
The Highway Acts

In the 1958 National System of
Interstate and Defense
Highways Act (Bonus Act), out-
door advertising through the
medium of what is commonly,
but inaccurately, referred to as
“billboards” was singled out for
special treatment under eminent
domain laws.1 In significant
part, the Interstate Act required
strict regulation, and in some
cases removal, of outdoor adver-
tising structures within 660 feet
of the rights of way of interstate

highways.  This legislation was
essentially the first incursion by
the federal government into
local land use planning and zon-
ing.2

To encourage rapid compliance
and protect the investment in the
interstate system, Congress
passed the 1958 Bonus Act.
This act was designed to per-
suade the states to quickly enact
comprehensive legislation by
paying a “bonus” of one-half of
1% in federal highway funds to
states that complied.  The

national standards limited signs
on the interstate system to four
categories:  (1) directional and
official signs; (2) signs advertis-
ing the sale or lease of the prop-
erty upon which they were
located; (3) signs advertising
activities within 12 miles; and
(4) signs providing “information
in the specific interest of the
traveling public.”  All other
signs, with the exception of
signs in incorporated municipal-
ities and those in unincorporated
industrial and commercial areas,
were considered nonconforming,
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Symbols are very powerful
advertising tools.  Easily rec-
ognized graphics can
enhance readability and com-
municate much information in
an instant.  If the specific
graphic is copyrighted, how-
ever, it cannot be used with-
out the permission of the
copyright holder.  Without
that permission, the sign user
could face a very expensive
lawsuit.

1. The term “billboard” stems from the early practice of posting “bills” or “posters” on buildings, and later on wooden structures, to
announce or advertise events, or the sale of services or products.  Today, most outdoor advertising structures are constructed of metal and
display either a 30-sheet poster (the majority) or a bulletin consisting of a vinyl canvas bearing the advertising message.  This canvas is
stretched across the structure much like a painting on a frame.  See also Chapter 6:  “Appraising the Economic Value of Off-
Premise/Outdoor Advertising Signs.”
2. See ch. 462, section 108(a), 70 Stat. 374, 378 (repealed 1991).
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could opt for loss of a significant
percentage of federal highway
funds if it didn’t want to comply
with the amendment.9 Today, all
states are in compliance with
respect to outdoor advertising;
however, some still attempt to
justify amortization in regulatory
schemes controlling on-premise
signage.

The preceding history shows that
the regulation of outdoor adver-
tising adjacent to interstate and
national highway systems has
evolved to the point that “aes-
thetics” is now the driving force.
It should be noted, however, that
all of the court decisions allow-
ing aesthetics as a basis for sign
regulation pertained to interpre-
tation of the
Highway
Beautification

Act and thus have been applied
solely to outdoor advertising.
No caselaw exists to support the
use of aesthetics as justification
for regulation of on-premise sig-
nage, which is specifically
exempted from the Highway
Beautification Act.

Traditional eminent domain rea-
sons for condemning outdoor
advertising structures along
highways remain much the same
(for example, to complete
improvements, such as road or
lane widening).  Whatever the
reason behind required removal,
however, compensation must be
paid.  The only issue is “how
much,” as determined by federal
appraisal standards, and in

accordance with
federal compen-
sation law.10

Federal Trademark
Law: Equal
Protection for All
(The 1958 Lanham
Act)

The federal Lanham Trademark
Act (15 U.S.C., § 1051, et seq.)
protects federally registered
names, marks, emblems, slogans,
and colors, if included in the reg-
istration.  It also prohibits regu-
lators from requiring the alter-
ation of a registered mark.  The
first clause of Section 1121 (b)
of the Lanham Act reads as fol-
lows:

No state or other jurisdiction
of the United States or any
political subdivision or any
agency thereof may require
alteration of a registered mark,

In 1978 Congress
required the payment
of just compensation
for removal of outdoor
advertising structures
along interstates and
national highways.

even though erected legally pur-
suant to permit.3

Importantly, under the Bonus
Act it was not mandatory that
states remove existing noncon-
forming outdoor advertising
signs; however, if a state did
agree to comply with the nation-
al standards, it would receive
federal funds for the purpose of
paying compensation for the
state’s acquisition of the “right
to advertise” within the con-
trolled area.  

