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Hawaiʻ i Budget 
&  Policy Center

Better information.

Better policy.

Better Hawaiʻ i.

The Hawaiʻ i Budget & Policy Center (HBPC) is pleased to provide this 
state budget guide for candidates and elected officials in Hawaiʻ i. 
Now more than ever, our elected leaders must understand state 
spending, where public revenues come from, and how the state 
budget and tax system affect Hawaiʻ i residents. Your decisions will 
result in policies that lead either to equity and opportunity or increase 
the burden for those who are already struggling.

The Hawaiʻ i Budget & Policy Center is here to be a resource for you 
on budget, tax and other important state policies. We are a project of 
the Hawaiʻ i Appleseed Center for Law & Economic Justice. For more 
information and free access to all our reports, see our websites:

Hawaiʻ i Budget & Policy Center: hibudget.org
Hawaiʻ i Appleseed Center: hiappleseed.org

Mahalo,

Beth Giesting
Director, HPBC
(808) 369-2514
beth@hibudget.org

http://hibudget.org
http://hiappleseed.org
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BUDGET BASICS

The state budget is a statement of our values. 
It’s where we invest in programs that increase 
fairness, opportunity and wellbeing for all. It 
reflects the state’s priorities as it addresses the 
operational and capital needs of Hawaiʻi’s four 
branches of government:
 

• The Executive Branch
• The Judiciary 
• The Legislative Branch
• The Office of Hawaiian Affairs (OHA)

The state budget is a plan for spending based 
on available resources. Besides supporting 
the ongoing operations of the four branches, 
the budget usually includes short-term 
funding for priority needs and grants-in-aid to 
nongovernmental entities. 

GETTING THE STATE’S WORK DONE

State services are provided by public employees 
directly and through contracts with private 
sector businesses. Many of the state’s safety 
net services are provided through contracts 
with nonprofit organizations. In 2020, the state 
provided more than $400 million in direct 
services through contracts with local nonprofits 

that improved the health and wellbeing of 
Hawaiʻi families.

THE BUDGET’S CONTRIBUTION TO HAWAIʻI’S 
ECONOMY

State spending plays a critical role in economic 
stability, one that is more important than ever 
during the COVID-19 economic crisis. Experience 
shows that economic recessions are prolonged 
and deepened by cuts to public sector spending. 
That’s because when private sector economic 
activity slows, government spending is essential 
to keep the economy afloat. 

Maintaining government spending includes 
supporting public programs and the state 
workforce. This keeps money circulating 
throughout the economy as people pay for 
housing, food and other services. 
State government, itself, is a big part of 
Hawaiʻi’s economy. In 2018, Hawaiʻi’s gross 
domestic product was $92 billion, of which state 
spending accounted for nearly 20 percent. In 
addition, the state is a major employer, typically 
retaining 11 percent of the nonagricultural 
workforce. As of June 2020, the state had 
63,300 employees. 

THE STATE BUDGET IS OUR MOST IMPORTANT STATEMENT OF POLICY. IT 
IS WHERE OUR COLLECTIVE RESOURCES ARE USED TO MAKE HAWAI‘I A 
BETTER PLACE. 



BUDGET VITAL STATISTICS FOR FISCAL YEAR 2021 

The state budget to support operations across 
all branches is $16.2 billion for the current fiscal 
year (July 2020-June 2021). The majority of this 
budget is invested in the executive branch, as 
can be seen in Figure 1. Of the $16.2 billion 
total, the executive branch gets $15.9 billion. 
The Judiciary’s budget is $178 million, the 
legislative branch’s is $44 million, and OHA’s is 
$9.5 million.

The capital improvement project (CIP) budget 
is reported for the two-year fiscal biennium 
(July 2019–June 2021) rather than just the 
current year. It amounts to another $8.1 billion. 
Although CIP funds go toward improving 
the environment and recreational, health 
and social services facilities (among others), 
the largest shares, as shown in Figure 2, go 
to transportation (highways, harbors and 
airports), education (public schools and the 
University of Hawaiʻi System), government-
wide support (information technology, public 
works and facility upkeep, and subsidies 
to counties), and economic development 
(housing investment, technology development, 
agribusiness development).

THE FISCAL YEAR AND BIENNIAL BUDGET

Instead of operating on a calendar year, 
Hawaiʻi’s state and county governments run 
on a fiscal year (FY) system that begins on July 
1 and ends on June 30 of the following year. 
Fiscal years are identified by the year in which 
they end. For example, we are in FY21, which 
started on July 1, 2020 and ends on June 30, 
2021. Hawaiʻi’s state government operates on a 

fiscal biennium budget, meaning each budget 
covers two fiscal years.

