
For centuries, commercial sig-
nage has existed as the primary
method by which one person
communicates a prospective
business transaction to another.
Place-based communication
devices and graphic systems
(“signage”) have evolved in
response to culture and technol-
ogy, but as this process of
change and expansion of the
medium of signage has
occurred, it has never strayed
from its original purpose:  com-
munication, or, in terms of the
U.S. Constitution, speech.  

A brief overview of the conver-
gence of the automobile and
three specific technologies in
the 1920s and 1930s – electrici-
ty, plastic, and neon – and how

these inventions over time
altered, and were altered by,
communication needs establish-
es some essential context in
which to understand the value
signs bring to a business.

The automobile was one of the
most influential developments in
the Twentieth Century, and has
substantially altered the
American lifestyle.  At the end
of the 1920s, the number of
automobiles in the country was
already nearly equal to the num-
ber of families.  Road construc-
tion, the oil industry, and the
suburban housing boom that
resulted from this new mobility
worked to greatly increase the
prosperity of the average
American, in turn creating

greater demand for consumer
goods.  

The mobile and fast-paced
American consumer increasing-
ly demanded economy, conven-
ience, and comfort.  Gasoline
service stations and the fast food
industry began to emerge.  An
exceptionally efficient and
diverse transportation system
was developed, bringing down
distribution costs.  

Plastics were the subject of a
frenzy of excitement and devel-
opment during the 1930s and
1940s and as a result, a wide
variety of low-cost consumer
goods were suddenly within
reach of most Americans.  Rural
electrification in the 1930s also
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As the culture changed and
consumerism evolved, it was
no longer sufficient to have a
hand-painted wooden placard
marking the business’s loca-
tion.  The new customers and
new competition necessitated
attractive illuminated, auto-
oriented signage for the busi-
ness that wished to stand out
in the crowd.
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evolved into electronic video
screens that are computer con-
trolled, capable of withstanding
extremes of weather, and offer
picture quality that rivals big
screen televisions.

Today, sign-building materials
have expanded beyond plastic,
wood, metal, and neon, to
include a whole host of materi-
als, each suited to communicate
specific kinds of messages to
specific groups of potential cus-
tomers.  A wide range of light-
ing devices, including incandes-
cent lamps, neon, L.E.D., and
fluorescent lamps, to name a
few, form a critical part of mod-
ern commercial communication,
and their use is carefully tai-
lored to effectively communi-
cate with potential customers.

The Most Effective
Forms of Signage

Two of the more effective forms
of business signage ever devel-
oped, however, have been the

signature building and sign cen-
tric integrated site design.  

The signature building is a form
of signage that was initially
mastered by the gasoline service
stations and fast food restau-
rants.  The signature building
takes its cues from two phenom-
ena:  the successes of Las
Vegas, with its use of a thin skin
of signage covering an entire
building; and the outdoor adver-
tising industry, with its emphasis
on repetition of an identical
image at various locations
throughout an area to build and
reinforce memory.    Companies
have learned to utilize this
knowledge to turn each business
site into an instantly recognized
visual display that looks nearly
identical to every other site in
the chain.  The signature build-
ing itself becomes the primary
sign for the site.  When multiple
businesses within the same
chain or franchise look identical,
the buildings function in exactly
the same way as a series of bill-

boards, with each site helping
brand and reinforce memory of
the entire chain or franchise.  

Sign centric design, in which the
design of the signage, both
ground- and building-mounted,
is tied to the design of the build-
ing itself, works in much the
same way.  It creates a coordi-
nated visual impression for the
complete business site, which
presents a stronger, often more
readily recalled message to the
consumer.  

These two forms of signage,
especially when coordinated
with national multi-media
advertising, allow the businesses
that utilize them to bring in 15%
to 40% more in gross income
than their unaffiliated counter-
parts, all other things being
equal.  This has worked for the
benefit of the consumer, because
the businesses utilizing signa-
ture buildings and sign centric
design have been able to reduce
prices based upon their gross

This city’s restrictive sign code has
made it harder for this grocery chain to
capitalize on the advantage it has
gained in the overall marketplace, which
has in turn brought convenience, relia-
bility and low prices to consumers.
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stimulated consumerism as
more Americans were freed
from the drudgery of manual
labor at home and the limita-
tions imposed on nighttime
activity by a dark sky.  

