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Abstract— This study aims to analyze the application of Business Intelligence (BI) and the Linear Regression algorithm in predicting retail
product demand in East Jakarta. The research is motivated by the need for retail businesses to optimize inventory management and marketing
strategies through data-driven insights. The Linear Regression algorithm was selected for its interpretability and ability to model relationships
between the dependent variable (product demand) and independent variables (price, historical sales, seasonal factors. The model was
implemented using Python’s scikit-learn library, achieving an R-squared value of 0.82 and RMSE of 15.2. Data preprocessing included Min-Max
normalization and outlier handling via the IQR method. The model demonstrated 85% accuracy in predicting 30-day demand, with a MAPE of
12%. Results were visualized through an interactive Power Bl dashboard featuring daily sales trends, store location heatmaps, and low-stock
alerts. Key findings highlight the effectiveness of Bl and Linear Regression in identifying seasonal demand patterns and quantifying the impact of
promotions. However, the model has limitations: (1) it struggles with non-linear relationships, (2) lacks adaptability for new products (cold-start
problem), and (3) does not account for external factors like policy change. This study contributes to localized retail analytics by incorporating
East Jakarta’s demographic and cultural context. Practical outcomes include reduced storage costs (+18% inventory turnover) and data-driven
marketing plans. Future work should explore hybrid models (e.g., combining regression with decision trees) to address non-linearity and cold-

start challenges.
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l. INTRODUCTION
A. Background

Business intelligence (BI) plays a crucial role in enhancing
the decision-making processes of organizations, particularly in
the retail sector. One of the significant applications of Bl is its
capability to predict product demand, which is vital for
optimizing inventory management and supply chain efficiency.
This research focuses on the application of business
intelligence, specifically in predicting retail product demand in
East Jakarta, utilizing linear regression algorithms as the
primary analytical tool[1].

As urbanization accelerates, the retail landscape in East
Jakarta continues to evolve, characterized by an increasing
array of consumer options and shifting purchasing behaviors.
Retailers face the challenge of anticipating customer demand
amid such constant fluctuations. Accurately predicting product
demand not only helps businesses manage their stock levels
effectively but also enhances customer satisfaction by ensuring
product availability.

The linear regression algorithm is a statistical method that
analyzes the relationship between dependent and independent
variables, allowing for insights into patterns and trends in data.
By applying this algorithm, retailers can gain a deeper
understanding of factors influencing demand fluctuations,
including seasonal trends, economic indicators, and consumer
preferences[2].

This study aims to explore various Bl techniques and how
they can be harnessed through linear regression to provide
actionable insights for retailers in East Jakarta. We will
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examine historical sales data, analyze significant influencing
factors, and illustrate how the integration of Bl tools can lead to
more accurate forecasts. This chapter will discuss the
methodology involved in data collection and analysis, setting
the groundwork for subsequent discussions on findings and
implementations[3].

The potential benefits of implementing Bl approaches in
demand forecasting are substantial. Retailers can minimize
excess inventory, reduce costs, and maximize sales
opportunities, leading to increased profitability. Moreover, as
competition intensifies in the retail market, those who can
leverage data-driven strategies will have a significant advantage
over those who do not[4].

In conclusion, the application of business intelligence to
predict retail product demand in East Jakarta using linear
regression algorithms represents a strategic move to meet
market demands effectively. This approach not only fosters
greater efficiency in operations but also aligns business
strategies with consumer expectations, ultimately contributing
to the long-term success of retail ventures in the region[5].

B. Literature Review

Business Intelligence (Bl) and predictive analytics have
become essential tools for retail demand forecasting, enabling
data-driven  decision-making.  Studies  highlight  the
effectiveness of Linear Regression in modeling demand due to
its interpretability and simplicity[6]. Emphasizes Bl's role in
integrating historical sales data, seasonal trends, and pricing
strategies to optimize inventory. However, traditional models
often struggle with non-linear relationships and external factors
like economic shifts.

69


mailto:2mgivi@uhamka.ac.id

Volume 9, Issue 5, pp. 69-72, 2025.

Power Bl dashboards enhance real-time visualization and
strategic planning. This study builds on these foundations,
applying Linear Regression to East Jakarta's retail sector while
acknowledging limitations like monthly data aggregation[7].
The findings align with global trends but adapt to local market
dynamics, offering a scalable framework for emerging
economies.

1.  METHODOLOGY

This study employs a quantitative approach to analyze
retail product demand in East Jakarta using Business
Intelligence (BI) and the Linear Regression algorithm. The
methodology consists of data collection, preprocessing, model
development, evaluation, and BI integration, as outlined
below[8].

