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Abstract: The second-round extension of farmland contracts, while stabilizing usufruct and

activating management rights, has simultaneously ossified the highly fragmented “one mu and three
fen per capita” pattern, generating structural risks such as soil-fertility decline, accelerated
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abandonment and a scale bottleneck. Drawing ona “property-rights-risk-incentives” framework,
this paper systematically evaluates the mismatch between the existing compensation system for
cropland protection and the new extension policy. Four gaps are identified: (1) compensation
benchmarks are pegged to short-term output value, ignoring the long-run opportunity cost of
soil-fertility maintenance borne by farm households after extension; (2) the national fallow subsidy
is uniform and set too low to break the “low-input-low-output” trap; (3) funding relies on a single
channel and horizontal compensation is absent, so major grain-producing regions “protect farmland
at aloss” while major consuming regions “ride for free” ; (4) beneficiary-identification rules are
vague, allowing non-farming groups such as migrant workers to crowd out compensation shares. The
article therefore proposes a “three-in-one” institutional redesign that couples rigid control with
flexible incentives. A dynamic soil-quality monitoring system would demarcate green, yellow and red
zones with differentiated payments; a pluralistic fund pooling “central finance + horizontal transfers
from grain-consuming regions + carbon-market transactions” would finance step-wise premiums
for fallow, rotation and soil-quality improvement; and a multi-agency cloud-based verification
platform would confine payments to contract holders or scale operators who actually farm and rely
on cropland as their principal income source. The findings show that by reallocating residual control
rights and designing incentive-compatible contracts, the dividends of contract extension can be
converted into endogenous motivation for long-term soil stewardship, delivering simultaneous gains
for food security, ecological security and farmer incomes, and offering legislative reference for the
drafting of the Farmland Conservation and Quality Improvement Bill.

Keywords: Second-round extension of rural land contracts; Food security; Cultivated-land protection
compensation; Compensation and incentive mechanism
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