During the next few years, sev-
eral states engaged in attempts
to avoid paying just compensa-
tion for the removal of previous-
ly legal outdoor signage, gener-
ally relying upon the proposition
that the signs were merely per-
sonal property, so the owners
were not entitled to compensa-
tion.  These attempts were rou-
tinely rejected by many state
courts, which generally held that
existing signs, no matter their
property “category,” represented
a vested property interest and
were removable only with pay-
ment of compensation measured
as both the fair market value of
the sign and the property rights
taken.4

In 1965, Congress passed the

Highway Beautification Act.5

This act required all states to
enact legislation controlling out-
door advertising on both inter-
state and federal-aid primary
highways.  The carrot used to
induce conformity this time was
not a bonus, but a threat that any
state not in compliance would
lose a portion of federal high-
way funds.  Not surprisingly,
nearly all states were in compli-
ance by the end of 1972; those
not in compliance lost 10% of
federal highway funding.6

The 1965 act did not contem-
plate removal without compen-
sation to either the owner of the
sign or the owner of the land
upon which the sign was locat-
ed, or both.  The act went to
some length to define which
signs were entitled to compensa-
tion:  those lawfully in existence
on the date of enactment
(October 22, 1965); those law-
fully on any highway made a
part of the interstate or primary
system on or after the date of
enactment and prior to January
1, 1968; and those lawfully
erected on or after January 1,
1968.  

In the 1974 Highway
Beautification Act Amendment,
the “just compensation” lan-

guage was changed to simply
provide that “just compensation
shall be paid upon the removal
of any outdoor advertising sign,
display, or device lawfully erect-
ed under State law.”7

To avoid paying monetary com-
pensation, many states labeled
the subject signs “nuisance per
se” (as opposed to “nuisance in
fact”), and under the umbrella of
“police power,” decided that
permitting a subject sign to
remain for a certain period of
time before demanding its
removal was compensation
enough.  This arrangement is
referred to as “amortization.”  

In 1978, Congress reacted to the
inequities of amortization by
amending the first sentence of
subsection (g) of the Highway
Beautification Act to read, as it
does today:  “Just compensation
shall be paid upon the removal
of any outdoor advertising sign,
display, or device lawfully erect-
ed under State law and not per-
mitted under subsection (c) of
this section, whether or not
removed pursuant to or because
of this section.”8 This amend-
ment effectively put an end to
both nuisance per se and amorti-
zation theories of compensation
avoidance, although a state
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3. See Pub. L. No. 85-767, section 1, 72 Stat. 904 (1958) (codified as amended at 23 U.S.C., section 131).
4. See City of Buffalo v. Michael, 262 N.Y.S. 2d 441, aff’d, 16 N.Y. 2d 88 (N.Y. 1965) for an example opinion; see also State Highway
Dept. v. Branch, 222 Ga. 770, 152 S.E. 2d 372 (1966).
5. See Pub. L. No. 89-285, Title I, § 101, 79 Stat. 1028 (1965) (codified as amended at 23 U.S.C., section 131).
6. South Dakota was determined to be making only a nominal attempt to comply, and in a seminal federal case, was penalized by losing
10% of its federal highway funds.  See State of South Dakota v. Volpe, 353 F. Supp. 335 (D.S.D.  1973).
7. See Pub. L. No. 93-643, section 109, 88 Stat. 2284 (1975).
8. See Pub. L. No. 95-599, Title I, § 122(a), 92 Stat. 2700 (1978) (codified as amended at 23.U.S.C., section 131 (g); see also, § 122(b)
which amended subsection 23 U.S.C., section 131 (k).
9.  The federal government redesignated federal roads in 1991, creating the National Highway System.  The Highway Beautification Act,
as amended, continues to apply to the original highways and any other highways now on the National Highway System.  See Title I, §
1046(b), 105 Stat. 1995 (1991).
10. See Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970, Pub. L. No. 91-646, 84 Stat. 1894 (1971)
(codified as amended at 42 U.S.C., section 4601, et seq.).



