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Executive SummaryWenyue Wang
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This eresearch presents an analysis of Aurora Innovation's corporate change management, a company experiencing significant growth and multiple changes in its short history. The declining net profit trend over the past four years suggests potential room for improvement in internal personnel change management. Using McKinsey & Company's 7-S Framework, ADKAR's Change Management Model, and William Bridges' Transition Model, this report delves into the changes of Aurora Innovation and offers suggestions for its future development. Aurora Innovation, a self-driving technology developer, faces challenges in its business model amidst a declining net profit. Major changes in the company include partnerships, acquisitions, and expansion into new markets. These have allowed the company to invest in technology development and grow its impact. The report acknowledges limitations in its theoretical analysis framework, including a lack of comprehensive literature reviews, potential discrepancies in the assumptions about the decision-makers' thought processes, and an incomplete understanding of the role of other companies in the supply chain. Despite these limitations, the three change theory models provide valuable insights into Aurora Innovation's decision-making process and the effectiveness of their change management strategies. By using these models in conjunction, the report aims to identify opportunities for improvement and guide the company toward sustainable long-term development.
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[bookmark: _Toc134131509] Introduction
The research objective of this report is Aurora Innovation's corporate change management. Aurora Innovation is a company that's less than a decade old. In just a few years, its company size, personnel composition and business development model has changed many times. At the same time, the company's financial data show that the company's net profit in the last four years is in a declining trend. Therefore, the report has reason to believe that the company has great room for improvement in the change management of internal personnel in the process of change. Using McKinsey & Company's 7-S Framework, ADKAR's Change management model, and William Bridges' Transition Model, three change theory tools discuss and analyze the changes of Aurora Innovation and provide corresponding suggestions for future development of Aurora Innovation based on the analysis.
The limitation of this paper is that the theoretical analysis framework is insufficient. This is mainly reflected in the failure to review more literature reviews. In addition, because discussions of organizational change decisions are based on assumptions about the thinking of the people who are making them (Aurora Innovation's leadership) and because there is no official documentation of how the people are thinking at the time, some of it may be skewed from reality. In addition, an incomplete understanding of the role of other companies in the supply chain of the industry (front-end technology) in which the company is involved will also influence the analysis of external environmental factors.
[bookmark: _Toc134131510]The Theoretical Model Used in The Report
Aurora Innovation is a new startup, and its founders and leadership core have great resumes. I use the following models to try to understand their thinking paths when making decisions about mergers and acquisitions, staffing changes, and business research and development.
One of the important change theories used in this report is McKinsey & Company's 7-S Framework. This theoretical model can help the analyst diagnose the problems within the organization. The advantage of this model lies in the consistency of the seven indicators mentioned, which explains the important role of coordination in organizational efficiency, including Style, Skills, Systems, Structure, Staff, Strategy and ad Shared Values. According to Jurevicius (2022), the 7-S model is very useful for evaluating the effectiveness of organizational change management and understanding the effectiveness of organizations. It can help us understand the degree of interaction between corresponding elements of an organization and the possible changes in the future (Jurevicius, 2022). Among the seven elements designed by this theoretical model, Strategy, Structure, and System are the "hard elements" that managers can easily identify and directly change through management. In contrast, Skills, Styles, Staff, and Shared Values are intangible "soft elements" that make it difficult for managers to make accurate descriptions of relevant aspects. No matter the hard or soft elements, they have the same important consideration value in the management or leadership in the company change organization. This model can help my paper to deeply explore and analyze the effectiveness of Aurora Innovation's organizational merging behavior. McKinsey & company's 7-S Framework can also help to examine which factors can influence possible changes in the organization's future development. There are some limitations to using this model. For example, the model does not address any external factors that affect the organization.
