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ABSTRACT  

 
Emotional Intelligence (EI) has emerged as a pivotal factor influencing business 

performance in contemporary organizational research. This review critically 

examines the relationship between EI and business performance, identifying 

existing research gaps and proposing future research directions. Despite extensive 

studies, inconsistencies persist regarding the extent and mechanisms through 

which EI impacts organizational outcomes. The primary objective of this review 

is to synthesize existing literature to elucidate the role of EI in enhancing business 

performance. Methodologically, this review analyzes 60 empirical studies sourced 

from reputable databases, including Taylor & Francis, Emerald, Elsevier, and 

Google Scholar. Findings indicate a generally positive correlation between EI and 

various performance metrics, such as employee productivity, job satisfaction, and 

organizational profitability. However, the strength of this relationship varies across 

contexts and is often mediated by factors like employee engagement and 

occupational stress. The review concludes that while EI contributes to improved 

business performance, its impact is contingent upon organizational culture, 

industry type, and the presence of supportive management practices. 

Recommendations for practitioners include integrating EI development into 

leadership training and employee development programs to foster a resilient and 

high-performing workforce. 

Key words: Emotional Intelligence, Business Performance, Employee 

Productivity, Organizational Culture 

 

Introduction 

Emotional Intelligence (EI), defined as the ability to recognize, understand, 

and manage one's own emotions and the emotions of others, has garnered 

significant attention in organizational behavior studies. The concept, 

popularized by Goleman (1995), suggests that beyond cognitive 

intelligence, emotional competencies play a crucial role in workplace 

effectiveness. In the dynamic and competitive business environment, 

organizations are increasingly recognizing the importance of EI in driving 

performance outcomes.
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In this review, business performance is conceived as a multidimensional 

concept that includes financial and non-financial consequences. Financial 

measures refer to the profitability and productivity of an organization and 

non-financial measures refer to employee engagement, job satisfaction, 

customer satisfaction, and effectiveness of leadership. 

Emotional Intelligence (EI) is one of the soft skills that are given priority in 

this study as it has a cross-cutting effect on various processes and outcomes 

in an organization (Santa et al., 2023). In contrast to the other interpersonal 

skills which could be role specific, EI helps in individual self-control, in 

social interaction, the effectiveness of leadership, as well as team dynamics, 

thus making it a pre-requisite skill set at all levels of hierarchy and 

functional specialty. 

Research Gaps 

Despite the growing body of literature, several gaps persist. Firstly, there is 

a lack of consensus on the operationalization and measurement of EI, 

leading to varied interpretations and findings. Secondly, most studies have 

focused on individual-level outcomes, with limited exploration of EI's 

impact on organizational-level performance metrics. Thirdly, cultural and 

industry-specific variations in the EI-performance relationship remain 

underexplored, necessitating a more nuanced understanding of contextual 

factors. 

 

Research Problem 

 

The central research problem addressed in this review is: How does 

Emotional Intelligence influence business performance, and what are the 

mediating factors and contextual conditions that affect this relationship? 

 

Research Objectives 

1. To synthesize existing empirical evidence on the relationship 

between EI and business performance. 

2. To identify mediating factors that influence the EI-performance 

linkage. 
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3. To explore contextual variables, such as industry type and 

organizational culture, that moderate this relationship. 

4. To propose directions for future research that address existing 

theoretical gaps and methodological gaps in EI-business 

performance literature 

5. To recommend practical implications for organizations to leverage 

EI in enhancing overall business performance. 

 

 

Research Questions 

1. What is the nature of the relationship between Emotional 

Intelligence and business performance? 

2. What mediating factors influence the impact of EI on business 

performance? 

3. How do contextual variables moderate the EI-performance 

relationship? 

4. What strategies can organizations employ to leverage EI for 

improved performance outcomes? 

Significance of Study 

 

Understanding the impact of EI on business performance is vital for 

developing effective human resource practices, leadership development 

programs, and organizational policies. By elucidating the mechanisms 

through which EI influences performance, this review provides insights for 

practitioners aiming to enhance organizational effectiveness and for 

scholars seeking to advance theoretical frameworks in this domain. 

 

Limitations 

 

This review is constrained by the availability and quality of existing studies, 

which may vary in methodological rigor and contextual applicability. 
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Additionally, the cross-sectional nature of most studies limits the ability to 

infer causality. Future research employing longitudinal designs and diverse 

methodological approaches is necessary to address these limitations. 

