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Executive Summary

Municipal leaders in Northern Ontario have long
expressed concerns about the financial impact

of serving "“fringe populations.” In this context, a
municipality’s fringe population refers to the group

of people (1) who live in unorganized areas close to
the municipality and (2) for whom that municipality

is the main population centre they interact with in
their social and economic life. Directly measuring the
fiscal impact of fringe populations is difficult because
municipalities cannot easily frack what portion

of their spending goes to serving non-residents.

This report adopts an alternative approach and
measures the relationship between the relative size of
municipalities’ fringe populations and their per capita
spending. This approach cannot determine the fiscal
impact of fringe populations in specific communities;
however, it can reveal if, across Northern Ontario
municipalities, fringe populations are associated with
greater spending.

Indeed, the data show that Northern Ontario
municipalities with larger fringe populations relative
to their official population do tend to spend more
per resident. Across all municipalities, a larger

fringe population is associated with greater overall
spending. Specifically, those with larger fringe
populations tend to spend more on Protection
Services (which includes police and fire), Recreation
and Cultural Services, and Social and Family
Services, but there are variances depending on

the size of the community. For example, in more
populous municipalities, larger fringe populations
are associated with greater spending on Protection
Services. In less populous municipalities, larger fringe
populations are associated with greater spending on
Recreation and Cultural Services.

These statistical relationships provide strong evidence
that some residents of unorganized areas benefit
from municipal services without living in and

paying property taxes fo nearby municipalities. This
produces three problems. First, it may be financially
challenging for municipalities to serve more people
than they can tax. Second, if two groups of people
(residents and fringe populations) benefit from
municipal services, it is unfair if one group pays less
based on where they live. Finally, fringe populations
can also be disadvantaged. Local government
arrangements in Northern Ontario have created a
sifuation where some residents of unorganized areas
rely on services provided by a nearby municipality
but have no democratic input into decision-making
regarding these services because they cannot vote
in municipal elections or compel municipal leaders
to listen fo their concerns.

Municipalities, residents of unorganized areas, and
the Government of Ontario should work fogether

to find solutions that ensure people in all parts of
Northern Ontario have access to adequate services,
pay their fair share for these services, and have

a voice in decision-making. Possible options for
reform include municipal annexations of certain
unorganized areas or, more ambitiously, adopting a
system of regional government in Northern Ontario
modelled on British Columbia’s system of regional
districts.
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Infroduction and background on
unorganized areas

In Northern Ontario, the land outside of incorporated municipalities and First Nations reserves is divided info sixteen
different “unorganized areas” where there is no government below the province. This arrangement creates unique
challenges for funding and delivering services o residents of unorganized areas, sometimes referred to alternatively
as “unincorporated areas.” In this report, the term “unorganized area” refers specifically to the sixteen unorganized
areas in Northern Ontario and "unincorporated area” refers to the broader concept of territory that does not have
its own municipal government.

To be clear, an absence of municipal government does not mean that unorganized areas of Northern Ontario
receive no services and have no property taxes. In unorganized areas, the Ontario government provides certain
services typically provided by municipalities. Additionally, in parts of some unorganized areas, volunteer-run local
services boards (LSB) and local roads boards (LRB) deliver certain services (Ontario 2025b; 2025c). To fund services
delivered by the provincial government or local boards, property owners in unorganized areas pay the Provincial
Land Tax (PLT; Ontario 2025d). There is debate, however, regarding the adequacy of the PLT and the services
delivered in unorganized areas. Readers seeking more information about issues relating to service delivery and
funding in unorganized areas can consult the Northern Policy Institute (NPI) publication Time fo Reorganize: Why
Northern Ontario Should Follow BC’s Lead in Local Governance (Noga 2021). The critical piece of context for this
analysis is that the quality and breadth of services are often lower in unorganized areas than in municipalities, which
may encourage residents of these areas to seek services in municipalities.

It is equally important to understand that many people living in Northern Ontario’s unorganized areas have strong
ties to incorporated municipalities. Of the 34,450 people living in unorganized areas, 32,295 (or 94 per cent) reside
within 50 kilomeftres of a municipality (Author's calculations from Statistics Canada 2022a; 2023a). Among residents
of unorganized areas who commute to work, 85 per cent commute to an incorporated municipality in Northern
Ontario (Author’s calculations from Statistics Canada 2022c¢). These individuals who live in unorganized areas near,
and have strong economic and social ties to, incorporated municipalities are referred to as fringe populations.

For decades, there has been extensive debate across Northern Ontario concerning the extent fo which

fringe populations place demands on municipal services. However, researchers who have studied this topic

have concluded that there has been insufficient measurement of the fiscal impact of fringe populations on
municipalities. Noga (2021) notes that many Northern Ontario municipalities have concerns about the cost of
residents of unorganized areas using services in their communities without paying municipal property faxes. Some
municipalities also identified that they spend money to provide certain services in unorganized areas, such as
responding to fire calls outside their municipal boundaries. Ultimately, Noga concludes that there is uncertainty

as to the fiscal impact of fringe populations on Northern Ontario municipalities. Rochon (2014) discusses various
shorfcomings of non-government bodies created to provide limited services in some unorganized areas, which
may confribute to residents of those areas continuing to use services provided by municipalities. Nickerson (1992)
describes similar debates taking place in the 1970s and 1980s over the extent to which residents of unorganized
areas use services they do not pay for.

