CENTRAL MAUI
COMMUNITY PLAN UPDATE

Economic Development Resource Paper
December 2024

weare

CENTRAL MAUI




Contents

1 Resource Paper Introduction and OVEIVIEW ... sssssssssssssssssssses 1
1.1 KEY TOIINIS.cuucuiueerereessrsesessessessssssssssessesssssessss s s sssessssssssesssssssssssssssssssssessessssnsssns s s s s sanessesss st sssanssnsunsansanesneanes 1

2 GENETA] PlAN OVETVIEW ..oceurreercereesseeseessesssessseessesssesssessssesssesssesssssssss s s ss s s st sessssssssesssesssssssssssssssusasssesssssssnens 3
2.1 Overview of the Central Maui Community Plan Update ... 3
2.1.1 Countywide Policy Plan & Maui [SIand PIan ... sssssssssesssssssssssssssans 3

2.2 2002 Wailuku - Kahului COMMUNITY PIAN cerurieieeeeciseiseeecesesseeseisessseesse s sssssnsssssssssssssss s sssssssssessseens 3
2.3 PlANIINEZ ATCQ ..eueuetreeusienreeseeusessesseessessssssessessassse s sessse s s Esse s s s E s E R R EA R4 R £ s E R R E ARt st 4
2.3.1 Purpose of the RESOUICE PAPEIS ...t sesetsesseiess s ssesss s ssssss st sessssssssssssssssssssssssssssesas 4

3 Key Findings and RECOMMENAAtIONS .....vuuriueueenreereesreiecsseessesseesseesssssesssesssssessssssssssssssssssssssssssssassss s sssssssssnsssssanees 6
3.1 Summary of Existing Conditions and FUtUIre NEeds.......c.cuemeneeneemeensessemssesssssesssssesssessessssssesssesseens 6
3.2 Preliminary Policy Framework RecOMMmMENdations.......oueeeeeereenseesesseesesseesseesessessessssssesssesssssssssssseens 6
3.3 Preliminary Growth Framework Recommendations.......issssssssssssssssssssens 6

4 Existing ECONOMIC CONAITIONS cvvvureueeeeeeeesreseesessseesssessseessesssssesssessesssesssessssesssesssesssssssssssss sesssessssssssesssessssssssesssasssess 7
4.1 Demographic and ECONOMIC PrOfile ... ssessssesssesssssssssssssssssssssssssssssssssssseees 7
30 00 I 25 41 0] 10), 7' 1= o 1 PSP PSP 8
4.1.2 Trends in tourism and hoSPITAliLY ... ——————————-—————————,. 11

4.2 Major Employers & Key Facilities: Current Conditions and Trends........oeesssen: 12
4.2.1 KANUIUL HATDOT couveeeececireeereceees e sseess e sssees s s s s ses s s s st ss st ssssssssssssssnss 12
4.2.2 KANUIUT AITPOT T iurieriteeereeeee et eesseessesssessssssss e s s s s bbb s Rt s s b b 13

5 FULUTE NEEAS....ceueeeeuseeneeeseesse s sessesse s sesse s s sss s s s b s s a £ s s bR ER £ AR E AR AR bbb s 13
5.1 EMPIOYMENT FOTECASES w..uuruueeieurereesseeneeseeseesseisessesssessesssssses st sesssesssssssss s sssss st s s sessssssssssessssssssssssssssssssssses 13
5.2 Commercial Market ASSESSIMENT ......cccriueueeueeresreeseessessessesssesssessssssesssssse s ssssss s ssssssssssssssssessssssssssessssssssans 15
5.2.1 Retail Real Estate Market TIEINAS ......ccourereereeereereeseieeseessesseessesssssessse s ssessssssssssssssssssssssssassssssssssssssanes 16
5.2.2 Office Real Estate Market TIEINAS ......ccouurereereeereereeseieeseesseessessesssssessse s ssessssssesssssssssssssssssassssssssssssssanes 18
5.2.3 Industrial Real ESTate TIENAS ....cccoiurreuiereereesseiseesesesssesssesssesssssssssesssesssssssssssssssssssssssssssssssssssssssssssssssans 20
5.2.4 Future Growth and Market Demand for Commercial SPACe .......cmermrneriesmmenensnssnensnesssss 22

5.3 Land DEMANM.....cuieeeeereesreeesseesseesseeesseesssesssesssesssessssesssesssesssessssssssesssessssssssssssessssssssessssssssesssessssssssssssesssssssssessessans 22
5.3.1 Methods for Measuring Land Demand........oeeeesneeeesneemeesseeesssssssesssesssssssssssesssssssesssssssssseses 23
5.3.2 OULPUL DY SECTOT citiitiieeriises s ssssssssss st ses s s sssssss s ssss s s s s s sns 23

5.3.3 IMPLICAtIONS DY SECTOT vt sssssssss st ssss st ssssss st sassss s sssssss s sassssns s sas 24



6 Challenges & O PP OTTUNITIES. ... cueeeeseerersersseessesssessseessessssees s ssss s s s s s bR 25

6.1 CRAIIENEES ....oveereeneesreeeseeessees e es e ss e s e e e e s s s E s RS ER R R R R AR R R 25
6.1.1 Demographic and EcONnomic UNCETtainties. ... reeereeenmeesseesseesseessessessesssessssesssesssesssessssssssessseeens 25
6.1.2 LaNd CONSIIAINES ..eureercemeemseeseessseesseesssesssesssesssesssssessessssesssssssessssesssesssessssssssesssessssssssessssssssssssessssssasssssasssssssnees 25
6.1.3 COSt Of DEVEIOPIMENT.....ceueereeeereeereteeseessesse s sssesseesse s s ssse s s bt ses s s s s R bt ses bbb s a b 25
6.1.4 AffOTAADIE HOUSINE c..eurereeieereesecereiseseessesssese st s sses s s s ess bbb s 25

Lo 0 o) 70 02 ¥ Lo =T 26
6.2.1 DIVEISE ECONOIMNY ..ccuiuieierieiesessesesessessssessessessesssssesssssessssssssessessessessss s s ssesss st s ssssssssssssssssssesssssessssns 26
6.2.2 Stable COMMETCIAl MATKEL ..o iurreereeeeereeseeeieesseessessesssesssss s sssssesssesssssssssssssesssssssssessssssssssssssssssssssanes 26
6.2.3 F1eXiDIE DEVEIOPIMENL ...oucerieereteeereeeeseesseeseessesssessessse s sssses st et s s s bbb bbbt 26

7 Initial Recommendations for the Central Maui Community Plan Update ........cocmeemeneeseecenneeseesseennees 27

7.1 Preliminary Policy Framework Recommendations........isssssssssssssssssssssnns 27
7.1.1 RegUIAtOrY FIEXIDIILY .ovueeereeereeeseceeeesseeserseesseessessseessesssssssse e st sssesssesssssss s s s sssssssesssssssessans 27
7.1.2 Infrastructure INVESTIMENTS.....occiueererneesseesseesseessessssssseessesssessssesssssssesssessssssssssssssssssssssssssssssesssasssssssees 27
7.1.3 HOUSING AffOTAADILIY . euueeeueeereeereceeeesseesserseesseesssessseessesssssssse s sssess s ssssss s ssssss s s sssss s sssssssesssssssessans 28

