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Tbe Insurrectlon Act,
the 2026 Election and
American Business

What a rarely used 1807 law could mean for workers, customers,
local economies, and the businesses caught in between.
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BUSINESS BRIEFING - RULE OF LAW & THE ECONOMY

A defining principle of American democracy is the limited use of the
U.S. military for domestic law enforcement — a tradition now being
tested.

defining principle of American democracy is the limited use of the U.S. military for
A domestic law enforcement. Since our founding as a nation, Congress has placed legal
constraints on deploying troops at home to prevent abuse of executive power, especially

on American soil.

That tradition has been tested recently. President Donald Trump has deployed National Guard
troops and Homeland Security and ICE agents to American cities and threatened to invoke the In-
surrection Act of 1807 — potentially during the 2026 elections. These actions have raised new
questions about the balance between security and civil liberties, as well as the potential impact

on local economies and businesses.

01 — THE EVOLVING SITUATION

An escalation beyond 2025

What's on the table now is a more significant escala-
tion than businesses experienced in 2025: active-duty
U.S. military personnel enforcing domestic law directly,
rather than performing the support functions troops
have carried out to date. Concern is growing about the
possible deployment of federal troops through invoca-
tion of the Insurrection Act in blue cities within red

states prior to or during the 2026 mid-term elections.

Los Angeles is the closest precedent to what a deploy-
ment might entail. There, roughly 700 Marines and
thousands of National Guard troops were sent in to
guard federal buildings and later escort ICE agents

during raids — support roles that a federal judge non-

etheless ruled crossed the line into illegal domestic
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law enforcement. A wider shift toward direct enforcement deployment than even Los Angeles saw
in 2025 would be "LA on steroids" — and a meaningfully larger escalation for businesses to plan

around.

A wider shift toward direct enforcement than even Los Angeles saw
would be "LA on steroids"” — a meaningfully larger escalation for
businesses to plan around.

02 — BACKGROUND

What is the Insurrection Act?

The Insurrection Act of 1807 is a key exception to the Posse Comitatus Act, which generally
prohibits the use of federal troops for domestic law enforcement. It allows the president to deploy

the military domestically to suppress insurrection, address widespread violence, or enforce

federal law when authorities are unable or unwilling to do so.

Its use has been rare. In 230 years, the Insurrection Act has been invoked in response to 30
crises by 17 presidents. The historical bar has been high: deployment has typically occurred only
when public safety was at serious risk or when fundamental constitutional rights could not other-
wise be protected, such as during the Civil War, Reconstruction-era violence, labor unrest, and the
Civil Rights Movement. Importantly, invoking the Act does not suspend the Constitution or impose

martial law. Civil liberties, including First Amendment rights, remain in effect.
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As the United States celebrates the 250th anniversary of the signing of the Declaration of Inde-
pendence, the Insurrection Act remains a powerful but controversial legal tool. While it has been
used sparingly throughout history, recent events have highlighted the delicate balance between
national security and individual freedoms. Businesses should consider closely monitoring any
potential invocation of the Act, as it could have significant impacts on local economies and opera-

tions.

Ultimately, the Insurrection Act underscores the Founding Fathers' enduring concerns about the
risks of unchecked military power on domestic soil — a principle that continues to shape American

democracy to this day.

Ultimately, the Insurrection Act underscores the Founding Fathers'
enduring concerns about the risks of unchecked military power on
domestic soil — a principle that continues to shape American
democracy to this day.

03 — INSIDE THE WHITE HOUSE

The debate on the Insurrection Act

Before National Guard deployments last year, administration officials were already debating how
far to go in working around the courts on immigration enforcement. In the late spring of 2025,
Senior adviser Stephen Miller pushed a plan to suspend habeas corpus rights for immigrants and
asylum seekers, which would have stripped their ability to challenge deportation orders in court.
White House Staff Secretary Will Scharf opposed the plan and laid out his objections in a memo to
Chief of Staff Susie Wiles.

After the president appeared to step back from the habeas corpus ploy, attention turned to the
Insurrection Act itself. That shift gained urgency after federal agents in Minnesota killed Alex
Pretti; Vice President JD Vance argued for invoking the Act to quell the unrest that followed and to

send a message to those opposing ICE operations.

