
The retail economies of North
America, primarily the United
States and Canada, are sophisti-
cated, highly mobile, and mar-
ket-based.  Consumer interests
dominate.  Trillions of retail dol-
lars are exchanged annually.  As
a result, the variety and range of
consumer products and services
are constantly expanding, as
producers adapt and innovate to
meet demand.  Further, the eco-
nomic well-being of many com-

munities depends to a signifi-
cant degree on the success of
their commercial districts.
Retail and service businesses
provide jobs and income for res-
idents.  Commercial districts
also contribute to property- and
sales-tax bases, which make
them important revenue sources
for local governments.
Commercial speech is derived
from that commercial activity;
when commercial activity is

permitted in a zone, commercial
speech will follow that activity
– and it is necessary to sustain
that activity.  Any interference
with commercial speech has rip-
ple effects throughout the sys-
tem. 

Today, the total U.S. retail econ-
omy generates nearly $3.5 tril-
lion.  Of this total, advertising
and marketing revenues account
for approximately $500 billion.

The U.S. Retail
Economy
The Role of Signs in a Dynamic Commercial
Environment, and Site Selection and
Development Factors
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A sign’s value relies
heavily on its ability to
communicate to an
audience.  Passing
traffic provides oppor-
tunities on which only
the sign can capitalize.
As a result, the loss of
exposure to the pass-
ing motoring public is
a loss of opportunity to
conduct business.

The Signage Sourcebook



To compete against nationally recognized
retailers with large advertising budgets,
independent small businesses generally
rely on their sign to attract customers.  In
some cases, a sign may be the only visi-
ble cue that a business is there.  

1. This figure was obtained from Robert Coen, an executive and expert economist at McCann-Erickson Advertising Agency.  Coen’s fig-
ures are routinely published in the Wall Street Journal, Advertising Age, and other such respected publications.
2. The average new car in the United States travels 15,000 miles a year, with total travel for all American consumers combined equaling
1.5 trillion miles annually.  Mobility is further reflected in change-of-residence statistics.  According to 1995-96 U.S. Census Bureau fig-
ures, nearly 43 million people (or 16.33% of the total U.S. population of more than 260 million people), moved during that period.  Of
this percentage, approximately 8% moved either to a different county in the same state or to a different state.
3. U.S. Dep’t of Transportation, Bureau of Transportation Statistics, National Transportation Statistics 2001, BTS02-06, Washington, DC,
U.S. Government Printing Office, July 2002.
4. Magazine Publishers of America, SalesEdge (February 14, 2000), <http://www.magazine.org/resources/downloads/SalesEdge000214.pdf>
(statistics attributed to Automotive News Data Center, 1/10/2000).
5. Will Hemsworth II, Quotesmith.com, End-to-end buying solution delivers convenience and leads to maximum savings, News Release,
Aug. 1, 2001 <http://www.quotesmith.com/ir/releases/pr080101.html>.
6. U.S. Dep’t of Transportation, Bureau of Transportation Statistics, Transportation Statistics Annual Report 1996 (Washington, DC:
1996); U.S. Dep’t of Labor, Bureau of Labor Statistics, Consumer Expenditure Survey, 1994 and 1996.
7. Ed Sunkin, 2000-2001 Underhood Repair Market Industry Profile (Citing 1999 Automotive Aftermarket Industry Association (AAIA)
State of Industry report).
8. Will Hemsworth II, Quotesmith.com, supra.

munication and the complex
morphology of American retail-
ing prevent such a sweeping
generalization.  

Part of the reason generaliza-
tions about communication are
so difficult is that so much
depends on inferences by those
on the receiving end of the
speech.  People’s perceptions
are altered by their expectations
and their experiences, as well as
by physical variables.  The

Supreme Court case Thomas v.
Collins,9 dealt with the fine line
between commercial and politi-
cal speech, and the fact that its
delineation depends to a large
extent on the interpretation of
the listener or reader.  The Court
noted that a union organizer’s
speech could simultaneously be
perceived as solicitation, infor-
mation, public relations, and
education because it would not
be understood by all people in
the same way.

The many types of retail opera-
tions and sites range from small
independent freestanding stores
(less than 10,000 square feet) to
mass merchandisers and com-
plete category stores (greater
than 150,000 square feet), and
from central business districts
(“main” streets) to strip malls,
regional shopping centers, and
retail “clusters” that are neither
shopping center nor strip mall.
Success in this diverse environ-
ment requires a comprehensive
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Generally, only new car/light
truck sales, at $350 billion, pro-
duce significantly similar annual
revenues.1

Additionally, two important
trends have fostered significant
changes in consumer behavior:
(1) the continuing increase in
automobile use, and (2) the
increasing number of people
who are moving to unfamiliar
geographic areas for new job
opportunities, resulting in large
shifts in population.2 These

changes generate information
needs that place-based business-
es must recognize and address if
they are to remain competitive.
Nothing can meet those infor-
mation needs as quickly, safely,
and effectively as a well-
designed and well-placed on-
premise sign.  In fact, the sign
may be the key to a business’s
success.

As starting points in the quest to
understand the role of business
signage in today’s economy,

consider our own personal
observations, consumer behav-
ior, and common sense.  Most of
us recognize that business signs
help us in many ways to make
informed buying decisions.
They also help us to identify a
place we want to be, and they
guide us in getting there.  Too,
for most of us, it is equally clear
that without signage to commu-
nicate easily visible commercial
messages to passersby, business-
es are substantially rendered
invisible and are very likely to
fail.

We must move beyond personal
experience, however, to fully
comprehend and competently
analyze the economic relation-
ship between a specific sign and
the commercial activity to which
it refers.  A minimal prerequisite
is to have a basic understanding
of the larger retail and services
economy and the essential role
played by advertising – in all its
media forms – in that economy.  

