   Note 4
The Rule of 72 
An aid in analyzing the Mattel case and other business situations you will encounter both in the course and in your career is the “Rule of 72.”  The rule states that if a quantity is growing at X percent a year, you can estimate how many years it will take for the quantity to double by dividing 72 by X.  
Thus when the “Jill Barad’s Strategy for Mattel” case states that Barad was seeking a strategy that would increase earnings by 15% a year, we can calculate how quickly that would cause earnings to double by dividing 72 by 15.  The result is that earnings would double at that growth rate every 4.8 years.  

A strategy that would increase earnings 10% a year would cause earnings to double every 7.2 years.  

