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State Council of Hawaiian Homestead Associations & 
Hui Kakoóo óAina Hoóopulapula
This Policy Brief was commissioned by the State Council of Hawaiian Homestead 
Associations (SCHHA) and Hui Kakoóo óAina Hoóopulapula (Hui). The SCHHA and 
Hui work to protect and preserve the Hawaiian Home Lands Trust and envision a 
trust governed and operated in perpetuity by its beneýciaries. For more information 
on the SCHHA or Hui, write to or visit their website at www.schha.org and 
www.hawaiianlands.com

Council for Native Hawaiian Advancement
The Council for Native Hawaiian Advancement is a nonproýt organization that 
works to empower Native Hawaiians by providing training, technical assistance, 
research, advocacy, and opportunities to convene for Native Hawaiian organizations 
and communities. Consistent with its philosophy of Native empowerment, CNHA is 
a membership organization, governed by the Native organizations and communities 
it serves.

CNHA Policy Briefs
CNHA produces periodic brieýng papers on public policies of importance to the 
Native Hawaiian community.  CNHA Policy Briefs provide information and analysis 
that helps stakeholders make informed decisions about the public policies that affect 
Native Hawaiians, and actively contribute to policy formation.
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Introduction
Legislation is currently before Congress that would reafýrm that Native Hawaiians are an indigenous 
people, with political status and rights similar to American Indians and Alaska Natives.  If enacted, 
the legislation would reafýrm Native Hawaiiansô right to self-governance by creating a process for 
the United States to recognize a Native Hawaiian government, once formed, and to work with it, U.S. 
government to Native government.

Reafýrming the political status of the Native Hawaiian people protects existing trusts, programs, and 
agencies established to serve Native Hawaiians.  By putting the U.S. relationship to Native Hawaiians in 
its proper context, as one nation relating to another nation, this legislation clariýes that the U.S. interest 
in Native Hawaiians is as one political body relating to another, and not as a government relating to one 
of its racial minority populations.  Pending lawsuits that threaten to dismantle these entitlements by 
alleging that they are race-based would lack foundation.

The outcome of lawsuits and legislation related to federal recognition will have a dramatic impact 
upon people and communities across Hawaiói.  The potential social and political consequences are well 
understood by those on both sides of the federal recognition debate.  The economic beneýts associated 
with recognition are less well known, and rarely considered.  This Policy Brief examines the economic 
beneýts that would likely result from federal recognition of Native Hawaiians.  It presents information 
for consideration by policymakers and other stakeholders on the scale and variety of economic impacts 
linked to recognition.  A complete quantitative accounting of these economic beneýts is beyond the 
scope of this Brief. 

Federal Recognition for Native Hawaiians
Congress, in numerous acts, has recognized Native peoples as having an inherent right to self-
determination and self-governance that pre-dates the existence of the United States and has never 
been extinguished.  Congress has also found that self-governance is the most effective means for 
Native peoples to be self-determining and ensure the continued survival of Native peoples, languages 
and cultures.  In order for Native peoples to be effective in charting their own course, their political 
institutions must be empowered and recognized by the United States as valid governments.

Federal recognition involves: (a) ofýcial acknowledgement by the United States of an indigenous people 
with the right to self-governance, and (b) authorization of a process whereby those people can form a 
government and petition for formal recognition by the U.S.  In numerous Congressional and Executive 
acts, the United States has acknowledged that American Indians, Alaska Natives and Native Hawaiians 
are indigenous peoples with a continued right to self-governance.  The United States has a process in 
place for recognizing American Indian and Alaska Native governments, but to date, lacks a process for 
recognizing a Native Hawaiian government.

For the past two years, Native Hawaiians have asked Congress for parity in federal policy towards Native 
peoples, and to create a process for recognizing a Native Hawaiian government.  The push for a federal 
recognition process took on new urgency last year when Earl F. Arakaki and twelve other individuals 
ýled suit against the State of Hawaiói.  The plaintiffs hold that Native Hawaiians are racial minorities 
with no special political status or trust entitlements like other Native peoples.  Therefore, Plaintiffs 
argue, the trusts, agencies and programs established to beneýt Native Hawaiians are race-based, and 
must be dismantled under the Equal Protection Clause of the U.S. Constitution.1  The suit is expected to 
reach the Supreme Court on appeal within 2 to 3 years.