Of particular interest for this analysis, Nickerson (1992) notes that a 1988 task force on municipal annexations

in Northern Ontario referred to a financial study (conducted at an unspecified time before 1988) that found
municipalities with nearby developments in unorganized areas generally had greater expenditures. Unfortunately,
there does not appear to be additional information available regarding this study, which makes it difficult to explore
its conclusions further and assess its methodology. Moreover, the governance, service delivery arrangements, and
demographics of Northern Ontario’s unorganized areas have evolved considerably since the 1980s (Noga 2021;
Rochon 2014). Therefore, even if the original study were available, it cannot be assumed that frends observed
before 1988 persist today.
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Research methods

The methods used for this analysis can be divided intfo two broad parts. First, the methods for estimating the fringe
population of municipalities. Second, the methods for analyzing the relationship between these fringe populations
and municipal spending. Both are described in detail in this report and are supplemented with explanations for
certain methodological choices. Readers who only desire a basic explanation of the approach taken in this
analysis can read the following paragraph and skip the remainder of this section.

Basic explanation

This analysis includes both a calculation the size of the fringe population of each Northern Ontario municipality
and a stafistical analysis to see if municipalities with larger fringe populations spend more, both overall and on
specific services. The fringe populations calculated for each municipality are the number of people living in
unorganized areas for whom that municipality is the largest nearby community. For example, the calculation of
Hearst's fringe population is 932, which means that it is the largest nearby community for the 932 people living in
unorganized areas. Once we have these fringe population numbers, we can see if there is a relationship between
these populations and municipal spending. Specifically, to account for the fact that municipalities have different
populations, this analysis focuses on the relationship between the relative size of fringe populations and per
capita spending (that is, spending divided by the number of people living in the municipality). The relative size of
a municipality’s fringe population is its finge population divided by the municipality’s population. For example,
Hearst's fringe population of 932 is 19.4 per cent of its municipal population of 4,794. These numbers are used to
measure (after confrolling for several other factors that might influence municipal spending) whether municipalities
with relatively larger fringe populations tend to spend more per resident, and by how much.

Estimating fringe populations

Methods are needed to determine a municipality’s fringe population because such populations do not align with
formal jurisdictional boundaries. Fringe populations are economically and socially connected to municipalities
despite being located outside municipal boundaries. At the same time, no municipality’s fringe population area
is coterminous with any of Northern Ontario’s sixteen unorganized areas, most of which are thousands of square
kilometres in size.

To estimate the fringe population for each Northern Ontario municipality, each dissemination block (DB) located
in an unorganized area was matched with the most populous incorporated municipality within a radius of 50
kilometres. Then, for each municipality, the population of each dissemination block matched to it was summed
together. The result is the municipality’s estimated fringe population.

Fifty kilometres was used as the limit for a municipality’s fringe population because this represents a reasonable

limit as to how far most individuals will regularly travel to work, shop, and access services. As described by

Marchetti (1994), across history and cultures, people tend to adjust their living and working arrangements such

that average commute times are approximately 30 minutes one way. The commuting patterns of people living

in the unorganized areas of Northern Ontario today align with this principle. Among unorganized area residents
who commute to work, 61 per cent commute fewer than 30 minutes one way and 83 per cent commute fewer
than 45 minutes (Statistics Canada 2022c¢). As mentioned earlier, 85 per cent of these individuals are commuting o
incorporated municipalities. Road speeds vary across Northern Ontario, but 30 to 45 minutes of fravel time roughly
equates to the time needed to travel fo a community that is 50 kilometres away. Where multiple municipalities are
within 50 kilometres of a DB, it is matched with the most populous municipality because that is the most logical *hub
community” for residents of said DB. The largest community in an area likely has the most employment opportunities
and services.
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Specifically, R programming is used to do the following:

1. Calculate the distance between the representative point of each DB in the sixteen unorganized areas
of Northern Ontario and the representative point for the Census Subdivisions (CSD) representing the 144
incorporated municipalities in Northern Ontario;

2. Identify all DB-CSD pairings that are 50 kilometres apart or closer;'

Match each DB with the paired CSD that has the largest population in the 2021 census; and

4. Foreach CSD, sum the 2021 population of its matched DBs to produce that CSD’s (or municipality’s) fringe
population estimate.

w

To determine the "relative size” of a municipality’s fringe population for the second part of this analysis, fringe
population is divided by the CSD population. Table 7 in the Appendix shows the estimated fringe population for
each municipality, as well as its relative size.

Of note, this method only considers geographical proximity between DBs and CSDs, even though the concept of
fringe populations also includes socioeconomic ties. This narrow approach is necessitated by data limitations.