Another change theory used in this report is the ADKAR Change Management Model. The five aspects of ADKAR's model include Awareness, Desire, Knowledge, Ability, and Reinforcement. This model advocates a bottom-up approach that starts with individual employees (Malhotra, 2019). Analysts can view the elements represented by these five capital letters as all the goals that need to be achieved in organizational change to help effectively plan organizational change. First of all, organizational leaders need to focus on internal communication, training and other forms of activities to ensure that every stakeholder in the organization understands the importance of a specific change (Wiesner et al., 2018). This situation is a trust-building process, not simply a notification or request from the leader to the employee. Therefore, each stakeholder of the organization needs to fully understand the content and purpose of the change through communication and learning so as to form an invisible driving force within the organization from a more macro level. The characteristic of this driving force is that each member of the organization can follow or lead the rhythm of the whole change so that the change goes in a more positive direction (Woerrlein & Scheck, 2016). Secondly, organizational leaders need to communicate the benefits of change to each internal stakeholder. This interest is not an empty goal such as "conducive to the development of the sector". A more actionable set of benefit objectives, supported by data and implemented in phases (Ludin et al., 2017), can help an organization's stakeholders understand that they can reap benefits. In addition, due to the diverse characteristics of stakeholders in an organization, leaders need to set different interest goals for different stakeholders. Within the organization, interest is the main factor that guides people to have positive initiative. Thirdly, the knowledge and skills needed in the organizational change process should be carried out through professional training (Shen, 2020). Every employee in the organization needs to have a comprehensive understanding of the way, necessity, procedure, stage, design stakeholders, possible risks, etc., of organizational change. Through education, training and other means, stakeholders of organizational change can have higher standards for their own behavior and soft skills and adapt to the process of change (Zhuo and Hu, 2020). Fourthly, the main feature of this model is to define the goals and tasks of organizational change within the scope of everyone's responsibility and consciousness, to require and cultivate the behavioral ability and understanding that each stakeholder needs to have before the change occurs and to integrate the whole training-related practice throughout the whole change process (Henningsmoen & Solis, 2018). Fifth, the model also guides managers on how to change the new norm within the organization. In order to "regularize" the change, the organization needs to develop comprehensive evaluations and incentives to identify and recognize everyone's actions and efforts during the change process (Conner et al., 2016). At the same time, the model also has a disadvantage in explaining Aurora Innovation's changes: for more complex change plans, the model lacks a direction setting. Therefore, it is a wiser decision to use the ADKAR model in conjunction with other models to explain Aurora Innovation's change management.
The third theory of change used in this report is William Bridges' Transition Model. This model consists of three stages: Ending, Neutral Zone, and New Beginnings, which explain the psychological acceptance process of people in the face of change (Miller, 2017). Similar to ADKAR's Model, William Bridges' Transition Model focuses on individuals in organizational change. The first stage of transition begins when organizational managers realize that the organization is experiencing loss or a slower pace of growth (Bertini, 2019). This means that organizational managers begin to consider which management methods should be adjusted and discarded and which management strategies should be retained and improved. Organizational managers then need to make transition strategies and implementation plans for each stakeholder's identification gap between the old and new realities (Tann, 2021). People feel pressure when they face new demands on their abilities and knowledge. This pressure acts positively on the organization's stakeholders, who will improve themselves and have a greater sense of responsibility for organizational change. On the contrary, when the pressure exerts a negative effect on the stakeholders of the organization, they will have pain, anxiety, confusion and other negative psychological effects, thus hindering their behavior and ability from changing (Starr, 2017). When stakeholders develop new attitudes and values about organizational change, that's when they release their energy. They will feel satisfied and self-improved in the change and, at the same time, gain the corresponding benefits.
William Bridges' Transition Model requires managers to monitor the change and improvement of each person in the organization in these three stages, ensure that they have positive behavioral ability and cognition under pressure, and build the internal motivation that is conducive to the development of the organization after the change (Peetz, 2019). My paper attempts to use this model to discuss the future direction and trend of Aurora Innovation. In addition, because the model emphasizes the organizational change process, it is also helpful to evaluate the previous change measures of Aurora Innovation.
[bookmark: _Toc134131511]Company Overview
Aurora Innovation, founded in Pittsburg, Pennsylvania, in 2017, is a developer of self-driving technology for trucks and passenger cars. It provides hardware, software and data services about autonomous driving and refers to its business collectively as "Aurora Driver." Aurora Innovation has offices and partners in eight more cities. The company's mission is to fundamentally transform the global road safety system and transportation market by making road travel safer, more efficient, convenient, and smarter. The company is in the process of rolling out a driverless truck product called Aurora Horizon, expanding from a driving package to a finished vehicle. In 2021, Aurora Innovation generated a profit of approximately $82,000 thousand; In 2022, the company generated a profit of approximately $69,000 thousand, a 17.07% decrease from 2021 (Aurora Innovation Annual Report, 2022). Based on the company's Net Income data, Aurora Innovation's net income for the four years from 2019 to 2022 was -$94,080 thousand, -$214,000 thousand, -$755,000 thousand, and -$1,723,000 thousand. And -$1,723,000 thousand (Aurora Innovation Annual Report, 2022). The company's net profit is declining, which means the company is facing challenges in its business model. This report believes that in addition to considering the fluctuations of the macroeconomic environment and market conditions (such as the impact of the Covid-19 pandemic on the economy and market and the requirements of climate change on the sustainable development of enterprises), the company needs to consider the change management in its own business process. This will use the company to make long-term development plans for the future.
