What do Kenny Rogers and Snagglepuss have in common?  They both know when to call it a day.

“Exit, Stage Left” – Snagglepuss

“You got to know when to hold 'em, know when to fold 'em.  Know when to walk away, know when to run” – Kenny Rogers, The Gambler
Of all the possible market structures, perfectly competitive markets are the most efficient.  A defining characteristic of perfectly competitive markets is the freedom of entry and exit.  New firms must have the ability to enter a market, and existing firms must be allowed to fail.

When firms fail, their capital doesn’t vanish, it merely gets sold to other, more efficient, producers.  Sometimes those producers are in the same industry, sometimes they aren’t.  One of the upsides to a broader economic downturn is that capital and skilled labor become freed up for the creation of new businesses or the expansion of exiting well run firms.  More than half of the S&P 500 firms were created during a recession.
Politicians may be politically shrewd (if not shortsighted) to intervene to prevent the failure of firms who donate to their campaigns.  Existing firms have existing employees who know they will lose their jobs.  Workers who will be employed by the creation of new businesses or the expansion of existing firms don’t know who they are.   

By saving a firm, you can help that firm’s employees at the cost of taxpayers, consumers, and other producers (read everybody else).  It is the classic economic problem of concentrated benefits and diffuse costs.  People won’t notice if you hurt lots of people a little bit, but a small number will take note if you help them a lot.
By not allowing failure, politicians prevent market participants from learning valuable lessons, which in turn cause said participants to repeat their same errors.  For example, the savings and loan bailouts of the 1990’s did nothing to prevent the 2008/2009 bank bailouts.  They also starve efficient producers by denying them cheap capital.
Remember, the Berlin Wall was meant to prevent the exit of capital and labor from a failed communist employer.  The East Germans lived in a state of poverty compared to the West Germans.  Only when the Berlin Wall came down did labor and capital want to flow into East Germany.
In a free market and a free society, we must be free to fail.  Any society that doesn’t allow failure will not permit success.
