staff to eighteen, thus running the computing center with less than a
third of the staff common in comparably large computer installations
in the United States."”

BWA'’s focus on the computing staff conceals another labor effect of
computerization, particularly as Allianz’s computing department took
over more and more daily operations. For an electronic computer to
process office operations, information first needed to be converted into
a computer-legible format. At Allianz, as at most computer installations
in the 1960s, this was done by transferring the information to punch
cards and feeding it into the computer. As the computer took over more
and more operations, increasing amounts of information needed to be
entered into punch cards, which created an often neglected yet essen-
tial group of keypunch operators. At Allianz, BWA reported that the
overall number of employees in the punch card departments remained
stable at about 350 in the decade after the introduction of the IBM 650.
This apparent stability concealed a shift within the departments: the
proportion of keypunch operators within the departments increased
from less than 50 percent in 1956 to almost 70 percent in 1966.5 In
other words, the number of keypunch operators grew by about sev-
enty, creating a group that would have to be taken into account in pro-
ductivity calculations. As noted earlier, however, BWA did not include
the costs of the keypunch operations in its reports for the computing
center.

BWA managerial staff also continued to use the computing center
to elevate its own position in relation to other Allianz departments.
When planning for the installation of the second computer, BWA even
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advocated centralizing not only the organization of work but also the
data processing operations. BWA argued that a centralized computer
system—consisting of an IBM 7070 and two 1401s in Munich or else-
where—would be the best system for averting personnel issues, as-
suring uniform work processes, and saving costs because space and
air-conditioning would need to be provided at only a single location.
If this scenario had become reality, the branch offices would have
punched and tested the punch cards, and the computer center would
have performed all other work. The considerations for centralizing
Allianz’s computer operations seem to have been inspired by foreign
models. For example, Schafer reported in 1959 that most American
property insurance companies installed their computers at their home
offices for statistical analyses in the expectation that a central instal-
lation increased the uniformity of work processes. BWA also observed
that Groupe Drouot, a French insurance company, accepted consider-
ably higher operating costs for its IBM 705 compared to previous oper-
ations because the company hoped that computer automation would
help establish uniform work processes throughout its recently merged
five insurance companies and thus help increase centralized control.

AtAllianz, however, the centralization plans did not come to pass, and
each branch office was eventually equipped with its own IBM 1401, pri-
marily to print premium bills locally. By the early 1960s, as Muller-Lutz
noted, such decentralization was also a common trend among property
insurance companies in the United States. According to Muller-Lutz,
US property insurance companies increasingly chose more decentral-
ized systems with electronic “satellites” in branch offices, while life in-
surance companies centralized their operations in their home offices.®
Allianz’s data processing operations thus remained decentralized, and
BWA continued to centrally control the local work processes.

BWA also continued to seek control over the office organization
in other Allianz departments—efforts that did not pass without resis-
tance. For example, the head of the Allianz administration, Rudolf
Eversmann, defended continuing his direct interactions with IBM when
Miiller-Lutz made “a last effort” to convince him that all contacts with
IBM and other organizational matters should be centralized with BWA.
Likewise, conflicts with the chief accounting department—which main-
tained control over its own punch card operations—continued into the
late 1960s.”” BWA insisted throughout the 1960s that planning and co-
ordination should be centralized, and to this end a new committee, the
so-called structural commission (Strukturkommission) was formed in
1967."' The centralization of planning thus remained a contested issue
at Allianz.
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While BWA continued gathering information abroad, using IBM
equipment, working with a small computer staff, and centralizing its
control over Allianz’s office organization, the new IBM 7070/1401 in-
stallation brought a significant change in its operations. In addition to
the statistical tasks previously run on the IBM 650, the IBM 7070 also
performed operations such as inventory management, premium bill-
ing, and, a little later, payroll. By computerizing these new areas of of-
fice work, BWA changed Allianz’s daily data processing operations and
directly affected operations in the punch card, filing, and other depart-
ments. It also created the kind of integrated data processing applica-
tions that, in Yates’s view, allowed life insurance companies to overcome
the productivity paradox.

Allianz’s experience with its first two computer generations and
their effects on operating costs contributed to the company’s remark-
able decision to delay the installation of a new computer generation
when, in 1965, IBM offered early delivery of one of its third-generation
computers, the System/360. BWA, however, estimated that Allianz’s
current computer would still provide sufficient capacity for several
years. Undertaking another computer transition only three years af-
ter installing the 7070/1401s would have forced Allianz to forfeit the
cost-efficiency that BWA expected to occur after three or four years of
operations. In addition, Allianz had spent DM 1.5 million to upgrade
its IBM 7070 into a larger 7074 system as recently as 1963.”% An early de-
livery of the System/360 would have devalued this investment. Loath to
undertake the extra programming work required for a transition, BWA
preferred to optimize its current equipment and to implement uniform
procedures across all branch offices to prepare for a smooth transition
to the next computer generation at a later time. BWA’s traditional cost-
consciousness favored a more conservative, slower transition to the next
computer generation.

