
This section on the valuation
and evaluation of signs is really
about the role signs play in the
U.S. economy and how to place
a value on that role.  In contrast
to many reference sources, this
book does not treat signs as iso-
lated phenomena, but rather as a
significant part of the total
urban industrial and commercial
environment.  

On a broad scale, signs are an
integral part of a community’s
total communication and design
system.  When narrowly related
to commercial activities, they

are essential to achieving opti-
mum visual communication
with potential customers or
clients.  This is especially true
for commercial activities con-
ducted on site, and in many
cases, the sign itself determines
whether its host site is economi-
cally successful.  While other
visual site attributes, such as
standardized building design,
product displays, specialized
lighting, or landscaping treat-
ment, also function to enhance a
commercial site’s “visibility
component,” in nearly every
case an easily discernable and

readable sign is the paramount
attractor.1

In 98% of all U.S. retailing, the
business sign is the basic link to
customers – whether used to
prompt an impulse stop and
shop or to help consumers
develop a memory for the dis-
played good, product, service, or
business name for future use.  It
is self-evident that poor commu-
nication with customers results
in poor business performance.
For almost all businesses, the
most cost-effective and efficient
form of advertising to potential
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An on-premise sign
can be designed to
reflect the character
or architecture of its
surroundings with-
out sacrificing its
primary communica-
tion functions, as
long as motorists
can detect and read
the sign with suffi-
cient time to safely
react to it.

1. The term “signage” was coined several years ago to refer to the total communication scheme of commercial sites.  It was coined in
response to university indexing needs (the terms “signing” and “signs” had already been taken).  Possibly the best example of the term
and its use to enhance a site’s visibility component is the typical fast food restaurant franchise.  By combining several communication and
graphic displays on site, including the standardized logo sign and “signature” building, and reinforcing these components through major
media advertising, the target establishment is quickly recognized.  In such cases, the signage becomes the visibility component, en toto.
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customers is via
on-premise, or
place-based, sig-
nage.

The on-premise
business sign is
capable of per-
forming many
functions.  From a
purely business
revenue stand-
point, its primary
functions are:

1.  To “brand” the business site;
that is, to develop a viewer
memory for a location and
the products or services avail-
able on site.

2.  To reinforce a memory, once
it is there.

3.  To prompt a purchase, espe-
cially an “impulse” purchase.

4.  To change customary pur-
chase decisions or habits.

5. To help build brand equity.

In addition to serving as com-
mercial communication devices,
on-premise signs many times
function as guideposts, directing
motorists to their destinations.
This is especially true if a street
address is given on the sign.
Further, an on-premise sign can
be designed to reflect the char-
acter or architecture of its sur-
roundings without sacrificing its
primary communication func-
tions, as long as motorists can
detect and read the sign with
sufficient time to safely react to it.

Gaining Perspective:
Factors Influencing
Today’s Signage
Appraisal

Generally, much – if not most –
of the American manufacturing
and industrial sectors of the
economy are oligopolistic, and
in some localities they are near-
ly monopolistic.  In the retail
sector, however, nearly perfect
competition may be found,
much to the benefit of the con-
sumer.  The American economy
is no longer dominated by
industrial or manufacturing
activities, but has shifted dra-
matically to retailing and tech-
nology.2 This shift has elevated
the role of commercial signage
to one of paramount importance
to every sector of the business
community.3 But the competi-
tion between the vast numbers
of retail businesses has created
an environment in which much
of the information that would be

helpful in evaluat-
ing the value of
all that signage is
treated as trade
information and
never shared.  

The Role 
of the
Appraiser

The convergence
of many factors
has brought

appraisers to a crossroads,
which makes it incumbent upon
them to understand the impor-
tance of signage as a business
asset capable of valuation in
keeping with the Uniform
Standards of Professional
Appraisal Practice (USPAP).  

Many of today’s appraisers are
unaware of the intrinsic value of
business signs over and above
their costs of manufacture and
placement.  The truth is that
such costs represent nothing but
the most elemental starting
point.  Numerous socioeconom-
ic variables will direct, and ulti-
mately decide, the final determi-
nation of value.  

One purpose of this section is to
expand recognition and knowl-
edge that business signage has
value – and that this value can
be “forensically” determined,
with reasonable certainty – and
in many cases, a sign’s value
can far exceed the construction

Introduction and Overview Page 141

cost of the sign itself.

Appreciation of the power of
signage is essential to the
appraiser in every signage valua-
tion assignment, be it for a
“mom and pop” shop or
McDonald’s.  The contributory
or add-on value attributable to
signage can often be substantial,
both in terms of business rev-
enues and underlying real prop-
erty value.  In most instances,
the sign, or other place-based
communication device or sys-
tem, represents a significant
business asset and is often
viewed by business lenders as an
important item of collateral.
Additionally, government agen-
cies and public officials are
increasingly dependent upon
appraisers to explain what eco-
nomic consequences might result

from land use decisions that will
burden a business’s ability to
communicate with potential cus-
tomers or clients through sig-
nage.  

In governmental regulatory
actions requiring either removal
or severe downsizing of a legally
permitted sign (which may be a
form of “regulatory takings”),
challenges will arise – either to
the value assigned to the sign by
the governing authority, or to the
code’s enforcement against par-
ticular sign owners or users, or
both.  In such cases, the services
of an appraisal professional are
necessary to
establish the
worth of the lost
or downsized
asset for purpos-
es of assessing

actual consequential monetary
damages4 or to obtain injunctive
relief.  In either of these regula-
tory scenarios, determining the
business revenues and portion of
land value directly attributable to
(or flowing from) the presence
of the targeted signage is essen-
tial to the final administrative or
judicial decision.  