The costs and beneýts of federal recognition are inextricably linked to the Arakaki Lawsuit.  If 
recognition is not secured, and the Plaintiffs in the lawsuit prevail, state and federal trusts, agencies, and 
programs established for the beneýt of Native Hawaiians will be eliminated.  If recognition is secured 
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through an Act of Congress, the political status of Native Hawaiians will be clariýed and reafýrmed, 
existing programs and agencies will likely be protected, and the door would be opened for creation of 
a new Native government.  It is within this context of lawsuits and legislation that economic beneýts of 
federal recognition must be considered. 

The Economic Impact of Federal Recognition
Federal recognition is commonly debated in terms of its social and political effects.  Proponents 
of recognition frequently assert that without it, the Arakaki lawsuit will proceed to its anticipated 
outcome and 20,000 Hawaiian homesteaders will face eviction; more than 19,000 individuals waiting 
for homesteads (some of whom have waited for decades) will be dropped from the list; and programs 
that beneýt scores of organizations and thousands of individual Native Hawaiians will be eliminated.  
With recognition, the door will be opened for the creation of a new Native Hawaiian government and a 
variety of attendant risks and rewards.  These consequences of recognition are well known and regularly 
considered by those for and against its passage. 

The economic impact associated with federal recognition are less understood and rarely considered.  
These beneýts are substantial and are of three primary types: (1) the avoided costs of lost federal funding 
for Native Hawaiian programs; (2) the avoided costs of eliminating State agencies and programs serving 
Native Hawaiians; (3) other beneýts of recognition (over and above the avoided costs).  This Policy Brief 
examines each of these economic beneýts in turn. 

Avoided Cost of Lost Federal Funding
If federal recognition for Native Hawaiians is not secured, and the Supreme Court ýnds in favor of 
the Arakaki plaintiffs, one major consequence will be the elimination of federal funding targeted to 
Native Hawaiians.  Over the years, Congress has established numerous programs to support housing, 
community development, social services, education, and healthcare for Native Hawaiians.  Substantial 
sums of federal funding from these programs þow into the state of Hawaiói each year.  These funds 
have well known social impacts ï they work to address the social needs of Native Hawaiians.  But, they 
also have economic effects, creating jobs, providing contracting opportunities and supporting local 
businesses.

Combined spending for major federal Native Hawaiian programs is in excess of $59 million per year.  
The ýscal year 2002 appropriations for the major federal programs targeting Native Hawaiians are listed 
below.

Á Native Hawn Education Act (DOE) $ 30,500,000
Á Hawn Homelands CDBG Program (HUD) $ 9,600,000
Á Native Hawn Healthcare (DHHS) $ 7,000,000
Á Title III, Higher Ed., Strengthening Native Hawn Serv Inst (DOE) $ 3,250,000
Á Native Hawn Vocational Education (DOL) $ 2,900,000
Á Native Hawn Inst Asst Comm Program (HUD) $ 2,000,000
Á Title III, Higher Ed., Agricultural Ed. (DOE) $ 1,500,000
Á Native Hawn Hsg Loan Guarantee Fund (HUD) $ 1,000,000
Á Native Hawn Culture and Arts Program (Interior) $ 740,000

This list is limited to appropriations for Native Hawaiian programs.  Another set of federal programs 
provides grant funding on a competitive basis to organizations that serve Native peoples (American 
Indians, Alaska Natives, and Native Hawaiians).  For example, the Native American Graves Protection 
and Repatriation Act provides $2.5 million in grants annually on a competitive basis to Native 
organizations (including Native Hawaiian organizations).  Similarly, the U.S. Department of Treasury, 
Native American CDFI Program provides $3 million in competitive grants to Native American, Alaska 
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Native and Native Hawaiian organizations.  Competitive grant programs like these provide an estimated 
$12,000,000 in additional federal funding to Hawaiói each year.2  In total, then, more than $70,000,000 
in federal funding þows into Hawaiói because eligible Native Hawaiian beneýciaries are part of our 
communities.