Scharf had cautioned against this path too. In an October 2025 memo, he described the Insurrec-
tion Act as a "break-the-glass exception" to the general ban on domestic military use and warned
that invoking it would likely trigger heavy litigation that could cancel out any tactical benefit. As of

now, neither habeas corpus has been suspended nor the Insurrection Act invoked; however, re-
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porting on internal White House deliberations shows both remain live options the administration

has weighed seriously and could revisit.

04 — THE ECONOMIC RISKS

What invoking the Act would cost

For business leaders, the risk of invoking the Insurrection Act and the economic harms such an

action would cause are both very real.

Recent enforcement actions and domestic deployments show a consistent pattern of economic
disruption across labor markets, consumer demand, and local business activity. When National
Guard troops and armed federal agents were deployed to American cities in 2025 and 2026, hir-
ing slowed, companies saw declining sales, supply chains were interrupted, customers stayed

away, and workers struggled to safely show up.

THE DOCUMENTED TOLL

$203M ~20%

Hit to the Minneapolis local economy in a single of Texas businesses reported immigration policy
month — lost wages, hotel cancellations, and changes disrupted hiring and retaining workers.
small business revenue losses. Dallas Fed, Texas Business Outlook Survey

0 $
Up to 50% 1B
year-over-year revenue drops among businesses in annual sales generated collectively by Little
in Chicago's Little Village Latino corridor. Village businesses now under pressure.

Crain's Chicago Business

In a single month, the city of Minneapolis experienced a $203 million hit to the local economy,
including lost wages, hotel cancellations, small business revenue losses and negative impacts to

communities across the city.

ICE actions also contributed to weak Texas job growth in 2025. According to the Dallas Fed's
Texas Business Outlook Survey, immigration policy changes disrupted hiring and retaining

workers at about 20% of Texas businesses.
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In Chicago's Latino business corridor of Little Village, which collectively generates $1 billion in
annual sales, businesses reported year-over-year revenue drops up to 50%, according to Crain's
Chicago Business. Similar impacts were reported in Los Angeles, Washington, DC and Portland,
ME.

These disruptions follow a predictable chain: Heightened enforcement or military presence re-
duces worker availability, suppresses consumer activity, interrupts logistics, and increases

perceived risk, leading businesses to delay hiring, investment, and expansion.

Invoking the Insurrection Act would significantly escalate the risks and uncertainty that busi-
nesses have experienced in the past year. The Act allows the president to deploy active-duty U.S.
military forces for domestic law enforcement, bypassing state authority and longstanding con-
straints such as the Posse Comitatus Act. For businesses, this signals a breakdown of normal
operating conditions—raising the likelihood of disruptions to transportation, labor access,

customer activity, and public safety.

05 — ELECTION INSTABILITY

A potential "double whammy"

In February 2026, President Trump suggested that Re-
publicans should "nationalize" voting. It is part of an
ongoing effort by the Trump Administration to chal-
lenge the legitimacy of elections — and potentially to

use the Insurrection Act to influence the results.

With midterm elections approaching, the economy
could experience a "double whammy" if the Insurrec-
tion Act were invoked. Elections are already periods of
heightened sensitivity for markets, businesses, and
communities. Introducing federal troops into an
already sensitive election environment would amplify
uncertainty — driving pullbacks in consumer spending,

delaying capital investment, and increasing volatility in

equity and credit markets and negatively affecting the

stock market, retirement plans and 401(k)s.
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THE BOTTOM LINE FOR BUSINESS LEADERS

The Insurrection Act represents a rarely used, high-impact intervention that
departs from modern U.S. governance norms. For business leaders, the
implication is clear: invoking the Insurrection Act would mean fewer workers
showing up, fewer customers spending, more operational disruptions, and urgent

decisions about safety, staffing, and keeping the doors open.

BRTAT

Business Response to Authoritarian Threats - A nonpartisan coalition of business leaders
defending free markets and the rule of law.

Contact us at info@brtat.org for more information.


mailto:info@brtat.org

	The Insurrection Act, the 2026 Election and American Business
	01 — The Evolving SituationAn escalation beyond 2025
	02 — BackgroundWhat is the Insurrection Act?
	03 — Inside the White HouseThe debate on the Insurrection Act
	04 — The Economic RisksWhat invoking the Act would cost
	05 — Election InstabilityA potential "double whammy"