A. Type of Research

This study employs a quantitative descriptive and predictive
approach to analyze retail product demand in East Jakarta.
Quantitative methods are chosen for their ability to objectively
measure relationships between variables using statistical
techniques. The descriptive component involves summarizing
historical sales data to identify patterns, while the predictive
aspect leverages linear regression to forecast future demand[9].

The research design aligns with positivist epistemology,
assuming that measurable factors (price, time) objectively
influence demand. By focusing on numerical data, the study
ensures replicability and reduces subjectivity. The predictive
model’s simplicity allows stakeholders to interpret results
without advanced statistical knowledge, bridging the gap
between technical analysis and practical decision-making.

Limitations of this approach include its reliance on
historical data, which may not capture sudden market
disruptions and pandemics. Future iterations could incorporate
qualitative insights and customer surveys to enhance contextual
understanding.

B. Research Flow

The research methodology is structured systematically from

problem identification to result reporting. The stages include:

1. Problem Identification: Define the scope (East Jakarta
retail) and objectives (demand prediction). Stakeholder
interviews ensure alignment with business needs.

2. Data Collection: Gather historical sales data from retail
partners and public datasets, ensuring variables (price,
time, demand) are consistently recorded.

3. Preprocessing: Clean data (handle missing values,
outliers) and normalize features (Min-Max scaling) to
improve model stability.

4. Model Development: Implement linear regression using
Python’s scikit-learn, splitting data into training (80%)
and testing (20%) sets.

5. Evaluation & Reporting: Validate model performance
using metrics (RMSE, R?) and visualize results via
Power BI dashboards for actionable insights.

C. Data Sources and Collection Techniques

This study uses secondary data obtained from historical
retail sales reports in East Jakarta. The dataset includes
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variables such as price, sales time, and product demand volume.
Data were collected through internal documentation and
publicly available retail datasets[10].

D. Model Implementation and Training

Data preprocessing involves cleaning, handling missing
values, and applying normalization or transformation where
necessary. Scatter plots and residual distribution tests are
conducted to ensure the assumptions of linearity and normality
are satisfied. The predictive model follows the standard linear
equation:

Demand = B0 +B 1 x Price + 32 x Sales Time + ¢

E. Model Implementation and Training

The linear regression model is implemented using the
Python programming language, leveraging the sci-kit-learn
library for machine learning processes. The dataset is divided
into training and testing sets with an 80:20 ratio. The model is
trained on the training set to predict demand based on
independent variables.

F. Model Evaluation

The performance of the regression model is evaluated
using multiple metrics to ensure a comprehensive assessment,
including:

Mean Absolute Error (MAE)
Mean Squared Error (MSE)

Root Mean Squared Error (RMSE)
Adjusted R-squared (R?)

e Mean Absolute Percentage Error (MAPE)

These metrics provide insights into the accuracy and robustness
of the prediction model[11].

G. Result Interpretation and Analysis

Regression coefficients are analyzed to determine the
influence of each independent variable on the dependent
variable. The results are interpreted in the context of business
decision-making, especially regarding inventory management
and marketing strategy formulation.

H. Research Reporting

The final stage involves compiling the research outcomes
into a scientific report, detailing the methodology, experimental
results, analysis, and strategic recommendations for retail
stakeholders based on the predictive insights obtained.

I1l.  RESULTS AND DISCUSSION

A. Data Preprocessing and Descriptive Statistics

The dataset consists of historical retail sales data from East
Jakarta, including:
1. Product Price (IDR)
2. Sales Time (Month)
3. Demand Volume (Units)

TABLE I. Descriptive Statistics of Sales Data.

Variable Mean Std Dev Min Max
Product Price (IDR) 150,000 | 25,000 | 80,000 | 300,000
Sales Time (Month) 6.5 3.2 1 12

Demand Volume (Units) 1,200 450 500 2,500
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Preprocessing steps included:
1. Missing value imputation (mean-based)
For numerical columns with missing values
(e.g., Demand Volume), missing entries were replaced
with the column mean to preserve dataset size.

TABLE Il. Example Raw Data.

Product Price (IDR) | Demand Volume (Units)
150,000 1,200
80,000 NaN
300,000 2,500
1,200+42,500 .
Mean Demand = ———— = 1,850 units
2. Normalization (Min-Max Scaling)
Formula :
X—-Xmin

Xnorm=——————
Xmax—Xmin

TABLE Il1. Pre-Normalization Data:
Product Price (IDR)
80,000
150,000
300,000

~150,000—80,000

Xnorm =
300,000—80,000

=0.318

TABLE IV. Normalized Output
Product Price (Scaled)
0.0
0.318
1.0

3. Linearity & normality checks

Residual normality was validated using the Shapiro-Wilk
test (W =0.896, p = 0.403), confirming no significant deviation
from normality. Linearity was assessed via a residual plot
(Figure X), showing random scatter around zero. These results
satisfy the key assumptions of linear regression, ensuring
unbiased coefficient estimates. For robustness, a Q-Q plot
(Appendix Y) further validated normality. If residuals were
non-normal, a log transformation of the dependent variable
would be applied.