modity by potential customers,
then it must have a uniform
appearance, not only in design,
but also in color.14 Further, the
Court stated, if customers were
to see a store with a pink and
white sign instead of the nation-
ally recognized blue and yellow
torn theater ticket, they might
think that the store was not a
real Blockbuster store.15

With respect to Blockbuster’s
request to construct its blue
awning, the Court did not
extend protection under the
Lanham Act to the request, find-
ing that “[a] zoning ordinance

may, however, preclude the dis-
play of a mark...[p]recluding
display of a mark for zoning
purposes is permissible; requir-
ing alternation of a mark is
not.”16

Although the Ninth Circuit
Court deferred to what it
believed was the “plain mean-
ing” of the Lanham Act in the
Blockbuster case, a correct inter-
pretation of the Act is not yet
settled, as evidenced by a case
arising in the Western District of
New York — Lisa’s Party City,
Inc. v. Town of Henrietta.17

In this case, the Second Circuit

Court relied extensively on leg-
islative history and determined
that Congress never intended
that section 1121(b) should
interfere with uniform aesthetic
zoning requirements, so long as
the subject ordinance did not
require actual alteration of the
trademark.  Therefore, the Court
held that an ordinance limiting
sign color, typefaces and decora-
tive elements for aesthetic rea-
sons was not in violation of the
Lanham Act.  In so ruling, the
Court found that the subject reg-
ulations “simply limit color
typefaces and decorative ele-
ments to certain prescribed
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11. 466 F. Supp. 177 (N.D. Ohio 1979).
12. Id. at 180.  See also Texas v. Johnson, 491 U.S. 397, 414 (1989), stating that “[o]ne bedrock principle underlying the First Amendment
is that government cannot prohibit expression of an idea simply because society finds [it] offensive or disagreeable.”
13. 141 F. 3d 1295 (9th Cir. 1998).
14. For example, customers recognize a particular brand of insulation by its pink color; see In re Owens-Corning Fiberglas Corp., 774 F.
2d 1116, 1127 (Fed. Cir. 1985).
15. Id. at 1300.
16. Id. at 1300; emphasis added.
17. 185 F. 3d 12 (2d Cir. 1999).

or require that additional
trademarks, service marks,
trade names, or corporate
names that may be associated
with or incorporated into the
registered mark be displayed
in the mark in a manner differ-
ing from the display of such
additional trademarks, service
marks, trade names or corpo-
rate names contemplated by
the registered mark as exhibit-
ed in the certificate of regis-
tration issued by the United
States Patent and Trademark
Office. 

While it is well accepted that a
governing entity may regulate
signs (subject to constitutional
protections), the plain language
of the Lanham Act prohibits fed-
eral, state, and local govern-
ments from requiring alteration
of a registered trademark or
copyrighted slogan, as regis-
tered. 

An oft-cited case addressing the
question is Sambo’s of Ohio v.
City Council of Toledo.11 In
Sambo’s, the plaintiff enterprise
initially sought and received a

minor zone change to operate a
newly constructed restaurant; it
then requested a sign permit for
that restaurant.  The city would
only issue a permit if Sambo’s
agreed to change its registered
trade name; this decision was
based on the city’s assertion that
the name represented racial dis-
crimination.  The Court deter-
mined that the city’s effort to
require an alteration of a federal-
ly registered trade name on
alleged racial grounds was
unwarranted, overly broad, and
in violation of both First
Amendment guaranteed rights
and the Lanham Act.