Retailing and the
On-Premise Sign

Basically, on-premise business
signs constitute the most ubiqui-
tous and varied of all commer-
cial communication systems,
including television, radio, print,
direct mail, and off-premise or
outdoor advertising.  They also
serve to reinforce all other forms
of media communication, and
are capable of performing many
communication functions simul-
taneously.  It is impossible,
therefore, to look at any one
particular business site and say
“this is how signage works.”
The multifaceted nature of com-
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The Dominance of the Automobile
in the U.S. Economy

Signage appraisal can be quite difficult because of the fact
that a sign’s value relies heavily on its ability to communi-
cate to an audience.  Passing traffic provides opportunities
on which only the sign can capitalize.  As a result, the loss
of exposure to the passing motoring public is a loss of
opportunity to conduct business.  The automobile’s impact
on each business – and on the U.S. economy as a whole –
is significant.

The reason signs are effective is best understood through
an examination of the size of the automobile’s sector of our
economy:

- America’s nearly 212 million registered passenger cars,
motorcycles and light trucks travel 4 trillion miles a year.3

- Americans buy 8.7 million new cars and 8.2 million new
light trucks per year for personal use, and 39 million used
vehicles.4

- Personal automobile insurance sales total $120 billion per
year.5

- The average household spends $5640 per year to pur-
chase, run, and maintain private vehicles (compared to
$4400 for food).6

- The total motor vehicle aftermarket is $264 billion (just
less than the gross domestic product of Mexico).  Of that,
$18.5 billion is spent on tires, $109 billion on service
repair.7

- Another $120 billion is spent on personal auto insurance.8



on-premise sign.  And while
word of mouth (or referral)
remains a good way to attract
and retain new business, its
effectiveness is hampered by the
mobility of American con-
sumers, who frequently change
residences and are often unfa-
miliar with their neighbors.
Furthermore, word-of-mouth by
definition is not advertising,
since the business does not pay
for it.  While businesses are
wise to provide good service in
the hopes of generating positive
word-of-mouth, it is unwise to
rely on it exclusively as the
business does not have the abili-
ty to develop a consistent per-
suasive message aimed at build-
ing brand equity via word-of-
mouth.

At the other end of the signage-

needs continuum are businesses
that rely entirely on their sign to
stay in business.  The clearest
examples are highway-oriented
businesses, such as gasoline
service stations, fast-food
restaurants, and economy
motels, whose customers are
sometimes completely depend-
ent on signs visible from the
highway to indicate where to get
desired goods or services.  As
the automobile has come to
dominate the urban landscape,
the shift toward the “highway”
end of the continuum has been
dramatic, causing a material
impact on retail location theo-
ries.  Let’s look more closely at
how these retail strategies have
evolved and changed as increas-
ing numbers of American
motorists have redefined the tra-
ditional trade area.

Site Selection and
Development
Strategies

Generally, two retail locational
strategies dictate the direction of
site selection and development
schemes:  (1) fixed points of
origin, and (2) mobile points of
distribution.  

The fixed points strategy is pri-
marily trade-area oriented.  The
consumer moves from a fixed
and defined base within the area
to a specific retail site.  The ori-
gin of the trip may be the home,
office, school, or possibly a
local hotel or airport.  Tradition-
ally, a trade-area business
enjoyed a high repeat customer
percentage.  Based on this per-
centage, the business’s market
size or share could be reason-

Theme signage enhances both the specific
site and the overall district.  It is especially

effective in creating an aura of vitality and a
sense of “place,” as this McDonalds, located

in Chicago’s theater district, illustrates.
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and sophisticated business strat-
egy that includes not only loca-
tion and ownership variables,
but also the signage require-
ments of both the business and
its potential customers or clients.  

An effective signage program
may be relatively simple – a
freestanding sign, for example –
or more complex, reflecting the
full range of communication
devices:  traditional permanent
and temporary signage, product
dispensers and displays, a “sig-
nature” building, and other site
improvements reflecting logos,
trademarks, or other corporate
identifiers.  Clearly, the signage
needs of a small “mom and pop”
operation are radically different
from those of a national fran-
chise, such as McDonald’s.
Therefore, sign programs must
take into account the particular
message needs of both sender
and receiver, as well as the spe-

cific site variables of the individ-
ual location or facility.  

Signage Need
Variables

For illustrative purposes, the sig-
nage needs of various businesses
may be viewed on a continuum.
At one end, a local service-ori-
ented business that has an estab-
lished clientele and has been in
the same location for many years
may operate economically with
only an identification sign on the
door.  Longstanding customers
or clients can
find their way
to the location
without the
visual cues
provided by a
sign easily
seen and read
from the street.
However, if an
economic

downturn occurs in the area,
causing residents to move away,
the ability to attract out-of-area
passersby may become essential
to the business’s survival.
Conversely, even if the local
economic environment remains
stable or improves, many resi-
dents will move anyway, to be
replaced by newcomers unfamil-
iar with local businesses.  

Although area newcomers might
become aware of a business
through alternate forms of adver-
tising, such as the Yellow Pages

or newspaper
advertisements,
substitute com-
munication
devices are much
less likely to
replenish or
increase the
client pool than
an optimally visi-
ble and readable

As many as 50% of
freeway-oriented
business customers
are non-locals, who
may pass the busi-
ness only once.
Without the high-rise
sign visible to the
freeway, these busi-
nesses would be out
of sight and probably
fail.



locational strategies – the
anchor tenant may be the
intended destination, but to
reach it, the consumer must pass
smaller, specialty stores that are
designed, and signed, to capture
the impulse trade.

On a larger local scale, power
centers (commercial districts
that contain several mass mer-
chandisers), regional shopping
centers, entertainment districts,
and festival marketplaces all
serve as primary destinations.
Once there, visitors or shoppers
may travel to additional com-
mercial destinations within the
same center or nearby area.  In
effect, the primary destination
operates within a large trade
area, while “satellite” businesses
serve as points of distribution,
seeking to attract, through on-
premise signage, customers
whose chief purpose was to visit
the primary destination.

