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Act 148, SLH 2003, requires that “The department of business, economic devel opment, and
tourism shall submit an annual report to the legislature on the department's efforts to increase the
number of high-skilled jobsin targeted industry clusters consistent with the efforts of the workforce
development council.” The department is pleased to submit its second annua report under this provison.

DBEDT and Wor kfor ce Development

The department recognizes workforce development as akey factor in the Stat€' s ability to diversity
itsindustry base and simulate new and high-valued indudtries. Therefore, DBEDT works very closdly with
members of the education and training community and particularly with the Workforce Development
Council (WDC) to help ensure an adequate labor supply. In 2004, DBEDT dgaff helped manage or
coordinate severa projects under the Council’s purview including the National Governors Association
(NGA) sponsored, Pathways to Advancement project and the Labor Supply-Demand Matrix project
designed to forecast future labor force needs by industry and occupation. The status and progress made in
these and a number of other WDC initiatives, in which DBEDT was a partner, are summarized here, but
discussed in detail within the Council’ s forthcoming annud report to the Governor for 2005. That report
aso contains the response of DBEDT and the Council to House Concurrent Resolution 112 (2004)
requesting specific updates on the Labor Supply-Demand Matrix and the NGA project.

Targeted Industry Clusters

Asnoted in last year' s report to the legidature on Act 148 activities in 2003, the notion of industry
“clusters’ is arecent innovation in economic development practice. Clugtering analysisis an effort to identify
groups of firmsin related indudtries, which are likely to show above average growth in business activity and
employ generdly higher-skilled labor than most other firms. Firms within promising clusters can collaborate
on common development issues. Identifying clustersis as much an at asa science. Industry data from
established Satistical sources can identify broad areas of promising growth. However, as explained in last
year' s report, the detailed data needed to identify emerging clusters with alimited number of firms are
usudly not available. Thus, additiona means must be used to identify promising clusters. One such means
isto haveloca economic development organizations use both data and expert knowledge of the loca
economy to identify target clugters.

Pursuing this approach, the Office of Planning secured a $100,000 grant from the Federd
Economic Development Adminigtration (EDA) to identify target industry clusters as part of a comprehensive
economic development gtrategy. The Office of Planning used the grant to fund each county economic
development board to identify target industry clusters for their respective counties. In turn, the boards
secured technical assistance as needed and involved the various sectors of the local economiesin evaluating
indugtry potentia and setting priorities. The identified clusters will serve as a basis for submitting
infragtructure-funding requests to the EDA.

Reports of the various clustering projects are being compiled and afinal set of reportsis expected in
February 2005. However, based on preliminary results, the industries identified for priority attention were
asfollows
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OAHU (Enterprise Honolulu in coordination with County Dept. of Community Development)
Divergfied Agriculture
FHlm and Digitd Media
Information Communication Technology
Life Sciences
KAUAI (Kauai Economic Development Board and Kauai County Office of Economic
Development)
Food and Agriculture
Hedlth and Wellness
Recregation
Arts & Culture
High Technology
Renewable Energy
MAUI (Focus Maui Nui, led by the Maui Economic Development Board & the County of Maui)
Agriculture
Technology
Him
Hedlth Touriam
Sports Tourism
HAWAII (Hawalii Idand Economic Development Board in coor dination with the County
Department of Research & Development)
Vigtor Industry- (Heritage tourism & cruise sectors)
Agriculture
Science & High Technology
Educetion
Hedth & Wellness
Energy Deve opment

In 2005 DBEDT will work with its economic development partners and, through the WDC, with its
education and workforce development partners to identify occupations and potential for job cregtion in the
identified targeted industry clusters.

Labor Demand/Supply Projections

Through the efforts of the Research and Statistics (R& S) Office of the Department of Labor and Industrial
Reations, demand projections for nearly 900 occupations have been updated to 2010. The projections
include both new jobs expected to be created in these occupations and jobs that will need to befilled as
current jobholders leave the [abor force. In addition to the occupationd projects, R& S, with assistance
from the University of Hawaii (UH), has been able to associate ill levelswith the occupations.  Other
research produced by R& S has cross-referenced industry jobs with occupations in those industries. A
discussion of the projections and other information developed is contained in the Annua Report of the
Workforce Development Council cited above.
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Alsoin 2004, DBEDT updated its projection series for economic and population through the year 2030.
That report is available onthe DBEDT web site at http://www2.hawaii.gov/dbedt/latest. Thus, during 2004,
the underlying knowledge e ements of alabor supply-demand projections system took shape.

Each of these toolsisimmediately helpful to workforce and educationd planning. During 2005 DBEDT and
the WDC will investigate ways to integrate the information from these related labor supply and demand
toolsinto a more systematic and user-friendly format. The ultimate god isasingle tool that can be used to
forecast both the supply of and demand for new and replacement workers by industry and occupation
under a number of economic growth scenarios. Thiswill permit the business sector, government and
educationd/training agencies to understand the range of future labor demand. It will dso help clarify the
bottlenecks and potential untapped sources of labor in the future, given economic development scenarios.

Increasing the Labor Supply Pipdine

The attention of economic development and workforce development agencies is being focused increasingly
on theissue of |abor force supply. Due partly to the out-migration of resdents in the 1990s and the
srengthening economy over the last two years, finding qudified workersto fill al of the openingsin the
economy has become more difficult. The situation will become more complex in the coming years asthe
baby boom generation beginsto retire, leaving gapsin many of the middle and upper levels of manageria
and technica occupations.

DBEDT and its WDC partners have been looking at opportunities to increase participation in the labor
force and upgrade the skills of the current labor force. The annual WDC report looks at a number of these
opportunities, but one effort that has been the subject of intensve work by DBEDT gt&ff is of specid note
here.

That effort is the partnership between DBEDT, the UH and WDC resulting in the Pathways to
Advancement Academy pilot project, sponsored by the National Governors Association (NGA). As noted
inlast year's report, the purpose of the project isto help sdected states boost the participation of working
adultsin post-secondary degree/certificate programs. This would have the effect of boosting the supply of
skilled workers to the economy while providing a opportunity for current workers, particularly those with
lower income jobs, to increase their income and standard of living. But the project is dso investigating the
broader issues of labor supply and demand in the economy including the range of barriersthat result in
people leaving the education-to-work pipdine before they have achieved an optima level of education and
training. Those efforts are dso discussed in the annud report of the WDC.

DBEDT will continue to work with its partners on the Workforce Development Council in 2005 to make
sure Hawaii’ s economy of the future is matched by awell trained workforce and that Hawaii’ s current and
future workers are encouraged to make the most of educationa and training opportunities.
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