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Aloha 

T HE mere mention of Hawaii evokes vi
sions of waving palms and coral sands, 

pineapples and poi, leis and luaus, hulas and 
hukilaus. But these images do no more than 
present one facet of the island economy, 
whose populace voted in favor of statehood 
at the end of June by an overwhelming mar
gin of 17 to 1. Hawaii officially joined the un
ion on August 21, with a constitution written 
and approved in 1950. Although many West
erners in particular have enjoyed the Islands' 
varied attractions, 2 not all are familiar with 
the economic realities of our newest state. 

Geography and topography 
The Hawaiian Islands consist of a chain of 

coral and volcanic islands stretching for more 
than 1 ,900 miles from ESE to WNW in the 
northern Central Pacific. These islands, which 
comprise our fiftieth state, were ceded to the 
United States by the independent republic of 
Hawaii in 1898, except for Midway Island,3 

and given formal status as a territory in 1900. 
What are commonly known as the Hawaiian 
Islands, however, are the eight larger inhab
ited islands at the eastern end of the chain
Hawaii, Maui, Molokai, Lanai, Kahoolawe, 
Oahu, Kauai, and Niihau. From Hawaii, the 
largest and easternmost island, to Kauai, the 
most westerly, it is approximately 375 miles. 
Altogether, the land area of the Islands has 
been estimated at 6,435 square miles or as big 
as the states of Connecticut and Rhode Island 
combined. The admission of Hawaii into the 
Union, like the admission of Alaska, deprives 
another state of a "claim to distinction." Two 
cities in Hawaii, Honolulu the capital and 
Hila, are further south than Key West, Flor
ida, which formerly was the southernmost 
city of the United States. 

1 The Board of Governors of the Federal Reseve System assigned 
Hawaii to the San Francisco zone of the Twelfth Federal Re
serve District upon its admission to the Union. 

• More than half of Hawaii's visitors come from the three Pacific 
Coast states. 

s Midway was acquired by the United States in 1859. 

, Hawaii 1 

The spectacular topography of Hawaii is 
due to its volcanic origin. The islands are 
the summits of a gigantic mountain range 
formed by volcanic eruptions and largely sub
merged beneath the ocean. The island of Ha
waii, which geologists believe is the youngest 
of the islands, contains two of the world's 
active volcanoes-Mauna Loa and Kilauea
and Mauna Kea, which may be the highest 
mountain in the world if measured from its 
base 18,000 feet below sea level. 

The rugged and impressive landscape that 
characterizes the Hawaiian archipelago was 
vividly described as early as 1884 by a United 
States Army captain: 1 

"The interiors are mountainous and gener
ally rough, craggy, and cut with profound 
gorges of the wildest description. The habitable 
portions are near the seacoast, forming a ring 
around each island; but only a part of each 
ring is habitable or cultivable. Some portions 
are arid and barren; others are covered with re
cent floods of lava, and still others are bounded 
by lofty rocky coasts, and trenched with ravines 
so deep and abrupt that access is difficult ... 

"Gorges little inferior to Yosemite in magni
tude are rather numerous. But in a certain 
sharpness of detail and animation in the sculp
ture they are unique. The island of Kauai and 
the western portion of the island of Maui ... 
are literally sawed to pieces by many immense 
canyon-like gorges, which cut them to their 
foundations. Over all is spread a mantle of 
tropical vegetation in comparison with which 
the richest verdure of our temperate zone is but 
the garb of poverty." 

History of the islands 
The Hawaiian Islands have a colorful, rich, 

and turbulent history, but space permits only 
a brief reference to some of the highlights. 
Because of their isolation from other major 
land areas (more than 2,000 miles from the 
nearest land mass), the Hawaiian Islands 
were not discovered by the white man until 
1778 when British Captain James Cook land
ed on Kauai. Feudalistic chieftains governed 
1 United States Congress, Senate Committee on Foreign Rela

tions, 53rd Congress, 2nd Session, Report No. 227. Lecture 
delivered by Capt. C. E. Dutton at the U. S. National Museum. 
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the various islands until1795 when Kamehe
meha I, "conqueror of the islands," united all 
the islands except Kauai and Niihau. Unifica
tion was completed in 1810 when Kauai and 
Niihau were ceded to the new kingdom. Fol
lowing Cook's discovery, foreign influence 
(mainly British, French, and American) be
gan to filter into the Hawaiian economy as 
other vessels touched at the islands. The first 
white missionaries arrived from New Eng
land in 1820. 

