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We investigate the antecedents of subjective financial well-being and general well-being during the
ongoing COVID-19 pandemic. In an online survey conducted in the midst of COVID-19 pandemic with
over 1000 Swedish participants we found that distrust in the government to cope with financial
(but not healthcare) challenges of the pandemic was negatively related to the feeling of financial
security. In a structural equation model, we also show that trust in government to deal with financial

JEL classification: challenges of COVID-19 pandemic has a significant impact on general well-being through the mediating
D14 channel of financial well-being. In addition, trust in government to deal with healthcare challenges of
D84 COVID-19 pandemic has a significant direct impact on individuals’ general well-being. Our findings
G40 have important implications for public policy as they highlight the importance of citizens’ trust in
G50 well-functioning governmental institutions to help cope with not only healthcare, but also financial
Keywords: challenges of an ongoing pandemic.

Financial well-being © 2021 The Author(s). Published by Elsevier B.V. This is an open access article under the CCBY license
Well-being (http://creativecommons.org/licenses/by/4.0/).
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Trust
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1. Introduction

How do major negative societal events influence the feelings
and decisions of a whole population? Previous research in behav-
ioral economics has shown that preferences are constructed on
the basis of various contextual factors such as incidental affect,
mood, or general well-being (Johnson and Tversky, 1983; Slovic,
1995) and people tend to rely on their affective reactions and
mood when making decisions (Slovic et al., 2002a). These effects,
however, have limited scope in normal everyday life (e.g., local
effects of weather on stock trading; Hirshleifer and Shumway,
2003; Saunders, 1993), whereas large societal events such as the
COVID-19 pandemic may impact a whole population with more
similar responses across individuals. Some recent research shows
that feelings of worry and distress have increased during the
COVID-19 pandemic (Fitzpatrick et al., 2020), while the effect on
general (subjective) well-being is both small (Kivi et al., 2020) and
large (Qiu et al., 2020; Wang et al., 2020), depending on sample.

* Corresponding author.
E-mail address: kinga.barrafrem@liu.se (K. Barrafrem).
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In addition to direct health concerns, a potential source of neg-
ative feelings during a major crisis like the COVID-19 pandemic
is the insecurity about the financial situation (Barrafrem et al.,
2020). Financial well-being is very much about emotions such as
fear and distress (Pixley, 2004, 2012a). These types of negative
emotions are also a prime reason for why people often fail to
do economically what they know they should (Pixley, 2012b). In
general, we expect that the increase in negative feelings across
the population due to the COVID-19 pandemic is linked to a
perceived lower financial security. However, for an event that
affects an entire country or even the world, both feelings and
well-being can be mitigated by factors such as trust in institutions
and the government’s ability to suppress and handle uncertainties
related to public health. Importantly, trust is directly intertwined
with perceptions of personal and societal financial risk (Slovic,
1999). Distrust in institutions responsible for risk management
has been shown to be linked to perceptions of unacceptably high
risks. Moreover, both risk and trust are feeling-based heuristic
judgments (the affect heuristic; Slovic et al., 2002b; Slovic and
Vastfjall, 2010) - if it feels good, risk is low, and trust is high; if
it feels bad, risk is high, and trust is low.

In this research, we ask how important trust or distrust in pub-
lic institutions to deal with financial and healthcare challenges

2214-6350/© 2021 The Author(s). Published by Elsevier B.V. This is an open access article under the CC BY license (http://creativecommons.org/licenses/by/4.0/).
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is for financial well-being during a sudden economic downturn.
Moreover, we examine the mediating role of financial well-being
in the relationship between these perceptions and the general
well-being. Trust in government may potentially affect financial
well-being, because a well-functioning safety net is important
for individuals to feel secure when it comes to their finance,
especially in times of unrest, like the COVID-19 pandemic. In
general, trust is seen as a cornerstone to economic development
(Algan and Cahuc, 2010). In particular, trust in government to deal
with pandemic challenges may affect people’s perception of how
vulnerable they are to financial shocks caused by the ongoing
pandemic.

