
HAWAIʻI COST OF LIVING - GREEN AFFORDABILITY PLAN 
 

Hawaiʻi grapples with the highest cost of living in the country—nearly two times the national 

average.  As a result, almost half of Hawaiʻi’s families struggle to make ends meet, with one-

third belonging to Asset Limited, Income Constrained, Employed (ALICE) Households, and 

approximately 10% falling below the Federal Poverty Level.  With several families only one 

paycheck away from trouble, many middle-income residents and families are moving to the 

mainland for more affordable living. 

As inflation rates and cost-of-living expenses continue to rise, we are proposing the Green 

Affordability Plan (GAP) to provide relief and a significant increase in tax credits to the lowest 

income households. 

44% of Hawaiʻi’s families have a challenge making ends meet—a problem that has only grown 

more acute in the aftermath of the pandemic.  Since 2020, the share of households living below 

the Federal Poverty Level (15%) and the share of households living below the ALICE threshold 

(44%) have increased.  So too has the cost of living.  These trends are felt most starkly by 

communities of color.  Those who identify as Native Hawaiian, Filipino, and of other ethnicities 

are more likely to be ALICE or living below the Federal Poverty line—60% of Native Hawaiian 

and 59% of Filipino residents fall below the ALICE threshold. 

Yet support for ALICE and working families in Hawaiʻi is still lacking.  The GAP bill aims to 

increase income assistance to the state’s lowest income families, enable ALICE households to 

access tax credits and relief, and support working parents by reducing childcare costs.  This will 

ultimately drive economic growth. 

In order to make Hawaiʻi a more economical place for our ʻohana, Governor Josh Green is 

proposing the Green Affordability Plan, which is the largest tax reduction in the history of the 

state.  The GAP will reduce individual income tax by 10% and offer tax relief for those who 

need it most.  The proposed plan spans four key dimensions: 

 

1. Increase income assistance to lowest income families 

• We aim to boost income support to families earning less than $45,000 per year through 

the following initiatives: 

o Double food excise tax credit; 

o Increase the credit for low-income renters; and 

o Increase Earned Income Tax Credit (EITC). 

• The expanded tax law seeks to quadruple refundable credits for our lowest income 

families. 

 

 

 

 



2. Offer tax credits and relief to ALICE households 

• We seek to offer tax credits and income tax adjustments for ALICE households through 

the following initiatives: 

o Credit for low-income renters; 

o Double personal exemption; 

o Increase standard deductions; and 

o Index Tax Brackets, Standard Deduction, and Personal Exemptions to inflation 

• The proposed tax law will offer targeted benefits for working families that do not 

currently qualify for State tax credits but are nonetheless struggling to make ends meet in 

Hawaiʻi. 

3. Expand the Child and Dependent Care Tax Credit 

• We propose up to $10,000 of support for working families paying for daycare, 

babysitting, summer camps, afterschool care, and adult daycare. 

• The Child and Dependent Care Tax Credit will provide relief for working families and 

help reduce the choice they may face in whether to start a family or invest in a career. 

4. Offer a Tax Credit for Teacher Expenses 

• We seek to provide teachers with a $500 annual tax credit to help cover teachers’ out-of-

pocket school supply expenses, equating to 80% of the cost of classroom supplies. 

• The Teacher Supply Credit is a step towards addressing the state’s chronic teacher 

shortage. 

By cutting taxes and providing much needed tax relief for our struggling families, we will help 

our economy grow and make Hawaiʻi a more affordable place for our ʻohana. 

Scenario 1: Imagine a single working mother looking after two young children, making $80,000 

a year.  Due to her demanding job, she pays $25,000 a year for childcare services.  Under the 

current tax system, the mother would have to pay $4,212 in state income taxes every year.  

Under the GAP, the mother would receive a tax refund worth $5,742 from the State because the 

mother’s tax liability is significantly lowered by the higher standard deduction and personal 

exemptions, and she would be eligible for a $10,000 refundable Child and Dependent Care Tax 

Credit. 

Scenario 1: Single Working Mother with Income of $80,000 

 Current Tax Law GAP GAP Relief Provided 

Tax Liability $4,212 -$5,742 − $9,954 

Scenario 2: There is a family with two teachers looking after two children, making $140,000 a 

year.  They pay $10,000 yearly for childcare services.  Under the GAP, the teacher couple’s tax 

liability would be reduced by $4,826 per year.  That means they would receive a $546 tax relief 

from the increase in standard deduction and personal exemption, and an additional $4,280 from 

the child care GAP relief. 