That said, the CSD-to-CSD commuting data from the 2021 census (Stafistics Canada 2022c¢) can be used to gauge
the representativeness of the fringe population estimates used for this analysis. To do this, one first calculates how
many people commute from unorganized areas to each municipality. Then, calculate each municipality’s share of
the total number of workers who commute from unorganized areas to Northern Ontario municipalities. For instance,
14.96 per cent of individuals who commute from unorganized areas to a Northern Ontario municipality commute to
Thunder Bay. Next, each municipality’s share of commuters from unorganized areas can be compared to its share
of all municipal fringe populations. For example, of the 32,295 people who live in unorganized areas and within 50
kilometres of a municipality, 4,608 (or 14.27 per cent) are part of Thunder Bay's fringe population. Across all Northern
Ontario municipalities, there is a 0.98 correlation between these two sets of numbers. In other words, the fringe
population estimates presented here closely match commuting flows reported in the census. Accordingly, we can
conclude that these fringe population estimates are representative of economic ties between DBs in unorganized
areas and municipalities. Furthermore, some geographers have argued that because individuals can generally be
expected to use services near where they live or work, labour market areas identified using commuting data may
be used as a reasonable approximation of service use areas (Munro, Alasia, and Bollman 2011; Tolbert and Sizer
1996). Therefore, these distance-based fringe population estimates should be seen as fairly representative of the
real fringe populations that might use municipal services.

Measuring the relationship between the relative size of
fringe populations and municipal spending

Because Northern Ontario municipalities do not frack or report how much of their annual spending can be
attributed to serving non-residents—which would be near impossible for some service types—the fiscal impact of
fringe populations for individual municipalities cannot be determined. However, comparing overall per capita
spending on various types of services by municipalities to the relative size of their fringe populations can reveal
whether the presence of substantial fringe populations is, in general, associated with greater municipal spending.
If residents of unorganized areas are, in fact, heavy users of certain municipal services, it can be expected that
municipalities with relatively large fringe populations will have greater per capita spending on those services.
That is because these municipalities would be, in practice, serving larger populations. This analysis measures
whether such a relationship exists and how strong it is.

! In this step, all pairings between DBs in Manitoulin, Unorganized, West Part, and CSDs located outside Manitoulin are excluded. If this is not done,
some DBs are matched with CSDs on the north shore of Lake Huron that are less than 50 kilometres away in distance but in fact require several hours
of tfravel from western Manitoulin Island.
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This analysis uses population numbers from Statistics Canada and municipal spending data from the Financial
Information Return (FIR) published for Ontario municipalities. Populatfion data is taken from the 2021 census and FIR
data from 2020, 2021, and 2022. As of the time of writing, 2022 is the most recent year for which nearly all Northern
Ontario municipalities have completed and submitted their FIR.

Multivariate regression analysis is used to assess the relationship between the relative size of municipalities’ fringe
populations and per capita spending on various types of services. Numerous factors can influence municipal
spending decisions. Therefore, including mulfiple variables in this analysis can help to distinguish the relationship
between municipal spending and the relative size of municipalities’ fringe populations specifically.

This analysis looks at six sets of municipalities. The first includes all Northern Ontario municipalities for which spending
data are available. This group is used to measure the relationship between fringe populations and municipal
spending for Northern Ontario as a whole. The other five sets of municipalities consist of smaller groupings that
include only municipalities whose populations fall within various ranges. The goal here is to measure whether

the relationship between fringe populations and municipal spending is quantifiably different in different types of
communities. It is conceivable, for example, that a municipality that acts as a regional centre for services and
economic activity might receive more frequent visits and greater intensity of service use from its fringe population
than a sparsely populated township. As a result, fringe populations could have a different fiscal impact on these
larger centres. Specifically, the five additional groupings analyzed are: (1) the 25 most populous municipalities in
Northern Ontario; (2) the 31 municipalities in Northern Ontario that contain an area that meets Statistics Canada’s
(2022b) definition of a population centre—a population of at least 1,000 and a population density of 400 persons
or more per square kilometre—and for which municipal spending data are available; (3) the 32 municipalities
with a population between 2,500 and 15,000 and for which municipal spending data are available; (4) the 31
municipalities with a populatfion between 1,000 and 2,499 and for which municipal spending data are available;
and (5) the 60 municipalities with a population below 1,000 and for which municipal spending data are available.

Dependent variables - measures of per capita municipal spending

The dependent variable in each regression is a measure of per capita municipal spending. A separate analysis is
performed for eight measures of per capita municipal spending to determine the relationship that specific elements
of municipal spending have with larger fringe populations. For each Northern Ontario municipality, the following
measures of spending were collected from Schedule 40 of the FIR and converted to per capita figures:

e total municipal expenditures

e spending on Protection Services (includes fire, police, building inspections)

¢ spending on Transportation Services (includes roads, traffic operations, fransit)

¢ spending on Environmental Services (includes water services, waste collection)

¢ spending on Health Services (includes ambulances, hospitals, public health)

e spending on Social and Family Services (includes childcare, seniors’ housing)

¢ spending on Recreation and Cultural Services (includes parks, recreation programs, libraries)
e the sum of spending on the six above service categories

Detailed explanations of what is included in each service category in the FIR can be found in the Functional
Classification of Expenses and Revenues guide (Ontario 2024). “Total municipal expenditures” includes spending
on all services and other expenses. The six service categories analyzed independently in this analysis were chosen
because they have a reasonable possibility of facing demands from fringe populations.For each variable, the
figures for 2020, 2021, and 2022 are included as separate observations. Therefore, each analysis includes three
observations per municipality.
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Independent variables

The following independent variables are included in the regression analysis. Unless otherwise indicated, the data
source is Stafistics Canada’s 2021 Census of Population.