Financial well-being or satisfaction in regard to financial mat-
ters has been previously shown to have a significant impact on
the quality of life, happiness, general well-being, mental health,
and interpersonal relationships (Briiggen et al., 2017; Netemeyer
et al,, 2017). In this study, we used multiple-item measure of two
facets of financial well-being (Lind et al., 2020): financial security
and financial anxiety. Thus, financial well-being is defined here
as (a) a sense of security about one’s own financial situation and
(b) the lack of negative emotions (i.e., anxiety, worry) caused by
financial matters.

1.1. The Swedish context and the current study

The first case of COVID-19 in Sweden was reported February
1 (World Health Organization, 2020a). On March 25, Swedish au-
thorities issued statements recommending social distancing and
working from home, but unlike in many other countries did not
enact a general lockdown or make these measures legally binding,
which attracted general criticism from many epidemiologists in
the country and in the rest of the world (Henley, 2020a). An ad-
ditional, yet voluntary, recommendation to “shelter in place” was
also directed to adults aged 70 and older (Public Health Agency
of Sweden, 2020). At the time of data collection, Sweden had
192 confirmed deaths per million (World Health Organization,
2020b).

At the same time, Stockholm Stock Exchange experienced a
dramatic fall, during which OMX Stockholm 30 dropped about
31% in one month, between 19th of February (the all-time high
value of OMX Stockholm 30) and 23rd of March (the lowest
value of OMX Stockholm 30 since the beginning of the COVID-
19 pandemic). After 23rd of March the stock market started to
recover, however, on 23rd of April (the last day of data collection)
the value of OMX Stockholm 30 was still about 18% below the
level from 19th of February.

Taken together, the goal of this research is to examine how
Swedes’ trust in official institutions’ ability to deal with the on-
going COVID-19 pandemic is related to financial and general
well-being. We predict that trust in government to deal with
financial issues is positively related to financial security and neg-
atively related to financial anxiety. Through that channel it also
has an impact on general well-being. In addition, as health issues
can lead to loss of income (or part of it), we expect that trust
in government to deal with healthcare issues is positively related
to financial well-being (i.e., positively related to financial security
and negatively related to financial anxiety) as well as to general
well-being (i.e., satisfaction with life and subjective happiness).

2. Methods
We conducted an online survey with a general population of

Sweden in the midst of COVID-19 pandemic, between 07th April
and 23rd April 2020. Participants were recruited in collaboration
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with Origo Group! and drawn from a sample of the general adult
Swedish population previously included in their subject pool.

Financial well-being was measured using the Financial Well-
Being Scale (Strombdck et al, 2017, 2020) which consists of
two components: Financial Anxiety (based on the four items
in anxiety factor in Fiinfgeld and Wang, 2009) and Financial
Security. People with high levels of financial well-being should
consequently get a high score on Financial Security and low score
on Financial Anxiety. We averaged the answers to items in each
facet and obtained two variables, financial anxiety and financial
security.? Factor analysis confirmed the two-factorial nature of
the Financial Well-Being Scale. Furthermore, while Financial Anx-
iety includes items that are relatively stable over time (e.g., | get
unsure by the lingo of financial experts), items in Financial Secu-
rity are likely to be more time specific (e.g., I feel confident about
my financial future). Thus, the Financial Well-Being Scale mea-
sures both state- and trait-related factors related to subjective
financial well-being. This makes Financial Security more likely to
be affected by situational context (e.g., COVID-19 pandemic) than
Financial Anxiety. The Cronbach’s alpha for Financial Anxiety and
Financial Security is 0.80 and 0.90 respectively.

We asked participants about their trust in government’s ability
to handle economic and healthcare challenges that Sweden faces
during the pandemic. Participants answered on a seven-point
scale ranging from “no trust” to “a lot of trust”. Furthermore, we
asked participants about perceived risk that the ongoing COVID-
19 pandemic has on their economic situation and health status.
Participants answered on a seven-point scale ranging from “no
risk at all” to “very high risk”. While significant, the Pearson’s
correlation coefficients show that the correlation between the
risk perception in the financial and health domain was weak (r =
0.24), but the correlation between trust in government related to
financial and healthcare challenges was strong (r = 0.81).