 

Literature Review 

Theoretical Perspectives on Emotional Intelligence 

Emotional Intelligence (EI) has evolved into a multidimensional construct 

with significant implications for organizational behavior, leadership, and 

workplace performance. While foundational models such as the Ability 

Model (Salovey & Mayer, 1990), the Mixed Model (Goleman, 1995), and 

the Trait Model (Bar-On, 1997) provided early frameworks for 

understanding EI, contemporary research has expanded upon these 

perspectives, integrating new theoretical approaches to enhance its 

conceptualization and applicability. Recent developments, including the 

Emotional Intelligence Competency Model (Boyatzis, 2009), the Emotional 

Capital Theory (Newman et al., 2014), and the Neuroscientific Perspective 

of EI (Zeidner et al., 2012), offer deeper insights into how EI functions 

within complex social and organizational environments. 

Theoretical Advances in Emotional Intelligence 

The Emotional Intelligence Competency Model proposed by Boyatzis 

(2009) builds upon Goleman’s Mixed Model but emphasizes the 

development of EI as a set of learned capabilities rather than innate traits. 

This model identifies clusters of competencies categorized into self-

awareness, self-management, social awareness, and relationship 

management, emphasizing that these skills can be systematically developed 

through experiential learning and coaching. Boyatzis argues that EI is not 

merely a personal attribute but a competency that contributes to leadership 

effectiveness, team cohesion, and organizational adaptability. Unlike earlier 

models, which often assume EI as a stable trait or cognitive ability, 

Boyatzis’ approach underscores the dynamic and developmental nature of 

EI, aligning with contemporary leadership development programs. The 
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theoretical framework is very much in line with the empirical evidence 

reported by (Jinyoung Hwang, 2024; Kinnary et al., 2023) who illustrate 

that an emotionally intelligent leadership has a positive impact on employee 

engagement, job satisfaction and organizational profitability. 

In contrast, the Emotional Capital Theory (ECT) (Newman et al., 2014) 

extends EI beyond individual competencies, positioning it as an asset that 

contributes to an organization’s competitive advantage. This theory 

suggests that EI should be viewed as a form of social and emotional capital, 

where the collective emotional intelligence of an organization enhances 

employee engagement, innovation, and customer relations. ECT integrates 

economic and psychological perspectives, arguing that organizations with 

emotionally intelligent cultures foster greater resilience, adaptability, and 

long-term sustainability. Unlike earlier models that focused on individual-

level EI, ECT provides a macro-level analysis, highlighting how EI 

contributes to organizational performance and stakeholder relationships. 

However, the challenge with this approach lies in operationalizing and 

measuring emotional capital across diverse organizational settings, as it 

depends on subjective perceptions and social interactions. 

Moreover, the Neuroscientific Perspective of EI (Zeidner et al., 2012) offers 

a more biological and cognitive explanation of EI, utilizing advances in 

neuroscience to explore how emotional regulation, perception, and social 

cognition are processed in the brain. Neuroimaging studies indicate that the 

prefrontal cortex, amygdala, and limbic system play crucial roles in 

emotional regulation and decision-making, suggesting that EI is deeply 

rooted in neural mechanisms. This perspective challenges traditional 

models by demonstrating that EI is not solely a learned behavior but is also 

influenced by neurological structures and functions. For instance, 

individuals with high EI exhibit greater neural efficiency in emotional 

regulation, allowing them to navigate stress, conflict, and social interactions 

more effectively. While this approach provides empirical support for the 

biological basis of EI, it also raises ethical questions regarding the potential 

for cognitive enhancement techniques or neurobiological interventions to 

artificially modify EI-related capabilities. 
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Emotional Intelligence in Emerging Organizational Theories 

As EI continues to gain recognition in organizational behavior, new 

theoretical integrations have emerged to explain its role in leadership, 

performance, and workplace well-being. 

The Affective Events Theory (AET) (Weiss & Cropanzano, 1996) has been 

expanded to incorporate EI, positing that individuals with high EI are better 

equipped to interpret, manage, and respond to emotional events in the 

workplace. According to this theory, workplace experiences trigger 

emotional reactions that influence job performance, decision-making, and 

interpersonal interactions. Employees with higher EI can regulate their 

emotional responses more effectively, leading to improved conflict 

resolution and collaboration. This extension of AET emphasizes the role of 

emotional regulation and situational awareness, suggesting that EI serves as 

a buffer against workplace stressors. However, critics argue that AET’s 

reliance on subjective emotional experiences makes it difficult to establish 

clear causal relationships between EI and workplace outcomes. 

Furthermore, the Psychological Capital (PsyCap) Model (Luthans et al., 

2007) incorporates EI as a key component of an individual’s overall 

psychological resources. PsyCap consists of hope, efficacy, resilience, and 

optimism, all of which are influenced by an individual’s ability to regulate 

emotions and navigate social complexities. Employees with high EI exhibit 

greater emotional resilience, allowing them to maintain motivation and 

productivity in the face of adversity. This model aligns with research 

suggesting that EI contributes to employee well-being, job satisfaction, and 

leadership effectiveness. However, while PsyCap provides a broader 

framework for understanding EI’s role in workplace success, it does not 

fully address how organizational structures and external stressors may 

constrain an individual’s ability to leverage their emotional intelligence. 