 



Scenario 2: Two Teachers with Income of $140,000 

 Current Tax Law GAP GAP Relief Provided 

Tax Liability $8,596 $3,770 − $4,826 

Scenario 3: Another scenario is a kūpuna with a fixed income of $39,990.  In Hawaiʻi, most 

retirement income is not taxed under State law, so the big difference in the GAP will be in regard 

to credit, since they do not owe state income tax.  Under the GAP plan, the single kūpuna would 

receive a tax refund of $520, compared to nothing under the current law. 

Scenario 3: A Single Kūpuna with Income Just Below $40,000 

 Current Tax Law GAP GAP Relief Provided 

Tax Liability — − $520 − $520 

  

The Green Affordability Plan Bill will ultimately increase the income of working families by 

thousands of dollars.  Figure 1 (see Appendix) describes the types of tax credits Governor Green 

is proposing, its implications and benefits of each.  Figure 2 (see Appendix) shows the changes 

to income tax burdens for an average family of four. 

FOOD EXCISE TAX CREDIT 

• Proposal: 

o Double the amount of refundable credit to provide greater income to support low-

income earners. 

o Increase the income threshold for eligible households to $40,000 for single filers 

and $60,000 for joint filers. 

• Impact: As the most claimed tax credit, this will affect at least one-third of all State 

taxpayers, particularly low-income single filers. 

CREDIT FOR LOW-INCOME RENTERS 

• Proposal: 

o Increase the income threshold from $30,000 to $40,000 for single filers and 

$80,000 for joint filters. 

o Increase maximum credit that may be claimed from $50 to $350 per exemption. 

• Impact: This tax credit has been underutilized because it is a small credit and with 

stringent income limitation.  This change better targets the ALICE population and 

reduces housing costs for low to middle income households. 

EARNED INCOME TAX CREDIT (EITC) 

• Proposal: Increase the Federal EITC from 20% to 30%. 

• Impact: EITC is one of the most effective policy alleviation credits offered by the U.S. 

government, but this change will make Hawaiʻi one of the most generous states in EITC 

credits, benefiting working low-income families. 



CHILD AND DEPENDENT CARE TAX CREDIT 

• Proposal: 

o Increase the amount of qualified expenses to 50% for income up to $150,000.  

This credit decreases by 5% for every additional $15,000 of income of up to 

$225,000. 

o Increase the allowable expenses to $10,000 for one child and $20,000 for two or 

more children. 

• Impact: With Hawaiʻi having some of the highest childcare costs in the country, paying 

for childcare is one of the primary cost burdens facing ALICE families.  This change 

dramatically increases the benefit to working class families and allows mothers the 

flexibility to enter the workforce following higher-than-male job attrition rates during the 

pandemic. 

EDUCATOR TAX CREDIT  

• Proposal: 

o Currently, this tax credit for teachers does not exist.  Governor Green is proposing 

a nonrefundable tax credit of up to $500 per year for school supplies purchased by 

K–12 teachers. 

o Credit is equal to 80% of costs for classroom supplies up to the credit limit 

amount. 

• Impact: This addition would reduce the burden that teachers assume for providing 

essential classroom materials and conditions.  Governor Green acknowledges this burden 

of costs that teachers themselves incur to develop curricula, resources, and other items 

their students need to succeed. 

INDIVIDUAL INCOME TAXES 

• Proposal: 

o Hawaiʻi is one of the few states with an Individual Income Tax that is not indexed 

to inflation.  Governor Green is proposing to index the tax brackets, standard 

deduction, and personal exemption to inflation. 

o Increase the standard deduction to $5,000 for single filers and $10,000 for joint 

filers. 

o Double the personal exemption to $2,288. 

• Impact: The proposed changes would stop low- and middle-income households from 

getting pushed up into higher tax brackets due to inflation, lower the taxable income for 

low to middle income households and provide tax relief by lowering the taxable income 

primarily for families and taxpayers with dependents. 

 

 

 

 



APPENDIX 

GREEN AFFORDABILITY PLAN 
This appendix consists of additional resources to highlight and organize the implications that would result 

from Governor Green’s proposed GAP Bill. 

FIGURE 1: SUMMARY OF PROPOSED TAX CHANGES 

 

 



FIGURE 2: CHANGES TO INCOME TAX BURDEN FOR AN AVERAGE FAMILY OF 

FOUR UNDER THE GAP BILL 

 

 

FIGURE 3: GAP BILL’S IMPACT 

 

 

 

 

 

 

 

 

 



FIGURE 4: INCOME DISTRIBUTION OF EXISTING TAX CREDIT. MOST CREDITS 

BENEFIT THE LOWEST INCOME HOUSEHOLD, MISSING ALICE FAMILES. 

 

FIGURE 5: INCOME DISTRIBUTION OF GAP BILL OF EXISITING TAX CREDITS 
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