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The past.

THE early retail landscape during and
post-World War Il saw the emer-
gence of shophouses, a unigue for-
mat combining commerce and resi-
dence. The upper floors of these
developments typically served as liv-
ing quarters for workers or the own-
er’s family, giving rise to the term
shophouses.

These shophouses offered a
diverse range of merchandise, from
basic necessities like groceries and
pharmaceuticals to luxury items such
as fashion and household goods. In
narrow alleyways, some even
housed sin businesses like gambling
and opium dens or even places to
house the concubines of rich individ-
uals as evident in Ipoh’s Concubine
Lane.

Since their inception, shophouses
have adhered to the fundamental
principles of real estate: prices and
rents decrease with elevation as well
as the alfresco kaki-lima or five-foot
way which provided essential weath-
erproof pathways for pedestrians.
While the residential aspect of shop-
houses has diminished over time,
their commercial appeal remains
robust. They continue to be a signifi-
cant part of urban communities,
often included in development plans
as highly sought-after investment
assets. The enduring demand for
shophouses ensures their relevance

in modern real estate markets,

Transition to shop offices

As urbanisation increased, the
shophouse concept evolved into shop
offices located in business centres
near new residential areas. These
structures remained a prominent fea-
ture in Malaysia's urban and subur-
ban landscapes, with rows of shop
offices continuing to be constructed.
Shop offices, typically ranging from
two to seven stories, became one of
the most preferred office typologies.
However, shophouses did not disap-
pear from the landscape - they
evolved, incorporating modern mate-
rials and often reaching up to four
stories.

Modern shophouses and shop
offices often share similar exterior
designs, with differences primarily in
the upper floor layouts. Modern
shophouses typically feature residen-
tial layouts with room divisions while
shop offices offer flexible, undivided
spaces that can be customised
according to business needs. This
flexibility has made shop offices par-
ticularly popular in new suburban
areas of Kuala Lumpur.

The evolution from shophouses to
shop offices also involved regulatory
considerations. According to Dewan
Bandaraya Kuala Lumpur (DBKL),
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The present.
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Covid-19

accelerated changes in
shophouse designs

Digitalisation
of this asset type has become
more prolific

shop offices fall under the commer-
cial development category, with spe-
cific regulations mainly applicable in
areas like the Warisan Zone in the city
centre. For business centres with
shop office typology, the authorities
monitor the usage of plot ratio and
the proposed number of stories,
ensuring compliance with fire depart-
ment requirements.

However, the ongoing urbanisation
and increasing consumer demand for
diverse merchandise have driven the
evolution of retail spaces. This shift
has led to the development of more
organised and amenity-rich retail
estates, with shopping malls becom-
ing the preferred format to meet
these socio-economic needs.

Despite these changes, shophouses
still hold significant value for consum-
ers. To understand their appeal, con-
sideration has to be given to the pref-
erences of retailers and how they
view these two formats as seen in
Table 1.

The future of retail spaces

As urbanisation continues and con-
sumer preferences evolve, both shop-
houses and malls will need to adapt
to stay relevant. The Covid-19 pan-
demic has further accelerated chang-
es in retail, with an increased empha-
sis on e-commerce and hybrid shop-

The future?

ping experiences.

For shophouses, the digitalisation
of this asset type is becoming more
prolific. Shophouse retailers are
increasingly integrating online sales
channels with their physical stores to
reach a broader audience and
enhance customer convenience.

In addition, the cafe scene in
Malaysia has experienced significant
growth, with a noticeable increase in
both small, independent coffee hous-
es and multi-chain local and interna-
tional brands entering the market.
These cafes are increasingly leverag-
ing the concept of providing function-
al working spaces to attract custom-
ers. Features like free WiFi, numerous
power outlets and suitable seating
arrangements have become standard
in larger cafes within major commer-
cial areas. Certainly, maintaining
strong community ties through more
personalised services and unique

product offerings will continue to be
a strength for shophouse retailers.

In the case of shopping malls, they
are also evolving into lifestyle cen-
tres, offering experiences beyond tra-
ditional shopping, such as entertain-
ment, dining and wellness services.
Embracing sustainable practices and
innovative technologies will be crucial
for malls to attract environmentally
conscious consumers and stay ahead
of market trends.

As shophouses have unique advan-
tages and challenges to shopping
malls, retailers must carefully consid-
er their business model, target audi-
ence and market conditions when
choosing the best retail format.

As the retail landscape continues to
transform, it will be interesting to see
how the next generation of shop-
house designs adapt to sustaining
success to suit the future genera-
tions.
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Table 1:

Retailers’ perspectives of
shophouses vs shopping malls

SHOPPING MALLS

Location and foot traffic

Located in bustling urban areas,
shophouses benefit from high foot
traffic and visibility. They attract a
steady stream of local customers
and passersby, making them ideal
for small businesses, specialty
shops, and eateries.

Malls are strategically located to
draw large crowds, offering ample
parking and a variety of attrac-
tions. They cater to a broader
audience, including tourists and
families, providing a controlled
environment that enhances the
shopping experience.

Cost considerations

Generally, shophouses have lower
rental costs compared to prime
spots in malls. They offer flexibility
in terms of space usage and lease
terms, making them attractive for
startups and independent retailers.

While rental rates in malls can be
high, the potential for increased
sales due to higher foot traffic and
comprehensive marketing strate-
gies often justifies the investment.
Malls also provide additional ser-
vices and amenities, such as secu-
rity and maintenance, which can
offset some operational costs.

Community integration

and customer loyalty

These establishments often foster a
strong sense of community. Regular
customers build personal relation-
ships with shop owners, enhancing
customer loyalty and repeat busi-
ness. The charm and historical sig-
nificance of shophouses also add to
their appeal.

Malls offer a one-stop-shop expe-
rience, which is convenient for
customers looking to fulfil multiple
needs in one visit. They also host
events, promotions, and enter-
tainment options that draw
crowds and enhance customer
engagement.

Flexibility and customisation

Shophouses provide greater flexibili-
ty for customization, allowing retail-
ers to design their space according
to their specific brand image and
operational needs. This can be par-
ticularly advantageous for niche
businesses that require a unique
ambiance or layout.

While malls have more rigid
design guidelines to maintain a
cohesive aesthetic, they offer
standardised retail spaces that
come with professional manage-
ment services. This ensures that
the overall look and feel of the
mall remains attractive and con-
sistent, benefiting all tenants.

Market reach and

brand exposure

These properties typically serve a
more localised market. This can be
beneficial for businesses looking to
establish a strong local presence
and build long-term relationships
within the community.

Malls provide extensive brand
exposure due to their diverse and
high-volume customer base.
National and international brands
often prefer malls for their ability
to attract a wide demographic,
providing opportunities for larg-
er-scale marketing campaigns and
brand partnerships.

Operational support

and infrastructure

Retailers in shophouses often man-
age their own operational support,
including maintenance, security, and
utilities. This can be a double-edged
sword; while it allows for autonomy,
it also requires additional resources
and effort.

Malls typically offer comprehen-
sive support services, including
security, cleaning, and marketing,
which can alleviate some of the
operational burdens for retailers.
This infrastructure is particularly
appealing to larger brands that
benefit from a more managed
retail environment.