Originally, the sandalwood forests of Ha
waii formed the basis for a thriving trade with 
the Orient. Subsequently, as these stands were 
depleted, the Islands became a provisioning 
point for whalers and ships engaged in the Far 
Eastern trade. Whaling in turn was eclipsed 
by the increasing use on the mainland of pe
troleum rather than whale oil for lighting 
purposes. The factoring companies that had 
serviced the whalers were therefore forced to 
direct their energies into new fields of endea
vor, such as the plantation production of 
sugar. 

Not long after foreigners became estab
lished in Hawaii, efforts were made to join the 
Islands to the United States. Unsuccessful at
tempts were reported as early as 1835 and 
again in 1851 and 1854. In 1875 a treaty of 
reciprocity was concluded between the United 
States and Hawaii which placed Hawaiian 
sugar imports on the free list and temporarily 
stilled agitation for annexation. Troubles from 
within and without eventually led, however, 
to the overthrow of the native Hawaiian dy
nasty in 1893. A republic was set up in 1894 
when annexation attempts again failed. A 
joint resolution in favor of annexation was 
finally passed by Congress in 1898 and the 
Hawaiian Islands achieved territorial status 
on June 14, 1900. 

Population most varied of 
the fifty states 

In 1778, the population of the Hawaiian 
Islands was estimated at 300,000 persons of 

pure Hawaiian stock. By 1872 the population 
had dwindled to 57,000 as the ranks of the 
natives were decimated by diseases brought 
in by foreigners. This year was the turning 
point, however. Importation in successive 
waves of large groups of Chinese, Portuguese, 
Japanese, Puerto Ricans, Spaniards, and Fili
pinos for plantation work gave Hawaii the 
racial composition it has today and is re
sponsible for the widespread use of the terms 
"melting pot of the Pacific" and the "world's 
outstanding laboratory in racial assimilation"1 

in reference to Hawaii. 
Since 1872 the population has increased 

more than tenfold, with almost two-thirds of 
the increase occurring since the 1920's. The 
number of pure-blooded Hawaiians, however, 
has continued to decline; by 1947 there were 
only 10,000. Estimates for July 1, 1959 place 
the Hawaiian population at 645,000 persons 
(including military personnel), about the 
same as the state of Idaho or North Dakota. 
Chart 1 shows the current distribution of pop
ulation by race. 

CHART 1 

HAWAIIAN POPULATION, BY RACIAL 
EXTRACTION, 1959 

1 United States Department of the Interior, General Information 
Regardinc the Territory of Hawaii (Government Printing Office, 
1937) . 103 
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Natural resources limited 
The natural resources of Hawaii are lim

ited to land, water, and weather. There are no 
major deposits of ores, metals, or mineral 
fuels, except for bauxite, which was recently 
found on the islands of Kauai, Maui, and Ha
waii. Exploration is now underway to deter
mine whether these bauxite deposits can be 
developed commercially. Titanium has also 
been reported. But, with these two exceptions, 
the lack of varied mineral and metal resources 
has tended to restrict the industrial poten
tialities of Hawaii. Distance from markets 
and sources of supply are additional obstacles 
to the development of industry. 

The land, water, and weather of Hawaii, 
however, make up in large part for its other 
deficiencies. Although only 10 percent of the 
land area is arable and 8 percent is in actual 
use, the available soil is good. Abundant sup
plies of ground water make irrigation feas
ible although somewhat expensive and the 
equable climate permits year-round cultiva
tion. The almost ideal weather conditions also 
provide the basis for one of Hawaii's most 
rapidly expanding sectors-the tourist trade. 

The income of Hawaii 
The most comprehensive economic indi

cator for Hawaii which is presently available 
is personal income. Although Hawaii's total 
personal income of $1.154 billion in 1958 
was the eighth lowest of all the states and 
Washington, D. C./ its per capita income of 
$1,852 is only slightly below the national 
average and about the same as that of Iowa 
or New Mexico. Since 1940, expansion of 
personal income in Hawaii has kept pace with 
that on the mainland in spite of greater short
run fluctuations due to the importance and 
variability of defense expenditures. 

About four-fifths of Hawaii's personal in
come is accounted for by the island of Oahu, 
1 New Hampshire, Vermont, North Dakota, South Dakota, Idaho, 

Wyoming, and Nevada were the states with smaller total per
sonal income. 

which also accounts for about the same pro
portion of the population but for only 10 per
cent of the land area. All of the recent popu
lation growth has taken place on Oahu where 
job opportunities are better and where indus
trial and Government projects have been con
centrated; the other islands are devoted pri
marily to plantation farming. 