Federal funding of $70,000,000 per year represents only the direct economic impact of federal funding 
for Native Hawaiians.  To truly account for the full impact of these federal dollars, we must consider 
what economists call the ñmultiplier effectò ï the effect of these dollars as they are spent by grantees 
on inputs (e.g., supplies, contracted services, labor) and then spent and re-spent by subsequent ótiersô of 
recipients.  

The aggregate impact on the overall economy, accounting for all the ñripplesò of purchasing  constitutes 
an industryôs multiplier effect.  Multipliers can be calculated for output (total sales), income (wages 
and salaries), and jobs.  They are typically calculated as: ñevery additional dollar spent on goods in 
industry A, increases total production in the economy by X, total income by Y, and total jobs by Zò 
with X, Y, and Z being the industryôs multipliers.  Every ýve years, the Hawaiói Department of Business 
Economic Development & Tourism (DBEDT) calculates output, income, and jobs multipliers for over 
100 industries and sectors in Hawaiói.3  These DBEDT multipliers were applied to ýgures on federal 
spending for Native Hawaiians to calculate their full economic impact on the Hawaiói economy.  For a 
detailed explanation of multipliers and modeling economic impacts, see Appendix A.   For a listing of 
Hawaiói multipliers by industry see Appendix B. 

After accounting for multiplier effects, $70 million of direct federal spending in Hawaiói made 
possible by Native Hawaiians as an Indigenous group results in approximately $147 million in total 
production (sales), $69 million in wage and salary income, and more than 3,100 jobs in the Hawaiói 
economy.  Federal spending for Native Hawaiians eventually touches businesses in every major sector 
in the state through jobs and total production for Native and non-Native alike.  Without recognition, if 
Plaintiffs in the Arakaki suit are successful, these economic beneýts, which currently accrue to the state 
each year, will be lost. 

Avoided Cost of Eliminated State Agencies
In addition to costing Hawaiói federal funding, failure to secure federal recognition will also result in the 
dismantling of State agencies and programs established to beneýt Native Hawaiians.  The primary State 
agencies serving Native Hawaiians are the Department of Hawaiian Homelands (DHHL) and the Ofýce 
of Hawaiian Affairs (OHA). To get a sense for the cost of eliminating these agencies, it helps to begin by 
cataloging the range and ýnancial scale of activities they engage in.

The Department of Hawaiian Homelands:

Á manages over 200,000 acres of land;
Á manages 5,500 residential leases and 1,500 non-residential leases;
Á ýelds 30,000 new applications for leases;
Á serves the needs of 20,000 native Hawaiian lessees and/or family occupants;
Á administers a client waiting list of est. 19,000;
Á has generated $211 million in ýnancing (bank loans) secured by lessees;
Á annually generates $20 million in non-governmental revenue;
Á annually expends $38 million;
Á annually expends $24 million on new home construction and capital projects; and
Á annually expends $10 million for low/mod income housing development.4
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The Ofýce of Hawaiian Affairs:

Á annually generates $12 million in non-government revenue;
Á manages a $15 million loan portfolio supporting Native-owned small businesses;
Á annually serves 2,000 individuals each year and scores of organizations; and
Á annually expends $20 million.5

Unlike the federal programs considered above, State agencies do not bring new dollars into the Hawaiói 
economy ï they merely direct existing resources (lease rent, ceded lands revenue, tax revenue, and 
other existing funds) to speciýc programs beneýting Native Hawaiians.  Eliminating the agencies does 
not create a net loss of available funds ï it only means that existing resources will probably be spent in 
different ways.  An analysis of costs, then, must focus on the economic effects of eliminating program 
services for Native Hawaiians offered by OHA and DHHL.

