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Letter from the President

Dear Reader,

Hawaii lawmakers have spent decades piling on 
state and county regulations that stifle homebuilding 
to the point that more and more local families are 
saying “Aloha” to their loved ones and leaving for the 
mainland, where housing is less expensive. 

A wide body of research shows that only easing or 
removing these regulations can reverse this crisis, and 
this brief gives lawmakers a playbook to help them 
make that happen.

Put together by my Grassroot colleagues Jonathan 
Helton and Malia Hill, it details 10 reforms that could 
increase homebuilding in the islands.

It is true that our elected officials have made strides 
in the past several years to identify and remove some 
of these harmful regulations, but much more needs to 
be done. The time for mainly tinkering at the margins 
has passed. Bold action is necessary to pare back 
decades of bad policy. 

At the state level, bold action means fixing the bro-
ken building code process that creates confusion for 
architects, engineers and city planners and makes it 
difficult to build small-scale multiunit housing. 
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It also means reforming the state Land Use 
Commission and clarifying permitting laws for pre-
fabricated homes to offer prospective homebuyers 
less costly housing options.

At the county level, bold action would include 
reducing minimum lot-size requirements, putting an 
end to parking mandates and abandoning so-called 
affordable housing rules that actually hinder home-
building at all price points.

These are just a few of the policies discussed in this 
brief, and I have high hopes that our lawmakers will 
be open to implementing them. They are changes 
that must be made sooner or later — preferably 
sooner — if we want Hawaii to be a place with afford-
able and abundant housing for all. 
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Executive summary 

This brief is intended to serve as a housing policy 
playbook for state and county lawmakers. It details 

10 practical actions that could be taken to remove 
unnecessary barriers, reduce construction costs and 
allow more homes to be built across a range of price 
points without sacrificing health, safety or environmen-
tal protections. 

February 2026
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The following reforms recommended by the Grassroot Institute 
of Hawaii are grounded in economic research, examples from other 
states and Hawaii’s own experience. They are:

	 I.	Reduce minimum lot-size requirements. 
	 II.	Eliminate parking mandates.
	 III.	Repeal inclusionary zoning.
	 IV.	Adopt a single statewide building code.
	 V.	Permit more prefabricated and manufactured housing.
	 VI.	Make it easier to build triplexes and fourplexes.
	 VII.	Ease the permitting process for agricultural workforce  

housing and other ag-related structures.
	VIII.	Reform the state Land Use Commission and its district  

boundary-amendment process.
	 IX.	Reform the owner-builder contractor exemption.
	 X.	Reform civil service requirements for state and county  

planning and permitting employees.

Housing affordability in Hawaii will not improve until housing 
becomes more abundant. The recommendations in this brief are 
intended to help lawmakers move beyond ineffective theories 
toward policies that have been shown to meaningfully expand the 
housing supply and stabilize home prices.

https://www.grassrootinstitute.org/
https://www.grassrootinstitute.org/


Page 4 Hawaii housing policy playbook

February 2026

Introduction

Hawaii’s housing crisis did not happen overnight, and it will not 
be solved by a single policy or program. Decades of misguided 

land-use rules, building regulations and administrative bottlenecks 
have made it increasingly difficult, time-consuming and expensive 
to build homes in the state. The predictable result has been chronic 
housing shortages, soaring prices, overcrowding and the continued 
out-migration of local families, workers, young people and retirees.

Despite billions of dollars in government spending and countless 
mandates aimed at so-called affordability, Hawaii consistently ranks 
among the least affordable housing markets in the nation. 

For many residents, homeownership is out of reach, and even 
renting has become unattainable. Employers struggle to attract and 
retain workers, farmers and ranchers cannot house their workers, 
and the fabric of communities unravels as residents are forced to 
leave in search of less expensive housing elsewhere.

The root cause of this crisis is a regulatory environment that 
suppresses homebuilding. Minimum lot sizes, parking mandates, 
inclusionary zoning, fragmented building codes, restrictive zoning 
classifications and slow permitting systems all combine to limit how 
much housing can be built. These rules might appear modest in 
isolation, but together they function as a powerful barrier to housing 
abundance.