During this time of rapid cul-
tural change and evolving con-
sumerism, signage began to
change.  It was no longer suf-
ficient to have a hand-painted
wooden sign marking your
business location; with all these
new consumers – and new com-
petition – businesses quickly
learned that an attractive illumi-
nated, auto-oriented sign was
the best way to stand out in a
crowd.  

The first electrical illuminated
signs were made of metal,
wood, or colored porcelain
enamel and often were framed
with incandescent bulbs.  But in
the 1930s, the new technology
of cold-cathode “neon” lighting
came into vogue for signage.
The custom capabilities of neon
lighting meant it adapted well to
the changing culture.  It was

first used by entertainment busi-
nesses; it then was used exten-
sively as an Art Deco design
element; and after World War II
it took on a new personality, at
first decorating drive-ins and
diners, and soon enhancing the
communication of all kinds of
businesses.  Of course, it was
well-utilized in Las Vegas dur-
ing this period, and continues to
be prominent there today.

Acrylic resins were developed
for use in signs in the 1930s, but
plastic signs did not become
prominent until the 1950s.  In
the late 1950s and into the
1960s, inexpensive colorful
plastic signs replaced the

durable older porcelain and
metal signs, which required a
larger initial investment.  Not
only did the signs save busi-
nesses money, but also con-
sumers, who were infatuated
with inexpensive disposable
goods, found them attractive
and stylish.  Over time, many
forms of entertainment media
developed; in response, the
sign industry began to utilize
technology, which not only

enabled it to print magazine-
quality pictures on plastic signs,
but also enabled the develop-
ment of synergy between the on-
premise sign and mass media
campaigns.

Signs have continued to respond
to cultural changes; as the cul-
ture has become more entertain-
ment-oriented and technologi-
cally savvy, signs have become
more interactive and sophisticat-
ed in order to continue to attract
attention and communicate their
message.  The electronic mes-
sage centers that displayed time
and temperature information in
the 1960s and 1970s have

Many small business
owners underestimate
the value of their
storefront.  But the
storefront is one of the
most effective forms of
advertisement to
potential customers
and should be
designed by profes-
sionals to ensure it
functions as a signifi-
cant business asset.

Two of the more effective
forms of business signage
have been the signature
building and sign centric inte-
grated site design.



must be replaced each year, sole-
ly due to the fact that they move
away.     

Measuring the Value
of a Sign

Without a doubt, signs benefit
society.  They allow businesses
to better meet the needs of the
consumer, both by creating a
pleasing cultural environment
and by increasing sales so that
prices can be reduced.  They also
open society so all Americans
have an equal opportunity to par-
ticipate – both as consumers and
as entrepreneurs.  This makes
signage very valuable – higher
levels of visibility and better sig-
nage are phenomena
for which people are
willing to pay.  But
how is that value
measured and quanti-

fied?  It all comes back to the
essence of signage:  communica-
tion.  

The value of a sign can be meas-
ured in three basic ways.  The
first method determines the how
many people the signs message
reaches, and the cost to replace
those exposures of the commer-
cial message in other advertising
media.  The second is based on
comparisons in market value to
similar business sites with and
without good visibility to the
street.  And the third method
determines how many customers
have stopped at the business
because they saw the sign, and
what percentage of their pur-

chases is
profit for the
business.
These three
methods,

explained below, are described in
more detail in the Valuation and
Evaluation section of this book.
Valuation and evaluation tech-
niques can vary depending on
specific assignments; these brief
descriptions are not intended to
demonstrate the entire range of
techniques that can be utilized.

Estimating the Cost
to Replace the
Exposures

In advertising terms, each person
who sees a sign (or other adver-
tisement, for that matter), consti-
tutes one “exposure” to the sign
(or advertisement).  The number
of exposures generated by a sign
is calculated using a careful and
systematic process.  

First, an average 24-hour (daily)
traffic count must be determined.

The mobile and
fast-paced
American consumer
increasingly
demands economy,
convenience, and
comfort.

revenue advantage over
their unaffiliated com-
petitors. 