* fthe relative size of a municipality’s unorganized fringe population (calculated as described earlier)

* the average income of a municipality’s residents

* the average age of a municipality’s residents

e the populatfion of a municipality

e the population density of a municipality

* the percentage of private dwellings in a municipality occupied by usual residents (intended to confrol for the
presence of seasonal residents and mobile workers)

* the Index of Remoteness for a municipality (a measure of how distant a community is from other population
and service cenfres; Statistics Canada 2023b)

e the relative size of a municipality’s “non-unorganized nearby population™

Data limitations

This analysis is impacted by modest data limitafions affecting both the dependent and independent variables. For
the dependent variables, four municipalities were excluded from this analysis because they had not submitted their
FIR for all three years being analyzed: Atikokan, Ignace, Manitouwadge, and Nipigon. With these municipalities
excluded, the analysis includes 140 out of 144 Northern Ontario municipalities (or 97 per cent).

Regarding the independent variables, due to small populations, Statistics Canada does noft release age stafistics
for one of the remaining 140 municipalities and income statistics for twelve of these municipalities. In an earlier
version of this analysis (Dunstan, 2025), the author addressed this limitation by including three model specifications
in the regression analysis. One model included all eight variables and excluded 12 municipalities for missing data.
A second model excluded the income variable and excluded one municipality for missing data. A third model
excluded the average income and average age variables and contained all 140 municipalities. When these three
models were fested on an equal number of observations, the first model regularly produced the highest adjusted
R2—a measure of how well a model fits the data, accounting for the number of variables included. For this reason,
in this analysis, the most comprehensive model is used and only municipalities for which income and age statistics
are available are included.

2This is calculated similarly fo unorganized fringe
populations. It is essentially a measure of the number
of people living in other types of census subdivisions
(primarily municipalities and First Nations) for whom a
given municipality is the most populous community
within a 50-kilometre radius. This variable is infended to
control for the possibility that residents of other types of
communities also travel to larger nearby municipalities
and place demands on their services.
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Results: The relationship between fringe
populations and municipal spending

Among the 140 Northern Ontario municipalities that have completed and submitted the FIR for 2020, 2021,

and 2022, there is a highly statistically significant relationship between the relative size of a municipality’s fringe
population and its fotal per capita spending on Protection Services and Recreation and Cultural Services.
Additionally, there are weak to moderately significant relationships between the relative size of fringe populations
and per capita spending on Health Services and Social and Family Services, as well as total expenditures.

Notably, however, these relationships differ between different sets of municipalities. In more populous communities,
larger fringe populations are associated with greater spending on Protection Services and less spending on Health
Services and Transportation Services. There is also no relationship between fringe populations and overall spending.
In communities with fewer than 1,000 residents, larger fringe populations are associated with greater overall
spending and greater spending on Recreation and Cultural Services. The forces behind these relationships are
discussed later.

Tables 1 to 6 summarize the observed relationship between the relative size of fringe populations and various
measures of per capita municipal spending for the three setfs of municipalities. The coefficients in these tables
represent the expected change (in dollars) in per capita municipal spending for a one-unit increase in the relative
size of a municipality’s fringe population. In this case, as the relative size of fringe populations is measured as

a percentage of the municipality’s population, one unit is equivalent fo a municipality’s official population. To
illustrate with an example, in Table 1, the coefficient for “Protection” is 457. That means that if a municipality had an
official population of 1,000 people and a fringe population of 1,000, it would be expected to spend $457 more per
capita each year on protection services than it would if it had no fringe population.

No Northern Ontario municipality has a fringe population as large as its official population (see Appendix). The
following "contextualizing results” section discusses these results in the context of a typical municipal budget using a
more representative fringe population size.

Table 1: Association between relative size of fringe populations and per capita spending, all
municipalities in Northern Ontario with submitted FIRs for 2020, 2021, 2022

Coefficient Standard Error P-value
Total Expenditure 1,452 788 0.066
SCUOTe%fOSr‘i’ésserVice 1,385 620 0.026
Environmental 440 269 0.103
Health -425 150 0.005
Protection 457 99 <0.001
Recreation and Cultural 517 136 <0.001
Social and Family 364 179 0.043
Transportation 223 223 0.318

Source: Author's calculations.
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Table 2: Association between relative size of fringe populations and per capita spending,
municipalities in Northern Ontario containing population cenires and with submitted FIRs for 2020,

2021, 2022
Coefficient Standard Error P-value
Total Expenditure -804 876 0.362
é”or?e‘éfosr‘igfe”"ce 340 742 0.648
Environmental -96 191 0.617
Health -513 226 0.026
Protection 843 176 <0.001
Recreation and Cultural -64 147 0.664
Social and Family 523 444 0.242
Transportation -1,033 376 0.007

Source: Author's calculations.