7.2 Preliminary Growth Framework Recommendations......sssssssssssssssssss 28

Figures

Figure 1: Central Maui COMMUNILY PIan AT€a ......oceeeererneernneneeesseesseessessssssssessessss s sssesssessssssssssssssssssesns 4
Figure 2: Share of Total Employment by Industry in Central Maui......cceeeseeeesesseeseessessssssesnnes 9
Figure 3: Change in Employment by Industry, 2019 & 2021 ......corneneenreenneeneeseeserseesseessesseessssssssssssssssessees 10
Figure 4: Employment Forecast by Sector in Central Maui, 2024-2043 (Graph)....cccomeenreenseneenseennes 14
Figure 5: Central Maui Retail & Flex Rents, 2019-2024 Q3....cooreneureenmernemsreesenseeseessesssssesssessesssssssssssssssssssanees 16
Figure 6: Central Maui Retail Vacancy Rates, 2019-2024 Q3 .....oveeenreenmernmerseeseessessesssessssesssssssessssssssssssees 17
Figure 7: Central Maui Retail Deliveries, 2019-2024 Q3....ccoenerrmeemeeenmeemeesseessssessessssessesssesssssssssssessssssssssssees 17
Figure 8: Central Maui Office Rents, 2019-2024 Q3...cereereenreerenseesesessesssesesssssssessesssssssssssssssssssssssssssssssssees 18
Figure 9: Central Maui Office Vacancy Rates, 2019-2024 Q3 .....cooerrermeenrerrerneeseessessesseesssssssssessesssesssssssssesnes 19
Figure 10: Central Maui OffiCe DelIVETIes ..o ieeeeereerereerserseeeseesseessesessesssesses et ssssssssssesssssssssesssssssssssesssssssssssnees 19
Figure 11: Central Maui Industrial Rents, 2019-2024 Q3.....comeereeermeenmreseemessseesssessssesseessssssssessssssesssssssssseees 20
Figure 12: Central Maui Industrial Vacancy Rates, 2019-2024 Q3 ....ccoonreneenmerneessesseeseessessesssssssssesssesees 21
Figure 13: Central Maui Industrial Deliveries, 2019-2024 Q3......coieneereenmereeseesereesseesessessessesssssesssesnees 21
Tables

Table 1: Employment SUummary for Central MaUI ... creereeneeseeseessssssssessss s ssessssssssssssssssssssssssssasessees 8

Table 2: Employment Forecast by Sector in Central Maui (Table) .....cooeomeneneeneenneseeseeseesesesseesseeseeens 14



Table 3: Land Demand Model Assumptions
Table 4: 2043 Land Demand Model Results



1 Resource Paper Introduction and Overview

As part of the Central Maui Community Plan update process, Resource Papers focused on cultural
resources, climate change, socioeconomics, housing, urban design, economic development,
transportation, and infrastructure. These Resource Papers summarize relevant existing policy (from
the Countywide Policy Plan and Maui Island Plan), key issues that need to be addressed, and initial
recommendations for strategies to include in the Community Plan. The Resource Papers were
prepared based on the best available data and research, including existing studies, reports, and
plans.

The purpose of this Economic Development Resource Paper is to provide a baseline understanding
of existing conditions in the Central Maui Community Plan Area. The information in this Report will
form the foundation for the updated Central Maui Community Plan, including the Policy Framework,
Growth Framework, and Implementation Actions.

1.1 Key Terms

Affordable housing: A housing unit priced to ensure a household to spend 30 percent or less of its
annual income on housing.!

Change of occupancy: Change in the occupancy classification of a building or structure, or any
change in the purpose or the level of activity within a building or structure.2

Deliveries or “New Inventory”: The number of new buildings or units completed and ready for
occupancy in a given time period, measured in square feet or number of units.3

Density bonus: A type of development incentive that offers extra density on a site in exchange for
meeting locally defined goals such as including affordable housing units in the development.+

Economic development: Efforts to create economic growth and improved quality of life by
“expanding the capacity of individuals, businesses, and communities to maximize the use of their
talents and skills to support innovation, job creation, and private investment.”s

Flexible “Flex” space: Can accommodate various uses within the same building or development.s

1 County of Maui. (2010, March 24) Countywide Policy Plan. Pg 26.
https://owl.purdue.edu/owl/research_and_citation/apa_style/apa_formatting_and_style_guide/reference_list_electronic_sou
rces.html

2 International Building Code. (2024). Section 202 General Definitions.
https://codes.iccsafe.org/content/IBC2024P1/chapter-3-occupancy-classification-and-use#IBC2024P1_Ch03_Sec302.1
3 CoStar. (n.d.). CoStar Glossary. https://www.costar.com/about/costar-glossary

4 Planetizan. (n.d.). What is a Density Bonus? https://www.planetizen.com/definition/density-bonuses

5 U.S. Economic Development Administration. (n.d.) Key Definitions. https://www.eda.gov/performance/key-
definitions#:~:text=Economic%20Development%3A%?20creates%20the%20conditions,trade%20valuable%20goods%?2
0and%?20services.

6 CoStar. (n.d.). CoStar Glossary. https://www.costar.com/about/costar-glossary
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Impact fee: Refers to one-time charges levied by local governments on new development.”

Infill development: Refers to the process of developing vacant or underutilized land within
existing urban areas.?

Mixed use development: A type of urban development that combines multiple uses within a single
building or area.®

Modular construction: A faster construction process where a building is constructed off-site and
produced in “modules” that can be put together on site.10

Opportunity zones: An economic development tool that incentivizes investment in distressed
areas through preferential tax treatment for investment. Recent studies and discourse are
illuminating the troubling connection between opportunity zones and gentrification, finding that
opportunity zones are geared to benefit future residents as opposed to current residents. 1

Tax increment financing (TIF): Tax increment financing is a local property tax-based financing
tool for a defined geographic area. It entails freezing property tax revenues at the base year and
using redevelopment to increase property values, then leverages the incremental tax revenues
during the TIF time period for further redevelopment.:2

Use-based zoning: Also known as Euclidean Zoning, use-based zoning codes separate different
types of land uses as opposed to form or density-based zoning.13

Vacancy rate: The amount of new/relet/sublet space vacant divided by the existing rentable
building area.1#

7 American Planning Association. (1997, April) APA Policy Guide on Impact Fees.
https://www.planning.org/policy/guides/adopted/impactfees.htm

8 Planetizan (n.d.) What is Infill Development? https://www.planetizen.com/definition/infill-development

9 Planetizan. (n.d.) What is mixed-use development? https://www.planetizen.com/definition/mixed-use-
development#:~:text=The%20term%?20often%20refers%20to,as%20well%20as%20public%20amenities.

10 Modular Building Institute. (n.d.) What is Modular Construction? https://www.modular.org/what-is-modular-
construction/

11 National Low Income Housing Coalition. (2022, April 18). Gentrifying Opportunity Zones Are More Likely than Non-
Gentrifying Opportunity Zones to Receive Investments. https://nlihc.org/resource/gentrifying-opportunity-zones-are-
more-likely-non-gentrifying-opportunity-zones-receive

12 Local Housing Solutions. (2021, May 17). Tax Increment Financing. https:/ /localhousingsolutions.org/housing-policy-
library/tax-increment-financing/

13 Planetizan. (n.d.) What is Euclidean Zoning? https://www.planetizen.com/definition/euclidean-zoning

14 CoStar. (n.d.). CoStar Glossary. https://www.costar.com/about/costar-glossary
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2 General Plan Overview

2.1 Overview of the Central Maui Community Plan Update

The Maui County General Plan includes the Countywide Policy Plan (CWPP), Maui Island Plan (MIP)
and community plans. The County of Maui’s policy framework includes plans that cover the entire
county, the island of Maui and Central Maui specifically. These existing plans contain goals, policies,
objectives and actions that are applicable to the Central Maui region.