The business form fran-
chise system, as con-
ceived by Henry
Silverman of Cendant
Corporation, has very
successfully employed
the coordinated signage
strategy.  In the business
form franchise, a stan-
dardized storefront sig-
nage program, uncon-
nected to any real estate
interest, is sold to inde-
pendent businesses.  These busi-
nesses, while remaining inde-
pendently owned and operated,
are able to take advantage of an
integrated signage package and
national advertising.  Members
of this system include such
well-known brands as Best
Western Motels, Midas Muffler,
and Century 21.  Often, these
businesses are the first ones that
come to mind when someone is
looking for a place to buy the
particular products or services
they offer.  So powerful is this
integrated signage that the inde-
pendent businesses that utilize it
can experience increases in
income rivaling those experi-
enced by chains, corporations
and business product franchises.

The purpose of business signage
is to communicate a message.
When people are “receiving” the
message, they respond.  No
form of commercial signage
elicits a response like the all-

over site design of the signature
building or sign centric design.
The increase in business rev-
enue that results from this inte-
grated signage is an irrefutable
indicator of its effectiveness.

Signs Provide
Marketplace Entry

Clearly, the chains, corporations,
and franchises that utilize these
powerful integrated signage pro-
grams, tied in to national adver-
tising campaigns, have a
tremendous advantage.  How
can “mom and pop” compete
with such an advantage?  What
will grant the small business
owner entry to the American
marketplace?  

At least a partial answer is sim-
ple:  the on-premise sign.  It is
the least expensive, most effec-
tive form of advertising avail-
able to the small business.1 In
its most basic form, it has been

shown to be responsible
for bringing in as many
as half of all new cus-
tomers, though 25% is
more commonly the
case.  When it is
designed as part of an
overall site motif, and
tied in with other forms
of advertising, its bene-
fits to the bottom line
can be even more sub-
stantial.

Signs open the doors of
a community to all and
allow all to participate in

the economic activity going on
there.  They allow any American
who wants to open a business,
no matter who they are, to effec-
tively compete with a wealthy
or well-connected business
owner.  Furthermore, the sign
tells everyone who sees it that
they are welcome to come
inside and conduct a business
transaction.

Sometimes a business owner
dismisses the value of a sign
because he or she believes that
“everybody knows me.”  But
this ignores an important truth
about our culture:  that not only
are we a mobile society, but we
are to some degree a portable
society.  Fully 16%2 of our pop-
ulace relocates each year – and
that figure does not account for
the number of people who
change jobs each year and no
longer commute to a particular
trade area.  This means that
many of a business’s customers

The signature building is so powerful
that long after this business changed
owners, people who have never seen
this particular business would still
assume on first glance that it was an
A&W Restaurant.
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1. According to the U.S. Small Business Administration (Bulletin No. 101), “signs are the most effective, yet least expensive form of
advertising for the small business.”
2. U.S. Census Bureau, News release titled “Moving Rate Among Americans Declines, Census Bureau Says” dated January 19, 2000
<http://www.census.gov/Press-Release/www/2000/cb00-10.html>.
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value of the exposures generated
by a sign is to compare the lease
or rent cost per square foot of
high-exposure commercial prop-
erty to that of low-exposure, or
no-exposure commercial proper-
ty in the same town as the sub-
ject sign.  The market is nearly
always willing to pay a signifi-
cantly higher lease or rent for a
high-visibility site because high-
er visibility means more cus-
tomers.  Sites that are more
exposed typically rent for more
than sites with poor exposure.  A
sign allows a less visible site to

function as a high exposure site.  

The value of the visibility com-
ponent of a retail site can be
determined by conducting a sur-
vey of rental or lease figures per
square foot for a number of
commercial sites, and then deter-
mining the square foot rental dif-
ferences between the sites based
on their visibility.  This provides
the most basic element needed to
estimate the contributory value
of the visibility component of a
commercial site.  It is not unusu-
al for a highly visible commer-

cial site to lease for 20% to 25%
more per square foot than a site
with low or no visibility in the
same complex.