Table 3: Association between relative size of fringe populations and per capita spending, 25 most-
populous municipalities in Northern Ontario for 2020, 2021, 2022

Coefficient Standard Error P-value
Total Expenditure -158 826 0.849
SCUOTe%fOSr'i’ésserV'Ce 31 717 0.966
Environmental -21 209 0.922
Health -521 225 0.023
Protection 928 158 <0.001
Recreation and Cultural 83 135 0.542
Social and Family 562 438 0.203
Transportation -1,001 376 0.010

Source: Author's calculations.
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Table 4: Association between relative size of fringe populations and per capita spending,
municipalities in Northern Ontario with populations between 2,500 and 15,000 and submitted FIRs for
2020, 2021, 2022

Coefficient Standard Error P-value
Total Expenditure 209 810 0.797
E:“OTegosr‘iésseWice 533 735 0.470
Environmental 215 234 0.361
Health -400 146 0.008
Protection 9218 120 <0.001
Recreation and Cultural -15 177 0.931
Social and Family 634 404 0.120
Transportation -819 368 0.029

Source: Author'’s calculations.

Table 5: Association between relative size of fringe populations and per capita spending,
municipalities in Northern Ontario with populations between 1,000 and 2,500 and submitted FIRs for
2020, 2021, 2022

Coefficient Standard Error P-value
Total Expenditure 511 955 0.594
E:“OTegosr‘iésseWice 196 775 0.801
Environmental -96 191 0.617
Health -513 226 0.026
Protection 843 176 <0.001
Recreation and Cultural -64 147 0.664
Social and Family -798 242 <0.001
Transportation -76 63 0.052

Source: Author's calculations.
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Table 6: Association between relative size of fringe populations and per capita spending,
municipalities in Northern Ontario with populations below 1,000 and submitted FIRs for 2020, 2021, 2022

Coefficient Standard Error P-value
Total Expenditure 4,040 1,937 0.038
SCUOTe%fOSrii’ésserVice 1,604 1,480 0.280
Environmental 820 706 0.247
Health -144 338 0.671
Protection -116 202 0.566
Recreation and Cultural 1,186 307 <0.001
Social and Family 424 321 0.188
Transportation 164 481 0.733

Source: Author's calculations.
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Contextualizing resulis

To put these regression results into context, | compared what an average municipality would be expected to spend
on various services if it had (1) no fringe population, or (2) a fringe population equivalent to 10 per cent of its official
population (e.g., a fringe population of 100 for a municipality of 1,000 people).

Between 2020 and 2022, the average municipality in Northern Ontario spent $3,811 per capita annually. On
average, a municipality with a fringe population equivalent to 10 per cent of its official population would be
expected to spend $145 more per capita annually than a municipality with no fringe population. Looking only at
the six highlighted service categories (which do not encompass all municipal spending), that same municipality
would be expected to spend $138 per capita more on Protection Services, Recreation and Cultural Services, Health
Services, Environmental Services, Social and Family Services, and Transportation Services combined.

We can also use the observed relationships summarized in Table 1 to determine how much that same community
would be expected to spend on specific service categories. Again, note that these individual categories do not
encompass all spending, and thus do not sum to the same total listed earlier. Compared to municipalities with no
fringe population, a municipality with a fringe population equivalent to 10 per cent of its official population would
be expected to spend:

$45 per capita less on Health Services annually

e $46 per capita more on Protection Services annually

e $52 per capita more on Recreation and Cultural Services annually
$36 per capita more on Social and Family Services annually

For the average Northern Ontario municipality, an additional $145 per capita in total expenditures is equivalent to

a 3.8 per cent increase in spending. Relative to a fringe population one-tenth the size of a municipality’s official
population, these spending differences are significant. If this greater spending is, in fact, attributable to service
demands from fringe populations, then they have a sizeable marginal impact on municipal finances. Nevertheless,
the total impact on municipal finances is likely modest in most cases. As shown in the Appendix, most municipalities’
fringe populations are equivalent to less than 10 per cent of their official population, and only eight municipalities
have estimated fringe populations equivalent to 20 per cent or more of their official population. Therefore,
responses to service demands from fringe populations likely represent only a small share of overall spending for most
municipalities.

For municipalities with fewer than 1,000 residents, however, fringe populations are associated with greater
additional spending. Among the 60 municipalities with populations below 1,000 and sufficient data to be included
in this analysis, average annual per capita spending between 2020 and 2022 was $3,862. For these municipalities,
having a fringe population equivalent to 10 per cent of their official population is associated with an additional
$404 per capita in annual spending. That is equivalent to a 10.4 per cent increase in spending.
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Understanding the data

The results described above raise several inferesting questions. This section explores the causes and implications of
some of the relationships observed in the data.

Why are fringe populations associated with greater
spending on certain services?

Overall, and in more populous municipalities, having a relatively larger fringe population is associated with
greater per capita spending on Protection Services. This is not surprising. A greater number of people present in
a community can be expected to increase demands on these services. In particular, more people being in a
community likely leads to more incidents requiring police intervention. Indeed, the association between larger
fringe populations and greater per capita spending remains when considering police spending by itself.

