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INTRODUCTION 

With modifications, which are entirely possible, HAWAII will be the most prosperous, 
economically stable, environmentally protected Paradise in the history of the world!  This paper 
is written in the sincere hope that this last political effort of mine will culminate in the 
commencement and realization of this prediction. 

The Current Asia Pacific Economic meetings are all about OPEN FREE TRADE.  
Hawaii, because of the shipping restrictions which I believe are in violation of the US 
Constitution, specifically the Commerce Clause, strangle Hawaii’s ability to enjoy open trade 
with our Pacific Rim neighbors. 

It is incomprehensible that foreign leaders are unaware of this situation. This White Paper 
will illuminate those who read it.  If what is offered here becomes reality, I will rest in peace 
knowing that a wonderful future will be available for all Hawaii’s children to come including my 
eight great grandchildren.  I have worked for over forty years to get these onerous restrictions 
eliminated.   

 

This document can be used as a checklist to follow to achieve prosperity for Hawaii.  I wish to 
thank Keith Rollman, Cormick Barnes, Ingrid Johnson, Sierra Payne and Moe B. Sy and their 
mentor Ken Schoolland for their contributions and support. 

 

 

A CONTEXTUAL SNAPSHOT  

The flashing red and blue lights in your rear-view mirror signal trouble. As you pull over 

and roll down your window the policeman asks you, “Do you know why I pulled you over?” 

You think about it for a moment and realize that you do not know. You were on a public road, 

following the driving and safety laws, your license, insurance and vehicle registration are valid 

and current.  “No, Officer. Why?” He responds, “Your vehicle is foreign made.” “What?!?” 

“You are not allowed to drive foreign-made vehicles from one U.S. city to another. It is illegal.” 
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Although the aforementioned scenario appears preposterous on the surface, it is an 

accurate depiction of Cabotage and the Marine Merchant Act of 1920. The Marine Merchant Act 

commonly referred to as the Jones Act is a United States Federal statute that regulates maritime 

commerce in U.S. waters and between U.S. ports. The Jones Act was established to protect U.S. 

businesses from unfair foreign competition and to provide a ready Merchant Marine Reserve. It 

is a Cabotage law, which also contains provisions regarding seamen’s rights.  These provisions 

restrict the carriage of goods or passengers between U.S. ports to U.S. manufactured and flagged 

(registered) vessels.  In addition, it stipulates that 75% of the crewmembers must be U.S. 

citizens. The Jones Act doesn’t ban foreign vessels from entering U.S. ports but outlaws 

movement of said ships from one U.S port to another.  Nearly 90 percent of commercial vessels 

coming into U.S. ports fly foreign flags as do most international U.S. shipping companies due to 

the extravagant cost of U.S crew, and unproductive manufacturing of American ships which cost 

twenty-five to one hundred percent more than their foreign counterpart. Adding insult to injury, 

if U.S companies were to send U.S ships overseas and became in need of repair they are 

precluded from using more than 10% of foreign built steel weight on U.S ships (1800JonesAct, 

2008). Hawaii finds itself bearing a large burden of the side effects of this cumbersome law. 

Foreign ships tend to neglect Hawaii since a stop in Hawaii would mean exclusion from trade to 

the mainland. Unfortunately since Hawaii does not have a strong production market it cannot 

engage in trade with foreign ships. Forcing companies to choose between trade in the mainland 

or mere distribution in Hawaii. The net effect is it becomes economically self-destructive for 

foreign vessels to come to Hawaii under the current composition of the Jones Act. These 

protectionist policies have a significant impact on the economy of the United States and severe 

implications for the economy of Hawaii. Some would consider it ironic that a law designed to 
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protect an industry as well as citizens could have so many adverse consequences, others will 

argue the history of protectionism was never about the benefit of the citizens. 

HISTORY OF PROTECTIONISM 

Our story begins in 17th century Europe with Jean-Baptiste Colbert, the advisor of King 

Louis XIV, who was pondering a way to appease his boss. King Louis XIV, who knew little 

about finances or trade, had ordered his financial advisor to come up with a way to increase his 

wealth. As any wealth manager will tell you today this is an impossible task to do with the sweep 

of a wand, but Colbert, perhaps interested in keeping his position with the king found a solution. 