The next step is to determine
how much money the business
owner would need to invest to
generate interest income equiva-
lent to the value of the site’s vis-
ibility component.  This is done
by dividing the annual dollar
value of the visibility component
of the site by the percentage of
interest that would be earned on
the investment.  For example, if

This is then multiplied times 30
to establish a monthly count.
This is the number of cars that
drive past the business during
the typical standard advertising
month.  But not every car will
have just one person riding in it,
so the calculation must be
adjusted for “load factors” that
include whether the area is rural,
incorporated, or unincorporated,
for example.  A conservative
multiplier in an urban setting is
1.38.3

A certain percentage, but proba-
bly not all, of the people passing
can be expected to be potential
customers.  If the business is a
veterinary clinic, for example,
the calculation should be adjust-
ed by the percentage of people
passing who own one or more
pets – a figure generally avail-
able from the industry itself.4

Other factors that may require
adjustment of the figure include

hours of business operation and
seasonal traffic variations.  The
final figure is the number of
“exposures” generated by the
on-premise sign and the number
of “exposures” the business
would need to replace if it no
longer could have its on-premise
sign.  

Next, one would need to deter-
mine how much advertising in
other media would need to be
bought in order to obtain the
same number of effective con-
sumer exposures.  Table 1 shows
a typical cost comparison of var-
ious media costs.  It assumes an
expenditure of $16,500 on a sign
and compares the exposure value
to a similar
investment in
a range of
other media,
including tele-
vision, news-
paper, and

outdoor advertising.

The exposures generated by the
on-premise sign not only cost far
less than other media exposures,
they are also far more effective.
At least 98% of all retail sales
are place-based5 – and the on-
premise sign is right there on-
site, marking the very location at
which the purchase could occur,
and only advertising to those
who actually move through the
trade area.  Other forms of
media have a high waste factor,
advertising to people who are far
outside a business’s trade area.

Estimating Value by
Looking to the

Market for
Cost
Comparisons

Another method of
determining the

In entertainment-
oriented areas,
technologically
savvy consumers
demand signs that
are more interactive
and sophisticated
to attract and keep
their attention.

3. See Chapter 6 of the Valuation and Evaluation section of this book for more information.
4. Even when a sign is noticed by people who are not in immediate need of the goods or services it offers, the exposure increases their
general awareness of the goods and services for later recall when a need arises.  The exposures thus help to ensure “top of the mind
awareness,” a common measure of marketing effectiveness.
5. U.S. Census Bureau Table “Estimated Quarterly U.S. Retail Sales: Total and E-commerce”,
http://www.census.gov/mrts/www/current.html, 6/9/2003.

TABLE 1
Typical Cost Per 1000 Consumer Exposures Comparison

Assumptions Television Newspaper Outdoor Advertising On-Premise Sign

Trade Area 40,000 Circulation of 333,350 cars 30,000 cars per day
households 40,000 households per day

Consumer 1.25 million 4.75 million 10 million 900,000
Exposures
(30 days)

Consumer 1,250 4,750 10,000 900
Exposures in
Thousands

Cost $16,500 $16,500 $16,500 $274*

Formula Media Cost ÷ Media Cost ÷ Media Cost ÷ Media Cost ÷ 
Consumer Consumer Consumer Consumer
Exposures Exposures Exposures Exposures

Calculations $16,500 ÷ 1,250 $16,500 ÷ 4,750 $16,500 ÷ 10,000 $274 ÷ 900

Cost per 1000 $6.60 $1.56 $0.82 $0.30
Exposures

*Although the initial cost of the sign is $16,500, this cost is adjusted to account for a seven year
depreciation period and the addition of 10% for finance charges and maintenance costs.  This
works out to a cost of $274 for each 30-day period.  Obviously, signs have a useful life far beyond a
seven year period.



licensed merchandise,
telemarketing – the list
goes on and on.
Commercial speech is
growing so rapidly,
and has gone through
so many different per-
mutations, that it is
more difficult than
ever for the average
business to select a
feasible and reason-
ably priced alternative
from the available
options, and to market
or advertise effectively
to its entire trade area.  

It is signage – place-based com-
munication – that can most
effectively and affordably help a
business tie its other forms of
advertising together, and com-
municate to its target audience
(those actually moving through
its trade area).  In fact, without a
sign to identify a business loca-
tion, the money spent on other
media is largely wasted.  It is no
exaggeration to say that the part
signage plays is significant
enough that it can determine
whether or not a business is suc-
cessful.  This important role has
spurred an incredible evolution
in the sign industry, ensuring the
availability of attractive, inter-
esting communication options to
suit the communication needs of
any business at a price that busi-
ness can afford.  