2.1.1 Countywide Policy Plan & Maui Island Plan

Strengthening and diversifying Maui’s economy has been a common goal in economic development
initiatives for many years. These initiatives are included in the Countywide Policy Plan, the Maui
Island Plan and the 2002 Wailuku - Kahului Community Plan.

The stated goal in the Countywide Policy Plan (CWPP) is that “Maui County’s economy will be
diverse, sustainable, and supportive of community values.” This goal is supported by four objectives,
40 policies, and five implementing actions.

Chapter 4 of the 2012 Maui Island Plan (MIP) addresses the issue of Economic Development with
goals for the following economic focus areas:

Economic Diversification

Tourism

Agriculture

Emerging Sectors

Small Business Development

Health Care Sector

Education and Workforce Development

N s wh e

These seven goals are supported by 18 objectives, 84 policies and 36 implementing actions.

In total, the Countywide Policy Plan (CWPP) and Maui Island Plan (MIP) contain eight goals, 22
objectives, 124 policies, and 41 implementing actions addressing economic development.

2.2 2002 Wailuku - Kahului Community Plan

The goal of the Economic Activity section of the 2002 Wailuku - Kahului Community Plan states
that the region will have “A stable and viable economy that provides opportunities for growth and
diversification to meet long-term community and regional needs and in a manner that promotes
agricultural activity and preserves agricultural lands and open space resources.” This goal is
supported by nine objectives and policies and two implementing actions. For this update, the
Wailuku - Kahului Community Plan will be renamed the Central Maui Community Plan to better
reflect its extent and the area’s location within Maui County.

Economic Development
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Community plans focus on smaller geographic regions. Guided by a vision for the future, they
provide goals, policies and implementation actions that direct the development of character and
appropriate land use for the region, as well as provide clear direction to guide County decision-
making. The Central Maui Community Plan covers the region illustrated in Figure 1.15

2.3 Planning Area

Figure 1: Central Maui Community Plan Area

2.3.1 Purpose of the Resource Papers

As part of the Central Maui Community Plan update process, the County—with assistance from a
team of consultants—prepared a total of seven Resource Papers focused on cultural resources,
climate change, housing, urban design, economic development and socioeconomics, transportation,
and infrastructure. These Resource Papers summarize relevant existing policy (from the
Countywide Policy Plan and Maui Island Plan), key issues that need to be addressed, opportunities
to take advantage of, and initial recommendations for strategies, policies, and actions to include in
the Community Plan. The Resource Papers were prepared based on the best available data and
research, including existing studies, reports, and plans.

The Resource Papers were crafted with two primary purposes in mind: first, to inform County staff,
community members, and stakeholders about existing conditions, policies, and plans related to the

15 More information about Community Plans is available at https://www.mauicounty.gov/423/Community-Plans.
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Community Plan; second, they were written so that the key findings can be easily adapted for use in
the Community Plan, either in the Plan, Policy, or Growth Frameworks or the Implementation
Program.
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3 Key Findings and Recommendations

3.1 Summary of Existing Conditions and Future Needs

Central Maui, home to about 59,000 residents, is a diverse and dynamic area on Maui serving as a
hub for healthcare, social services, retail, and government offices. It tends to be a younger and more
diverse population than Maui as a whole, with lower household incomes. As of June 2024, Central
Maui is serving as a refuge for as many as 1,200 residents displaced by the Lahaina fire, which will
have both short and long-term impacts on housing, employment, and transportation needs.

Employment in Central Maui is forecasted to grow by just under 14 percent over the next 20 years,
primarily in the service industries. Past underproduction of commercial space, future employment
growth, and potential expansions at Kahului Harbor and Airport, will drive demand across retail,
office, and industrial real estate sectors in Central Maui.

3.2 Preliminary Policy Framework Recommendations

The preliminary Policy Framework recommendations for economic development in Central Maui
focus on creating a more adaptable and efficient development framework to address current
challenges and prepare for future growth. Recommendations emphasize regulatory flexibility,
allowing for diverse and compatible uses within zones, streamlined occupancy changes, and
innovative construction techniques. Strategic infrastructure investments should be prioritized in
high-density areas, utilizing creative financing methods and developer partnerships to catalyze
growth.

Addressing housing affordability is a key component of facilitating economic development in
Central Maui, with an emphasis on developing affordable units near major employers, meeting
healthcare, education and government worker housing needs, and providing both short and long-
term housing solutions for residents seeking shelter in Central Maui in the aftermath of the 2023
Lahaina fire. The overall approach should maximize land and resource efficiency while supporting
economic growth and workforce stability.

3.3 Preliminary Growth Framework Recommendations

Recommendations for Central Maui’s Growth Framework emphasize efficient land use and
adaptable development strategies to address current market demands and future growth in a land-
constrained environment. The Framework should focus on redevelopment in existing urban areas,
particularly along major corridors and in existing centers. Preliminary recommendations suggest
reducing the amount of low-density residential designated uses to encourage more diverse housing
options, including multifamily developments, to help facilitate economic development in Central
Maui.

Recommendations also include reevaluating industrial designations and commercial designations,
in areas such as the Kahului Shopping Center, the Maui Mall, Pu‘unéné Sugar Mill area and
Paukukalo, to better serve adjacent communities and support more flexible commercial space and
uses. The Growth Framework should encourage more efficient use of underutilized commercial land
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and buildings in Central Kahului through flexible use allowances and updated development
standards.

The Framework should encourage more efficient use of existing, underutilized commercial land and
buildings in Central Kahului through flexible use allowances and updated development standards.
These areas need further community engagement and analyses for flood hazards, tsunami, sea-level
rise and cultural impacts.

4 Existing Economic Conditions

This section provides an overview of Central Maui's economic environment, helping to frame the
region's current conditions and potential for future development. Included in this section are the
following:

¢ Current population demographics

¢ Employment summary

¢ Tourism and hospitality sector trends

¢ Key facilities driving economic growth in Central Maui and Maui County

4.1 Demographic and Economic Profile

The 2020 Decennial Census shows that Central Maui was home to 59,641 residents, comprising
about 35 percent of Maui County's population.ts However, Maui County overall has lost population
in the wake of the COVID-19 pandemic. ECOnorthwest developed a population forecast specific to
Central Maui, utilizing the University of Hawai‘i Economic Research Organization’s (UHERO) 2024
forecast for Maui County as a foundation, and found that the baseline estimated population in
Central Maui in 2024 is just under 57,000. Additionally, following the devastating 2023 Lahaina fire,
cell phone data indicates that nearly 1,200 residents from Lahaina may have relocated to Central
Maui, increasing Central Maui's population to just under 59,000 residents.1”

Central Maui contains about 19,440 housing units, representing approximately 27 percent of the
county's total housing supply.® There are approximately 29,339 jobs in Central Maui across a range
of industries.’® The 2021 Ka'ahumanu Avenue Community Corridor Market Analysis revealed that
Central Maui's population tends to be younger, more racially diverse, and have lower household
incomes compared to Maui County as a whole?o, likely favoring value-oriented retail and services
while also supporting culturally specific businesses. These demographics, combined with the
concentration of housing and employment, position Central Maui as a working-class economic
center with both opportunities and challenges, where purchasing power constraints influence the
types of businesses and development that can succeed.