Furthermore, Self-Determination Theory (SDT) (Deci & Ryan, 2000) has 

been applied to EI research to explore how emotionally intelligent 

individuals fulfill their psychological needs for autonomy, competence, and 
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relatedness. SDT suggests that individuals with high EI are better equipped 

to navigate interpersonal relationships and workplace challenges, leading to 

greater intrinsic motivation and job satisfaction. This aligns with research 

indicating that emotionally intelligent employees are more engaged, 

productive, and committed to their organizations. However, SDT’s 

application to EI remains relatively underexplored, and further empirical 

research is needed to establish how EI directly influences the fulfillment of 

psychological needs in diverse workplace settings. 

Critical Analysis and Future Directions 

While these emerging theories provide deeper insights into the nature and 

implications of EI, several challenges remain in fully integrating EI into 

organizational behavior research. One major issue is the measurement of 

EI, as different models use varying assessment tools, ranging from self-

report surveys to behavioral observations and neuroscientific methods. The 

reliance on self-reported EI measures, such as the Emotional Quotient 

Inventory (EQ-i) and the Mayer-Salovey-Caruso Emotional Intelligence 

Test (MSCEIT), introduces potential biases, as individuals may 

overestimate or misinterpret their emotional competencies. Future research 

must refine these measurement tools to enhance reliability and validity. 

Additionally, while EI is often linked to positive workplace outcomes, its 

impact is context-dependent. Cultural differences, industry-specific 

demands, and leadership styles influence how EI manifests in different 

settings. For example, in collectivist cultures, EI may be more closely 

associated with social harmony and group cohesion, whereas in 

individualist cultures, it may be linked to personal achievement and career 

progression. This necessitates a more nuanced, context-aware approach to 

studying EI across different organizational environments. 

Another area for future exploration is the dark side of EI. While high EI is 

generally associated with positive workplace outcomes, research suggests 

that individuals with high emotional intelligence may use their skills for 

manipulation, deception, or unethical behavior (Gaspar et al., 2021). 
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Understanding how EI can be misused and developing ethical guidelines for 

its application in leadership and management is a crucial area for future 

study. 

The evolution of EI theories—from the foundational models to 

contemporary perspectives—reflects a growing recognition of the 

complexity of emotional competencies in personal and professional 

settings. The Emotional Intelligence Competency Model, Emotional 

Capital Theory, and Neuroscientific Perspective have expanded the 

understanding of EI, offering new insights into its development and 

application. Furthermore, emerging integrations with organizational 

theories, such as Affective Events Theory, Psychological Capital, and Self-

Determination Theory, highlight EI’s role in enhancing leadership, 

resilience, and workplace dynamics. However, challenges remain in 

measurement, contextual application, and ethical considerations. Future 

research must continue refining theoretical models, improving assessment 

tools, and exploring the diverse ways in which EI shapes organizational 

behavior and leadership effectiveness. 

Thus, by adopting a multidisciplinary approach, scholars and practitioners 

can further advance the study of EI, ensuring its application remains both 

scientifically rigorous and practically relevant in today’s dynamic 

workplace environments. 

Empirical Findings on EI and Business Performance 

 

Emotional Intelligence (EI) has gained widespread attention in 

organizational psychology and management research due to its purported 

impact on individual, team, and organizational performance. EI, broadly 

defined as the ability to perceive, understand, regulate, and utilize emotions 

effectively, has been linked to job performance, leadership effectiveness, 

team collaboration, and overall business success. However, despite a 

growing body of research, empirical findings on the EI-business 

performance relationship remain mixed, with some studies reporting 
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significant positive correlations and others questioning EI's incremental 

validity beyond established personality traits and cognitive abilities. This 

critical review synthesizes recent empirical findings and theoretical 

advancements in EI research, exploring its relationship with business 

performance while addressing ongoing debates regarding measurement, 

causality, and contextual factors. 

 

Emotional Intelligence and Individual Job Performance 

 

A significant body of empirical research suggests that EI positively 

influences individual job performance. A meta-analysis by O'Boyle et al. 

(2011) found a modest yet significant relationship between EI and job 

performance, suggesting that emotionally intelligent employees are more 

adept at managing workplace challenges. Similarly, Joseph and Newman 

(2010) concluded that EI contributes to job performance, particularly in 

roles requiring high emotional labor, such as customer service and 

healthcare. 

Recent studies reinforce this connection. Miao et al. (2017) conducted a 

comprehensive meta-analysis and reported that EI positively correlates with 

job satisfaction and organizational commitment while reducing job stress. 

The authors identified self-regulation and emotional appraisal as key 

components of EI that enhance problem-solving and decision-making 

capabilities, leading to improved individual outcomes. Furthermore, a 

longitudinal study by Greenidge et al. (2021) found that employees with 

high EI exhibited greater adaptability in volatile business environments, 

translating to sustained performance over time. 