In finding against the city, the
Court noted that if the registered
name had to be changed on the
sign, it would also prevent the
plaintiff from advertising or
using the name in other media
advertising or even inside the
restaurant.  The Court further
declared that one cannot have
freedom of speech if only
innocuous utterances are permit-
ted.12

A more recent case involving

Section 1121 of the Lanham Act
is Blockbuster Video Inc. &
Video Update v. City of Tempe.13

In this case, the city required
that mall signage conform to
certain color schemes as set out
in a comprehensive sign plan
approved by the city in concert
with shopping center owners.
One of the plaintiffs, Video
Update, had trademark colors
that did not comply with the
city’s color scheme, and the city
denied a sign permit unless the
business agreed to change its red
letters to white.  The other plain-
tiff, Blockbuster Video, received
permission to display its torn-
ticket logo as registered, but did
not receive approval to install its
other registered mark — a blue
awning.

In a majority opinion, the Court
held that a municipality may not
enforce zoning regulations if
those regulations require the
alteration of a registered mark.
In reaching this decision, the
Court reasoned that if the law
recognizes that the function of a
trademark is to convey, via a
symbol, recognition of a com-

The Court determined
that Toledo’s effort to

require Sambo’s to alter
its federally registered
trade name on alleged

racial grounds was
unwarranted, overly

broad, violated the First
Amendment, and violated

the Lanham Act.

As the result of a lawsuit
against the City of
Tempe, Arizona over its
sign code that restricted
sign colors to certain
color schemes,
Blockbuster Video
received permission from
the Court to display its
torn-ticket logo as regis-
tered, even though its col-
ors were different than
that of the allowed sig-
nage. 



18. Id. at 15.
19. While a ban of all trademark displays in a municipality may not violate the Lanham Act, it is unlikely that any municipality would
undertake such a step, for to do so would seriously erode local business revenues, employment, and tax bases, and further, would incite
massive legal challenges by affected businesses. Certainly, a First Amendment argument would be raised by the business community
under such circumstances.
20.  This section was written by Wesley Miller, Counsel for SigntroniX.

when a person violates any of
the exclusive rights of the copy-
right holder by reproducing, dis-
playing, distributing, or prepar-
ing derivatives of the original
work, for example.  In addition
to injunctive relief to prevent
any ongoing or future misuse of
copyrighted materials, the plain-
tiff in a copyright infringement
case must choose whether to
pursue actual damages and
recovery of profits gained by the
infringer, or to seek statutory
damages in order to obtain a
financial recovery.  Actual dam-
ages and profits allow the copy-
right owner to recover the gen-
uine damages suffered by him or
her as a result of the infringe-
ment and any profits gained by
the infringer that are attributable
to the copyright infringement
and not previously accounted for
in the calculation of the plain-
tiff’s actual damages.

In establishing the infringer’s
profit, the copyright owner is
required to present proof only of
the infringer’s gross revenues,
and the infringer is required to
prove his or her deductible
expenses and the elements of
profits attributable to factors
other than the copyrighted work.
Usually this is fairly straight-
forward, and standard valuation
techniques are applicable.  But
in many instances it can become
very complicated.

For a sign company holding the
copyright on a design or pictori-
al graphic, including a logo, the
problem with this provision is
that the defendant – the copy-
right infringer – has the opportu-
nity to introduce evidence
designed to discount the value
of the sign and/or inflate the
value of other management or
advertising efforts to make the

business more profitable.  In
essence, a sign company choos-
ing this route for damages is
inviting the copyright infringer,
who maintains control over all
the financial data introduced
into the case, to attempt to dis-
prove the value of the sign com-
pany’s product to the infringing
business.  

Even more complicated and dif-
ficult to establish with certainty
is the percentage of the value of
the overall sign that is directly
attributable to the specific
graphic being displayed by the
infringing business.

It may be very difficult – if not
impossible, in some instances –
for a small business to prove the
intangible losses resulting from
copyright infringement.  Those
intangible losses at minimum
would include loss of trade iden-
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styles [and thus]...have no effect
on businesses’ trademarks ...
limit[ing] only the choice of an
exterior sign at a particular loca-
tion.  As such, though entirely
disallowing the use of a regis-
tered trademark in carefully
delimited instances, these regu-
lations do not require ‘alter-
ation’ at all.”18