16 Central Maui: 2020 Decennial Census, Maui County: 2020 Decennial Census

17 Placer.ai - Migration analysis between January 2022-January 2024

18 Central Maui: ACS 2022 5-year data, Maui County: ACS 2022 1-year

19 Central Maui: LODES 2021

20 2021 Market Analysis Report for Ka‘ahumanu Ave Community Corridor Plan, 2021
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4.1.1 Employment

Central Maui has a diverse employment base. The health care and social assistance (e.g., social
workers, counselors, mental health specialists, etc.) industry is the largest employer in Central Maui
accounting for 20 percent of all jobs, with Maui Memorial Medical Center in Wailuku serving as the
primary hub for medical services. The area also has a substantial retail sector, particularly in Kahului
and Wailuku, catering to both tourists passing through from the Airport or the Harbor on the way to
other resort destinations, along with the island’s permanent residents. Retail establishments, include
grocery stores, several shopping centers, and big-box stores such as Walmart, Target, and Costco.
These establishments help employ more than 4,600 people, about 16 percent of jobs in the Central
Maui. Public administration and construction industries are the next largest employers in Central
Maui each accounting for about 8 percent of the jobs. Table 1 and Figure 2 below provide a summary
of Central Maui’s employment base as of 2021.

Table 1: Employment Summary for Central Maui

Industry # of Employees Employment Share ‘
Health Care and Social Assistance 5,855 20.0%

Retail Trade 4,640 15.8%

Public Administration 2,586 8.8%

Construction 2,558 8.7%
Accommodation and Food Services 2,050 7.0%
Transportation and Warehousing 1,983 6.8%

Administrative and Support and 1,782 6.1%

Waste Management and
Remediation Services

Other Services [except Public 1,191 4.1%
Administration]

Wholesale Trade 1,097 3.7%
Professional, Scientific, and 930 3.2%
Technical Services

Educational Services 891 3.0%
Real Estate and Rental and Leasing 725 2.5%
Utilities 696 2.4%
Arts, Entertainment, and Recreation | 660 2.2%
Manufacturing 584 2.0%
Finance and Insurance 412 1.4%
Information 360 1.2%
Agriculture, Forestry, Fishing and 275 0.9%
Hunting
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Management of Companies and 47 0.2%
Enterprises

Mining, Quarrying, and Oil and Gas 17 0.1%
Extraction

TOTAL 29,339 100%

Source: LODES 2021

Figure 2: Share of Total Employment by Industry in Central Maui

Source: LODES 2021
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Figure 3: Change in Employment by Industry, 2019 & 2021

Source: LODES 2019 & 2021

Most industries in the study area saw a decline in total employment between 2019 and 2021.
Among industries with declining employment, the average industry's employment level shrunk by
15 percent. The Management (of companies) industry lost the highest share of workers (-36
percent). However, this industry is not a major source of employment in Central Maui.
Transportation and Warehousing declined by 28 percent, translating to about 794 lost jobs.
Accommodation and Food Services saw the next largest loss of jobs at 22 percent, translating to
about 583 lost jobs.

Public Administration, Education Services and Agriculture were industries that saw significant
positive growth. These three industries added 951, 732 and 248 new jobs, respectively. While this is
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significant growth, especially for the Agriculture and Education industries, these industries are still
not major employers in Central Maui.

4.1.2 Trends in tourism and hospitality

Maui County's tourism and hospitality industry has experienced significant challenges in recent
years. Prior to the global outbreak of COVID-19, Hawai‘i's was experiencing a high volume of
tourism, but the pandemic triggered a sharp decline in the second quarter of 2020, with travel
restrictions (implemented to support public health outcomes) severely impacting air travel and
hotel occupancy across the state.2t As of May 2020, the Department of Business Economic
Development and Tourism projected a six-year recovery period for visitor arrivals, based on
Hawai‘i's trajectory following the Great Recession. 22 As of 2024, data indicates that Maui County's
tourism economy is still below pre-pandemic levels. This recovery has been further complicated by
the devastating wildfire that struck the town of Lahaina in August 2023.

According to the Hawai‘i Tourism Authority, flights arriving to Kahului Airport between May-July
2024 are down 19.5 percent when compared to May-July 2019, dropping from 3,110 to 2,503.23
Hotel occupancy is also down by 10 percent in May 2024 compared to May 2019, dropping from 78
percent to 68 percent. However, while occupancy is down, hotel revenue for Maui County has
increased by just over 24 percent compared to 2019, with average daily rates up 36 percent from
$405 per night to $552 per night. Vacation rentals tell a similar story with unit occupancy down by
almost 29 percent when compared to 2019, but average daily rates are up almost 54 percent when
compared to 2019. Supply has also decreased by about 1.7 percent.2425

Pent-up demand for travel from the pandemic resulted in major increases to bookings for leisure
trips, particularly in domestic resort destinations. Despite reduced capacity at many properties due
to staffing shortages, safety protocols, and renovation projects, strong demand allowed hotels to
charge premium room rates. Hotels also faced significant cost pressures from inflation, increased
labor expenses, and new health and safety protocols, which were often passed on to consumers
through higher room rates.2s

While Central Maui offers some affordable accommodation options and amenities for tourists, its
hospitality sector primarily supports business travel associated with key institutions and facilities
such as healthcare centers, government offices, educational campuses, the Airport, and the Harbor.
This reflects Central Maui's important role as a business and service destination, rather than a
primary tourist destination. Even as recovery continues, the hospitality industry in Central Maui is

212020 Market Analysis Report for Ka’ahumanu Ave Community Corridor Plan, 2020

22 Peterkin, O. (May 26, 2020). State tourism forecast predicts it will take 6 years for arrivals to recover. Pacific Business
News. https://www.bizjournals.com/pacific/news/2020/05/26 /state-tourism-forecase-predicts-arrivals.html

23 Hawai‘i Tourism Authority. (May 20, 2024). Infrastructure Research. May - July 2024 vs. May - July 2019: Scheduled
Nonstop Flights to Hawai'i by Port of Entry

24 Hawai‘i Tourism Authority. May 2024 Hawai‘i Hotel Performance Report
https://www.hawaiitourismauthority.org/media/12912 /hta-may-2024-hawaii-hotels-performance-final.pdf

25 The county established caps on new transient accommodations through Ordinance 5473 in December 2022. Transient
units are capped in each zoning district, thus allowing no new transient accommodation units as outright permitted uses
in most zoning districts. However, hotel uses were not changed for the Wailuku Redevelopment Area zoning district.

26 CBRE Research 2024 Global Hotels Outlook. https://www.cbre.com/insights/reports/2024-global-hotels
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likely to maintain this focus on meeting the needs of visitors connected to these local and regional
facilities.

4.2 Major Employers & Key Facilities: Current Conditions and Trends

The Kahului Airport and Harbor are both located in Central Maui and are critical pieces of
infrastructure that drive Maui’s economy, serving as gateways for goods, commerce, local travel and
tourists. Their future growth plans will have an impact on Central Maui’s economic development
over the coming decades.

4.2.1 Kahului Harbor

Kahului Harbor is a manmade port, dredged from the naturally formed Kahului Bay. The Harbor
basin is 2,050 feet wide by 2,400 feet long and has a project depth of 35 feet. The entrance channel
is 660 feet wide and 40 feet deep. The Harbor has container and freight handling facilities,
petroleum and asphalt pipelines, and a passenger terminal.

