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ABSTRACT 

Manufacturing industry has over the years, been a major source of rapid productivity 

growth. The sector has also offered higher than average wages in full-time employment. 

Although manufacturing now seems to be declining in terms of national output (GDP) and 

smaller share of total employment, many economists argue industrialization is important for 

the growth of an economy especially for a developing country like Indonesia and especially 

the manufacturing sector which has shown to be one of the most important backbones of the 

Indonesian economy. The transformation of the manufacturing sector, and sustaining its 

competitiveness, remains among the major factors in determining the pace of economic 

activity in the country. This thesis analyzes the impact of investment on the growth of 

Indonesian manufacture industry by using Ordinary Least Squares (OLS), in range year of 

1991-2010. The result shows the positive relationship between Investment and the growth 

Indonesian manufacture industry. 
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