However, some scholars have questioned the robustness of EI’s predictive 

power regarding job performance. Landy (2005) argued that EI measures 

overlap with established personality constructs, such as conscientiousness 

and extraversion, thereby limiting their incremental validity. Additionally, 

Harms and Credé (2010) highlighted the potential presence of publication 

bias in EI research, cautioning that the true effect size of EI on job 

performance may be smaller than widely reported. Despite these critiques, 

the majority of empirical evidence supports the notion that EI enhances job 
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performance, particularly in emotionally demanding roles. 

 

Emotional Intelligence and Leadership Effectiveness 

 

Leadership effectiveness is another domain where EI plays a crucial role. 

Leaders with high EI are often better at recognizing and managing their own 

emotions, as well as those of their employees, leading to improved team 

dynamics and decision-making processes. Barling et al. (2000) found that 

EI enhances transformational leadership behaviors, which, in turn, 

positively impact employee productivity and commitment. 

More recent research has expanded on these findings. Boyatzis et al. (2017) 

demonstrated that emotionally intelligent leaders cultivate positive 

organizational cultures that foster trust, motivation, and collaboration. 

Goleman et al. (2013) argued that EI-driven leadership improves employee 

engagement, reduces turnover rates, and enhances organizational resilience 

in times of crisis. Furthermore, a study by Zhang et al. (2020) found that 

CEOs with high EI are more likely to adopt participatory decision-making 

approaches, leading to increased employee satisfaction and innovation. 

Despite these positive findings, the causal relationship between EI and 

leadership effectiveness remains debated. (Bhatt, 2024) cautioned that 

many EI-leadership studies rely on self-reported data, which may be subject 

to bias. Additionally, the impact of EI on leadership outcomes may be 

contingent on contextual factors, such as organizational culture and 

industry-specific demands. Future research should employ experimental 

and longitudinal designs to establish clearer causal links between EI and 

leadership effectiveness. 

 

Emotional Intelligence and Team Performance 

 

EI is also instrumental in shaping team performance, particularly in 

collaborative and high-pressure work environments. Druskat and Wolff 

(2001) found that teams with high collective EI experience fewer conflicts 

and demonstrate superior problem-solving capabilities. Similarly, Jordan 

and Troth (2004) reported that emotionally intelligent teams communicate 
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more effectively, leading to enhanced project outcomes and innovation. 

 

Newer studies provide further support for these claims. Chang et al. (2012) 

introduced the concept of Collective Emotional Intelligence (CEI), which 

posits that teams with shared EI competencies perform better in dynamic 

work settings. Their findings suggest that teams with high CEI exhibit 

greater cohesion, adaptability, and resilience. Furthermore, a study by 

Kotsou et al. (2019) found that EI training programs for teams significantly 

improved group performance and interpersonal relationships, underscoring 

the practical implications of EI development initiatives. 

 

However, some scholars question whether EI is a distinct predictor of team 

performance. Critics argue that factors such as cognitive diversity, shared 

leadership, and psychological safety may play a more significant role in 

determining team success than EI alone. Moreover, cultural differences 

influence how EI manifests in team interactions, with collectivist cultures 

placing greater emphasis on emotional harmony than individualistic 

cultures (Higgs & Lichtenstein, 2011). Future research should explore how 

EI interacts with other team-level variables to optimize performance across 

diverse organizational settings. 

 

Emotional Intelligence and Organizational Performance 

 

At the organizational level, EI has been linked to key business performance 

indicators, including customer satisfaction, employee engagement, and 

financial success. Wong and Law (2002) found that emotionally intelligent 

employees provide superior customer service, leading to higher client 

retention rates. Similarly, Miao et al. (2017) reported that organizations 

fostering EI among employees experience lower turnover rates and greater 

job satisfaction. 

Recent studies further substantiate these findings. Lubit (2004) suggested 

that emotionally intelligent leaders contribute to sustainable competitive 

advantage by fostering a culture of innovation and adaptability. A study by 

The Financial Times (2023) highlighted that companies prioritizing 
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employee well-being, a factor closely linked to EI, tend to outperform peers 

in financial performance. Additionally, Kafetsios et al. (2022) found that 

organizations that integrate EI training into their leadership development 

programs report higher profitability and market competitiveness. 

 

Despite these promising findings, the impact of EI on organizational 

performance is moderated by several factors. Organizational culture plays 

a crucial role, as companies with rigid hierarchies may not fully leverage 

the benefits of EI-driven leadership. Additionally, industry-specific factors 

influence the EI-performance relationship, with service-oriented sectors 

exhibiting stronger linkages than manufacturing industries (Jordan & Troth, 

2011). Future research should explore how EI interventions can be tailored 

to different organizational contexts to maximize performance outcomes. 