[bookmark: _Toc134131512]Major Changes in Aurora Innovation
Aurora Innovation has undergone the following major changes since its establishment. Aurora Innovation has undertaken and continues to plan partnerships and acquisitions with automotive companies, Advanced Technology Companies, and fleet operators. Aurora Innovation is expanding its business and enhancing its impact through strategic partnerships. For example, in 2018, Aurora Innovation provided autonomous driving software and hardware systems to Volkswagen, Hyundai Motor, and Nvidia. In 2019, Aurora Innovation acquired Blackmore, a company that developed lidar technology and entered into a research and development partnership with Fiat Chrysler Automobiles. From 2020 to early 2021, Aurora Innovation completed the acquisition of Uber's autonomous driving division; Uber owns part of Aurora Innovation through an investment in the company. In 2021, Aurora Innovation partnered with PACCAR and Toyota to develop autonomous vehicle products. In the same year, Aurora Innovation acquired OURS Technology and Reinvent Technology Partners Y and merged with Legacy Aurora. Aurora Innovation's key strategic partners include PACCAR & Volvo, Toyota, FedEx, and Uber. Partnerships and acquisitions have not only enabled Aurora Innovation to expand its business, but they have also enabled Aurora Innovation to invest in technology development in San Francisco, Montana, and Texas.
The change management of an M&A project is a relatively complicated process. Generally speaking, at the beginning of the corresponding M&A project, the upper level of the organization has a comprehensive understanding of the relevant information of M&A reform; For lower-level staff or other stakeholders, managers will generally be cautious about the disclosure of restructuring information, which may cause operational fluctuations within the organization. When managers and core leadership need to examine the real power of organizational restructuring, the ideology of organizational change moves to the real environment, which makes the original motivation of merger and reorganization the driving force of change (Buckley & Ward, 2016). In this process, the incomplete understanding of the reform and the consideration of the threat to their own practical interests will hinder the reform and development of the organization through merger and reorganization. In addition, once the organizational system completes the reform objectives of the merger, new organizations will be formed and need to develop steadily so as to achieve a positive evolution of the organization and show different core competitiveness than before the merger (Springer, 2019). The characteristic of this change is that the collaborative process after the change is very important: at this time, the organization faces the problem of whether the core competence can continue to play a good role, which is crucial for the organization's post-change management.
Second, Aurora Innovation has effectively managed change in human resources within the organization. In 2018, the company had over 100 employees and nearly half its leadership team (Aurora Innovation's website). As of December 2022, Aurora Innovation has 1,700 full-time employees, and nearly 90% of them are in technology R&D (Aurora Innovation Annual Report, 2022). Aurora Innovation's staffing changes are trending toward a "technical workforce" as the primary productivity. This situation is interesting because Aurora Innovation's partnerships, acquisitions, and other activities involve risk control, assets, and financial management. In theory, Aurora Innovation needs a large number of financial and legal personnel. My research focuses on how to deal with the equally important matters of finance, legal affairs and marketing with the technology-centered personnel structure of the organization.
The effective management of human resources plays an important role in this reform. Aurora Innovation's personnel adjustment is a change in the core personnel composition within the organization, which reflects the close connection between the personnel change and the business of the organization (Leonard et al., 2023). The challenge in this change is understanding the different departments within the organization. Clearly, the presence of technology developers at the center of the organization has given them a heightened sense of their own value. At the same time, it is easy to create inequities within Aurora Innovation, where technology developers are more qualified for higher benefits, or they are more representative of their contributions to the organization. Staff in other departments, such as finance, human resources, logistics, etc., may have a more negative attitude toward the reform, such as denying their contribution to the company and doubting their status (Babalola et al., 2016). This situation requires managers to construct and channel the psychological changes of every staff, including core technical R&D staff, so as to avoid the formation of a disharmonious cultural environment within the organization, which poses a threat and resistance to the future development of the organization.
Third, Aurora Innovation is making continuous changes to the content of its business: its products. Aurora Innovation's products range from autonomous software systems for commercial vehicles to hardware systems, autonomous vehicle products, and road safety solutions, demonstrating the organization's sensitivity to market, technology, and economic changes. My research attempts to analyze the effectiveness of business content change from both the internal and external environment of the organization.
Aurora Innovation's business changes have a lot to do with the external environment, such as the development of technology, people's requirements for safe driving, and the future of intelligent development in the industry. On the one hand, Aurora Innovation wants to increase the profitability of the organization through business change; Aurora Innovation, on the other hand, hopes to maintain its competitive edge in the market with this change. In the context of this business change, Aurora Innovation seems to focus more on the company's bottom line and the needs of external stakeholders. Aurora Innovation, for example, has focused on partnerships with third-party fleets and restructured its monetization model. Customers with intelligent driving needs will need to purchase the rights to Aurora Driver from a third-party fleet. Customer demand and third-party fleet demand is the profit point of this business model. Aurora Innovation, however, has no public presentation or data to its internal stakeholders to demonstrate that it improves the actual benefits of its internal employees.