This same type of spin-off busi-
ness occurs in specific geo-
graphic locations that function
as major tourist destinations (for
example, Times Square).
Visitors not only consider the
signage in and around these
areas an important part of their
total experience, they also
respond to signage messages
that invite purchases.  In the
same manner, destination cities
such as Las Vegas or Santa
Fe/Taos use signage throughout
the city to both entertain and
invite commercial transactions.  

While destination districts or
cities must strive to meet the
signage expectations of the
thousands who visit annually,
they must also consider the sig-
nage requirements of the local
community.  Generally, all sig-
nage needs and expectations are
met by emphasizing theme
design in the controlling sign

code.  For example, all busi-
nesses in Las Vegas, casino or
otherwise, must pass rigorous
design review tests before con-
structing or placing business
signage.  Also, New York City
municipal authorities exercise
strict dominion over Times
Square signage, including impo-
sition of rigid sign size-to-site
ratio standards.  

Some businesses have adopted a
hybrid retail strategy – both des-
tination and impulse oriented.
The gasoline industry provides
one example.  Because profit
margins from gasoline sales are
often low (1% or less), many
stations add other on-site retail
services, with generally higher
profit margins, to stay in busi-
ness.  

For example, stations now offer
on-site convenience shopping
and/or car wash, auto repair, and

Specialty stores located in close proximity to an
anchor store, which is the primary destination for
consumers, can draw people to their extended
business area if their signage is visible and read-
able from the street fronting the destination store.
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10.  According to the Urban Land Institute, the ideal location for a regional, community, or neighborhood shopping center requires consid-
eration of trade-area characteristics, the income level of households in the area, competition, highway access, and visual exposure (ULI
1985).  Other essential factors in locating a retail site include population density, growth, regional exposure (that is, the site is adjacent to
a street or highway traveled by consumers from outside the immediate trade area), operational convenience, safety, and parking.

ably established.

The mobile points
strategy is based on
passing traffic.
Point of origin is
almost meaningless,
and signage – near-
ly always the total
visibility compo-
nent of the site –
becomes all impor-
tant.  Ideally, the
store will locate
next to a major
transportation
artery, where street
(or storefront) visi-
bility is optimally
available.  Single-
stop, non-repeat customers are
the norm.  Because consumers’
brand or product consumption
habits usually travel with them,
corporate or brand identification
programs featuring logo signage
enhance recognition of the
premises and often prompt the
stop.  Any repeat business is pri-
marily generated from daily
commuters.10 Outdoor
Advertising Magazine

(May/June, 1999) reported on
the National Personal
Transportation Survey – 1995
Update, showing that American
commuters are spending more
time behind the wheel on their
way to and from work.  These
commuting trips have increased
from 8.5 miles on average in
1983 to 11.6 miles in 1999.

The fixed points and mobile

points strategies
are compounded
by two substrate-
gies:  (1) impulse
stop, and (2) des-
tination or shop-
ping trip.  

The impulse stop
strategy involves
finding an oppor-
tune retail loca-
tion along the
potential con-
sumer’s pathway.
Clearly, the bet-
ter the site com-
municates com-
mercial messages
to the passerby,

the more competitive the site
will be.  

The destination/shopping trip
strategy presupposes that the
consumer’s intended destination
is the site itself.  Local mass
merchandisers, “big box” retail-
ers, and shopping centers or
malls are examples.  In fact,
shopping centers and malls uti-
lize impulse and destination

Street frontage offers a
business the opportunity to
interact with every passer-
by.  If the business does
not take advantage of this
location by installing a
well-designed sign visible
to the street, the potential
patronage of many new-
comers or non-local cus-
tomers will be lost.  These
lost sales may ultimately
represent the difference
between business success
and business failure.

Most point-of-distribution retailers are either fran-
chised or part of a regional or national chain.
Many consumer stops are made on impulse,
prompted solely by the sign and how well it rein-
forces what the consumer already knows about the
producer and product.  Without a sign that is easily
visible and readable in advance of a highway exit,
impulse stops would not occur, and the business
could fail.



cation to the local street – may
be adequate.  If, however, the
business is one of many in a
chain relying on national brand
identity to build recognition, or
even more importantly, if it is
attempting to reach a broad array
of people over a large trade area,
a location along – and visibility
from – a freeway or major col-
lector street is of high value.

Demographics play a role in out-
door advertising rates, as well.
For example, during the boom of
the dot.coms, billboard rates in
California’s Silicon Valley sky-
rocketed (the area was known
for its high
income high-
tech work-
force).  When
the bottom
dropped out

of the market, however, the rates
were reduced.  Billboard rates
are also impacted by the local
economy.  In markets other than
the largest cities, 65% to 70% of
billboard industry revenues come
from local businesses, and when
the local economy is weak,
rental rates – and sign value –
drop.  

Evolving Site
Selection and
Development
Strategies: Trade-
Area Dynamics 

Since World War II,
the combination of
the interstate high-
way system and the
increasing mobility
of consumers has

significantly changed the notion
of “trade area” for many types of
businesses.  Most notably, con-
sumer mobility has made trade
areas much larger overall.  

Today, it is estimated that
35–50% of the consumer popula-
tion shops outside the local area.
In this scenario, large segments
of the retail and service industry
now serve as “points of distribu-
tion,” where many customers at
any given point on any given
day visit the location for the
first, and sometimes the only,
time.  Applying a point-of-distri-
bution approach to the site selec-
tion process relies more on quan-
titative analysis of travel patterns
within an area and less on tradi-
tional trade area measures, such
as population and household
income.  

A sign that provides
more than name
identity may bring in
customers who
would not otherwise
stop.  The use of a
changeable-copy
sign may encourage
an impulse pur-
chase.

maintenance services.  The
secondary (or “accessory”)
services interact synergistical-
ly with the primary service to
encourage crossover shopping;
for example, a consumer will
stop for gas and then enter the
on-site convenience store to
buy a soft drink.  The combi-
nation of a primary service
generating predictable, but
low profits, with a secondary
service capable of generating
high, though less consistent
profits, maximizes the site’s
economic value and rate of
return on investment.