February 2026
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Recommendations

I. Reduce minimum lot-size requirements 

P R O B L E M
In a state where the cost of land is a major reason for 

the high cost of housing, dictating the sizes of parcels 
on which homes can be built drives up prices, which 
incentivizes the construction of larger, more expensive 
homes over smaller, more affordable ones to recoup 
those costs.1

Minimum lot-size requirements for detached 
single-family homes in Hawaii vary by county and type 
of parcel, ranging from 3,500 square feet in Honolulu 
County2 to 7,500 square feet in Hawaiʻi County.3 

Not only do such requirements make housing less 
affordable, they could be tied to the proliferation of 
so-called “monster homes” and new housing projects 
that prioritize larger homes over smaller “starter” 
homes.4

RECOMMENDATION 
Reduce minimum lot-size requirements to incen-

tivize the construction of smaller, more affordable 
homes on less land. This would boost Hawaii’s 
housing supply to bring down home prices. 

The success of this approach can be seen in 
Houston, Texas, which reduced lot sizes in 1998 from 
5,000 to 1,400 square feet. Approximately 80,000 
homes have been built on smaller lots since then, and 
housing prices remain more affordable there than in 
similar metropolitan areas.5

Grassroot Institute of Hawaii
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II. Eliminate parking mandates

P R O B L E M
Hawaii’s four counties generally require a certain 

number of parking spaces for new buildings or when 
old buildings change uses. But these rules are costly 
and make the creation of walkable communities more 
difficult. 

According to a 2020 study, and counting for inflation 
since then, adding a single space in a parking garage 
structure in Honolulu alone costs around $68,000.6 

Parking requirements also impose hidden costs. For 
example, space dedicated to parking cannot be used 
to expand a business or home, contributing to higher 
home prices and rental rates.7 

Likewise, parking rules make it virtually impossible 
to establish walkable town squares because modern 
structures need to be farther away from each other to 
accommodate required parking. 

Among Hawaii’s counties, Honolulu has already 
experimented with parking reform. The county’s 
affordable-rental incentive program, enacted in 2019 
through Bill 7, allows homebuilders to construct 
apartments without any required parking. And in 
2020, Honolulu decreased or abolished its parking 
mandates in areas close to the Skyline rail route and 
certain bus stops. 

A 2025 report issued by the Hawaiʻi Appleseed 
Center for Law & Economic Justice found that home-
builders still built parking stalls after these changes, 
but the amount varied based on the project and was 
often less than the old city rules required8 — a clear 
indication that parking mandates were requiring more 
parking than the market demands.

RECOMMENDATION
Require Hawaii’s counties to abolish parking man-

dates, or at least exempt certain areas, such as those 
within certain distances of bus stops or in town cores. 

February 2026
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III. Repeal inclusionary zoning

P R O B L E M
Inclusionary zoning is a housing policy that requires 

or encourages private developers to offer a portion of 
new housing units at below-market-rate prices or rents. 

Its intended purpose is to promote the creation of 
more affordable housing at minimal cost to taxpayers. 
In reality, however, it simply doesn’t work. 

Numerous studies show that homebuilding projects 
become less financially feasible as inclusionary zoning 
rules become more restrictive and complicated. The 
result is that housing growth stagnates and prices 
increase for market-rate housing.9 

A 2024 study of a voluntary inclusionary zoning pro-
gram in Los Angeles concluded that land-use reform 
would be a more effective way to increase the housing 
supply. It found that “increasing IZ requirements may 
not produce substantially more below-market-rate 
units, and is very likely to reduce future housing 
production.”10 

There are at least half a dozen inclusionary zoning 
programs in Hawaii, with each county and the Hawaii 
Community Development Authority operating sep-
arate programs for land under their jurisdictions.11 
Yet these programs have done little to help increase 
housing supply or affordability. 

RECOMMENDATION
Eliminate all inclusionary zoning programs to incen-

tivize homebuilding and reduce housing prices. 

