The

Filtering
Fallacy

In response to our
current housing
affordability crisis,
some activists have
called for increased
construction of any
kind in San Francisco.
This relies on a theory
called “filtering.” Let’s
examine the numbers
and philosophy behind
these claims.

Today, cities are more desirable places to live than ever
before, bringing a flood of new residents. To create more
housing for these new arrivals, cities must rely on “infill”
development, defined as building within existing urbanized
areas. It’s important that development is affordable to a
wide range of people at all income levels.

Problems can arise when
new residents or developers
have enough money to
displace old residents or
businesses from their
neighborhoods.

Over the last ten years,
86.8% of the housing
created in San Francisco has
been market rate.1 If we
continue that pattern, quality
housing will remain out of
reach for all but the
wealthiest citizens.

of apartments currently on the market
are affordable for people earning the
Area Median Income.2 For a single person
household in San Francisco, the AMI is
$71,000 a year.3
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One newly popular idea presented as a solution
to the affordable housing crisis is filtering.
Filtering is like trickle-down theory for houses: as
wealthy and middle-class people move to newly
built homes, older and more dilapidated homes
will “filter down” to working and poor people,
resulting in more housing units for everyone.
However, with the reversal of decades of
migration to the suburbs by wealthy residents,
filtering no longer works in all types of cities4. In
fact, many areas are filtering upwards because
filtering theory fails to account for factors like
the increasing desirability of historic buildings
or demand for units in unique, walkable
neighborhoods.

The Berkeley analysis noted that while massive construction migh eventually reduce prices for the region as a
whole, development in dense, transit-rich areas will likely
accelerate rent increases. San Francisco is characterized
by high costs, geographic constraints, and immense
income inequality on the demand side. These factors
increase the risks of a plan that relies on private capital.12

But won’t building more
housing of any type help?
Research from UC Berkeley indicates that in a city like San
Francisco, with geographic limitations and historic
housing stock, filtering could take at least

30 Years
Is this realistic?

Market-rate housing typically
caters to wealthier residents
because developers have
profit motives to target their
price to the top of the real
estate market.
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to produce affordability for households that are middle- or
low-income.13 That is too long to wait for housing relief.

Who are we currently
building for?

86.8%

In fact, researchers at UC Berkeley released a response to
the LAO report describing numerous errors. In particular,
the government analysis did not include permanently
affordable housing in its calculations.11
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What is filtering?

What is happening in
cities today?

Is their report right?

The filtering “solution” laid
out in a widely circulated
report from the California
Legislative Analyst Office
(LAO) calls for a massive
increase in housing
construction in coastal
cities.5

Legislative Analyst’s Office

How big, exactly?

The report suggests that San Francisco must add
15,000 new housing
units each year,6
which is over
as much construction
as San Francisco had
in 2014.7
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But aren’t we not building
enough right now?

Actually, 2014 was a banner
year for new construction in
San Francisco, with over
3,500 units constructed,
including the 2nd highest
affordable housing production in the state.8

San Francisco built just over 4,000 units at the height of
the destructive Urban Renewal initatives in the 1960s,9
when the city tore down whole neighborhoods to build
new highways and homes.
Construction has not come
anywhere close to 15,000
units per year since the
years immediately following
the 1906 earthquake.10

Why will it take so long?
Even if we reached the LAO Report’s theoretical rate of
15,000 new units built every year, the rent would only drop
about 0.3% annually.14
The median San Francisco
unit, currently $42,000 a
year in rent,15 would still cost
$41,880 next year. This is
not affordable to the vast
majority of San Franciscans.
Additionally, if there were enough development to cause
rents to decline, development activity would likely slow
sharply due to falling profits.

Is there a better way to
affordability?
Data analysis proves that affordable and
protected housing is more than

twice as effective

at reducing displacement of low-income residents on the
regional scale.16
Construction of permanently
affordable housing is able to
continue through times of
financial crisis (in 2011 it
was 52% of San Francisco’s
production).17
Market-rate developers, dependent on global finance,
often put projects on hold or abandon them entirely.

Filtering can’t solve today’s
housing affordability crisis.
You can’t base policy on a fallacy!
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