While the two cases above differ
on interpretation of the Lanham
Act, they do agree on one point:
Regulations that totally ban the
display of registered trademarks
or logos do not violate the
Lanham Act.  This is not to say,
however, that such a prohibition
could withstand judicial scrutiny
under First Amendment content-
neutrality requirements, particu-
larly if the only articulated rea-
son for the prohibition was
based on aesthetics.
Unfortunately, neither
Blockbuster nor Lisa’s Party
City raised or discussed First
Amendment issues.19

Copyright Law20

Copyright law originated based
upon the strong belief of our
nation’s founding fathers that it
was necessary to protect the
original works of authors and
inventors to promote the
advancement of sciences and the
arts and advance our economy.
They believed it was so vital to
our emerging nation to protect
such original works that they
gave a specific grant of power to
Congress in Article 1, Section 8
of the Constitution to “promote
the progress of science and use-
ful arts by securing for limited
times to authors and inventors
the exclusive rights to their
respective writings and discov-
eries.”  The Constitution intend-
ed for Congress to grant a
monopoly to authors, artists and
scientists on their works to cre-
ate an incentive for these intel-
lectual pursuits.  

Today, copyright law protects

“original works of authorship,
fixed in any tangible medium.”
Copyright protection affords the
copyright holder the exclusive
right to reproduce the copyright-
ed work, to prepare derivative
works, to display the work, and
to distribute copies of the work.  

Among the defined works of
authorship protected by copy-
right are pictorial, graphic and
sculptural works.  The original
artwork produced for use on a
sign or the original design of a
sign itself is subject to federal
copyright protection.  This copy-
right protection allows the sign
users – small businesses across
the country – to use unique
graphics to create brand recogni-
tion in their communities in a
manner similar to that used by
well-known corporations, whose
identity is closely linked to rec-
ognizable logos, such as the
McDonalds arches.    

The copyright itself adds value
to whatever original sign design
the company uses.  A copyright
gives that business a monopoly
on its original business identifi-
cation.  It prevents competitor
businesses from utilizing the
same or similar graphics or
designs which could dilute the
effects of repeated exposures to
potential customers of a small
business’s sign and inhibit the
creation of brand recognition for
that business.  It is for this rea-
son that a savvy corporation
with strong brand recognition
will vigorously defend its copy-
righted or trademarked materials
from unauthorized use.  

A copyright infringement occurs

Obtaining a Copyright

Obtaining copyright protection is simple and inexpensive.
Copyright ownership is actually legally established at the
time of creation of the original item of artwork.  The addi-
tional step of registering the copyright is necessary to fully
protect the original work, and is required prior to initiating a
lawsuit for copyright infringement.  In most cases, the regis-
tration process is very simple, requiring the filing of a regis-
tration form, copies of the original work for which a copy-
right is claimed, and payment of a registration fee of about
$30.  

Prompt registration is also important for the copyright
owner’s ability to obtain a full recovery under the Copyright
Act by making statutory damages, attorney fees and court
costs available in an infringement action. 
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Copyright
protection
allows a sign
user to create
and use
unique graph-
ics to create
brand recog-
nition in their
community.  



One example of this is when
an infringer is put on notice of
the infringement and then con-
tinues to display the infringing
sign.  Even a truly innocent
infringer (one who did not
know about the existing copy-
right) must either immediately
cease display or use of the
copyrighted material or relin-
quish any right to claim that
the infringement was uninten-
tional or that the existence of
the copyright was unknown to
him or her.  Every single day
that his or her sign is dis-
played, another day of the
copyright infringement and
injury to the copyright holder
accrues.  

A few companies specialize in
the use of copyrighted images
on signs for independent small
businesses, and use the protec-
tions of copyright law to pro-
tect their material.  In recent
years some copyright infringe-
ment cases have been litigated
and the copyright owners have
succeeded in using copyright
protections to force the removal
of dozens of infringing signs.  

In two cases the litigation result-
ed in substantial settlements by
the infringing businesses to the
company who owned the design.
One settlement, involving multi-
ple items of artwork used with-
out authorization, amounted to
$300,000.  The other settlement
was for one item of artwork
being used by an infringer, and
amounted to $80,000.  