At the time, there existed an economic concept known as royal monopolies. Royal monopolies 

were granted to wealthy businessmen by the king with the understanding that the king would 

collect royalties on the sales of goods. Common monopolies could be anything stretching from 

salt to shirt buttons, and the punishment of entrepreneurs entering the market to compete usually 

resulted in death. This practice, which later came to be known as government monopolies, was 

widely practiced throughout Europe and coincided conveniently with Colbert’s plan to enrich the 

king. Colbert introduced King Louis XIV to the idea that wealth was achieved by restricting 

imported goods and exporting goods, while paying careful attention to keeping precious metals 

such as gold and silver inside the country. Why one might ask? Because it was believed that the 

accumulation of gold and silver would enrich the nation, when in fact it only enriched the king 

and his friends. As Colbert’s idea caught fire monarchs, not only in France, but throughout 

Europe imposed massive regulations on trade and commerce were imposed. It was a genius 

economic plan for the few it benefited and launched a new era known as Mercantilism. Money 

flowed into the king’s pockets, but the questions that no one asked, was; where was it all coming 
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from? How was it the king was justified to grant monopolies, or raise trade barriers for his own 

personal gain? 

Hawaii clearly suffers  from the impact of protectionism via the Jones Act.  While we are 

not drawn and quartered literally, our economy, agriculture, small business, individuals are being 

economically shredded on a daily basis. 

   SINGAPORE: A POTENTIAL-BASED COMPARISON 

I. Hawaii as a landmass is 44.4 times larger than Singapore (10,931 sq. miles/246 sq. miles 

= 44.4), yet has GDP that is 3.2 times lower ($182.232B/$58.602B = 3.2). The latter has 

potential to change if and when Hawaii is granted an exemption from The Jones Act. 

II. In 1983 Singapore created the Trade Development Board (TDB) in order to help develop 

the export market. Tax incentives were introduced to promote exporting, which spurred the 

beginning of Singapore’s electronics industry. Singapore faced a similar challenge in 1988 that 

Hawaii faces today; living and operating as a domestic service economy. For Singapore, the way 

to increase production was to invest in human capital through the promotion of 

entrepreneurialism and innovation domestically. Hawaii must nurture and grow its‘ human 

capital, and will better be able to do so without the draconian restrictions on trade imposed by the 

Jones Act. 

III. In 1991, Singapore began to model itself as a “total business center”, meaning that they 

would pair their already well-developed service industry with a “twin engine” of high technology 

manufacturing. Their drive for outward investment began shortly after in 1993, with the aim of 

increasing rate of return on capital resources and upping the flow of trade while continuing to 

promote entrepreneurship domestically. Singapore benefits greatly from the presence of multi-
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national corporations (MNCs). It is to be noted that although MNCs do have a strong presence, 

they participate primarily in exporting activities, as not to harm or exploit local business owners. 

Developing a stronger export business in Hawaii while nurturing local entrepreneurs is a win-

win situation. 

IV. Like Hawaii Singapore’s economy relies heavily on the service industry (according to the 

World Trade Organization, made up 66% of GDP in 2007). Singapore’s service industry, 

employed 69% of the workforce as of December 2010. Such heavy reliance on one sector is a 

challenge all too familiar for Hawaii. The key difference is Singapore is able to utilize their ports 

efficiently, whereas the Jones Act restricts Hawaii’s. Utilizing the multitude of ports in Hawaii 

effectively can and will increase capital inflows. Once free from the constraints of the archaic 

Jones Act, Hawaii’s slumbering shipping industry has the potential to flourish and nurture 

Hawaii’s economy. 

 

V. Hawaii has the potential to be a strong midpoint between Asia and the continental United. 

Without the Jones Act shipping and the archaic route ships currently have to travel would be 

reduced tremendously. Just as free trade has been a center of Singapore’s growth and 

development, so too can it propel Hawaii’s economy out of its‘ current stagnation. 