Kahului Harbor is under the jurisdiction of the State of Hawai‘i Department of Transportation
Harbors Division (DOT Harbors). To enhance the Harbor’s capacity and efficiency, in 2007 DOT
Harbors produced the Kahului Commercial Harbor 2030 Master Plan, which includes information
on the construction of piers, mooring structures and terminals, and dredging. The Plan also lays out
environmental protection measures to mitigate impacts from harbor activities.2”

In 2012, DOT Harbors produced the Kahului Harbor Development Plan. The Plan builds upon the
2030 Master Plan by detailing additional projects and improvements needed over the next 10 years.
Objectives include identifying and analyzing Harbor expansion opportunities; identifying best space
utilization for expanded lands; identifying improvements that do not require the expansion of land;
and identifying specific actions and phasing for implementation.2s

Kahului Harbor is the busiest neighbor island port in Hawai‘i’'s Commercial Harbor System. In fiscal
year 2022, cargo throughput at Kahului Harbor was 2.25 million short tons, a 23 percent increase
from the previous year. Prior to 2018, cargo volumes reflected sugar tonnage and volumes for
molasses commodities. With the cessation of sugar operation, total cargo tonnage has decreased.»

After being suspended in mid-March 2020 due to the COVID-19 pandemic, Hawai‘i’s cruise industry
restarted in January 2022 with the arrival of seven out-of-state cruise ships. These ships operate at
40 to 70 percent capacity. The Hawai‘i home-ported cruise ship, Pride of America, suspended
interisland cruises in the first quarter of 2022 and resumed operation in April 2022. By the end of
2022, most cruise ships to Hawai‘i were operating at 75 to 80 percent capacity. This translates to
144,810 visitors and 1,069 Hawai‘i residents visiting Maui via cruise ship in 2022.

27 Maui County staff noted that the 2030 Master Plan will undergo an update in the coming years. For more information on
the 2030 Master Plan, visit the DOT Harbors website at https://hidot.hawaii.gov/harbors/harbor-users/maui-master-
plans-environmental-documents/kahului-commercial-harbor-2030-master-plan-eis/.

28 For more information on the Kahului Harbor Development Plan, visit the DOT Harbors website at
https://hidot.hawaii.gov/harbors/files/2013/01/Kahului-Harbor-Dev-Plan-FINAL-v2.pdf.

29 https://hidot.hawaii.gov/harbors/harbor-users/cargo-statistics/
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4.2.2 Kahului Airport

Kahului Airport occupies approximately 1,867 acres of State land on the northeastern side of
Kahului Town. The Airport's facilities are strategically positioned to serve both inter-island and
overseas flights, with general aviation, helicopter, air taxi operations, and Federal Aviation
Administration facilities located primarily on the northeastern side of the primary runway.

Kahului Airport falls under the jurisdiction of the State of Hawai‘i Department of Transporation
Airports Division (DOT Airports). In 2016, DOT Airports updated the Kahului Airport Master Plan to
lay out the groundwork for the Airport’s growth strategy over the next two decades. The updated
Plan addresses the need for substantial infrastructure development to support an increase in
passenger counts, improve the level of service, and ensure the Airport's role as a key transportation
hub in Maui. However, some of the projects in the updated Kahului Airport Master Plan may be
deferred or cancelled as a new update to the Plan is proposed, reviewed, and considered in the near
term.3o

In 2023, domestic overseas inbound air cargo was 16,357 tons, up 7 percent from 2022; outbound
air cargo was 815 tons, up 20 percent. Interisland outbound air cargo was 22,251 tons, down 2
percent from 2022; inbound air cargo was 8,028 tons, down 23 percent.

5 Future Needs

This section explores Central Maui's potential economic future and need for additional commercial
space through three key analyses:

¢ Anindustry-based employment forecast, projecting how employment growth may
influence the region's development.

e A commercial real estate market assessment, examining current demand to anticipate
future need for commercial space.

e An evaluation of how projected employment growth could translate into demand for
new commercial space.

5.1 Employment Forecasts

The University of Hawai‘i Economic Research Organization (UHERO) Forecast Project provides
statewide analysis of economic, demographic, and business trends for Hawai‘i as a whole and more
localized data across the counties.

UHERO'’s county forecast projects total employment in Maui County to grow by 9.2 percent over the
next 20 years. The jobs by industry in Central Maui reflect the unique history and infrastructure
available in the region. While Central Maui is not a major tourism hub, it hosts both the main port
and airport for the island, the seat of government and a concentration of personal and professional
services, along with medical facilities. As an example, to illustrate these differences, 62 percent of
County’s total jobs in the trade, transportation, and utilities sector are concentrated in Central Maui

30 For more information on the 2016 Kahului Airport Master Plan, visit https://airports.hawaii.gov/ogg/airport-
info/master-plan-update-2016/.
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while only 40 percent of jobs in the service-providing industries are in this region. Over the next
twenty years (2024-2043), Central Maui's total employment is projected to grow by 13.9 percent,
after applying Central Maui's sector-specific job concentrations to countywide industry
employment forecasts. This growth is expected to bring job numbers closer to pre-pandemic levels
observed in 2019, particularly recovering service-related jobs lost during the pandemic.

Figure 4: Employment Forecast by Sector in Central Maui, 2024-2043 (Graph)

Source: LODES 2021, UHERO County Forecasts

Table 2: Employment Forecast by Sector in Central Maui (Table)

Goods- Service- Trade, Total Jobs
Producing Providing Transportation,
Industriess1 Industriess2 and Utilitiess3s
2019 2,885 23,202 9,976 36,063
2020 2,733 16,991 7,856 27,580
2021 2,733 19,796 8,729 31,258
2022 2,936 21,318 9,103 33,357
2023 2,987 21,519 9,103 33,609

31 Goods-producing industries typically refer to sectors of the economy that create physical products, including
manufacturing, Construction, Mining, Agriculture, etc.

32 Service-providing industries typically include industries that provide services rather than producing goods such as
health care and social assistance, accommodation and food services, finance and real estate, etc.

33 Trade, Transportation, and Utilities sector usually encompasses jobs related to wholesale and retail trade,
transportation and warehousing, and jobs related to operating utilities.
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2024 3,007 20,625 8,330 31,962
2025 3,123 21,034 8,461 32,618
2026 3,245 21,374 8,579 33,198
2027 3,351 21,679 8,704 33,734
2028 3,391 21,955 8,798 34,144
2029 3,300 22,252 8,891 34,443
2030 3,169 22,512 8,978 34,659
2031 3,027 22,745 9,028 34,800
2032 2,946 22,961 9,084 34,991
2033 2,895 23,146 9,128 35,169
2034 2,900 23,302 9,159 35,361
2035 2,931 23,434 9,178 35,543
2036 2,971 23,550 9,197 35,718
2037 2,997 23,662 9,215 35,874
2038 3,007 23,763 9,228 35,998
2039 3,012 23,851 9,240 36,103
2040 3,012 23,927 9,247 36,186
2041 3,017 24,003 9,247 36,267
2042 3,022 24,067 9,253 36,342
2043 3,027 24,139 9,247 36,413

Source: LODES 2021, UHERO County Forecasts

5.2 Commercial Market Assessment

This section examines the current commercial real estate landscape in Central Maui, focusing on
market trends and demand patterns for different types of commercial space. It aims to provide
insight into how these trends may correlate with employment growth and the potential need for
additional commercial development in the area.

Key findings include:

Retail. The retail market in Central Maui has remained stable with recent signs indicating
potential for long-term demand. Retail rents have fluctuated since 2019 but have increased
substantially in recent quarters as vacancy rates have declined. These trends coupled with
the recent retail investments in Central Maui suggests a healthy retail environment with
potential future demand for retail space if vacancy rates continue to decline.