The Traditional
Trade Area

Geographically, a traditional
trade area generally encom-
passed a five- to 10-mile radius;
demographically, it contained a
fairly immutable mix of residen-
tial, commercial, government,
recreational, and manufactur-
ing/industrial land uses.  Site
selection and development deci-
sions by retailers were based on
the area’s boundaries, popula-
tion, consumer income levels
and spending patterns, and num-
bers of competitors (Jones and
Simmons 1990, 318).  Retailers
rarely relied on customers from
outside the immediate trade
area, who might patronize a
business only one time or infre-
quently, for revenue.  

Because retailers within the area
generally relied upon repeat cus-
tomers for business, the prudent
retailer would first obtain in-
depth studies concerning the
area before locating a store
there.  Consumer points of ori-

gin and destination were plotted,
and incomes and spending pat-
terns were researched.  If the
studies indicated the retailer’s
projected share of the market
was sufficient to operate at a
better-than-breakeven margin,
the store would open.  

The trade area concept can be
very useful to fast food or gaso-
line businesses.  For example,
someone interested in opening a
McDonald’s franchise will first
establish the number, type, and
class of households within a
demographic area; calculate the
average consumption per house-
hold; factor in total business
volume generated in the trade
area; and then determine the
share of business one might
expect to obtain.  This base sta-
tistic, coupled with careful con-
sideration of the competition,
enables the prospective fran-
chisee to determine the volume
of business necessary to support
a new store.

Economic base is frequently
discussed in connection with
trade area site selection and
development decisions.  If trade
area analysis focuses upon a
fixed or static economic base
within a defined geographic
area, the evaluation is relatively

straightforward.  In the short
run, the total demand for an
event, good, product, or serv-
ice can be established using
demographics that address the
nature and type of household
income.  With consumer
spending accounting for two-
thirds of the present economy,
demographic studies constant-
ly gain new significance and
sophistication.  

For example, Home Depot Inc.,
which relies upon such demo-
graphic studies, will initially
open a store in a perimeter (sub-
urban) area of about 100,000
households, which are 75%
owner occupied and have a
median income of $45,000 per
household.  The store will be
expected to gross annually $50
million or $400 per square foot.
If store sales fail to increase
enough to keep pace with infla-
tion, Home Depot will open
smaller stores within the trade
area to offset costs of consumer
resistance.

The value of a business location
– and its sign – is affected by
the demographics of the people
passing the site on the street.
For example, a street with fewer
cars traveling on it is more like-
ly to be carrying people who
live or work in that particular
neighborhood.  Freeways and
streets with high levels of traf-
fic, on the other hand, will typi-
cally carry a broader demo-
graphic mix of people.  If a
business is intended to serve a
very localized trade area and/or
narrow segment of the popula-
tion, it’s location on a local
street – and its sign’s communi-

Business signs help us in
many ways to make informed
buying decisions.
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In terms of signage, retailers
that function as points of distri-
bution must capture consumers
who are traveling between desti-
nations in order to stay in busi-
ness.  As a result, these retailers
generally rely more on signage
than do local merchants or serv-
ice providers with whom con-
sumers have regular visual con-
tact.

Given today’s commercial envi-
ronment, however, even the
local shopkeeper or sole propri-
etor requires legible, conspicu-
ous on-premise signage visible
to the street.  If such signage is
lacking, local businesses will
lose a large segment of the mar-
ket consisting of non-local and
newcomer consumers.  The loss
of these “unfamiliar” potential
customers may be as high as
50% of the total mobile cus-
tomer pool.11 Additionally, local
potential consumers may be lost
because many of them, possibly

as many as 85%, travel outside
the trade area daily and buy
products and services elsewhere.
If the local merchant’s sign
lacks visibility, the local con-
sumer may forget the business is
there – or worse, never notice it
in the first place.12

Generally speaking, regardless
of the type of business involved,
most business strategies are pat-
terned on what works for the
outdoor advertiser in terms of
exposures to the public and
branding of the site.

Because everyone who lives or
works in a trade area routinely
does not shop there, it is nearly
impossible, statistically, to pre-
dict business volume for either a
single site or the total trade area.
The variables created by con-
sumer mobility also have made
on-premise signage increasingly
important to businesses across
the board.  Often, without ade-

quate on-premise signage, a
business will cease to be a fac-
tor in the marketplace – and
ultimately, may fail.  

Simply stated, trade areas are no
longer static.  Instead, they are
dynamic and fluid, with con-
stantly changing borders and
population.  As a result, the task
of drafting responsible signage
valuations requires a rethinking
of historic perspectives of the
communication needs of the
community and its business dis-
tricts.  In an automobile-domi-
nated world, business signs play
a critical role.  The modern
appraiser understands this, and
always keeps both the present
and projected course of retail
dynamics in mind when juxta-
posing economic reality and
business goals in the final
appraisal analysis.

The Role of On-
Premise Signage 
in Business
Ownership and
Management
Models

The American business system
is not only highly competitive,
but also extremely varied, par-
ticularly in terms of types of
ownership and operation.  One
cannot determine the value of
on-premise business signage,
and the effect of regulation
upon certain businesses, without
some background knowledge of
certain discrete segments of the
retail marketplace.  

Franchising represents one sec-
tor that is often misunderstood.
Since its advent, franchising has
increasingly diversified the
American retail economy – and
intensified the difficulty in com-
prehending it.  A comparison of
two operations in the fast-food
(or “quick-service food”) seg-
ment serves to illustrate the
variation and subtlety of the sys-
tem.

1.  Product Franchisers

McDonald’s and Subway are
product franchisers.  In this cat-
egory, franchisers retain consid-
erable power over their fran-
chisees, particularly with respect

to operational management and
quality control.  