VI. Currently, for goods from Singapore to reach Hawaii, they must first be shipped to the 

mainland United States. The concept borders on absurdity, yet it continues to take place. Please 

observe the following illustration: 

a. Under Jones Act 

i. Goods shipped from Singapore to San Francisco (7,342 Nautical Miles) 

ii. Goods shipped from San Francisco to Hawaii (2,850 Nautical Miles) 
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iii. Total Distance: 9,422 Nautical Miles 

b. Sans Jones Act  

i. Goods shipped from shipped from Singapore to Hawaii (5,850 Nautical 

Miles) 

Total distance difference 3,572 Nautical Miles. Due to the Jones Act a ship from 

Singapore would have to travel 62% more Nautical miles than necessary to reach Hawaii. In 

essence companies are forced to spend 62% more on fuel and crew than necessary while passing 

the immense cost to Hawaii’s residents. 

NATIONAL SECURITY? 

At the turn of the 20th century the United States was completing a process of 

development after overcoming the turmoil of the Civil War.  It was at this time that 

strong and viable merchant fleet became a political priority.  Another development was 

the need for American military forces to have a dependable sea lift capability in time of 

defense.  This was realized during World War I.  The infant U.S. Navy did not possess 

the capability of performing this function, and thus relied on the civilian sector for the 

transport of military cargo to overseas destinations. 

  In the wars of this century, commercial shipping has been of critical importance. The 

relevant question is not whether future threats might require that fleets of commercial-type ships 

be available. The question is whether present programs provide such a capability effectively and 

efficiently.  If the U.S. flagged fleet is fully employed during peacetime serving commercially 

important domestic and international trades, it is neither an entirely reliable nor a low-cost 

military reserve. This was verified during the Gulf War (Ferguson, n.d.). 
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The defense-related rationale for present policies presupposes that, despite the enormous 

capacity available on the open market, only U.S.-flag service could be relied on in an emergency. 

In contrast, the Military Sealift Command made extensive use of foreign ships and crews in the 

Gulf War, and representatives of the Department of Defense have recently declared that there is 

no need to rely on the U.S.-flag commercial fleet in any foreseeable wars (Ferguson, n.d.). While 

it is arguable that the Jones Act may have been necessary for our National Security at it’s 

inception, the fact of the matter is this argument is no longer valid. 

ECONOMIC ILLUSTRATIONS 

 

Table 1. 

Expense Category " U.S.  Flagged " Foreign Flagged "

Crew " 12,705 " 2,940 "

Fuel " 4,410 " 3,045 "

Maint. & Repair " 2,310 " 1,470 "

Insurance " 13,335 " 13,335 "

Other " 1,500 " 1,400 "

TOTAL " $34,260 " $22,190 "

Source:  The Economic Effects, 2007"

 

                 The above table indicates a large crew expense for U.S. flagged ships.  In addition to 
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the higher salaries demanded, American ships must hire more crew members than foreign ships, 

often 23 or more, compared with as few as 11 on other vessels (Little, 2001).   

 

 

 

 

 

 DECLINE OF U.S. SHIPPING 

 In comparison to other nations without cabotage restrictions there has been a decline in 

the U.S. shipping fleet, losing out to the competition of these other nations (Competition, 2006).  

This is occurring despite the protectionist policies of the United States.  A comparison of vessels 

operating can be seen in figures 1 and 2. 

Figure 1.  Number of Registered Ships 
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Source:  Maritime Flags (2007) 

Figure 2.  Number of Foreign Registered Ships

 

Source:  Maritime Flags (2007) 
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 As illustrated above, the protectionist policies of the U.S. has tremendously reduced and 

limited the number of U.S. flagged ships in operation.  

 

 

MOVING FORWARD: 3 PHASES 

I. Eliminate: Total riddance of Jones Act restrictions on Hawaii represents the first and 

most important step towards realization of economic potential. 

II. Implement: Opportunity arises to retool Hawaii’s workforce by easing small business 

costs through incentives, creating an attractive environment for Fortune 500 companies 

through free trade, and enhancing agricultural production with reduced costs. 

III. Realize: Imagine a prosperous Hawaii where our children have access to lucrative careers 

outside the service industry. A Hawaii, which retains and lures talent rather than the 

current system that forfeits ambitious minds to the mainland. With the expulsion of the 

Jones Act and the proper business environment we can transform the dream of a 

thriving Hawaii into a reality. 
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