The most important single source of per
sonal income in Hawaii is the Federal Gov
ernment because of the Islands' Inilitary and 
strategic value. In 1958 the Federal Govern
ment accounted directly for 29 percent of 
Hawaii's personal income, a figure more than 
twice the national average. The payroll of 
Federal employees and military personnel is 
also more than two times as large as income 
arising from its closest rival-wholesale and 
retail trade. 

In the private sector, wholesale and retail 
trade activities are the main source of income, 

TABLE 1 

PERSONA 
HAWAII D 

SOURCE, 
• ES. 

(Millions of dollars) United 
Hawaii States 

Total personal income 1,1 54 356,328 

Government disbursements' 435 65,451 
Federal 337 40,342 
State and local 98 25,109 

Private income 719 290,877 
For participation in current 
production' 611 244,056 

Farms 80 17,060 
Mining 1 4,334 
Contract construction 72 18,837 
Manufacturing 79 82,769 
Wholesale and retail trade 173 55,516 
Finance, insurance, and 

real estate 28 14,008 
Transportation 44 14,611 
Communications and public 

utilities 26 8,166 
Services 105 27,776 
Other 3 979 

Other income' 108 46,821 

1 Wages and salaries (net of employee contributions for social 
insurance), other labor income, interest and transfer payments. 

2 Wage and salary disbursements, other labor income, and prD
prietors' income except Government. 

• Property income and transfer payments less personal contribu
tions for social insurance. 
Source: United States Department of Commerce. 
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followed by services, agriculture (including 
forestry and fisheries), and manufacturing. 
The commodity-producing industries com
prise a much smaller portion of private in
come from current production in Hawaii ( 3 8 
percent) than on the mainland, where such 
industries account for 50 percent of personal 
income. Agricultural commodities, however, 
loom larger on the Hawaiian scene, with sugar 
and pineapple-geared to mass production 
techniques and a high degree of mechaniza
tion-constituting the principal crops. Manu
facturing is closely linked to agriculture, with 
canning, sugar processing, and similar related 
industries predominating. The distributive 
and service industries, on the other hand, are 
responsible for 62 percent of Hawaii's civilian 
income from current production and half of 
the nation's because of the greater importance 
of tourist and government expenditures in Ha
waii. Moreover, because less manufacturing 
occurs in Hawaii, there is more need for dis
tribution facilities for commodities shipped 
from continental United States. 

Sugar is Hawaii's second 
largest income earner 

The second and third largest rontributors 
to personal income in Hawaii are sugar and 
pineapple, neither of which is indigenous to 
the Islands. Sugar cane, taro (the roots of 
which are used in making poi), yams, bread
fruit, coconuts, and the ti plant were among 
the plants brought into Hawaii in ancient 
times. Pineapple was introduced later along 
with the mango, papaya, guava, and passion 
fruits-all ordinarily identified with Hawaii. 

The first sugar plantation in Hawaii was 
established in the 1830's on lands previously 
considered useless. From the beginning the 
scale of operations was larger than on the 
mainland because of the inherited pattern of 
large feudalistic land holdings. As the sugar 
industry spread and prospered, the value of 
the plantations climbed from $9 million in 

1890 to $175 million in 1947; by 1958 it had 
reached $200 million. Output has jumped 
from two tons in 1837 to more than one mil
lion tons today, grown on the islands of Kauai, 
Oahu, Maui, and Hawaii. Through the years 
the size of the plantations has increased and 
their numbers decreased as plantations merged 
to take advantage of the economies of large-

CHART2 

GROWTH IN HAWAII, 1950 vs. 1958 
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scale production, planning, research, and 
marketing. The number of plantations has 
fallen from 90 in 1883 to 27 today, producing 
90 percent of the output. In addition, there 
are some 1900 small independent producers, 
mainly on the island of Hawaii, who process 
and market their output through the planta
tions under processing and agency contracts. 
Gradually, the Hawaiian sugar industry has 
evolved into a highly-integrated, mechanized, 
and efficient large-scale enterprise. Mechani
zation has been introduced wherever possible 
to offset labor shortages, high labor costs, and, 
after 1933, the limited availability of land for 
expansion of production. 