 

Critical Perspectives and Ongoing Debates 

 

Despite the growing body of research supporting EI’s positive impact on 

business performance, several debates persist. Measurement challenges 

remain a primary concern, as self-report EI assessments may be prone to 

social desirability bias. Scholars advocate for the use of ability-based EI 

measures, such as the Mayer-Salovey-Caruso Emotional Intelligence Test 

(MSCEIT), to enhance measurement reliability (Conte, 2005). 

Causality issues also pose a challenge, as most studies establish 

correlational rather than causal relationships between EI and business 

outcomes. Longitudinal and experimental research designs are needed to 

determine whether EI actively drives business performance or merely 

correlates with other success factors. Furthermore, cultural differences in EI 

perception and expression highlight the need for cross-cultural studies to 

examine how EI competencies translate across diverse organizational 

settings (Higgs & Lichtenstein, 2011). 

Additionally, empirical researches are overwhelmingly supports the 

positive relationship between EI and business performance, though the 

strength and consistency of this relationship vary depending on contextual 

factors. EI enhances individual job performance, leadership effectiveness, 
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team dynamics, and overall organizational success, particularly in 

emotionally demanding roles and service-oriented industries. However, 

ongoing debates regarding measurement validity, causality, and cultural 

considerations necessitate a cautious interpretation of findings. Future 

research should focus on refining EI assessment tools, employing rigorous 

methodological approaches, and exploring cross-cultural nuances to 

provide a more comprehensive understanding of EI’s role in business 

performance. By addressing these challenges, organizations can more 

effectively integrate EI principles into their strategic management practices, 

fostering sustainable competitive advantage and long-term success. 

 

Measurement of the impact of Emotional Intelligence on business 

performances 

 

The impact of Emotional Intelligence (EI) on business performance can be 

measured through various quantitative and qualitative methods that assess 

its influence on key organizational outcomes. One common approach is the 

use of performance appraisal tools that link EI to specific business metrics 

such as employee productivity, job satisfaction, and leadership 

effectiveness (Goleman, 1995; Wong & Law, 2002). For example, EI is 

often assessed using the Mayer-Salovey-Caruso Emotional Intelligence 

Test (MSCEIT), a widely recognized tool designed to measure EI through 

tasks that evaluate individuals' ability to perceive, use, understand, and 

manage emotions (Mayer, Salovey, & Caruso, 2004). In organizations, EI's 

impact is often measured by correlating scores on these assessments with 

performance indicators such as team performance, decision-making quality, 

and customer satisfaction (Supramaniam & Singaravelloo, 2021). 

Furthermore, research has demonstrated that leaders with high EI tend to 

foster better work environments, leading to increased organizational 

profitability and improved employee engagement (Goleman, 2001). EI's 

influence on organizational culture and stress management also plays a 

significant role in shaping business outcomes, with EI being shown to 

mediate the relationship between stress and job performance (Cherniss, 

2010). These findings are often derived from longitudinal studies and 
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correlational analyses that track performance over time in relation to EI 

scores (Schutte et al., 2007). The ability to integrate EI into leadership 

development programs further enhances its measurable impact on business 

performance (Goleman, 2001). By combining these assessment tools and 

linking them to organizational success, businesses can quantify the benefits 

of EI in improving both individual and collective performance outcomes. 

 

Drawbacks of implementation of strategies identified on Emotional 

Intelligence 

 

Emotional Intelligence (EI) has garnered significant attention in both 

academic research and business practice due to its potential to enhance 

various organizational outcomes. However, despite its popularity, the 

relationship between EI and business performance is not without its 

complexities and challenges. While numerous studies suggest that EI has a 

positive impact on business performance, several failures and limitations 

persist, preventing a clear and universally applicable understanding of how 

EI influences organizational success. These challenges can be categorized 

into several key areas: inconsistent measurement of EI, contextual and 

organizational factors, limitations in translating EI to tangible business 

outcomes, and ethical concerns regarding the overemphasis on EI in 

leadership. 

 

Inconsistent Measurement of Emotional Intelligence 

 

One of the major limitations in understanding the impact of EI on business 

performance is the lack of consistent measurement. Researchers have used 

various models and tools to measure EI, leading to inconsistent results 

across studies. The two most commonly used models of EI are the ability 

model and the mixed model. The ability model, pioneered by Salovey and 

Mayer (1990), defines EI as the ability to perceive, understand, manage, and 

regulate emotions. This model is typically measured using performance-

based tests, such as the Mayer-Salovey-Caruso Emotional Intelligence Test 

(MSCEIT), which assesses individuals' ability to accurately identify 
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emotions, facilitate thought, understand emotional language, and manage 

emotions. In contrast, the mixed model proposed by Goleman (1995) 

combines both emotional skills and personality traits, including self-

awareness, empathy, and motivation. The Bar-On Emotional Quotient 

Inventory (EQ-i) is often used to assess EI based on this model. 