Office. The office real estate market in Central Maui shows signs of steady growth and
stability. The stable rise in rental rates coupled with declining vacancy rates points to a
stable office market with potential future rent spikes as future demand increases. Small-
scale office space could potentially be supported in the future as market conditions improve,
but the impacts of pandemic-era office trends will need to settle for lenders and commercial
developers to consider adding new office space to the market.

Industrial. The industrial real estate market in Central Maui is thriving due to rising rents,
low vacancy rates, and effective absorption of new developments. These trends indicate
strong demand for industrial space moving forward.
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5.2.1 Retail Real Estate Market Trends

With a retail inventory of almost 5.3 million square feet, the Central Maui retail submarket has a
vacancy rate of 6.2 percent as of 2024 Q3.3+ Retail rents generally have remained relatively stable
between 2019 and 2023 but have increased to $32.12 per square foot in 2024 Q3. With a gradual
increase in retail rents in recent quarters suggest a growing demand or reduced supply for retail
space in Central Maui as vacancy rates decline. However, retail vacancy rates will need to fall below
5 percent before there is likely near-term demand for additional space.

Figure 5: Central Maui Retail & Flex Rents, 2019-2024 Q3

Source: Costar

In 2019 Q1, the retail vacancy rate was hovering around 7.0 percent and peaked at 8.2 percent in
2020 Q3 because of the COVID-19 pandemic but has been gradually decreasing to 6.3 percent in
2024 Q3, indicating increasing demand in the retail market as vacancy rates decline.3s

34 Retail totals and trends include flex space to align with the General Commercial Category in land demand analysis.
35 A healthy retail vacancy rate typically ranges between 7 percent and 10 percent. This range allows for natural tenant
turnover and provides flexibility for businesses to relocate or expand.
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Figure 6: Central Maui Retail Vacancy Rates, 2019-2024 Q3

Source: Costar

Since 2019, about 120,000 square feet of retail space has been built in Central Maui. Notable
developments include a 57,400 square feet Safeway grocer and a 33,181 square feet auto
dealership, both built in eastern Kahului. The figure below shows the volume of new retail square
footage delivered to the market between 2019-2024 Q3.

Figure 7: Central Maui Retail Deliveries, 2019-2024 Q3

Source: Costar
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5.2.2 Office Real Estate Market Trends

In 2019 Q1, office rents were at $22.70 per square foot and over time have gradually increased to
$27.84 per square foot in 2024 Q3. Reductions in vacancy rates and steadily increasing rents over
the last five years indicates stability and long-term demand for office space. However, ongoing
nationwide volatility in office trends in the post-pandemic economy will need to stabilize for
lenders and commercial developers to consider adding new office space to the market.

Figure 8: Central Maui Office Rents, 2019-2024 Q3

Source: Costar

In 2019 Q1, office vacancy rates were at 3.6 percent, and peaked at 4.1 percent in 2019 Q3 and have
since declined to 2.7 percent in 2024 Q3. Overall, a declining trend in vacancy rates suggests a
tightening of the office market, indicating the potential for long-term demand for new office space.

Economic Development
Resource Paper | 18



5.2.2.2 Office Vacancy Rate
Figure 9: Central Maui Office Vacancy Rates, 2019-2024 Q3

Source: Costar

Since 2019, approximately 69,000 square feet of office space has been delivered to the Central Maui
market. Notable developments include a 58,257 square feet office space for the Maui County Service
Center in 2020 and two 5,000 square foot office condos in 2021 and 2022.36

5.2.2.3 New Office Developments (SF)

Figure 10: Central Maui Office Deliveries

70,000
58,257
60,000
50,000
(%40,000
30,000
20,000
10,000 5246 5,508
0 | |
AN AT N TN A NNt AN = N A
[edodeododoNeododeodododododo oo o NoNoNo N NGO NG N oy
NN O0OO0OO0O0 A+ A aNNNNMNMOM”NO< O
oo o o N NN N NN NN N NN NN N NN ™
OC00000OOOOOOOOOOOOOO OO
NAANAANAANAAAACNAQCNAQNQ G
N
o
Y

Quarter, 2019 - 2024 YTD

Source: Costar

36 Office condos are commercial office spaces that are sold rather than leased. They function similarly to residential
condominiums but are designed for business use.
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5.2.3 Industrial Real Estate Trends

Industrial rents in Central Maui have increased from $14.31 per square foot in 2019 Q1, to $17.82
per square foot in 2024 Q3. An increase in rents coupled with a decline in vacancy rates suggest a
strong industrial market amid a very limited supply of vacant industrial space. These trends
indicate potential near-term spikes in industrial rents as demand for industrial space continuous
with the current 1.1 percent vacancy rate.

5.2.3.1 Industrial Rents
Figure 11: Central Maui Industrial Rents, 2019-2024 Q3
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The industrial vacancy rate was around 3.0 percent in 2019 Q1, peaked at 4.3 percent in 2020 Q4
likely due to the COVID-19 pandemic and subsequently declined to 1.1 percent by 2024 Q3. The
rapid decline in industrial vacancy rates, especially after 2020, indicates a strong demand for
industrial space in Central Maui.
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5.2.3.2 Industrial Vacancy Rate
Figure 12: Central Maui Industrial Vacancy Rates, 2019-2024 Q3

5.0%
4.5%
4.0%

@ 3.5%

©

< 3.0%

3 2.5%

C
S 2.0%

L 159
1.0%
0.5%
0.0%

2019 Q1
2019 Q2
2019 Q3
2019 Q4
202001
2020 Q2
202003
2020 04

2024 Q3 QTD

Quarter, 2019 - 2024 YTD

Source: Costar

The strong industrial market in Central Maui has fueled the construction of several industrial
developments. Since 2019, more than 48,000 square feet of industrial space has been built in
Central Maui. This new industrial inventory is generally smaller-sized warehouse buildings
including the recent delivery of a 11,800 square feet industrial building for the equipment supplier
Bobcat.

5.2.3.3 New Industrial Developments (SF)
Figure 13: Central Maui Industrial Deliveries, 2019-2024 Q3
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5.2.4 Future Growth and Market Demand for Commercial Space

The commercial real estate trends presented suggest a stable, but tightening commercial market in
Central Maui, with demand potentially beginning to outpace supply, particularly for the industrial
sector.

While Central Maui is projected to see about 13.9 percent employment growth over the next two
decades, current market trends suggest that demand for commercial space includes both a future
growth component associated with forecast employment growth as well as current demand
component indicated by declining commercial vacancy rates across market segments, especially in
the office and industrial markets.

The strong demand for commercial space in Central Maui appears to be influenced by factors
beyond just employment growth. Over the past few years, new commercial developments have been
infrequent and relatively small in scale. This limited supply has not kept up with market demand,
and the existing commercial real estate inventory is used very flexibly by a variety of tenant and
business types, especially for flex spaces, business parks, strip commercial centers, and other more
affordable commercial spaces across Central Maui.

Central Maui's commercial real estate market shows growing demand across multiple sectors, with
industrial space being the most near-term pressing need. However, there's also potential for
service-oriented office spaces, small-scale office, retail and food service space, and flexible mixed-
use projects. Given the strong performance across sectors, developments that can adapt to changing
market needs (e.g., flex spaces that can serve as retail, office or light industrial) may be particularly
in demand to meet evolving needs.

