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1 INTRODUCTION 

Being the ultimate goal of any service firm, custom-
er satisfaction has long been a central topic in the 
marketing field, whereby large amounts of research 
has been conducted. However, despite the huge body 
of literature on this topic, scholars continue to be at-
tracted to conduct research on customer satisfaction 
for both theoretical advancement purposes and prac-
tical implications (e.g., Bowen & Chen, 2001; 
Furrer, Liu, & Sudharsan, 2000; Sabharwal, Soch, & 
Kaur, 2010; Wu, 2011). In the tourism and hospitali-
ty sector, this topic has often been linked to the cul-
tural background of the customer and the service 
provider (e.g., Reisinger & Turner, 2001; Smith, 
Bolton, & Wagner, 1999; Weiermar, 2000). Indeed, 
incorporating cultural aspects into tourism customer 
satisfaction studies are deemed important due to the 
increasing global opportunities for international 
travel and interaction. Therefore, people from differ-
ent cultures engage in service interactions. Further-
more, the cultural interaction between customers and 
service providers during service encounters might 
lead to different interpretations, perceptions and 
evaluations toward the service performance in the 
minds of both the customers and the service provider 
(Strauss & Mang, 1999). Consequently, service per-

formance variations might be regarded by certain 
customers as a failure due to cultural differences.  

The link between cultural differences and custom-
er satisfaction in the context of service failure has al-
so been extensively studied (eg., Patterson & 
Mattila, 2008; Patterson, Cowley, Prasongsukarn, 
2006). However, the majority of these studies have 
focused on the national cultural background that an 
individual (either the customer or the service provid-
er) possesses. Whilst it is critical to understand cul-
tural differences/similarities between customers and 
service providers in the tourism field (Weaver & 
Lawton, 2010), customers’ familiarity with the cul-
ture of the destination might also play an important 
role toward satisfaction. For example, familiarity 
with the way the service is delivered in various 
countries may have an impact on how a customer 
evaluates the service standards. This is particularly 
true when service failures occur, whereby customers 
may weight the same failure differently depending 
on their familiarity toward the culture of the destina-
tion.  
  Thus, understanding customers’ evaluation toward 
service performance from the perspective of cultural 
familiarity is also considered essential. However, 
there are limited studies which have addressed this 
issue. Therefore, this study extends the limited lit-
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erature by investigating the role of cultural familiari-
ty on customer satisfaction by incorporating differ-
ent levels of service failure severity. The study also 
examined the interaction effect between the two in-
dependent variables of cultural familiarity and sever-
ity of service failure.  

Following this introduction, the paper presents the 
literature review, research methods, results, discus-
sion and finally the conclusion. 

2 LITERATURE REVIEW 

This section provides a brief overview of the litera-
ture supporting this study: customer satisfaction, 
service failure, and cultural familiarity respectively. 

2.1 Customer satisfaction 
Customer satisfaction has occupied a central posi-
tion in the service and marketing literature. Custom-
ers evaluate service performance before, during and 
after service consumption. Based on their evalua-
tions, customers develop feelings of satisfaction or 
dissatisfaction (Bitner, Brooms, & Mohr, 1994). 
More specifically, satisfaction or dissatisfaction re-
sults from the comparison of customers’ prior expec-
tations and the actual service performance (Oliver, 
1980). When a service performance does not meet 
the customer’s expectations, the customer will be 
dissatisfied. On the other hand, when a service per-
formance meets the customer’s expectations, the 
service is considered satisfactory.  

Customer satisfaction is thus used to measure the 
level of the service performance. This evaluation is 
seen from the eyes of the customer, and even though 
service providers have performed to their best, the 
outcome may still be regarded as dissatisfying by 
customers. Thus, customers are the true judges of 
service quality however, their judgments are rela-
tively subjective. This subjectivity might arise from 
the different experiences that each customer pos-
sesses. Accordingly, the subjectivity of customers’ 
evaluations might also result from the level of their 
familiarity with the culture of the destination. That 
is, their previous experiences or current knowledge 
of this destination context. However, despite being 
heavily researched within the context of the hospital-
ity sector, where cultural interactions between cus-
tomers and service providers from different back-
grounds often occur, customer satisfaction has rarely 
been integrated with cultural familiarity. For this 
reason, this study enhances the understanding of 
customer (dis)satisfaction toward service failure by 
incorporating cultural familiarity. Before discussing 
cultural familiarity in depth, a brief review of what 
constitutes a service failure is presented. 