Interestingly, although some municipal fire departments respond to calls in unorganized areas (Noga 2021), there is
no statistically significant relationship between the relative size of fringe populations and spending on Fire Services.
There is considerable fire protection capacity in unorganized areas, however, which may reduce the demands on
many municipal fire departments fo serve fringe populations. Fire protection is the service most widely provided by
LSBs, and there are dozens of fire departments (run by LSBs and volunteers) located in unorganized areas (Noga
2021). Some individual municipalities may spend more to provide fire services to fringe populations, but this does not
occur widely enough to show up as a frend in the data.

Relatively larger fringe populations are also associated with greater per capita spending on Social and Family
Services. This relationship, too, has a plausible explanation. Residents of fringe areas may use services and
programming that receive at least some municipal funding, particularly those involving childcare or directed to
seniors. Furthermore, it is possible that “higher-needs” individuals self-select into living within municipal boundaries.
Within a given area, individuals and families may have the option to live in (1) a denser core within the municipality,
closer to most services, or (2) an unorganized area farther away from most services. Families with young children or
seniors in need of support—that is, two demographics that can be expected to more heavily use Social and Family
Services—may be more likely to choose the first option. If this happens, the proportion of higher-needs individuals in
the municipality may be higher than their proportion of the area population (municipality plus fringe population).
All else being equal, this will result in higher per capita spending on Social and Family Services for the municipality.
Further research is required to confirm whether this is indeed occurring.

Additionally, relatively large fringe populations are associated with greater per capita spending on Recreation

and Cultural Services when considering all municipalities in Northern Ontario together and in municipalities with
populations below 1,000, but not in larger communities. A likely explanation for these trends is that many Recreation
and Cultural Services, such as libraries and sports facilities, require a minimum level of demand to be viable. For
smaller municipalities, fringe populations may be especially impactful in boosting demand to meet that minimum
threshold, encouraging greater spending.

It is worth mentioning that Recreation and Cultural Services is one service category for which municipalities

have considerable ability to recoup some costs of serving non-residents. Services like libraries and sports facilities
are among the types of services that can be feasibly funded through user fees (Kitchen and Tassonyi 2012).
Municipalities, therefore, can charge non-residents who use certain Recreation and Cultural Services. For example,
the City of Dryden (2025) issues free library cards to Dryden residents, but most non-residents must pay $70 per year.
Therefore, even in the absence of wider reforms to address issues relating to fringe populations, municipalities that
provide non-residents with Recreation and Culfural Services have viable options o raise revenue from these users.
Overall, Northern Ontario’s smaller municipalities—those with populations of 1,000 or fewer—appear to have a
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unique relationship with their fringe populations. In addifion to being the only group of communities where there is
a relationship between fringe populations and recreation and cultural spending, these municipalities are the only
ones where relatively larger fringe populations are associated with greater total spending but not with greater
combined spending on the six service categories highlighted in the analysis. Looking further into the FIR data, this is
largely attributable fo the fact that small municipalities with relatively large fringe populations tend to spend more
per capita on “general government.” This spending category covers a range of administrative and management
activities that do not involve directly delivering services. Why do these communities spend more on general
government? That is another question that requires further research. One possibility is that service demands from
fringe populations create additional governance challenges that encourage municipalities fo invest in greater
administrative capacity.

Why are fringe populations associated with lower
spending on certain services?

Another more surprising finding is that relatively large fringe populations are associated, in communities of different
sizes, with lower per capita spending on Health Services, Social and Family Services, and Transportation Services.
The finding regarding Transportation Services is particularly surprising because in the literature discussing non-
resident service use, roads are often cited as a service that receives significant demand from non-residents who
fravel to a community for work or to access services (City of Edmonton 2024; Keough 2015). Most likely, these
frends are not related to demands on these specific service categories. Fringe populations are unlikely to reduce
overall demands on any municipal service. Instead, the most plausible explanation for why municipalities with
relatively large fringe populations tend to spend less on certain services is that it is a response to greater demands
for spending on other services. There are two options facing a municipality that needs to spend more on a given
service due fo demands from non-residents. First, it can tax its residents more to fund greater overall spending.
Second, it can make up for increased spending in one area by reducing spending in another. Some municipalities
in Northern Ontario appear to have selected the second option. It is worth clarifying that these two options are not
mutually exclusive: a municipality could increase overall spending while making targeted cuts.

This possibility of municipalities choosing to reduce certain spending in response fo fiscal pressures from fringe
populations points fo an important consideration when interpreting the results of this analysis. That is, the fact that
a relatively larger fringe population is not associated with greater spending on a particular service category does
not necessarily mean that these populations place no demands on said service category in most municipalities. If
a municipality is, in practice, providing a service to a population larger than its official population, it could choose
to increase spending fo offer the same service level to that larger population. Alternatively, the municipality may
instead choose to reduce per-person service levels to save money. A municipality with a large fringe population
could spend the same amount per capita as a municipality with no fringe population, because although the first
municipality serves a larger population, it also offers a reduced level of services per person. Therefore, the results of
this analysis might not capture all fiscal pressures associated with fringe populations.

Reverse causation: what if greater spending leads to
larger fringe populations?