Participants responded to the five-item (“Big Five”) financial
literacy scale (Lusardi, 2011; Lusardi and Mitchell, 2008). This
scale measures individual differences in knowledge about com-
pound interest, inflation, risk diversification, stock market, and
loans. A higher value of financial literacy indicates a better knowl-
edge of financial concepts. In addition, we collected information
about respondent’s age, gender, education, and household’s gross
income. Lastly, we asked participants if their income decreased
as a result of the COVID-19 pandemic.

General well-being has two components: the affective compo-
nent and the cognitive (judgmental) component (Diener, 1984).
While correlated, the two components are distinct from each
other; the affective component captures individuals’ emotional
reactions to events that might be temporary. The cognitive com-
ponent captures individuals’ satisfaction with life, which is a
more long-term evaluation of how one is doing in relation to a
subjective standard. Thus, to measure the affective component
of general well-being, we use the Subjective Happiness Scale
(Lyubomirsky and Lepper, 1999) and to measure the cognitive
component of general well-being we use the Satisfaction With
Life Scale (Diener et al.,, 1985). Satisfaction with Life does not
make distinction between different life domains, such as health,
wealth, or family, but rather allows individuals to weigh them
subjectively. The Cronbach’s alpha for Subjective Happiness Scale
and The Satisfaction with Life Scale is 0.83 and 0.93 respectively.

In order to inspect the relationship between financial well-
being and trust we conduct a series of linear regressions with

1 Origo Group (www.origogroup.com) is a Swedish research company that
specializes in data collection for national and international surveys. We hired
them to collect a representative sample (based on age and gender in the Swedish
adult population) of participants for our online experiment.

2 The survey questions can be found in the Supplementary Material.


http://www.origogroup.com

K. Barrafrem, G. Tinghog and D. Vistfjdll

Table 1
Mean values and standard deviations of the variables used in the study.

Variable Mean/Proportion (Std)
Female 50.15%
Age 47.60
(15.67)
Education:
- Primary education 7.05%
- Secondary education 39.37%
- Higher education, less than 3 years 21.06%
- Higher education, 3 years or more 32.52%

Household income (median category) 35 000 sek - 44 999 sek

Trust in government: finance 4.12
(1.81)
Trust in government: healthcare 418
(1.81)
Financial risk 3.58
(1.79)
Health risk 4.10
(1.59)
Financial literacy 2.57
(1.37)
Financial anxiety 2.37
(0.93)
Financial security 2.85
(1.22)
Satisfaction with life 2.96
(1.01)
Subjective happiness 4,37
(1.25)

Note: Standard deviation in the brackets where applicable. Household income is
an ordinal variable and represents monthly gross income of a household. It takes
values from 1 (less than 15 000 sek) to 6 (55 000 sek or more). Trust variables
take values between 1 (low trust) and 7 (high trust). Risk variables take values
between 1 (low risk) and 7 (high risk). Financial literacy takes values between
0 (low literacy) and 5 (high literacy). Financial anxiety takes values between 1
(low level of anxiety) and 5 (high level of anxiety). Financial security takes values
between 1 (low level of security) and 5 (high level of security). Satisfaction with
life takes values between 1 (low satisfaction) and 5 (high satisfaction). Subjective
happiness takes values between 1 (low happiness) and 7 (high happiness).

robust standard errors (MacKinnon and White, 1985).> We use
financial anxiety and financial security as dependent variables.
We complement linear regressions with mediation analysis, in
which we investigate the mediating effect of financial security
and anxiety on general well-being.

3. Results

The online survey was answered by 1021 respondents. The
mean age was 48 years and 50.1% of respondents were female.
Almost every fourth respondent (23.6%) reported that they lost
at least a small part of their income during the ongoing COVID-
19 pandemic. Descriptive statistics of the sample are presented
in Table 1.

Fig. 1 shows the percentage of respondents who reported
respective levels of trust in government related to financial and
healthcare issues. The variables have similar distributions. In both
cases, the mode is 5 which reflects relatively high levels of trust.
Thus, we conclude that trust in general is quite high, but that
there is considerable individual variation.

If we examine general and financial well-being, we find that
the correlations between financial well-being measures and gen-
eral well-being have moderate correlation, while subjective hap-
piness and satisfaction with life are strongly correlated (Table 2).
Thus, financial well-being and general well-being are correlated,
yet distinct, constructs which warrants a separate analysis of the
measures.