2.2  Service failure 
Being performed by humans instead of machines, 
service encounters may not be 100% standardized 
and error free. Thus, during any service encounter, 
service failure is a common phenomenon and is to 
some extent unavoidable, even in well organized and 
well established service firms (Mattila, 2001). Ser-
vice failure is defined as a mistake or error while 
services are being delivered to customer(s) (Lewis & 
Spyrakopoulos, 2001). This error might be caused 
by the manner of the staff (interpersonal failure) or 
the system (functional failure) (Smith et al., 1999) 
and, might trigger customer dissatisfaction (Sparks 
& McColl-Kennedy, 2001).  

As we might logically expect, research in the area 
of service failure has found that customer dissatis-
faction toward service failure might depend upon the 
magnitude of the failure (Smith et al, 1999). While 
this statement is fairly obvious at first glance, we 
suggest that different levels of failure severity might 
elicit different levels of responses and more im-
portantly interact with cultural familiarity as a pre-
cursor to customer satisfaction (see hypothesis 3). 
As such, the following hypothesis was proposed: 

Hypothesis 1 
There are differences in the levels of customer’s 
satisfaction based on the level of the severity of 
service failure. 

2.3  Cultural familiarity 
Culture is identified as a broad, complex, unique, 
multidimensional, and abstract concept (Donthu & 
Yoo, 1998; Patterson & Mattila, 2008; Reisinger & 
Turner, 2001) that is manifested in many aspects of 
human life. Amongst other things, culture forms 
people’s behaviour, habits, attitudes, and beliefs. In 
the service oriented marketing literature, culture has 
been often been linked to customer satisfaction. 
However, the attention has mainly focused on the 
cultural differences between customers and service 
providers (Reisinger & Turner, 1997; Patterson & 
Mattila, 2008). In contrast, the present research fo-
cuses on familiarity, which refers to the levels of 
awareness or knowledge about an object such as a 
product, either service or good. This product or ser-
vice awareness might be obtained from information 
search, previous experience, or a third party’s rec-
ommendation, such as friends, relatives, or travel 
agencies. Thus, cultural familiarity in this study re-
fers to the awareness of culture, language, food, 
communication, and service standards of the destina-
tion.  

Much research has reported the role of product 
familiarity on customer evaluation (e.g., Rao & 
Monroe, 1988). That is, the more familiar a custom-
er is with the product/focal service provider, the 
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higher the customer’s evaluation will be (eg., Patter-
son & Mattila, 2008) . However, customers might 
become more demanding when they are familiar 
with the product. Thus, the opposite result might be 
obtained, whereby the more familiar customers are 
toward a product, the lower their evaluation will be. 
Similarly, in the context of familiarity with the cul-
ture of a destination, the more familiar are custom-
ers; the lower their evaluation will be. However, 
while there have been a number of studies that link 
the concept of product familiarity to customer satis-
faction, little has been done using the aspect of fa-
miliarity with the culture of a destination. Therefore, 
this study answered whether or not cultural famili-
arity is able to explain the variations in customer sat-
isfaction levels. Thus, the following hypothesis was 
proposed: 

Hypothesis 2  
Customer’s satisfaction differs based on the level  
of cultural familiarity. 

Whilst the severity of failure and cultural famili-
arity have been proposed to influence customer sat-
isfaction, it is essential to understand whether cus-
tomer satisfaction toward high failure severity is the 
same whether or not the customer is familiar or un-
familiar with the culture of the location of the ser-
vice failure. Thus, it is arguable that there is an in-
teraction effect between these two independent 
variables. Therefore, in addition to the previous hy-
potheses, the following hypothesis was proposed:  

Hypothesis 3 
An interaction effect exists between the severity of 
failure and cultural familiarity leading to custom-
er satisfaction. 

