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The construction industry is headed onto a stronger recovery path. Last year was mixed, with government 

contracts making impressive gains, but private permitting flat. Now there is a flurry of  residential and commercial 

activity in the pipeline (much of  it on Oahu), and private building permits will surge by more than 20% this 

year and next. The ramp-up of  construction associated with the Honolulu rail project will make a significant 

contribution. By 2016, employment in the construction industry will surpass the peak of  the previous cycle.  

• Moderate interest rates and further strengthening of  economic fundamentals will stimulate demand for 

homes and drive prices upward. While the Neighbor Islands are still waiting for a decisive upturn in 

residential permits, the Kakaako condo boom is leading a strong pickup in Honolulu. Tight housing markets 

will push Oahu median home prices above $700,000 this year.   

• Last year, non-residential permits fell 10%, in large part due to a drop in the value of  photovoltaic 

installations. The decline in PV was driven by lower equipment cost, but also by delays in the approval 

process in areas with high levels of  saturation. This year, tourism-related construction in Waikiki and 

expansion of  retail space at the Ala Moana Center will contribute to a greater-than-20% surge in permitting 

for non-residential construction statewide.      

• The value of  public construction contracts awarded more than doubled over the last two years and is 

back to levels seen during other economic expansions. Excluding rail, the largest share of  government 

construction spending is going to upgrading public infrastructure. Federal military contracting has been 

strong despite the sequester, but more austere Department of  Defense spending plans suggest somewhat 

lower military construction going forward.     

• The Honolulu rapid transit project has now passed all significant legal hurdles, and the project will now 

ramp up sharply. Including rail, total public construction spending will be close to $2 billion this year and 

next. 

• The construction sector has now recovered a quarter of  the jobs lost during the recession and job gains will 

accelerate further in 2014-2015. Growth in the inflation-adjusted contracting tax base will build to more 

than a 15% rate by 2015. As a side effect of  faster growth, construction cost inflation has accelerated to 

about 5% and will remain relatively high in coming years. 

• With the construction cycle now on firmer footing, a number of  related issues are emerging. There is some 

question about whether the pace of  residential building will keep up with household formation on Oahu. 

And, while public contracting has rebounded, a prolonged period of  low public investment leaves many 

infrastructure needs unmet. From the industry’s perspective, a looming issue is limits to the pool of  qualified 

workers that will be needed as the cyclical upswing proceeds.
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2010 2011 2012 2013 2014 2015

Total Commitments to Build (Mil 2013$) 3,344 2,469 3,590 3,915 4,701 5,258
    % Change 9.7 -26.2 45.4 9.1 20.1 11.9

GE Contracting Tax Base (Mil 2013$) 6,153 6,295 7,361 7,597 8,238 9,631
    % Change -15.6 2.3 16.9 3.2 8.4 16.9

Construction Job Count (Thou) 28.9 28.8 29.4 30.8 32.6 35.9
    % Change -8.0 -0.3 2.1 4.8 5.8 10.2

Honolulu Median Home Price (Thou $) 594.6 576.1 624.9 647.0 710.5 773.8
    % Change 3.6 -3.1 8.5 3.5 9.8 8.9

Honolulu Median Condominium Price (Thou $) 310.9 300.0 316.0 333.6 354.4 376.3
    % Change -0.6 -1.8 5.3 5.6 6.2 6.2

HAWAII CONSTRUCTION FORECAST (SUMMARY)

Note:  Source is UHERO. Figures for 2014-2015 are forecasts. Tax base for 2013 is a UHERO estimate. Commitments to Build 
are the sum of private permits and public contracts awarded, excluding rail. Permits and tax base are deflated by the Honolulu 
Construction Cost Index. Additional detail available to subscribers and sponsors.
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Kulia I Ka Nu‘u (literally “Strive for the summit”) is the value of achievement, those who pursue personal 
excellence. This was the motto of Hawai‘i’s Queen Kapi‘olani. Sponsors help UHERO to continually reach 
for excellence as the premier organization dedicated to economic research relevant to Hawai‘i and the Asia-
Pacific region.

The UHERO Forecast Project is a community-sponsored research program of the University of Hawai‘i at 
Mānoa. The Forecast Project provides the Hawai‘i community with analysis on economic, demographic, and 
business trends in the State and the Asia-Pacific region.

All sponsors receive the full schedule of UHERO reports, as well as other benefits that vary with the level 
of financial commitment.

For sponsorship information, browse to http://www.uhero.hawaii.edu.