[bookmark: _Toc134131513]An Analysis of Aurora Innovation Changes
According to the above statement, Aurora Innovation's changes focus on mergers and acquisitions, staffing changes, and business model expansion. As a company established less than a decade ago, the short-term visibility is linked to the high quality of its products and services as well as its cooperation with well-known automobile brands in the industry. These changes seem successful, but they don't really focus on increasing the overall value of their employees. For example, in the change of corporate merger and reorganization, whether the behavior habits and acceptance degree of employees in the organization adapt to the development speed of corporate merger and acquisition. Another example is whether the company pays attention to the high sensitivity of other employees to performance and personal interests in the process of personnel structure adjustment. In addition, in the process of business expansion, whether the company's staff other than the core technology research and development personnel have a deep and professional understanding of the changes in the technological environment (Czerniachowicz, 2019). All of these issues are holding back Aurora Innovation as a whole. According to Aurora Innovation's annual financial data, there are reasons why the organization's net profit has declined in the last four years. When the core driving force of the staff inside the organization cannot keep up with the speed of the implementation of organizational change, the organization will present the problem of "internal emptiness", which seriously affects the organization's long-term development.
According to the reform theory of McKinsey & Company's 7-S Framework, Aurora Innovation focuses on three hard indicators in McKinsey & Company's 7-S Framework for the reform of M&A and reorganization: Strategy, Structure, and System. The company has precise planning and strong core execution for each business acquisition, which enables the organization to produce compelling merger results every other year. However, Aurora Innovation did not focus on internal soft factors related to change during the process of M&A and restructuring, namely Skills, Styles, Staff, and Shared Values. For example, the acquired company is an industry focused on other forms of products and services, and their perceptions of the skills needed by employees and organizational cultural values are different from those of Aurora Innovation. Therefore, the consideration of soft factors that can promote the success rate of change is effective for Aurora Innovation in managing M&A and restructuring changes.
According to the ADKAR Change management model, from the business dimension, a successful change in an organization needs to consider the business requirements, the definition of the scope of the change project, the solution of the process and organizational structure, the development of new systems, and the specific implementation process. This focuses more on the cognitive abilities of each stakeholder. Aurora Innovation is an organization characterized by strong leadership decisions about change. In this environment, internal employees, especially those outside the core of technology development, often exist as collaborative screws. In addition, other employees in the organization are less willing to be reduced to a screw because of the awareness of individual rights, whether it's because of education or economic development. Especially after basic economic needs have been met, more and more people are unwilling to give up their pride and turn themselves into tools for a little financial incentive. In addition, the perception and response of the organization to the external environment are highly centralized. In a rapidly changing environment, a highly centralized environment awareness and response system can actually be very dangerous. Aurora Innovation is a centralized organizational mechanism for feeling and responding to environmental changes. In this feature, it is very important to motivate non-core employees to adapt to the process and implementation of the change. According to William Bridges' Transition Model, in the Neutral Zone stage, people should quickly give up certain beliefs, values, interests or behaviors they have cherished for a long time because the adaptation problem is mainly derived from people's cognition and mind. It will inevitably be a painful process of adjustment and even metamorphosis to a brand new system of values and interests, new roles and responsibilities.
[bookmark: _Toc134131514]Change Management Recommendations for Aurora Innovation
Improving the change management measures and methods of the organization will help the organization develop towards a good and more profitable direction in the future. The report makes the following recommendations for Aurora Innovation based on changes in three areas and the company's growth:
1. Control the rhythm of employees' adaptation and change in the form of mergers and acquisitions, and reorganization. By presenting the threats and challenges directly, it increases the sense of urgency and draws attention to the real problems. At the same time, the big problem is broken down into a number of small problems, and then a number of problem solving teams are established. The priority is to solve technical problems and adaptability problems with high maturity so as to dissolve, balance and control the pressure of problem solving. If necessary, consider postponing the process.
2. Contribute to a change in organizational culture. The biggest obstacle to organizational change is culture, so the first step is to change the corporate culture. According to the 7-S Framework change theory of McKinsey & Company, corporate culture is intangible and difficult to change. The culture can be changed only after behaviors are changed and the behaviors create benefits. By making the evidence clear that the new approach is more effective than the old one, the new approach is likely to be embedded in the corporate culture.
3. Improve the cognitive ability of non-core employees. Targeted training and learning should be carried out in view of cognitive differences so as to improve people's cognitive ability, reduce people's cognitive bias, and help people to form a consensus on the cognition of problems. For Aurora Innovation, a company with technology as its core business force, employees' knowledge structure and awareness of the technology field can facilitate changes in its business model.
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