In the McDonald’s franchise
system, the parent company
exercises nearly absolute propri-
etary control.  The franchisee
cannot own the underlying real
estate (McDonald’s owns 95%
of the real property of its sites)
and must rigorously conform to
certain standards and protocols
that dictate not only the type of
product and the manner in
which it will be served, but also
the type and manner of on-site
improvements and signage.  
Conversely, Subway, while exer-
cising control over product,
allows its franchisees to control
the type of building that will
house the franchise and the
store’s “trade dress,” with the
exception that the corporate on-
premise signage package must
be used somewhere on site.13

2.  Business-Format
Franchisers

If diversity in the product fran-
chise system is not enough,
the business-format franchiser
is entirely different from either
a Subway or McDonald’s fran-
chise.  

In most cases the business-for-
mat franchiser permits use of
existing buildings and reten-
tion of real-property owner-
ship, while providing national
major media advertising and

marketing programs in exchange
for 10–20% of gross revenues
(the figure varies per franchis-
er).  In this sense, the original
small business owner and his or
her business are preserved (for
example, a local motel or muf-
fler shop), with the only changes
being ones of visual image and
access to regional or national
advertising.  In the face of
severe sign size limitations and
perhaps “mere survival” circum-
stances, these changes are espe-
cially beneficial.  In such situa-
tions, the only drawback to fran-
chising is that business revenues
must increase enough that the
franchisee can afford the per-
centage of gross volume due to
the franchiser.  However, an
effective on-premise signage
program, in tandem with major
media advertising, will usually
bring in the necessary additional

McDonald’s routinely utilizes
the full spectrum of on-prem-
ise signage, including logo
prominence and a signature
building. It has become so
familiar that even at night
McDonald’s is easily recog-
nized.
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For stores that rely on
single stop, non-
repeat customers, the
site’s visibility com-
ponent becomes all-
important.

11. See Chart, p. 44.
12. A retail site’s visual exposure and access are particularly important in providing drivers enough time to react quickly and safely.  A site
with good visibility is one that a consumer can see with sufficient lead time to make appropriate driver decisions, should the driver wish
to enter the premises.  A site with good accessibility is one with clearly marked entrances and exits that permit drivers and pedestrians to
move safely and easily into the parking lot and into the store.  Specific sites that are considered preferable from an access standpoint are
far corners on main roads and sites to which entrances are not hampered by median strips.  Sites that are considered less than ideal in
terms of location are those on the insides of curves, at odd-shaped intersections, and some mid-block parcels (Salaneschi 1996).
13. McDonald’s has approximately 12,000 retail sites in the United States; Subway, 10,800; Burger King, 6,900; Dairy Queen, 5,800; and
Wendy’s, 4,600 (of which 900 are company owned).  While occupying only 3% of the quick service food segment of the market,
McDonald’s enjoys 7% of the segment’s total volume.



14.  56 Cal. App. 4th 1312 (1997).

Because long-term demographic
stability is so conjectural and the
American consumer is so
mobile, this book addresses the
need to go beyond trade-area
theory when assessing a subject
site’s visibility requirements.
Certainly, when determining
whether a commercial site is
capable of attaining (or retain-
ing) highest and best use (see
sidebar), appraisers are well
advised to carefully research
permissible sign size, lighting,
placement, copy, and design
under the controlling code.  A
good general rule to follow is
this:  if the subject signage – in
all or most of its components –
is responsive to trade area
dynamics and communication
needs, highest and best use has
been attained.  Conversely, sig-
nage that merely provides an
index for locals reflects static
trade area theory, and generally
proves inadequate to fulfill its
communication purpose.

A Case in Point 

The importance of a single on-
premise sign to point-of-distri-
bution retailers was the subject
of a seminal California case,
Denny’s Inc. v. City of Agoura
Hills.14

Agoura Hills is a picturesque
suburban community situated in
the foothills of western Los
Angeles County.  The Ventura
Freeway, a major, high-volume
freeway that is part of U.S.
Highway 101, bisects a portion
of the city.  The city desired to
enhance its visual aesthetics – a
purpose generally within local
police powers.  As a part of its
enhancement program, the city
enacted a sign ordinance that,
among other things, prohibited
all pole signs, with the excep-
tion of a few that were six feet,
or less, in height.

The affected business propri-

etors identified by the city as
being in violation of the ordi-
nance exhibited traditional pole
signs.  The signs announced the
location of the business by name
and/or logo and considerably
exceeded the new height limit.
Under the sign ordinance, the
pole signs became nonconform-
ing on March 20, 1985, and fol-
lowing an amortization period of
eight years, were subject to
removal on March 20, 1992.
During the amortization period,
the affected businesses repeated-
ly applied for zoning variances
or exceptions, and were repeat-
edly turned down.  Litigation
ensued.  

The businesses alleged that the
city’s sign ordinance violated
Section 5499 of the California
Business and Professions Code,
which essentially prohibited the
removal of any on-premise sign
on the basis of height or size if
topographical circumstances
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customers and dollars.  

Because ownership and manage-
ment controls differ from fran-
chisee to franchisee, one cannot
generalize about how much
commercial speech a particular
franchisee needs to be success-
ful, or how the franchise system
will respond to restrictive regu-
lation.  In communities that
strictly limit sign size or restrict
sign content, or both, the fran-
chise may forgo creative sign
design in exchange for standard-
ized corporate signage.  Such
signage enjoys near instant
recognition by a majority of
consumers, often without the
business displaying anything

other than a small corporate
logo sign, perhaps reinforced by
“signature/trademark” building
site design.  

Impacts of Signage
Regulation 

When using trade-area theory to
determine sign size and place-
ment parameters sufficient to
satisfy the communication needs
of both the business owner and
the consumer, many land use
planners commonly argue that
limiting sign size will not
adversely impact local business.
To such planners, local business-
es need only be “indexed”
because, they reason, local con-

sumers are familiar with the
products and services locally
offered and how to access them,
and so do not need signage for
guidance.