Fiscal biennium 2020–2021 (FB20–21) covers 
fiscal years 2020 and 2021, spanning July 1, 
2019, to June 30, 2021. The budget details 
the expenditures and revenues for a given 
biennium. Although the legislature passes 
a fiscal biennium budget, it typically passes 
amendments when it meets every year. For 
instance, the budget for FB20–21 was adopted 
in May 2019, but it was updated with various 
amendments in May and July 2020.

BUDGET PROPOSALS AND DECISION-MAKING

Each branch of government provides a 
proposed budget for its operations and 
capital needs to the legislature. The legislature 
considers, amends and appropriates funds 
for these budgets during legislative sessions. 
Legislators introduce other appropriations 
bills for one-time spending and, in most years, 
authorize grants-in-aid, usually to nonprofit 
organizations (no grants-in-aid were approved 
for fiscal year 2021).

HOW THE BUDGET IS DISTRIBUTED

The state’s operating budget for FY21 totals 
$16.2 billion with $15.9 billion of it going to 
support the executive branch, which is made 
up of the governor’s and lieutenant governor’s 
offices and 18 departments, including the 
University of Hawaiʻi System. A summary of 
each department and its fiscal year 2021 
operating budget is included in A Snapshot 
of Hawaiʻ i Executive Departments and 
Agencies.
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Hawai�i State Operating Budget, FY2021
$16. Billion

Executive Judiciary Legislative OHA

Figure 1. Hawaiʻi’s 
current state operating 
budget largely funds the 
executive branch, which 
supports Hawaiʻi’s public 
schools, the University of 
Hawaiʻi System, health 
and human services, and 
civil defense, among 
many other services. 
Other branches are the 
Judiciary, the legislative 
branch and the Office of 
Hawaiian Affairs (OHA).

FB2019–21 CIP (in $ Millions)
$8.1 Billion

Transportation

Government-wide Support

Education

Economic Development

All Other

$2,934.9

$2,296.6

$1,362.1

$982.6

$482.5

Figure 2. Hawaiʻi’s 
budget also includes 
capital improvement 
project (CIP) funds 
for constructing and 
maintaining public 
buildings, roads 
and harbors, and for 
information system 
infrastructure that 
supports statewide 
services.

Hawaiʻi State Operating Budget, FY2021
$16.2 Billion Total

FB2019–21 CIP (in $ Millions)
$8.1 Billion Total

BUDGET BASICS
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LEGAL REQUIREMENTS FOR HAWAIʻI’S STATE BUDGET

The State Constitution lays out major provisions for the budget 
that include the following:
 
Funds must be appropriated. Hawaiʻi’s Constitution provides that 
no public money shall be expended except as appropriated by law. 
That means that agencies may not expend even non-state funds 
(federal grants for example) unless the legislature appropriates 
them.
 
The budget must be balanced. General fund expenditures for 
any fiscal year shall not exceed the state’s current general fund 
revenues and unencumbered cash balances. An exception can be 
made when the governor declares that the public’s health, safety 
or welfare is threatened. This provision for an exception is the basis 
for the deficit budget that the legislature passed for FY2021 in 
which operating expenses exceed general fund cash balances and 
projected revenues.
 
Council on Revenues forecasts shape the budget. The Council 
on Revenues provides forecasts of revenues to the governor and 
legislature on or about June 1, September 1, January 10 and 
March 15 of each year. The governor uses council estimates to 
prepare the state budget and control expenditures. The legislature 
uses their projections to appropriate funds and enact revenue 
measures. The council is attached to the state Department of 
Taxation and is made up of seven unpaid volunteer members.
 
An expenditure ceiling limits budget growth. Hawaiʻi’s Constitution 
provides that “the legislature shall establish a general fund 
expenditure ceiling, which shall limit the rate of growth of general 
fund appropriations…to the estimated rate of growth of the State’s 
general economy as provided by law.” The Council on Revenues 
provides the estimates to calculate the expenditure ceiling. The 
legislature may not authorize appropriations that exceed the 
ceiling unless two-thirds of each chamber votes to do so and they 
explicitly state the agreed-upon dollar amount and rate by which 
they are exceeding the ceiling and the rationale for this action.

http://lrb.hawaii.gov/constitution#articlevii


Hawai�i Executive Budget by Department,
Fiscal Year 2021

Human Resource Dev.

Taxation

Governor/Lt. Governor

Hawaiian Home Lands

Agriculture

Attorney General

Commerce, Consumer Affairs

Defense

Land, Natural Resources

Accounting, General Srvcs.