Government regulations can cer-
tainly work to prevent economic
catastrophe, but they can also
prevent the effective use of
resources and increase consumer
costs.  When an onerous regula-
tory environment forces busi-

nesses to turn to more expensive
forms of advertising to compen-
sate for their lack of on-premise
signage, the government impos-
ing the regulations has engaged
in a major allocation of
resources.  

It may also be creating unin-
tended environmental impacts.
The creation of a single on-
premise sign that will last for
many years consumes far fewer
natural resources than the gener-
ation of equivalent consumer
exposures through the produc-
tion of thousands of fliers,
newspaper and magazine adver-
tisements, and television com-
mercials over the same number
of years.  

The Effect of Other
Land Use Policy
Decisions on
Signage

Whether the business will be
allowed to utilize the signage it
needs is often determined by
city policy as expressed through

the approach to other
land use issues.  The
implementation of
many layers of rules
and requirements can
drive up land and
development costs.
A city’s imposition of
onerous system
development charges
and traffic impact
fees, expensive infra-
structure demands,
and artificial limits
on land supply, are
all policy decisions
that – whether real-
ized or not – are lim-

iting the options and potential
success of local small business-
es.  

Not too many years ago, a start
up business could still afford to
purchase a lot and build a free-
standing store.  That is not
always the case.  Currently, if
some new businesses cannot
find an affordable existing
building to lease, they are forced
out of the market.  Due to
increasing regulatory costs, infe-
rior locations such as aging
urban cores or strip malls are
often the only affordable options
available to these start-up busi-
nesses.  In order to compete in
these less-than-ideal locations,
small businesses need aggres-
sive signage.  Many strip malls,
however, have poor signage, and
regulation often makes ample
signage in older districts very
difficult, if not impossible, to
obtain.  (See discussion of urban
revitalization in Chapter 35.)

Signage and storefront appearance can play
a significant enough role that it can be a
determining factor in whether a business is
successful.  The new owners of this convert-
ed Chinese food restaurant were not in busi-
ness long enough to match their signage
with a storefront conversion.
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the visibility component of the
business was worth $20,000 per
year, an investment of $250,000
offering an 8% return would be
needed to generate $20,000 in
interest each year.  Therefore,
the value of a sign that would
make the subject low-visibility
site into a high-visibility site
would be worth $250,000 –
even if the sign only cost
$10,000 to build.

Estimating Value by
Tracing Revenues
Attributable to the
Sign

This method of determining the
value of a sign involves estab-
lishing the percentage of busi-
ness revenues traceable to cus-
tomers or clients who entered
the business solely because they
saw the sign.  Many business
owners have a fairly good idea
how many customers they have
in a given period of time and the
average sale per customer.
Several appraisal techniques can

be employed to help trace those
business revenues.  After that
determination, these figures can
be analyzed to determine the
average amount of profit per
customer.  

A survey may be taken to deter-
mine how the business’s cus-
tomers first learned of the busi-
ness and what prompted the
first-time customer or client to
stop – word-of-mouth, the
Yellow Pages, a radio or televi-
sion advertisement, a print
advertisement or coupon, or the
on-premise sign.  The number of
customers directly attributable
to the sign is then multiplied by
the average profit per customer
to determine the income loss
that would occur without the
sign.  Finally, this figure is
adjusted as in the Market
Approach to determine the
amount of the investment that
would be needed to replace the
lost income.

For example, assume an average

sale at a pizza parlor is $12 per
customer, of which $3 is profit.
The pizza parlor has 70 cus-
tomers on average per day, and
profits $75,600 per year.  The
survey shows that 25% of its
customers stopped solely
because they noticed the sign.
The profit directly attributable
to the sign, then, is $18,900 per
year.  An investment of
$236,250 offering an 8% return
would be needed to generate
$18,900 in interest each year to
replace the income lost by the
sign.

No Cost-Effective
Replacement for
Signage Exists

Today’s businesses have many
ways to reach potential con-
sumers with their message:  net-
work television, cable televi-
sion, satellite television, the
Internet, direct mail, radio,
sports and event sponsorships,
outdoor advertising, newspaper
and magazine advertising,
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Inferior locations such as strip malls
are often the only affordable options
available to start-up businesses.  To
compete in these locations, small busi-
nesses need aggressive signage.  But
most strip malls have poor signage.