A third case resulted in a default
judgment of over $316,000.
The judgment was $150,000

each for two different items of
custom artwork that were copied
onto a 4'x6' sign, plus attorneys’
fees and costs.  

A fourth case was resolved
through summary judgment in a
federal district court.  The
infringing business owner
brought the sign company into
the case as a third party defen-
dant.  The company who owned
the copyright was awarded a
summary judgment against both
the business owner and the sign
company.  Additionally, the
business that had provided the
artwork to the sign company
was found to have been a willful
infringer.  The amount of
enhanced statutory damages has
not yet been disclosed.

In short, any company wishing

to protect the original work it
produces, or any small busi-
ness wishing to protect its
visual identity in the market-
place, would be well advised
to take advantage of the inex-
pensive protections available
on a copyright.  Similarly, any
business or sign company
seeking to use pre-existing art-
work should ascertain whether
the artwork is subject to copy-
right protection before moving
forward with construction and
display of the sign.
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tity in a given area, diminished
brand recognition, diminished
value of the specific pictorial
graphic, logo, or sign design to
that small business in a trade
area, and lost goodwill in a trade
area.  Actual damages may be
too difficult or speculative in
some cases to prove, and since
the attempt to do so requires the
hiring of appraisers and can be
quite detailed, it drives up litiga-
tion costs, so most small busi-
nesses are better served to elect
for the statutory damages.  

The determination of statutory
damages – the award itself – is
left to the court’s sound discre-
tion.  The amount of statutory
damages awarded by a court
will vary considerably, depend-
ing on whether the infringer is
found to be a so-called “inno-
cent” infringer or a “willful”
infringer.  An “innocent”
infringer is one who is not
aware or who has no reason to
know that his or her acts consti-
tute an infringement.  For exam-
ple, if somebody believes that
the clip art they have taken from
the Internet is in the public
domain and uses it on their sign,

and later finds out that image
was copyrighted by another,
they would initially be an inno-
cent infringer.  In such a case,
the federal district court has
great discretion and will usually
award only nominal damages
that cannot exceed $30,000.  

At the other end of the spectrum
of statutory damage awards is
the infringer who is aware of his
or her infringement, so that the
infringement is actually willful
and deliberate.  The current
limit on statutory damages
against a willful copyright
infringer is $150,000.  

The reason for the huge discrep-
ancy in potential statutory dam-
ages from $30,000 to $150,000
is that the damage provisions of
the copyright law are designed
to deter and discourage wrong-
ful conduct.  A willful copyright
infringer cannot expect to pay
the same price in damages as it
might have paid after freely
negotiated bargaining, or there
would be no reason to scrupu-
lously obey the copyright law.
Generally speaking, the more
audacious and/or obstinate a

willful infringer is, the higher
the damage award they can
expect to face.

Although the court may order
payment of attorney fees and
court costs in either circum-
stance – again, within the
court’s discretion – the costs and
risks inherent in litigation make
the pursuit of the innocent copy-
right infringers impractical for
most small businesses who have
limited legal resources.  

Regardless of the infringer’s ini-
tial state of mind, it is certainly
within the copyright holder’s
interest to have that person
found to be a willful copyright
infringer because of the prospect
of the increased damages and an
increased likelihood that the
business will recover attorney
fees and court costs.  

It is possible for a person to
begin as an innocent infringer
and – through stubbornness, dis-
regard for intellectual property
rights, bad legal advice, or some
other error – become a willful
infringer, subject to the
enhanced statutory penalties.

A copyright gives the busi-
ness a monopoly on its origi-
nal business identification.  It
prevents competitor busi-
nesses from legally utilizing
the same or similar graphics
or designs which could dilute
the effects of repeated expo-
sures to potential customers
of a business’s sign and
inhibit the creation of brand
recognition for the business.

Some sign companies sell
licenses to small businesses
granting permission to utilize
a copyrighted graphic on
their signs.  These graphics
allow the small business to
benefit from a well-designed,
instantly recognized image
without paying the full cost of
designing the graphic.