BWA also seems to have been wary of being sold unproven technol-
ogy. BWA members noted that sales for the IBM 360 did not measure
up to IBM’s expectations, despite considerable advertising, and they
doubted whether IBM’s assurance that 1401 programs could be trans-
ferred to the 360 without problems would prove true. Miller-Lutz
found these suspicions confirmed during a trip to the United States a
few months after rejecting IBM’s offer. US computer experts stated that
the transition to the 360 required considerable reprogramming, that
the 360 was not yet fully developed, and that the severe competition
in the computer market may have led to premature announcement and
delivery of the 360.”
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Last but not least, IBM’s vice president, Manfred P. Wahl, extended
the System/360 offer in an attempt to repair chilled customer relations
with Allianz. BWA had learned several months earlier that IBM had in-
stalled a high-speed 1401 printer at Albingia, an insurance company
in Hamburg. This high-speed printer increased the capacity of a 1401
computer to such a degree that Allianz would be able to return several
of its rental 1401s. IBM discouraged Allianz from pursuing the printer
because it was a special printer (not in serial production) that had many
technical problems. But Miller-Lutz suspected that IBM sought to keep
customers from enhancing their 1401s with the printer in order to pre-
vent others from holding back their 360 orders.” Delivery delays, how-
ever, prevented Allianz from immediately acquiring the printer. Eager
to install these new printers, Allianz disapproved of IBM’s preferential
treatment of Albingia, and BWA calculated that the delay cost Allianz
DM 400,000-600,000, a considerable amount for the cost-conscious de-
partment. IBM’s offer of a System/360 was an unwelcome consolation,
because rather than optimizing the current computer system, yet an-
other system transition would create disruptions and additional costs.”
Allianz eventually installed an IBM System/360 in 1968, after a three-
year deferral; however, this wait was a logical consequence of Allianz’s
priority for cost savings over the exploitation of first-mover advantages.

Conclusion

Allianz was an unlikely computer pioneer in 1956, cost conscious and
risk averse. In 1956 postwar West Germany, Allianz acquired an elec-
tronic computer despite conditions that might have weighed against its
doing so: the company had only completed its new headquarters two
years earlier; denazification and restitution had bound up corporate
manpower and financial resources for years; bank credits were scarce;
and low salary levels and abundant labor made manual information
processing a viable alternative to machine operations. At Allianz, the
computer became an ultimate arbiter of numeric objectivity. Computer
calculations also projected an air of objectivity, giving Allianz manage-
ment the aura of making its managerial decisions on the basis of com-
putable (that is, universal) information.” Finally, Allianz’s meticulously
quantified reports expunged any fear that the decision to acquire the
computer would have been uncertain or risky. Allianz’s management
helped boost BWA’s position by allowing the department to assert cen-
tralized control over the company’s office operations. And although a
closer historical reading casts doubt over some of the quantified claims,
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the numbers seemed to speak for themselves, making the rational argu-
ment of cost reduction.

Promising cost savings without requiring risky changes in Allianz’s
daily operations, the IBM 650 met Allianz’s needs in the mid-1950s. As
BWA continued to adopt electronic computers and other rationaliza-
tion technologies and methods, the company stayed true to its prin-
ciple of cost reduction. By the early 1970s, an Allianz executive still
emphasized that the company wanted not only to “replace human labor
with machine labor” but also to achieve “appropriate cost savings.”””
Combining the computer installation with an extensive rationalization
program enabled BWA to acquire an electronic computer in 1956 in an
economic and political climate that was otherwise hostile to the acqui-
sition of unproven capital-intensive machinery. It also caused Allianz to
deviate from the technological trajectory toward ever faster and more
powerful systems that IBM and other computer manufacturers pur-
sued. Instead of acquiring the latest equipment at the earliest possible
time, BWA sought to optimize the use of its current computer system,
turning Allianz from an early into a late adopter by the late 1960s.™

Allianz displayed remarkable cost-consciousness in its computer op-
erations. BWA’s countless reports sought to show that Allianz realized
significant cost reductions through its computing operations. The ex-
traordinarily sparse staffing of BWA’s computing center certainly con-
tributed to this cost reduction. Nevertheless, despite BWA’s meticulous
documentation of the computing center operations, any attempt at cal-
culating the company’s productivity increases has to remain incomplete
because of a lack of information on factors that BWA managers did not
take into account—for example, the work of the increasing number of
keypunch operators who provided essential support functions for the
computing center. Allianz’s example thus demonstrates the problems
of historically determining productivity increases from information
technology.

Finally, BWA’s managerial staff used the computer installation to
assert their control over Allianz’s punch card and office operations.
Previously, local punch card managers and the heads of Allianz’s line
departments oversaw the operations in their departments; they decided
which operations were done and in which way. Now, BWA argued that
the central computer operations required standardization of punch
card and other clerical work that produced the data for automatically
processing; only if the data were uniform could automatic processing
be efficient. Not surprisingly, BWA’s pursuit of more control met with
resistance, and it pitched BWA’s managerial staff against managerial
staff in other Allianz departments. Technology historian David Noble
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has shown that industrial automation in the United States increased
the control of corporate management over shop floor operations.
Similarly, automation at Allianz increased the control of BWA man-
agement over Allianz’s office operations. Although in industrial auto-
mation the changes in control pitched white-collar against blue-collar
employees, the changes in control at Allianz occurred within the white-
collar workforce; they pitched the often young, college-educated BWA
staff against experienced managerial staff who had mostly started as
apprentices in the insurance industry and who had risen through the
ranks of Allianz management.
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