
Puzzle: Understanding the Framework for a Forecast System 

Question: 

Below are different components of a forecast system framework. Match each component with 

its correct description. 

 

Components of the Forecast System Framework: 

1. Data Collection and Analysis 

2. Model Selection 

3. Forecast Error Measurement 

4. Communication and Reporting 

5. Demand Planning Integration 

 

Descriptions: 

A. The process of selecting the most suitable forecasting model based on the nature of the 

data, accuracy requirements, and forecasting horizon. Common models include moving 

averages, exponential smoothing, and regression analysis. 

B. Gathering historical data, customer feedback, market trends, and other relevant factors to 

build accurate forecasts. This step includes cleaning and preparing the data for further 

analysis. 

C. A process of measuring the accuracy of forecast models by comparing predicted values 

against actual outcomes. Key error metrics include Mean Absolute Error (MAE), Mean 

Squared Error (MSE), and Bias. 

D. Ensuring that the forecast is communicated clearly across departments and stakeholders to 

align with operational, production, and sales plans. Regular reporting helps monitor forecast 

accuracy and adjust strategies. 

E. Aligning the forecast with demand planning processes to ensure that the predicted demand 

drives the necessary inventory levels, production schedules, and procurement plans. 

 



Answer: 

1. Data Collection and Analysis → B. Gathering historical data, customer feedback, 

market trends, and other relevant factors to build accurate forecasts. This step includes 

cleaning and preparing the data for further analysis. 

2. Model Selection → A. The process of selecting the most suitable forecasting model 

based on the nature of the data, accuracy requirements, and forecasting horizon. 

Common models include moving averages, exponential smoothing, and regression 

analysis. 

3. Forecast Error Measurement → C. A process of measuring the accuracy of forecast 

models by comparing predicted values against actual outcomes. Key error metrics 

include Mean Absolute Error (MAE), Mean Squared Error (MSE), and Bias. 

4. Communication and Reporting → D. Ensuring that the forecast is communicated 

clearly across departments and stakeholders to align with operational, production, and 

sales plans. Regular reporting helps monitor forecast accuracy and adjust strategies. 

5. Demand Planning Integration → E. Aligning the forecast with demand planning 

processes to ensure that the predicted demand drives the necessary inventory levels, 

production schedules, and procurement plans. 
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