Public Safety

Business, Econ. Dev., Tourism

Labor

University of Hawai�i System

Transportation

Health

Education

Human Services

Budget & Finance

$25,189,638

$33,429,887

$44,827,454

$47,415,832

$52,881,679

$78,665,747

$84,051,291

$89,255,628

$136,212,821

$187,596,836

$283,469,574

$447,060,957

$708,873,568

$1,227,943,785

$1,462,481,861

$1,874,923,565

$2,183,922,354

$3,599,445,256

$3,697,841,792
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The budgets for each department vary widely in 
size, as shown in Figure 3. The three largest are:

• The Department of Budget & Finance, 
which has the largest budget because it is 
responsible for retirement costs and debt 
service for all state agencies;

• The Department of Human Services, 
which manages Medicaid (Med-QUEST), the 
largest single program in the state; and
• The Department of Education, which 
has the largest payroll because it employs 
teachers across the state. 

Figure 3. The budgets 
of executive branch 
departments vary 
considerably. This reflects 
both their functions and state 
priorities for investing public 
funds. 

Hawaiʻi Executive Budget 
By Department
Fiscal Year 2021

BUDGET BASICS
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16%

14%

12%

10%

8%

6%

4%

2%

0%
Lowest 

20%
Second 

20%
Middle 

20%
Fourth 
20%

Next 
15%

Next 
4%

Top 1%

Sales & Excise Taxes Property Taxes, Including Rentals Income Taxes

Figure 4. Lower-income 
households pay 15 

percent of their earnings 
in taxes, a considerably 
higher proportion than 

the 9 percent that more 
affluent households pay.
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General

Special

Federal

Other

Coronavirus Relief Funds

51%

23%

18%

6%
2%

Figure 5. Typically, the 
major funds allocated 

to support Hawaiʻi’s 
operating budget are 
general funds, special 

funds and federal funds. 
This fiscal year short-term 
federal Coronavirus Relief 
Funds make up 2 percent 

of all operating funds.

Proportion of Income Paid in Hawaiʻi State & Local Taxes

Hawaiʻi State Operating Funds for FY2021

BUDGET BASICS
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The legislature not only decides where money 
is spent, but also makes many of the decisions 
about who pays how much to support the 
budget. These decisions reflect our values as 
much as our decisions about spending since 
the majority of funds come from a system of 
taxes and fees authorized by the legislature. 
Additional funds include federal grants and 
other revenues that support specific spending. 

THE STATE BUDGET DEPENDS ON TAXES

The tax burden is not equally distributed among 
households. Although higher-earning taxpayers 
pay a larger amount in taxes, the weight of taxes 
falls more heavily on lower-income taxpayers 
who pay a larger proportion of their earnings in 
taxes. This is shown in Figure 4.

GENERAL EXCISE TAX 

Hawaiʻi’s largest source of tax revenue is the 
general excise tax (GET). This is a broad-
based tax paid by both residents and visitors. 
Because the GET is applied to every purchase 
and service, it takes a greater proportion from 
low-income households than it does from 
those with higher incomes. That’s because 
low-income households have to spend virtually 
all their income on goods, rents and services, 
all of which are subject to excise taxes. Higher 
income households, on the other hand, 
put more of their incomes into savings and 
investments that aren’t subject to GET. 

INDIVIDUAL INCOME TAX  

Hawaiʻi’s individual income tax generally 
follows the federal definitions for determining 
taxable income. It is a progressive tax in that it 
takes a larger percentage from higher-income 
households, with a top marginal rate of 11 
percent (for individual incomes over $200,000, 
or $400,000 for a couple). On the other hand, 
all earnings, no matter how little, are subject 
to an income tax of at least 1.4 percent. That 
means that even taxpayers with below poverty 
earnings have a state tax liability.

FUNDS SUPPORT BUDGETED EXPENSES

The revenue the state collects goes into 
various funds from which it is allocated to 
support the operating budget. The three 
largest fund types are general funds, special 
funds and federal funds. The state also 
authorizes obligation bonds to pay for capital 
improvement projects (CIP). In FY2021, the 
legislature also allocated $636 million in one-
time federal Coronavirus Relief Funds to be 
spent by the executive branch by the end of 
December 2020. The relative size of these 
funds is reflected in Figure 5.

The “means of financing” code lists all the 
different kinds of funds that support the 
budget. The budget bill identifies the specific 
fund by the code letter allocated to support 
each budget item (see page 13).

PAYING FOR THE STATE BUDGET
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1. Program ID 
enumerates the specific 
program in question, 
in this case within 
the Department of 
Agriculture.

2. Structure # refers 
to which of the 11 
standardized functions 
the program is assigned.

1

2

3

3. Subject Committee identifies 
the final committee to review the  
program budget, in this case the 
Senate Committee on Agriculture 
& Environment (AEN).