Most of this analysis has focused on the possibility that larger fringe populations cause municipalities to spend
more. However, it is possible that the reverse occurs: independent choices by municipalities to spend more on
certain services could encourage more people to live in nearby unorganized areas. Whichever factor drives the
association between greater per capita spending by municipalities and larger fringe populations, the outcome is
likely the same: some people living in unorganized areas benefit from municipalities’ services without paying taxes
to those municipalities.
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When people consider where to live, we can imagine them as shopping between locations in search of the one
that they will most enjoy, considering both costs and benefits. One significant factor to consider is the fax and
service mixes offered in different communities (Tiebout 1956). In Northern Ontario, tax and service mixes can act

as both a push and a pull factor that leads people fo settle in a parficular municipality’s fringe area. Many people
choose to live in unorganized areas because they offer a location that is quieter or closer to nature. Someone who
wanfts to live in an unorganized areaq, but is undecided as to where, could be pulled toward living in the fringe area
of a higher-spending municipality because this location provides the benefits of living in an unorganized area while
also offering access to high-quality services in a nearby municipality. Conversely, greater spending on services may
push some people to live outside a municipality’s boundaries. Greater spending typically requires higher taxes.

As municipal faxes increase, some individuals may find it more attractive to live in the municipality’s unorganized
fringe to avoid them. Living in an unorganized fringe area can be especially aftractive from a tax and service mix
perspective if residents of fringe areas can sfill benefit from many municipal services.

Even if municipalities do not increase spending in response to fringe populations, there are still reasons to believe
residents of fringe areas place demands on municipal services. First, as mentioned earlier, many people living in
unorganized areas commute fo municipalities for work (Statistics Canada 2022c). These individuals are present in
the municipality at least some of the time and almost certainly place at least some demands on services. Second,
the estimates of municipalities’ fringe populations used in this analysis show that 32,295 of the 34,450 people living in
unorganized areas in Northern Ontario live within 50 kilometres of an incorporated municipality. Unorganized areas
in Northern Ontario cover a vast amount of space. The fact that 94 per cent of unorganized area residents choose
to live close to municipalities suggests there are some benefits to doing so, which may include access fo municipal
services. Third, as discussed earlier, some municipalities have policies relating to providing certain services fo non-
residents, sometimes specifically residents of unorganized areas (City of Dryden 2025; Noga 2021). The fact that
municipalities infroduced these policies suggests that they receive service demands from fringe populations. In sum,
even if larger fringe populations are a product of greater municipal spending (rather than the other way around),
fringe populations sfill likely benefit to some extent from municipal services they do not pay for.
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Conclusion and policy options

The question of whether municipal fringe populations
financially burden municipalities by placing demands
on services they do not pay for has provoked

fierce debate in Northern Ontario. Using municipal
spending data, this analysis provides evidence that
some residents of unorganized areas benefit from
municipal services that they may not pay for.
Municipalities with larger fringe populations relative
to their official population tend to spend more per
capita on certain services. When considering all
municipalities in Northern Ontario for which financial
data are available, larger fringe populations are

also associated with greater total spending. For most
municipalities, however, this additional spending is
likely a modest share of total spending.

It must be emphasized that municipalities should not
conclude from this evidence that fringe populations
are bad or undesirable. While some residents of fringe
areas likely benefit from some municipal services
without paying, communities also benefit from their
fringe populations. Most notably, fringe populations
support the local economy, both as workers and
consumers. Statistics Canada (2022c) data show that
many workers living in unorganized areas commute
fo incorporated municipalities, supporting local
businesses and service providers. Put differently, it
should not be assumed that a community would be
better off without a fringe population.

Nevertheless, this analysis suggests that there is

an asymmetry in many parts of Northern Ontario
between who pays for municipal services and who
benefits from them. Municipalities’ concerns about
the fiscal impact of fringe populations appear to be
legitimate, and these concerns deserve attention
from the Ontario government. Governments have
limited fime and resources; therefore, they must
prioritize certain issues over others. The evidence
presented in this analysis suggests that issues relating
to municipal fringe populations in the North should
be a higher priority in Ontario. To be clear, these
issues include both the challenge of ensuring
Northern Ontario municipalities can adequately fund
the services they are being asked fo provide and the
challenge of ensuring people living in unorganized
areas can access services and have a voice in
decision-making about these services.

A detailed analysis of options for reform is beyond
the scope of this measurement-oriented report.

Still, it is possible to identify broad directions the
Ontario government could explore—in collaboration
with municipalities and residents of unorganized
areas—to address issues relating fo municipal fringe
populations.

One option is municipal annexation. Through
annexation, the provincial government would

add the territory containing a fringe population

fo an existing municipality. Ontario has added
portions of unorganized areas fo municipalities
before, at fimes upon request from municipalities
and fringe populations (Nickerson 1992; Ontario
2022). Annexation can potentially benefit both. The
municipality can gain the ability to tax all its service
users. Fringe populations may enjoy better services,
and greater influence over decisions related to
them, as part of the municipality than as part of an
unorganized area. That said, municipal annexation is
not a panacea. While fringe populations may have
strong social and economic ties fo a municipality,
the two often represent distinct communities.
Residents of the two communities may have different
preferences regarding tax and service levels, as
well as other local government policies. In short,
municipal annexation should be considered, but on
a case-by-case basis. Sometimes, the best option
for municipalities and fringe populations may be to
confinue governing themselves separately.

