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The Basics of ‘Hard Money’ Versus ‘Soft Money’
The basic distinction between ‘hard’ and ‘soft’ money is simply a legal distinction—one kind of money can be collected and used in one way, and the other kind in another way.
‘Hard money’ is the common term for any contributions regulated by the Federal Election Campaign Act (FECA) and by state election and campaign laws. These laws set limits on contributions by individuals, political parties, and Political Action Committees (PACs). Under the rules, individuals have maximum limits they may give in a calendar year to federal candidates, state candidates, political parties, and PACs. Corporations and labor unions are not allowed to give any direct political contributions to candidates. However, they are allowed to set up separate, segregated funds—PACs—to raise contributions from employees and members. In Arizona, hard money contributions can only be made with personal funds—not corporate ones. PACs may also make unlimited independent expenditures, which do not go directly to a candidate, but advocate for or against a particular candidate. Hard money is used to directly support and fund candidate’s campaigns while soft money cannot.
Hard money is more versatile than soft money. Hard money may be used for any election expense, from polling to phone-banking to advertisements that directly urge the public to vote for the candidate. Soft money cannot be used to fund ads that use phrases such as "vote for" or "vote against." Hard money is more valuable because it is not subject to these limitations. 
‘Soft money’ describes political contributions that are not subject to the legal limits of FECA or state election and campaign laws. An individual, corporation, union—any entity—is allowed to make unlimited contributions to a national party committee as well as federal and state PACs. The party or PAC may use this money for federal, state and local issue campaigns, party building, as well as voter drives. Soft money may not be used to support or advocate for or against candidates. 

Thus, while soft money is significant, particularly in races important to special interests, hard money constitutes the majority of dollars raised by candidates, parties, and PACs and plays a substantial role in the financing of political campaigns.
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