Since 187 6, Hawaii's sugar has received the 
same treatment as domestic cane sugar in 
United States markets and has not been sub
ject to import duties. When the Sugar Act was 
first enacted in 1934, Hawaii was brought 
within the American sugar quota system and 
assigned a quota equal to 14.1 percent of the 
American market. Her present quota under 
the Sugar Act of 1948, as amended, is a basic 
quota of 1,052,000 tons per year duty-free 
plus a share of the difference between the 
basic quota and an annual quota determined 
by the United States Secretary of Agriculture. 
Production has not exceeded the basic quota 
for the past several years; the 1959 crop is 
estimated at 97 5 thousand tons valued at 
around $130 million. 

Except for a small amount refined and con
sumed locally, all of Hawaii's sugar and mo
lasses is refined and sold on the mainland. 
Most of the refining and all the marketing of 
the raw sugar has been handled exclusively 
since 1948 by a nonprofit agricultural pro
ducers' cooperative, California & Hawaiian 
Sugar Refining Corporation, Ltd., established 
in 1906 and owned by the plantation com
panies.1 The refinery, with an annual capacity 
of 775,000 tons of raw sugar, is located at 
1 Prior t.o 1948, one other company handled some Hawaiian sugar. 

Voting control in the cooperative rests with the factoring com
panies that act as agents for the plantations. 

Crockett, California on San Francisco Bay. 
The sugar is distributed through the coopera
tive to 25 states (including Alaska and Ha
waii), 80 percent in refined form, with more 
than half consumed in the 11 western states 
alone. 

The factoring system 
The growth of sugar plantations provided 

the principal impetus to the development of 
factoring companies, although factors had 
been active in other fields earlier. The ability 
of the factors to help the plantations secure 
needed supplies from the mainland, furnish a 
variety of services, and make the marketing 
arrangements earned them a place in the plan
tation economy. From 1880 onwards the fac
tors began to displace the independent owner
manager plantations and encouraged the or
ganization of plantations into corporations. 
Before World War II there were 16 agencies; 
today there are five factoring companies and 
one trust company active in managing the af
fairs of the plantations.1 Their functions in
clude selling, purchasing, shipping, and insur
ance as well as the provision of financial man
agement services and occasionally credit. 
They have branched out from the sugar indus
try and have acquired interests in both related 
and diwrse fields such as insurance, transpor
tation, terminal facilities, machinery and 
equipment, retail and wholesale trade outlets, 
pineapple, coffee, macadamia nuts, tuna, and 
tourism. 

Pineapple is the second major 
agricultural crop 

Plantation cultivation of pineapple did not 
start until1885 and was concentrated on the 
islands of Oahu and Hawaii until the 1920's 
when production shifted from Hawaii to Lanai 
and Molokai. By 1958 the acreage devoted to 
pineapples totaled 74,800 (compared with 

1 Alexander and Baldwin, Ltd., American Factors, Ltd., C. Brewer 
and Company, Ltd., Castle & Cooke, Inc. , Theo. H. Davies & 
Co., Ltd. The trust company is the Bishop Trust Co., Ltd. 
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5, 000 acres in 1909) and the 2 7 million cases 
of pineapple products were worth $124 mil
lion. Before World War II about four-fifths 
of the world's output of canned pineapple 
came from Hawaii, but the Islands' current 
share may be somewhat lower because of in
creased output from other producing areas in 
Mexico, Puerto Rico, and the Far East. 

Although a plantation crop, pineapple pre
sents many contrasts to sugar cane. Pests and 
diseases, greater sensitivity to climatic condi-

tions, competition from other fruits, and its 
"luxury" status create numerous problems for 
pineapple. Labor requirements also fluctuate 
more; employment at the beginning of the 
year totals about 9,000 workers and rises to 
a peak of 22,000 during the summer canning 
season. The pineapple plantations also work 
less closely with one another due in part to the 
fact that some plantations are owned by main
land firms and in part to the sharp variations 
in demand for pineapple from year to year. 

CHART 3 

HAWAII'S BALANCE OF MERCHANDISE TRADE, 1957 

(IN SHORT TONS) 
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Source: United States Department of the Army, Corps of Engineers. 1 07 
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Nonplantation agriculture 
Because most of her acreage is devoted to 

sugar cane and pineapple, Hawaii is highly 
dependent on imports of practically all 
kinds of foodstuffs. Some food is grown in 
the Islands, but only a fraction of total con
sumption, with Oahu the principal producer 
because of nearness to markets. All of the 
nonplantation output is sold locally. The lead
ing non plantation agricultural industry is beef 
and dairying which accounts for two-fifths of 
nonplantation market receipts. Fruits and 
vegetables are next in importance with 25 per
cent. Theoretically, Hawaii could be self
sufficient in food as enough land and water 
are available for this purpose. But the eco
nomic returns from land planted to sugar cane 
or pineapple are much greater. 