4

4. Detail Type indicates that this is 
the conference draft of the bill.

5

5. Perm/Temp indicates the 
maximum approved permanent 
and temporary staff for the 
program.

6

6. FY2020/21 indicates each of 
the two years of the fiscal biennium 
covered by the budget.

8

8. Amt indicates the amounts 
from each fund type, including the 
maximum at the bottom.

7. A/B/T etc., indicates the fund 
type that will be used to pay for 
the program by means of finance 
code.

7

Program ID
Structure #:
Subject Com

This is an annotated page from the 2019 Budget 
Worksheet for House Bill 2, Relating to the 
State Budget. The budget is typically detailed 
in these worksheets, which are posted on the 
legislature’s website under the “Legislative 

Information” tab. Budget worksheets are usually 
posted for the House version (HD1), where the 
executive budget bill originates, the Senate 
version (SD1), and the agreed-upon “conference 
draft” (CD1).

https://www.capitol.hawaii.gov/session2019/worksheets/EXEC-HB2-CD1-Worksheets.pdf
https://www.capitol.hawaii.gov/session2019/worksheets/EXEC-HB2-CD1-Worksheets.pdf
https://www.capitol.hawaii.gov/


GENERAL FUNDS

The general fund consists mainly of tax 
revenue, with the largest sources being 
general excise/use (GET), individual income 
and transient accommodation taxes (TAT). 
While most general fund revenue comes from 
state taxes, additional money comes from 
investment earnings and money from fines, 
licenses and permits. 

General funds are the only flexible money that 
budget-makers have at their disposal. All other 
kinds of funds are used exclusively for specific 
purposes. This is important because funding for 
emerging needs or innovative programs typically 
must come from general fund appropriations, 
but almost all general funds are already being 

used to pay for basic operating costs, including 
ever increasing obligations for public worker 
retirement, Medicaid and debt service. 

SPECIAL FUNDS

The legislature establishes special funds with 
revenues from specified sources that are 
dedicated to supporting an identified purpose 
that is related to the revenue source. They 
are restricted funds that may not be used for 
any other purpose. Examples of special funds 
include tuition paid to the University of Hawaiʻi 
System and fees for services provided by the 
hospitals that are part of the Hawaiʻi Health 
Systems Corporation.

FEDERAL FUNDS

Nearly one in every five dollars that support 
the state executive budget comes from the 
federal government. Most of these funds 
are ongoing and pay for health and human 
services. Medicaid (Med-QUEST) is the state’s 
single largest program, with a budget of $2.8 
billion. Of that amount, more than $1.8 billion 
is supported by federal funds.

REVENUE FORCAST FOR FISCAL YEARS 2019–2025

The general fund, which supports half of 
Hawaiʻi’s operating budget, is largely made 
up of tax revenue. As shown in Figure 6, tax 
revenues are projected to decline due to 
COVID-19’s impact on spending. Special and 
federal funds are also affected by health and 
economic conditions related to COVID-19.  
The estimates shown here summarize details 
from the Council on Revenues’ projections 
from May 28, 2020.

Hawaiʻ i’s State Budget • 13

MEANS OF FINANCING CODES

A   General Funds
B   Special Funds
C   General Obligation Bond Funds
D   General Obligation Bond Funds with
     Debt Service Paid by Special Fund
J   Federal Aid Interstate Highway Funds
K   Federal Aid Primary Road Funds
L   Federal Aid Secondary Road Funds
M  Federal Aid Urban Road Funds
N   Federal Funds
P   Other Federal Funds
R   Private Contributions
S   County Funds
T   Trust Funds
U  Interdepartmental Transfers
W Revolving Funds
X   Other Funds

PAYING FOR THE STATE BUDGET
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Figure 6. Hawaiʻi’s state 
revenues are expected 

to drop sharply this 
year (FY2021). General 
fund revenues are not 

projected to regain 
FY2019 levels until 

FY2025.

Hawaiʻi Actual and Projected Revenue, FY2019‒2025
(In $ Billions)

ONE-TIME FEDERAL COVID-19 FUNDS

Congress authorized a variety of funding bills 
to address health and economic needs related 
to COVID-19. Much of this funding went 
directly to state agencies for specific programs 
and to individuals and businesses. However, 
Coronavirus Relief Funds (CRF) went to out 
states with the flexibility to use the money to 
meet local health and economic needs. Federal 
CRF money for Hawaiʻi amounted to $1.25 
billion, of which the state received $863 million 
while the City and County of Honolulu received 
$387 million. The legislature budgeted the 
state’s allocation in May and July and included 
funding for the other counties: $80 million to 
Hawaiʻi County, $67 million to Maui County 

and $28 million to Kauaʻi County. All CRF 
money, and some of the other federal COVID 
funding, needs to be spent by the end of 2020. 

Hawaiʻi has gotten other Congressionally-
approved COVID-19 funds, including more 
than $1 billion to support public programs 
such as aid to schools and additional support 
for food programs. These temporary funds 
are not reflected in the budget passed by the 
legislature. In addition, federal money has 
paid for enhanced unemployment benefits, 
stimulus payments to individuals and various 
supports for businesses. As reported by the 
state Office of Federal Awards Management, 
these funds totalled more than $8.5 billion as 
of July 2020.