What is unrecognized in the
index theory of sign regulation,
however, is that even in the
most demographically stable
area, at least 30% of trade is
likely to be generated by out-of-
area consumers who are just
passing through.  These con-
sumers will not stop unless sig-
nage can be seen and read in
time to both (1) reach a deci-
sion, and (2) safely make any
traffic maneuvers necessary to
stop.

Highest and Best Use

Jeffrey D. Fisher, in his book The Language of Real Estate Appraisal, defined “highest and
best use” as “The reasonable and probable use that results in the highest present value of
the land after considering all legally per-
missible, physically possible and eco-
nomically feasible (broken into two
issues) uses.”

The Appraisal Institute in its glossary lists
four criteria property must meet in order
to achieve its “highest and best use,” and
these criteria should be evaluated as the
land is improved, as well as if the land
was vacant:  “legal permissibility, physi-
cal possibility, financial feasibility, and
maximum profitability.”

When a sign erected legally becomes
non-conforming under a newly adopted
code, it is usually termed “grandfa-
thered,” or classified as a “legal non-con-
forming use.”  In such a case, its value is
generally figured as though it was a
legally permissible use.

The U.S. Retail Economy

The signs of Agoura Hills’ litigants provided important information to drivers who, for exam-
ple, might be getting low on gas or experiencing engine trouble, or might wish to get some-
thing to eat before continuing their journey.  In response to questionnaires concerning how
they first became aware of a business and why they stopped, many customers added com-
ments noting their appreciation for the signs as “friendly beacons,” offering both a point of
reference (to assist in wayfinding) and a point of distribution or purchase (to satisfy an
immediate consumer need).



motorists.  Neither could the
business premises be seen until
it was too late to safely exit the
freeway.  Thus, forced removal
of the offending pole sign would
render the site essentially invisi-
ble and incapable of attracting
the freeway motorist impulse
buyer.  

The Agoura Hills Burger King
and its sign were specifically
built to service Ventura Freeway
motorists, and its profit structure
was designed with that in mind.
Corporate field studies found
that nearly 60% of the store’s
business was attributable to its
on-premise sign.  Even after fac-
toring down the potential loss in
business attributable to loss of

the sign from 60% to 37.5% (a
compromise “averaging” of
Burger King’s data and that of
the city’s expert), corporate
accountants found that the fran-
chisee would lose a profit of $2
million over a 15-year period,
the term left on the lease at the
time of controversy.  Using the
higher 60% business loss calcu-
lation – a calculation the corpo-
ration believed more accurate –
the lost profit would equal $3.2
million.  Due to the reasonably
foreseeable near-immediate
downturn in impulse trade upon
removal of the sign, most of the
revenue loss would occur in the
first one to two years, almost
certainly driving the franchisee
out of business long before the

lease expired.  

A comparison was also made
between the Agoura Hills
Burger King and another Burger
King in Camarillo, a few miles
farther down the freeway.  As
with the Agoura Hills site, the
Camarillo premises were not
visible from the freeway, and
although the store had a pole
sign, the sign was visible only to
southbound traffic and could not
be seen until the motorist had
passed the appropriate exit.  

Because of both lack of visibili-
ty and ready access from the
freeway, the Camarillo Burger
King relied much more on the
local population and local

Some businesses have adopted a strategy that involves both
destination and impulse orientation.  The combination maximizes
the site’s economic value and investment return by combining
the predictable, low profit primary service income with the high
(though inconsistent) income from the secondary service.
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15. Section 5499 of the Code states:  “... no city or county shall require the removal of any on-premises advertising display on the basis of
its height or size by requiring conformance with any ordinance or regulation introduced or adopted on or after March 12, 1983, if special
topographic circumstances would result in a material impairment of visibility of the display or the owner’s or user’s ability to adequately
and effectively continue to communicate with the public through the use of the display.  Under these circumstances, the owner or user
may maintain the advertising display at the business premises and at a location necessary for continued public visibility at the height or
size at which the display was previously erected and, in doing so, the owner or user is in conformance.”
16. In response to the city of Agoura Hills’ argument, the trial court stated:  “Just how commercially effective signs may be at other loca-
tions is not directly relevant here ... vigorous business and healthy sales [of third party businesses] ... may be generally true [b]ut that is
not the statutory test.”

would materially
impair the visibility of
a conforming sign or
impair the sign user’s
ability to adequately
and effectively contin-
ue to communicate
with the public through
use of a sign conform-
ing to the new code.  If
impairment of visibility
or communication
would result as a con-
sequence of enforcing
the ordinance, the orig-
inal sign could remain
and would be deemed
conforming, as a matter
of law.  

Section 5499 con-
trolled all sign ordi-
nances adopted after
March 12, 1983.  The city’s
ordinance was enacted in 1985;
thus, the affected business estab-
lishments and their signs all pre-
dated enactment.15

Based on Section 5499 and its
preemption of local law, the
businesses requested an injunc-

tion against city enforcement of
the ordinance against them.  The
city concurred that the state
code applied to its ordinance,
but countered, as a defense, that
other merchants in the area with
conforming signs were enjoying
vigorous business and healthy
sales.  The trial court rejected
this argument.16

One of the busi-
nesses affected by
the city’s ordi-
nance was a
Burger King fran-
chise located adja-
cent to the Ventura
Freeway.  The sub-
ject’s pole sign
was highly visible
to potential cus-
tomers traveling
north or south on
the freeway.
Traffic counts
showed that 88%
of those vehicles
passing the restau-
rant did so via the
freeway; the other
12% passed by on
local frontage

roads.  

Due to surrounding topographi-
cal circumstances (the business
site was lower than the free-
way), a sign of the type and
height required by the ordinance
could not be seen by either
northbound or southbound

Century 21 is one
example of the busi-
ness format franchiser.
When becoming part
of the franchise, the
original small business
owner and his or her
business are pre-
served, with the only
changes being ones of
visual image and
access to regional or
national advertising.