These types of costs are difýcult to quantify, but identifying and categorizing them can help us think 
about the cost of dismantling Native Hawaiian agencies.  In general, loss of DHHL and OHA programs 
would have four potential types of economic impact:

1. Reduced economic participation by Native Hawaiians.  At nearly 20% of the stateôs population, 
Native Hawaiians represent an important segment of Hawaióiôs labor force, entrepreneurs, and 
consumer base.  It is therefore critical to ensure their full and active participation in the stateôs 
economy.  Due to educational, cultural and economic barriers with roots deep in their historical 
relationship with the U.S., Native Hawaiians often require assistance in engaging in economic 
activities like starting businesses, buying a home, or obtaining ýnancing.  OHA and DHHL provide 
these critical supports, often acting as bridges between economic institutions (banks, employers) 
and Native Hawaiians who would otherwise be economically marginalized.  For example, DHHL 
lessees would probably not have the $211 million in bank ýnancing theyôve secured to date without 
the intensive and culturally appropriate technical assistance (homebuyer education, ýnancial literacy 
programs, etc.) provided by OHA and DHHL. 

2. Potential degradation of Native Hawaiian cultural, historic, and linguistic assets.  Among 
the programs offered by OHA and the DHHL are programs designed to preserve and promote 
Native Hawaiian culture, art, language and history.  These programs not only beneýt the Native 
Hawaiian population, they also help to preserve and protect cultural assets that are key to making 
Hawaiói a desirable place to live, work, and visit.  These assets also enhance the performance of 
local industries, notably travel and tourism.  The elimination of programs designed to protect Native 
Hawaiian cultural assets may lead to their degradation and concomitant declines in quality of life 
and visitor industry competitiveness.

3. Same level of need, fewer resources and expertise.  The programs and services of OHA and 
DHHL work to address a variety of social needs and issues affecting Native Hawaiians including 
unemployment, substance abuse, education, domestic violenceéthe list goes on.  If the agencies and 
programs established to serve Native Hawaiians are dismantled due to legal challenges, these needs 
will not disappear.  The burden of addressing them will merely be shifted to other State agencies 
with fewer resources (recall the lost federal funding) and less expertise to address them.

4. Increased potential for civil unrest.  If recognition is not secured and the Arakaki lawsuit 
succeeds, the effect upon Native Hawaiian individuals and families may be dramatic.  20,000 
Hawaiian homesteaders may face eviction and another 19,000 eligible beneýciaries on waiting lists 
will likely be deprived of the beneýts which many have died waiting for.   The preservation and 
proper administration of Hawaiian Home Lands are particularly emotional issues that have evoked 
passionate responses from the Native Hawaiian community in the past.  Eliminating the trust lands 
completely, creating uncertainty and possible eviction for homesteaders could provoke serious civil 
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unrest that would impose economic costs on Hawaiói in addition to disastrous social consequences.

Other Economic Beneýts
Avoided costs related to the elimination of federal funding and State programs for Native Hawaiians are 
the primary economic beneýts related to federal recognition.  However, recognition also holds potential 
for other types of beneýt which are more difýcult to predict and quantify.  Two examples of such beneýts 
are brieþy considered here.  

1. Additional federal funding from underutilized sources.  Many federal funding sources for 
Native Hawaiians exist that go un- or under-utilized each year.  Estimates of untapped federal 
funding for Native Hawaiians range from $5 to $15 million.  With better information on federal 
funding opportunities and training and technical assistance to increase the competitiveness of Native 
Hawaiian applicants, Hawaiói would likely be able to access federal funding beyond the $70 million 
that currently þows into the state each year.  Without recognition, this opportunity will disappear.  

2. A new government and new business opportunities.  The creation of a new Native government 
with expanded powers and accountability could give rise to new business opportunities.  For 
example, confusing lines of jurisdiction and accountability (e.g., over infrastructure maintenance 
on Hawaiian Home Lands) and lack of certain governmental powers (e.g., bonding, taxation) 
have historically discouraged private investment in residential and commercial development on 
Hawaiian Home Lands.  Creation of a Native government with clear accountability and appropriate 
governmental powers could facilitate development of trust lands in ways that beneýt both private 
investors and the Native Hawaiian people.