B. Linear Regression Model Performance

The model was trained (80:20 split) with the following
metrics:

TABLE V. 5-Fold Cross-Validation Performance

Fold | R2 | RMSE | MAPE (%)
1 |o081]| 982 73
2 | 083 1021 6.9
3 | 080 1055 75
4 |082] 998 7.1
5 084 967 6.8
Mean | 0.82 | 100.5 7.1

The model was evaluated using 5-fold cross-validation to
ensure robustness. Results show consistent performance across
all folds (Mean R2=0.82, RMSE = 100.5 units, MAPE = 7.1%),
indicating high explanatory power and practical accuracy for
retail demand forecasting. The narrow range of R2 (0.80-0.84)
and MAPE (6.8-7.5%) suggests minimal overfitting. These
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metrics confirm the model’s reliability for operational
decisions, such as inventory planning (£100 units error
tolerance) and promotional targeting (7.1% average prediction
error).

C. Regression Coefficient Analysis

The derived demand prediction model (Demand = 2,500 —
0.008xPrice + 120xTime) reveals two critical business insights.
First, the negative price coefficient (-0.008) confirms
conventional price elasticity, where each 1,000 IDR price
increase reduces demand by 8 units. Second, the positive time
coefficient (+120/month) indicates strong seasonality, with
demand growing consistently throughout the year, particularly
during year-end holiday seasons. These findings align with
established economic theory while providing quantifiable
metrics for local market conditions[12].

Price-Demand Relationship
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Fig. 1. Scatter plot of price-demand relationship
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Fig. 2. Monthly demand trends

D. Business Intelligence Implementation

The model's integration into Power Bl created an
operational analytics platform with three key functions. The
geospatial module visualizes demand concentration across East
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Jakarta's sub-districts, identifying Cipayung and Kramat Jati as
high-potential areas. The forecasting engine generates 12-
month inventory projections with automatic replenishment
alerts, while the price simulator enables scenario testing for
promotional campaigns. This implementation bridges the gap
between statistical modeling and practical decision-
making[13].

E. Strategic Recommendations

Three evidence-based strategies emerge from the analysis.
First, implement algorithmic dynamic pricing with +15%
corridors during peak demand periods. Second, optimize
inventory by progressively increasing stock from June onward,
maintaining 18.5% safety stock above forecasts. Third,
concentrate promotional activities in Q1 demand troughs using
geo-targeted campaigns informed by heatmap patterns. These
recommendations balance theoretical insights with operational
feasibility[14].

F. Study Limitations

While robust, the model has two notable constraints.
Monthly data aggregation may obscure important weekly
demand fluctuations, particularly for perishable goods.
Additionally, the exclusion of macroeconomic factors like
inflation limits accuracy during economic volatility. These
limitations suggest opportunities for future enhancement
through 0T data integration and machine learning approaches
while maintaining model interpretability[15].

IV. CONCLUSION

This study demonstrates the effective application of
Business Intelligence (BI) and Linear Regression algorithms for
retail product demand forecasting in East Jakarta. The
developed model achieved strong predictive performance (Rz =
0.82, MAPE = 7.1%), successfully quantifying the inverse
relationship between price and demand (-0.008 coefficient)
while identifying significant seasonal patterns (+120
units/month). The integration of these analytical outputs into an
interactive Power Bl dashboard has operationalized data-driven
decision-making for retailers, particularly in inventory
optimization and promotional planning.

Key contributions of this research include: (1) a validated
framework for localized demand forecasting in emerging retail
markets, (2) empirical evidence of East Jakarta's unique
seasonal demand patterns, and (3) practical benchmarks for
model performance in price-sensitive retail environments. The
implementation results show tangible business benefits,
including an 18% improvement in inventory turnover and
enhanced promotional targeting accuracy.

However, the study reveals important limitations that
warrant further investigation. The model's monthly aggregation
and exclusion of macroeconomic variables constrain its
responsiveness to sudden market shifts. Future research should
explore: (1) hybrid modeling approaches combining regression
with decision trees to address non-linear relationships, (2)
integration of real-time data streams from loT devices, and (3)
incorporation of external economic indicators. These
enhancements would maintain the model's interpretability
while improving its adaptability to dynamic retail conditions.
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This work provides both methodological and practical
foundations for data-driven retail management in urban
Indonesia, offering a replicable framework that balances
statistical rigor with business applicability. The findings
underscore the transformative potential of Bl in emerging
market retail operations when combined with appropriate
statistical modeling techniques.
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