Even in the most demographically stable area,
30% of trade is likely to be generated by out-
of-area consumers who are just passing
through.  They will not stop unless the sign can
be seen and read in time to both decide to
stop and safely maneuver through traffic.



trial court clearly paid attention
to the economic research and
data submitted not only by the
affected businesses, but also by
the city’s own expert, who
agreed that significant losses in
customer base and business rev-
enues would result from the loss
of signage.19 

In the Agoura Hills Burger King
case, lack of freeway visibility
of the premises itself precluded
the business from overcoming
the sign height restriction by
alternate forms of signage.  Had
a signature building, for exam-
ple, been a viable alternative (if
the site itself were effectively
visible to the freeway, it may
have been), the Agoura Hills
Burger King and other freeway
merchants similarly situated and
adversely impacted by the city’s
height restrictions may not have
litigated for 10 years – years that

were costly to both the business-
es and the city. 

In our consumer based market
society, on-premise signage is a
critical tool that must be avail-
able to retail merchants to effec-
tively communicate with
passersby.  The Agoura Hills
court case highlights the impor-
tance of on-premise signage to
retailers who depend on the
place based commercial commu-
nication system along our road-
ways – and demonstrates that
courts will provide judicial relief
to prevent damage to such busi-
nesses based on unjustified,
unsupported, restrictive, munici-
pal regulation.

Testing the Positive
Economic Impact
Hypothesis

Some sectors of the planning

community espouse the hypothe-
sis that the strict control of sig-
nage as to size, height, place-
ment, letter size, color, lighting,
and other design elements has a
“positive” economic impact on
real estate value.  Bass &
Associates, a certified appraisal
firm in Sarasota, Florida, set out
to test this hypothesis.  What fol-
lows is by no means a definitive
study, but it certainly serves as a
preliminary test of this hypothe-
sis.

The firm believed the most
direct and reliable method for
testing the hypothesis would be
to select a class of property, then
select two locations in separate
jurisdictions with two substan-
tially different sign codes.  The
test was performed on two sig-
nificantly different classes or
property, in two substantially dif-
ferent jurisdictions, with equally

frontage road traffic
than the Agoura
Hills store, and not
surprisingly, its
sales were only 48%
of the sales
achieved by the
Agoura Hills site.
The difference in
volume tended to
support a finding
that up to 60% of
the sales of the
Agoura Hills Burger
King flowed from
its visibility to traf-
fic in both direc-
tions for distances
great enough to pro-
vide ample time for the unfamil-
iar driver or impulse purchaser
to exit safely.  Additionally, the
Camarillo location was consid-
ered trade-area oriented, while
the Agoura Hills franchise was
strictly “point of distribution” or
freeway oriented, and thus
expected to draw only a small
percentage of the local con-
sumer pool.

The studies and surveys provid-
ed by all other litigants similarly
found that extensive adverse
impact to business revenues and

profits would result if their pole
signs, visible to the freeway,
were removed.  Among these
were McDonald’s and Texaco.17

The trial court concluded that
enforcement of the ordinance
would result in a material
impairment of all plaintiffs’ abil-
ity to communicate adequately
and effectively with the public
due to topographical conditions.
These conditions included trees,
hills, concrete highway struc-
tures, other buildings, utility
poles and wires, vehicles travel-

ing the freeway, and
any other visual
impediment other
than the natural lim-
its of human eye-
sight.18

The court then ruled
that the attempted
enforcement of the
city’s ordinance vio-
lated the Business
and Professions
Code.  It ruled that
plaintiffs could keep,
maintain, and exhibit
the disputed signs at
their respective busi-
ness premises; that

such signs would be deemed in
conformance; and that the city,
because of its “wrongful and on-
going conduct,” was perma-
nently enjoined from enforcing
the ordinance against the plain-
tiffs.

On appeal by the city, the appel-
late court affirmed the trial
court’s decision, deciding the
case on the narrow question of
“material impairment of visibili-
ty,” without reaching the issue
of commercial impact by the
city’s ordinance.  However, the

A very large percentage of freeway-oriented
business flows from its visibility to traffic in
both directions for distances great enough to
provide ample time for an unfamiliar driver or
impulse buyer to exit safely.
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17. Plaintiff Agoura Restaurants, Inc., dba McDonald’s, is located adjacent to a freeway off-ramp and uses a 75-foot pole sign displaying
its name and logo to signal potential customers.  The trial court found that the restaurant is heavily dependent on freeway traffic for its
customer base, and that no sign or display conforming to the city’s ordinance would be visible to freeway motorists “at a safe and reason-
able decision point for the off-ramp.”  Further, the trial court found that removal of the pole sign would result in an immediate gross rev-
enue loss to the restaurant of 35%; a similar loss was found likely for the Texaco station upon removal of its sign.  In Texaco’s case, the
predicted loss in dollars amounted to $336,000 the first year of sign takedown.  For the McDonald’s restaurant, the first-year predicted
loss averaged $1.1 million, based on a 35% reduction of pre-litigation gross revenues of $2.7 million a year.  Corporate researchers calcu-
lated that the first-year loss would rise to $2.3 million (or 85%) within five years as non-local motorist recall of the site diminished.  Such
losses would force the restaurant to close.
18. The trial court determined that the state code’s statutory language minimally required “a circumstantial analysis of not only the simple
visibility of the sign, but also whether the sign will be noticed [emphasis in original], and the message imparted to the viewer’s brain ...
[T]he additional circumstances bearing on noticeability or perceptibility would include the origin and nature of the customer base and
buying motivation, general visibility in the area, the high-speed, high-volume nature of the freeway, location of decision points for
motorists along the freeway, identification time and reaction time, and time to make safe lane changes.”
19. The trial court found “... as to each of the plaintiffs, there would be a material impairment of the commercial effectiveness of a con-
forming sign ... [because] each of the businesses relies on its existing sign to attract customers ... substantially ... from the freeway.”
Significantly, none of the trial court’s findings, including those regarding plaintiffs’ research, were overruled or otherwise excepted by the
appellate court.