Eliminating inclusionary zoning would not mean 
abandoning the commitment to increase housing 
affordability. It would simply be a recognition that it 
does not advance its objective. 

Instead, lawmakers should focus on other reforms, 
such as those mentioned in this playbook, to encour-
age housing growth at all levels of affordability.

Grassroot Institute of Hawaii
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IV. Adopt a single statewide building code

P R O B L E M
Hawaii’s current building codes and fragmented 

process of adopting building codes make it chal-
lenging for homebuilders to construct higher-density 
housing, especially triplexes and fourplexes.  

Under the current process, the state is supposed to 
revise and adopt each model building code that gets 
passed by the International Code Council every three 
years. The counties then make their own amendments 
to the updated state building code and adopt those 
versions as their current building codes.

Hawaii law requires the State Building Code Council 
to adopt the new model code within two years of 
its release; the counties then have an additional two 
years to make amendments and adopt their codes.

However, the process often lags years behind these 
intended targets. For example, the 2018 international 
code wasn’t adopted by the state until 2021.12 Hawai‘i 
County adopted it in late 2021,13 and Maui County 
took until April 2023.14 Honolulu County took until July 
2024, and the Kaua‘i County Council didn’t even have 
hearings on it until August 2024.15 

Even in light of these delays, the requirement 
remains that the State Building Code Council adopt 
the updated international code within two years of 
its release, and the counties are supposed to release 
their versions within two years of that.16 

As a result, Hawaii’s county building codes are 
constantly in flux, and builders must navigate as many 
as four different building codes throughout the state. 
This adds to the uncertainty of building homes here, 
thereby driving up costs. 

RECOMMENDATION
Replace Hawaii’s patchwork process of adopting 

building codes with a single statewide building code 
that is crafted with input from the counties but not 
instituted at the county level. This would eliminate the 
need for the counties to adopt separate versions of 
the state code. 

In addition, the State Building Code Council should 
adopt a state code every six years instead of every 
three. This would allow county staff to prioritize issues 
such as permit approvals over requently learning a 
new code.

February 2026
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V. Permit more prefabricated and manufactured housing

P R O B L E M
Hawaii’s zoning laws, building codes and other 

land-use rules are not friendly to prefabricated and 
manufactured housing,17 which are common on the 
mainland and often more affordable than site-built 
homes.18 

Manufactured homes are completely built off site in 
factories, whereas prefab homes are typically built in 
sections in a factory and assembled on site.

The U.S. Department of Housing and Urban 
Development has health and safety standards in place 
for manufactured homes, and two of Hawaii’s counties 
exempt HUD-certified homes from review under their 
own codes.19 

A 2023 study conducted by the Manufactured 
Housing Institute found that 81% of respondents who 
owned manufactured homes had “positive” or “very 
positive” feelings about their homes, and 72% said 
they were likely to recommend manufactured homes 
to others. These residents often cited affordability, 
value, energy efficiency and construction quality as 
reasons for being happy with their homes.20

Meanwhile, Hawaii’s permitting process for modular 
and manufactured homes remains largely complicated. 

In 2020, representatives of the State Building 
Code Council attempted to align the state’s building 
code with the International Building Code’s rules for 
manufactured housing, which would have created 
a statewide system for permitting and inspecting 
factory-built homes.21 

But that effort failed after encountering opposition 
from local trade associations that alleged the pro-
posed change would violate state law that prohibits 
the Council from adopting rules relating to county 
permitting, and that streamlining permitting for 
manufactured housing would be unfair to contractors 
who build on site.22 

RECOMMENDATION
State lawmakers should create a standard per-

mitting process for prefabricated homes and allow 
streamlined approvals for federally certified manufac-
tured housing. 

States such as Utah and California have long- 
standing legislation that requires localities to allow 
manufactured housing in residential areas, including 
those zoned for single-family homes.23

Grassroot Institute of Hawaii
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VI. Make it easier to build triplexes and fourplexes 

P R O B L E M
State and county building codes in Hawaii make it 

difficult and expensive to construct small-scale multi-
family housing such as triplexes and fourplexes.