Manufacturing in Hawaii 
relatively undeveloped 

Manufacturing in Hawaii has been rela
tively unimportant because the state is han
dicapped by lack of raw materials and dis
tance from markets and sources of supply. 
For example, wages and salaries paid in 
manufacturing totaled only $72 million in 
1958 (compared with $382 million in Gov
ernment and $132 million in wholesale and 
retail trade) . Almost two-thirds of this 
stemmed from manufacture of food and kin
dred products-a smaller proportion, how
ever, than in 1950 when food products ac
counted for three-fourths of the manufactur
ing payrolls. The next largest manufacturing 
category is printing, publishing, and allied 
products, which has maintained the same rel
ative position since 193 9. Some smaller indus
tries, however, have shown promising signs 
of growth in recent years: the apparel and 
finished fabic industry, furniture and fixtures, 
chemicals and allied products, and trans
portation equipment. The first two industries 
have capitalized on the popularity of Ha
waiian designs and the colorful cultural heri-

tage of the Islands, while the latter two 
typify the trend toward greater diversifica
tion of the economy. 

Despite the drawbacks to the development 
of an industrial complex on Hawaii, large new 
business investments are being made in the 
fiftieth state. A major Pacific Coast-based oil 
company is erecting a $40 million refinery, 
while a steel refinery, plants for plastic prod
ucts, galvanizing, lead refining, and chrome 
plating, and various fabricating plants are re
cent additions to the industrial scene. Further
more, plans for two $12 million cement 
manufacturing plants, a beef finishing lot, a 
dairy plant, and a metal furniture manufac
turing plant have been announced. 

There are also investment possibilities out
side of Hawaii which can utilize the Islands' 
resources and skills, as illustrated by two proj
ects currently underway. One of the "Big 
Five" factoring companies has entered into 
a management contract with an engineering 
company to share its technical know-how in 
the management of a sugar cane plantation, 
factory, and refinery in Iran. No direct invest-

TABLE 2 

WAGES AND 
TURING I 

N MANUFAC-
11, 1958 

(In mllll'ons of dollars) 

Total manufacturing 
Food and kindred products 
Textile mill products 
Apparel and other finished fabric products 
Lumber and wood products, except furniture 
Furniture and fixtures 
Paper and allied products 
p,rinting, publishing, and allied products 
Chemicals and allied products 
Products of petroleum and coal 
Rubber products 
Leather and leather products 
Stone, clay, and glass products 
Primary metals industries 
Fabricated metal products, including ordnance 
Machinery, except electrical 
Electrical machinery . 
Transportation equipment, except automobiles 
Automobiles and automobile equipment 
Inst ruments 
Miscellaneous manufacturing 

1 Less than $50,000. 
Source: United States Department of Commerce. 
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ment is involved but such an arrangement 
points up a potentially fruitful field for Ha
waiian industry. The other project is a small 
pilot pulp and paper mill at Camas, Washing
ton, which will shortly begin operations using 
bagasse, the waste material of sugar cane, in 
the manufacture of pulp and paper. The 
plant's location on the mainland is designed to 
take advantage of mass markets that are need
ed for a successful operation of this type. The 
expansion of Hawaiian industry thus is not 
restricted to the Islands alone. 

Tourism-a maior asset 
Last, but not least, a few words about the 

activity that has been responsible for the 
state of Hawaii's renown as "the Paradise of 
the Pacific." Much of the construction, part 
of the manufacturing, and a large segment of 
the service industries are geared to satisfy 
the needs of the tourist trade. Tourism 
brought in some $80 million-and 185,000 
visitors-to the Islands in 1958 and may at
tract $95-100 million this year. The new 
state's attractions are based on excellent 
weather year-round, preservation of ancient 
customs, ceremonies, and dances, and the 
traditional friendly hospitality of the island 
residents. 

Tourism is the most rapidly expanding sec
tor in the Hawaiian economy - increasing 
about 20 percent each year. By 1965 the tour
ist trade is expected to be the largest source 
of private income, with tourists spending 
more than $150 million annually. Ambitious 
plans for a $350 million development consist
ing of residential-tourist-convention facilities 
were announced at the end of March and 
other plans are afoot to provide additional 
services and accommodations for tourists, in
cluding better air and ship transportation. 