Summary & Conclusion
Federal recognition for Native Hawaiians is often debated on the merits of its social and political 
consequences.  Its economic impact, though, is rarely considered.  The foregoing analysis demonstrates 
that this impact is substantial.  Recognition would allow the state to avoid the annual loss of $70 million 
in direct federal funding that generates $147 million in total production, $69 million in household 
income, and sustains 3,100 jobs for Hawaiói residents.  This funding currently reaches nearly every 
sector of the Hawaiói economy touching business transactions & employment positions for Native and 
non-Native alike.  Federal recognition would also ensure that programs and services continue to foster 
full participation of Native Hawaiians as entrepreneurs, homebuyers, and workers in the local economy.  
Finally, recognition may open the door to new opportunities, such as additional federal funding or new 
business dealings with an accountable Native government.   What this Policy Brief strives to make clear 
is that federal recognition will have serious social, political, and economic consequences for our state.  It 
is an issue of critical importance, not just for Native Hawaiians, but for all of Hawaiói.

End Notes
1 See U.S. District Court, Hawaiôi District, Arakaki vs. State of Hawaiôi, Complaint for Declaratory Judgment (re: Constitutionality of Ofýce of Hawaiian Homes 

Commission and Related Laws) and for Injunction, March, 2002.

2 This funding varies from year to year based upon the competitiveness of Native Hawaiian applicants with other Native applicants from across the country.

3 See the latest study: DBEDT, Hawaiôi Input-Output Study, Honolulu, 1998.

4 Hawaiôi Department of Hawaiian Home Lands, Annual Report, Honolulu, 2002.

5 Hawaiôi Ofýce of Hawaiian Affairs, Annual Report, Honolulu, 2002.
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Appendix A

To truly account for the full impact of these federal dollars, we must consider what economists 
call the ñmultiplier effectò ï the effect of these dollars as they are spent by grantees on inputs 
(e.g., supplies, contracted services, labor) and spent and re-spent by the next ótierô or recipients.  

For example, every $1.00 of sales by the Services sector requires inputs (purchases) of 
$0.04 from the Transportation sector, $0.05 from the Finance and Insurance sector, $0.03 of 
goods from the Manufacturing sector, etc.  In other words, every additional dollar we spend 
on Services results in an additional spending of 4 cents on transportation, 5 cents on ýnancial 
services and insurance, 3 cents on manufactured goods.  These sectors, in turn, must purchase 
inputs to meet the increase in demand from the Services sector, and the dollar continues to 
ñrippleò through the economy.

The aggregate impact on the overall economy, accounting for all the ñripples,ò constitutes an 
industryôs multiplier effect.  Multiplier effects can be calculated for output (total sales), income 
(wage and salary income), and jobs.  Multipliers are typically expressed as ñevery dollar of 
additional purchases from ýrms in industry A results in, $X new sales, $Y new income, and 
Z new jobs in the total economy (all industries and sectors).   Every ýve years, the Hawai`i 
Department of Business Economic Development & Tourism calculates output, income, and jobs 
multipliers for over 100 industries and sectors in Hawai`i.

Because different ýrms and industries have different input requirements (i.e., they spend their 
money differently than other industries), they also have different multiplier effects.  Some 
industries have a higher multiplier effect and therefore a higher impact on the economy (adding 
more to production, jobs, and personal income) than others.  An additional dollar spent on 
Social Services results in increases of $2.35 of total sales and $1.25 of wages in the overall 
economy, but the same $1.00 spent on Agricultural products yields only $1.96 in total sales and 
$0.70 of total wage increases.  

Estimating the actual overall economic impact of federal funding for Native Hawaiians therefore 
required making assumptions about what industries federal funding is spent in.  Different 
assumptions were applied to different federal funding programs based upon the types of 
agencies that were eligible recipients, and the types of activities that could be funded by the 
program.  For example, we assumed that of the $30.5 million of Native Hawaiian Education Act 
funding þowing into Hawai`i, 90% ($27.5 million) is spent on Educational Services and 10% ($3 
million) on Social Services.  Multipliers for Educational Services and Social Services were then 
applied to the dollar amounts to calculate the estimated overall effect of federal funding on the 
Hawai`i economy.  The spending assumptions applied to each federal program and resulting 
impact calculations are illustrated on the following page in the column ñIndustry Allocation.ò
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