Triplexes and fourplexes are fundamentally resi-
dential buildings. They are typically low-rise, house 
a small number of families and present comparable 
safety risks to single-family homes, duplexes and 
townhouses. 

Under current code interpretations, Hawaii’s 
counties typically require triplexes and fourplexes to 
comply with the International Building Code, which is 
intended for large commercial and high-occupancy 
structures, rather than the International Residential 
Code, which governs one- and two-family homes 
and townhouses.24 This classification subjects small 
residential projects to commercial-grade requirements 
that are disproportionate to their size and risk. 

As a result, triplexes and fourplexes are often 
required to have fire sprinkler systems and meet 
other commercial construction standards that sig-
nificantly increase design and construction costs.25 
These requirements can substantially increase the 
cost of projects that are otherwise similar in scale to 
single-family homes, making small multifamily housing 
financially infeasible in many cases.

Because of these added costs, builders are discour-
aged from constructing triplexes and fourplexes, even 
in areas where zoning would otherwise allow them.26 
This limits the development of “missing middle” 
housing that could provide more attainable homes 
within existing residential neighborhoods.

RECOMMENDATION
Amend Hawaii’s building code to place triplexes 

and fourplexes under the International Residential 
Code rather than the International Building Code.

North Carolina passed a law in 2023 that treats 
triplexes and fourplexes as residential buildings.27 
Hawaii should follow suit to expand housing options 
and support the development of homes that are 
compatible with existing neighborhoods, while 
maintaining appropriate safety standards.

February 2026
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VII. Ease the permitting process for agricultural workforce housing 
and other ag-related structures

P R O B L E M
Hawaii’s farmers and ranchers have struggled to find 

workers to harvest crops and tend livestock in large 
part because of Hawaii’s high housing costs. 

Each county allows some housing on land zoned 
for agriculture. But for farmers and ranchers who hire 
helpers, building on-site housing for their workers 
often involves navigating complicated approvals and 
adding expensive infrastructure.28 

Further, the state permitting exemption for struc-
tures such as greenhouses and barns on agricultural 
land is limited in scope. It doesn’t apply to farmers and 
ranchers with parcels smaller than 2 acres, and places 
unnecessary size limitations on certain buildings.29

RECOMMENDATION
Add flexibility to county zoning, permitting and 

infrastructure rules for farmers and ranchers who 
want to build employee housing on their land. 

The Legislature should also expand the permitting 
exemption for nonhabitable structures. This would 
help reduce the number of permit applications county 
agencies have to work on, allowing them to focus on 
reviewing more important permits. 

Grassroot Institute of Hawaii

https://www.grassrootinstitute.org/
https://www.grassrootinstitute.org/
https://www.grassrootinstitute.org/


Even modest  

housing developments  

can be delayed for extended 

periods, increasing financing 

costs and exposing projects to 

changing market conditions.

Page 12 Hawaii housing policy playbook

February 2026

VIII. Reform the state Land Use Commission  
and its district boundary-amendment process

P R O B L E M
Hawaii is the only state with a statewide land-use 

classification system that divides all land into urban, 
rural, agricultural and conservation districts. 

The state Land Use Commission is tasked with 
overseeing these classifications, operating as a kind of 
state zoning board that’s required by law to review a 
wide range of proposed building projects.30 

Any proposal to reclassify land requires a district 
boundary amendment. Counties are allowed to 
approve such amendments for parcels up to 15 acres, 
but larger projects must go through the LUC. 

Unfortunately, the LUC permitting process is lengthy, 
complex and unpredictable. Applicants must navigate 
quasi-judicial hearings, extensive environmental review, 
multiple rounds of filings and potential appeals — all of 
which can add years to a project timeline. Even modest 
housing developments can be delayed for extended 
periods, increasing financing costs and exposing 
projects to changing market conditions.

In addition, LUC review often duplicates work 
already performed by county planning departments, 
zoning boards and councils. Projects that comply with 
county general plans, community development plans 
and zoning ordinances can still be delayed or denied 
at the state level despite having undergone extensive 
local review. This redundancy undermines local plan-
ning authority while providing little additional public 
benefit.