The fundamental challenge for local government in
Northern Ontario is that it has vast regions containing
communities—in incorporated municipalities and
unorganized areas—that are both connected

and distinct. In this context, there can be benefits

fo coordination between communities regarding
some services and local government issues. At the
same fime, other issues may be best left to individual
communities.
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Noga (2021) argues that Northern Ontario could
solve this governance puzzle by adopting a
regional government model based on British
Columbia’s regional district system. Regional districts
establish a loose federation of municipalities and
unincorporated communities. Some have also
expanded to include First Nations. Notably, regional
districts are permitted to provide different service
mixes to different parts of the district—for example,
offering fewer services in unincorporated areas
compared to incorporated municipalities—while
charging differentiated fax rates accordingly. This
arrangement allows regional districts to provide
services that align with the preferences of diverse
communities while minimizing the issue of residents
of some communities “free riding” on others (British
Columbia 2006; Cashaback 2001). Adopting regional
districts in Northern Ontario would be a substantial
reform, but it could alleviate the fiscal challenges
that fringe populations sometimes create for
municipalities while benefiting both parties.

Whatever solution is chosen, benefiting both
municipalities and fringe populations should be the
goal. The evidence suggests that fringe populations
do pose a financial burden for municipalities by
placing demands on certain services without paying
municipal property taxes. This should be addressed,
but not as a zero-sum exercise. Municipalities and
fringe populations are interdependent and should
seek mutually beneficial solutions.
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Appendix: Results of fringe population
calculations

*In addition to the 59 municipalities with fringe populations listed here, 85 municipalities were determined to have
no fringe population.

Table 7: Fringe population of Northern Ontario municipalities, 2021

Fringe Population as %

Census Subdivision (CSD) CSD Population Fringe Population of CSD Population
Dryden 7,388 3,764 50.9%
Whitestone 1,075 370 34.4%
Moosonee 1,512 495 32.7%
James 348 111 31.9%
Conmee 798 202 25.3%
Gore Bay 808 204 25.2%
Kirkland Lake 7.750 1,882 24.3%
Machin 1,012 202 20.0%
Callander 3,964 780 19.7%
Hearst 4,794 932 19.4%
Kenora 14,967 2,902 19.4%
Carling 1,491 255 17.1%
Chapleau 1,942 317 16.3%
Cochrane 5,390 816 15.1%
Terrace Bay 1,528 225 14.7%
Temiskaming Shores 9,634 1,177 12.2%
Fort Frances 7,466 880 11.8%
Atikokan 2,642 293 11.1%
McDougall 2,744 268 9.8%
Huron Shores 1,860 155 8.3%
Espanola 5,185 393 7.6%
Gillies 441 33 7.5%
Sault Ste. Marie 72,051 5,264 7.3%
Wawa 2,705 182 6.7%
Dubreuilville 576 38 6.6%
The Archipelago 979 51 5.2%
Emo 1204 62 5.1%
Ear Falls 9,24 46 5.0%
North Bay 52,662 2,240 4.3%
Thunder Bay 108,843 4,608 4.2%
Shuniah 3.247 136 4.2%
Hornepayne 968 40 4.1%
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Macdonald, Meredith

and Aberdeen Additional 1.513 8 3.8%
Blind River 3,422 124 3.6%
Chapple 763 25 3.3%

Oliver Paipoonge 6035 197 3.3%
Lake of the Woods 308 10 3.2%
Powassan 3.346 95 2.8%
East Ferris 4,946 138 2.8%
Nipissing 1,769 46 2.6%
South Algonquin 1,055 21 2.0%
Nipigon 1,473 28 1.9%
Markstay-Warren 2,708 48 1.8%
Marathon 3,138 50 1.6%
Kapuskasing 8,057 115 1.4%
Burpee and Mills 382 5 1.3%
Manitouwadge 1,974 23 1.2%
Elliot Lake 11,372 118 1.0%
Perry 2,650 27 1.0%
Iroquois Falls 4,418 44 1.0%
Greater Sudbury 166,004 1,435 0.9%
lgnace 1,206 10 0.8%
Sioux Lookout 5,839 40 0.7%
Timmins 41,145 224 0.5%
Prince 975 5 0.5%
Cenftral Manitoulin 2,235 10 0.4%
West Nipissing 14,583 61 0.4%
Parry Sound 6,879 10 0.1%
Red Lake 4,094 5 0.1%
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About Northern
Policy Institute

Northern Policy Institute is Northern
Ontario’s independent, evidence-
driven think tank. We conduct
research, analyze data, and
disseminate ideas. Our mission is to
grow Northern Ontario by supporting
evidence-based decision-making
through education and direct
community engagement.

We believe in partnership,
reconciliation, collaboration,
communication, and cooperation.
Our team seeks to do inclusive
research that involves broad
engagement and delivers
recommendations for specific,
measurable action. Our success
depends on our partnerships

with other entities present in or
passionate about Northern Ontario.

Our permanent locations are in
Thunder Bay and Timmins. During

the summer months, we have
satellite offices in other regions of
Northern Ontario staffed by teams
of Experience North placements.
These placements are for university
and college students working in your
community on issues important to
you and your neighbours.

To stay connected or get involved, please contact us at:
info@northernpolicy.ca www.northernpolicy.ca
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