�������������������������������������
	���������
���������������

General Fund Revenue Special Fund and Federal Revenue Combined

$7.92 $7.57
$6.62

$7.34 $7.55 $7.76 $7.99

$2.62
$3.54

$2.69 $2.60 $2.57 $2.57 $2.57

FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025

$10.54
$11.11

$9.31 $9.94 $10.12 $10.33 $10.56

PAYING FOR THE STATE BUDGET

https://federalawards.hawaii.gov/featured/managing-coronavirus-federal-aid/
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The economic crisis has 
increased people’s needs for 
public programs while it is also 
reducing public revenues.

Obligated costs for retirement, 
interest payments and Medicaid 
are growing, even if revenues 
are not.

Hawai‘i’s economy relies on 
low-paying jobs, which reduces 
household self-sufficiency as well 
as state income tax revenues.

Our population is aging and 
retirees pay little in income 
taxes, but may require more 
public services.

1.

2.

3.

4.
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INCREASING NEEDS,  DIMINISHED REVENUES  

The toughest budget issue facing us now is 
that we need more public spending to help 
people struggling with COVID-19-related job 
and income losses, and at the same time the 
state is collecting a lot less revenue for the same 
reason. It is important for the public sector to 
continue to spend money and support the state 
economy to counter the slowdown in economic 
activity in the private sector.

The COVID-19 economic situation affects taxes 
in several ways: 
 

• General excise taxes are generated by 
selling goods and services. People are 
not spending much in Hawai‘i right now 
because social distancing is reducing 
shopping and going out to restaurants,  
bars and other entertainments. 

Moreover, high unemployment and business 
losses mean households are spending less 
(the Census Bureau’s Household Pulse 
Survey for early July 2020 shows that half 
of Hawaiʻi’s households are expecting a loss 
in income). Visitors, now largely absent, 
also typically spend money that contributes 
substantially to GET revenue. 

• Individual and corporate income taxes 
are affected by temporary and permanent 
business closures. Unemployment benefits 
are taxable, but people who get state 
benefits do not owe much in taxes because 
benefits are typically not more than 62 
percent of wages. At least for part of 2020, 
federal coronavirus relief added $600 per 
week to state unemployment benefits. This 

helped both unemployed individuals and 
state tax collections. However, the $600 per 
week federal “bump-up” is slated to end in 
July 2020.  

• The Transient Accommodations Tax is 
directly related to the number of tourists 
staying in commercial accommodations. 
Fewer visitors means lower revenues.

  
Hawaiʻi will be borrowing money to cover 
immediate needs at a very low rate of interest 
from a special program set up by the Federal 
Reserve. However, loans are expected to 
be paid back within three years. This will be 
difficult if the Council on Revenues’ projection 
is correct and Hawaiʻi’s tax collections don’t 
recover until 2025. 

The Hawaiʻi Budget & Policy Center has 
identified seven other progressive revenue 
raisers that legislators should consider. These 
recommended measures amount to $641 
million per year, as follows: 

• Capture the top one percent’s federal     
  income tax break ($253 million in new   
  revenue).
• Capture the corporate profits federal tax 
  break ($103 million in new revenue).
• Close the capital gains tax loophole 
  ($100 million in new revenue).
• Tax Real Estate Investment Trusts 
  ($60 million in new revenue).
• Have wealthy pensioners pay their fair  
  share ($53 million in new revenue).
• End offshore tax haven abuse 
  ($38 million in new revenue).
• Eliminate the property tax deduction 
  ($34 million in new revenue).

BUDGET CHALLENGES

https://www.census.gov/data/tables/2020/demo/hhp/hhp10.html#tables
https://www.census.gov/data/tables/2020/demo/hhp/hhp10.html#tables
https://hibudget.org/wp-content/uploads/2020/05/Progressive-Revenue-Options-May-2020.pdf
https://hibudget.org/wp-content/uploads/2020/05/Progressive-Revenue-Options-May-2020.pdf
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OBLIGATED COSTS

Before the legislature makes any other 
spending decisions it has to address the state’s 
non-negotiable obligations. These costs are:  
 

• Interest on borrowing (debt service).
• Health benefits for employees.
• Health costs and “other post-employment  
  benefits” (OPEB) for retirees.
• Pension contributions for public workers.
• State share for Medicaid.

Even before the declining expectations for 
state revenue this year, these five categories 
took up half of all general funds. In total, 
obligated costs increased by more than $1 

billion between FY2015 and FY2021, and by 
a larger percentage (37 percent) than general 
fund receipts (30 percent). 

Figure 7 shows the growth in Hawaiʻi 
obligated costs since 2015. One problem 
with an ever-increasing part of the pie 
going to obligated costs is that there’s less 
available for everything else the state needs 
or wants.