3 MacKinnon and White (1985) standard errors used in the analysis are the
most commonly used robust standard error estimator.
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3.1. Trust and financial well-being

We investigate the link between financial well-being (i.e., fi-
nancial security and financial anxiety) and trust in government to
help individuals deal with potential challenges related to COVID-
19 in a regression framework. Table 3 shows the results from
linear regressions in which we use financial anxiety and financial
security as outcome variables representing financial well-being,
and trust in official institutions as the regressor of interest.* Over-
all, we find that trust in government to deal with financial issues
is positively related to the feeling of financial security, while
there is no statistically significant relationship between trust in
government to deal with healthcare issues and financial security.
Moreover, we see no significant relationship between trust in
government and financial anxiety. These results are robust to the
inclusion of individual differences such as financial literacy, age,
gender, household income, education as shown in Models 2 and
4. In Models 2 and 4 we also include individuals’ perceptions
of the risk of COVID-19 to impact their financial situation or
health status. We find that not only perceived financial risks but
also health risks caused by an ongoing pandemic are negatively
related to one’s financial well-being.

To summarize, we find that trust in government to deal with
financial challenges related to COVID-19 pandemic is positively
related to financial security but not financial anxiety. One of the
reasons for this difference can be that the items used to measure
financial security capture temporal state feelings, while the items
used to measure financial anxiety are more likely to capture trait
features of the individual, which are likely to be less affected
by the pandemic. The results show that an individual with an
average of financial security score (2.85), whose trust level in
the government to deal with financial challenges increases from
very low to very high, will experience an increase of approx-
imately 25 percent in financial security. In a similar vein, for
an individual with an average score of financial anxiety (2.37),
moving from very low trust to very high trust in government
to deal with financial challenges of the pandemic will be asso-
ciated with a decrease of approximately 2 percent in financial
anxiety. Put differently, an increase in trust in government to
deal with financial issues by one standard deviation is related
to the increase in financial security by 0.172 standard deviations
and decrease in financial anxiety by 0.017 standard deviations.
In order to understand the relative magnitude of this effect we
compare standardized beta coefficients and find that trust in
government to deal with financial issues has greater impact on
the feeling of financial security than other factors such as financial
literacy or education.” This shows that by increasing trust among
their citizens, governments may have a significant impact on
individuals’ financial well-being particularly due to the increased
feeling of financial security. In contrast, trust in government to
deal with healthcare challenges related to COVID-19 pandemic is
not significantly related to financial well-being. This is surprising
given that higher perceived healthcare risks are connected to
lower financial well-being.

4 The same regression models but with general well-being (i.e., satisfaction
with life and subjective happiness) as outcome are presented in the Supple-
mentary Material. We find that trust in government to deal with healthcare
challenges related to COVID-19 pandemic is positively related to general well-
being. In contrast, trust in government to deal with financial challenges related
to COVID-19 pandemic seems to have no significant relationship with general
well-being.

5 Standardized beta coefficients for Table 3 are presented in the
Supplementary Material.
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Fig. 1. Distribution of trust in government related to financial and healthcare issues.

Table 2

Pairwise correlations between well-being measures used in the study.

Variables Financial Financial Subjective Satisfaction
anxiety security happiness with life

Financial anxiety 1.000

Financial security —0.409"** 1.000

Subjective happiness = —0.357*** 0472 1.000

Satisfaction with life ~ —0.334"* 0.553"* 0.704"* 1.000

Note: Financial anxiety takes values between 1 (low level of anxiety) and 5 (high level of anxiety).
Financial security takes values between 1 (low level of security) and 5 (high level of security).
Subjective happiness takes values between 1 (low happiness) and 7 (high happiness). Satisfaction
with life takes values between 1 (low satisfaction) and 5 (high satisfaction).

