Solution

Step1: Tax less fuel-efficient cars


Tax can be levied on less fuel-efficient vehicle during the sale of the vehicle; this tax will be in addition to the sales tax. Less fuel efficient vehicles buyer will pay a higher tax than fuel efficient vehicles buyer. This way people will be encouraged to buy fuel-efficient vehicles, thereby reducing consumption of gas. Here is a compilation of tax rates for a vehicles corresponding to their EPA fuel economy

	 Mileage ( EPA combined fuel  economy)
	 Tax Rates(Percent of sale price)
	Type of Car

	 Fuel Economy < 10
	1.25%
	

	10< Fuel Economy <15
	.75%
	SUV’s, Van’s, Luxury Sedans 

	15< Fuel Economy <20
	0.5%
	Midsize and Luxury Sedans

	20< Fuel Economy <25
	0.25%
	Midsize and Compact cars

	25< Fuel Economy <35
	0.1%
	Compact cars

	35< Fuel Economy
	0 %
	Hybrids and alternative fuel vehicles


Step2: Fund Research and bring new technologies to market

Tax money collected through the above mentioned tax proposal can be used to fund research for more fuel efficient and alternative fuel vehicles. This will help us in transition from vehicles running on gas to vehicles running on alternative fuel vehicles, thereby reducing our dependence on gas as a source of energy for our vehicles.  Fuel cell technology in one of the emerging technologies which have significant benefits than current gas run engines provided it is developed fully. Tax money collected should be used to fund its research and also to bring it to mass use.
Step3: Give Tax incentives

Government currently gives tax incentives to consumers who buy clean fuel-vehicles or electric vehicles. A one time tax deduction of $2000 is given to the owners of clean fuel vehicles and tax credit of up to $4000 is given to the owners of electric vehicles. Tax incentives like these should be given to people who drive fuel-efficient cars. A one time tax credit of up to $2000 should be given to the buyers of cars whose EPA fuel economy is greater than 40. 