3 RESEARCH METHODS 

This study employed a sequential mixed-methods 
approach. First, an exploratory study using focus 
groups was undertaken to elicit insights into the po-
tential influences of the proposed variables on cus-
tomer satisfaction (Trianasari, Sparks, & Butcher, 
2011). Twenty nine Australians were recruited in six 
separate group discussions. The findings from the 
focus group were used to develop the stimulus mate-
rial for the present study. A 3 (cultural familiarity: 
low/Russia, medium/Indonesia, high/Australia) x 3 
(severity of failure: low, medium, high) experi-
mental design was employed. Data were collected 
from 740 Australians via an online based survey 
method. The respondents were randomly assigned to 
various scenario conditions and were asked to rate 
their level of satisfaction (measured using a multi-
item scale). Prior to the main data analysis, realism 

and manipulation checks were performed in order to 
ensure that the manipulations worked as intended 
(Perdue & Summer, 1986). Next, a series of 
ANOVA were conducted to test the hypotheses. 

4 RESULTS 

This section presents the results of the two prelimi-
nary tests of the credibility and manipulation effec-
tiveness of the stimulus material and the hypotheses 
testing.  

4.1 Credibility and manipulation checks 
A number of measures were included to test the 
credibility of the treatments and the manipulations of 
the independent variables. The results of these tests 
which used a 7-point scale were satisfactory. For the 
credibility checks, four items were used to represent 
realism of the scenario (eg., 1= very unrealistic, 7 = 
very realistic) and the ease of the participants to im-
agine the scenario (eg., 1= very easy, 7 = very diffi-
cult). The respondents found the service conditions 
were realistic and were able to play the role as a ho-
tel guest (the lowest M = 5.5). For the manipulation 
tests, it can be explained briefly that the respondents 
viewed the description of severity of failure and cul-
tural familiarity to be different in the predicted di-
rections. Hence, the manipulations of the factors in 
each of the independent variable were deemed valid 
(Mlow = 3.40, SD = 1.56; Mmedium = 4.13, SD = 1.41; 
Mhigh = 4.48, SD = 1.41 for severity of failure and 
Mlow = 2.55, SD = 1.30; Mmedium = 3.61, SD = 1.43; 
Mhigh = 6.34, SD = .81 for cultural familiarity). The 
next step was to test the hypotheses which are dis-
cussed in the next sub-section. 

4.2  Hypotheses testing 
The results show significant main effects for severity 
of failure and cultural familiarity on customer satis-
faction F (2,730) = 15.44, p =.000, ŋ 2 = .04 and F 
(2,730) = 3.49, p<.05, ŋ 2 = .01 respectively. These 
findings suggest statistical support for hypotheses 1 
and 2. The respondents reported different levels of 
satisfaction in different conditions of severity of 
failure and cultural familiarity. Further analysis was 
conducted to understand which groups differ by per-
forming a post hoc test using Tukey’s technique. 
This test revealed that dissatisfaction was greater for 
those in the medium/high failure severity conditions 
compared to the low severity conditions. Further-
more, a similar test was performed to understand 
which of the cultural familiarity groups differed. 
However, no difference in the dissatisfaction levels 
of low, medium and high familiarity was found.  
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More importantly, these main effects were quail-
fied by an interaction effect between cultural fami-
liarity and severity of failure, F (4,730) = 3.24, 
p<.05, ŋ2 = .02, which suggests that hypothesis 3 is 
supported. The mean scores of the simple effect of 
failure severity within cultural familiarity on satis-
faction are shown in Table 1. The univariate F tests 
of the simple effect of the severity of failure within 
each level of cultural familiarity were found signifi-
cant (Flow (2,730) = 6.55, p<.01; Fmedium (2,730) = 
4.20, p<.05; Fhigh (2,730) = 10.30, p<.05). However, 
the simple effect of cultural familiarity within each 
level of severity of failure was only significant for 
high level of severity (F (2,730) = 5.63, p<.01). Fur-
thermore, the simple effects analyses show that the 
main source of the interaction effect occurs in the 
highest level of cultural familiarity. That is, the level 
of dissatisfaction is substantially greater when cul-
tural familiarity is high for the high severity of fail-
ure condition, suggesting greater levels of satisfac-
tion when the customer is unfamiliar with the 
culture. In other words, within the high familiarity 
condition, respondents displayed lower satisfaction 
when the severity of failure was high versus low or 
medium; whereas within the medium or low famili-
arity condition, respondents expressed a lower level 
of satisfaction for medium or high severity of failure 
compared to low severity. Whereas, within the low 
level of severity, respondents showed lower satisfac-
tion for the medium/high familiarity compared to the 
low level of familiarity. This interaction effect is 
demonstrated in Figure 1. 