 

Moreover, the inconsistency in the use of these differing tools and 

definitions has led to mixed findings regarding the extent of EI’s impact on 

business performance. Some studies report that EI strongly correlates with 

positive organizational outcomes such as job satisfaction, productivity, and 

employee engagement (Brackett, Rivers, & Salovey, 2011), while others 

suggest only a modest or negligible relationship (O'Boyle et al., 2011). 

Without standardized and universally accepted tools for measuring EI, it 

becomes difficult to draw definitive conclusions about the causal 

relationship between EI and business performance. 

 

Contextual and Organizational Factors 

 

Another key limitation is the role of contextual factors in moderating the 

relationship between EI and business performance. Research has shown that 

the effectiveness of EI in enhancing business outcomes is not universal, but 

rather depends on the organizational context, including industry type, 

organizational culture, and leadership style. For example, in some industries 

where technical expertise or cognitive intelligence is prioritized over 

interpersonal skills, EI may have a limited impact on performance. 

Conversely, in sectors that require frequent collaboration, emotional 

awareness, and conflict resolution, such as healthcare, education, and 

customer service, EI may play a more crucial role (Mayer, Salovey, & 

Caruso, 2004). 

 

Organizational culture also plays a significant role in determining the 

success of EI initiatives. Companies that foster an open, supportive, and 

emotionally intelligent culture are more likely to see positive results from 

EI-focused training programs. However, in organizations with rigid 



www.ihra.cmb.ac.lk 

Journal@ihra.cmb.ac.lk 

Journal of Institute of human Resource Advancement 

University of Colombo 

 

166 

 

hierarchical structures, poor communication, or a toxic work environment, 

the application of EI may be less effective. For instance, research indicates 

that even though EI may positively influence interpersonal relationships 

within teams, it may have limited success in improving organizational 

performance if the broader organizational culture does not align with these 

emotional competencies (Cherniss, 2010). 

 

Additionally, leadership style is a crucial factor that determines how EI 

impacts business performance. Transformational leaders, who are known 

for their ability to inspire, motivate, and build strong relationships with their 

employees, may benefit more from EI than transactional leaders, who focus 

on task completion and formal rewards. Therefore, the way EI interacts with 

organizational leadership and culture needs to be considered when assessing 

its influence on performance outcomes. 

 

Limitations in Translating EI to Tangible Business Outcomes 

 

While emotional intelligence has been linked to various positive outcomes 

such as improved employee engagement, job satisfaction, and interpersonal 

relationships, translating EI into tangible business results, such as 

profitability or productivity, remains a challenge. Although many studies 

demonstrate that EI contributes to improved individual well-being and 

interpersonal effectiveness, it does not always lead to direct and measurable 

improvements in business performance. This discrepancy can be attributed 

to several factors. 

 

First, while EI may enhance interpersonal dynamics and reduce workplace 

conflict, these improvements do not necessarily result in increased output 

or profitability. For example, EI may improve team collaboration and 

decision-making, but without clear performance goals, adequate resources, 

and effective organizational strategies, these improvements may not be 

reflected in financial or productivity metrics (Goleman, 2001). Moreover, 

in some cases, individuals with high EI may be able to navigate workplace 

challenges more effectively, but they may not always possess the skills or 
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expertise required to contribute to strategic decision-making or operational 

efficiency (Cherniss, 2010). Thus, while EI may be beneficial for individual 

well-being and relational outcomes, its direct contribution to organizational 

success is often difficult to quantify. 

 

Another limitation is the time lag between EI interventions and measurable 

business outcomes. Training programs designed to enhance EI, such as 

emotional regulation workshops or leadership development programs, may 

take months or even years to manifest in improved business performance. 

Additionally, the transferability of EI skills learned in training to real-world 

business contexts is often questioned, as employees may struggle to apply 

emotional intelligence principles effectively in high-pressure situations or 

when organizational conditions do not support EI development (O'Boyle et 

al., 2011). This issue highlights the need for a more integrated approach to 

EI training, one that includes ongoing support, organizational buy-in, and 

clear performance metrics. 

 

Ethical Concerns and Overemphasis on Emotional Intelligence 

 

Another failure in understanding the impact of EI on business performance 

is the ethical dilemma surrounding the potential misuse of EI in leadership. 

While EI can be a powerful tool for fostering emotional well-being and 

improving workplace dynamics, there is a risk that leaders may use their 

emotional awareness to manipulate others for personal gain or to create false 

perceptions of competence (Goleman, 2001). Leaders with high EI may be 

able to influence and motivate their teams effectively, but they may also 

exploit their emotional understanding to gain personal advantages or 

manipulate others emotionally. This ethical concern highlights the potential 

for EI to be misused in ways that harm the integrity of organizational 

practices and employee trust. 