Commercial speech is derived
from commercial activity;

when commercial activity is
permitted in a zone, commer-

cial speech will follow that
activity - and it is necessary
to sustain that activity.  Any

interference with commercial
speech has ripple effects

throughout the system.



tion for more infor-
mation on the reasons
why commercial
speech cannot be
restricted when no
provable benefit will
result.)  

The appraiser, on the
other hand, might say,
“What would those
properties be worth if
they could have ade-
quate signage, and if
people could see the signs?”
Based on its previous research
(some of which is discussed
later), the firm concluded that if
the sign code had any impact on
Worth Avenue in the Palm
Beach, it was likely to be a neg-
ative one due to a lack of sig-
nage.  

Comparative Analysis #2:
Lake City versus Sarasota

The next analysis involved two
interstate interchange locations
along the west coast of Florida.
The first location is Lake City,
Exit 82, the first urbanized inter-
change as one enters Florida
along I-75 and the last as one
leaves Florida heading for
Atlanta and beyond.

This interchange has 23 motels
with a total of 1,654 rooms, and
a wide range of sit-down and
fast food restaurants including

Texas Roadhouse, McDonalds,
Wendy’s, Pizza Hut, and Waffle
House, among others.  Gasoline
service stations include
Standard, Exxon, Texaco, and
many others.  Businesses locat-
ed at the interchange have 25 to
100 foot tall signs, entrance
signs, directional signs, and
more.  One motel has five signs:
a pole sign, a marquee sign, and
entrance signs, as well as wall
signs.  Competition for busi-
nesses at this interchange is very
tough for motels, restaurants and
especially for fuel service.21

The matched pair comparable
location the firm chose was I-
75, Exit 38 in Sarasota County.
The interchange location has
one motel, two service stations,
several full service restaurants
and fast food restaurants, along
with some typical shopping cen-
ters and even a hospital.  But it
has no pole signs at all.  In fact,

the only signs at this
interchange are a few
low profile entrance
signs, marquee signs,
wall signs, and identi-
fication signs.  Signs
are subject to signifi-
cantly more regulation
in Sarasota than in
Lake City.

For both locations, the
firm found vacant
commercial land for

sale to be developed for uses
such as motels and convenience
stores with accessory fuel
pumps.  For this study, the firm
focused on motels.    They
examined average daily room
rates, traffic counts on the inter-
state, competition along the
interstate corridor, the tax base
of each county, and other similar
uses in the same market.22 The
firm found no difference in
value between the two areas,
despite the restrictive sign
code.23

As in the first comparitive
analysis, this analysis revealed
that the restrictive sign code in
Sarasota County did not posi-
tively impact the economic
value of the area’s businesses.  

The freeway-oriented businesses at this exit
in Sarasota County cannot be seen from the
freeway because they are not allowed to
erect high profile pole signs.
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20. Richard Bass is from Sarasota and has conducted numerous real estate appraisals of properties on St. Armands.  He is also knowledge-
able of properties on Worth Avenue, having conducted specialized land use studies for the Town of Palm Beach.
21.  One of the reasons Bass & Associates chose this interchange was that the firm had specific knowledge of real estate values there, hav-
ing already conducted another case study in the same area.
22. This must be done in order to form a comparative basis for each motel’s market area.
23. Price and Value are specific appraisal terms and are two different things.  Price is defined as the amount a particular purchaser agrees
to pay, and a particular seller agrees to accept, under the circumstances surrounding their transaction.  Value is defined as the monetary
worth of a property, good or service to buyers and sellers at a given time; it is also the present worth of the future benefits that accrue to
real property ownership.  While the per-room price of one location’s motels may be higher than the per-room price of another’s, other fac-
tors must be accounted for, such as the cost of living index for both communities.

different economic bases.

Comparative Analysis #1:
Worth Avenue versus St.
Armands Circle

The first comparison involved
the two very high-end commer-
cial nodes of Worth Avenue in
the Town of Palm Beach and St.
Armands Circle in Sarasota.20

Both of the commercial nodes
are small geographical areas.
Both are very high-end with
respect to products sold, to
property value and for rents.
With respect to the types of
retail establishments, they both
advertise internationally and
people come from around the
world to shop at both locations.
One of the locations is on the
east coast of Florida and one is
on the west coast of Florida.
Both are located in barrier
island communities.

The Town of Palm Beach has a
much more restrictive and limit-
ing sign code.  If one was stand-
ing in the middle of Worth
Avenue, no signs would be visi-
ble except those within a direct
line of sight.  All signs are wall
mounted, flush with the wall’s
surface.

By contrast, St. Armands Circle
has signage visible from most
any location on the circle,
including wall signs, awning
signs, overhead hanging signs,
and others.  In addition, to fur-
ther enhance commercial identi-
fication the St. Armands
Merchants Association erected
site map director signs.

Rental rates for a 2,000 square
foot retail space with direct
frontage on either Worth Avenue
or St. Armands Circle are in the
range of $75 to $80 per square

foot on a triple net basis.  To
buy the same 2,000 square foot
space would cost $1.1 million to
$1.3 million.  In fact, both loca-
tions are essentially equal in
value.

Based on rents being obtained,
and based on sales of improved
properties, Bass & Associates
could find no measurable impact
on value due to the sign codes,
nor could it find any “enhance-
ment” in value due to the more
restrictive sign code of the Town
of Palm Beach.

At this point, a planner might
say, “See.  A restrictive sign
code does not impact business-
es.”  That is, of course, an
important point.  In this case,
the restrictive code in Palm
Beach did not have a positive
economic impact.  (See the
Valuation and Evaluation sec-

The businesses in St. Armands Circle (below, left) in Sarasota benefit from signage that is
visible from most any location on the circle.  But Palm Beach’s more restrictive sign code
means the businesses on Worth Avenue (below, right) are less visible.