5.3 Land Demand

Population and employment growth in an area drive the demand for buildings, as people need space
to live, work, socialize, and access services. This demand for buildings, in turn, creates a need for
land on which to construct them. However, the relationship between growth and land needs is not
always straightforward.

Land demand models are often used to help understand future development needs by estimating
the quantity and types of development a region might require based on employment forecasts. For
this analysis of Central Maui, a simple land demand model was used to focus on commercial activity.

Understanding how employment growth may drive additional demand for built space is particularly
crucial for Central Maui due to the area’s land constraints. This analysis aims to provide insights for
determining how the area can accommodate future growth while managing its limited land
resources.
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5.3.1 Methods for Measuring Land Demand

The types of commercial spaces needed by different industries vary significantly. To capture these
differences, the land demand model relies on economic and demographic forecasts to estimate the
number of new employees by industry as well as the amount of built space needed by an average
employee for each industry from 2024 to 2043.

UHERO employment forecasts are used to evaluate the number of new employees by industry in
Central Maui. The county wide forecast is converted to Central Maui forecast using the methodology
described in the Employment Forecasts section above. A literature review on land use patterns in
different industries yields the list of assumptions regarding the built square feet required per
employee including some tailored assumptions to reflect Hawai'i's market conditions (Table 3).

Table 3: Land Demand Model Assumptions

Square feet per

Industry Category employee
Industrial and Warehouse (e.g., construction, manufacturing, utilities, 420
transportation)

General Commercial (e.g., wholesale and retail trade, accommodation, 300
food services)

Office (e.g. finance, real estate, professional services, technology, arts, 350
entertainment)

Medical/Service Offices (e.g., healthcare, social assistance) 350
Government Offices (e.g., public administration) 300

Sources: Snohomish County Employment Density Analysis (2007), Portland Metro Employment Density Study (1999), 2023-
2024 CBRE Global Workplace & Occupancy Insights (2024)

5.3.2 Output by Sector

By 2043, Central Maui will have increased demand for commercial land uses across all commercial
space categories. General Commercial space includes commercial space for retail trade, wholesale
trade, food service and accommodation jobs and has the highest land demand needs by 2043.
Industrial and warehouse spaces for construction, mining, manufacturing, transportation and utility
jobs is estimated to only need a further 38,000 square feet in that time period.

Table 4: 2043 Land Demand Model Results

Industry Category Land Demand (Square Feet)

Industrial and Warehouse 38,000
General Commercial 419,000
Office 165,000
Medical/Service Offices 213,000
Government Offices 71,000

Economic Development
Resource Paper | 23



5.3.3 Implications by Sector

Both current market demand, driven by underproduction of commercial space during the last
several years (particularly in the industrial sector), and future employment growth in Central Maui
will need to focus on maximizing flexibility and efficiency in a land-constrained environment.
Strategies will need to prioritize the development of multi-use spaces, mixed-use developments,
and vertical growth that prioritize local industries and services. Increasing the productivity of
existing commercially zoned land and supporting the intensification of commercial land is
important. Implications by sector are provided below:

General Commercial will command the most space (419,000 sq ft) and should focus on
developing flexible, mixed-use spaces and centralized commercial hubs, while
encouraging adaptive reuse of existing structures and promoting shared spaces to
support small businesses. This commercial space category is critical to long-term
opportunities for entrepreneurship, small businesses, and supporting commercial
affordability.

Medical Offices follow with the second-highest need for space (213,000 sq ft),
reflecting the growing need for healthcare and social assistance spaces in the broader
context of an aging population on Maui. This could require expansions to existing
medical campuses, integration of smaller medical services into mixed-use
developments, and anticipating the need for medical office space near medical
campuses.

Office will require a relatively moderate amount of space (165,000 sq ft). Flexible office
spaces, vertical development, and more integration of residential and commercial uses
will be necessary to meet current demand for office space, along with anticipated future
office needs.

Government Offices show a lower but still significant demand (71,000 sq ft). Strategies
to address this could include exploring shared facilities, digital service delivery, and
integrating government services into mixed-use developments, which can also help
promote accessibility.3”

Industrial and Warehouse space has the lowest forecasted demand (38,000 sq ft)
based on employment growth projections. However, it's important to note that current
demand for this type of space in Central Maui is highly likely due to historical
underdevelopment. To address this, the focus should be on creating flexible and vertical
industrial spaces especially in underutilized commercial centers, as well as exploring
shared storage and logistics facilities to support multiple businesses and support
intensification of existing industrial and warehouse uses.

37 The state is currently engaged in discussions about relocating certain state facilities to the Pulehuni area. Key questions
include which specific uses or operations will be moved, the impact this relocation will have on Central Maui, and the
amount of space that will be vacated as a result.
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6 Challenges & Opportunities

This section summarizes the key challenges and opportunities for Central Maui faces in facilitating
economic growth over the next 20 years.

6.1 Challenges

6.1.1 Demographic and Economic Uncertainties

Central Maui faces significant demographic and economic uncertainties that pose challenges for its
future development. Prior to the pandemic, Central Maui faced challenges driven by high housing
costs, limited employment opportunities, and a reliance on tourism. The affordability crisis,
compounded by high living costs and stagnant wages, has pushed many residents to relocate to
more affordable regions. A lack of economic diversification and land-use constraints further
restricted growth and development, while an aging population and outmigration of younger
residents created demographic pressures. These issues have made it difficult to sustain its
population, highlighting vulnerabilities that worsened due to the impacts of the COVID-19
pandemic, and most recently the Lahaina fire. The slow and uneven economic recovery creates
uncertainty about the pace and nature of Central Maui's long-term growth, which will pose
challenges to adequately plan for future development and infrastructure needs.

6.1.2 Land Constraints

While long-term employment projections for the industrial sector suggest relatively low growth
over the next 20 years, there is strong near-term demand for industrial space, likely driven by
historical underproduction in recent years. Industrial and warehouse spaces typically require larger
land footprints compared to other commercial uses and with Maui’s limited land resources, finding
suitable sites for industrial development will be a near-term challenge for Central Maui. Industrial
space needs will also require balance with other uses, such as the projected demand for General
Commercial and Medical Office Spaces by 2043.

6.1.3 Cost of Development

Development costs on the island are particularly high, influenced by broader current national
economic trends as well as issues specific to Maui. The expense of sourcing and transporting
construction materials to the island, coupled with major infrastructure challenges play a major role
in driving up construction costs and have likely played a role in the underproduction of commercial
space occurring in recent years. Overcoming the cost of development to deliver the commercial
space needed to comfortably accommodate near-term demand and facilitate economic growth in
the coming years will be a challenge for Central Maui.

6.1.4 Affordable Housing

Central Maui faces substantial affordable housing challenges needed to support workforce
development—a critical factor for facilitating economic growth in Central Maui. The area’s
demographics will require additional workforce and affordable housing, but broader market and
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economic conditions, on and off the island, will continue to make this type of housing difficult to
deliver.

6.2 Opportunities

6.2.1 Diverse Economy

Central Maui already has a diverse local economy that can serve as a foundation for future growth
and resilience. It has a varied employment base spanning multiple sectors, including healthcare and
social assistance, retail trade, public administration, construction, and food services that will allow
the area to better withstand economic downturns compared to more tourism-dependent areas of
the island. The presence of key facilities like the Kahului Airport and Harbor, along with a varied
retail sector, further solidifies Central Maui's role as a crucial hub for goods and services. Central
Maui is well-positioned to leverage its existing economic base to facilitate additional economic
development in the future.