 
Table 1. Mean scores of failure severity and cultural familiarity  
on satisfaction ______________________________________________ 
    Cultural  familiarity   Severity of failure    
    Low  Med  High  Average     ______________________________________________ 
Severity  
of failure 
 
Low   3.12  2.89  2.69      2.90 
Medium  2.54  2.32  2.66  2.51     
High   2.46  2.45  1.86  2.66 
    
Cultural  
familiarity 
Average  2.71  2.55  2.40  
_______________________________________ 

5 DISCUSSION 

The finding of this study confirmed the results of the 
existing literature that failure severity is an im-
portant determinant of customer satisfaction (eg., 
Smith et al., 1999). That is, the more severe the ser-
vice problem, the less satisfied the customer will be. 
This study also supported its key hypothesis that cul-
tural familiarity affects customer satisfaction signifi-
cantly. That is, differences in customer satisfaction  
 

 
Figure 1. The effects of severity of failure and cultural  

   familiarity on customer satisfaction. 
 
can be explained by different levels of cultural fa-
miliarity. With different levels of cultural familiari-
ty, people might have different criteria for service 
quality and thus, respond differently when failure 
occurs. Moreover, from the effect sizes, it can be 
noted that compared to cultural familiarity, the se-
verity of failure is more important to explain the var-
iations in the customers’ levels of dissatisfaction.  

In addition to the finding of the main effects, the 
unique interaction effect of the severity of failure 
and cultural familiarity was also found. That is, the 
variation in the levels of satisfaction is not simply 
the effect of severity of failure but is also impacted 
by how familiar a person is with the culture. In par-
ticular, for high severity failures, when a person is 
also very familiar with the culture the same event is 
seen to be much more dissatisfying compared to 
when it occurs in a less familiar environment. This 
finding offers the key contribution to the literature. 

5.1 Practical Contributions 
For business practices, whilst it is hard to perform a 
100% failure free service performance at all times, it 
is important to consistently make a considerable ef-
fort to minimize service failures in terms of number 
and severity. Keeping failures at minimum levels 
could be achieved through continued training pro-
grams, particularly for employees who have direct 
contact with hotel guests. Moreover, attention 
should be paid to the cultural interaction skills and 
the knowledge of customers’ levels of cultural famil-
iarity with the destination. This program would help 
employees to anticipate customers’ responses when 
failures occur. However, this does not imply that 
customers who have a low level of cultural familiari-
ty and who tend to have higher satisfaction should 
be neglected and the service failures should be left 
unsolved. Employees should treat customers equally 
and at the same time should be able to anticipate and 
respond when customers, who have either a low or 
high cultural familiarity, experience service failure. 
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In addition, segmentation can also be made in term 
of levels of cultural familiarity, thus, service perfor-
mance can be tailor-made, based on this segmenta-
tion. With this strategy, service failure can be mini-
mized. 

5.2  Limitation and future study 
Whilst the use of experimental design which in-
cludes a realistic scenario enhances the internal va-
lidity, it reduces the external validity. Therefore, the 
results of this study are not readily generalizable. In 
other words, caution should be taken to view the re-
sults of this study. To improve the generalizability, 
future study might want to duplicate this study and 
extend it to other service contexts, such as airlines or 
banks or using other methods.  

6 CONCLUSION 

This study was undertaken to examine the effect of 
cultural familiarity and severity of service failure on 
customer satisfaction. A sequential mixed method 
approach was adopted to conduct the study. Initially, 
the results of six focus groups were used to develop 
the quantitative study. Next, data from 740 Australi-
an respondents were gathered via online survey. 
Significant results of the main and interaction effects 
of the severity of service failure and cultural famili-
arity on customer satisfaction were found in the hy-
potheses tests using ANOVA. These findings offer a 
new insight into the literature, particularly into the 
role of cultural familiarity on customer satisfaction; 
as well as provide considerable business implica-
tions. 
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