 

Furthermore, there is a risk that organizations may place too much emphasis 

on EI at the expense of other critical leadership competencies, such as 

technical expertise or strategic thinking. Focusing disproportionately on EI 
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could lead to the selection and promotion of leaders based solely on their 

emotional capabilities, rather than their ability to contribute to long-term 

organizational success (Mayer et al., 2004). This narrow focus on EI could 

lead to imbalanced leadership development programs, neglecting other 

essential leadership skills and qualities. 

 

While emotional intelligence has considerable potential to enhance business 

performance, its impact is not without certain limitations. The 

inconsistencies in measurement tools, the moderating influence of 

organizational and contextual factors, the challenges in translating EI into 

measurable business outcomes, and ethical concerns regarding its 

application all contribute to the complexity of assessing the true value of EI 

in organizational settings. Future research should address these gaps by 

developing more standardized measurement tools, examining the interplay 

between EI and other organizational factors, and exploring how EI can be 

effectively integrated into leadership practices to foster sustainable business 

growth. 

 

Methodology  

 

This review employs a systematic literature review (SLR) to synthesis and 

critically analyze 60 peer-reviewed articles from Taylor & Francis, 

Emerald, Elsevier, and Google Scholar. The selection criteria included 

relevance to EI and business performance, empirical rigor, and publication 

within the last two decades. Thematic analysis was conducted to identify 

recurring patterns and relationships across studies. 

 

Conclusion 

 

The investigation into the impact of Emotional Intelligence (EI) on business 

performance has grown significantly over the last few decades, with a wide 

array of scholarly articles and empirical studies shedding light on the 

significance of EI in various organizational contexts. The analysis of current 

literature reveals that emotional intelligence plays a pivotal role in 

http://www.ihra.cmb.ac.lk/


Volume 12 Issue 1 on June 2025 Impact of Emotional Intelligence on Business 

Performance- A Review 

 

 

  

169 
 

influencing both individual and collective performance within businesses. 

This review examined key aspects of EI, such as self-awareness, self-

regulation, motivation, empathy, and social skills, and how these 

components contribute to superior decision-making, effective leadership, 

and enhanced organizational outcomes. 

 

The critical review identified several findings that emphasize EI's 

contribution to business performance. For instance, research consistently 

highlights the importance of EI in leadership effectiveness, with 

emotionally intelligent leaders displaying higher levels of employee 

engagement, satisfaction, and performance. Additionally, EI has been 

shown to positively influence communication, conflict resolution, and 

decision-making within organizations, all of which are critical drivers of 

organizational success. The studies reviewed from Taylor & Francis, 

Emerald, Elsevier, and Google Scholar reinforced the view that EI 

contributes significantly to creating a healthy organizational culture, 

fostering trust, and reducing stress, which ultimately supports high business 

performance. 

 

Furthermore, the review established that EI is essential in enhancing 

teamwork and collaboration. Emotionally intelligent employees and 

managers are better equipped to handle interpersonal relationships and 

manage group dynamics, leading to more cohesive and productive teams. 

The ability to perceive and understand emotions in oneself and others 

enables individuals to effectively manage emotions within a business 

setting, reducing conflict and promoting cooperation. This, in turn, 

contributes to the achievement of business goals and the enhancement of 

organizational performance. 

 

Despite the promising findings, several gaps and inconsistencies in the 

literature were also identified. For instance, while there is broad consensus 

regarding the importance of EI in leadership and decision-making, less 

attention has been paid to how EI interacts with other variables, such as 

organizational culture, employee motivation, and job satisfaction. 
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Additionally, much of the existing research on EI and business performance 

remains inconclusive regarding the long-term effects of EI on 

organizational performance, especially in different industry contexts. 

 

Moreover, a notable limitation across the reviewed studies is the reliance on 

self-report measures to assess EI, which may lead to biases in the data. 

Several researchers argue that emotional intelligence is a complex and 

multi-faceted construct that cannot be fully captured through self-reported 

questionnaires alone. This necessitates a deeper exploration of alternative 

measurement techniques, such as 360-degree feedback or behavioral 

observations, to provide more robust and reliable results. Future research 

should aim to address these methodological limitations and offer a more 

comprehensive understanding of how EI affects business performance over 

time. 

 

Recommendations 

 

Based on the findings from the critical review, several recommendations 

can be made for both future research and practical implementation within 

organizations. These recommendations aim to strengthen the link between 

EI and business performance, address existing research gaps, and guide 

organizational leaders in leveraging EI for improved outcomes. 