6.2.2 Stable Commercial Market

Central Maui's retail market demonstrates stability and potential for long-term demand. Unlike
many other markets nationally, Central Maui is experiencing some demand for office space, allowing
for a strategic focus on small-scale office developments, which can help manage risk while meeting
current needs until national office trends stabilize. As previously discussed, the industrial sector
demonstrates particularly strong demand, and underscores an immediate opportunity for industrial
space development to address the current shortfall. Positive trends across the retail, office, and
industrial sectors position Central Maui well for targeted, strategic commercial development that
can capitalize on current demand while preparing for future growth.

6.2.3 Flexible Development

The area’s existing inventory of formal and informal flexible commercial spaces serves as a valuable
asset for addressing current and future economic needs. This established practice of adaptable
space utilization provides a framework for creatively tackling commercial space demands,
especially given the region's land constraints, underutilized commercial spaces and evolving
economic conditions. By building upon and refining this model, Central Maui has an opportunity to
optimize its limited land resources, respond nimbly to changing market dynamics, and promote
sustainable economic growth amid uncertainty.
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7 Initial Recommendations for the Central Maui
Community Plan Update

7.1 Preliminary Policy Framework Recommendations

7.1.1 Regulatory Flexibility

Central Maui should prioritize regulatory flexibility to allow the market to adapt to demographic
and economic changes as the community recovers from the pandemic and Lahaina fire and changes
its focus from tourism as the dominant economic driver to a more sustainable and resilient
diversified economy. The Central Maui Community Plan update should focus on elevating policies
and programs that promote efficient land use (e.g., higher density development, shared parking
facilities, etc.) adaptable spaces, bicycle and pedestrian access, and diverse, compatible mixed-use
developments. These strategies will allow the community to evolve in response to shifting needs
and resource constraints, particularly regarding land and water. Key strategy recommendations
include:

¢ Transition from strict use-based zoning to a more flexible framework that allows for a
wider range of compatible uses within zones.

¢ Streamline change of occupancy requirements to facilitate use of flexible spaces,
enabling easier, low barrier transitions between commercial, office, and residential
uses.

¢ Implement shared parking strategies to maximize land use efficiency and reduce the
amount of surface area that parking occupies.

¢ Encourage modular construction techniques that allow for easier reconfiguration of
spaces as market demands and community needs shift.

o Utilize incentive-based policies, such as density bonuses and tax abatements, to drive
desired development outcomes that align with community goals.

+ Allow flexible spaces that can accommodate various uses within the same building or
development, including encouraging the repurposing of existing structures to revitalize
areas, preserve community character, and reduce the demand for new construction.

7.1.2 Infrastructure Investments

To help catalyze new development, particularly infill development, and optimize the use of land in
Central Maui, the County should consider strategic infrastructure investments that support the
intensification of uses and can help reduce project costs for the private market. Key strategy
recommendations include:

e Prioritize water, sewer, and multi-modal transportation projects in areas designated for
higher density development, particularly for affordable housing, within the community
and make these areas more appealing for new projects.

¢ Utilize innovative financing mechanisms, such as tax increment financing (TIF), and
leverage opportunity zones to fund infrastructure improvements without placing undue
burden on existing taxpayers.
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¢ Collaborate with developers to share the costs of infrastructure upgrades to facilitate
more development while distributing financial responsibilities.

¢ Implement a tiered impact fee system that rewards efficient site utilization by offering
reduced fees for developments that maximize land use efficiency, and consider scaling
fees based on location, with lower rates in priority development areas.

7.1.3 Housing Affordability

Prioritizing policies that address housing affordability will be crucial for fostering economic
development and workforce sustainability in Central Maui. Given the area's changing demographics
and growing sectors (such as medical services and general commerce), ensuring accessible housing
options is essential for attracting and retaining a qualified workforce. Delivering more affordable
housing options will not only support industry growth but will also contribute to the overall
stability and resilience of the community. Key strategy recommendations include:

e Explore collaborations between local government and private developers to create
affordable housing near major employers.

¢ Engage with medical providers and community service organizations to anticipate and
address housing needs for healthcare workers to deliver a stable workforce that can
support an aging population on Maui.

¢ Prioritize both short-term and long-term housing solutions for residents displaced by
recent wildfires strategies to help stabilize affected populations and support community
recovery.

¢ Encourage a mix of housing types and price points to accommodate various income
levels and family sizes. This diversity will support workforce needs across different
sectors and career stages.

7.2 Preliminary Growth Framework Recommendations

To address current market demands and accommodate future growth in a land-constrained
environment, Central Maui should consider a growth framework that prioritizes efficiency,
flexibility, and vertical development to help maximize the use of available land while creating space
for expanding existing and locating new industries and services. Key strategy recommendations
include:

¢ Encourage building upward rather than outward, focusing on intensifying
development in the existing more urban areas of Central Maui, particularly along major
corridors and within existing underutilized centers. This approach will help promote
community goals related to compact development, transit-oriented design, focusing on
safe and accessible pedestrian and bike infrastructure, and the preservation of open
spaces and agricultural lands.

0 The core of Wailuku presents opportunities for infill and mixed-use development
due to the amount of surface parking and adjacent low-density residential areas.
However, development policies should carefully balance growth with the
preservation of the area's historic character and existing affordable housing stock.
While infrastructure investments, including road improvements, will be needed to
support increased density, these changes should be implemented thoughtfully to
maintain the neighborhood's cultural heritage and ensure long-term affordability
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for current residents. The Ka‘ahumanu Avenue corridor also offers potential to
decrease the amount of low-density residential designated land to help encourage
delivery of more diverse housing types, including multifamily development. Offering
a variety of housing options can serve as an important catalyst for economic
development in the Central Maui and provide more affordable housing options for
the local workforce.
¢ Seek opportunities to reduce the amount of land designated for industrial
development by striving to balance the short-term demand for new industrial space
with limited long-term need. The County could consider changes to the industrial
designations near the Paukukalo area, considering how some of the area is currently
utilized as flexible space. Given its strategic location, this area may be well-suited for
more commercial, and retail uses to serve the adjacent residential communities. There
are areas adjacent to the University of Hawai‘i Maui College campus designated for
industrial development but could be suitable for residential and mixed-use
development to better support faculty, staff, and students associated with the
university.3® Local plans for Central Maui have discussed redevelopment potential of the
Queen Ka‘ahumanu Center which is currently designated as heavy industrial. By
capitalizing on existing community assets and implementing strategic rezoning, this can
stimulate the site's redevelopment into a vibrant, mixed-use economic hub for the
community. The Kahului Shopping Center, the Maui Mall, and the Puunene sugar mill
area would also benefit from more diversified zoning.
¢ Modernize commercial development standards to maximize land use efficiency in
Central Kahului by updating zoning codes and site regulations. This includes allowing
higher density development where appropriate, enabling vertical mixed-use projects,
and reducing excessive parking requirements. Create more flexible zoning that permits
a diverse range of business types across commercial areas, moving away from single-
use designations to accommodate evolving business needs and market demands. These
changes will help existing businesses expand, attract new employers, and make better
use of underutilized properties.
¢ Work closely with the Harbor and Airport authorities to help inform and align their
future growth strategies with the Central Maui Community Plan to help anticipate and
address potential impacts on land availability and infrastructure needs.

38 Areas immediately adjacent to campus that fall within the designated Tsunami evacuation zone require careful
consideration prior to any land use redesignation for residential development purposes.
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