The increase in obligated costs has been 
led by required payments for public worker 
retirement and health/OPEB, which together 
grew by 73 percent between 2015 and 2021. 
For more information about this issue, see 
our report “A Public Investment.”

BUDGET CHALLENGES
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Figure 7. Hawaiʻi’s obligated 
costs have grown by more 
than $1 billion since 2015, 
outpacing increases in 
general fund revenues. 
Costs are led by growth in 
spending for public worker 
retirement while debt service 
and Medicaid costs remain 
large obligated costs in the 
state budget.

Growth in Hawaiʻi Obligated Costs, 2015‒2021
(In $ Millions)

https://hibudget.org/2019/03/public-investment/
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BUDGET CHALLENGES

LOW-WAGE JOBS,  HIGH COST OF LIVING

The COVID-19 economic crisis has exposed 
a situation that has been hurting Hawaiʻi 
residents for decades: too many jobs here 
don’t cover the high cost of living.
Aloha United Way’s ALICE report (ALICE 
stands for Asset Limited Income Constrained 
Employed) details the gaps between the 
earnings and every day costs. It found that in 
early 2020, 42 percent of Hawaiʻi households 
(190,390) struggled to make ends meet. 

The Hawaiʻi Data Collaborative has been 
updating the effects of the COVID-19 economy 
on ALICE families and estimates that by the 
end of 2020, nearly two in three households 
will suffer significant financial hardship. 

The Hawaiʻi Budget & Policy Center’s report 
“Hawaiʻi Wages and Household Costs: A 
Chartbook for Building a Better Economy” 
helps inform needed discussions about 
building a new economy that works better for 
all Hawaiʻi residents.

Hawaiʻi’s low-wage-dependent economy is 
a significant problem for too many Hawaiʻi 
households but it also affects the state budget. 
Simply put, low-income households must look 
to public programs to help with housing, food, 
healthcare and other critical needs.They are 
not able to contribute much in taxes. 

According to the State Department of 
Taxation, more than half (56 percent) of 
Hawaiʻi residents who filed taxes had adjusted 
gross incomes of less than $40,000 in 2017. 

While lower-income households pay a higher 
percentage of their income in taxes, in dollar 
figures, they pay considerably less in taxes 
than higher earning households.

HAWAIʻ I ’S AGING POPULATION AND TAX  POLICY  

The percentage of Hawaiʻi’s population who 
are 65 and older continues to grow. Now 
more than 18 percent of the population, by 
2030 seniors are expected to be nearly one in 
every four residents. 

Fortunately, our senior population is 
relatively healthy and financially secure. 
Households headed by residents 65 or over 
are slightly less likely to have incomes below 
poverty than the state average (9 percent 
compared to 10 percent). 

The problem is that the percentage of the 
population working and contributing taxes 
continues to shrink while those who are 
retirement-age increases. This affects our state 
budget because we provide many tax breaks 
to seniors, whether they need them or not. In 
Hawaiʻi, residents 65 and older contribute 27 
percent less in taxes than non-elderly taxpayers. 
That’s because Hawaiʻi’s tax code fully exempts 
social security and employer-sponsored pension 
income from taxes while it also provides a tax 
exemption of $1,144 per senior taxpayer. 

Hawaiʻi needs affluent seniors to pay their 
fair share. Our report on progressive revenue 
raisers recommends capping the pension 
exemption at $25,000 per year, which would 
generate an estimated $53 million per year.

https://www.auw.org/alice-study-financial-hardship-hawaii
https://www.hawaiidata.org/news/2020/6/19/fifty-nine-percent-of-hawaii-households-estimated-to-experience-significant-financial-hardship-by-the-end-of-2020
https://hibudget.org/2020/05/hawaii-wages-household-costs-economy-chartbook/
https://hibudget.org/2020/05/hawaii-wages-household-costs-economy-chartbook/
https://files.hawaii.gov/tax/stats/stats/indinc/2017indinc.pdf
https://files.hawaii.gov/tax/stats/stats/indinc/2017indinc.pdf


A SNAPSHOT OF HAWAIʻI EXECUTIVE 
DEPARTMENTS AND AGENCIES
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ACCOUNTING &  GENERAL SERVICES (AGS)

Manages statewide functions, including accounting and 
expenditures, facility acquisition and maintenance, the 
state motor pool, statewide information technology 
systems, and risk management. In addition, AGS counts 
among its programs the state Foundation on Culture 
& the Arts, Aloha Stadium management, the state 
archives, and the Office of Elections.

AGRICULTURE (AGR)

Carries out programs to conserve, develop, and use 
lands and resources for agricultural use.  It continues 
to help Hawaiʻi transition from the plantation-era to 
diversified agriculture, and supports the development 
of new programs such as aquaculture. The department 
is also responsible for plant and animal pest and 
disease control, including managing animal quarantine.

