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Digital innovation, functioning as a strategic driver, plays a vital role in transforming
banking operations and advancing system management. Despite its significance, a
theoretical gap persists regarding how digital innovation can effectively enhance system
management performance. Therefore, this study aims to develop a comprehensive model
of digital innovation for system management development utilizing a novel approach within
the banking sector. This developmental research employs a qualitative approach grounded
in the grounded theory method. Data were collected through in-depth semi-structured
interviews with 14 university professors and banking experts, selected via purposive and
snowball sampling techniques. The collected data were rigorously analyzed using
MAXQDA software across three systematic stages: open, axial, and selective coding. The
analysis identified several core categories, including individual, managerial, organizational,
environmental, regulatory and legal factors, IT infrastructure, developmental factors, and
value creation elements. Consequently, the study's paradigm model was successfully
structured around causal, contextual, and intervening conditions, alongside actionable
strategies and ultimate consequences. The findings indicate that institutionalizing digital
innovation necessitates concurrent attention to human, managerial, and organizational
dimensions. By implementing targeted system management development strategies and
upgrading IT infrastructures, banks can effectively mitigate environmental and legal
threats, achieve sustainable competitive advantages, enhance overall productivity, and
successfully reengineer their business processes.
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