***p < 0.01.

3.2. The mediating role of financial well-being on general well-being

Up until this point, we have focused on financial well-being of
individuals. However, as evidenced by the moderate correlation
coefficients, financial well-being is only one of the components
of general well-being. We therefore conducted a mediation anal-
ysis to investigate if trust in government to deal with financial
and healthcare related issues during COVID-19 pandemic affects
general well-being. We allowed for direct effects and indirect me-
diation by financial security and financial anxiety. We use the Sat-
isfaction with Life and Subjective Happiness measures as proxy
for general well-being (Diener, 1984). We conducted a media-
tion analysis using structural equation model with bootstrapped
standard errors (1000 replications). The model assumed three
covariance connections: between the two trust variables, be-
tween the disturbances of two financial well-being variables, and
between the disturbances of two general well-being variables.®

The results from our model estimations are presented in Fig. 2.
We find that trust in government to deal with financial chal-
lenges of COVID-19 pandemic is directly related to financial se-
curity and through that channel is indirectly related to satis-
faction with life (total effect, 8 = 0.070, standardized 8 =
0.126, p = 0.012) and subjective happiness (total effect, 8 =
0.077, standardized B = 0.111, p = 0.047). While trust in

6 We find that each of the covariances was statistically significantly different
from zero.

government to deal with healthcare challenges of COVID-19 pan-
demic is not related to financial well-being, it has a direct relation
to general well-being (i.e., satisfaction with life, total effect, 8 =
0.081, standardized B = 0.146, p = 0.005; and subjective
happiness, total effect, 8 = 0.114, standardized 8§ = 0.166, p =
0.003).” In sum, for an individual with an average score of satis-
faction with life (2.96), moving from very low trust to very high
trust in government to deal with financial (healthcare) challenges
of the pandemic will be associated with an increase of approxi-
mately 14 (16) percent in satisfaction with life. In turn, for an
individual with an average score of subjective happiness (4.37),
moving from very low trust to very high trust in government
to deal with financial (healthcare) challenges of the pandemic
will be associated with an increase of approximately 11 (16)
percent in subjective happiness. To conclude, trust in government
to deal with both financial and healthcare challenges during a
pandemic can significantly contribute to individuals’ improved
general well-being by impacting both its cognitive and emotional
aspects.

To summarize, trust in government to deal with financial
challenges of COVID-19 pandemic is directly related to financial
well-being as it affects the feeling of financial security. Through
that channel it is also indirectly related to general well-being
(both satisfaction with life and subjective happiness). In contrast,

7 The detailed list of direct and indirect effects can be found in the
Supplementary Material.



K. Barrafrem, G. Tinghog and D. Vistfjdll

Journal of Behavioral and Experimental Finance 31 (2021) 100514

Table 3
The relationship between trust in government and financial well-being. Linear regression models.
Variables (1) (2) (3) (4)
Financial security Financial security Financial anxiety Financial anxiety
Trust in gov.: finance 0.164*** 0.117* —0.035 —0.009
(0.037) (0.032) (0.030) (0.029)
Trust in gov.: healthcare 0.004 —0.020 —0.012 0.004
(0.037) (0.032) (0.031) (0.029)
Financial risk —0.135"** 0.109"**
(0.021) (0.017)
Health risk —0.077*** 0.069"**
(0.024) (0.020)
Financial literacy 0.115* —0.081"*"
(0.028) (0.022)
Household income 0.184" —0.062""*
(0.021) (0.017)
Female —0.327*** 0.091
(0.071) (0.056)
Age 0.008"** —0.010"""
(0.002) (0.002)
Educ.: Secondary 0.222 —0.300"**
(0.145) (0.112)
Educ.: University < 3 years 0.274" —0.408"*"
(0.155) (0.118)
Educ.: University >3 years 0.379** —0.313"
(0.151) (0.116)
Constant 2.156" 1.804" 2562 2.902"
(0.100) (0.223) (0.082) (0.180)
Observations 1021 1021 1021 1021
R-squared 0.061 0.294 0.008 0.165

Note: Robust standard errors (MacKinnon and White, 1985) in parentheses. VIF for the two explanatory variables related to
trust in government range from 2.89 (Model 1 and Model 3) to 2.93 (Model 2 and Model 4) suggesting no problems with
strong multicollinearity. Outcome variables are listed on the top of each column. Financial anxiety takes values between 1
(low level of anxiety) and 5 (high level of anxiety). Financial security takes values between 1 (low level of security) and 5
(high level of security). Trust in government variables take value between 1 (low trust) and 7 (high trust) and indicate trust
in governmental institutions to cope with financial/health challenges of COVID-19 pandemic; Financial risk and health risk
take value between 1 (low perceived risk) and 7 (high perceived risk) and indicate perceived risk that COVID-19 pandemic
has on one’s own financial situation and health status; Financial literacy takes values between O (low fin. literacy) and 5
(high fin. literacy). Household income is an ordinal variable and represents monthly gross income of a household where the
lowest category is “less than 15 000 SEK” and the highest category is “55 000 SEK or more”; Reference category for Female

is male and for Education is primary education.
**p < 0.01.

