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Abstract
The objectives of this research were to find and validate a causal relationship

model of product innovation indicated that the intention towards product innovation was a
direct cause of organization effectiveness. The researchers used quantitative methods which
involved empirical research. The research tool was a questionnaire to collect data from 656
executives of the company has been promoting investment. The statistics used in data analysis
were frequency, mean, and structural equation model analysis.

It was found that the model was consistent with the empirical data. Goodness of fit
measures were found to be: Chi-Square (X2) is 32.36 at degree of freedom 45, P-value 0.920.

Chi-Square relative (Xz/df) is 0.719, Goodness of Fit Index (GFI) is 0.995. Adjusted Goodness of
Fit Index (AGFI) is 0.979 and Root Mean Square Error of Approximation (RMSEA) is 0.000 It was
also found that (1) market orientation had a positive and direct influence on product
innovation (2) organization culture had a positive and direct influence on product innovation
(3) knowledge management process capability had a positive and direct influence on product
innovation (4) market orientation had a positive and direct influence on organization
effectiveness  (5) knowledge management process capability had a positive and direct
influence on organization effectiveness (6) product innovation had a positive and direct
influence on organization effectiveness  (7) market orientation had a correlations on
organization culture and (8) knowledge management process capability had a correlations on
organization culture. The result confirms a causal relationship model of product innovation.
Among five components of model of a causal relationship model of product innovation are
found: propriety, accuracy, utility, accordance with relevant theories and research of

conceptual frameworks.

Keywords : Product innovation, Market orientation, Organizational culture, Knowledge

management capability, Organizational performance
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