Studies by the Hawaiian Visitors' Bureau 
indicate that the "typical" Hawaiian visitors 
of bygone days-retired or older persons of 
means-are no longer representative of the 

current tourists. More and more of the current 
crop of tourists come from the middle-income 
salaried group, constituting a much larger 
market and presenting a greater potential for 
expansion of the tourist trade. The further re
duction in travel time between Hawaii and 
the mainland through the inauguration of jet 
air service will also tend to affect travel to 
the Islands favorably. 

Financial institutions 
on the Islands 

Economic activities on the Islands are fi
nanced by institutions similar to those on the 
mainland, with recourse to both local and 
outside sources of credit. At the end of July 
1959, there were six commercial banks with 
71 branches serving all the major islands. The 
sole national bank was admitted as a Federal 
Reserve member bank on April13, 1959. In 
addition, there are five trust companies, 
which provide general fiduciary services but 
are not permitted to accept deposits, and 11 
savings, building, and loan associations with 
two branches. 

Financing for the plantations has been pro
vided on occasion by some of the factoring 

TABLE 3 

HAWAI AN A I STATES BANK· 
lNG STATISTICS, SELECTED ITEM , 

DEC. 31, 9 
Continental 

Hawaii United States 
{thousands (mill ions of 

Total assets or liabilities of dollars) dollars) 

and capital accounts 627,831 276,407 

Total investments 193,312 99,904 
U. S. Government 

obligations 148,995 73,632 

Loans and discounts 288,862 121,562 
Commercial and 

industrial loans 59,714 40,507 
Real estate loans 156,567 48,513 

Total deposits 569,662 250,036 
U. S. Government 

deposits 32,567 4,557 
Business and personal 431,769 212,771 

Demand 235,191 119,196 
Time 196,578 93,575 

Other 105,326 32,708 

Source : Federal Deposit Insurance Corporation . 109 
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companies who extend credit for short peri
ods. But this type of accommodation has been 
declining because of larger initial payments to 
the plantations by the marketing cooperative.1 

Plantation credit needs are also serviced indi
rectly by mainland banks who make both 
short- or long-term loans to the factors. Where 
Hawaiian companies are branches or affiliates 
of mainland concerns, credit may be obtained 
from local banks, from the parent company, 
or from other sources in the continental Unit
ed States. 

Insurance companies have been active in 
long-term loans to plantations for capital ex
penditures and in other Island projects. It has 
been estimated that insurance company in
vestments in Hawaii (including both main
land and local firms) will reach a total of 
more than $200 million this year2 compared 
with $17 million in 1948. 

The outlook for Hawaii 
Statehood for Hawaii will alter the Islands' 

political and economic structure in a number 
of ways. Among the obvious results are the 
right of its residents to select their own Gov
ernor, who will appoint state officers, includ
ing judges, with the consent of the state sen
ate, and greater representation in Congress
two senators and one representative. 

On the economic side, the increased finan
cial cost of statehood will be relatively small 
(territorial residents are subject to Federal 
taxes) and the possibilities of greater partici-

1 Creighton, William S., "Finan~ the Sugar Industry in lJ&. 
waii," in American Bankers' Assoc1atioo, Prestm# Day Banllinr, 
1958. 

2 Insurance Commission, Hawaii. 

pation in the benefits of Federal programs will 
be enhanced. Voting representatives in Con
gress will also be able to exert influence on 
legislation helpful to Hawaii. 

The attainment of statehood by Hawaii, 
however, does not imply a sharp break with 
the past and the sudden appearance of previ
ously undiscovered opportunities. The brief 
survey of the Hawaiian economy in the pre
ceding pages points up its dependence on 
Federal Government defense expenditures, 
sugar, pineapple, and tourism. Income from 
sugar and pineapple has been relatively 
stable, but with little prospect for rapid 
growth, while the role of the Federal Gov
ernment hinges largely on its assessment of 
Hawaii's strategic value. Tourism is there
fore the only major area in which continued 
expansion is anticipated. 

The avenues open for economic develop
ment in other directions are restricted to a 
significant extent by the lack of resources. 
Nevertheless, increased diversification is pro
ceeding through development of new prod
ucts and industries and additional outlets for 
Hawaiian enterprise. If the bauxite deposits 
prove to be workable and the bagasse ex
periment successful, they will contribute to 
the greater viability of the economy. There 
may also be possibilities for Hawaii as an 
outpost for trade with Southeast Asia and the 
Far East. Hawaii thus presents a picture of a 
state that has adapted itself quite success
fully to its environment, but, like any state, it 
must remain constantly aware of economic 
problems that may arise in the future. 
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