**p < 0.05.

*p < 0.1

Trust fin.

Satisfaction
with Life

-

Fin. Security

@ Fin. Anxiety

Fig. 2. The impact of trust in government on general well-being and the
mediating role of financial well-being.

Note: Total effects (i.e., direct + indirect effects) are given in the brackets.
Standard errors were calculated using bootstrap with 1000 replications. *** p <
0.01, " p < 0.05, * p < 0.1. The model assumed three covariance connections:
between the two trust variables, between the disturbances of the two financial
well-being variables, between the disturbances of the two general well-being
variables. These connections are not shown for the sake of the clarity of the
figure.

Subjective
Happiness

Trust healthcare =
e )

trust in government to deal with healthcare challenges of COVID-
19 pandemic is unrelated to financial well-being but is directly
related to general well-being (both satisfaction with life and
subjective happiness).

4. Discussion and conclusions

The COVID-19 pandemic - a global threat to both individuals’
health and finance, is likely to instigate a downward spiral of
financial and general well-being. Severe impediments to the daily
life such as social distancing rules, restrictions on travel and social
gatherings, as well as strict lockdowns can further aggravate
negative feelings. In addition, in the face of increasing numbers
of cases and deaths, trust levels in authorities’ capabilities to deal
with an ongoing crisis may deteriorate. This has been the case
in Sweden, due to a sharp surge in COVID-19 related deaths.
The trust in authorities’ handling the crisis caused by COVID-
19 pandemic declined from 63% in April 2020 to 45% in June
2020 (Henley, 2020b). Thus, it is particularly important to assess
how changes in trust are associated with financial and general
well-being.

We investigated the relationship between trust in governmen-
tal institutions to deal with financial and healthcare challenges
and the financial and general well-being in the wake of COVID-
19 pandemic. Our findings show that distrust in government to
deal with financial issues caused by ongoing pandemic is directly
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related to feelings of financial insecurity. This, in turn, has a neg-
ative impact on satisfaction with life and subjective happiness. In
addition, distrust in government to deal with healthcare issues
caused by ongoing pandemic is directly related to lower general
well-being (i.e., satisfaction with life and subjective happiness),
but not financial well-being. In addition, our results show that
perceptions of risks related to financial and health matters are rel-
evant for financial well-being. Potentially, individuals are afraid
that if they contract with the sickness, they will not be able to
provide financial support for their households.

Our study contributes to findings on the important connection
between trust and welfare (e.g., Knack and Keefer, 1997; Putnam
et al, 1994; Zak and Knack, 2001). Simply put, our economy
works because we trust each other and our institutions. We show
that, in the context of an unforeseen crisis such as the COVID-19
pandemic, trust in social institutions is likely to play an important
role in how well a country and its citizens recover. Not only
from a health perspective but also from a financial and general
well-being perspective. While our study focuses on trust in social
institutions during the COVID-19 pandemic and its effect on
financial and general well-being at the individual level, previous
studies have explored the importance of trust on firm and stocks
at the market level. For example, Mazumder (2020) found that in
the USA firms headquartered in the states with high social trust
perform better during the COVID-19 pandemic. Thus, our study
extends such findings by showing that trust, in our case in official
institutions, is related to well-being at the individual level.

During the COVID-19 pandemic most governments have had
a key focus on bolstering the healthcare system to be able to
cope with individuals affected by sickness and trying to stop
the spread of the disease. Our study shows that while possibly
overlooked during a pandemic, the trust in well-functioning fi-
nancial governmental institutions has an important impact on
general well-being of citizens through the channel of financial
well-being. Thus, in the face of a sudden crisis it is important that
governments do not neglect the long run opportunity costs that
a too one-sided policy focus on containment of the virus might
have on welfare if no measures to revitalize financial well-being
is taken.
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