RECOMMENDATION
Increase the acreage cap on district boundary 

amendments that can be approved by the counties. 
This would reduce the number of district boundary 
amendments that must be submitted to the Land 
Use Commission, thereby expediting the process for 
certain parcels.

State lawmakers could further reduce the LUC’s 
burden by allowing counties to handle more district 
boundary amendments for urban, agricultural and 
rural zones, which would free up the LUC to specialize 
in the more complex issues related to conservation 
land and Important Agricultural Lands.

February 2026
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IX. Reform the owner-builder contractor exemption 

P R O B L E M
In Hawaii, homeowners cannot obtain an owner- 

builder exemption to construct a home they plan to 
lease or sell within one year of its construction.31 

State law requires that licensed contractors super-
vise any work valued at more than $1,500.32 However, 
there is a limited exemption to that rule that effectively 
allows homeowners to act as their own general 
contractors if they do not plan to lease or sell the 
home for at least a year.33 

This is not a blanket waiver of licensing 
requirements for contractors though. 
An owner-builder must still hire 
licensed subcontractors to do any 
work that requires a license, such as 
plumbing or electrical work. 

By nature, the prohibition on 
leasing or selling the home limits 
opportunities for homeowners 
interested in building backyard 
cottages or accessory dwelling 
units on their properties. After all, 
who would want to convert part of 
their home into an accessory dwelling 
just to leave the unit vacant for a year after 
building it?

RECOMMENDATION
Expand Hawaii’s contractor law to allow owner- 

builders to lease the homes they are constructing. 
Other states, including California, have similar 
allowances for leasing and even sales under their 
owner-builder exemptions.34 

This would give homeowners an extra tool to use 
when considering whether to expand 

their homes or build small 
backyard units, but it wouldn’t 

prevent them from using a 
licensed general contractor 
to manage the build if 

they wanted to do that. 

Grassroot Institute of Hawaii
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X. Reform civil service requirements for state and county  
planning and permitting employees

P R O B L E M
Hiring decisions for almost all state and county 

employees are required to be made through the 
state’s civil service system, which limits the flexibility 
of departments and agencies to quickly hire qualified 
candidates. 

Pay scales for state and county positions are often 
poor, and hiring processes are inefficient.35 Salaries 
are controlled by collective bargaining agreements 
that apply to many different types of employees, so 
state and county agencies cannot easily adjust salaries 
for critical positions, such as for employees involved in 
reviewing permits for new housing. 

Gov. Josh Green’s ongoing emergency orders 
related to affordable housing have allowed state and 
county agencies to bypass collective bargaining and 
civil service requirements for positions involved in 
approving housing permits.36 But ultimately, these 
orders are not permanent state law. Moreover, they 
have had only a limited effect, partly due to pushback 
from state and county human resource agencies. 

The Maui Department of Housing, for example, tried 
to use one of the governor’s emergency orders to fill 
many of its vacant jobs, but the county Department of 
Personnel Services prevented it from doing so, citing 
at the time a lawsuit against certain portions of the 
governor’s original housing orders.37 

The state Supreme Court ultimately did strike down 
some of the governor’s first housing orders, but it 
upheld the majority of them, including the one that 
the Maui Housing Department was trying to use. 

RECOMMENDATION
Create a permanent civil service exemption for the 

staff of agencies that handle plans for new housing. 

This would give state and county agencies certainty 
that any individuals they hire under the exemption 
would not face the possibility of being let go, as they 
could be if they were hired under a temporary emer-
gency order.

February 2026
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Conclusion 

There are too many state and county regulations that 
make it excessively time-consuming and expensive 

for homebuilders to construct the affordable homes that 
local residents need.

All of those rules have compounded to cause a 
housing availability and affordability crisis that will not 
improve until lawmakers implement reforms that will 
encourage more homebuilding. 

This brief outlines 10 such reforms that have been 
demonstrated to work in Hawaii and elsewhere. 
Adopting any or all of them would help reverse the 
state’s housing crisis so that local families could afford to 
live, work and build futures in the islands they call home.
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