Placement of the evidentiary
burden of proof is also a factor.
In most issues centered on “just
compensation” (Fifth
Amendment questions), the bur-
den of proof is on the private
party; however, in issues arising

from violations of
a speaker’s right to
communicate a
commercial mes-
sage through on-
premise signage,

In addition to serv-
ing as commercial
communication
devices, signs also
can function as
guideposts, direct-
ing motorists to
their destinations.

2. For brevity, the term “retailing” when used in this book will include sales of services, as well as sales of goods and products.
3. Of the $3 trillion generated in 1999 by the retail sector of the economy, only $80 billion was produced by catalog and Internet sales; the
balance came from place-based retailing activities.
4. Consultation with an attorney is essential to ascertain the extent of damages the appraiser will be allowed to evaluate.  The law in some
states contains anomalies that can increase or decrease the damages to which a person is entitled.  For example, in Georgia, if a person
trespasses onto another’s property, the property owner is entitled to all of the income that person obtained as a result of that trespass.

If a sign lacks visibility, the local consumer may for-
get the business is there - or worse, never notice it
in the first place.  Thus, the on-premise sign is criti-
cal for small business success.



the burden shifts to the govern-
ment.  

The professional private
appraiser, an expert in valuing
signage, will find his or her
services in greater demand as
signage regulation issues heat
up across the country.  The
appraiser’s employer may be a
private party seeking either to
retain a sign or to obtain a com-
pensatory amount larger than the
governing entity is offering.  On
the other hand, the employer
may be the governing entity
seeking to support the compen-
sation figure arrived at by its
assessor or to avoid an injunc-
tion against enforcement.  

Because of the complexity of
even the most typical signage
appraisal, this book will offer
more than practice and proce-

dure discussion.  It will also
give an overview of the role of
signage in today’s very competi-
tive economy, fueled by mobile
consumers who rely greatly
upon signs for information and
guidance.  

Financial
Institutions Reform,
Recovery and
Enforcement Act
(FIRREA)

During the 30 years leading up
to the savings and loan crisis of
the mid-1980s, appraisers in
general, and privately employed
appraisers in particular, often
expressed opinions about the
value of real estate interests,
even though they lacked formal-
ized education or training;
essentially, they learned on the

job.  

Soon after loan foreclosures and
financial institution failures
began to rock the economy, the
federal government identified
one of the primary causes of the
crunch as flawed appraisals (or
value determinations) of proper-
ty interests serving as collateral.
Overvalued collateral was of
particular concern to the federal
government because many of its
agencies (such as the Veterans’
Administration, and SBA) were
either primary lenders or under-
writers/guarantors.
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As part of the federal effort to
preclude a reoccurrence of the
crisis, Congress passed the 1989
Financial Institutions Reform,
Recovery and Enforcement Act
(FIRREA).5 Title XI of FIR-
REA, the Real Estate Appraisal
Reform Amendments, proposed
to protect federal financial and
public policy interests in real
estate-related transactions by
“requiring that real estate
appraisals utilized in connection
with federally related transac-
tions are performed in writing,
in accordance with uniform
standards by individuals whose
competency has been demon-
strated and whose professional
conduct will be subject to effec-
tive supervision.”  Additionally,
Title XI requires that real estate
appraisers be licensed or certi-
fied (by the states), that state
licensing laws meet, at a mini-
mum, the criteria established by
the Appraiser Qualification

Board of the Appraisal
Foundation, and that the states
require that appraisals for feder-
ally related transactions be done
in conformity with the Uniform
Standards of Professional
Appraisal Practice (USPAP).

Title XI also created the
Appraisal Subcommittee to
oversee the work of the states
and the Appraisal Foundation.6

Edwin W.  (Ted) Baker, who is
now the executive vice president
of the American Society of
Appraisers (ASA), was the first
executive director of the sub-
committee.  During his tenure,
all of the states enacted apprais-
er regulatory systems and now
all require state licensed and
certified real estate appraisers to
conform to USPAP.  Personal
property appraisers and business
valuers who are accredited by
ASA (and who also may be
involved in the appraisal of sig-

nage), as well as ASA real prop-
erty appraisers, are required to
conform to USPAP in all of their
appraisal work.

Although many appraisers
believed they had taken an
undeserved hit in the FIRREA
legislative response to the sav-
ings and loan debacle, in this
case the disease (flawed
appraisals) was definitely worse
than the cure (increased educa-
tion and expertise).  Certainly
today’s appraisers, particularly
those who are certified, are now
on par with land-use planners as
experts in their field.  As a
result, they should increasingly
find themselves consulted as
peers by planners and other gov-
ernment officials to assist in
analyzing the financial impacts
of land use planning on private
property interests, including
those attached to commercial
signage. 

Many visual site
attributes function to
enhance a commer-
cial site’s “visibility
component”, but
nearly always a dis-
cernable and readable
sign is the paramount
attractor.

5. See Pub. L. No. 101-73, 103 Stat. 183 (1989) (codified in various titles and sections of U.S.C.).
6. See 12. U.S.C. section 3350(9) (1994).

If governmental regula-
tory actions required
removal or downsizing
of a legal nonconforming
sign such as this one, a
challenge would likely
arise, and the services
of an appraisal profes-
sional would be neces-
sary to determine the
value of the lost asset.


