[bookmark: _GoBack]While the restaurant at lunchtime might seem almost empty, it still runs because for the management to decide whether to open or not, they must recognize the difference between the variable and fixed costs which must be considered. Looking at the case of this restaurant, it is clear that most of its costs are fixed costs for instance; the kitchen equipment, rent plates, tables, chairs, and others. And therefore opting to shut down would not reduce the fixed costs. In summary, the costs are sunk during the short-run period. It is only the variable costs and the marginal costs that count here, e.g. the wages of extra staff and price of additional food and therefore when the owner is contemplating on whether to serve lunch or not. In this case, it is only when the revenues collected from the available lunchtime customers fail to cater for the variable costs in the restaurant that the owner might decide to shut down.