ATTORNEY GENERAL (ATG)

Provides legal support to the state’s departments, 
prosecutes cases of tax and benefit fraud, and oversees 
fiduciary responsibilities for charitable nonprofits and 
trusts. The ATG is responsible for enforcing cigarette tax 
requirements and the tobacco settlement, maintains the 
system that collects and shares criminal history records, 
and manages the Child Support Enforcement Program.

FY2021 Budget
General Funds: $105 million 
Special Funds: $26 million 
Federal Funds: $1 million 
Other Funds: $54 million 
Total Operating: $188 million

56%

29%

14%

FY2021 Budget
General Funds: $15 million 
Special Funds: $20 million 
Federal Funds: $3 million 
Other Funds: $15 million 
Total Operating: $53 million

28%

38%
6%

28%

FY2021 Budget
General Funds: $34 million 
Special Funds: $4 million 
Federal Funds: $16 million 
Other Funds: $24 million 
Total Operating: $79 million

43%
31%

21%

5%

BUSINESS, ECONOMIC DEVELOPMENT & TOURISM (BED)

Responsible for low- and moderate-income housing 
development (Hawaiʻi Community Development 
Authority and Hawaiʻi Housing Finance and 
Development Corporation), promoting the visitor 
industry through the Hawaiʻi Tourism Authority, 
overseeing the Foreign Trade Zone, and managing the 
Hawaiʻi Clean Energy Initiative.

FY2021 Budget
General Funds: $27 million 
Special Funds: $240 million 
Federal Funds: $8 million 
Other Funds: $17 million 

Total Operating: $365 million
Coronavirus Funds: $73 million 

66%

20%

5%

7%



COMMERCE &  CONSUMER AFFAIRS (CCA)

Upholds business standards and protects consumer 
interests. Its programs include the Public Utilities 
Commission (PUC), the insurance division, business 
registration and securities regulation, professional 
and vocational licensing, and the Office of Consumer 
Protection. CCA has the distinction of being the only 
executive department that receives no general funds.

DEFENSE (DEF)

Coordinates the Hawaiʻi National Guard and maintains 
the emergency management system, including 
planning and communications for disasters.  In addition, 
it administers the Youth Challenge Academy for at-risk 
young people, and the Office of Veterans Services.

DEPARTMENT OF EDUCATION (EDN)

Statewide system delivers public education for K–12, 
including public charter schools. In addition, the 
statewide library system is under the administration 
of EDN. EDN employs more staff than any other 
department and, with its own Board of Education, EDN 
is semi-autonomous.

20 • Hawaiʻ i’s State Budget

EXECUTIVE DEPARTMENT SNAPSHOT

BUDGET &  FINANCE (BUF)

Coordinates statewide budget forecasting and 
management and oversees the state’s investments 
and financing. Agencies in BUF are the Employees’ 
Retirement System (ERS), the Employer-Union Health 
Care Trust Fund (EUTF), and the Office of the Public 
Defender. The BUF budget also includes costs related 
to debt service and all payroll taxes and fringe benefits 
for state and county employees.

FY2021 Budget
General Funds: $3.2 billion 
Special Funds: $400 million 
Federal Funds: $8 million 
Other Funds: $47 million 
Total Operating: $3.7 billion

10%

87%

FY2021 Budget
General Funds: $0 
Special Funds: $85 million 
Federal Funds: $250,000 
Other Funds: $3 million 
Total Operating: $89 million

96%

FY2021 Budget
General Funds: $23 million 
Special Funds: $0 
Federal Funds: $0
Other Funds: $61 million 
Total Operating: $84 million

27%

73%

FY2021 Budget
General Funds: $1.8 billion 
Special Funds: $58 million 
Federal Funds: $279 million 
Other Funds: $49 million 
Total Operating: $2.2 billion

82%

13%



OFFICE OF THE GOVERNOR/LIEUTENANT GOVERNOR 
(GOV/LTG)

The governor’s office supports intergovernmental 
relationships with other states and countries and is 
responsible for the highest level of vision and direction 
for the state through its executive departments 
and budgetary resources. The lieutenant governor 
undertakes projects assigned by the governor, and 
exercises executive power when the governor is out of 
state or otherwise unable to carry out duties.

HAWAIIAN HOME LANDS (HHL)

Manages the Hawaiian Homes Trust, identifying 
beneficiary needs and planning and developing land 
for homesteading and income-production purposes.