1. Enhancing Emotional Intelligence through Training Programs: 

Given the demonstrated benefits of EI in business performance, 

organizations should invest in training programs aimed at enhancing 

the emotional intelligence of their employees. These programs can 

focus on key EI competencies such as self-awareness, empathy, 

emotional regulation, and interpersonal communication. Training 

should not be limited to leadership teams but extended to employees 

at all levels, as EI can influence performance at both the individual 

and group levels. There is significant evidence to suggest that 

organizations that integrate EI into their training programs report 

higher levels of employee satisfaction, increased productivity, and 

improved collaboration. 
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2. Integration of EI in Recruitment and Selection Processes: 

Organizations should consider incorporating emotional intelligence 

assessments as part of their recruitment and selection processes. By 

assessing candidates' EI during hiring, companies can identify 

individuals who are better equipped to handle interpersonal 

challenges, manage stress, and contribute to a positive work 

environment. Furthermore, hiring managers should be trained to 

recognize the signs of emotional intelligence in candidates, ensuring 

that EI is adequately evaluated alongside technical skills and 

experience. 

3. Adopting a Longitudinal Approach to Research: Future research on 

EI and business performance should adopt a longitudinal approach 

to examine the long-term effects of EI on organizational outcomes. 

While many studies have demonstrated a positive correlation 

between EI and short-term performance indicators such as job 

satisfaction and leadership effectiveness, there is a lack of studies 

that track the sustained impact of EI on business performance over 

time. A longitudinal perspective will help determine whether the 

positive effects of EI endure and how they evolve in different 

business contexts. 

4. Exploring the Role of EI in Organizational Culture: While the 

review highlighted the importance of EI in leadership and team 

performance, there is a need for more research into how EI interacts 

with organizational culture. Organizational culture can influence 

how EI is perceived and practiced within a business. Future studies 

should explore how EI and organizational culture mutually shape 

employee behavior, attitudes, and overall performance. 

Understanding this dynamic relationship will enable organizations 

to foster a culture that supports emotional intelligence and enhances 

business outcomes. 

5. Refining EI Measurement Techniques: Given the concerns 

regarding the reliability of self-reported EI measures, future 

research should explore alternative methods of assessing EI. 360-
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degree feedback, peer assessments, and behavioral observations 

could provide a more objective and accurate measure of emotional 

intelligence. By employing multiple assessment techniques, 

researchers can obtain a more holistic view of EI and its impact on 

business performance, overcoming the limitations of self-reporting. 

6. Addressing Industry-Specific Variations: While EI has been shown 

to enhance business performance across various sectors, it is 

important to consider industry-specific variations in its impact. 

Future research should examine how EI affects business 

performance in different industries, such as manufacturing, 

technology, healthcare, and finance. By understanding the 

contextual factors that influence the relationship between EI and 

performance, organizations can tailor their EI strategies to meet the 

unique demands of their industry. 

7. Fostering Emotional Intelligence in Remote Work Environments: 

The rise of remote work has changed the dynamics of business 

performance, with emotional intelligence playing an even more 

critical role in maintaining team cohesion, communication, and 

motivation. Organizations should focus on promoting EI in remote 

and hybrid work settings, where face-to-face interactions are 

limited. Virtual training programs, team-building exercises, and 

regular feedback loops can help employees develop EI 

competencies that are essential for navigating the challenges of 

remote work environments. 

8. Collaborative Research with Practitioners: To bridge the gap 

between academic research and practical application, future 

research on EI should involve greater collaboration between 

researchers and business practitioners. Researchers should work 

closely with organizations to design studies that are relevant to real-

world business challenges and yield actionable insights. This 

collaborative approach will ensure that the findings from EI studies 

are more applicable and beneficial to organizations seeking to 

enhance their business performance. 
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9. Developing a Holistic Approach to EI in Business: Finally, 

businesses should adopt a holistic approach to emotional 

intelligence that goes beyond individual development and includes 

organizational-wide strategies. This approach should include 

leadership development programs, organizational culture initiatives, 

and comprehensive employee well-being programs that integrate 

emotional intelligence at every level. By creating a workplace 

environment that prioritizes EI, businesses can foster a culture of 

trust, collaboration, and innovation, all of which are crucial for 

sustained business success. 

In summary, emotional intelligence is a critical factor influencing business 

performance across various organizational levels. The evidence from the 

literature suggests that EI contributes to better leadership, decision-making, 

teamwork, and conflict management, all of which are essential for 

improving organizational outcomes. While existing studies highlight the 

positive effects of EI on business performance, more research is needed to 

explore the long-term impact, alternative measurement techniques, and 

industry-specific variations. 

The recommendations presented above offer practical guidance for 

organizations seeking to leverage emotional intelligence to enhance 

business performance. By investing in EI training, integrating EI into 

recruitment processes, and adopting a holistic approach to EI in business, 

organizations can foster an environment that supports both individual and 

collective success. Future research should continue to address the gaps 

identified in this review, ensuring that the full potential of emotional 

intelligence in improving business performance is realized. 
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