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This paper investigates bankruptcy of Aloha Airlines and its exit from Hawaii’ s
interisland passenger market in order to examine if government intervention is
warranted based on the presumed benefits to the general public. The regression
analysis of interisland traffic volume did not identify any decline in passengers
immediately following Aloha’ s closure. Although the cost of air travel became higher,
its margin is smaller than those observed while antitrust immunity was federally
approved. The decision of government bailouts should incorporate analysis of market
structure: Presence of excess capacity should alleviate potential damage to

consumers.