HUMAN RESOURCES DEVELOPMENT (HRD)

Provides human resources administration for the state.
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FY2021 Budget
General Funds: $5 million 
Special Funds: $0 
Federal Funds: $0 
Other Funds: $0 

Total Operating: $45 million
Coronavirus Funds: $40 million 

89%

11%

FY2021 Budget
General Funds: $16 million 
Special Funds: $5 million 
Federal Funds: $23 million 
Other Funds: $4 million 
Total Operating: $47 million

34%

9%

49%

11%

FY2021 Budget
General Funds: $19 million 
Special Funds: $700,000
Federal Funds: $0 
Other Funds: $5 million 
Total Operating: $25 million

20%

76%

HUMAN SERVICES (HMS)

Manages public benefit programs including Medicaid 
(Med-QUEST), SNAP, TANF, general assistance, and 
public housing. Child and adult protective services, 
in-community youth programs, and the Hawaiʻi 
Youth Correctional Facility are also overseen by the 
department. The State Commission on the Status of 
Women and the Fatherhood Commission are attached 
to HMS.

FY2021 Budget
General Funds: $1.3 billion 
Special Funds: $5 million 
Federal Funds: $2.3 billion 
Other Funds: $20 million 

Total Operating: $3.6 billion
Coronavirus Funds: $15 million 

64%

36%



LABOR AND INDUSTRIAL RELATIONS (LBR)

Enforces labor laws, administers the state 
Unemployment Insurance, Workers’ Compensation, and 
Temporary Disability Insurance programs.  Compliance 
with the Prepaid Health Care Act is overseen by LBR.

LAND AND NATURAL RESOURCES (LNR)

Responsible for protecting Hawaiʻi’s natural resources, 
preserving native species, and ensuring safe 
recreational sites. It oversees historic preservation, 
manages state parks, and administers land conveyances 
and recordings.

PUBLIC SAFETY (PSD)

Oversees Hawaiʻi’s state correctional facilities, parole 
board, and sheriff’s office. It also regulates the 
prescription and dispensing of controlled substances.

TAXATION (TAX)

Administers Hawaiʻi’s taxation system, from enforcing 
tax laws to collecting taxes and other payments. TAX 
supports the Council on Revenues, which advises 
the executive and legislative branches on revenue 
projections, and the Tax Review Commission, which 
periodically advises on state tax policy.
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HEALTH (HTH)

Has wide-ranging responsibilities for public health, the 
environment, food safety, communicable and chronic 
disease prevention and control, and behavioral health. 
Includes the Hansen’s disease facility in Kalaupapa, 
the Executive Office on Aging, the State Health 
Planning and Development Agency, the Disability and 
Communications Access Board, the Hawaiʻi Health 
Systems Corporation, and the Hawaiʻi state forensic 
mental health hospital.

FY2021 Budget
General Funds: $649 million 
Special Funds: $823 million 
Federal Funds: $186 million 
Other Funds: $217 million 
Total Operating: $1.9 billion

34%
10%

44%

12%

FY2021 Budget
General Funds: $22 million 
Special Funds: $9 million 
Federal Funds: $51 million 
Other Funds: $390 million 

Total Operating: $478 million
Coronavirus Funds: $6 million 

82%

11%

FY2021 Budget
General Funds: $64 million 
Special Funds: $44 million 
Federal Funds: $25 million 
Other Funds: $3 million 
Total Operating: $136 million

47%

19%

32%

FY2021 Budget
General Funds: $256 million 
Special Funds: $3 million 
Federal Funds: $3 million 
Other Funds: $22 million 
Total Operating: $283 million

91%

8%

FY2021 Budget
General Funds: $30 million 
Special Funds: $4 million 
Federal Funds: $0 
Other Funds: $0 
Total Operating: $34 million

88%

12%



TRANSPORTATION (TRN)

Plans, develops and maintains transportation systems 
including highways, airports and harbors. The Aloha 
Tower Development Corporation is in TRN.

UNIVERSITY OF HAWAIʻI SYSTEM (UOH)

UOH is a statewide university system that includes UH 
Mānoa, UH Hilo, UH West Oʻahu, and the statewide 
community college system. UH Mānoa includes the 
John A. Burns School of Medicine and the Waikīkī 
Aquarium, among many other programs. 

UOH’s retirement and health benefits for employees 
and retirees are included but separately identified 
in the BUF budget. UOH is semi-autonomous with 
a Board of Regents. It manages its own capital and 
facilities budgets. Not included in state budget totals 
(below) or subject to the legislative process are the 
many competitive grants that the UOH brings in to 
the state. In FY17, the university received nearly 1,900 
competitive grants, mostly from federal agencies, 
amounting to $387 million.
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FY2021 Budget
General Funds: $0
Special Funds: $1.3 billion 
Federal Funds: $40 million 
Other Funds: $1 million 

Total Operating: $1.41 billion
Coronavirus Funds: $70 million 

92%

FY2021 Budget
General Funds: $526 million 
Special Funds: $580 million 
Federal Funds: $14 million 
Other Funds: $108 million 
Total Operating: $1.2 billion

44%

9%

48%
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